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Jinxin Fertility (1951 HK)

Business intact from the new Coronavirus outbreak

We believe the outbreak of the new strain of coronavirus (nCoV) in China will have mild
and temporary impact to Jinxin Fertility (Jinxin)'s business. The Company’s network
hospitals are located outside of Hubei Province and are less vulnerable to the disease.
We believe the assisted reproductive services (ARS) demand will pick up after CNY given
the high flexibility in treatment arrangement. Jinxin leverages online consultation services
to serve existing customers and attract more new customers. Maintain BUY at HK$15.0.

B Network hospitals are located outside of Hubei Province and are less vulnerable
to the disease. As of 28 Jan, China had 5,974 nCoV patients while 3,554 patients, or
59% of the total nCoV patients, were from Hubei Province. In China, Jinxin’s network
hospitals are located in Chengdu city and Shenzhen city where are less impacted by
the outbreak of nCoV. Dr. Nanshan Zhong, the most famous authority in China,
predicted on 28 Jan that the spread of nCoV will peak within the next 7-10 days. Hence,
we expect the impact from the nCoV outbreak will be mild and temporary.

B First quarter is usually the low season while patients will come back after CNY.
For instance, Jinxin’s revenue in 1H18 accounted for 45% of its full-year revenue in
2018. Chinese people usually dislike going to hospitals during CNY. Given that ARS
has high flexibility in treatment arrangement, we believe demand in ARS will pick up
after CNY, probably from Feb 2020.

B Effective measures have been taken to minimize the interruption of operations.
Jinxin’s network hospitals in Chengdu and Shenzhen have strictly monitored the health
conditions of patients and employees. So far, there were no (suspected) nCoV patients
found in the Company’s network hospitals. Meanwhile, Jinxin has provided in-time on-
line consultation services via various online channels such as WeChat and official
websites. Online services are now extended to 11pm every night.

B Promising growth outlook with rich acquisition opportunities. Jinxin had
RMB3.1bn cash on hand as at 30 Jun 2019, providing sufficient funding for acquisitions.
We think Jinxin may acquire private ARS hospitals in tier 1/2 cities in China while the
Company will prudently screen the acquisition targets based on valuation,
management team, location of the targets and synergies with existing business. As for
the US business, we think Jinxin will further acquire surrogacy and egg donor agencies,
or embryology laboratories in the US to extend services along the ARS value chain.
Southeast Asia region is also the top destination for fertility tourism due to the relatively
low service cost and loose regulatory environment. We believe Jinxin will acquire ARS
institutions in Southeast Asia to meet the sophisticated demand for Chinese patients.

B Maintain BUY. We expect Jinxin to deliver 36% CAGR in revenue and 54% CAGR in
adjusted attributable net profitin FY18-21E. We derive TP of HK$15.0 based on 8-year
DCF model (WACC:9.5%, terminal growth rate: 4%).

B Catalysts: Acquisitions of quality assets; Risks: weak organic growth.

Earnings Summar
YE 31 Dec EY17A EY18A EY19E EY20E EY21E

Revenue (RMB mn) 663 922 1,659 1,966 2,316
YoY arowth (%) 91 39 80 19 18
Net profit (RMB mn) 99 167 420 596 729
EPS (RMB) N/A N/A 0.17 0.24 0.30
YoY growth (%) N/A N/A N/A 42 22
P/E (x) N/A N/A 55.4 39.0 31.9
P/B (x) N/A N/A 3.1 2.8 2.6
Yield (%) N/A N/A 0.00 0.51 0.63
ROE (%) 7.3 3.7 7.0 7.6 8.5
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Bloomberg, CMBIS estimates
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Shareholding Structure

Management 26.02%
Warburg Pincus 18.36%
HRC Physician 14.82%
Other institutional investors 22.58%
Employee holdings 1.35%
Public shareholders 16.87%

Source: HKEX, Bloomberg

Share performance

Absolute Relative
1-mth 2.6% 3.6%
3-mth -18.2% -21.3%
6-mth 23.8% 25.8%

Source: Bloomberg
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY17A  FY18A FY19E FY20E FY21E YE 31 Dec (RMB mn) FY17A FY18A FY19E FY20E FY21E
Revenue 663 922 1,659 1,966 2,316 Profit before tax 242 277 594 843 1,030
ARS 529 801 874 1,079 1,315 Depreciation 23 29 70 75 80
Management service fee 101 90 726 826 938 Change in working capital (208) 82 ) 50 54
Ancillary medical services 33 31 59 61 63 Others 12 4 9) (41) (55)
Cost of sales (361) (509) (854) (983) (1,123) Tax paid (22) (35) (154) (219) (268)
Gross profit 302 413 804 983 1,193 Operating cash flow 48 356 500 708 841
Other income 12 22 56 88 102 Capex (32) (21) (800) (100) (80)
Other expenses 1) 4) 8 0 0 Acquisition of subsidiaries 0 0 0 0 0
Other losses 1) 1) 8) 0 0 Other investing activities (220) (367) (48) 84 98
R&D expenses (10) (12) (12) (12) (14) Investing cash flow (252) (388) (848) (16) 18
Administrative expenses (61) (103) (182) (208) (243)
Listing expenses 0 (38) (65) 0 0 Net proceeds from shares issued 0 1,129 2,951 0 0
Finance cost 0 0 8) 8) (8) Bank borrowing 0 0 0 0 0
Profit before tax 242 277 594 843 1,030 Advance from related parties 0 104 0 0 0
Income tax expense (43) (64) (154) (219) (268) Other financing activities 463 (466) (144) 0 (119)
Total net profit 199 212 440 624 762 Financing cash flow 463 767 2,807 0 (119)
Minority Interests (100) (46) (19) (27) (33)
Attributable net profit 99 167 420 596 729 Net change in cash 259 736 2,459 692 740

Cash at the beginning 191 449 1,184 3,643 4,335

Cash at the end 449 1,184 3,643 4,335 5,074
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY17A FY18A FY19E FY20E FY21E YE 31 Dec FY17A FY18A FY19E FY20E FY21E
Non-current assets 1,203 5,123 5,860 5,842 5,799 Sales mix (%)
Plant and equipment 119 138 868 893 893 ARS 79.7 86.9 52.7 54.9 56.8
Goodwill 197 802 802 802 802 Management service fee 15.2 9.7 43.8 42.0 40.5
License 414 401 388 375 362 Ancillary medical services 5.1 3.4 35 3.1 2.7
Contractual right to provide 0 1,939 1,939 1,939 1,939 Total 100 100 100 100 100
management services
Trademarks 247 1,292 1,292 1,292 1,292
Others 226 550 570 540 510 Profit & loss ratios (%)

Gross margin 46 45 49 50 52
Current assets 535 1,436 3,898 4,607 5,366 EBITDA margin 42 34 40 45 46
Inventories 19 17 30 34 39 Pre-tax margin 36 30 36 43 44
Accounts and other receivables 67 77 68 81 95 Net margin 15 18 25 30 31
Amounts due from related parties 0 71 21 21 21 Effective tax rate 18 23 26 26 26
Bank balances and cash 449 1,184 3,643 4,335 5,074
Others 0 87 137 137 137 Balance sheet ratios

Current ratio (x) 3 1 3 3 4
Current liabilities 204 1,377 1,330 1,398 1,471 Trade receivables days 19 28 15 15 15
Accounts and other payables 164 391 445 512 585 Trade payables days 115 199 190 190 190
Capital contribution deposits 0 0 0 0 0 Net debt to total equity ratio (%) Netcash Netcash Netcash Netcash Netcash
Amounts due to related parties 4 917 817 817 817
Tax payables 36 69 69 69 69 Returns (%)

ROE 7.3 3.7 7.0 7.6 8.5
Non-current liabilities 172 682 842 842 842 ROA 5.7 25 5.2 5.9 6.7
Deferred rent 0 5 5 5 5
Deferred tax liabilities 172 677 677 677 677 Per share value

EPS (RMB) N/A N/A 0.17 0.24 0.30
Total net assets 1,362 4,500 7,586 8,210 8,853 DPS (RMB) N/A N/A 0.00 0.05 0.06
Minority interest 434 137 156 183 217 BVP (RMB) N/A N/A 3.12 3.37 3.64
Shareholders' equity 928 4,363 7,430 8,027 8,636

Source: Company data, CMBIS estimates
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors.
CMBIS does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives,
financial position or special requirements. Past performance has no indication of future performance, and actual events may differ materially from
that which is contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a
result of their dependence on the performance of underlying assets or other variable market factors. CMBIS recommends that investors should
independently evaluate particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to
make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of
CMBIS and/or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any
security or any interest in securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors,
officers or employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the
information contained in this report. Anyone making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available
and reliable. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness.
CMBIS provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice.
CMBIS may issue other publications having information and/ or conclusions different from this report. These publications reflect different assumption,
point-of-view and analytical methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent
with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself
and/or on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business
relationships with the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect
the objectivity of this report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only
and this publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written
consent of CMBIS.

Additional information on recommended securities is available upon request.

CMBIS or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies,
Unincorporated Associations, etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the US to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange
Act of 1934, and may not be furnished to any other person in the US. Each major US, institutional investor that receives a copy of this research
report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser
as defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute
reports produced by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of
the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or
an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents
of the report to such persons only to the extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising
from, or in connection with the report.
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