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Jinxin Fertility (1951 HK)

Core emphasis on provision of high quality

medical services BUY (Maintain)

B Industry renowned physicians have joined Jinxin to strengthen its Target Price HK$19.01
medical service capabilities. The Company has appointed Mr. Duan Tao (£ (Previous TP HK$25.44)
#%) as the chief strategy officer. Mr. Duan has been serving as the president Up/Downside +114.51%
of Sichuan WCH (48 fik4a JU, v9)1] 48 ik 42 % )L & %) since May 2021. Prior to Current Price HK$8.86
that, Mr. Duan served as the president and chief physician of Shanghai First China Healthcare Sector
Maternity and Infant Hospital ( £ % # % — 42 244 %). Mr. Duan is a Ji

. . ill Wu, CFA
renowned expert and has been serving as the honorary chairman of the (852) 3900 0842
obstetrics and gynecology branch at the Shanghai Medical Association (_L % jillwu@cmbi.com.hk
T E 4 4) since March 2019. In Aug 2021, the Company announced the
appointment of Dr. Li Yuan (Z4%) as the chief medical officer, who will be Jonathan Zhao

(852) 6359 1614

primarily responsible for improving the quality of medical services. Dr. Li ionathanzhao@cmbi.com.hk

served as a director at the reproductive center of Beijing Chaoyang Hospital

(b =% M E %), Dr. Li led the reproductive center of Beijing Chaoyang Mkt. Cap. (HK$ mn) 22,217
Hospital to become one of the top clinical centers in Beijing. Avg. 3mths t/o (HKS mn) 166.11
52W High/Low (HK$) 24.55/8.52

B Wuhan Jinxin Hospital may resume IVF operation in mid-2022E. We UG [ESE) SIETES () 2508

L . e s ) S - Bloomb
expect Wuhan Jinxin Hospital to pass the government authorities’ inspection ouree: Eloomberg

in mid-2022E and resume the IVF business operation post the inspection. We Shareholding Structure

i A X i o X Management 25.69%
believe the suspension of IVF business will not have significant impact on the Warburg Pincus 8.81%
Company's financial performance. We expect Wuhan Jinxin Hospital's IVF Hillhouse 7.69%

Other shareholders 57.81%

revenue to decrease from RMB38mn in 2021E to RMB16mn in 2022E,

. . . X R Source: HKEX, Bloomberg
assuming business operation to resume in mid-2022E.

Share performance

B Strong synergies between ARS and OB/GTN & pediatrics. To date, — Absolute  Relative
Sichuan WCH is the only private Class Ill Grade-A OB/GYN & Pediatrics 3:mth -30.8% 27.8%
hospital in China. Post the acquisition, Jinxin will extend the value chain to 6-mth -56.8% -45.5%
provide integrated services including pregnancy preparation, ARS, childbirth Source: Bloomberg
and postpartum, which will enhance customer loyalty, maximize customer’s 12-mth price performance
life-time-value and regional influence, and promote a costless customer e e
conversion (RMB56k for ARS service vs up to RMB170k for whole life cycle 20
services). We also expect significant cost efficiencies from the economy-of- 230 1
scale operation, enhancing bargaining power to supply chain and lowering 180 1
user acquisition costs thanks to its strong brand awareness. 130 1

B Maintain BUY. We believe Jinxin will replicate its successful business model 801
in Chengdu to other regions including Shenzhen, Wuhan, Kunming, etc. To Y o v o e
factor in the temporary suspension of Wuhan Jinxin Hospital, we revised down
adjusted attributable net profit by 6%/ 16%/ 22% in FY21E/ 22E / 23E and cut Source: Bloomberg
our DCF-based TP to HK$19.01 (WACC: 10.2%, terminal growth rate: 4.0%). Auditor: Deloitte

Earnings Summar Web-site: www.jxr-fertility.com

(YE 31 Dec) FY19A FY20A FY21E FY22E FY23E

Revenue (RMB mn) 1,648 1,426 1,775 2,510 2,863 Related reports: _ _

YoY growth (%) 79 13 24 41 14 1. Significant synergies with the
Net profit (RMB mn) 410 252 322 507 600 OB/GYN & pediatrics business — 21
Adjusted net profit (RMB mn) 530 372 449 653 760 Oct 2021

EPS (RMB) 0.19 0.10 0.13 0.20 0.24 2. Better-than-expected recovery from
YoY growth (%) N/A 0 22 58 18 COVID-19 impact — 2 Sep 2021
Consensus EPS (RMB) N/A N/A 0.15 0.23 0.29 3. Acquisition of two sizable IVF
P/E (x) 39.6 70.2 57.4 36.3 30.7 hospitals in Yunnan Province — 21
P/B (x) 21 2.4 21 2.0 1.8 Jun 2021

ROE 6.7 3.3 3.9 5.6 6.2 4. Fastrecovery from COVID-19 impact
Net gearing (%) Net cash Net cash  Net cash Net cash  Net cash — 30 Mar 2021

Source: Company data, Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> AND http://www.cmbi.com.hk
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Figure 1: Earnings revision

Diff (%)
FY21E FY22E
Revenue 1,775 2,510 2,863 1,865 2,974 3,678 -5% -16% -22%
Gross Profit 763 1,180 1,374 802 1,398 1,765 -5% -16% -22%
Operating Profit 444 700 828 473 853 1,109 -6% -18% -25%
Adjusted Net profit 449 653 760 480 777 981 -6% -16% -22%
EPS (RMB cents) 13 20 24 14 25 32 -6% -18% -25%
Gross Margin 43.00% 47.00% 48.00% 43.00% 47.00% 48.00% = 0.00ppt  0.00ppt  0.00 ppt
Operating Margin 25.00% 27.91% 28.93% 25.38% 28.69% 30.14% | -0.38ppt  -0.78ppt  -1.21 ppt
Net Margin 25.28% 26.01% 26.55% 25.74% 26.13% 26.66% @ -0.45ppt  -0.11ppt  -0.11 ppt

Source: Company data, CMBIS estimates

Figure 2: CMBIS estimates vs consensus

Consensus Diff (%)
FY21E FY21E FY22E FY22E
Revenue 1,775 2,510 2,863 1,807 2,486 3,049 -2% 1% -6%
Gross Profit 763 1,180 1,374 779 1,134 1,459 -2% 4% -6%
Operating Profit 444 700 828 451 703 918 -2% 0% -10%
Adjusted Net profit 449 653 760 390 567 715 15% 15% 6%
EPS (RMB cents) 13 20 24 15 23 29 -16% -12% -17%
Gross Margin 43.00% 47.00% 48.00% 43.09% 45.60% 47.85% -0.09 ppt  +1.40 ppt +0.15 ppt
Operating Margin 25.00% 27.91% 28.93% 24.94% 28.26% 30.11% +0.06 ppt -0.35 ppt -1.18 ppt
Net Margin 25.28% 26.01% 26.55% 21.60% 22.81% 23.43% +3.68 ppt +3.21 ppt +3.12 ppt

Source: Company data, CMBIS estimates

Figure 3: Risk-adjusted DCF valuation

EBIT 424 686 808 1,086 1,456 1,943 2,585 3,424 4,520 5,944
Tax rate 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
EBIT*(1-tax rate) 318 515 606 815 1,092 1457 1,938 2,568 3,390 4,458
+ D&A 134 139 139 159 181 206 232 261 293 326
- Change in working capital (253) (12) 0) (1) (1) (1) 1) 1) 1) 1)
- Capx (150)  (100) (100) (100) (100)  (100)  (100)  (100)  (100)  (100)

FCFF 49 541 644 873 1,172 1562 2,070 2,729 3,582 4,683

Terminal value 78,245

Terminal growth rate 4.0%

WACC 10.2%

Cost of Equity 13.0%

Cost of Debt 5.0%

Equity Beta 1.0

Risk Free Rate 3.0%

Market Risk Premium 10.0%

Target Debt to Asset ratio 30.0%

Effective Corporate Tax Rate 25.0%

Terminal value 29,557

Total PV 38,271

Net debt (1,476)

Minority interest 191

Equity value 39,555

# of shares (mn) 2,508

Price per share (in Rmb) 15.77

Price per share (in HK$) 19.01

Source: CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E
Revenue 1648 1426 1775 2510 2863 Profit before tax 548 349 444 700 828
ARS 932 979 1224 1331 1509 Depreciation for PP&E 66 76 80 85 85
?"anagemem service 648 375 469 517 570 Change in working (74) (108) (253) (12) )
ee capital
Ancillary medical 68 72 82 89 97 Others 38 41 20 14 8
services
Cost of sales (832) (860) (1012) (1330) (1489) Tax paid (126) (51) (111) (175) (207)
Gross profit 817 566 763 1180 1374 Net cash from 453 308 180 612 714
operating activities
Other income 63 74 53 58 65 Capex (270) (210) (150) (100) (100)
Acquisition of
Other expenses 2) (6) (5) (5) (5) subsidiaries 0 0 0 0 0
Other losses 28 57 11 10 10 Others (2436) 79 (1609) 39 46
R&D expenses 13 11 14 20 23 Net cash from (2706) 131)  (1759) (61) (54)
p (13) an a4 (20) @3) investing activities
Administrative
expenses (211) (275) (302) (427) (487)
Listing expenses 63) 0 0 0 0 Net proceeds from 2934 0 1056 0 0
shares issued
Finance cost 9) (13) (14) (25) (25) Bank borrowing 0 163 1500 0 0
Profit before tax 548 349 444 700 828 Sgr‘{fg;ce from related 30 62 0 0 0
Income tax expense (127) (89) (111) (175) (207) Others (1317) (280) 0) 0 0
Total net profit 421 260 333 525 621 jet cash from 1647 (56) 2556 0 0
inancing activities
Minority Interests (11) 9) (11) (18) (21)
Profit attributable to 410 252 322 507 600 Net change in cash (606) 121 976 552 660
shareholders
Cash at the beginning 1184 580 682 1658 2210
Cash at the end 580 682 1658 2210 2869
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E YE 31 Dec FY19A FY20A FY21E FY22E FY23E
Non-current assets 5515 6,511 8,170 8,132 8,093 Sales mix (%)
Plant and equipment 857 1,056 1,126 1,141 1,156 ARS 56.5 68.6 68.9 53.0 52.7
Goodwill 809 890 2,533 2,533 2,533 Management fee 39.3 26.3 26.4 20.6 19.9
License 388 786 768 750 733 Ancillary services 4.1 5.1 4.6 35 34
Contractual right to
provide management 1,963 1,839 1,839 1,839 1,839 Total 100 100 100 7 76
services
Trademarks 1,305 1,256 1,256 1,256 1,256
Others 103 684 648 612 576 f;/ro‘)’f“ &loss ratios
Gross margin 50 40 43 a7 48
Current assets 3,426 2,652 3,586 4,157 4,825 EBITDA margin 38 31 31 33 33
Inventories 26 25 28 36 41 Pre-tax margin 33 24 25 28 29
Accounts and other 46 69 24 34 39 Net margin 25 18 18 20 21
receivables
Amounts due from 50 81 81 81 81 Effective tax rate 23 25 25 25 25
related parties
E:S“r'f balances and 580 682 1,658 2,210 2,869
Others 2,725 1,795 1,795 1,795 1,795 Balance sheet ratios
Current ratio (x) 8 2 3
Current liabilities 436 555 1,760 1,766 1,775 Trade receivables 3 5 5
turnover days
Accounts and other Trade payables
payables 320 362 67 73 82 turnover days 50 24 24 20 20
Capital contribution 0 0 0 0 0 Net debt to total equity Net Net Net Net Net
deposits ratio (%) cash cash cash cash cash
Amounts due to 41 68 68 68 68
related parties
Tax payables 46 61 61 61 61 Returns (%)
ROE 6.7 3.3 3.9 5.6 6.2
Non-current 863 1,146 1,146 1,146 1,146 ROA 5.3 2.8 3.1 42 4.8
liabilities
Deferred rent 0 0 0 0 0
Deferred tax liabilities 709 791 791 791 791 Per share value
EPS (RMB) 0.19 0.10 0.13 0.20 0.24
Total net assets 7,642 7,462 8,851 9,376 9,998 DPS (RMB) 0.07 0.00 0.00 0.00 0.00
Minority interest 116 179 191 209 230 BVP (RMB) 3.46 3.11 3.53 3.74 3.99
Shareholders 7527 7283 8660 9,168 9,768
equity
Source: Company data, CMBIS estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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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.

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

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or
qualified as a research analyst with the Financial Industry Regulatory Authority (‘FINRA”). The analyst is not subject to applicable restrictions under FINRA
Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report
is intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing
to effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

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.

CMBIS or its affiliate(s) may have financial interest in the securities of the issuer.
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