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XtalPi (2228 HK)

Empowered by Al, unlocking broad commercial
prospects
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BUY (Maintain)

B Al-powered innovative R&D platform backed by stable revenue growth. Targ_et Price HKS$7.57
XtalPi leverages its Al-driven innovative R&D platform to deliver stable (Previous TP HKS7.25)
revenue growth across its two core businesses: (i) drug discovery solutions, Up/Downside 13.3%
providing end-to-end modular solutions for the drug development process, Current Price HK$6.68
and (i) intelligent automation solutions, encompassing solid-state R&D China Healthcare
services and automated chemical synthesis services. In the drug discovery .
segment, the company has established strategic collaborations with leading Jill WU, CFA
pharmaceutical firms, including Eli Lilly, Johnson & Johnson, CTTP, Zhuhai _(_852) 3900 0842
United Lab, Meta Biopharma, and Signet Therapeutics. Meanwhile, its Jilwu@cmbi.com.hk
intelligent automation solutions enhance R&D efficiency by integrating Andy WANG
automated synthesis and data analysis, with applications spanning new (852) 3657 6288
materials and energy fields. XtalPi’'s revenue is on a robust growth trajectory, andywang@cmbi.com.hk
projected to grow from RMB174mn in FY23 to RMB251mn (+44% YoY) in Stock Data
FY24E, and further to RMB434mn (+73% YoY) in FY25E, per our estimates. Wkt Cap (HKS mn) 26,8523
Diversified partnerships to unlock cross-industry potential. XtalPi's ﬁ;’?al?’lfsﬁfd”&f;’éf(":n”% 43?322
extensive network of partnerships underscores its broad application Source. FaciSet '
potential and commercial prospects across Al and robotics-enabled _
industries. Beyond drug discovery, the company collaborates with GCL Shareholding Structure .
Group to advance new energy materials, supporting the green transition in gigifﬂ;';ﬂg;&gioc R
the energy sector. It also partners with Guangzhou University of Chinese Source: HKEx
Medicine to develop intelligent and automated platforms for TCM drug R&D,
driving high-quality growth in the TCM industry. Collaborations with Share Performan:s m =T
Microsoft China focus on innovation in biomedicine and new materials, while 1-mth SSEOZ es%/(:
a partnership with JW Pharmaceutical leverages Al-enabled robotic labs to 3-mth 40.3% 14.5%
enhance R&D efficiency. Additionally, through its joint venture with 6-mth -48.8% -62.5%

Indonesia's Sinar Mas Group, XtalPi promotes Al applications across Source: FactSet

diverse industrial fields. The company has also extended its reach into
agriculture, Al infrastructure, and other sectors through collaborations with

12-mth Price Performance

(HK$ 2228 HK
16.0 HSI (Rebased)

enterprises and research institutions. These partnerships highlight XtalPi’s 14.0
strong cross-industry capabilities and its potential to create value in }58
emerging markets. 8.0

B Maintain BUY. XtalPi's dual revenue streams from drug discovery and ' ‘ ‘ ‘
intelligent automation are on a stable growth trajectory. The company further Jun-24 Sep-24 Dec-24 Mar-25
strengthened its financial position by completing two fundraising placement Source: FactSet
in 2025, raising HK$3.2bn to enhance its cash reserves and fund future
growth initiatives. With broad collaborations and cross-industry applications,
XtalPi is well-positioned for future commercial success. We derive our target
price of HK$7.57 based on a DCF model (WACC: 9.64%, terminal growth
rate: 3.0%).

B Risks: Risks relating to 1) R&D progress of drug candidates in partnerships,
2) sustainability of commercialization, and 3) shareholder sell-off following
lock-up expiration.

Earnings Summary

YE 31 Dec FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 133 174 251 434 841
YoY growth (%) 112.3 30.8 44.1 72.6 93.8
Net profit (RMB mn) (1,439) (1,906) (1,491) (310) (86)
Adjusted net profit (RMB mn) (437) (543) (466) (260) (86)
R&D expenses (RMB mn) (359) (481) (400) (370) (378)
Admin expenses (RMB mn) (204) (296) (380) (250) (294)

Source: Company data, Bloomberg, CMBIGM estimates.
Note: adjusted net profit removes the impacts from share-based compensation and fair value changes
of convertible redeemable preferred shares.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Base case risk-adjusted DCF valuation

EBIT (1,515) (357) (158) 52 379 748 1,263 1,799 2,361 2,878 3,461 4,114
Tax rate 0% 0% 0% 15% 15% 15% 15% 15% 15% 15% 15% 15%
EBIT*(1-tax rate) (1,515) (357) (158) 44 322 636 1,074 1,529 2,006 2,447 2,942 3,497
+ D&A 56 57 56 55 54 54 53 53 52 52 52 52
- Change in working capital 4 (@37 (69) (63) (102) (108) (183) (139) (178) (140) (143) (144
- Capex (60) (60) (50) (50) (50) (50) (50) (50) (50) (50) (50) (50)

FCFF (1,523) (397) (222) (13) 224 532 895 1,394 1,831 2,309 2,801 3,354

Terminal value 52,024

Total PV (RMB mn) 24,305

Net debt (4,022)

Minority interest (RMB mn) 26

Equity value (RMB mn) 28,301

Equity value (HK$ mn) 30,431

Equity value (US$ mn) 3,901

No. of shares (mn) 4,020

DCF per share (HK$) 7.57

Terminal growth rate 3.0%

WACC 9.64%

Cost of equity 13.0%

Cost of debt 4.0%

Equity beta 1.0

Risk free rate 2.5%

Market risk premium 10.5%

Target debt to asset ratio 35.0%

Effective corporate tax rate 15.0%

Source: CMBIGM estimates

Figure 2: Sensitivity analysis (HK$)

WACC
8.64% 9.14% 9.64% 10.14% 10.64%
4.0% 10.72 9.51 8.52 771 7.02
3.5% 9.90 8.87 8.01 7.29 6.67
Terminal growth rate 3.0% 9.23 8.33 7.57 6.93 6.37
2.5% 8.66 7.87 7.19 6.61 6.11
2.0% 8.18 7.47 6.87 6.34 5.88
Source: Company data, CMBIGM estimates
Figure 3: CMBIGM estimates revision
N Old Diff (%)
RMB mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 251 434 841 306 562 911 (18) (23) (8)
Operating profit (640) (357) (158) (692) (313) (50) NA NA NA
Net profit (1,491) (310) (86) (660) (281) (23) NA NA NA
Source: Company data, Bloomberg, CMBIGM estimates
Figure 4. CMBIGM estimates vs consensus
CMBIGM Consensus Diff (%)
RMB mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 251 434 841 259 447 771 (3) (3) 9)
Operating profit (640) (357) (158) (648) (385) (133) NA NA NA
Net profit (1,491) (310) (86) (586) (321) (100) NA NA NA

Source: Company data, Bloomberg, CMBIGM estimates

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

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 63 133 174 251 434 841
Selling expense 27) (40) (62) (60) (69) (108)
Admin expense (137) (204) (296) (380) (250) (294)
R&D expense (213) (359) (481) (400) (370) (378)
Others (30) (67) (126) (152) (152) (219)
Operating profit (299) (525) (722) (640) (357) (158)
Other income 9 21 28 100 50 0
Other gains/(losses) 37 (8) 41 0 0 0
Interest income 14 50 103 35 59 84
Interest expense (4) (6) (10) (12) (12) (12)
Others (1,848) (958) (1,277) (875) 0 0
Pre-tax profit (2,137) (1,439) (1,906) (1,491) (310) (86)
Income tax 0 0 0 0 0 0
Minority interest 0) (0) 0 0 0 0
Adjusted net profit (2,137) (1,439) (1,906) (1,491) (310) (86)
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 3,920 3,597 2,945 2,581 5,311 5,242
Cash & equivalents 3,524 574 711 831 4,225 4,075
Restricted cash 13 5 2 2 2 2
Account receivables 31 38 39 54 90 170
Prepayment 30 52 41 41 41 41
ST bank deposits 305 2,538 1,251 751 51 51
Financial assets at FVTPL 0 356 863 863 863 863
Other current assets 17 33 38 38 38 38
Non-current assets 462 719 1,060 1,064 1,068 1,062
PP&E 177 318 370 374 377 372
Right-of-use assets 94 78 189 189 189 189
Intangibles 5 7 8 8 8 8
Financial assets at FVTPL 170 285 424 424 424 424
Other non-current assets 16 33 69 69 69 69
Total assets 4,382 4,316 4,006 3,645 6,379 6,304
Current liabilities 161 198 297 309 309 320
Short-term borrowings 22 36 60 60 60 60
Account payables 11 14 14 25 25 36
Other current liabilities 101 108 139 139 139 139
Lease liabilities 17 24 59 59 59 59
Contract liabilities 10 16 26 26 26 26
Non-current liabilities 7,825 9,428 10,950 169 169 169
Long-term borrowings 11 0 0 0 0 0
Convertible bonds 7,701 9,321 10,780 0 0 0
Other non-current liabilities 113 107 169 169 169 169
Total liabilities 7,986 9,626 11,247 478 478 489
Share capital 0 0 0 0 0 0
Retained earnings (3,684) (5,126) (7,040) (8,532) (8,841) (8,927)
Other reserves 75 (202) (227) 11,673 14,716 14,716
Total shareholders equity (3,609) (5,328) (7,267) 3,141 5,875 5,789
Minority interest 5 18 26 26 26 26
Total equity and liabilities (3,604) (5,310) (7,241) 3,168 5,901 5,815

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)
Operating
Profit before taxation (2,137) (1,439) (1,906) (1,491) (310) (86)
Depreciation & amortization 23 69 122 56 57 56
Tax paid 0 0 0 0 0 0
Change in working capital 20 (22) (13) 4) (37) (69)
Others 1,841 963 1,231 126 3 (73)
Net cash from operations (254) (429) (568) (1,313) (287) (172)
Investing
Capital expenditure (161) (193) (124) (60) (60) (50)
Net proceeds from disposal of short-term 166 (207) 3601 500 700 0
investments '
Others (76) (2,357) (2,742) 35 59 84
Net cash from investing (70) (2,758) 736 475 699 34
Financing
Dividend paid 0 0 0 0 0 0
Net borrowings 20 25 60 0 0 0
Proceeds from share issues 2,480 0 0 970 2,993 0
Others (24) 33 (86) (12) (12) (12)
Net cash from financing 2,476 58 (26) 958 2,981 (12)
Net change in cash
Cash at the beginning of the year 1,431 3,524 574 711 831 4,225
Exchange difference (59) 179 (6) 0 0 0
Cash at the end of the year 3,524 574 711 831 4,225 4,075
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec
Revenue 76.2% 112.3% 30.8% 44.1% 72.6% 93.8%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec
Operating margin (476.8%) (393.9%) (414.1%) (254.7%) (82.2%) (18.8%)
Adj. net profit margin (3,403.4%) (1,078.7%) (1,092.9%) (593.3%) (71.3%) (10.2%)
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec
Current ratio (x) 24.4 18.2 9.9 8.4 17.2 16.4

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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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.

CMBIGM 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 CMBIGM

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 Global Markets Limited

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

CMB International Global Markets Limited (“CMBIGM”) 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. CMBIGM
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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
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 CMBIGM 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.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM 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 CMBIGM 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 CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM 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 CMBIGM.

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 (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM 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.
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