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3SBio (1530 HK)

Earnings beat, rich pipeline promises future
growth

BUY (Maintain)

Target Price HK$14.18
3SBio delivered a strong performance in 2024. Revenue increaseo! 16.5% YoY (Previous TP HK$9.91)
to RMB9.1bn, exceeding our estimates by 3.3%, driven by the continued robust Up/Downside 31.1%
growth of TPIAO, Mandi and other products. Attributable net profltl increased by Current Price HK$10.82
34.9% YoY to RMB2.1bn, 9.1% above our forecast. 3SBio’s attributable NPM
improved by 2.0 ppts, driven by 1.0 ppt increase in GPM and 2.3 ppts decrease China Healthcare
in SG&A ratio. Additionally, the Company declared a 2024 dividend of HK$0.25 Jill WU, CEA
per share, implying a 26% payout ratio. (852) 3900 0842
B TPIAO maintains strong growth momentum. In 2024, TPIAO's sales jillwu@cmbi.com.hk

increased 20.4% YoY to RMB5.1bn. By volume, its market share expanded Cathy WANG
: 7 . i y
to 34.3%, surpassing IL-11 for the first time to become the leading drug in (852) 3916 1729
'Chlna's. thrombocy@ope'nla treailtm'ent. market. Vylf[h stable _pricing and cathywang@cmbi.com.hk
increasing penetration in CIT indication, we anticipate continued robust
growth momentum for TPIAO. Stock Data
B Expanding commercial portfolio through in-house R&D and business ng?ﬁtﬁgﬁm& mn) 25’?22:1
development. In 2024, 3SBio submitted NDAs for four novel therapies: 52w High/Low (HK$) 10.82/5.52
SSS06, 608, TPIAO for CLDT indication, and Eltrombopag suspension. Total Issued Shares (mn) 2395.6
Looking ahead to 2025, additional NDA submissions are expected for Source: FactSet
Clascoterone (WS204) and 613 (IL-1B). Furthermore, 3SBio has expanded Shareholding Structure
its pipeline through strategic in-licensing, acquiring four key assets: TMF (Cayman) Ltd. 23.9%
Semaglutide, Paclitaxel Oral Solution, Clifutinib Besylate, and a HER2 ADC. Decade Sunshine 19.7%
Notably, Paclitaxel Oral Solution has received NMPA approval, while Source: [FIND
Semaglutide, Clifutinib Besylate, and the HER2 ADC are currently in Ph3 Share Performance
studies, with anticipated NDA submissions in 2026E and 2027E. Absolute Relative
) ) ) 1-mth 52.0% 53.9%
B 707 (PD-1/VEGF) demonstrates global BIC potential. 707 is progressing 3-mth 78.8% 53.1%
rapidly, with four ongoing Ph2 clinical trials. Early data in NSCLC suggests 6-mth 77.4% 50.5%
global BIC potential, highlighting significant opportunities for international Source: FactSet
collaboration. The NMPA has approved a Ph3 trial evaluating 707 as a 12-mth Price Performance
monotherapy in first-line PD-L1+ NSCLC. Additionally, 705 (PD-1/HER?2), o 1380 R sod)
706 (PD-1/PD-L1) and 626 (BDCAZ2) also have global potential, which are 10.0
progressing through Ph1 trials. Among these, 626 (BDCAZ2) stands out as a 9.0
promising candidate, with significant potential for treatment of SLE. 626 is -
currently the second most advanced anti-BDCA2 mAb in development 6.0
globally, following Biogen’s Litifilimab, which has entered Ph3 trials after 50z izt ez Dedzi  welzs
demonstrating positive Ph2 results. In Feb 2025, Biogen and Royalty Source: FactSet
Pharma announced a US$250mn collaboration deal for Litifilimab. '
B Maintain BUY. With a strong commercial portfolio and expanding pipeline,
3SBio remains well-positioned for sustainable long-term growth, in our view.
We thus revise up our earnings forecasts and raise our TP from HK$9.91 to
HK$14.18 based on an 11-year DCF model (WACC: 12.2%, terminal growth
rate: 2.0%), indicating 13x 2025E PE.
Earnings Summary
(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 7,816 9,108 10,331 11,446 12,611
YoY growth (%) 13.8 16.5 13.4 10.8 10.2
gt;r)'b”tab'e net profit (RMB 1,549 2,090 2,317 2,557 2,824
YoY growth (%) (19.1) 34.9 10.8 10.4 10.4
EPS (Reported) (RMB) 0.64 0.86 0.97 1.07 1.18
PIE (x) 15.9 11.7 10.5 9.5 8.6
Net gearing (%) (0.4) (13.1) (6.3) (12.8) (19.0)
Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1. Earnings revision

New Old Diff (%)

RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 10,331 11,446 12,611 9,892 10,765 NA 4.4% 6.3%

Gross profit 8,885 9,786 10,719 8,458 9,150 NA 5.0% 7.0% NA
Operating profit 3,051 3,315 3,616 3,087 3,327 NA -1.2% -0.4% NA
Net profit 2,317 2,557 2,824 2,177 2,376 NA 6.4% 7.6% NA
EPS (RMB) 0.97 1.07 1.18 0.90 0.98 NA 7.4% 8.9% NA
Gross margin 86.00% 85.50% 85.00% 85.50% 85.00% NA +0.5ppt +0.5ppt NA
Operating margin 29.54% 28.96% 28.68% 31.21% 30.91% NA -1.67ppt -1.95ppt NA
Net margin 22.42% 22.34% 22.39% 22.01% 22.07% NA +0.41ppt +0.27ppt NA

Source: Company data, CMBIGM estimates

Figure 2: Risk-adjusted DCF valuation

EBIT 2,827 3,109 3,423 4,051 4,596 5,039 5410 5,823 6,120 6,373 6,599
Tax rate 18.42% 18.42% 18.42% 18.42% 18.42% 18.42% 18.42% 18.42% 18.42% 18.42% 18.42%
EBIT*(1-tax rate) 2,307 2,537 2,793 3,305 3,750 4,111 4,414 4,751 4,993 5,200 5,384
+ D&A 386 402 417 431 445 458 470 482 493 504 514
- Change in working capital -1,112 -240 -253  -313 -312 -263 -167 -188  -107 -76 -56
- Capex -680 -680 -680 -680 -680 -680 -680 -680 -680 -680 -680

FCFF 901 2,019 2,277 2,743 3,202 3,626 4,037 4,364 4,699 4,947 5,161

Terminal value 51,639

Terminal growth rate 2.00%

WACC 12.20%

Cost of Equity 15.60%

Cost of Debt 5.00%

Equity Beta 1.20

Risk Free Rate 3.00%

Market Risk Premium 10.50%

Target Debt to Asset ratio 30.00%

Effective Corporate Tax Rate 15.00%

Terminal value (RMB mn) 14,564

Total PV (RMB mn) 32,165

Net debt (RMB mn) -1,072

Minority interests (RMB mn) 2,661

Equity value (RMB mn) 30,576

Equity value (HK$ mn) 33,974

# of shares (mn) 2,396

Price per share (HK$ per 14.18

share)

Source: CMBIGM estimates

Figure 3: Sensitivity analysis

WACC
11.20% 11.70% 12.20% 12.70% 13.20%
3.00% 17.26 16.06 14.99 14.04 13.18
2.50% 16.68 15.56 14.56 13.67 12.86
Terminal growth rate 2.00% 16.16 15.12 14.18 13.34 12.57
1.50% 15.69 14.72 13.83 13.04 12.31
1.00% 15.28 14.35 13.52 12.76 12.07
Source: CMBIGM estimates
Figure 4: CMBIGM estimates vs consensus
CMBIGM Consensus Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 10,331 11,446 12,611 9,825 10,801 11,523 5.2% 6.0% 9.4%
Gross Profit 8,885 9,786 10,719 8,378 9,211 9,793 6.0% 6.2% 9.5%
Operating Profit 3,051 3,315 3,616 2,940 3,203 3,455 3.8% 3.5% 4.7%
Attributable net profit 2,317 2,557 2,824 2,354 2,695 2,569 -1.6% -5.1% 9.9%
EPS (RMB) 0.97 1.07 1.18 0.93 1.02 1.06 4.0% 5.0% 11.2%
Gross Margin 86.00% 85.50% 85.00% 85.27% 85.28% 84.99% +0.73ppt +0.22ppt +0.01ppt
Operating Margin 29.54% 28.96% 28.68% 29.92% 29.65% 29.98% -0.39ppt -0.7ppt -1.31ppt
Net Margin 22.42% 22.34% 22.39% 23.96% 24.95% 22.29% -1.54ppt -2.61ppt +0.1ppt

Source: Company data, Bloomberg, CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 6,866 7,816 9,108 10,331 11,446 12,611
Cost of goods sold (1,194) (1,174) (1,280) (1,446) (1,660) (1,892)
Gross profit 5,672 6,642 7,828 8,885 9,786 10,719
Selling expense (2,581) (3,006) (3,351) (3,822) (4,349) (4,880)
Admin expense (393) (481) (502) (559) (608) (657)
R&D expense (694) (795) (1,327) (1,343) (1,431) (1,513)
Others 413 (139) (89) (109) (84) (52)
Operating profit 2,417 2,221 2,560 3,051 3,315 3,616
Share of (losses)/profits of associates/JV (34) (30) 349 0 0 0
Net Interest income/(expense) (103) (212) (191) (137) (93) (50)
Pre-tax profit 2,280 1,978 2,718 2,914 3,222 3,567
Income tax (371) (392) (501) (537) (593) (657)
Minority interest @) 37 127 61 71 86
Net profit 1,909 1,586 2,218 2,378 2,628 2,910
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 9,751 9,193 9,347 8,618 9,878 11,362
Cash & equivalents 2,152 2,611 2,143 694 1,538 2,585
Account receivables 1,312 1,095 1,305 1,361 1,508 1,662
Inventories 713 778 795 881 1,002 1,131
Prepayment 505 1,132 741 1,319 1,468 1,621
Financial assets at FVTPL 4,861 3,303 3,769 3,769 3,769 3,769
Other current assets 208 274 594 594 594 594
Non-current assets 12,258 14,432 14,866 15,160 15,438 15,700
PP&E 4,114 4,692 4,993 5,335 5,660 5,970
Intangibles 1,578 1,554 1,685 1,655 1,625 1,595
Goodwill 4,140 4,199 4,253 4,253 4,253 4,253
Other non-current assets 2,426 3,986 3,935 3,917 3,900 3,883
Total assets 22,009 23,625 24,213 23,777 25,316 27,062
Current liabilities 1,844 3,728 5,464 3,346 3,023 2,707
Short-term borrowings 413 2,112 2,244 1,744 1,244 744
Account payables 250 212 180 191 219 249
Tax payable 112 33 50 50 50 50
Other current liabilities 1,069 1,371 2,990 1,361 1,510 1,664
Non-current liabilities 4,801 3,384 713 713 713 713
Long-term borrowings 1,902 1,463 38 38 38 38
Bond payables 0 1,226 0 0 0 0
Deferred income 423 412 390 390 390 390
Other non-current liabilities 2,477 283 285 285 285 285
Total liabilities 6,645 7,111 6,176 4,058 3,736 3,420
Share capital 0 0 0 0 0 0
Treasury shares -236 -236 -236 -236 -236 -236
Share premium 3,693 3,517 2,729 2,729 2,729 2,729
Other reserves 9,468 10,752 12,942 14,564 16,354 18,331
Total shareholders equity 12,926 14,034 15,436 17,058 18,848 20,825
Minority interest 2,438 2,480 2,600 2,661 2,732 2,818
Total equity and liabilities 22,009 23,625 24,213 23,777 25,316 27,062

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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CASH FLOW 2022A 2023A 2024E 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 2,280 1,978 2,718 2,914 3,222 3,567
Depreciation & amortization 398 351 413 386 402 417
Tax paid (346) (471) (501) (537) (593) (657)
Change in working capital 31 (162) 414 (1,112) (240) (253)
Others (228) 386 (291) 50 (19) (94)
Net cash from operations 2,134 2,083 2,754 1,702 2,771 2,980
Investing

Capital expenditure (975) (704) (680) (680) (680) (680)
Others (2,748) (641) 148 87 112 144
Net cash from investing (3,723) (1,345) (532) (593) (568) (536)
Financing

Dividend paid (417) (225) (539) (695) (767) (847)
Net borrowings 1,928 1,188 (500) (500) (500) (500)
Others (748) (1,316) (431) (1,363) (93) (50)
Net cash from financing 763 (353) (1,470) (2,558) (1,360) (1,397)
Net change in cash

Cash at the beginning of the year 2,868 2,152 2,611 2,143 694 1,538
Exchange difference 109 75 0 0 0 0
Cash at the end of the year 2,152 2,611 3,363 694 1,538 2,585
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue 7.6% 13.8% 16.5% 13.4% 10.8% 10.2%
Gross profit 7.5% 17.1% 17.9% 13.5% 10.1% 9.5%
Operating profit 22.5% (8.1%) 15.3% 19.2% 8.6% 9.1%
Net profit 17.3% (16.9%) 39.8% 7.2% 10.5% 10.7%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 82.6% 85.0% 86.0% 86.0% 85.5% 85.0%
Operating margin 35.2% 28.4% 28.1% 29.5% 29.0% 28.7%
Return on equity (ROE) 15.2% 11.8% 15.0% 14.6% 14.6% 14.7%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Net debt to equity (x) (0.2) (0.0) (0.1) (0.2) (0.1) (0.2)
Current ratio (x) 5.3 25 1.7 2.6 3.3 4.2
Receivable turnover days 715 56.2 48.1 48.1 48.1 48.1
Inventory turnover days 2145 231.6 2243 222.3 220.3 218.3
Payable turnover days 73.3 71.7 55.9 55.9 55.9 55.9
VALUATION 2022A AOPACTN 2024A 2025E 2026E 2027E
YE 31 Dec

P/E 12.9 15.9 11.7 10.5 9.5 8.6
P/E (diluted) 13.6 16.2 11.9 10.5 9.5 8.6
P/B 1.6 15 14 1.2 11 1.0
Div yield (%) 0.9 2.2 2.2 2.9 3.2 35

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 (I)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,
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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
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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
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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.
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