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Tigermed (300347 CH)

Strong backlog growth driven by solid demand

B 1H21 earnings beat. Tigermed reported 1H21 revenue/ attributable net profit
of RMB2,056mn/ RMB1,255mn, increased by 42%/ 26% YoY, accounting for
48%/ 88% of our full-year estimate. Attributable recurring net profit grew 79%

YoY to RMB543mn in 1H21, which accounted for 58% of our full-year estimate.

Tigermed booked RMB906mn fair value gains and RMB113mn investment
gains in 1H21, totaling 64% of its total net profit. Despite negative impact from
RMB appreciation, Tigermed’s overseas revenue still registered a remarkable
55% YoY growth in 1H21, contributing 54% of the Company’s total revenue.

B Expect the recovery trend to continue in 2021. During 1H21, Tigermed’s
new bookings reached RMB5,074.8mn, representing a 150.8% YoY growth.
Such a strong growth was driven by 1) increasing R&D spending in innovation
therapies and medical devices, 2) recovery of R&D activities from the
pandemic and 3) the increased demand of clinical trials for COVID-19
vaccines and therapies. Revenue from clinical trial solutions (CTS) reached
RMB1,034mn in 1H21, up 45% YoY, while the growth was primarily driven by
the increased revenue from clinical trial operation services. As of 30 Jun 2021,
Tigermed is conducting 491 ongoing drug clinical research projects, up from
389 projects as of end-2020, indicating sustainable income growth for
Tigermed. In addition, revenue generated from clinical-related laboratory
services (CRLS) increased 38.0% YoY to RMB1,022.8mn, mainly thanks to
the recovery of operation of US lab services and SMO services from the
pandemic.

B Accelerating global expansion driven by booming demand. As Chinese
biotech and medical device companies are increasingly developing products
in global markets, Tigermed benefits from increasing overseas clinical trial
demand from Chinese clients. Having been a pioneer in global expansion, as
of 30 Jun 2021, Tigermed is conducting 111 single region clinical trials
overseas and 29 MRCTs. During 1H21, Tigermed has acquired over
RMB800mn new MRCT bookings with bidding successful rate reaching over
30%. Tigermed grew its number of overseas-based employee from 772 by
end-2020 to 854 by mid-2021, with strong presence across the Asia-Pacific
region, North America, Europe, Latin America and Africa.

B Maintain BUY. We revised up our FY21E/ 22E/ 23E attributable net profit
forecasts by 48%/ 19%/ 18% to reflect the strong growth outlook. We lifted our
new DCF-based TP to RMB198.40 (WACC: 9.84%, Terminal growth: 3.0%).

Earnings Summary

(YE 31 Dec) FY19A FY20A FY21E FY22E FY23E
Revenue (RMB mn) 2,803 3,192 4,376 5,836 7,669
Revenue YoY growth (%) 21.85 13.88 37.07 33.37 31.41
Net income (RMB mn) 842 1,750 2,110 2,070 2,621
EPS (RMB) 1.13 2.20 2.42 2.37 3.00
EPS YoY growth (%) 19.70 94.69 9.92 -1.88 26.62
Consensus EPS N/A N/A 2.10 2.57 3.11
P/E (x) 125.27 64.34 58.53 59.66 47.12
P/B (x) 25.11 7.66 6.89 6.28 5.64
Yield (%) 0.20 0.21 0.26 0.25 0.32
ROE (%) 17.66 11.36 13.22 11.64 13.04
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIS estimates
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Stock Data

Mkt Cap (RMB mn) 120,505
Avg 3 mths t/o (RMB mn) 1,330.15
52w High/Low (RMB) 209.41/95.76
Total Issued Shares (mn) 749

Source: Bloomberg

Shareholding Structure

Management 37.11%
Temasek 2.92%
Free float 59.97%

Source: SZSE

Share Performance

Absolute Relative
1-mth -8.5% -5.0%
3-mth -17.8% -10.8%
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1.  Strong momentum continued - 30 Apr
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2.  Strengthening global presence - 1
Apr 2021

3.  Better business recovery outlook in
2021E - 29 Jan 2021
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Figure 1: CMBIS Earnings revisions

New old Diff (%)
RMB mn FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
Revenue 4,376 5,836 7,669 4,281 5,521 7,038 2.23% 5.70% 8.96%
Gross Profit 2,081 2,769 3,642 2,065 2,669 3,407 0.81% 3.75% 6.90%
Operating Profit 1,193 1,640 2,189 1,215 1,617 2,123 -1.86% 1.40% 3.12%
Net profit 2,110 2,070 2,621 1,426 1,746 2,228 47.94%  18.54%  17.64%
EPS (RMB) 2.42 2.37 3.00 1.63 2.00 2.55 47.94%  18.54%  17.64%
Gross Margin 4756%  A47.44%  47.48% = 48.23%  4833%  48.40% | -0.67ppt -0.89ppt  -0.92 ppt
Operating Margin 27.25%  28.10%  28.54% = 28.39%  29.29%  30.16% @ -1.14ppt -1.19ppt  -1.62 ppt
Net Margin 48.22%  3547% = 34.18% = 33.32%  31.63%  31.66% | +14.90ppt +3.84ppt  +2.52 ppt

Source: Company data, CMBIS estimates

Figure 2. CMBIS estimates vs consensus

CMBIS Consensus Diff (%)
RMB mn FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
Revenue 4,376 5,836 7,669 4,188 5,441 6,915 4.48% 7.26% 10.91%
Gross Profit 2,081 2,769 3,642 2,001 2,620 3,360 4.00% 5.66% 8.39%
Operating Profit 1,193 1640 2,189 1,918 2,386 2,906 -37.82% -31.27% -24.67%
Net profit 2,110 2,070 2,621 1,834 2,229 2,677 15.04% -7.13% -2.09%
EPS (RMB) 2.42 2.37 3.00 2.10 2.57 3.11 15.43% -7.75% -3.24%
Gross Margin 47.56% 47.44% 47.48% 47.79% 48.16% 48.59% -0.22ppt  -0.72ppt  -1.10 ppt
Operating Margin 27.25% 28.10% 28.54% 45.80% 43.85% 42.02% -18.54 ppt  -15.75ppt  -13.48 ppt
Net Margin 48.22% 35.47% 34.18% 43.79% 40.97% 38.71% +4.42 ppt -5.50 ppt -4.54 ppt

Source: Company data, Bloomberg, CMBIS estimates

Figure 1: Risk-adjusted DCF valuation

DCF Valuation (in Rmb mn) 2022E 2024E 2025E 2026E 2028E

EBIT 2,600 2,614 3,343 4,513 6,047 8,043 10,616 13,907 18,080 23,323
Tax rate 6.12% 6.12% 6.12% 6.12% 6.12% 6.12% 6.12% 6.12% 6.12% 6.12%
EBIT*(1-tax rate) 2,441 2,454 3,138 4,237 5,677 7,551 9,967 13,057 16,974 21,896
+ D&A 108 120 130 150 171 193 216 240 264 287
- Change in working capital -433 =277 -348 -401 -457 -516 -578 -642 -706 -770
- Capx 59 -383 -203 -233 -266 -300 -336 -373 -411 -447
FCFF 2,176 1,914 2,717 3,753 5,125 6,927 9,268 12,281 16,121 20,966
Terminal value 315,723

Terminal growth rate
WACC

Cost of Equity

Cost of Debt

Equity Beta

Risk Free Rate

Market Risk Premium

Target Debt to Asset ratio
Effective Corporate Tax Rate

Terminal value

Total PV

Net debt

Equity value

# of shares (mn)

DCF per share (in RMB)

3.00%
9.84%
12.85%
5.00%
0.90
2.50%
11.50%
35.00%
15.00%

123,510
164,586
-10,809
173,094
872
198.40

Source: CMBIS estimates
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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 2,803 3,192 4,376 5,836 7,669 Total net profit 975 2,029 2,672 2,621 3,319
Clinical field service 1347 1519 2125 2863 3815 Depreciationand 47 85 68 80 90
amortization
Clinical test technical 1,446 1,657 2234 2949 3,834 Change inworking capital (169)  (41) (433) (277) (348)
Other business 10 16 17 18 20 Investment loss (gain) (180) (284) (113) 0 0
Cost of sales (1,500) (1,678) (2,295) (3,067) (4,028) Other operating activities (247) (791) (1,499) (1,112) (1,307)
Gross profit 1,303 1514 2,081 2,769 3,642 Operating cash flow 528 999 696 1,312 1,754
Business taxes (11) (11) (29) (26) (34) Capex (103) (156) (156) (156) (156)
Selling expenses (81) (97)  (141) (175)  (222) Eé’srgrsase of investment (1,015) (2,910) (1,200) (1,200) (1,200)
Admin expenses (350) (391) (524) (683) (890) Other investing activities 479 699 1,416 974 1,154
R&D expenses (124) (157) (204) (245) (307) Investing cash flow (638) (2,367) 59 (383) (203)
Operating profit 737 859 1,193 1,640 2,189
_Net proceeds from shares 1,441 11,212
issued
Finance costs, net (10) (88) 245 178 193 Bank borrowing 180 (903)
Investment gains 180 284 113 0 0 ﬁfgféz'tts'on of non-controlling
Other gains 203 1,159 1,297 974 1,154 Dividends and interests paid (266) (271) (70) (131) (199)
Pre-tax profit 1,089 2,219 2,846 2,792 3,536 Other financing activities 80 (698) 0 0 0
Financing cash flow 1,434 9,339 (70) (131) (199)
Income tax (114) (190) (174) (171) (216)
Minority interests (134) (279) (562) (551) (698) FX changes 15 47) 0 0 0
Net profit 842 1,750 2,110 2,070 2,621 Net change in cash 1,339 7,923 685 798 1,352
5:;“ atthe beginning of the g8 5 037 10,124 10,809 11,607
Cash at the year end 2,042 10,124 10,809 11,607 12,960
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 4,163 7,860 9,109 10,346 11,572 Sales mix (%)
Fixed asset 252 300 421 530 629 Clinical trial technical services 48 48 49 49 50
Intangible assets 96 142 115 88 62 Clinical trial consulting services 52 52 51 51 50
Financial assets 0 0 0 0 0 Other business 0 1 0 0 0
available for sale
Goodwill 1,158 1,445 1,445 1,445 1,445 Total 100 100 100 100 100
Other non-current 2656 5973 7,128 8282 9437
assets
Profit & loss ratios (%)
Current assets 3,370 11,646 12,903 14,062 15,868 Gross margin 46 47 48 47 47
Cash 2,042 10,124 10,809 11,607 12,960 EBITDA margin 41 75 61 46 45
Inventories 1 5 3 4 6 Pre-tax margin 39 70 65 48 46
Trade and bills receivables 1,080 496 1,079 1,439 1,891 Net margin 30 55 48 35 34
Prepayments, deposits and ;
other receivables 26 28 28 28 28 Effective tax rate 10 9 6 6 6
Other current assets 220 994 983 983 983
Balance sheet ratios
Current liabilities 1,791 1,139 1,289 1,373 1,478 Current ratio (x) 2 10 10 10 11
Borrowings 864 0 0 0 0 (‘jl’;?/csie receivables turnover 121 90 90 90 90
Trade and other 185 181 181 181 181 Trade payables turnover 28 40 40 40 40
payables days
Other current liabilities 742 958 1,107 1,192 1,296 Net debt to equity ratio (%)  Netcash Netcash Netcash Netcash Netcash
Non-current liabilities 220 508 508 508 508 Returns (%)
Borrowings 37 0 0 0 0 ROE 18 11 13 12 13
Other non-current 184 508 508 508 508 ROA 13 10 12 11 12
liabilities
Total net assets 5522 17,858 20,215 22,526 25,454 Per share
Minority interest 1,296 1,740 2,302 2,853 3,651 EPS (RMB) 113 220 242 237 3.00
Shareholders' equity 4,225 16,119 17,913 19,673 21,902 DPS (RMB) 0.28 030 036 035 045
BVPS (RMB) 5.64 1847 20.53 2255 25.10

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.

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

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 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.
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(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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