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Shanghai IVD distribution business to be largest earnings driver in 2016/17

e Expect in-vitro diagnostic (IVD) device distribution
business in Shanghai to be the largest earnings
driver, making up 16-38% of 15F-17F earnings

e The growth of the Shanghai IVD business itself
will be mainly driven by hospitals’ determination
to increase medical service offerings, sales
network & product portfolio expansion

e Yestar is believed to be in talks with other M&A
targets. Successful M&A will accelerate EPS CAGR
in 2014-17F (current estimates: 43%)

e Maintain BUY. TP at HK$4.27

In 2Q 2015, Yestar announced its acquisitions of 70% stakes in five
companies engaging in the distribution of Roche (ROG VX) IVD

products (Shanghai Emphasis, Shanghai Chaolian, Shanghai Jianchu,

Shanghai Haole, Shanghai Dingpei) for Rmb910m. Shanghai
Emphasis holds the distribution rights of Roche IVD products in
China and the other four companies are distributors for Shanghai
Emphasis. There is an aggregate guaranteed profit by the vendor
Mr. Li Bin in the acquisition (see the following table). Thanks to the
guaranteed profit, the newly acquired Shanghai IVD companies will
be a major earnings contributor for Yestar. We estimate it will
account for 16%/38%/37% of Yestar's earnings in 15F / 16F / 17F.

Earnings growth of Yestar’s IVD business in Shanghai

We discussed with the head of Yestar’s IVD business in Shanghai
(also the vendor of the above-mentioned acquisition), Mr. Li Bin, to
learn more about the growth drivers of Yestar’s IVD business in
Shanghai.

Shanghai IVD business earnings to grow by 60% in FY15F. We
believe there are two drivers for the growth:

1) Increase in IVD machines installed. The sales of IVD devices
consist of two parts: IVD machines and IVD consumables. To
provide IVD services, hospitals need to continuously renew IVD
consumables used in the IVD machines. Thus, once the IVD
machines are installed, there will be stable demand for IVD
consumables. In Shanghai region, the number of the
company'’s IVD machines installed and in service has been
growing (see the following table), and creates increasing
demand for IVD consumables.

IVD machines in service

Profit after tax (Rmb m) Change %
2012 actual 58

2013 actual 84 45%
2014 actual 97 16 %
2015 guaranteed* 156 60%
2016 guaranteed* 187 20%
2017 guaranteed* 225 20%

Source: company, DBS Vickers

*The earnings are guaranteed by Mr. Li Bin. If they are not achieved,

he has to compensate the difference to Yestar.

2011 c.265
2012 c.385
2013 c.505
2014 ¢.600
Jun-15 c.650
Dec-15 c.700

Source: company, DBS Vickers

2)  Rebates offered by Roche. The Shanghai IVD division mainly
distributes Roche (ROG VX) IVD products. Once the sales
exceeds the target set by Roche, it will offer a rebate. We
estimate the sales target to be c.Rmb700m in 2015. Judging
from the number of IVD machines installed, the actual sales
could exceed Rmb900m in 2015 which could generate rebates
of Rmb20m — 30m from Roche.
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Shanghai IVD business earnings to grow by 20% in 2016F/17F,
boosted by four drivers:

Public hospitals’ determination to increase their medical
service offerings. Drug sales make up c.46% of Shanghai’s
public hospitals' revenue. We estimate that it accounts for
>50% of their net income as hospitals are allowed to mark up
15% over their procurement cost when selling the drugs.
However, the Central government is gradually removing the
mark-up. By 2017, all public hospitals will not be allowed to
mark up prices when selling drugs and drug sales can only
account for 30% of total public hospitals’ revenue. In view of
these changes, the net income of public hospitals in Shanghai
will be negatively impacted. They need to look for other
revenue sources to compensate, such as increasing medical
service offerings. IVD devices are necessary for providing
medical services. Thus, we believe the demand for IVD devices
in Shanghai will increase.

leasing arrangement. As for the procurement of IVD
consumables, they will be paid with the revenue from IVD
services provided to the masses. This strategy can attract 3*
tier hospitals to become customers without requiring them to
commit any capital. Also, as these hospitals are involved in the
establishment and development of the testing centers, they
would have higher confidence on the quality of the IVD service.

3)  Penetration into regions other than Shanghai. The Shanghai
division is already selling IVD products in Jiangsu, Jiangxi and
Henan provinces. By co-operating with large hospital groups
that have a nationwide hospital network, the division will
further expand its presence in other regions.

4)  Product portfolio expansion. The Shanghai division mainly
distributes Roche IVD products, and a minority of revenue is
contributed by Thermo Fisher's (TMO US) products. Those
products are for diagnosis of immune system, cancer, bacteria,
and bio-chemical index. The division is now expanding into
other areas (e.g. measure of clotting activation) to expand
revenue sources.

2)  Penetration into 3 tier hospitals. The Shanghai division covers
over 90% of top and 2™ tier hospitals in Shanghai. The Driven by the Shanghai IVD business, Yestar’s EPS CAGR in 2014-
division is now penetrating into 3" tier hospitals, which 17F is expected to be 43% with potential upside should future
provide diagnostic services to the masses. They have demand M&A materialized. We believe Yestar is in talks with several M&A
for IVD products but compared to top and 2™ tier hospitals, targets. After the new share issuance in Jun, Yestar's balance sheet
their financial resources are relatively limited. So, instead of has become much stronger (estimated net cash as of Dec-15:
selling IVD machines & consumables directly to them, the Rmb29m), putting it in a good position to capitalize on future M&A
Shanghai division would co-develop testing centers with them. opportunity. Maintain BUY with TP unchanged at HK$4.27.
Those centers would procure IVD machines through a financial
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Peers valuation

Mkt PE PE Yield Yield P/Bk P/Bk EV/EBITDA ROE ROE
Currency Price Cap 15F 16F 15F 16F 15F 16F 15F 16F 15F 16F

Company Name Code Local$ US$m X X % % X X X X % %
Medical imaging

Yestar Int'l* 2393 HK HKD 2.2 530 200 133 2.3 3.8 3.2 28 151 9.7 236 224
Mindray Med.Intl MRUS USD 28.13 3,329 17.0 152 15 1.7 1.9 1.7 116 106 113 114
CR Wandong Medical 'A' 600055CH CNY 376 1,312 1664 1053 0.0 00 115 103 na. na. 5.9 9.9
Edan Instruments ‘A’ 300206 CH CNY 21.02 793 914 595 04 0.8 4.1 3.9 na. na. 3.5 5.1

Wuhan Guide Infrared 'A"Su: 002414 CH CNY 39.36 3,806 152.0 103.6 na. na. 9.2 8.6 na. na. 5.8 83

Medical Devices

Andon Health ‘A’ 002432 CH CNY 21.87 1,311 na. n.a. na. na. na. na. na. na. na. na.
@D Biolight Meditech 'A' 300246 CH CNY 28.87 680 736 552 04 n.a. 94 8.2 n.a. na. 98 118
CR Wandong Medical ‘A 600055CH CNY 376 1,312 1664 1053 0.0 00 115 103 n.a. n.a. 5.9 99
Edan Instruments ‘A’ 300206 CH CNY 21.02 793 914 595 04 0.8 4.1 3.9 n.a. na. 3.5 5.1
Shenzhen Glory Med.'A' 002551 CH CNY 2855 1,670 642 444 na. n.a. 6.7 5.7 n.a. na. 114 147
Beijing Bohui Innovation 'A' 300318 CH CNY 32 845 849 842 na. n.a. na. na. 3150 1478 34 5.1
JS Yuyue Mdeqt.& Supp.'/A' 002223 CH CNY 672 6,333 101.1 790 02 02 187 152 820 646 184 197
Zhuhai Hokai Med.Insts. ‘A" 300273 CH CNY 24.49 2,935 510 356 0.2 03 116 90 450 309 238 264

Truking Technology 'A' 300358 CH CNY 3535 1,331 466 323 04 0.5 6.6 45 na. na. 206 216
Shinva Med.Instm. ‘A’ 600587 CH CNY 4742 3,106 449 349 0.2 0.3 57 50 324 273 129 146
Sinocare ‘A’ 300298 CH CNY 31.61 1,329 341 271 1.0 1.2 59 52 330 322 182 190
Shanghai Tofflon Sctc. 'A' 300171 CH CNY 20.87 2,135 31.0 255 1.2 1.6 43 37 489 408 143 152
Pw Medtech Group 1358 HK HKD 2.33 503 124 9.8 0.8 1.1 1.3 1.2 n.a. na. 119 132
Microport Scientific* 853 HK HKD 3.34 613 na. 797 0.0 0.0 19 19 1014 200 (7.5) 24
Shandong Weigao* 1066 HK HKD 496 2,864 160 142 19 2.1 1.7 15 110 96 108 113
Lifetech Scientific 1302HK HKD 1.48 764 548 296 na. na. na. na. na. na. 492 56.1

China in-vitro diagnostic industry players

Z) Da Diagnostics 'A 300244 CH CNY 8255 3,589 1203 843 0.2 03 212 167 n.a. na. 225 247
GZ Improve Medical ‘A’ 300030 CH CNY 19.94 951 736 623 na. na. na. na. na. na. na. na.
Sinocare 'A 300298 CH CNY 31.61 1,329 341 2741 1.0 1.2 59 52 330 322 182 190

Beijing Bohui Innovation 'A' 300318 CH  CNY 32 845 849 842 na. n.a. n.a. na. 3150 14738 34 5.1
Beijing Leadman Bcm.'A' 300289 CH CNYy 378 961 366 32.1 0.7 0.6 5.3 46 na. na. 138 147
Dirui Industrial ‘A 300396 CH CNY 46.61 1,152 555 436 na. na. 70 6.0 na. na. 127 139
Da An Gene OfSun Yat'A'" 002030CH CNY 29.06 3,086 999 805 0.1 0.1 185 151 na. na. 184 189
Shanghai Kehua Bio ‘A’ 002022 CH CNY 2839 2,345 388 320 1.1 14 8.8 72 546 464 234 235

Wuhan Humanwell ‘A’ 600079 CH CNY 3449 3,574 33.0 26.1 0.8 1.0 33 28 151 133 104 117
Shinva Medical 'A' 600587 CH CNY 4742 3,106 449 349 0.2 0.3 57 50 324 273 129 146
Biosino Biotech 'H' 8247 HK HKD 3.66 62 na. n.a. na. n.a. na. na. n.a. na. na. na.

#FY15: FY16, FY16. FY17

Source: Thomson Reuters, *DBS Vickers
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total returni.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Vickers (Hong Kong) Limited (“DBSVHK"), a direct wholly-owned subsidiary of DBS Vickers Securities Holdings Pte
Ltd ("DBSVH"). This report is intended for clients of DBSV Group only and no part of this document may be (i) copied, photocopied or duplicated
in any form or by any means or (ii) redistributed without the prior written consent of DBSVHK.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to
DBSVHK and/or DBSVH) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are
subject to change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not
have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the
information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate
independent legal or financial advice. DBSVHK accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any
claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this
document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. DBSVH is a wholly-owned
subsidiary of DBS Bank Ltd. DBS Bank Ltd along with its affiliates and/or persons associated with any of them may from time to time have interests
in the securities mentioned in this document. DBSVHK, DBS Bank Ltd and their associates, their directors, and/or employees may have positions in,
and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other
banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it
may not contain all material information concerning the company (or companies) referred to in this report.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by DBSVHK and/or DBSVH (and/or any persons associated with the aforesaid entities), that:

a. such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

b. there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.

DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-registered broker-dealer, does not have its own investment banking or research department,
nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.

ANALYST CERTIFICATION

The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies
and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her compensation
was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date the report is
published, the analyst and his / her spouse and/or relatives and/or associate who are financially dependent on the analyst, do not hold interests in
the securities recommended in this report (“interest” includes direct or indirect ownership of securities, directorships and trustee positions).
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COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1.

DBSVHK and its subsidiaries do not have a proprietary position in the securities recommended in this report as of the date the report is
published.

DBSVHK, DBSVUSA, DBS Bank Ltd and/or other affiliates may beneficially own a total of 1% or more of any class of common equity
securities of the subject companies mentioned in this document as of the latest available date of the updated information.
Compensation for investment banking services:

DBSVHK, DBSVUSA, DBS Bank Ltd and/or other affiliates may have received compensation, within the past 12 months, and within the
next 3 months may receive or intends to seek compensation for investment banking services from the subject companies mentioned in
this document.

DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, including
any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should contact
DBSVUSA exclusively.

RESTRICTIONS ON DISTRIBUTION

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.

Australia This document is being distributed in Australia by DBSVHK, which is exempted from the requirement to hold an Australian

Financial Services Licence under the Corporation Act 2001 [*CA"] in respect of financial services provided to the
recipients. DBSVHK is regulated by the Securities and Futures Commission under the laws of Hong KONG, which differ from
Australian laws. Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the

Hong Kong Securities and Futures Commission.

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from

ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection with this
report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report are advised that
ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected and
associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any of
them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek to
perform broking, investment banking/corporate advisory and other services for the subject companies. They may also have
received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other
services from the subject companies.

Wong Ming Tek, Executive Director, ADBSR

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.

198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, 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, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from,
or in connection with the report.

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only

intended for institutional clients only and no other person may act upon it.

United This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning of

Kingdom the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the UK is
intended only for institutional clients.

Dubai This research report is being distributed in The Dubai International Financial Centre (“DIFC") by DBS Bank Ltd., (DIFC Branch)

having its office at PO Box 506538, 3" Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC),
Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research
report is intended only for professional clients (as defined in the DFSA rulebook) and no other person may act upon it.

United States Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person except in

compliance with any applicable U.S. laws and regulations. It is being distributed in the United States by DBSV US, which
accepts responsibility for its contents. Any U.S. person receiving this report who wishes to effect transactions in any securities
referred to herein should contact DBS Vickers Securities (USA) Inc (“DBSVUSA") directly and not its affiliate.

Other

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,

jurisdictions professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

DBS Vickers (Hong Kong) Limited
18" Floor Man Yee building, 68 Des Voeux Road Central, Central, Hong Kong
Tel: (852) 2820-4888, Fax: (852) 2868-1523

B DBS VICKERS SECURITIES Page 5




