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COMPANY UPDATE

Yestar International Holdings Company (2393 HK)
Accelerating Growth In Medical Consumable Business

We met with management in Shanghai yesterday. After reporting a strong net profit
growth of 30.7% yoy in 1H14, the company acquired Jiangsu Uno, a medical device and
consumable distributor. With product expansion, increasing market penetration and
M&As, Yestarguided strong earnings growth for 2014.

WHAT'S NEW

e Strong 1H14 results. Yestar International Holdings Co (Yestar) reported revenue of
Rmb693.9m in 1H14, up 34.7%yoy. Net profit grew 30.7% yoy to Rmb37.3m.The medical
film business contributed revenue of Rmb337.1m in 1H14, up 55.2% yoy. Revenue of the
colour photographic business was Rmb247.0m, up 10.7%yoy. Revenue of the industrial
image business was Rmb99.6m, up 55.5% yoy. EPS was 8 Rmb cents, flat yoy. There was
no interim dividend declared for the period.

¢ Management guided solid organic net profit growth. Management highlighted that by
leveraging on Fuijifilm's strong financial position and sales strategy of leasing out 2,000-
3,000 medical devices per year, Yestar's medical film business will continue to gain market
share. In addition, promotion activities will support further market share gain in the colour
photographic business.

e Growth supported by M&As. On 12 Sep 14, Yestar acquired 70% equity interest in
Jiangsu Uno Technology Development Company (Jiangsu Uno), a primary distributor of
Roche Diagnostic and Becton Dickinson diagnostic products. Yestar will maintain the current
management and increase hospital coverage in Anhui Province. According to the profit
guarantee agreement, Jiangsu Uno is expected to generate a net profit of Rmb45m,
Rmb54m and Rmb64m in 2014, 2015 and 2016 respectively.

¢ Product launch to boost growth in 2015.Yestar is expected to launch its own brand of
thermal-dry film products, medical dry films, and medical dry film printers as well as Fujifilm
dental films in 2015. The new products will be distributed through the company's sales and
marketing network. We expect the product expansion to boost revenue and increase net
profit in 2015.

¢ Valuation and share price catalysts. Yestar is trading at 38.95x 2014F PE and 26.99x
2015F PE. Newflows on M&A and strong 2014 financial results are share price catalysts.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2010 2011 2012 2013
Net turnover 977.1 523.2 977.1 955.8
EBITDA 82.8 39.2 82.8 91.4
Operating profit 77.0 30.3 77.0 85.0
Net profit (rep./act.) 47.3 19.3 473 56.5
Net profit (adj.) 473 193 473 56.5
EPS (Fen) na. na. na. na.
PE (x) n.a. n.a. na. na.
P/B (x) na. na. na. na.
EV/EBITDA (x) 41.0 914 410 37.2
Dividend yield (%) n.a. na. na. na.
Net margin (%) 48 3.7 48 5.9
Net debt/(cash) to equity (%) -27.6 34 -27.6 -36.6
Interest cover (x) 24.2 145 24.2 30.7
ROE (%) 35.1 35.1 37.9
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NOT RATED

Share Price HK$10.02
Target Price n.a.
Upside n.a.
COMPANY DESCRIPTION

Yestar International Holdings Co supplies
colour photographic paper and a broad range
of imaging products in China. The company
processes colour photographic paper, image
printing films and medical imaging films into
the ready-to-use form by cutting and slitting
master rolls into customised sizes.
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STOCK IMPACT

o Market share gain through expansion of hospital coverage and promotion activities.
Leveraging on Fujifim's aggressive sales strategy of leasing out 2,000-3,000 medical
devices per year and strong product quality, management highlighted that Yestar's medical
film business will continue to gain market share through expansion of hospital coverage. In
addition, continued promotion activities will support stable growth in the colour photographic
business. Yestar is expected to see strong revenue and net profit growth in 2015, according
to the management.

¢ Product launches to boost growth in 2015. Yestar is aiming to launch its own brand of
thermal-dry films, medical dry films, and medical dry film printers, as well as Fuijifilm dental
films in 2015. The new products will be distributed through the company's sales and
marketing network. According to our channel checks, medical and thermal dry films are the
mainstream products used today while demand for dental films and wet films is significantly
small. Our channel checks also suggest the ex-factory price of medical films is about Rmb12
per sheet and tendering price for medical films is Rmb21-23 per sheet, implying significant
profits in the distribution process. Thus, the new product launch will boost revenue and
increase gross profit for the medical imaging business in 2015.

M&As to fuel growth. Yestar acquired 70% equity interest in Jiangsu Uno on 12 Sep 14 for
Rmb245m.Jiangsu Uno is the only primary distributor of Roche Diagnostic (Roche) products
in Anhui and Jiangsu and Becton Dickinson (DB) diagnostic products and medical
equipment in Anhui. Roche is the world's largest IVD product provider and largest supplier of
diagnostic products in China while DB is a leading international supplier of diagnostic
products. Net profit of Jiangsu Uno was Rmb27.8m in 2013. Gross margin of the business
was around 30% and net margin was over 10%. According to management, Yestar will
retain the current management of Jiangsu Uno and Ms Hang Wenxia will remaining as the
general manager and retain the remaining 30% equity interest in the company. Yestar plans
to increase the number of sales staff and distributors by 5 and 15 respectively and increase
the coverage of Class Il hospitals from 20% to 100% in Anhui. Under the profit guarantee
agreement, vendors of the acquisition have guaranteed Yestar that the net profit of Jiangsu
Uno should be not less than Rmb45m, Rmb54m and Rmb64m in 2014, 2015, and 2016
respectively.

EARNINGS REVISION/RISK

e Risk of faster-than-expected market decline of the imaging paper business due to threats
from digitisation.

o Risk of decrease in tender prices for medical films and diagnostic products.
 Execution risk of M&As.

¢ Execution risk of product launches.

VALUATION/RECOMMENDATION

e Yestar's stock has performed strongly in 2014. The stock is trading at 38.95x 2014F PE and
26.99x 2015F PE.

SHARE PRICE CATALYST
o Further M&A.

¢ 2014 financial results.
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Disclosures/Disclaimers

This report is prepared and/or distributed by UOB Kay Hian Pte Ltd (“UOBKH"), which is a holder of a capital markets services licence and
an exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment product,
taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the recommendation,
before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not intended for distribution, publication to or use by
any person in any jurisdiction outside Singapore or any other jurisdiction as UOBKH may determine in its absolute discretion, where the
distribution, publication or use of this report would be contrary to applicable law or would subject UOBKH and its connected persons (as
defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or other requirements within such
jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report in any event
accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced
independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the
Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will
not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to
any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of
which are generated from UOBKH’s business of dealing in securities.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore in respect of any
matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an
accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the contents of the analyses or reports

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
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receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA") and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Analyst Certification/Regulation AC

As noted above, each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report
accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced
independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the
Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will
not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to
any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKH's total revenues, a portion of
which are generated from UOBKH's business of dealing in securities.

Copyright 2014, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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