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Fair Value HKD 9.10 
 

Moving to half yearly reporting 

• Company will not release quarterly earnings for 3Q21 

and will instead provide half and full year results, to 

accommodate Sinovac’s request.  

• Quarterly reporting is expected to be reinstated after 

the vaccine situation stabilizes.    

• During the recent investor update sessions, the firm 

shared that 8M21 top line yoy growth momentum has 

improved from 1H21 while the oncology segment 

continues to be a key growth driver.    

• Fair value is reduced to HKD9.10. Valuations are 

undemanding, while growth should continue to be 

driven by its pipeline of new drugs as impact from the 

pandemic and volume-based procurements 

gradually improve.  

Investment thesis 
Headquartered in Hong Kong and Beijing, Sino 

Biopharmaceutical (中国生物制药有限公司, SBP) is a 

leading drug manufacturer in China with a competitive 

drug portfolio, strong sales force and promising pipeline. 

FY20 revenue contributors by major disease areas: 

oncology 32.2%, hepatitis ~15.9%, orthopedic 8.8%, 

respiratory system 6.2%, anti-infectious medicines 5.6% 

and others 31.3%. SBP is the industry leader for liver 

diseases drugs, a segment with annual sales revenue 

exceeding CNY 1bn and accounts for about a quarter 

of the overall sales of the liver disease market in China. 

While ongoing healthcare reforms focusing on price 

and quality controls should weigh on margins and may 

continue to trigger occasional volatility in sector share 

prices, following Covid-19, there should also be greater 

policy support for domestic drug innovation, which 

benefits pharmas (such as SBP) with strong R&D focus 

and growing pipelines. SBP has a 15.03% equity stake in 

vaccine maker Sinovac Life Sciences, a subsidiary of 

Sinovac.  Management targets for over USD10bn 

revenue by 2030E, with half from ex-China market and 

80% from innovative products 

Investment summary 
• Management held a recent investor meeting which 

provided updates on its operations. Guidance of a 

 Security information 
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Financial summary 

 

Prior 1H21 results summary 

 
Sources: Company, Bloomberg, Internal estimates 
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CNY mn 2020 2021E 2022E

Total revenues 23,647 28,290 32,405

Gross profit 18,465 22,020 25,206

Net profit 2,771 11,379 5,568

EPS (CNY/share) 0.15 0.61 0.30

DPS (CNY/share) 0.07 0.15 0.07

CNY mn 1H20 1H21 YoY%

Revenues 12,648 14,354 14%

Gross profit 9,856 11,601 18%

Profit for period 2064 9642 367%

Profit attributable to owners 

of parent
1241 8480 584%

Profit attributable to 

owners of parent, 

excluding share of 

profits/loss of assoc. & JVs 

(net of related tax)

1282 1575 23%

Sales of new products 

launched within 5Yrs
4406 6301 43%

Share of revenue 34.8% 43.9%

Sales of oncology 

medicines
4018 5025 25%

Share of revenue 31.8% 35%
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double digit CAGR revenue growth over the next 

three years was reiterated, which is expected to be 

driven by the launch of about 100+ drugs across a 

broader pipeline of both generics and biosimilars, as 

well as innovate drugs with better commercial 

potential.   

• During the recent investor update, the firm has 

clarified that its decision not to release 3Q numbers is 

to accommodate Sinovac’s request and does not 

mean that it is not performing up to expectations.  

• In terms of operational updates, the firm shared that 

8M21 revenues have grown by about 15.5% yoy (vs 

1H21’s 13.5% yoy), supported by growth in oncology 

drugs (which grew +25% yoy in 1H21). Oncology 

continues to be a key growth driver with sales likely to 

reach CNY10bn in FY21E.    

• For FY21, revenues are likely to grow about 10% yoy. 

Gross profit margin has improved with more 

contribution from oncology product sales and new 

product launches. Selling and marketing costs have 

also improved with higher ex-hospital revenue 

contribution and should continue to show the same 

trend. Management shared the firm has achieved 

over CNY100mn in top line sales for PD-1 since launch 

in August. The company’s PD-1 was approved for 

one indication, while it has filed two NDAs in China 

and one BLA in the US. The oncology review for the 

US BLA of its PD-1 appears on track. The firm is positive 

on the potential of Lenvatinib given the strong 

growth sales of its original drug and combination 

usage potential, and expects peak sales may reach 

CNY800mn before GPO addition. For Anlotinib, 

guidance of above 10% yoy growth was reiterated. 

The firm expects Anlotinib may receive BLA approval 

for differentiated thyroid carcinoma from the FDA 

next year, which will add to its current approved four 

indications.  

• Full year 2021 sales of two GPO drugs – Abiraterone 

and Budesonide – were guided at CNY600mn and 

CNY1bn respectively, with impact from the GPO 

expected to ease over time as its key drugs have 

already been added to the GPO programme.  

• The firm has received dividends from Sinovac of 

about CNY80mn and CNY1.5bn for 4Q20 and 1Q21, 

with more dividends likely, as these are pending the 

joint venture board’s approval. Receipt of further 

dividends will be supportive of the firm’s research and 

development and business development activities 

ahead.  

• Fair value is lowered to HKD9.10 as we update our 

estimates and apply a higher cost of equity 

assumption. The overhang over the share price looks 

likely to linger near term in view of ongoing concerns 

Prior 1H21 results highlights 

 

 Source: Company, Internal estimates 
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over domestic growth moderation and lower clarity 

for investors from the recent decision to move to half 

yearly reporting, which suggests a possibility that 

1Q22 results release may be skipped as well. The 

latest fair value implies ~25.3x FY22E PER, close to its 

10Y historical average multiple. The firm has guided 

that it plans to revert back to quarterly reporting 

once the vaccine situation is viewed to be more 

stable.  

• Looking ahead, SBP expects it will continue to see 

increasing revenue contribution from new products 

(to be launched over the next five years) while new 

growth drivers could come from progress in 

innovative drugs (e.g. US NDA/new drug application 

for Anlotinib may be filed next year for soft tissue 

sarcoma). The firm is not likely keen to lower pricing 

of Anlotinib (approved in China for treating locally 

advanced/metastatic non-small cell lung cancer) in 

the NRDL negotiation for the sake of adding one 

more indication, and is open to the possibility to do a 

license-out deal/identify a commercial partner to sell 

the drug in the US as a CSO/contract sales 

outsourcing. China NDA of PD-L1 (programmed 

death-Ligand1) is likely to be filed this year for 

treatment of cHL (classical Hodgkin lymphoma). 

There are various biosimilars that are progressing, 

which include adalimumab biosimilar (likely to see 

approval by year end) and NDA for trastuzumab and 

rituximab biosimilars which should be filed this year or 

early next year. GPO pressure on the firm’s 

profitability should also ease further given that most 

of its key generics have already been added to the 

national programme,   

• Over the long term, management targets for over 

USD10bn revenue by 2030E (which implies 30%+ 

CAGR), with half from ex-China market and 80% from 

innovative products (including half from biologics). 

There will be four key platforms set up, which will be 

categorized as follows: generics, innovation (x-lab: to 

shift over time from me-too strategy to grow potential 

first or best in class product offering), ecosystem 

(growing via external business development and 

investments to explore opportunities) and lastly ESG.  

ESG updates 
• Its ESG performance in October 2021 review of the 

company pegs the firm in line with global sector 

peers’ average rating. The upgrade was driven by 

improvements observed in its corporate governance 

(in particular its board practices) and talent 

management initiatives. The annual incentive 

programme for executives is also aligned with the 

company’s annual performance. Sino 

Biopharmaceutical’s product quality performance 

appears on par with peers, with related programs 
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including certification to ISO 9001 standards and ESG 

research not detecting any evidence of significant 

product recall or regulatory warning letters over the 

past three years (as of May 2021). The firm also has in 

place anti-corruption policies and measures to 

mitigate ethics-related risk.    

Potential catalysts 
• Accretive acquisitions, growth momentum of key 

products and improvement in margins. Launch of 

blockbuster (or class 1 innovative) drugs and 

faster clinical progress of pipeline drugs.  New 

drugs becoming strong contributors to group 

revenues stream. Successful growth in its research 

& development pipeline. Favourable operating 

and regulatory environment for the sector.   

Investment risks 
• Potential share price volatility may result from 

policy uncertainties due to ongoing sector 

reforms. Regulatory/policy risks. Faster than 

expected catch-up by R&D capabilities by peers, 

slower drug approvals/launches. Unexpected 

sales slowdown or safety issues. Rising 

competition/expenses, pipeline disappointments, 

product prices erosion, costs containment, 

margin pressures, reputational risks. 

Valuation analysis  

 

 Source: Bloomberg

Price/Earnings chart 

 

 Source: Bloomberg 

Price/Book chart 
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Company overview (as of 31 December 2020) 

Company description 

Listed on the Main Board of the Hong Kong Stock Exchange on 8th December 2003, Sino Biopharmaceutical 

Limited business encompasses a fully integrated chain in pharmaceutical products which covers an array of 

R&D platforms, a line-up of intelligent production and a strong sales system. The company has more than 20 

shareholding member companies. The company was included in Forbes Asia’s “Asia Fab 50 companies” for 

three consecutive years (2016-2018) and in 2019, Sino Biopharm was the only Chinese pharmaceutical 

company named among Forbes’ “Asia 200 best over a billion 2019”. Domestically, it ranked first among the 

“Top 20 most competitive listed Chinese pharmaceutical companies” released at the “2019 China 

Healthcare summit of entrepreneurs, scientists and investors” and 2nd in the first-tier category of Top 100 

Innovative Pharmaceutical Enterprises in China. The Group’s products have a competitive foothold in various 

therapeutic categories with promising potentials, comprising a variety of biopharmaceutical and chemical 

medicines for treating tumours, liver disease, cardio-cerebral diseases, analgesia, respiratory system diseases 

and orthopedic diseases. The company attaches great importance to R&D breakthrough to achieve 

sustainable competitiveness and is currently positioned as an industry leader in in terms of R&D expenditures 

and product innovation. It has co-operations with leading domestic and overseas pharmaceutical institutes 

and enterprises. To take advantage of the development in technology and policy changes, the group has 

capitalised on opportunities arising from extension of the core business by adopting a comprehensive 

strategic layout of development in the greater healthcare field, and actively utilizes new technologies in Big 

Data, Artificial Intelligence and Financial Technology to continuously enhance the efficiency of its 

management, R&D, manufacturing and sales activities. 

 

FY20 revenue breakdown  

ource: Bloomberg  

Net income margin 

  
 Source: Bloomberg 

Net income comparison over 5 years 

 

Source: Bloomberg (*2019: First period to include 
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Company financials    

Income statement 

 

Profitability ratios 

 
Credit ratios  

 
Source: Bloomberg 

 

In Millions of CNY except Per Share FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Revenue 13,543.4 14,819.3 20,888.6 24,234.0 23,647.2

  - Cost of Revenue 2,816.6 3,090.6 4,196.9 4,926.3 5,182.3

Gross Profit 10,726.8 11,728.7 16,691.7 19,307.8 18,464.9

  + Other Operating Income 223.0 339.4 7,258.0 301.3 277.5

  - Operating Expenses 8,089.9 8,675.8 12,884.3 14,296.7 13,861.2

Operating Income or Losses 2,859.8 3,392.3 11,065.4 5,312.4 4,881.2

  - Interest Expense 76.6 77.9 153.3 230.0 323.4

  - Foreign Exchange Losses (Gains) 64.4 -95.0 101.1 60.0 61.8

  - Net Non-Operating Losses (Gains) -484.8 -786.5 -618.1 -668.1 -517.0

Pretax Income 3,203.5 4,195.8 11,429.1 5,690.6 5,013.0

  - Income Tax Expense (Benefit) 475.0 542.3 696.2 902.7 672.4

Income Before XO Items 2,728.5 3,653.5 10,732.8 4,787.8 4,340.7

  - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0

  - Minority/Non Controlling Interests (Credits) 1,091.1 1,482.6 1,686.5 2,026.3 1,569.6

Net Income/Net Profit (Losses) 1,637.4 2,171.0 9,046.3 2,761.5 2,771.1

Net Inc Avail to Common Shareholders 1,637.4 2,171.0 9,046.3 2,761.5 2,771.1

  Abnormal Losses (Gains) 134.2 -160.8 -6,550.5 18.6 -535.4

  Tax Effect on Abnormal Items -32.4 37.2 1,333.3 -3.1 73.8

Normalized Income 1,739.2 2,047.4 3,829.2 2,777.0 2,309.5

Basic Earnings per Share 0.1 0.1 0.5 0.1 0.1

  Basic Weighted Avg Shares 16,677.4 16,677.4 18,548.6 28,216.6 18,800.3

Diluted EPS Before Abnormal Items 0.1 0.1 0.2 0.1 0.1

Diluted EPS Before XO Items 0.1 0.1 0.5 0.1 0.1

Diluted EPS 0.1 0.1 0.5 0.1 0.1

  Diluted Weighted Avg Shares 16,677.4 16,677.4 18,548.6 28,216.6 18,800.3

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Returns

Return on Common Equity 22.75 25.37 47.09 12.51 17.49

Return on Assets 10.18 11.04 25.59 6.33 6.54

Return on Capital 23.37 25.41 38.49 14.20 13.95

Return on Invested Capital 20.08 19.90 35.68 12.49 12.71

Margins

Operating Margin 21.12 22.89 52.97 21.92 20.64

Incremental Operating Margin 25.15 41.74 126.42 — -73.49

Pretax Margin 23.65 28.31 54.71 23.48 21.20

Income before XO Margin 20.15 24.65 51.38 19.76 18.36

Net Income Margin 12.09 14.65 43.31 11.40 11.72

Net Income to Common Margin 12.09 14.65 43.31 11.40 11.72

Additional

Effective Tax Rate 14.83 12.92 6.09 15.86 13.41

Dvd Payout Ratio 23.24 23.07 8.68 29.77 48.46

Sustainable Growth Rate 17.46 19.52 43.00 8.78 9.01

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Total Debt/EBIT 1.07 0.87 0.31 1.62 3.00

Net Debt/EBIT -1.14 -1.42 -0.48 -0.92 -0.17

EBIT to Interest Expense 37.31 43.52 72.20 23.10 15.09

Long-Term Debt/Total Assets 9.13 10.56 1.02 21.13 27.68

Net Debt/Equity -30.42 -38.28 -14.02 -23.69 -3.69
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ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect his 
or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and 
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or sale 
of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have taken 
all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of 
publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first independently 
verifying its contents. Any opinion or estimate contained in this report is subject to change without notice. We have not 
given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the 
suitability of the securities mentioned herein, taking into consideration your investment objectives, financial situation or 
particular needs, before making a commitment to invest in the securities. In the event that you choose not to seek advice 
from a financial adviser, you should consider whether investment in securities and the securities mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OIR, 
OCBC Securities Private Limited (“OSPL”) and their respective connected and associated corporations together with their 
respective directors and officers may have or take positions in the securities mentioned in this report and may also perform 
or seek to perform broking and other investment or securities related services for the corporations whose securities are 
mentioned in this report as well as other parties generally. There may be conflicts of interest between OCBC Bank, BOS, 
OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OIR 
and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL rating 
indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total expected returns 
including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates total expected returns 
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and Business 
Trusts, total expected returns including dividends apply. 
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