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Yestar International Holdings Company Limited------------------ Maintain OUTPERFORM

IVD business delivered more than 50% growth
Iris Wang / Research Analyst / 852 2101 7646 / iris.wang@credit-suisse.com
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e Yestar reported a revenue growth of 22.7% YoY in 1H17. Gross
profit increased by 38.9% YoY and gross margin improved from
24.8% in 1H16 to 28.1% in 1H17 for the increasing proportion of
higher margin IVD business.

o Net profit grew by 6% YoY to Rmb148 mn, lower than the EBIT
growth of 31.8%, mainly due to the higher finance cost and
seasonally higher effective tax rate compared to that in 1H16.
Management guides the net profit growth in 2H17 will be stronger.

e The company's IVD business growth remains very strong, with
revenue growth of 60.3% YoY. The number of hospitals Yestar
covered doubled from 1H16 to 1H17. Non-IVD business revenue
booked a 13% decline, lower than our expectations of flat revenue.

e Yestar's IVD sales network covers seven provinces which
accounted for 62% of total GDP in 2016, and looks well positioned
to capture the strong growth in the China IVD market, a 10%+
CAGR in 2017-21E. We slightly cut 2017/18/19 EPS by
1.4%/2.5%/3.4% and our TP to HK$4.6 (from HK$4.75) for the
slowing down in non-IVD business. Maintain OUTPERFORM.

Bbg/RIC 2393 HK / 2393.HK[Price (17 Aug 17 , HK$) 3.60
Rating (prev. rating) O (O)[TP (prev. TP HK$) 4.60 (4.75)
52-wk range (HK$) 4.49 - 3.55[Est. pot. % chg. to TP 28
Mkt cap (HK$/US$ mn)  7,830.7/ 1,001.1[Blue sky scenario (HK$) 5.88,
IADTO-6M (US$ mn) 1.4|Grey sky scenario (HK$) 3.92
Free float (%) 29.3|Performance 1M M 12M
Major shareholders The Hortono familylAbsolute (%) (10.7)  (5.3) 1.4

Relative (%) (15.7)  (19.0) (28.3)
Year 12/15A  12116A  12117E  12118E  12/19E
Revenue (Rmb mn) 2,455 3,022 4,016 4,462 4,992
EBITDA (Rmb mn) 364 539 778 886 1,027
Net profit (Rmb mn) 198.5 284.9 375.8 456.8 566.3
EPS (CS adj. Rmb) 0.10 0.13 0.17 0.21 0.26
I Change from prev. EPS (%) n.a. n.a. (1.4) (2.5) (3.4)
I Consensus EPS (Rmb) n.a. n.a. 0.14 0.17 0.21
EPS growth (%) 78.0 32.7 31.9 215 24.0
P/E (x) 311 234 17.8 14.6 11.8
Dividend yield (%) 1.2 14 1.6 23 28
EV/EBITDA (x) 18.1 13.1 10.1 8.8 74
P/B (x) 74 7.1 8.3 6.5 5.1
ROE (%) 32.5 30.8 43.2 49.8 48.2
Net debt(cash)/equity (%) 9.3) 432 130.6 94.8 58.2

Note 1: Yestar International Holdings Company Limited is a PRC-based company focused on
manufacturing and distributing various products, including non-medical consumables like printing
photo paper, and medical consumables such as IVD (in vitro diagnostic) products, etc.

Click here for detailed financials

1H17 financial results

1H17 revenue grew by 22.7% YoY, net profit by 6% YoY. Adjusted net
margin improved from 9.8% in 1H16 to 11% in 1H17, excluding the
~Rmb60.5 mn amortisation of intangible assets from acquisitions.

IVD business: Strong expansion in customer base

Yester acquired IVD (In Vitro Diagnostic) distributor companies in
1Q17, namely Guangzhou Hongen, Shenzhen De Run Li Jia and
Guangzhou Shengshiyuan, and has gained access to the Shenzhen
and Guangdong markets in South China. During 1H17, IVD business
revenue was up by 60.3%, or ~20% excluding the revenue
consolidation from the three newly acquired companies. The number
of hospitals Yestar covered doubled from 1H16 to 1H17 (details as
below). Both the number of newly-installed machines and hospital
penetration rate recorded strong growth in 1H17.

Figure 1: Number of newly-installed machines increased by 32% YoY
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Figure 2: Penetration in both tier-2 and 3 hospitals continued to increase
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Figure 3: Yestar 1H17 financial highlights
(Rmb mn) 1H16 1H17 YoY
Revenue 1,437 1,763 22.7%
Imaging printing products 327 260  -20.3%
Medical products and equipment 1,110 1,502 35.3%
IVD 698 1118 60.3%
Medical & dental film products 413 384 6.9%
Gross profit 356 495 38.9%
Imaging printing products 100 89  -10.7%
Medical products and equipment 256 405 58.3%
Selling and distribution expenses (54) (82) 52.4%
Administrative expenses (96) (135) 41.0%
EBIT 217 286 31.8%
Finance cost
Income tax
Profit after tax 106 107 0.5%
Net profit to shareholders
Ratio Analysis
Gross margin 24.8% 28.1%
Imaging printing products 17.6% 16.5%
Medical products and equipment 26.9% 30.1%
Selling expense as % of revenue 3.8% 4.7%
Administrative expense as % of revenue 6.7% 7.7%
EBIT margin 15.1% 16.3%
EBITDA margin 18.4% 20.2%
Net margin 9.8% 8.4%

Source: Company data, Credit Suisse Research

Slightly cut EPS and TP; maintain OUTPERFORM rating

We slightly cut 2017E/18E/19E EPS by 1.4%/2.5%/3.4% for the
slowing down in the non-IVD business including medical film and
imaging printing products. Our new target price HK$ 4.6 is based on a
9% WACC (weighted average cost of capital) and 3% perpetual
growth. Catalysts include incoming acquisitions. Major risks include
delays in the acquisition progress and unexpected setbacks in the
business integration of past acquisitions.

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, LEGAL ENTITY DISCLOSURE AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse
does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.
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I, Iris Wang, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and securities and
(2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total
revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

*Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total return
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings are based
on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd October 2012 U.S. and Canadian ratings were
based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s
coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An Outperform rating is
assigned where an ETR is greater than or equal to 7.5%, Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is between -
5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 May 2015, ETR ranges for
Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 2011.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.

Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the company
at this time.

Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or investment view
on the equity security of the company or related products.

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of
the sector* relative to the group’s historic fundamentals and/or valuation:

Overweight : The analyst's expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.

Market Weight : The analyst's expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.

Underweight : The analyst's expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
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*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 44% (64% banking clients)
Neutral/Hold* 40% (59% banking clients)
Underperform/Sell* 14% (53% banking clients)
Restricted 2%

*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.)
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Important Global Disclosures

Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research products
may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are only made
available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s preferences regarding the
frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the overall client relationship with the
Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled to receive in the most timely manner,
please contact your sales representative or go to https:/plus.credit-suisse.com .

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-suisse.com/sites/disclaimers-
ib/en/managing-conflicts.html .

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be
used, by any taxpayer for the purposes of avoiding any penalties.

Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the development,
manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see https://www.credit-
suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf .

Target Price and Rating
Valuation Methodology and Risks: (12 months) for Yestar International Holdings Company Limited (2393.HK)

Method: Our target price of HK$4.6 for Yestar International Holdings Company Limited is derived from DCF (discounted cash flow) with cost of capital
of 9% and terminal growth of 3%. We rate the stock OUTPERFORM for its high growth visibility driven by acquisitions.

Risk: Major risks to our HK$4.6 target price and OUTPERFORM rating for Yestar International Holdings Company Limited include potential delays
in the acquisition progress and unexpected setbacks in the business integration of past acquisitions.

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations typically
used in the target price method and risk sections.

See the Companies Mentioned section for full company names

Credit Suisse currently has, or had within the past 12 months, the following as investment banking client(s): 2393.HK

Credit Suisse provided investment banking services to the subject company (2393.HK) within the past 12 months.

Credit Suisse has managed or co-managed a public offering of securities for the subject company (2393.HK) within the past 12 months.
Within the past 12 months, Credit Suisse has received compensation for investment banking services from the following issuer(s): 2393.HK

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (2393.HK) within the next 3
months.

A member of the Credit Suisse Group is party to an agreement with, or may have provided services set out in sections A and B of Annex | of Directive
2014/65/EU of the European Parliament and Council ("MiFID Services") to, the subject issuer (2393.HK) within the past 12 months.
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For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated within
the past 12 months, please refer to the link: https://rave.credit-suisse.com/disclosures/view/report?i=316628&v=1p4cev86w60cjcOlkcu7xvtgr .

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.

The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse does
not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.

Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (2393.HK) within the past 3
years.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

This research report is authored by:

Credit Suisse (HONG KONG) LIMILEA .............coooiiiiisecicsese ettt bbb Iris Wang

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the FINRA 2241 and
NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Credit Suisse (HONG KONQG) LIMILEA ...........c.coiviiiiiie bbb Iris Wang

Important disclosures regarding companies or other issuers that are the subject of this report are available on Credit Suisse’s disclosure website at
https://rave.credit-suisse.com/disclosures or by calling +1 (877) 291-2683.
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Disclaimers

This report is produced by subsidiaries and affiliates of Credit Suisse operating under its Global Markets Division. For more information on our structure, please use the following link: https:/www.credit-suisse.com/who-we-are This report may contain material that 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 or which would
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altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. Al trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS orits
affiliates. The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS
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Please note that this research was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market professional or institutional investor customers of CS should seek the advice of their
independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority or in respect of which the protections of the Prudential Regulation Authority and Financial Conduct Authority for private customers and/or the UK
compensation scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report.

CS may provide various services to US municipal entities or obligated persons ("municipalities"), including suggesting individual transactions or trades and entering into such transactions. Any services CS provides to municipalities are not viewed as "advice" within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is providing any such services and related information solely on an am's length basis and not as an advisor or fiduciary to the municipality. In connection with the provision of
the any such services, there is no agreement, direct or indirect, between any municipality (including the officials,management, employees or agents thereof) and CS for CS to provide advice to the municipality. Municipalities should consult with their financial, accounting and
legal advisors regarding any such services provided by CS. In addition, CS is not acting for direct or indirect compensation to solicit the municipality on behalf of an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment adviser for the
purpose of obtaining or retaining an engagement by the municipality for or in connection with Municipal Financial Products, the issuance of municipal securities, or of an investment adviser to provide investment advisory services to or on behalf of the municipality. If this
report is being distributed by a financial institution other than Credit Suisse AG, or its affiiates, that financial institution is solely responsible for distribution. Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or
require further information. This report does not constitute investment advice by Credit Suisse to the clients of the distributing financial insfitution, and neither Credit Suisse AG, its ffiliates, and their respective officers, directors and employees accept any liability whatsoever
for any direct or consequential loss arising from their use of this report or its content. Principal is not guaranteed. Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

Copyright © 2017 CREDIT SUISSE AG and/or its ffiliates. Al rights reserved.
Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can be
eroded due to changes in redemption amounts. Care is required when investing in such instruments.

When you purchase non-isted Japanese fixed income securities (Japanese govemment bonds, Japanese municipal bonds, Japanese govemment guaranteed bonds, Japanese corporate bonds) from CS as a seller, you will be requested to pay the purchase price only.
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