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Key takeaways from meeting with Yestar's major supplier Roche Diagnostic

o Distribution of Roche (ROG VX) in-vitro diagnostic (IVD)
devices is projected to contribute over 50% of Yestar's
earnings in 2016 and 2017

e Todrive the growth of IVD sales, Roche and Yestar are
penetrating into top tier hospitals in inner provinces
and Tier2/3 hospitals in developed regions

e To accelerate earnings growth, we believe Yestar is in
talks with at least one M&A target

e Re-iterate BUY with TP unchanged at HK$4.27.
Chairman'’s buyback of 6.6m shares (0.3% stake) for
HK$19.9m at average price of HK$3 in last one month
echoes our positive view

We project that distribution of Roche (ROG VX) in-vitro
diagnostic (IVD) devices will contribute ¢.37%/ 55%/ 55%
of Yestar earnings in 15F/16F/17F. Roche is the largest IVD
brand in China with 18% market share in 2014 (in terms of
revenue). The second and third largest brands are Beckman
and Sysmex (6869 JT) with 9% and 8% market share
respectively. Roche’s attitude towards the IVD business in
China, and its strategy to grow its operations are crucial to
Yestar's earnings growth going forward. Recently, we met
the General Manager of Roche Diagnostic (Shanghai), Mr.
Wong Fatt Heng, to discuss the above topics. Here are the
key takeaways:

For Roche, IVD business in China is attractive and
increasingly important. Diagnostic devices contributed 22-
23% of Roche's total revenue in 2013/14. The contribution
from IVD business in China to this segment has been
increasing from close to 9% in 2013 to close to 10% in
2014.In 2015, it is likely to break through 11%. China’s
IVD business is increasingly attractive and important to
Roche because:

1) In developed countries, IVD expenditure per capita is over
US$25 whereas in China, it is less than US$3. There is huge
room to grow.

2) Sales of IVD devices consist of two parts: equipment and
consumables. Once the equipment is installed for service,
there will be regular demand for relevant consumables for
5-10 years. This increases the visibility of future earnings.

3) Unlike many other medical devices which have to go
through provincial tenders before selling to hospitals, IVD
devices can be sold directly to individual hospitals. Thanks to
this, IVD devices can avoid the price cut imposed by
provincial governments for provincial tenders.

Currently, Roche is importing the majority of its IVD
eguipment and consumables from overseas. To optimise its
operations in China, it is constructing a production plant in
Suzhou (Jiangsu province) for IVD products. Roche plans to
commence operations of that plant in 2016.

Penetration into Tier2/3 regions to drive strong sales growth.
In 2000-14, CAGR of Roche's IVD devices sales in China was
32%. In 2014-19, Roche targets to achieve annual revenue
growth of 20.6% through two ways:

1) Further penetration into top tier hospitals in provinces
with large population but are at the mid-level phases in
terms of economic development. For example, Anhui
province has a population of over 69m (ranked no.15 in
2014) and per capita GDP of around Rmb11,180 (ranked no.
28in 2014).

2) Tier2/3 hospitals. Those are hospitals operating at a
smaller scale relative to top tier hospitals. According to
“Guideline on Promoting a Tiered-Diagnosis & Treatment
System” released by the State Council in Sep 2015, China
will strengthen the medical capabilities of Tier2/3 hospitals.
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Distributors like Yestar play an important role to the growth
of Roche IVD business in China. We estimate distributors
contributed over 50% of Roche’s IVD sales in China while
the major four distributors: Yestar, Beijing Baron (a
subsidiary under Humanwell 600079 CH), Zhejiang Dian
(300244 CH) and Ningbo Medical (300439 CH) contributed
over 15% of Roche IVD sales in China in 2014. Based on
our discussions with Roche Diagnostic (Shanghai), we
believe the abovementioned distributors are very important
to Roche in growing its business because:

1. China is a big market. For Roche, to penetrate into this
market, the cost of relying on distributors is much lower
than building its own marketing team;

2. Most of the IVD consumables are a reagent in liquid form.

There are special logistic requirements for them (for
example, the products must be kept at a certain
temperature). Distributors will take care of such
requirements, which helps Roche to save cost;

3. As a supplier, Roche grants 2 months of credit terms to
distributors. However, it normally takes over 5 months for
distributors to collect money from customers (hospitals).
Hence, distributors are a big help to Roche in terms of
account receivables management;

On the back of IVD distribution business, we project Yestar's
earnings will grow at 76% /63% / 19% in 15F / 16F / 17F.

PE band chart

Potential M&A to accelerate earnings growth. We believe
Yestar is in talks with at least one M&A target which is
engaged in medical device business. Successful M&As would
accelerate earnings growth.

As of Oct 2015, we estimate Yestar had total bank loans of
around Rmb450m and cash of around Rmb300m which
implies net debt of approximately Rmb150m. In 2Q15,
Yestar announced the acquisition of a distributor of Roche
IVD devices in Shanghai for a total consideration of
Rmb910m, and 80% of this has been paid. Assuming Yestar
raises debt to pay the balance, total net debt of Yestar could
increase to Rmb330m and net debt to equity could increase
t0 28%.

Assuming the cap of net debt to equity ratio for Yestar is
50% and total consideration for the next M&A target is
around Rmb270m, we believe Yestar’s current balance will
be able to fund this.

Reiterate BUY. In view of strong earnings growth ahead and
potential M&A opportunity, we re-iterate BUY with TP
unchanged at HK$4.27. From 12 Oct 15 to 13 Nov 2015,
Chairman of Yestar, James Hartono spent HK$19.9m to buy
6.6m shares of Yestar (0.3% stake) at average price of
HK$3.00ps. The Chairman’s move echoes with our positive
view on Yestar.
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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 2.98 836 276 183 1.7 2.7 4.4 3.8 145 93 236 224
Mindray Med.Intl MRUS USD 26.65 2,349 179 155 1.5 1.7 1.8 16 111 10.0 10.1 10.5
CR Wandong Medical ‘A* 600055 CH CNY 37.68 1,313 1884 96.6 0.0 00 115 103 n.a. n.a. 6.3 11.0
Edan Instruments ‘A" 300206 CH CNY 27.17 1,024 947 633 0.2 0.5 52 5.1 n.a. n.a. 2.5 4.2

Wuhan Guide Infrared ‘A" 002414 CH CNY 29.97 2,895 156.1 111.0 0.1 0.1 7.1 6.7 n.a. na 49 6.7

Medical Devices

Andon Health ‘A" 002432 CH CNY 30.85 1,848 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
GD Biolight Meditech 'A* 300246 CH CNY 3858 908 109.0 85.9 0.3 na 125 111 n.a. na. 89 105
CR Wandong Medical ‘A* 600055 CH CNY 37.68 1,313 1884 96.6 0.0 0.0 115 103 n.a. na. 63 11.0
Edan Instruments ‘A’ 300206 CH CNY 27.17 1,024 94.7 63.3 0.2 0.5 52 5.1 n.a. na. 25 4.2
Shenzhen Glory Med.'A’ 002551 CH CNY 30.92 2,169 847 575 n.a. n.a. 9.1 7.9 n.a. na. 10.1 13.3
Beijing Bohui Innovation ‘A" 300318 CH CNY 23.58 1,553 196.5 124.1 n.a. na. 50 45 2126 1222 6.5 9.4
JS Yuyue Mdeqt.& Supp.'A' 002223 CH CNY  43.6 4,105 649 499 0.6 0.7 117 9.7 528 411 18.8 20.5
Zhuhai Hokai Med.Insts. ‘A’ 300273 CH CNY 23.53 2,985 58.8 41.1 0.4 0.5 10.9 89 509 344 204 230
Truking Technology 'A’ 300358 CH CNY 41.82 1,870 58.6 40.0 0.3 04 126 9.6 n.a. na 21.0 212

Shinva Med.Instm. ‘A’ 600587 CH CNY 37.25 2,438 386 302 0.3 0.4 4.6 41 202 17.0 114 130
Sinocare 'A’ 300298 CH CNY 379 1,593 459 36.1 0.8 0.6 7.2 6.1 n.a. na 165 18.0
Shanghai Tofflon Sctc. ‘A" 300171 CH CNY 26.59 2,718 399 327 0.9 1.1 5.4 47 439 357 139 148
Pw Medtech Group 1358 HK HKD 1.76 380 10.1 8.6 0.7 0.7 1.2 1.1 n.a. na. 120 134
Microport Scientific* 853 HK HKD 3.19 586 na. 72.2 0.0 0.0 1.7 1.7 285 17.2 2.1) 2.4
Shandong Weigao* 1066 HK HKD 5.77 3,332 19.2 170 1.6 1.8 2.0 1.8 124 109 108 113
Lifetech Scientific 1302 HK HKD 1.48 764 56.9 40.0 n.a. n.a. n.a. n.a. n.a. na 413 479

China in-vitro diagnostic industry players

Z) Da Diagnostics ‘A’ 300244 CH CNY 83.1 3,610 1265 89.0 0.2 03 232 189 na. na 180 205
GZ Improve Medical ‘A" 300030 CH CNY 18.82 936 71.3 5838 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Sinocare 'A' 300298 CH CNY 37.9 1,593 459  36.1 0.8 0.6 7.2 6.1 na. na 165 18.0

Beijing Bohui Innovation ‘A" 300318 CH CNY 23.58 1,553 196.5 124.1 n.a. n.a. 5.0 45 2126 1222 6.5 9.4
Beijing Leadman Bcm.'A’ 300289 CH CNY 21.18 1,450 51.9 475 0.5 0.4 7.6 6.6 n.a. na 142 148
Dirui Industrial ‘A" 300396 CH CNY 52.35 1,293 68.9 52.1 0.2 0.2 7.9 6.8 n.a. na. 117 143
Da An Gene Of Sun Yat '‘A' 002030 CH CNY 4581 4,861 152.2 1245 n.a. na. 246 205 n.a. na 165 16.7
Shanghai Kehua Bio 'A’ 002022 CH CNY 29.75 2,455 47.2 383 0.8 0.9 9.5 79 289 231 200 204

Wuhan Humanwell ‘A’ 600079 CH CNY 19.07 3,949 392 26.7 0.5 0.9 3.6 28 143 123 9.7 10.8
Shinva Medical ‘A" 600587 CH CNY 37.25 2,438 386 30.2 0.3 0.4 4.6 4.1 20.2 17.0 1.4 130
Biosino Biotech 'H' 8247 HK  HKD 3 51 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

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 return i.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 (i) 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 do not 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 did not receive 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
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