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Price Target Risks and Methodology - Hengrui Medicine

We have a Buy rating on Hengrui. Our 12-m TP of Rmb73.86 is based on: 1) a
long-term exit P/E valuation for the generics business of Rmb39.3bn (based on a
5-year exit P/E of 10x); and 2) a risk-adjusted DCF for innovative drugs, deriving a
valuation of Rmb390.7bn (based on WACC of 9.0%, terminal growth rate of 3%). Key
risks: 1) a slower ramp-up of innovative drugs post the NRDL listing; 2) risk of failure
in key late-stage R&D programs; 3) higher-than-expected R&D and admin expenses
for global expansion; 4) greater-than-expected price cuts for generics and innovative
drugs; 5) below-expected license-out / go-global progress.

Investment Thesis - Hengrui

Hengrui is a leading pharma company in China that is in the process of transforming
its business focus to innovative drugs from a “generics + innovation” model
previously. Supported by an established strong sales team, Hengrui has launched 9
drugs with sales of Rmb1lbn+in the past few years, including 4 innovative drugs.
With the majority of the impact from VBP price cuts largely reflected and reset to a
lower base in 2022, we expect the future drivers for Hengrui to come from innovative
drugs including PARP, CDK4/6, AR antagonist, PI3Ki and diabetes drugs. We are Buy
rated as we believe the current valuation largely only reflects the company’ s China
prospects and overseas progress should present further upside. We expect growth in
the current product cycle to slow down post the ramp-up of blockbuster PD-1, and
that overseas progress will be the next key milestone for the company. Key risks: 1) a
slower ramp-up of innovative drugs post the NRDL listing; 2) risk of failure in key
late-stage R&D programs; 3) higher-than-expected R&D and admin expenses for
global expansion; and 4) greater-than-expected price cuts for generics and
innovative drugs.
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12125 12/26E 12127TE 12/28E

T{H: Rmb310.2bn / $46.1bn  EELFUWAN (Rmbmn) 316294 332475 369051 41,9855
{Eb4ME: Rmb261.5bn / $38.9bn  EBITDA (Rmbmn) 96764 107719 121726 14,6191
3PABRYKRRE: SKRAF (Rmb) 1.19 134 1.51 1.80
Rmb5.0bn / $742.9mn  HmE (x) 474 349 310 260
BE maEx 60 44 40 35
#QQ%SE BB (%) 04 05 06 0.7

=3
= ! A1 HH/EBITDA (X) (BIBRFA ) 4.2) 4.6) 4.5 (4.5)
HEREUAANAMALLAE: No oo o 245 237 238 25.2
B M E RN E (%) 23 32 25 40
326 6/26 926E 12126E
FREF (Rmb) 035 034 041 025

BRRR: ATHIE. SRR, FactSet (BRHIEZE202658826HE)
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Hengrui Medicine B ITE ZHM T HEAEHARCEAMNEMATMIEM T4 3SBio Inc., Abbisko Therapeutics, Antengene, Ascletis Pharma
Inc., BeOne Medicines Ltd. (A), BeOne Medicines Ltd. (ADR), Betta Pharma, CARsgen Therapeutics, CSPC Pharma, CStone Pharma, China Medical
System Holdings, Everest Medicines, Fosun Pharma (A), Fosun Pharma (H), Hansoh Pharma, Hengrui Medicine, Henlius Biotech, Hepalink, Impact
Therapeutics, InnoCare Pharma (A), InnoCare Pharma (H), Innovent Biologics, Jacobio Pharma, Kelun Biotech, Keymed Biosciences, Legend
Biotech Corp., Livzon Pharmaceutical Group (A), Livzon Pharmaceutical Group (H), Luye Pharma Group, Ocumension, Sino Biopharmaceutical,
United Laboratories Intl, Zai Lab (ADR), Zai Lab (H)
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HERLAGMAR, SREMELI%HESEER CRITAZERIBFFEZAERNSBNXERATIAL SR IFAEIEMNRY ): Hengrui Medicine
(Rmb46.74). Hengrui Medicine (H) (HK$56.90)

BEBASEINAPIIHEM TR ABRSHE T RAGIZHERITRSEM: Hengrui Medicine (Rmb46.74). Hengrui Medicine (H) (HK$56.90)
BREEIERNARS FRABRFEERAETEF %% Hengrui Medicine (Rmb46.74). Hengrui Medicine (H) (HK$56.90)
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Hengrui Medicine (600276.55) Stock Price Currency : Chinese Renminbi
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Hengrui Medicine (600276.5S)
Date of report ~ Target price (Rmb)  Closing price (Rmb)

20-Aug-26 73.86 49.50
22-Apr-26 79.20 55.44
26-Mar-26 78.85 51.63
05-Feb-26 73.95 58.16
28-Oct-25 76.11 63.62
24-Aug-25 17.57 64.98
29-Jul-25 70.26 63.80
08-Jul-25 61.74 53.40
24-Apr-25 55.90 51.13
31-Mar-25 55.31 49.20
11-Mar-25 54.39 45.34
24-Oct-24 51.59 48.67
22-Aug-24 51.63 43.93
19-May-24 50.20 4475
17-Apr-24 47.69 44.39
26-0ct-23 48.39 44.45
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