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Could it disrupt India’s US$15bn pharma market?

Started in 2008 but renewed recently by PM Modi, Jan Aushadhi is a
Government of India initiative to promote quality generic-generic drugs
at affordable prices. This scheme faced supply-related issues earlier
which are being addressed by the current government. Drug prices under
this scheme are 50-90% lower as compared to those of branded generic
medicines. Our recent visit to one such Jan Aushadhi store in Mumbai
suggests increasing acceptance for this scheme. If the model scales up
and there is a shift from brands towards generics, then it could be a cause
of concern for the major India-focussed pharma players.

Jan Aushadhi set up to increase penetration of medicines

O The India pharma market (US$15bn) is an out-of-pocket market with 90% revenue
contribution from branded generics (promoted via doctors, high margin, stable cash
flow generating business). The other categories are trade generics (branded but
promoted via chemists) and unbranded generics.

Q With a view to make drug prices more affordable, the Government of India (Gol)
had launched the ‘Jan Aushadhi Campaign’ in April 2008. However, it did not see
the desired response due to supply-related issues. The present government is
reviving it with an aim to dispense unbranded generics through a chain of kendras
(stores) known as Pradhan Mantri Bhartiya Jan Aushadhi Kendras (PMBJIKs).

Q Drugs are procured by floating tenders from companies with WHO cGMP compliant
plants. This is done at the central level after performing adequate quality checks.
Drugs are then dispensed to distributors in the various states who in turn supply
them to retailers (franchise model, fixed 20% margin) as per their requirements.

Q Jan Aushadhi has a list of over 600 medicines (chronic and acute) and 150
consumables. Drug prices offered under this scheme are 50-90% lower as
compared to those of branded generic medicines.

Aims to expand reach through 3,000 stores by end 2017

O The scheme faced supply-side constraints in its initial years, leading to
unavailability of drugs. These are being addressed by the present government.
Recent GST implementation is likely to lead to seamless transport of medicines
across states thus partially addressing the supply-side constraints.

Q There are 2,091 stores that cover over 400 districts (out of India’s 630), of which
more than 1,700 were added in the past 15 months. By end 2017, 3,000 stores are
could be functional with an aim to cover every tehsil (an administrative area)/block.

Q The Gol has also announced opening of stores at railway stations and petrol pumps.

Visit to Jan Aushadhi store in Mumbai suggests increasing acceptance

Q Our recent visit to a Jan Aushadhi store in Mumbai’s Borivali suburb suggests rising
acceptance for this scheme. This 120sqgft store handles 300 prescriptions daily.

Q It uses certain apps to know generic drug names wherever the prescription carries
a branded drug name. The store has a centralised billing system in place. It has
seen a steady rise in prescriptions over the past six-nine months.

Q Based on our interactions with store staff, drugs for chronic illnesses (such as blood
pressure and diabetes) are in greater demand than those for acute ilinesses. The
lower/middle income group and the retired are its biggest patrons (with 60%
repeat customers).

Can Jan Aushadhi be a threat to established pharma players?

Q The scheme is in an expansion stage with an aim to penetrate a large part of India.
In this process, medicine availability, affordability and awareness is likely to rise.

Q The key challenges would be that store expansion should match the pace of
availability of drugs for patients and maintaining desired quality standards.

Q If the model scales up and there is a shift from brands towards generics, then it
could be a cause of concern for the major India-focussed pharma players.
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Jan Aushadhi set up to increase penetration of medicines

India is largely an out-of- O The India pharma market (US$15bn) is an out-of-pocket market with 90%
pocket branded genel‘lici revenue contribution from branded generics (promoted via doctors, high
marke

margin, and stable cash flow generating business). The other categories
are trade generics (branded but promoted via chemists) and unbranded
generics (generic-generic).

Jan Aushadhi launched in O With a view to make drug prices more affordable, the Government of India
2008 but has gathered (Gol) had launched the ‘Jan Aushadhi Campaign’ in April 2008. However, it
omsnin "t'v::;e 2::; did not see the desired response due to certain infrastructure issues. It

Y was revived by the present government with an aim to dispense
unbranded generics through a chain of kendras (stores) known as Pradhan
Mantri Bhartiya Jan Aushadhi Kendras (PMBIKSs).

O The Government of India has established the Bureau of Pharma Public
Sector Undertakings of India (BPPI) under the Department of
Pharmaceuticals (DOP), with the support of all the Central public sector
undertaking (CPSUs, or state-owned enterprises) for co-coordinating
procurement, supply and marketing of generic drugs through PMBIKs.

Figure 1
Jan Aushadhi poster for diabetes drugs

| ng youw ahe laking medicines
o Diabetes...

...Please check the prices at

0 Pradhan Mantri Bhartiya
The poor must have access to affordable medicines, Jan AUShadhi Kendra

the poor must not lose their lives because of lack of

medicines... tha's why Jan Aushadhi Kendras have A chain of medical stores initiated by the Government of India to make available
been planned across the country Quality Medicines at affordable prices for all under Pradhan Mantri Bhartiya Janaushadhi Pariyojana (PMBJP)
d”‘_'?f e 'f'/
. Compare the price and convince yourself! .
Gliclazide 80mg  Glimepiride 2mg  Voglibose 0.2mg  Metformin Hydrochloride ~ Acarbose 50mg  Glimepiride 2mg m'v,g,,,
10 Tablets 10 Tablets 10 Tablets 500mg 10 Tablets 10 Tablets mﬂ-h ""'

JAX Price JAK Prige JAK Price Jll( Price J.II Price
B el el el R g m
More than 600 medicines for Diabetes, Cardiac, Blood Pressure, Gastro, Vitamins, Antibiotics etc.

and 154 surgicals and consumables are easily available at Pradhan Mantri Bhartiya Jan Aushadhi Kendra

If interested to open new Pradhan Mantri Bhartiya Jan Aushadhi Kendra,
please visit our website: janaushadhi.gov.in or call us on +91-124-4556750/1800 180 8080 (Toll Free)

¢, Department of Pharmaceuticals 3ﬂE?IT~’.I ‘q"y Bureau of Pharma PSUs of India (BPPI)
| Ministry of Chemicals & Fertilizers IDPL Corporate Office Complex,
Government of India ﬁa BM[ 0Old Delhi - Gurugram Road,

Shastri Bhawan, New Delhi-110001 Dundahera, Gurugram-122016 (Haryana)
\Website: pharmaceuticals.gov.in Uﬁmﬂﬁ'{ Website: janaushadhi.gov.in

or more details, please contact PMBJP help line no. 1800 180 8080/+91-124-4556750 (9.30 am to 5.30 pm - Monday to Saturday) or log on to janaushadhi.gov.in

Source: Government of India
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Drugs are procured only
from WHO-compliant
companies

Quality tests are
performed at NABL-
accredited labs

Retail is a franchise model
and operates at a fixed
20% margin on the MRP
of the product

Figure 2

Jan Aushadhi - India’s Gx push Health Supplement

Q Drugs are procured by floating tenders from companies with WHO cGMP
compliant plants. Procurement is done at the central level after adequate
quality checks are performed. Drugs are then dispensed to distributors in
respective states who in turn supply it to retailers as per their
requirement.

O Quality tests are performed at labs accredited with the National
Accreditation Board for Testing and Calibration Laboratories (NABL). Tests
include identification tests, chemical composition tests, uniformity of
content tests, uniformity of weight tests and tests of dissolution.

O Government PSUs have the first right of refusal to manufacture unbranded
generics. In case they are not able to manufacture, private companies are
invited to participate in the tender. A tender floated in April-16 saw
participation from companies such as Unicure, Unimarck, Cadila Pharma,
Akums, etc.

O Retailers need to satisfy certain criteria to become eligible to open Jan
Aushadhi stores. These include tented/owned space, securing a
pharmacist, a computer operator and a helper.

Q A retailer could be an entrepreneur, an NGO or a hospital/clinic. It's a
franchise model and operates at a fixed 20% margin on the MRP of the
product.

Procurement of Jan Aushadhi drugs

Jan Aushadhi store

- Needs to fulfill
requirements such as
rented/owned store space,
securing a pharmacist,
sale license etc.

- Store receives 20% trade
margin on MRP of the
products

Decides on
application of stores

BPPI procures
medicines through

Bureau of Pharma W tendering L Drug manufacturer

PSU of India (BPPI) J

- Key authority for
tendering and
procurement of drugs.

- Drugs to be procured
from CPSUs or from
private players through
- Decides on applications tendering process.
for Jan Aushadhi stores.
- Only WHO compliant
- Monitoring proper companies can get tenders

functioning of stores

Source: CLSA

Jan Aushadhi stores have
nearly 600 medicines
available

Q Jan Aushadhi has a list of 600 medicines (for chronic and acute illnesses)
and 150 consumables. Patented drugs and branded generics are not sold
through Jan Aushadhi stores.

Q For blood pressure and diabetes, it covers the first line of therapies.

O Drug prices under this scheme are 50-90% lower compared to branded
generic medicines currently.

Q Prices of medicines are decided by the BPPI in consultation with the
National Pharmaceutical Pricing Authority (NPPA) for drugs supplied by

31 August 2017
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CPSUs. For drugs manufactured through the tender process, the
maximum retail price is based on the tender price and margins of
retailers and wholesalers.

Figure 3
Price differential between Price comparison chart between Jan Aushadhi and leading brands
Jan Aushadhi and key e 1
branded generics in Redefining Healthcare with
S Quality Generic Medicine at Affordable Prices
| Average | Jan
Name of Medicines Pack Size | Priceof | Aushadhl Price
Leading | Kendra | Differences
Brands MRP
_ Cardiovascular Agents y
1. | Amledipine 5 mg and Atenolol 50 mg film coated Tablets [ 10°s 36.86 354 10 times
2. | Ramipril 5 mg Tablets 10's | 7280 | 968 8 times
3 | Losartan 50 mg and Hydroclorrthiaze 12.5mg Tablets 10's | 68.23 9.05 8 times
4. | Rosuvastatin Tablets IP 20 mg 10's | 211.00 | 27.34 B times
5. | Atorvastatin 10 mg Tablets | 10s | 5090 | 511 10 times
B RO DN Anti-diabetic Agents :
1. | Glimepiride 2 mg Tablets 10's | 50.00 5.05 10 times
2. | Glimepiride 2 mg + Metformin Hydrochloride 500 mg 10's | 70.00 ‘ 17.78 | 4times
SR Tablets ‘
3 | Metformin HCL 500 mg Tablets 10s | 14.00 515 | 3times
: Anti Cancer : _ =]
| 1. | Bicalutamide Tabes IP 50 mg i 10's | 636.00 | 137.50 | 5times
2. | Paclitaxel Inj 100 mg Vial | 3458.00 | 54000 | 6times
| 3 | Imatinib Mesylate Tablets IP 400 mg 10's | 2133.00 | 477.00 | 4times
B Gastro-intestinal Tract Agents '
| Rabeprazole 20 mg Tablets | 105 | 5400 | 746 | 8times
2. | Pantaprazole 40 mg Tablets | 10s 63.00 7.20 9 times
3. | Domperidone 30 mg+ Pantoprazole 40 mg Capsules _‘ _10's | 86.00 | 1848 | 5times
s deafls ¥ - Antibiotics
1. | Amoxycillin 500mg + Clavulanic acid 125 mg Tablets ‘ 6's 96.84 | 5224 | 2 times
2. | Cefixime 100 mg Tablets 10 8260 | 2565 | 3limes
3. | Ofioxacin 200mg Tablets 10's | 5260 | 14.80 4 times
4. | Azithromycin 500 mg Tablets 10's | 178.30 | B86.60 2 times
_' Analgesic/Anti-inflammatory/Antipyretic Drugs ]
1. | Tamado 50mg Tabels 10's | 60.00 4.38 14 times
2, | Nimesulide 100 mg Tablets 10 | 39.00 2.52 15 times
3. | Diclofenac Sodium+Serratiopeplidace(50 mg+10 mg) tablets | 10 | 10320 | 7.02 | 15times
Source: Government of India
Aim to expand reach through 3,000 stores by end 2017
Jan Aushadhi covers over Q There are 2,091 stores covering over 400 of the 630 districts in India.
400 of the 630 districts in
sodlE O Under the present government, the initiative has gathered significant

momentum, particularly after addressing the supply-related issues.
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Figure 4
A typical Jan Aushadhi Typical Jan Aushadhi store

store q‘ ‘

a» . o
P Dept of Pharmaceuticals
- -

W o Cepmran b ey Gt o S

B
! l s am®

Source: Government of India
More than 1,700 stores i
added in FY17 and FY18 O More than 1,750 of the 2,091 stores were added in the past 18 months.
(April end)
O The government now plans to open stores at railway stations and petrol
pumps. By end 2017, 3,000 stores could be functional with an aim to cover
every tehsil/block in the country.

Figure 5
Number of Jan Aushadhi stores added every year in India

By end 2017, 3,000 stores
are likely to be functional
with an aim to cover 1,200 -

every tehsil/block # @ Number of stores added per year
1,000 A
800 H
600 -
400 A
200 A

4 19 7 17 25 6 18

0O +r—=——-vT==> —=

FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18%*
Source: Government of India. *Additions until 19 July 2017.

O Uttar Pradesh has highest number of stores and recently the state signed
an MoU with the Ministry of Chemicals and Fertilisers to open another
1,000 stores, mainly in hospitals and community health centres.
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These stores cover Tier
III/1IV cities along with
metros and Tier I/II
towns

Jan Aushadhi stores are
well spread across India

Jan Aushadhi - India’s Gx push Health Supplement

Q These stores cover Tier III/IV cities too. Maharashtra has 175 stores (7%
of the total) including those in its Tier III/IV cities such as Bhandara,
Dhule, Wardha, Jalna, Akola and Latur, apart from metros such as Mumbai
and Pune.

Figure 6
Distribution of Jan Aushadhi stores by state

Jammu & Kashmir

Himachal

|:| Number of Jan Aushadhi stores

[2s ]

Pradesh
njab Uttarakhand
-57

Haryana, pejhj

| 45 |
Raiasth Uttar Pradesh
ajasthan Norn States
Gujarat Jharkhand
Madhva Pradesh é’VGSt
‘.z. Chhattisgarh
Lo
Orissa
Maharashtra
Telangana
Andhra
Goa Pradesh
- Andaman & Nicobar Islands
Lakshwadeep @
Tamil Nadu
Kerala IEI
257
Source: Government of India, CLSA
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Uttar Pradesh and Kerala

have the highest humber
of stores

Government budgetary
allocation has seen a
manifold increase

Our recent visit to a
Mumbai store suggests
increasing acceptance for
this scheme

Jan Aushadhi - India’s Gx push Health Supplement

Figure 7

Distribution looks well spread across states

i Total 2091 stores
1 as of July 2017
1
1

Others
29%

Rajasthan Gujarat
4% 9%
Andhra Pradesh
0,
N Karnataka Chhattisgarh

0 /
6% Tamil Nadu Maharashtra
6% 7%

8%

Source: Government of India. Data as of end July 2017

Q The overall allocation in the Central Budget saw significant increases in
FY17 and FY18, indicating a major focus on the scheme.

O Most of the expenditure is towards creating IT and supply-related
infrastructure.

Figure 8

Total Central government expenditure on the Jan Aushadhi scheme

800 1 Rsm ETotal expenditure on Jan Aushadhi 746

700 A

600 A

498
500 A

400 H
300 A

200 - 152 169
97

100 -
17

0

FY13 FY14 FY15 FY16 FY17RE

FY18BE

Source: Ministry of Finance. ‘RE’ are revised estimates and ‘BE’ are budgeted estimates

Visit to a Jan Aushadhi store in Mumbai
Q Our recent visit to a Jan Aushadhi store in Borivali, Mumbai, suggests
increasing acceptance for this scheme.

O The 120sqgft store handles 300 prescriptions per day. Prescriptions have
seen a steady increase over the past six to nine months.

O It uses certain apps to know the name of the generic drug wherever the
prescription carries a branded drug name. The store has a centralised
billing system in place.

31 August 2017
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Figure 9
Store sees a footfall of The Jan Aushadhi store in Borivali, Mumbai
nearly 300 every day

m BHARTIYA JAN AUSHADHI

Ty LY AT s, el anftr o Bfrea, mﬂ&&ﬁ«)ﬁ
. swm‘mmmwammuyummu
i Email :jastore.borivali@gmailcom  Tel: 022-28043789/ 022-6524506
Mon ToSat 92+ ToSpm  sunpAY cLose

Managed by : Viijay B. Gosar PecrEi

e
Mob.: 99693 08613 / 98336 61589 ’E?—.'l—'“-‘—'J 6P}

Source: CLSA

Figure 10
A notice outside the store highlighting that Jan Aushadhl drugs are 80% cheaper

The store highlights that
its medicines are up to
80% cheaper vs branded
generics

Source: CLSA
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Drugs for chronic O Our interaction with the store staff revealed that drugs for chronic ilinesses

ilinesses see a greater like blood pressure and diabetes are in greater demand than those for
demand than t_hose for acute illnesses.
acute illnesses

Q There has also been an increase in generic prescriptions in recent months
at this store.

The store gets nearly O In terms of prescriptions, the store gets nearly 60% repeat customers and

60% repeat customers 40% new customers.
and 40% new customers

O Itis also leveraging social networking websites to increase awareness.

O Lower/middle income group and those retired are its biggest consumers
(60% repeat customers).

Figure 11 Figure 12
Voglibose is an anti-diabetes drug Back of the Voglibose pack
r‘v—-——-‘———-—-___________ —
| Each uncoated tablet contains -
Voglibose IP 02mg Warning : To be sold by retail on the)
; Exciplens is prescription of a Registered Medical
Voglibose Tablets [P " =
a e S 0 . 2 m g Dosage : As direcied by the Physician. Keep the medicine outof reach of chidren
l Manufactured by
Storage : Store protected from moi recn Pharmaceuticals Lt
} a temperature not exceeding 30"Cmswm ¥ ek oy, Joe Nakgar,
- Distt. Solan (H.P) 174 101
lﬂn aushadhi e ——
Suuslty Medicnes Al Afcriatis Prices For Al -
Lz 10 X 10 Tablets
Source: Jan Aushadhi store, CLSA Source: Jan Aushadhi store, CLSA
Figure 13 Figure 14 Figure 15
Calcium carbonate tablets Back of the pack Strip of calcium carbonate tablets
10 x 10 Tablats |
. ¥ 'i
Calcium Carbonate with ! i
I i 'l 30§ \.‘ Rw?: suﬁna;:::r:;m
| Manufactured for j
Vitamin D3 Tablets. |
i Buraau of P?;m;jt}s of Indla
q ! ) Gucgaan.lzzms
% f BPF'! helpline number - 18001808080
eTerEAt @
Hledlg
ot 3ty ‘
Ufearsten =

Source: Jan Aushadhi store, CLSA

Can Jan Aushadhi be a threat to established pharma players?

O The Jan Aushadhi scheme is in an expansion stage with an aim to
penetrate a large part of the country. In the process, availability and
affordability of medicines and awareness about them is likely to rise.

The key challenge for this

scheme is that store . .
expansion should match O The key challenges for this scheme are that store expansion should match

the pace of drug the pace of availability of drugs and maintaining the desired quality
availabilitv standards.
31 August 2017 alok.dalal@clsa.com 9
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Q If the model scales up and there is a shift from brands towards generics,
then it could be a cause for concern for the major India-focussed pharma
players.

O Companies with higher contribution from chronic ailments could be at
greater risk from a Jan Aushadhi scale-up.

Figure 16
Among the bigger pharma Contribution of India to sales and Ebitda of Indian pharma companies, FY17
names, Cipla and Cadila
have a higher dependence 70 1 B India revenue as a % of total OIndia EBITDA as a % of total 65
on the Indian market % T
60 - 56
50 A 43 42 44
] — 38 =
40 A 34 34 T
30 1 528 26
20 22 71 22
204 1
10 A
0 T T T T T T T )
Dr Reddy's Lupin  Glenmark Sun Torrent Cadila Cipla IPCA
Pharma
Source: Companies, CLSA; EBITDA contribution is based on CLSA estimates
Figure 17
Jan Aushadhi may be Split of India sales between chronic and acute therapy areas, FY17
gaining greater )
preference in chronic 120 1% of total sales in @ Acute O Chronic
therapy areas India
100 91 —— — — — — — — — —
80 A
60 A L I L
40 - — ]
20 A
0 T T T T T T T T ,
Q X Q& 2 Q2 N 2 ) v
o & » & Q X N Q 9
Q’,\Oo &oé K & X &£ g’bb © <
] 0\0 ‘Q-
& Q
Source: IMS Health, Companies, CLSA
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Appendix
Figure 18
Jan Aushadhi offerings for blood pressure medicines

ﬂ youw ahe ngy medicines
ior Blood Pressure . heart care...
...Please check the prices at

Pradhan Mantri Bhartiya
Jan Aushadhi Kendra

A chain of medical stores initiated by the Government of India to make available
Quality Medicines at affordable prices for all under Pradhan Maniri Bhartiya Janaushadhi Pariyojana (PMBJP)

“ The poor must have access to affordable medicines,
Ihe peor must nol lese their lives because of lack of
madicines... Ihal's why Jan Aushadhi Kendras have
been planned across the country L | ,‘

More than 600 medicines for Diabetes, Cardiac, Blood Pressure, Gastro, Vitamins, Antibiotics etc.
and 154 surgicals and consumables are easily available at Pradhan Mantri Bhartiya Jan Aushadhi Kendra

If interested to open new Fradhan Mantri Bhartiya Jan Aushadhi Kendra,
please visit our website: janaushadhi.gov.in or call us on +91-124-4556750/1800 180 8080 (Toll Free)

Bureau of Pharma PSUs of India (BPPI)
IDPL Corporate Office Complex,

0 Delhi - Gurugram Road,

Dundahera, Gurugram-122018 {Haryana)
‘Website: janaushadhi.gov.in

. Department of Pharmaceuticals
Ministry of Chemicals & Fertilizars
Govemment of India

%0  Shastri Bhawan, New Delni-110001
wmimwme  WebSite: pharmaceuticals.gov.in

pg on to janaushadhi.gov.in

Source: Government of India

Figure 19
Structure of Jan Aushadhi

BPPI comes under
Ministry of Chemicals and
Fertilizers

Department of Pharmaceuticals
under Ministry of Chemicals and
Fertilizers

Bureau of Pharma PSU of
India (BPPI)

Mr Biplab Chatterjee, CEO; 41
years of experience in pharma
companies such as Sanofi-Aventis,
Solvay and Abbott

Mr Nikunja Sarangi,
Director (Admin
and Finance); 31

years of experience in

various government
undertakings

Mr Rohit Mehra,
Director General

Dr Rakesh Kumar
Aggarwal, Director
(Procurement and
Quality Control); 35
years of experience in
Govt of Delhi and India

Source: BPPI
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existing holding in any securities under coverage, those
holdings are grandfathered and the analyst is prohibited
from trading such securities.

Unless specified otherwise, CLSA/CLST did not receive
investment banking/non-investment banking income
from, and did not manage/co-manage a public offering
for, the listed company during the past 12 months, and it
does not expect to receive investment banking
compensation from the listed company within the coming
three months. Unless mentioned otherwise, CLSA/CLST
does not own a material discloseable position, and does
not make a market, in the securities.

As analyst(s) of this report, I/we hereby certify that
the views expressed in this research report accurately
reflect my/our own personal views about the securities
and/or the issuers and that no part of my/our
compensation was, is, or will be directly or indirectly
related to the specific recommendation or views
contained in this report or to any investment banking
relationship with the subject company covered in this
report (for the past one year) or otherwise any other
relationship with such company which leads to receipt of
fees from the company except in ordinary course of
business of the company. The analyst/s also state/s and
confirm/s that he/she/they has/have not been placed
under any undue influence, intervention or pressure by
any person/s in compiling this research report. In
addition, the analysts included herein attest that they
were not in possession of any material, nonpublic
information regarding the subject company at the time of
publication of the report. Save from the disclosure below
(if any), the analyst(s) is/are not aware of any material
conflict of interest.

Key to CLSA/CLST investment rankings: BUY: Total
stock return (including dividends) expected to exceed
20%; O-PF: Total expected return below 20% but
exceeding market return; U-PF: Total expected return
positive but below market return; SELL: Total return
expected to be negative. For relative performance, we
benchmark the 12-month total forecast return (including
dividends) for the stock against the 12-month forecast
return (including dividends) for the market on which the
stock trades.
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We define as “Double Baggers” stocks we expect to
yield 100% or more (including dividends) within three
years at the time the stocks are introduced to our
“Double Bagger” list. "High Conviction" Ideas are not
necessarily stocks with the most upside/downside, but
those where the Research Head/Strategist believes there
is the highest likelihood of positive/negative returns. The
list for each market is monitored weekly.

Overall
Universe:

rating distribution for CLSA/CLST only

Overall rating distribution: BUY / Outperform - CLSA:
64.52%; CLST only: 67.61%, Underperform / SELL -
CLSA: 35.48%; CLST only: 32.39%, Restricted - CLSA:
0.00%; CLST only: 0.00%. Data as of 30 June 2017.

Investment banking clients as a % of rating category:
BUY / Outperform - CLSA: 4.77%; CLST only: 0.00%,
Underperform / SELL - CLSA: 2.98%; CLST only: 0.00%,
Restricted - CLSA: 0.00%; CLST only: 0.00%. Data for
12-month period ending 30 June 2017.

There are no numbers for Hold/Neutral as CLSA/CLST
do not have such investment rankings.

For a history of the recommendations and price
targets for companies mentioned in this report, as well as
company specific disclosures, please write to: (a) CLSA,
Group Compliance, 18/F, One Pacific Place, 88
Queensway, Hong Kong and/or; (b) CLST Compliance
(27/F, 95, Section 2 Dun Hua South Road, Taipei 10682,
Taiwan, telephone (886) 2 2326 8188). © 2017 CLSA
Limited and/or CLST.

© 2017 CLSA Limited, and/or CL Securities Taiwan
Co., Ltd. ("CLST")

This publication/communication is subject to and
incorporates the terms and conditions of use set out on
the www.clsa.com website
(www.clsa.com/disclaimer.html.). Neither the
publication/communication nor any portion hereof may
be reprinted, sold, resold, copied, reproduced,
distributed, redistributed, published, republished,
displayed, posted or transmitted in any form or media or
by any means without the written consent of CLSA group
of companies ("CLSA") and/or CLST.

CLSA and/or CLST have produced this
publication/communication for private circulation to
professional, institutional and/or wholesale clients only.
This publication/communication may not be distributed or
redistributed to retail investors. The information, opinions
and estimates herein are not directed at, or intended for
distribution to or use by, any person or entity in any
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jurisdiction where doing so would be contrary to law or
regulation or which would subject CLSA and/or CLST to
any additional registration or licensing requirement within
such jurisdiction. The information and statistical data
herein have been obtained from sources we believe to be
reliable. Such information has not been independently
verified and we make no representation or warranty as to
its accuracy, completeness or correctness. Any opinions
or estimates herein reflect the judgment of CLSA and/or
CLST at the date of this publication/communication and
are subject to change at any time without notice. Where
any part of the information, opinions or estimates
contained herein reflects the views and opinions of a
sales person or a non-analyst, such views and opinions
may not correspond to the published view of CLSA
and/or CLST. This is not a solicitation or any offer to buy
or sell. This publication/communication is for information
purposes only and does not constitute any
recommendation, representation, warranty or guarantee
of performance. Any price target given in the report may
be projected from one or more valuation models and
hence any price target may be subject to the inherent
risk of the selected model as well as other external risk
factors. This is not intended to provide professional,
investment or any other type of advice or
recommendation and does not take into account the
particular investment objectives, financial situation or
needs of individual recipients. Before acting on any
information in this publication/communication, you
should consider whether it is suitable for your particular
circumstances and, if appropriate, seek professional
advice, including tax advice. CLSA and/or CLST do/does
not accept any responsibility and cannot be held liable for
any person’s use of or reliance on the information and
opinions contained herein. To the extent permitted by
applicable securities laws and regulations, CLSA and/or
CLST accept(s) no liability whatsoever for any direct or
consequential loss arising from the use of this
publication/communication or its contents. Where the
publication does not contain ratings, the material should
not be construed as research but is offered as factual
commentary. It is not intended to, nor should it be used
to form an investment opinion about the non-rated
companies.

Subject to any applicable laws and regulations at any
given time, CLSA, CLST, their respective affiliates or
companies or individuals connected with CLSA /CLST
may have used the information contained herein before
publication and may have positions in, may from time to
time purchase or sell or have a material interest in any of
the securities mentioned or related securities, or may
currently or in future have or have had a business or
financial relationship with, or may provide or have
provided investment banking, capital markets and/or
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other services to, the entities referred to herein, their
advisors and/or any other connected parties. As a result,
investors should be aware that CLSA, CLST and/or their
respective affiliates or companies or such individuals may
have one or more conflicts of interest. Regulations or
market practice of some jurisdictions/markets prescribe
certain disclosures to be made for certain actual,
potential or perceived conflicts of interests relating to
research reports. Details of the discloseable interest can
be found in certain reports as required by the relevant
rules and regulation and the full details are available at
http://www.clsa.com/member/research_disclosures/.
Disclosures therein include the position of CLSA and CLST
only. Unless specified otherwise, CLSA did not receive
any compensation or other benefits from the subject
company covered in this publication/communication, or
from any third party in connection with this report. If
investors have any difficulty accessing this website,
please contact webadmin@clsa.com on +852 2600 8111.
If you require disclosure information on previous dates,
please contact compliance_hk@clsa.com.

This publication/communication is distributed for and
on behalf of CLSA Limited (for research compiled by non-
US and non-Taiwan analyst(s)), and/or CLST (for
research compiled by Taiwan analyst(s)) in Australia by
CLSA Australia Pty Ltd; in Hong Kong by CLSA Limited; in
India by CLSA India Private Limited, (Address: 8/F,
Dalamal House, Nariman Point, Mumbai 400021. Tel No:
+91-22-66505050. Fax No: +91-22-22840271; CIN:
U67120MH1994PLC083118; SEBI Registration No:
INZ000001735; in Indonesia by PT CLSA Sekuritas
Indonesia; in Japan by CLSA Securities Japan Co., Ltd; in
Korea by CLSA Securities Korea Ltd; in Malaysia by CLSA
Securities Malaysia Sdn Bhd; in the Philippines by CLSA
Philippines Inc (a member of Philippine Stock Exchange
and Securities Investors Protection Fund); in Thailand by
CLSA Securities (Thailand) Limited; in Taiwan by CLST
and in the United Kingdom by CLSA (UK).

India: CLSA India Private Limited, incorporated in
November 1994 provides equity brokerage services
(SEBI Registration No: INZ000001735), research
services (SEBI Registration No: INH000001113) and
merchant  banking services (SEBI  Registration
No.INM000010619) to global institutional investors,
pension funds and corporates. CLSA and its associates
may have debt holdings in the subject company. Further,
CLSA and its associates, in the past 12 months, may
have received compensation for non-investment banking
securities and/or non-securities related services from the
subject company. For further details of “associates” of
CLSA India please contact Compliance-India@clsa.com.

United States of America: Where any section is
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compiled by non-US analyst(s), it is distributed into the
United States by CLSA solely to persons who qualify as
"Major US Institutional Investors" as defined in Rule 15a-
6 under the Securities and Exchange Act of 1934 and
who deal with CLSA Americas. However, the delivery of
this research report to any person in the United States
shall not be deemed a recommendation to effect any
transactions in the securities discussed herein or an
endorsement of any opinion expressed herein. Any
recipient of this research in the United States wishing to
effect a transaction in any security mentioned herein
should do so by contacting CLSA Americas.

Canada: The delivery of this research report to any
person in Canada shall not be deemed a
recommendation to effect any transactions in the
securities discussed herein or an endorsement of any
opinion expressed herein. Any recipient of this research in
Canada wishing to effect a transaction in any security
mentioned herein should do so by contacting CLSA
Americas.

United Kingdom: In the United Kingdom, this research
is @ marketing communication. It has not been prepared
in accordance with the legal requirements designed to
promote the independence of investment research, and is
not subject to any prohibition on dealing ahead of the
dissemination of investment research. The research is
disseminated in the EU by CLSA (UK), which is authorised
and regulated by the Financial Conduct Authority. This
document is directed at persons having professional
experience in matters relating to investments as defined
in Article 19 of the FSMA 2000 (Financial Promotion)
Order 2005. Any investment activity to which it relates is
only available to such persons. If you do not have
professional experience in matters relating to
investments you should not rely on this document.
Where the research material is compiled by the UK
analyst(s), it is produced and disseminated by CLSA
(UK). For the purposes of the Financial Conduct Rules this
research is prepared and intended as substantive
research material.

Singapore: In Singapore, research is issued and/or
distributed by CLSA Singapore Pte Ltd (Company
Registration No.: 198703750W), a Capital Markets
Services licence holder to deal in securities and an
exempt financial adviser, solely to persons who qualify as
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an institutional investor, accredited investor or expert
investor, as defined in s.4A(1) of the Securities and
Futures Act. Pursuant to Paragraphs 33, 34, 35 and 36 of
the Financial Advisers (Amendment) Regulations 2005 of
the Financial Advisers Act (Cap 110) with regards to an
institutional investor, accredited investor, expert investor
or Overseas Investor, sections 25, 27 and 36 of the
Financial Adviser Act (Cap 110) shall not apply to CLSA
Singapore Pte Ltd. Please contact CLSA Singapore Pte Ltd
(telephone No.: +65 6416 7888) in connection with
queries on the report. MCI (P) 033/11/2016

The analysts/contributors to this
publication/communication may be employed by any
relevant CLSA entity, CLST or a subsidiary of CITIC
Securities Company Limited which is different from the
entity that distributes the publication/communication in
the respective jurisdictions.

MSCI-sourced information is the exclusive property of
Morgan Stanley Capital International Inc (MSCI). Without
prior written permission of MSCI, this information and
any other MSCI intellectual property may not be
reproduced, redisseminated or used to create any
financial products, including any indices. This information
is provided on an "as is" basis. The user assumes the
entire risk of any use made of this information. MSCI, its
affiliates and any third party involved in, or related to,
computing or compiling the information hereby expressly
disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular
purpose with respect to any of this information. Without
limiting any of the foregoing, in no event shall MSCI, any
of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability
for any damages of any kind. MSCI, Morgan Stanley
Capital International and the MSCI indexes are service
marks of MSCI and its affiliates. The Global Industry
Classification Standard (GICS) was developed by and is
the exclusive property of MSCI and Standard & Poor's.
GICS is a service mark of MSCI and S&P and has been
licensed for use by CLSA.

EVA® is a registered trademark of Stern, Stewart &
Co. "CL" in charts and tables stands for CLSA and “CT”
stands for CLST estimates unless otherwise noted in the
source.
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