
                                                     
 
 

 

 
 

October 30, 2013 

Sinopharm Group  
3Q Outperformed; Well 
Placed in Policy Storm 
 
 

Quick Comment: Conclusion: We are encouraged to 
see Sinopharm’s 3Q results, outshining peers in an 
unfavorable policy environment, and benefiting from its 
national network and cost control. The solid earnings 
momentum should continue into 4Q, in our view. 

Sales growth helped by geographic and product mix: 
Sinopharm grew a healthy 23%YoY in 3Q despite policy 
headwinds across the industry, vs. 20% in 1H13. M&A 
contributed 3% of growth in 9M13, vs. 18% for the 
organic business. We attribute the strong momentum to 
the faster growth in less developed regions especially 
from lower-tier hospitals in tier 2 and 3 cities. Regional 
growth: Northeast 20.1%YoY, North 24.9%, East 17.3%, 
Central 37.17%, South 16.93%, Southwest 32.88%, and 
Northwest 17.24%. Management thinks the impact on 
the industry in October from anti-corruption policies 
should be less than it was in August and September, 
and expects 4Q sales to be on track. 

Gross margin stabilized: 3Q13 GM stabilized vs. 2Q, 
after having dropped significantly in 1Q and 4Q12, on: 1) 
very limited impact from drug tenders recently; and 2) 
improving product mix. The company is replacing 
low-margin products with high-margin ones. Portion of 
direct sales to hospitals, as % of total, further rose by 
1.5% vs. 2012 year-end. % of MNC products stayed flat, 
at ~46-47%. 4Q GM might decline, given seasonality. 

Finance costs ratio flat excl. FX loss: Sinopharm 
incurred FX loss of Rmb50mn (Rmb18mn in 3Q) in 
9M13. Excluding FX loss, the finance cost ratio should 
stay flat vs. 1H. Of total finance costs of Rmb1.1bn in 9M, 
expenses for discounting notes receivables accounted 
for 24-25%, AR factoring 15%, interest expense 60%. 
Cash conversion cycle lengthened by 5 days vs. 2012. 

Minority interest to decline over the long run: 
Management plans to increase its interest in subsidiaries 
gradually to lower the minority interest. The capital 
increase in Shenzhen Accord will likely be completed in 
late 2013 or early 2014.  

Please see inside for more details. 

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 

For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be 
associated persons of the member and may not be subject to NASD/NYSE restrictions on 
communications with a subject company, public appearances and trading securities held by a 
research analyst account. 
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Stock Rating 

Overweight 

Industry View 

In-Line Key Ratios and Statistics 

Reuters: 1099.HK  Bloomberg: 1099 HK 
China Drug Distribution 

Shr price, close (Oct 29, 2013) HK$21.05

52-Week Range HK$28.10-18.06

Sh out, dil, curr (mn) 2,403

Mkt cap, curr (mn) Rmb39,723

EV, curr (mn) Rmb49,827

Avg daily trading value (mn) Rmb83

 
Fiscal Year ending 12/12 12/13e 12/14e 12/15e

ModelWare EPS (Rmb) 0.82 0.94 1.10 1.28

Consensus EPS (Rmb)§ 0.80 0.94 1.11 1.33

Revenue, net (Rmb mn) 135,787 164,670 193,457 223,859

EBITDA (Rmb mn) 5,429 6,993 8,561 10,014

ModelWare net inc (Rmb mn) 1,974 2,367 2,820 3,291

P/E 23.7 17.7 15.1 12.9

P/BV 2.7 2.3 2.1 1.8

RNOA (%) 18.1 16.5 15.0 16.5

ROE (%) 12.6 13.9 15.1 15.9

EV/EBITDA 10.5 8.1 6.7 6.2

Div yld (%) 1.3 1.7 2.0 2.3

FCF yld ratio (%) 2.6 (10.8) 6.6 (4.1)

Leverage (EOP) (%) 28.3 58.0 47.0 57.7
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note). 
§ = Consensus data is provided by Thomson Reuters Estimates. 
e = Morgan Stanley Research estimates 
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3Q13 Snapshot 

Sales grew 23%YoY to reach Rmb42.5bn in 3Q13. GM was 
almost flat, both YoY and sequentially. SG&A expense ratio 
of 4.26% increased from 4.15% in 2Q13 but decreased YoY 
vs. 4.69% in 3Q12. Operating margin of 3.68% improved vs. 
3.28% last year. Finance cost ratio, however, increased to 
0.98% YoY vs. 0.83% in 3Q12 and 0.88% in 2Q13 to 
Rmb415mn. Net income and EPS growth was 12% YoY and 
9% YoY, respectively. Net margin declined 14bps YoY and 
12bps vs. 2Q13. 

Cash and cash equivalents of Rmb13.5bn dropped 15% 
compared to 2Q13. AR days lengthened to 98 days from 88 
and 92 in 2Q13 and 3Q12 while AP days were 75 days vs. 68 
and 76 in 2Q13 and 3Q12, respectively. Inventory days were 
2 days longer vs. 2Q. 

Exhibit 1 

Sales Growth Comparison between Sinopharm and 
SPH Distribution Business 
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Source: Company data, Morgan Stanley Research 
 
Exhibit 2 

Gross Margin Comparison between Sinopharm and 
SPH Distribution Business 
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Source: Company data, Morgan Stanley Research 
 

Exhibit 3 

Finance Cost Comparison between Sinopharm and 
Shanghai Pharma 
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Source: Company data, Morgan Stanley Research 
 
Exhibit 4 

Operating Cash Flow Comparison between 
Sinopharm and Shanghai Pharma 
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Source: Company data, Morgan Stanley Research 
 
Exhibit 5 

AR Days Comparison between Sinopharm and 
Shanghai Pharma 
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Source: Company data, Morgan Stanley Research 
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Exhibit 6 

Sinopharm: Quarterly Income Statement 
RMB ('000) 2009 2010 2011 1Q12 2Q12 3Q12 4Q12 2012 1Q13 2Q13 3Q13
Revenue 52,668,164 69,233,670 102,224,807 32,972,435 33,589,861 34,425,666 34,798,873 135,786,836 37,433,809 42,632,552 42,495,470
COGS (48,278,930) (63,433,831) (93,939,491) (30,315,099) (30,819,541) (31,683,539) (32,092,061) (124,910,240) (34,542,534) (39,256,748) (39,119,466)
Gross profit 4,389,234 5,799,839 8,285,316 2,657,337 2,770,320 2,742,127 2,706,812 10,876,596 2,891,275 3,375,804 3,376,004
Sales expenses (1,404,129) (1,960,019) (2,922,793) (876,451) (894,464) (987,457) (971,342) (3,729,715) (981,090) (1,083,566) (1,077,276)
Administration expenses (1,139,345) (1,508,543) (1,902,736) (546,488) (591,790) (628,060) (716,342) (2,482,680) (594,797) (661,656) (733,478)
Operating profit 1,845,760 2,331,277 3,459,787 1,234,398 1,284,066 1,126,609 1,019,128 4,664,201 1,315,387 1,630,582 1,565,249
Non-operating income (97,699) 63,054 (334,978) (282,505) (230,900) (186,755) 44,777 (655,383) (265,159) (377,458) (395,805)

Financial expenses (216,366) (242,048) (762,316) (273,809) (318,025) (284,965) (289,506) (1,166,305) (304,195) (400,343) (415,141)
Losses of devaluation of asset (54,001) (39,484) (64,685) (68,560) (24,481) (53,264) 25,964 (120,341) (37,932) (74,593) (54,568)
Changing income of fair value 188 442 4,276 62 62
Investment income 69,973 203,661 230,325 33,660 38,743 52,323 47,220 171,947 31,971 48,114 38,602
Others
Non-operating income 123,440 165,111 295,084 28,648 107,583 103,473 269,165 508,869 48,669 75,336 41,126
Non-operating expenses (20,934) (24,627) (37,662) (2,444) (34,719) (4,322) (8,129) (49,615) (3,672) (25,972) (5,823)

Pre-tax income 1,748,061 2,394,330 3,124,809 951,893 1,053,167 939,854 1,063,904 4,008,818 1,050,228 1,253,124 1,169,444
Income tax (423,214) (566,703) (709,421) (226,429) (251,075) (192,170) (254,775) (924,449) (234,403) (274,888) (255,672)
Tax rate 24.2% 23.7% 22.7% 23.8% 23.8% 20.4% 23.9% 23.1% 22.3% 21.9% 21.9%
Net income 1,324,847 1,827,628 2,415,387 725,464 802,092 747,684 809,130 3,084,370 815,826 978,236 913,772
Minority interest 461,386 619,479 843,814 266,594 303,440 238,040 300,115 1,108,190 289,313 354,949 345,398
Net profit attributable to shareh 863,460 1,208,149 1,571,573 458,870 498,652 509,644 509,014 1,976,180 526,513 623,287 568,373
EPS 0.48 0.53 0.67 0.19 0.21 0.21 0.21 0.82 0.22 0.24 0.23

YOY%
Revenue 31% 48% 47% 31% 24% 31% 33% 14% 27% 23%
COGS 31% 48% 47% 31% 24% 32% 33% 14% 27% 23%
Gross profit 32% 43% 47% 33% 30% 18% 31% 9% 22% 23%
Sales expenses 40% 49% 52% 21% 39% 8% 28% 12% 21% 9%
Administration expenses 32% 26% 38% 36% 33% 19% 30% 9% 12% 17%
Operating profit 26% 48% 47% 41% 22% 29% 35% 7% 27% 39%
Non-operating income -165% -631% 313% 174% 157% -141% 96% -6% 63% 112%

Financial expenses 12% 215% 149% 51% 50% 15% 53% 11% 26% 46%
Pre-tax income 37% 31% 23% 28% 11% 56% 28% 10% 19% 24%
Net profit attributable to shareholders 40% 30% 14% 30% 12% 53% 26% 15% 25% 12%
EPS 10% 26% 8% 28% 11% 55% 23% 15% 16% 9%

Margin
Gross margin 8.33% 8.38% 8.10% 8.06% 8.25% 7.97% 7.78% 8.01% 7.72% 7.92% 7.94%
SG&A as % of revenue 4.83% 5.01% 4.72% 4.32% 4.42% 4.69% 4.85% 4.58% 4.21% 4.09% 4.26%

Sales expenses 2.67% 2.83% 2.86% 2.66% 2.66% 2.87% 2.79% 2.75% 2.62% 2.54% 2.54%
Administration expenses 2.16% 2.18% 1.86% 1.66% 1.76% 1.82% 2.06% 1.83% 1.59% 1.55% 1.73%

Operating margin 3.50% 3.37% 3.38% 3.74% 3.82% 3.27% 2.93% 3.43% 3.51% 3.82% 3.68%
Financial expenses 0.41% 0.35% 0.75% 0.83% 0.95% 0.83% 0.83% 0.86% 0.81% 0.94% 0.98%

Minority interest 34.83% 33.90% 34.93% 36.75% 37.83% 31.84% 37.09% 35.93% 35.46% 36.28% 37.80%
Net margin 1.64% 1.75% 1.54% 1.39% 1.48% 1.48% 1.46% 1.46% 1.41% 1.46% 1.34%  
Source: Company Data, Morgan Stanley Research 
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Company Description 
Sinopharm is the biggest distributor of pharmaceutical and 
healthcare products in China and has the largest drug 
distribution network with a 10.8% market share in 2008. The 
company's robust growth in recent years has far exceeded the 
industry average (2003-08 sales CAGR of 34% vs. 16%), 
widening the market share gap with the No. 2 player from less 
than 0.1ppt in 2003 to 6.1ppt in 2008. 

China Drug Distribution 

Industry View: In-Line 
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by local accounting 
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. ModelWare also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings. 
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  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count 
% of 
Total Count

% of 
Total IBC

% of Rating 
Category

Overweight/Buy 1002 34% 410 38% 41%

Equal-weight/Hold 1278 44% 493 46% 39%

Not-Rated/Hold 114 4% 28 3% 25%

Underweight/Sell 526 18% 140 13% 27%

Total 2,920  1071   
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months. 

Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
over the next 12-18 months. 
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted 
basis over the next 12-18 months. 
Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country MSCI Index on 
a risk-adjusted basis, over the next 12-18 months. 
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis, 
over the next 12-18 months. 
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 

Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; 
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index. 
. 

Stock Price, Price Target and Rating History (See Rating Definitions) 
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers 
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or  
Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at 
www.morganstanley.com/online/researchdisclosures. 
For Morgan Stanley specific disclosures, you may refer to www.morganstanley.com/researchdisclosures. 
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC.  This review and approval is conducted by the 
same person who reviews the Equity Research report on behalf of Morgan Stanley.  This could create a conflict of interest. 

Other Important Disclosures 
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of 
Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. 
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For 
all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix. 
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, 
but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as 
a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix. 
Any access and/or use of Morgan Stanley Research are subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html).  By accessing and/or using 
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you 
consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy 
(http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver better and 
more personalised service and products to you. To find out more information about how Morgan Stanley processes personal data, how we use cookies and how to reject 
cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html). 
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing of your personal data or using cookies please do not 
access our research. 
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income from 
your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, 
operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments 
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. If 
provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's securities/instruments. 
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks. 
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.  
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of common equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment 
of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of 
securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by 
Morgan Stanley or associated persons. 
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley 
Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have 
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associated expenses unless pre-approved by authorized members of Research management. 
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. 
To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research may not 
be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securities/instruments that do 
not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not 
execute transactions for clients in these securities/instruments. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable 
to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong 
Kong sales representatives. 
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan 
Stanley Asia Limited. 
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute 
an offer to sell or the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be 
responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. 
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related 
research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in 
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters 
arising from, or in connection with, Morgan Stanley Research); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale 
clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder 
of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India 
by Morgan Stanley India Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved 
of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, 
Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group 
company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in 
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts 
responsibility for its contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services 
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the 
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. 
International plc or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member 
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of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan 
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only 
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA. 
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations. 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global 
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and 
trading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions, 
forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI's index compilation decisions. Morgan Stanley Research or portions of it may not 
be reprinted, sold or redistributed without the written consent of Morgan Stanley.  Morgan Stanley research is disseminated and available primarily electronically, and, in 
some cases, in printed form.  Additional information on recommended securities/instruments is available on request. 
Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. MSCI 
has not reviewed, approved or endorsed the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or control over 
MSCI's index compilation decisions. 
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form. 

Additional information on recommended securities/instruments is available on request. 
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Industry Coverage:China Drug Distribution 

Company (Ticker) Rating (as of)Price* (10/30/2013)

Bin Li 
Shanghai Pharmaceutical 
(2607.HK) 

E (06/05/2012) HK$16.1

Shanghai Pharmaceutical 
(601607.SS) 

E (06/05/2012) Rmb13.89

Sinopharm Group (1099.HK) O (01/05/2010) HK$21.35

Stock Ratings are subject to change. Please see latest research for each company. 
* Historical prices are not split adjusted. 
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