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Forecasts and Valuation

FY Dec (RMB m) 2013A 2014F 2015F
Turnover 1,173 1,381 1,509
EBITDA 112 148 158
Pre-tax Profit 94 131 143
Net Profit 65 91 99
Net Pft (Pre Ex) 65 91 99
EPS (RMB) 0.18 0.20 0.21
EPS (HK$) 0.22 0.24 0.27
EPS Gth (%) 6.3 9.6 9.2
Diluted EPS (HK$) 0.22 0.24 0.27
DPS (HK$) 0.11 0.09 0.09
BV Per Share (HK$) 1.13 1.00 1.18
PE (X) 18.1 16.5 15.1
P/Cash Flow (X) 31.7 15.8 13.9
P/Free CF (X) 79.8 17.0 14.7
EV/EBITDA (X) 9.1 8.8 7.9
Net Div Yield (%) 2.8 2.1 2.3
P/Book Value (X) 3.5 4.0 3.4
Net Debt/Equity (X) CASH CASH CASH
ROAE (%) 27.5 25.7 24.4

ICB Industry: Industrials
ICB Sector: Support Services
Principal Business: Healthcare

Source of all data: Company, DBSV, Thomson Reuters, HKEX

Potential M&As can significantly
accelerate earnings growth

e Investors expressed strong interest on Yestar’'s potential
M&As during its recent NDR

e Potential M&As should help expand customer base and
hence accelerate earnings growth

o Yestar has enough financial resources to undertake M&As

Potential M&As in 2H14 should accelerate earnings
growth significantly. During the NDR for Yestar on Monday,
investors were mainly interested in potential M&As. We
believe that Yestar will acquire 2-3 medical imaging device
makers with a customer base requiring medical films. These
potential acquisitions would allow Yestar to: 1) sell Fujifilm’s
devices and medical films to these new customers. Fujifilm’s
medical films are solely processed by Yestar in China. The
medical film processing for Fujifilm contributed c.55% of
Yestar's earnings in 2013. As such, these acquisitions would
drive up Yestar's profit; 2) launch medical films under Yestar's
own brand to them, which should generate higher gross
margins, and accordingly drive up gross margins of its medical
film segment. As Yestar is targeting the mid-low end market
(Fujifilm: mid-high end), medical films under its own brand
would not directly compete with Fuijifilm’s product. Currently,
we expect earnings CAGR (2013-16F) to be 18%. There is
upside to our estimates if the M&As materialise in 2H14.

Yestar has enough financial resources to complete
M&As. The acquisition(s) is estimated to cost Rmb150m-400m
in total. Taking into account Yestar’s net cash of Rmb170m (as
at end-Dec 13) and expected operating cash inflow of
Rmb93m in FY 14F, we believe it has enough financial
resources for M&A. Even assuming cost of Rmb400m, we
estimate its net debt to equity ratio would maintain at
acceptable level of c.36%.

Current valuation still looks attractive. Trading at 16x 1-yr
rolling forward PE, the stock is trading at a 20% discount to
the medical sector average. Current valuation is attractive
given that there is potential for earnings estimates to be raised
from M&A.

At A Glance
Issued Capital (m shrs) 467
Mkt. Cap (HK$m/US$m) 1,875/ 242
Major Shareholders

Hartono family (%) 711
Free Float (%) 28.9
Avg. Daily Vol.("000) 2,040

DBSV's discussion of the issuer in this report will not be continuously followed. Accordingly, this report is being provided as a stand-alone analysis and recipients of this report should not expect

additional reports relating to this issuer, unless so decided by DBSV.
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We hosted an NDR for Yestar on Monday. During the NDR,
investors expressed one major concern. Fujifilm is the largest
supplier and customer of Yestar (contributing ¢.80% of total
purchases and ¢.40% of total revenue). It is also a major
player in medical film industry (15.3% market share in 2012).
If the potential M&As take place and Yestar launches medical
films under its own brand, will this product compete directly
with Fujifilm? Is Fujifilm ok with this?

In our view, Fujifilm should not have issues as:

1) Yestar and Fujifilm are targeting different market segments.

Yestar is targeting mid-low end while Fujifilm is targeting
mid-high end. Direct competition should be minimal;

2) Master rolls purchased from Fuijifilm is the major feedstock
of Yestar. Increasing sales of Yestar medical films will also
drive the revenue of master rolls for Fujifilm which would
be positive for Fujifilm;

3) As estimated above, Yestar may acquire 2-3 medical
imaging device makers with their own customer base.
Fujifilm’s medical imaging devices and medical devices
could be sold to them. Yestar is actually using its own
capital to help Fujifilm to penetrate into new markets. In
our view, allowing Yestar to develop its own brand is a
compensation for Yestar which encourages it to accelerate
the market penetration of Fujifilm’s products. Fujifilm is
now the no.3 player in the medical film industry (see the
following chart). We believe it wants to expand its market
share at a faster pace.

Yestar’s 1 year forward PE chart

Yestar’'s major shareholder, the Hartono family, has co-
operated with Fujifilm for over 42 years in Indonesia, Vietnam,
Cambodia, India and China. Fujifilm is now an important
supplier and customer. We believe the Hartono family would
have discussed important issues with Fuijifilm before
proceeding with major moves related to Fuijifilm as mentioned
in above. Hence, we do not think the business relationship
between Fuijifilm and Yestar will be affected.

Medical film market share in China

Market size in 2012: Rmb3.1bn

Fuijifilm,
15.3% Konica
Minolta,
Agfe, 15.1%
21.3%
Others,

7.5%

Source: Frost & Sullivan, DBS Vickers

Medical sector 1 year forward PE chart
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Key Assumptions

Sensitivity Analysis

FY Dec 2012A 2013A 2014F 2015F 2016F
Color photographic paper - 0.1 ©o.1) 01 0.1 0.1 2014
revenue growth
Medical imaging products - Medical film sales Net Profit
revenue grovvgth P 0.0 0.6 0.4 01 01 growth +/- 1% +/- 0.5%
Color photographic '
SG&A % in total sales 0.1 0.1 0.1 0.1 0.1 paperFsJaIes grofvth Net Profit
1% +/- 0.6%
Segmental Breakdown (RMB m)
FY Dec 2012A 2013A 2014F 2015F 2016F
Revenues (RMB m)
Color photographic paper 599 531 557 591 626
Medical imaging products 295 474 640 717 803
Industrial imaging products 62 168 184 201 219
Total 956 1,173 1,381 1,509 1,649
Gross margin (RMB m)
Color photographic paper 116 119 128 136 145
Medical imaging products 40 65 91 102 114
Industrial imaging products 12 25 28 30 33
Total 167 209 246 268 292
Gross margin Margins (%)
Color photographic paper 19.4 22.5 23.0 23.0 23.1
Medical imaging products 134 13.7 14.2 14.2 14.2
Industrial imaging products 18.7 15.0 15.0 15.0 15.1
Total 17.5 17.8 17.8 17.8 17.7
Source: Company, DBS Vickers
Income Statement (RMB m) Margins Trend
FY Dec 2012A 2013A 2014F 2015F 2016F 11.0%
Revenue 956 1,173 1,381 1,509 1,649
Cost of Goods Sold (789) (964) (1,135) (1,241) (1,357) 100%
Gross Profit 167 209 246 268 292 9.0% \/\
Other Opng (Exp)/Inc (86) 111) (113) (123) (135) 8.0%
Operating Profit 81 98 134 145 156 7.0%
Other Non Opg (Exp)/Inc 0 0 0 0 0
Associates & JV Inc 0 0 0 0 0 6.0% f
Net Interest (Exp)/Inc 1 (5) 3) (1) ) 5.0% . . . . s
Dividend Income 0 0 0 0 0 2012A 2013A 2014F 2015F 2016F
Exceptional Gain/(Loss) 0 0 0 0 0 -+ Operating Margin % ~+Net Income Margin %
Pre-tax Profit 82 94 131 143 156
Tax (24) (28) (39) (43) (47)
Minority Interest 2) 0 0 0 0
Preference Dividend 0 0 0 0 0
Net Profit 57 65 91 99 108
Net Profit before Except. 57 65 91 99 108
EBITDA 91 112 148 158 169
Growth
Revenue Gth (%) (2.2) 22.8 17.7 9.2 9.3
EBITDA Gth (%) 10.1 22.7 32.7 6.8 7.0
Opg Profit Gth (%) 1.4 214 36.1 8.2 8.2
Net Profit Gth (%) 19.5 15.1 40.0 9.2 8.6
Margins & Ratio
Gross Margins (%) 17.5 17.8 17.8 17.8 17.7
Opg Profit Margin (%) 8.5 8.4 9.7 9.6 9.5
Net Profit Margin (%) 5.9 55 6.6 6.6 6.6
ROAE (%) 37.9 27.5 25.7 244 226
ROA (%) 10.6 9.8 12.0 12.0 11.7
ROCE (%) 26.6 20.2 19.6 19.4 18.4
Div Payout Ratio (%) 142.6 50.2 35.0 35.0 35.0
Net Interest Cover (x) NM 21.8 442 105.2 170.1

Source: Company, DBS Vickers
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Interim Income Statement (RMB m)

Revenue Trend

FY Dec 1H2012 2H2012 1H2013 2H2013 700 i

600 12%
Revenue 41 594 46 638 500 10%
Cost of Goods Sold (18) (444) (20) (497) a0 a%
Gross Profit 23 151 26 141 20 -
Other Oper. (Exp)/Inc (17) (70) (18) 93) 20 4%
Operating Profit 7 81 8 48 . -
Other Non Opg (Exp)/Inc 0 0 0 0 , "
Associates & JV Inc 1 (@) 0 0 8§ § £ : 8 & : § & &
Net Interest (Exp)/Inc 0 1 0 (4) L L B
Exceptional Gain/(Loss) 0 0 0 0 = fevenue Revenue Growth % (YoY)
Pre-tax Profit 7 81 8 44
Tax (1) (22) (2) (27)
Minority Interest 0 2) 0 0
Net Profit 6 57 6 17
Net profit bef Except. 6 57 6 17
Growth
Revenue Gth (%) N/A N/A 12.1 7.4
Opg Profit Gth (%) N/A N/A 171 (40.1)
Net Profit Gth (%) N/A N/A 2.8 (70.3)
Margins
Gross Margins (%) 56.6 25.3 56.9 22.1
Opg Profit Margins (%) 16.7 13.6 17.4 7.6
Net Profit Margins (%) 15.0 9.6 13.7 2.7
Source: Company, DBS Vickers
Balance Sheet (RMB m) Asset Breakdown
FY Dec 2012A 2013A 2014F 2015F 2016F
Net Fixed Assets 96 104 97 91 79
Invts in Associates & JVs 0 0 0 0 0 De;";‘;:“ N:;ziée_d
Other LT Assets 24 26 26 25 24 Invertory - 13.4%
Cash & ST Invts 163 287 291 361 442 ’
Inventory 178 273 318 347 379
Debtors 101 17 20 22 24 U
Other Current Assets 26 28 28 28 28 Bank, Cash
Total Assets 587 736 780 874 977 Assocs'/IVs - and Liquid

0.0% Assets -
39.8%

ST Debt 25 17 72 77 81
Creditors 244 215 249 272 297
Other Current Liab 139 48 48 48 48
LT Debt 20 0 13 14 14
Other LT Liabilities 10 13 13 13 13
Shareholder’s Equity 140 333 375 442 513
Minority Interests 9 9 10 10 10
Total Cap. & Liab. 587 736 780 874 977
Non-Cash Wkg. Capital (78) 55 70 78 87
Net Cash/(Debt) 18 170 206 271 347
Debtors Turn (avg days) 26.3 18.3 4.9 5.1 5.1
Creditors Turn (avg days) 100.4 88.2 75.6 77.4 771
Inventory Turn (avg days) 72.8 86.5 96.1 98.8 98.6
Asset Turnover (x) 1.8 1.8 1.8 1.8 1.8
Current Ratio (x) 1.1 1.6 1.8 1.9 2.1
Quick Ratio (x) 0.6 0.8 0.8 1.0 1.1
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) CASH CASH CASH CASH CASH
Capex to Debt (%) 115.3 19.1 7.6 7.2 6.8
Z-Score (X) NA NA NA NA NA

Source: Company, DBS Vickers
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Cash Flow Statement (RMB m)

Capital Expenditure

FY Dec 2012A 2013A 2014F 2015F 2016F
Pre-Tax Profit 82 94 131 143 156
Dep. & Amort. 10 14 16 16 16
Tax Paid (21) (43) (39) (43) (47)
Assoc. & JV Inc/(loss) 0 0 0 0 0
(Pft)/ Loss on disposal of FAs 0 0 0 0 0
Chg in Wkg.Cap. (73) (34) (15) (8) 9)
Other Operating CF 47 6 2 1 7
Net Operating CF 45 37 95 109 123
Capital Exp.(net) (52) (22) (7) (7) 7)
Other Invts.(net) 0 0 0 0 0
Invts in Assoc. & JV 0 0 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF 30 1 4 3 4
Net Investing CF (22) 21) 3) 4) 3)
Div Paid 0 (81) (49) (33) (36)
Chg in Gross Debt 2) 72 (32) 5 5
Capital Issues 0 129 0 0 0
Other Financing CF (3) (6) (6) (4) (5)
Net Financing CF (4) 114 (87) (33) (36)
Currency Adjustments 0 0 0 0 0
Chg in Cash 18 131 6 72 84
Opg CFPS (RMB) 0.35 0.20 0.24 0.25 0.28
Free CFPS (RMB) (0.02) 0.04 0.19 0.22 0.25

Source: Company, 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 (ii) 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 may beneficially own a total of 1% or more of any class of common equity
securities of the subject company 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 may have received 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 company 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 report is not for distribution into Australia.

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") (formerly known as HwangDBS Vickers

Research Sdn Bhd). 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.

7 -

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

B DIBS VICKERS SECURITIES Page 7




