An Interview with-Mr. DENG lJie,
CEO of Hua'Han Bio-Pharmaceutical
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treatments, is one of its success stories.

“In China, facial mask making is an upcoming
industry with enormous market potential. Since
its beginning in 2000, it has been growing by
20% a year. Now, it has become a must-buy
for working ladies. To improve our sales, we
joined forces with Watson'’s in the third quarter
of 2005 to distribute our products in their 180-
plus outlets across the country.” Deng said.

Early indications are promising. In the last
quarter of 2005, Hua Han was among the
top sellers of facial mask products at the
Watson'’s retail chain. The key to their success,
Deng said, hinges on both quality control and
production efficiency.

Business Integr
As a milestone in its history, Hua Han acquired
two well-known mainland drug-makers in 2004
- a move to rejuvenate its business model for
efficiency and long-term growth. “Collaboration
is built on a common goal, which can only be
attained upon resolving cultural differences
between enterprises.” Unity leads to success,

stressed Deng.

Guiyang De Chang Xiang Pharmaceutical
(Guiyang DCX), one of its acquisitions, is
reputed for its decade-long leadership in
traditional Chinese medicine (TCM) and

Over-the-Counter (OTC) drug manufacturing.

added that eleven of Guiyang DCX'’s medicinal
product lines have already met the required
GMP standard.

The addition of Guangdong Qunhe
Pharmaceutical, a trailblazer in facial mask
making in China, has opened up another
source of income for the group. The “Magic”
Series, totaling approximately RMB37 million
for the year ended June 2005, has already
made RMB33 million in the first half of
FYO05/06, thanks to Hua Han’s effective
marketing strategies. Now, it is accounting for
nearly 15% of total revenue.

With the operations streamlined, cost-
effectiveness is expected. The group’s cost
of sales was down 25% to HK$168 million for

a the palfyegr ended last December, with gross
margins rising from 31% to 44%.

To push ahead with its market expansion, Hua
Han teamed up with Haw Par, a Singapore-
based OTC drug maker, last June. A listed
company since 1964, Haw Par’s experience
and global business network could add
strength to operations, said Deng. “Thanks

to Haw Par, we are able to work with
global trader Li & Fung (494), which
is now introducing the ‘Magic’ Series
into Hong Kong. Hopefully, it will be
on the market by
the end of this
year.”

Sales Up 12%

In China, the pharmaceutical industry has
been growing in double digits since 1980s.
Due to rising affluence and awareness of
health, the gynaecological drugs industry
is gaining momentum, Deng said. In recent
years, the industry has grown at an average

of about 12%.

In the long term, Hua Han will focus on the
development of its own products, which have
higher margins than that of its trading business.
Currently, 74% of its revenue comes from its
own products. But management wants more.
“We are eager and determined to raise our
profitability so as to create more value for our
shareholders.” Deng concluded. L/

huahan.quamir.com
Hua Han Bio-Pharmaceutical is a client of
Quam Investor Relations(QuamIR). For more
information, check out huahan.quamir.com.

To make its products stylish, the group is taking advantage of the “Korea craze” in China
and HK by adding “Korean elements” into its medicinal healthcare products.




