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Initiating coverage: denture leader riding on digital market
development trends

We initiate coverage with a BUY call and PT of HKD18.92 (181.1% upside
potential). Via M&A, Modern Dental has established an exclusive global
sales and distribution network with more than 100 subsidiaries, over 20
brands and more than 30,000 global customers. Its leading market share in
Europe, North America, Greater China, Australia and other major markets.

Strategic M&A and capacity expansion brings growth potential

Modern Dental is the world’s leading supplier of denture equipment. It specializes in denture
customization, including fixed and removable denture equipment, and other equipment.
Through years of strategic M&As, it has established an exclusive global sales and distribution
network, with more than 100 subsidiaries, more than 20 brands, and more than 30,000 global
customers. It has a leading market share in Europe, North America, Greater China, Australia
and other major markets.

In October 2019, phase | of its Dongguan production base project was officially put into
operation, covering 16,000 sqm, expanding production and operational capacity. In the
pandemic impact, 2H20 performance recovered and grew to a net profit of HKD247m, a
substantial yoy increase of 236.3%. 2H20 gross profit margin increased to 52.2% and net
profit margin increased to 16.2%. The company reported 1H21 revenue of about HKD1.47bn,
up 63.9% yoy. Greater China revenue came to about HKD329m, a substantial increase of
73.1% yoy. With the gradual completion and commissioning of the phase |l project base and
Vietnam production base, capacity would increase, adding further momentum in performance
growth.

C19 speeds domestic market integration; opportunities for digitalization pioneer
There is a large number of domestic denture production companies, mostly small-scale
regional technicians, so the industry concentration is low. The Covid-19 pandemic has
accelerated the elimination of small denture processing companies, and social distancing
measures have increased market attention to digital technology. Modern Dental, as industry
leader, has significant advantages in the number of technicians, tech level, digital development
level and customer channels, etc. It began to use CAD/CAM technology in 2007, and currently
has four digital production centers. It has a centralized network of digital processes and
equipment. It has the most oral internal scanning applications in the market. Modern Dental
would benefit from the opportunities that come with market integration and digital
development, increasing its market share and customer stickiness, and entrenching its
industry leadership.

Invisible orthodontics: exclusive advantage and channel resources boost volume

In 2020, TrioClear, the company’s invisible orthodontic product, was launched in Hong Kong,
Australia and Europe. TrioClear uses a unique three-step orthodontic method to replace three
layers of braces with progressive thickness during patient treatment. It enables teeth to move
in a gradual and predictable way, providing a comfortable wearing experience. Its exclusive
TrioDim Force technology reduces the use of accessories and saves time for dentists. It
covers more than 20,000 dentists worldwide, and with the help of stable customer channels,
we expect TrioClear to expand rapidly.

Valuation and risks

We expect the company to benefit from the opportunities of accelerated market integration
due to a strong recovery momentum. We estimate revenue will reach HKD2.99bn/3.71bn/
4.48bn in 2021/22/23E and net profit will reach HKD454m/563m/706m. Relative to a peer PE
of 40x in 2021E, we value Modern Dental at HKD18.17bn and derive a price target of
HKD18.92. Risks include: global economic and transnational business risks; M&A
uncertainty risks; concentration of production facilities risks; and risks related to deviation
arising from different market valuation systems.

TFI Asset Management Limited is a division of TF Group, which does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the TF| Asset Management Limited may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision. Please read the disclosures and disclaimer at the end of report.
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Initiation of coverage

BUY

Target price: HKD18.92
Share price (9 Aug): HKD6.73
Up/downside 181.1%
Company information

52wk High (06/01/2021) 9.90
52wk Low (09/22/2020) 117
P/E (Trailing 12m) 59.76
Dividend Yield 1.04
Price to Book Ratio -
Price to Sales Ratio 2.93
EV / Trail 12M EBITDA 22.79
Shares Outstanding (m) 956.9
Market Cap (HKDm) 6,440.2
Source: Wind

Financial Summary Forecast

HKDm 2021E  2022E 2023E
Revenues 2990.09 3704.79 4482.06
Yoy 36.11% 23.90% 20.98%
Fixed denture equipment 2087.85 2575.76 3100.19
Yoy 37.72% 23.37% 20.36%
Removable denture equipment  560.70 710.35 878.00
Yoy 39.13% 26.69% 23.60%
Others 34154 41867 503.88
yoy 26.03% 22.58% 20.35%

Source: Wind, Tianfeng Securities estimate
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TFI Asset Management Limited would like to
acknowledge the contribution and support
provided by Yang Song (#77#), Zhang
Xue (#ZF) and Dai Shuang (&%),

employees of Tianfeng Securities Co., Ltd.

The target price of Modern Dental Group (3600 HK)
is forecasted by TFI Asset Management Limited
based on current information. The target price may
fluctuate with reference to market fluctuations or other
relevant factors. TFl Asset Management Limited may
release publications which are inconsistent with the
opinions, speculations, and predictions contained
herein.

TFI Asset Management Limited
(CE No.: ASF056)
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)
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Cross Dental
LN X
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C4BEHEE, MmE. f2. WRe. PR B, e, EEEF . EESEER, WEE
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I ERR G M S R M S U E R R, B 5 H NERAF#EEHINAEN,
2020Q4 #HEBECAME R ZERMN 97%, JbRWHEFELIE IR 5.71 T, BEE
A2 X Wi 5, 6L RS S S IR e B K
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B R SCUA I T R B 2 () S M, AT A 5 W PR 5 A SR B, ol AR I A A8 P e e 3t
AT DS, B v DL E AR5 2 n T O TR B v MUIR T, ASSURT DA 249 R ) S A
IR, 3 mT DASR i SCA N R0, A B o, T 37 dh B B T BLp SO A= 7 A 4
1 50%. AF N E AR BRI SE0E, 2R D) 3shape #fF. Sirona 8, PRIEHIIR K
s, AR s 1A R, R IR PR TAT LU AL B A T
HIFBER BRI, ~r a8l PREE I, 5 T2 T h .

B 27: 3shape FIEFT HERIXBIFELHR 3shape 1KE

3shape®

Connect to a Practice or Lab

Fill in email or name of the one you want to connect to
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Disclaimer

Analyst Statement

Each research analyst identified in this publication certifies that all of the views expressed in this publication by such analyst accurately reflect the personal views of each such analyst about the
subject securities and issuers. In addition, each research analyst identified in this publication certifies that no part of the analyst's compensation was, is or will be, directly or indirectly related to
the specific investment recommendations or views expressed in this publication, nor is it tied to any specific investment banking transactions performed by Tianfeng Securities Co., Ltd or any
other affiliates and subsidiaries globally.

General Disclosures

The term "TF Group" used in this publication refers to Tianfeng Securities Co., Ltd. and its affiliates and subsidiaries globally, including TFI Asset Management Limited (CE No.: ASF056). This
publication and all materials contained in it has been prepared by the TF Group and, if applicable, with the contributions of one or more TF Group entities whose employees are specified on
page 1 or identified elsewhere in the publication.

The contents contained in this publication is confidential and only for the use of clients of TF Group. TF Group will not deem a recipient as its client by reason only of their receiving this publication.
Information herein has been obtained from sources believed to be reliable, but TF Group does not warrant its accuracy or completeness. The information and opinions contained herein are
provided for TF Group clients’ reference only and should not be construed as an offer to buy or sell or the solicitation of an offer to buy or sell the securities mentioned. The information and
opinions contained herein do not take into account the particular investment objectives, financial situation, or needs of any recipient. Under no circumstances shall the information contained
herein or the opinions expressed herein constitute a personal recommendation to anyone. TF Group clients are advised to make their own independent evaluation of the information contained
in this publication, consider their own individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects if necessary. TF Group shall not be liable in any manner whatsoever for any consequences of any reliance thereon or usage thereof. To the extent this material
is provided to any recipient, this material is provided solely on the basis that the recipient has the capability to independently evaluate investment risk and is exercising independent judgment in
evaluating investment decisions in that its investment decisions will be based on its own independent assessment of the opportunities and risks presented by a potential investment, market
factors and other investment considerations.

Opinions, speculations and predictions contained in this publication reflect opinions held, and speculations and predictions made, at the time of publication. Such opinions, speculations and
predictions are subject to change and may be amended without any notification. Unless stated otherwise, any performance data quoted represents past performance. Past performance shall
not be considered as a reliable indication of future performance. At different periods, TF Group may release publications which are inconsistent with the opinions, speculations and predictions
contained herein. No representation or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in the analysis which has resulted in any returns
detailed herein. Changes to the assumptions may have a material impact on any returns detailed.

TF Group’s salespeople, traders, and other professionals may provide oral or written market commentary and/or trading ideas that may be inconsistent with, and reach different conclusions
from, the recommendations and opinions presented in this publication. Such ideas or recommendations reflect the different assumptions, views and analytical methods of the persons who
prepared them, and TF Group is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this publication. TF Group’s asset
management area, proprietary trading desks and other investing businesses may make investment decisions that are inconsistent with the recommendations or opinions expressed in this
publication.

Special Disclosures

TF Group has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its research business. TF Group’s analysts and other employees who
are involved in the preparation and dissemination of research publications operate and have a management reporting line independent of TF Group’s Investment Banking business. Information
barrier procedures are in place between the Investment Banking, proprietary trading, and research businesses to ensure that any confidential and/or price sensitive information is handled in an
appropriate manner.

The analysts and/or Research Support named in the publications, as well as TF Group’s salespeople, traders, and other professionals, may have, from time to time, discussed with our clients,
including TF Group’s salespeople, traders, and other professionals, or may discuss in the publications, trading strategies that reference catalysts or events that may have a near-term impact on
the market price of the equity securities discussed in the publications, which impact may be directionally counter to the analysts’ published price target expectations for such stocks. Any such
trading strategies are distinct from and do not affect the analysts’ fundamental equity rating for such stocks as described herein.

To the extent permitted by applicable laws, TF Group may have positions in, and may effect transactions in securities of companies mentioned herein and may also perform or seek to perform
investment banking, financial consulting, financial products and various financial services for those companies. Therefore, TF Group’s clients should be aware that TF Group and/or its associated
person(s) may have a conflict of interest that could affect the objectivity of this publication and the opinions expressed herein. TF Group’s clients are advised not to rely on the opinions contained
in this publication when making any decision, including without limitation any investment decision.

Hong Kong: This publication is distributed in Hong Kong by TFI Asset Management Limited, which is regulated by the Securities and Futures Commission of Hong Kong (“SFC”) and is licensed
for the conduct of Regulated Activity Type 4 (Advising on Securities), Type 5 (Advising on Futures Contracts), and Type 9 (Asset Management) of Part V of the Securities and Futures Ordinance
(Cap. 571) (“SFO”). Queries concerning this publication from readers in Hong Kong should be directed to our Hong Kong sales representatives.

Singapore: This publication is distributed in Singapore by TFI Asset Management Limited. It is only intended for, and may be distributed only to, institutional investors in Singapore (as defined
in the Securities and Futures Act, Chapter 289 of Singapore). Recipients of this publication should not further distribute this publication to any person that is not an institutional investor.

United States of America: This publication is distributed in the United States by TFI Asset Management Limited pursuant to Rule 15a-6 under the United States Securities Exchange Act of
1934. Distribution is restricted to "Major U.S. Institutional Investors" only (as defined in Rule 15a-6. TFI Asset Management Limited is not a U.S. registered broker-dealer.

The analyst(s) listed on the first page of this publication is (are) not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (FINRA) and are not subject to
U.S. FINRA Rule 2711 restrictions on communications with companies that are the subject of this research report; public appearances; and trading securities by a research analyst.

Other Jurisdictions: The distribution of research publications in other jurisdictions may be restricted by law and such reports will be made available in other jurisdictions pursuant to the
applicable laws and regulations in those particular jurisdictions. The research publications are not directed to, or intended for distribution to or use by, any person or entity that is a citizen or
resident of or located in any locality, state, country or other jurisdictions where such distribution, publication, availability or use would be contrary to law or regulation.

Ratings Definitions

| tment Ratings

Category Description Ratings System

Stock investment ratings within 6 months from the report issuance date, Buy Expected relative return over stock price above 20%
increase or decrease relative to the Index of the  Accumulate Expected relative return over stock price between 10% and 20%
jurisdiction of the Stock in the same period Neutral Expected relative return over stock price between -10% and 10%

Sell Expected relative return over stock price below -10%

Industry investment ratings within 6 months from the report issuance date, Outperform Expected increase of industry index over 5%
increase or decrease relative to the Index of the ~ Neutral Expected increase of industry index between -5% and 5%
jurisdiction of the Industry in the same period Underperform Expected increase of industry index below -5%

Jurisdicti Index Used for Ratings Definitions

China Mainland CSI1300 Index

China-Hong Kong Hang Seng Index

China-Marco Hang Seng Index

USA Standard & Poor’s 500 Index

* If not specifically stated otherwise the “yuan” mentioned in our report refers to RMB.

Copyright of the publications belong to TF Group. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited without TF Group’s written permission.

Contact

TFI Asset Management Limited

11F, Nexxus Building, 41 Connaught Road Central, Hong Kong
Email: research_tfi@tfisec.com

Tel: 852 3899 7399
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