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China Botanic Pharmaceutical (CBP – AMEX) 
Improving Industry, Strong Growth, and Low Valuation Make 
China Botanic Worth More than Just a Look.  Solid Balance 
Sheet and Continued Growth Suggest Much Higher Value. 

Strong 
Buy

  
Recent Price: US$1.86  Summary and Investment Opportunity 

• Pharmaceutical Industry Boasts Long-Term Growth of  20%+ in China 
The People’s Republic of China is the world’s most populous nation and the largest 
developing global economy, having a historical and forecast annual growth rate of 9%.  This 
extreme pace of economic development is driving very robust growth in Chinese per-capita 
pharmaceutical spending, which is currently less than US$100 per year vs. over US$800 per 
year in the United States.  We expect per-capita spending on this sector to approach U.S. 
levels over the long-term, creating a very attractive growth industry in China for the 
foreseeable future. 
• Recent PRC Legislation Focused on Providing Additional Public Healthcare 
The PRC government has recently passed legislation that promises to bring universal 
healthcare to China by the year 2020, with a particular focus on providing better healthcare 
to low-income populations.  Although this has caused a short-term uncertainty for 
distributors in terms of product-mix, we believe the long-term effects of this stimulus will be 
very positive for the Company.  
• China Botanic Has a Broad Product Portfolio and is Experiencing High Demand 
The Company's plant-based medicinal products treat a wide variety of disorders and 
illnesses, most importantly depression.  China Botanic uses various Siberian Ginseng 
formulations to treat a range of depression and nervous disorders.  The Company also makes 
other plant-based treatments for several other large markets in China, and has a strong new 
product pipeline and good intellectual property protection. 
• CBP Shares Trade at Just 3.5x our 2011 Earnings Per Share Estimate of $0.57 
During the Company's most recent investor conference call, management indicated that the 
Company should earn approximately $23M in FY'11, which given the Company's track 
record seems very reasonable.  However, given that we expect strong additional sales and 
marketing expenses and some increase in G&A expenses, we have modeled FY2011 
earnings at $19.6M, a very conservative estimate.  We believe that the Company's growth 
rate and strong track record warrant a multiple of at least 8.5x FY2011 earnings per 
share, leading us to our 6-month price target of $4.25 per share.  We therefore rate the 
shares of CBP a Strong Buy, and believe significant upside to our price target exists over 
the medium to long term. 

Market Data (closing prices, May 14, 2010) 
Market Capitalization  (mln) 70.27 

 

Enterprise Value (mln) 45.83 
Fully Diluted Shares (mln) 37.8 
Avg. Volume (90 day, approx.) 29,790 
Institutional Ownership (approx.) 0.5% 
Insider Ownership (approx.) 80% 
Exchange AMEX 
  

Balance Sheet Data (as of October 31, 2010) 
Shareholders’ Equity (mln) 69,759 
Price/Book Value 1.61 
Cash (000s) 27,826 
Net Working Capital (000s) 47,130 
Long-Term Debt (000s) 0 
Total Debt to Equity Capital 0 

 
Company Overview 
China Botanic Pharmaceutical produces over 
200 finished products based on its plant-based 
formulations.  Manufactured in its three 
production facilities, the Company's botanical, 
biopharmaceutical, and traditional Chinese 
Medicine products treat a wide variety of 
common ailments, including depression, pain 
and tissue inflammation, viral and bacterial 
infections, burns, and various circulatory 
disorders.  The Company is based in Harbin, 
China, and trades on the NYSE/AMEX under 
the symbol CBP (AMEX). 

Investor Contact Information 
Mark Collinson 
Partner 
CCG Investor Relations 
email: mark.collinson@ccgir.com 
Tel: 310.231.8600, ex. 117 
www.ccgir.com 

 

P&L (000s) FY’08A FY’09A FY'10A 
Q1 

’11E 
Q2 

’11E 
Q3 

‘11E 
Q4 

‘11E FY’11E 
Revenues 34,474 43,412 55,184 22,043 15,558 11,919 21,480 71,000 
Gr. Rate  25.9% 27.1% 28.7% 28.7% 28.7% 28.7% 28.7% 
COGS 15,981 20,311 25,766 10,360 7,312 5,602 10,096 33,370 
Gr. Profit 18,494 23,100 29,418 11,683 8,246 6,317 11,384 37,630 
Op. Exp's 8,321 8,296 11,624 3,650 4,075 4,475 5,000 14,725 
Op Inc 10,173 14,804 17,794 8,433 4,746 2,492 7,234 22,905 
Net Inc. 10,291 14,847 17,869 7,193 4,064 2,152 6,187 19,597 
EPS 0.29 0.41 0.47 0.19 0.10 0.05 0.16 0.50 
Dil Shrs. 35,097 36,089 37,778 38,278 38,778 39,278 39,778 39,028 
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Industry Background 
 
Economic Overview 
The People’s Republic of China is the most populous nation in the world, with over 1.3 billion citizens.  The 
PRC also has one of the world’s fastest growing economies, with a long-term compound annual growth rate of 
approximately 9%.1  This high growth rate means that the PRC’s economy is doubling every 8 years, creating 
very rapid growth in per capita income for the average Chinese citizen.  Since the PRC is still a developing 
economy, only in recent years has the average Chinese consumer begun to purchase non-sustenance goods and 
services, such as: travel, consumer electronics, autos, and in many cases, pharmaceuticals and adequate medical 
care.  This shift in consumer purchasing habits is driving even higher growth in these industries, creating 
exceptional opportunities for those companies that can establish themselves as regional or national leaders and 
lock-in significant market share. 
 
Pharmaceutical Industry Overview 
The PRC’s pharmaceutical industry is growing at over double the rate of the overall economy; growth rates 
during the last few years have been in the 20% range, and we believe the pharmaceutical industry will continue 
growing at that rate for at least the next decade.  This high growth is primarily due to rising disposable incomes 
in the PRC, although recent legislation that provides healthcare to the lower-income brackets is also contributing 
to this growth. 
 
On a per-capita basis, the developed nations of the world spend several hundred dollars each year on 
pharmaceutical products, whereas the PRC annually spends well under one hundred dollars per-capita at this 
time.  As growth in the PRC economy brings per-capita income levels closer to developed-world standards, per-
capita spending on pharmaceuticals should also approach developed-world levels.  This means the PRC should 
experience extremely high growth rates in per-capita pharmaceutical spending for many years to come, strongly 
benefitting all leading pharmaceutical manufacturers, distributors, and retailers. 
 
 

 

 
Per-capita Pharmaceutical Spending by Nation – Current and Forecasted Growth

 
Industry Structure 
The pharmaceutical industry has three primary components: manufacturing, wholesale and retail distribution, 
and retail sales. 
  

                                                 
1 According to DLA Piper, from “Doing Business in China” Fourth Edition, March 2008 
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Manufacturing 
Pharmaceutical manufacturing in the PRC is focused on a different product mix than it is in most developed 
nations, due to the differing consumption habits of Chinese consumers.  Most pharmaceuticals manufactured in 
the PRC fall into one of three categories: Western medicines that have expired patents, traditional Chinese 
medicines which may or may not have patent protection in China, and herbal and other remedies that are very 
popular in the PRC.  Each of these product categories requires specialized expertise, although overall the 
manufacturing processes employed in the PRC are similar to those employed in more developed economies.  
The pharmaceutical manufacturing industry in China is more fragmented than it is in more developed 
economies, suggesting some industry consolidation is likely to take place in the future. 
 
Pharmaceutical manufacturers in the PRC market directly to hospitals and other healthcare institutions, as well 
as to distributors and retail sales companies and sales centers.  The process of selling to institutional buyers 
(such as hospitals) is a highly-regulated process. Most public hospitals and healthcare institutions are required to 
purchase pharmaceuticals from distributors through a government-regulated tendering process, which includes 
the use of government-mandated price controls.  In this process, manufacturers of drugs are allowed to bid based 
on price, clinical effectiveness, and service reputation.  All final selections are made by government committee.  
Because of this, PRC manufacturers often rely heavily on local distributors to help them successfully navigate 
the bidding and selection process within each local market. 
 
Distribution 
The pharmaceutical distribution industry is highly fragmented in the PRC, and prevalent first-world technology 
such as supply-chain integration and inventory management is not yet common in the PRC, except perhaps in 
the largest big-market distributors.  The distribution industry was only just opened to foreign ownership by the 
PRC, which is rapidly raising the bar in terms of integration, technology, and scale.  We believe that in the 
coming 2-3 years there will be a shakeout in the pharmaceutical distribution industry, as emergent leaders gain 
market share rapidly and the PRC government begins to mandate the shutdown of the smaller industry players.  
Chinese pharmaceutical distributors typically carry a mix of products from multiple manufacturers, and 
distribute to hospitals, retail pharmacies, and other local distributors. 
 
Retail 
Historically, most Chinese citizens purchased their prescription drugs from hospital pharmacies, but due to 
recently promulgated PRC legislation and other demographic factors, this trend is changing: a recently-released 
study (2008) suggested that by 2011 non-hospital pharmacies would have 41% of the retail market share, up 
from just 28.4% in 2006. This trend is likely to continue, favoring growth in independent drugstores and 
pharmacies over the more traditional hospital-based apothecary.  
 
Healthcare Reform in the PRC 
The PRC government has been taking successfully more-impactful steps to bring adequate healthcare to all 
Chinese citizens, including those in both urban and rural areas.  These steps include the build-out of community 
healthcare facilities and the initiation of ever-larger Medicare/Medicaid type payments for those who cannot 
afford health insurance (which is most Chinese citizens).  The PRC’s stated goal is to provide universal 
healthcare to all Chinese citizens by 2020, and the nation has adopted a methodical approach to reaching that 
goal.  This gives us great comfort that the pharmaceutical industry in China will continue growing at strong 
double-digit rates for at least the next ten years, which will almost certainly continue to benefit China Botanic. 
 
Conclusion 
The entire healthcare sector and specifically the pharmaceutical industry is in a high-growth phase in China, and 
this high-growth is likely to persist for at least the next decade, as per-capita income and consumption levels 
approach those of more developed nations.  This long-term growth trend strongly favors all pharmaceutical 
companies – manufacturers, distributors, and retailers – that are able to establish a strong regional brand and 
benefit from industry consolidation.  China Botanic has clearly been able to establish a strong brand and sales 
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presence for its anti-depressant and anxiolytic treatments based on Siberian Ginseng, as well as several of its 
other botanical and biopharmaceutical products.  We believe that it will continue to make inroads with its 
current products, making China Botanic a solid growth company and an attractive investment opportunity. 
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Company Analysis 
Corporate Overview 
China Botanic Pharmaceutical is a high-tech producer of various plant-based medical treatments, which the 
Company classifies as botanicals, plant-based pharmaceuticals, and OTC traditional Chinese Medicines.  Over 
50% of the Company’s sales come from its Siberian Ginseng products, which it sells for antidepressant and 
other neurological indications.  The Company’s products also address such diverse ailments as blood-related 
disorders, migraines, bacterial and viral infections, and various types of inflammation.  The Company purchases 
its raw materials from various suppliers, and manufactures its finished products in its three manufacturing 
facilities.  It then distributes these products in 24 provinces through over 3,000 independent distributors and 
approximately 70 sales centers.  The Company maintains multiple formulation and production-process patents in 
the PRC.  
 
China Botanic is a cash-rich company - as of 10-31-10, the Company had cash and cash equivalents of 
approximately US$27.8M and net working capital of $47.1M; management states that it plans to use this capital 
strength to complete purchase of its manufacturing locations; to strengthen and consolidate its R&D and 
manufacturing capacity; and also to do strategic acquisitions, assuming it can find attractive acquisition 
candidates.  At its current trading price of $1.86 per share, the Company has an enterprise value of just 
US$45.8M, which is well below our estimate of fair value.  The Company trades on the NYSE/AMEX under the 
symbol CBP. 
  
Products 
Siberian Ginseng 
The Acanthopanax plant, which is known in the West as Siberian Ginseng, has been used for centuries in China 
as a medicinal herb with a wide variety of curative properties and health benefits.  These benefits include: 
 

• Treatment of depression 
• Improvement of kidney and spleen function 
• Treatment of anxiety and sleep disorders 
• Fatigue reduction 
• Improvement of memory and overall mental function 
• Anti-aging through absorption of free radicals (oxidants) 
• Improved metabolism and general body function 

 
As a result of these myriad medicinal properties, the demand for Siberian Ginseng in China is pervasive, as a 
result the Company has had great success with its various ginseng-based products. 
 

 
 

Siberian Ginseng 
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In addition to its Siberian Ginseng formulations, the Company also manufactures and sells Tianma pills, 
Yangjiao Tablets, and Schisandra Tablets for the regulation of the nervous system and treatment of nerve-related 
ailments.  As a group, sales of these products accounted for 71.1% of the Company's sales (approximately 
US$39M) in FY 2010. 
 
Biopharmceutical Products 
The Company manufactures and sells several biopharmaceutical products, such as: 
 

• Shark "Vital" Capsules, for blood health and the prevention of cancer 
• Ginseng and Venison extract, for general health and energy and cardiovascular health 
• Badger fat, for the treatment of burns 

 
As a group, the Company's biopharmaceutical products accounted for 4.0% of the Company's sales 
(approximately US$2.2M) in FY 2010. 
 
Botanical Antibiotics and other Traditional Chinese Medicine Products 
The Company manufactures and sells a variety of Traditional Chinese Medicine products that have a wide 
variety of medicinal properties, including the treatment of a broad range of viral and bacterial infections.  This 
class of products accounted for 24.9% of the Company's sales (approximately $13.7M) in FY 2010. 
 
Product Manufacture 
Supply 
Although any significant interruption of supply and/or fall in supply quality would represent a significant risk to 
the Company, we believe that the Company's current supply arrangements adequately alleviate any such risks.  
For its most important ingredient, namely Siberian Ginseng, the Company has entered into an indefinite-term, 
exclusive arrangement with the Dongfanghong Forestry Bureau to purchase up to 500 tons of product, 
representing 70% of overall Siberian Ginseng production in China.  Additionally, the Company has been 
developing its own independent supply of Siberian Ginseng since 2006 as a supplementary source.  For its other 
products, the Company maintains relationships with a minimum of ten (10) independent suppliers for each raw 
material, thus ensuring adequate supply and quality. 
 
Manufacturing and Quality Control 
The Company operates three production facilities that in total have approximately 1.6M square feet interior 
production space; these facilities are capable of producing over 200 products in 18 dosage forms, including pills, 
extracts, tablets, liquids, granules, ointments, and powders.  All of these facilities are in compliance with the 
PRC government's "Good Manufacturing Practice" or GMP standard. 
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The Company has established multiple quality-control measures at all three of its production facilities, which 
include the use of dedicated quality-assurance teams and quality checks and controls at all stages of procurement 
and production. 
 

 
 

China Botanic's Renhuang Production Facility 
 

Sales and Marketing 
The Company sells its products through sales agents located in 19 provinces and four major municipalities in the 
People's Republic of China.  Through its agency relationships, the Company provides its products to distributors 
who in turn sell the Company's products to pharmacies, medical wholesale centers, hospitals, and other medical 
agencies; in total, the Company's sales and distribution relationships make its products available throughout the 
PRC. 
 
Research and Development 
The Company's stated goal is to become the industry leader in single-plant drugs for the treatment of depression 
and nerve-regulation, which drives its focus on Siberian Ginseng and Schisandra research.  During FY 2010, the 
Company spent approximately US$3M on research and development, which was spent primarily on improving 
production of and extracting new medicines from Siberian Ginseng.  The Company maintains its own 
proprietary research team and also works closely with "Cooperation R&D Centers" and post-doctoral 
researchers in academia.  Notably, the Company's research centers have received governmental recognition, 
including the "Key Lab of TCM Extractions" award from the Science and Technology Bureau of Heilongjiang 
Province and the "Innovative Medicine Lab" award from the Industry Information Committee of Harbin. 
 
Notably, the Company holds four PRC patents pertaining to the design of its product packaging for various 
products, and also holds two scientific patents (valid through 2024) regarding an Hepatitis B injection 
preparation method and a Sophora alkaloid extraction method. 
 
Key Management 
Shaoming Li, Chairman, President and CEO 
Mr. Li has more than 20 years experience in the pharmaceutical and finance industry, and has served as the 
Chairman of the board of directors, Chief Executive Officer and President since founding Harbin Renhuang 
Pharmaceutical Co. Ltd. in 1996.  From 1984 to 1996, Mr. Li served as Vice Chairman of Shenzhen Health 
Pharmaceutical Co. Ltd, a company dedicated to drug research, production, and sales.  Mr. Li is a professor at 
Harbin Business University and Northeastern Agriculture University.  Mr. Li also served as Vice Chairman of 
Heilongjiang Provincial Chinese Traditional Medicine Association and Heilongjiang Provincial Medicine 
Association.  Mr. Li graduated from Central University of Finance and Economics in Beijing, China with a 
degree in finance. 
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Weiqiu Dong, Chief Financial Officer 
Weiqiu Dong was appointed to the position of Chief Financial Officer effective December 14, 2010.   Prior to 
joining the Company, Mr. Dong had been the investment manager with Hatitac Inc. for 10 years, and senior 
audit manager with TianHua Accounting firm for 3 years. Mr. Dong holds a Bachelor of Engineering from 
North-Western Polytechnic University in China and is a Certified Financial Planner in Canada. 
 
Competition 
According to the Company's publicly-available SEC filings, it was the leading producer of Siberian Ginseng in 
2010, with approximately 51% market share.  The Company believes that due to its guaranteed supply of low-
cost Siberian Ginseng and its relatively advanced production and R&D in this area, it is likely to maintain and 
even extend its market lead in this product area.  We tend to agree with this assertion.  The Company has two 
primary competitors in the Siberian Ginseng market: Heilongjiang Gerun Pharmaceutical Co., Ltd. and Harbin 
Shengyuan Biological Engineering Co., Ltd. 
 
In its other product areas, the Company faces a variety of competitors and faces competitive pressure in terms of 
product pricing, quality, and distribution.  We expect these product areas to remain competitive, but believe that 
the Company's financial strength and demonstrated competency will likely allow it to continue to compete 
effectively in all of its non Siberian Ginseng lines of business. 
 
Other Risks 
The Company does face several other risks, specifically risks relating to the regulatory environment in the PRC, 
healthcare reform and its effects on demand of the Company's products in the PRC, and risks pertaining to 
acquisition selection, negotiation, and integration, should the Company indeed make any corporate acquisitions. 
 
We believe that regulatory risks are minimal at this time, since the Company's products are well-established and 
considered mainstream from a formulation/ingredient perspective.  Broad healthcare reform poses a risk that is 
more difficult to estimate, as governmental bodies are prone to be somewhat unpredictable in their decisions.  
However, we do believe that overall healthcare reform in the PRC is more likely to benefit China Botanic than it 
is to harm it, and as such net-net we believe the risk to the Company from healthcare reform is negligible. 
 
Risks pertaining to corporate acquisitions are myriad and quite real, but impossible to estimate or analyze at this 
time.  Until shown otherwise, we must assume that the management team that has led China Botanic to its 
current level of success will be competent in making acquisitions in a rational manner, which may include the 
addition of specialized personnel with expertise in valuing, negotiating, purchasing, and integrating other 
companies. 
 
Corporate Structure 
China Botanic employs an ownership structure quite common in U.S. publicly traded Chinese companies, based 
on a U.S. based company that is the sole shareholder of a BVI company, which in turn owns the PRC company. 
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Notably, China Botanic is in the midst of maturing as a public corporation; it has recently added three 
independent Directors and has begun formalizing all governance to ensure objectivity and prevent unacceptable 
self-dealing.  These are normal issues for U.S. traded Chinese companies to be faced with. 
 
Additionally, the Company is aggressively working towards full compliance with Sarbanes-Oxley, and to that 
end has engaged PricewaterhouseCoopers to assist it with a review of its internal controls and all other SarbOx-
related compliance issues. 
 
Valuation and Investment Opinion 
In our opinion, China Botanic is a highly undervalued enterprise.  The Company has an extremely strong 
balance sheet, sustainably high gross and operating margins, addresses a large and growing market, and faces no 
major risks to its business.  Despite this, the Company is currently trading at just under 1.5 times enterprise 
value and at an extremely low P/E multiple.  Furthermore, the Company should be able to deploy a solid portion 
of its cash towards accretive acquisitions, resulting in even stronger sales and earnings and, at current price 
levels, an even lower P/E multiple.  Therefore we rate the shares of CBP a Strong Buy and set our near-term 
price target at $4.25 per share. 
 
Conclusion 
China Botanic is the market leader in the production and sale of Siberian Ginseng, and important treatment for 
anxiety, depression, and other nerve-related ailments in the PRC.  The Company is continuing to expand its 
sales presence and product portfolio while maintaining a high and growing level of profitability.  We believe 
that the Company is likely to continue to perform well for the foreseeable future, and due to this believe that the 
Company's current market valuation is unreasonably low.  We are setting our near-term price target at $4.25 
per share, and do see significant upside to this number as China Botanic's business continues to mature.  We 
rate the shares of CBT a Strong Buy, and believe they constitute an attractive investment opportunity for any 
risk-tolerant investors. 
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Our Rating System 
We rate enrolled companies based on the appreciation potential we believe their shares represent.  The performance of 
those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly dependent on some future event, 
such as FDA drug approval or the development of a new key technology. 
 

Explanation of Ratings Issued by Harbinger Research 
   
STRONG BUY We believe the enrolled company will appreciate more than 50% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
BUY We believe the enrolled company will appreciate more than 30% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
STRONG 
SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 50% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 30% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 
market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by more 
than 10% during the following 12 to 24 months. 

Analyst Certification 

I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 
will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid in the amount of US$7,500 
for the preparation and distribution of this research report by a third party.  All information contained in this report was provided by 
China Botanic Pharmaceutical, Inc. (“Company”) or was derived from the Company's publicly available SEC filings.  To ensure 
complete independence and editorial control over its research, Harbinger has developed various compliance procedures and business 
practices including but not limited to the following: (1) Fees from covered companies are due and payable prior to the commencement of 
research; (2) Harbinger, as a contractual right, retains complete editorial control over the research; (3) Analysts are compensated on a per-
company basis and not on the basis of his/her recommendations; (4) Analysts are not permitted to accept fees or other consideration from 
the companies they cover for Harbinger except for the payments they receive from Harbinger; (5) Harbinger will not conduct investment 
banking or other financial advisory, consulting or merchant banking services for the covered companies.  
 
Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is 
relying solely upon information provided by the company for the accuracy and completeness of all such information.  The information 
provided in the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its 
business.  Neither the Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the 
information contained herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor 
does it constitute investment advice.  This report does not take into account the investment objectives, financial situation or particular 
needs of any particular person.  This report does not provide all information material to an investor’s decision about whether or not to 
make any investment.  Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks 
mentioned.  Information about past performance of an investment is not necessarily a guide to, indicator of, or assurance of, future 
performance.  Harbinger cannot and does not assess, verify or guarantee the adequacy, accuracy, or completeness of any information, the 
suitability or profitability of any particular investment, or the potential value of any investment or informational source.  Harbinger and 
its clients, affiliates and employees, may, from time to time, have long or short positions in, buy or sell, and provide investment advice 
with respect to, the securities and derivatives (including options) thereof, of companies mentioned in this report and may increase or 
decrease those positions or change such investment advice at any time.  Harbinger is not registered as a securities broker-dealer or an 
investment adviser either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. 
 
ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR 
REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER 
EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR 
TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 
PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE 
(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES 
THAT MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST 
EXTENT PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE 
ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY 
WITH RESPECT TO THIS PRESENTATION OF INFORMATION. 
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Harbinger Research is an  independent equity research firm with a focus on providing coverage to small-cap companies.  
Our mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved liquidity, and 
easier access to capital markets.  We do this by providing insightful, in-depth research reports and by making sure those 
reports are widely distributed and made available to both institutional and individual investors.  We strive to deliver 
superior research coverage and the result is compelling – consistent coverage from industry-expert analysts that is well 
written and consists of insightful analysis, cogent arguments, and in-depth financial models.  To learn more about 
Harbinger Research and view our research reports, we invite you to visit our website located at 
www.harbingerresearch.com. 
 

Analyst Highlight 
 

Brian R. Connell, CFA                    Senior Research Analyst 
Mr. Connell has over 15 years’ experience in the securities industry, as an equity analyst and portfolio manager, and as the 
founder and CEO of StreetFusion (acquired by CCBN/StreetEvents), a software company serving the institutional 
investment community. On the sell-side, Mr. Connell served as the technology analyst for Neovest, an Atlanta-based 
boutique, and as a Senior Analyst - Internet for Preferred Capital Markets, an investment bank based in San Francisco. Mr. 
Connell has also held the position of Executive Director of Marquis Capital Management, a technology-focused investment 
management organization.  
 
Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a CFA Charterholder. 



China Botanic Pharmaceutical, Inc. (CBP ‐ AMEX) Profit and Loss Model
(In thousands, United States Dollars) FY 2008A FY 2009A Jan '10A Apr '10A Jul '10A Oct '10A FY 2010A Mar '11E Jun '11E Sep '11E Dec '11E FY 2011E

Total revenues 34,474 43,412 17,133 12,093 9,264 16,695 55,184 22,043 15,558 11,919 21,480 71,000
      Year‐over‐year growth rate 25.9% 24.4% 38.9% 43.8% 15.2% 27.1% 28.7% 28.7% 28.7% 28.7% 28.7%

Total cost of sales 15,981 20,311 7,653 5,878 4,621 7,615 25,766 10,360 7,312 5,602 10,096 33,370
Gross profit 18,494 23,100 9,480 6,215 4,643 9,080 29,418 11,683 8,246 6,317 11,384 37,630
Gross margin 53.6% 53.2% 55.3% 51.4% 50.1% 54.4% 53.3% 53.0% 53.0% 53.0% 53.0% 53.0%
Operating expenses
  Sales and distribution expenses 3,318 3,650 1,139 1,265 1,285 1,277 4,966 1,350 1,475 1,625 1,850 6,300

9.6% 8.4% 6.6% 10.5% 13.9% 7.6% 9.0% 6.1% 9.5% 13.6% 8.6% 8.9%
  General and administrative expenses 2,878 2,117 817 975 395 1,428 3,615 1,000 1,050 1,100 1,100 4,250

8.3% 4.9% 4.8% 8.1% 4.3% 8.6% 6.6% 4.5% 6.7% 9.2% 5.1% 6.0%
  Research and development 2,125 2,529 152 571 1,529 791 3,043 900 975 1,100 1,200 4,175

6.2% 5.8% 0.9% 4.7% 16.5% 4.7% 5.5% 4.1% 6.3% 9.2% 5.6% 5.9%
Total operating expenses 8,321 8,296 2,108 2,811 3,209 3,496 11,624 3,250 3,500 3,825 4,150 14,725
     % of Sales 24.1% 19.1% 12.3% 23.2% 34.6% 20.9% 21.1% 14.7% 22.5% 32.1% 19.3% 20.7%
Operating income 10,173 14,804 7,372 3,404 1,434 5,585 17,794 8,433 4,746 2,492 7,234 22,905
Operating margin 29.5% 34.1% 43.0% 28.1% 15.5% 33.5% 32.2% 38.3% 30.5% 20.9% 33.7% 32.3%
Other income (expense), net
  Interest income (expense), net 118 43 11 16 22 25 75 30 35 40 45 150
Total other income (expense) 118 43 11 16 22 25 75 30 35 40 45 150
Income before income taxes 10,291 14,847 7,383 3,420 1,456 5,610 17,869 8,463 4,781 2,532 7,279 23,055
Provision for income taxes 0 1,269 717 380 1,092 3,458
  Implied Tax Rate 0% 0% 0% 0% 0% 0% 0% 15% 15% 15% 15% 15%

Net income 10,291 14,847 7,383 3,420 1,456 5,610 17,869 7,193 4,064 2,152 6,187 19,597
Net margin 29.9% 34.2% 43.1% 28.3% 15.7% 33.6% 32.4% 32.6% 26.1% 18.1% 28.8% 27.6%
  Foreign currency translation adjustment 2,392 66 3 (162) 462 1,099 1,401
Comprehensive income 12,683 14,913 7,386 3,257 1,918 6,709 19,270 7,193 4,064 2,152 6,187 19,597
Net income per common share, basic 0.29 0.41 0.20 0.09 0.04 0.15 0.48 0.19 0.11 0.06 0.16 0.51
Net income per common share,diluted 0.29 0.41 0.20 0.09 0.04 0.15 0.47 0.19 0.10 0.05 0.16 0.50
Wtd. Av. shares outstanding, basic 35,097 36,089 37,240 37,240 37,240 37,240 37,240 37,740 38,240 38,740 39,240 38,490
Wtd. Av. shares outstanding, diluted 35,097 36,089 37,239 37,917 37,901 37,778 37,709 38,278 38,778 39,278 39,778 39,028



China Botanic (CBP ‐ AMEX) Balance Sheet
(In thousands, United States Dollars) FY 2010A

Assets
  Current assets
    Cash and cash equivalents 27,826
    Trade receivables, net 19,814
    Due from related parties 29
    Inventories, net 2,646
    Prepayments
    Other receivables, net 201
  Total current assets 50,516

Property, plant, and equipment, net 2,069
Intangible assets, net 1,954
Deposits for properties 18,606

Total assets 73,145

Liabilities and shareholders' equity
  Current liabilities
    Accounts payable 334
    Value‐added tax payable 1,064
    Accrued employee beneifts 1,645
    Warrant‐related liabilities 343

Total liabilities 3,386

Shareholders equity
  Preferred stock, 1M auth, 0 issued
  Common stock, 37,239,536 issued and outst. 37
  Additional paid‐in capital 7,628
  Common stock warrants 497
  Reserves 3,373
  Accumulated other comprehensive income 4,769
  Retained earnings 53,456
    Total shareholders' equity 69,759
Total liabilities and equity 73,145


