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Yunnan Baiyao Investment Analysis Report Based on the FPP
Framework

Yan Xiheng

(Shandong University of Finance and Economics, Jinan City. Shandong Province, 250000)

Abstract: Based on the FPP (Fundamental-Psychology-Price) framework, this paper systematically
evaluates the investment merits of Yunnan Baiyao. Macroeconomic conditions point to a mild recovery
and sustained liquidity, expanding the market for traditional Chinese medicine (TCM). Policy documents
such as the 14th Five-Year Plan for TCM guarantee long-term state support, while accelerating
population aging further boosts demand. Industrially, TCM is transitioning from growth to maturity; the
sector exhibits “low concentration yet high stability,” with state-owned capital spearheading
consolidation and leading firms leveraging brand, channel and resource moats to strengthen pricing
power. At the company level, Yunnan Baiyao’s 123-year brand, closed-loop supply chain and
continuous innovation drive four synergistic business segments; 2024 net profit rose 16 %, cash flow is
robust and the dividend yield tops the industry. Valuation stands at the 14th percentile of its three-year
range, offering a margin of safety. Near-term catalysts stem from innovative-drug pipelines, while a
digital TCM ecosystem and internationalization underpin long-term earnings resilience. We recommend

accumulating on weakness and holding for the long run.

Keywords: Yunnan Baiyao; traditional Chinese medicine industry; FPP investment framework;
valuation repair; aging-dividend
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