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Key Highlights of this Report

= New production lines in Malaysia, partly launched in

January 2017 with the rest to come online by

mid-2018E, should fuel float glass volume growth.

= Well-controlled supply and decent demand driven by
property development can support float glass ASP.

= Soda ash price retreat eases margin concern.

= Higher-than-peer ROE and dividend yield increase its

attractiveness.
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Leading all-round glass maker with margin story in 2017

As one of the largest diversified glass manufacturers in the world, we
believe Xinyi Glass’s (XYG) capacity expansion and endeavour to
seize market shares in specialised glass segments will continue to
fuel sales volume growth. With a float glass production capacity of
17ktpd at end-1Q17, we expect it to further expand to 19ktpd by
mid-2018. The strong float glass ASP since 3Q16 is likely to persist
throughout 2017 thanks to solid demand from the property market
and limited new supply. These factors, together with the raw material
price pull-backs since the beginning of 2Q17, will help to widen
XYG’s gross margin. We initiate coverage with a BUY rating and TP
of HK$8.88, implying 9.8x 2017E P/E, which we consider
undemanding given the stock’s 5.6% dividend yield and 25% ROE.

Key Factors for Rating

m  Capacity expansion drives growth. In China, XYG ranks No.1 with 11%
market share for float glass and No.2 with 20% market share for low-E glass.
It ranks No.1 worldwide with 25% market share for auto replacement glass
(ARG). A new production line in Malaysia commenced operation in January
2017 and has now fully ramped up. Two more lines will be put into operation by
mid-2018. XYG's float glass production capacity should rise to 19ktpd in 2018E
from 17ktpd now, which underpins our forecast of a 6.6% float glass sales
volume CAGR for 2016-18. We expect a 4% sales volume CAGR for ARG and
low-E glass, respectively.

m  Improving margin amid strong ASP and easing cost pressure. Given
steady glass demand thanks to a booming property market, we expect float
glass ASP to remain at the current high level, even after a small portion of
suspended lines resumed operation after the ASP hike in 2H16. YTD national
average float glass ASP of RMB1,450/tonne is 13% higher than the average of
2016 and 1% higher than that of 4Q16, which backs our forecast for 10% YoY
ASP increase in 2017. We expect production cost to rise mildly due to the surge
in soda ash price and seasonal gas price hike in 1Q17. However, both have
normalised since the beginning of 2Q17, which largely relieves our concern. We
estimate XYG’s gross margin will improve 0.8ppt YoY to 37.7% in 2017.

Key Risks to Rating
m  Lower-than-expected ASP.
m  Higher-than-expected production cost.

m  We initiate coverage on XYG with a BUY rating and a SOTP-based TP of
HK$8.88, derived from (i) 10x target P/E multiple for its non-solar business,
and (ii) market valuation for its solar business. Our TP translates into a blended
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9.8x 2017E P/E, on par with the company’s historical average level and marking
discounts of 13%/43%/45% to the average trading P/E of its H-share/
A-share/ global peers. We believe XYG's decent ROE of 25% and dividend yield
of 5.6% in 2017E form a cushion against share price downside.

Investment Summary

Year ended 31 Dec 2015 2016 2017E 2018E 2019E
Revenue (HK$ m) 11,460 12,848 14,105 14,905 15,611

Change (%) 6 12 10 6 5
Net profit (HK$ m) 2,113 3,213 3,614 3,910 4,055
Fully diluted EPS (HK$) 0.430 0.765 0.899 0.973 1.009

Change (%) 51.7 77.8 17.6 8.2 37
Consensus EPS (HKS$) - - 0.930 1.014 1.038
Core EPS (HK$) 0.430 0.765 0.899 0.973 1.009

Change (%) 51.7 77.8 17.6 8.2 37
Fully diluted P/E (x) 17.8 10.0 85 79 76
Core P/E (x) 17.8 10.0 8.5 7.9 76
CFPS (HKS$) 0.67 0.92 0.95 1.00 1.05
PICF (x) 14 8.3 8.1 7.7 7.3
EV/EBITDA (x) 13.9 8.6 75 6.7 6.2
DPS (HK$) 0.265 0.400 0.431 0.460 0.477
Yield (%) 3.5 52 5.6 6.0 6.2

Source: Company data, BOCI Research estimates

Important disclosures and certifications are located at the back of this research report.
BOCI research is available electronically on www.bociresearch.com.
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Around 11% market share in domestic
float glass industry with 17ktpd
production capacity

COMPANY BACKGROUND

A Leading Glass Manufacturer...

Entering the glass industry in 1988 by producing auto glass, XYG diversified into
construction glass in 1998 and ventured into float glass in 2006. Over the past 10
years, XYG has grown to become the largest float glass manufacturer in China with
approximately 11% market share and 17ktpd production capacity. The company is
also the leading player in many market segments in the glass industry.

Starting first in Dongguan, Guangdong Province, XYG's production lines now span
eight areas, with seven of these strategically-located in key economic development
zones in China that are near to rivers or the sea, enabling the company to use
lower-cost freight transportation to ship in raw materials and ship out glass. To tap
the growing demand in SE Asia and to take advantage of cheaper fuel cost, XYG
commenced operation of its first float glass production line in Malaysia early this year,
and has started to construct two other lines there. Meanwhile, it is looking for
opportunities in other countries in SE Asia.

Figure 1. XYG as Leading Glass Manufacturer

Sub-market Ranking

Float glass No.1 in China
ARG No.1 worldwide
Low-E glass No.2 in China
Solar glass* No.1 worldwide

Market share

11%

Global: 25%; North America: 30%
20%

40%

Source: Company data, BOCI Research estimates

*Through its 29.5%-owned subsidiary Xinyi Solar (XYS, 968 HK), which was spun off from XYG in 2013

Figure 2. XYG’s Production Bases Located in Key Economic Development Zones with Freight Transport Access
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Yingkou, Liaoning
High-quality float glass and
construction glass

Tianjin
Automobile glass, construction glass
and high-quality float glass

Dongguan Humen, Guangdong
High-quality float glass, construction
glass and automobile glass

Shenzhen Henggang, Guangdong

Automobile glass, plastic and rubber
components.

Jiangmen, Guangdong
High-quality float glass and
construction glass

No. of Float glass production
production lines capacity (ktpd)
Dongguan, Guangdong 4 2.8
Wuhu, Anhui 6 3.8
Jiangmen, Guangdong 4 3.2
Tianjin 3 2.2
Yingkou, Liaoning 2 2.0
Deyang, Sichuan 2 1.8
Malacca, Malaysia 1 1.2
Total 22 17

Source: Company data, BOCI Research
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Three business lines to fuel growth —
float glass, ARG and construction glass

...with Diversified Products

The wholesale of float glass constituted half of XYG’s revenue in 2016, with almost all
other sizeable glass manufacturers being its customers, such as Asahi Glass (5201
JP), CSG Holding (000012 CH) and Fuyao Glass (3606 HK).

The sales of auto glass accounted for 30% of revenue in 2016. Unlike Fuyao which
specialises in auto OEM glass, XYG focuses more on ARG, which roughly contributes
85% of its auto glass sales according to management, with Pittsburgh Glass Works
(PGW) in North America and Belron International in Europe as its major customers.
XYG's competitiveness in the overseas ARG market comes from its superior quality,
ability in making glass of different specifications (XYG has a database containing
nearly 70,000 kinds of ARG glass), and lower price which is roughly at a 20% discount
to those produced in North America. As a result of the large portion of auto glass
targeting overseas markets, XYG has been the largest glass exporter in China for
more than 10 years, with nearly 30% of its revenue from glass export sales.

The sales of construction glass contributed the remaining 20% of revenue in 2016.
XYG has a comprehensive product portfolio encompassing low-E glass, insulating
glass, laminated glass, tempered glass and curved glass. Its products have been used
in many renowned buildings globally, including Tokyo Tower in Japan and the China
Pavilion at World Expo 2010.

XYG is capable of producing all kinds of high-end specialised glass, and its production
yield is one of the highest in the industry, riding on extensive experience and industry
know-how. Thus, it has strong pricing power and enjoys higher-than-peer ASP.

Figure 3. Global Glass Demand Volume Breakdown Figure 4. XYG’s Revenue Breakdown (2016)
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Source: Company data, BOCI Research

Figure 5. XYG’s Revenue Breakdown by Region (2016) Figure 6. XYG’s Gross Profit Breakdown by Segment (2016)
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Float glass production capacity to
increase 7%/6% YoY in 2017/18F
backed by new production lines in
Malaysia

Figure 7. Float Glass was Key Revenue Growth Driver

EXPANDING CAPACITY DRIVES GROWTH

Float Glass as Main Focus

XYG's sales revenue registered 84% growth over the past five years driven primarily
by sales volume growth following capacity expansion, with that for float glass, auto
glass and construction glass enlarged by 83%, 35% and 194%, respectively. Float
glass accounted for 61% of XYG's revenue growth in 2011-16, and we expect it to
account for 79% of the growth in 2017, with the commissioning of a 1,200tpd
production line in Malaysia in January 2017.

The Malaysia plant is running at full utilisation now. Monthly shipments of float glass
likely will reach 33,000 tonnes in June 2017. Construction works for Phase II of the
Malaysia production base have recently commenced, with two lines totalling 2,000tpd
of production capacity expected to come on stream by mid-2018.

Taking these into consideration, we forecast XYG's time-weighted annual float glass
production capacity at 5.3m/5.6m tonnes in 2017/18, up 7%/6% YoY, respectively.
We forecast a 6.6% float glass sales volume CAGR in 2016-18, factoring in the larger
capacity and assuming a stable 20% internal consumption rate.

Figure 8. Float Glass to Remain Key Revenue Growth Driver
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Figure 9. Annual Float Glass Production Capacity Figure 10. Float Glass Internal Sales Percentage
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Sound product quality, well-controlled
production cost and long-term
relationships with global customers
ensure XYG's competitiveness in the
ARG market

Seizing Market Share in Auto Glass Industry

The company endeavours to grab a larger market share in the global ARG sector,
targeting to climb to 30% from 25% in the coming five years. We estimate XYG’s auto
glass production capacity to be 16.4m/16.7m pieces in 2017/18, up 1.5%/1.5% YoY,
respectively, as well as a 4% sales volume CAGR in 2016-18.

We believe XYG will be able to achieve these as it has the following key competitive
edges:

(i) Production yield. XYG is the global leader of auto glass, and is the dominant
manufacturer for 2mm raw auto glass. Its auto glass products are manufactured
under a superior quality management system and are accredited with US
Department of Transportation certification.

(i) Economies of scale. XYG is the largest exporter of auto windshields in China
and the world’s largest ARG supplier. Its integrated manufacturing enables it to
optimise operation and cost control.

(ii) Long-established relationship with customers. XYG has had more than 10
years of business relationships with its major ARG buyers PGW and Belron.

Although the ARG market is just 1/4 the size of OEM auto glass market, it is more
resilient given that it is more related to the existing number of cars, which has been
growing at a mid-single digit and is expected to maintain such pace in the coming few
years, according to Global Market Insights Inc. It also forecasts a 5% CAGR for the
global ARG market in 2015-24.

Apart from ARG, XYG also generates approximately 15% of its auto glass sales via
OEM, mainly serving the domestic brands such as Geely (175 HK), BYD (1211 HK)
and Yutong (600066 CH); it has a global market share of approximately 1.5%
according to the management. By riding on the fast developments of domestic brands
and aiming to penetrate into the supply chains of other foreign brands, XYG also
targets to raise its global market share in the auto glass OEM market to more than 5%
from around 1.5% now in the coming five years, according to management.

Figure 11. Number of Vehicles in US and China
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Figure 12. Annual Auto Glass Production Capacity

Figure 13. Annual Construction Glass Production Capacity
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Limited glass supply increment provides
room for strong ASP

Figure 14. Domestic Float Glass ASP

STRONG ASP AMID IMPROVED S/D DYNAMICS

Limited New Float Glass Supply

Unlike the cement and coal industries, the glass industry exhibits a lower degree of
SOE involvement, and, thus, overcapacity is dealt with via both government initiatives
and market-oriented methods such as price competition. With ASP bouncing at the
low end in 2014-16 and the government’s efforts in eliminating outdated and
inefficient capacity, China’s overall operating glass production capacity and industry
average capacity utilisation rate had both gone on downtrends, before stabilising in
late 2016 when float glass ASP rebounded thanks to the demand pick-up driven by the
prosperity of the property market.

We expect the national float glass production capacity to remain at around 155ktpd as
the government has not only suspended the approval for new or replacement lines,
but also disallowed production lines with changes in the controlling shareholder to
resume operation. Therefore, the production lines will remain closed for companies
that went bankrupt, such as Jiangsu Farun Glass, which was one of the leading float
glass manufacturers in China with more than 20 production lines and around 4m
tonnes of annual glass production capacity but went bankrupt in October 2015.

If the temporarily-suspended capacity comes back online and industry average
capacity utilisation rate increases as ASP goes up, the oversupply may translate into
ASP pressure in 2018E. We have yet to see such a trend.

Figure 15. Domestic Float Glass ASP by Quarter
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Figure 16. Total Number of Float Glass Production Lines vs.

Number of Operating Lines

Figure 17. Industry Average Capacity Utilisation Rate
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Figure 18. Float Glass Production Capacity in Operation Figure 19. XYG’s Market Share (2011-16)
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Strong property development can help
to strengthen glass demand and ASP in
2H17-2018

Source: Company data, WIND Database

Steady Float Glass Demand from Property Development

Property development accounts for roughly 70-80% of float glass demand in China
according to our study, and glass demand is more related to GFA sold (unlike other
basic materials such as cement, which have a higher correlation with GFA starts) with
typical 8-12 months of delayed impact (please refer to Figure 20).

According to the National Bureau of Statistics (NBS), the YoY change in cumulative
GFA sold of commodity housing turned positive in June 2015 and hit high double digits
in February 2016; the YoY change in cumulative GFA starts returned to positive
territory as well in February 2016. Both readings have remained at high growth rates
up to now. Even though the YoY growth rate of new GFA sold slows this year, the fact
that it is still growing means the related glass demand should continue to increase.
Therefore, in our view, float glass demand, which is currently at its peak since 2012,
will likely continue to show strength in 2H17-2018 after taking the time lag between
GFA sold and glass demand into consideration. Steady demand should form solid
support for ASP and margin during the period.

Figure 20. YoY Changes in Cumulative GFA Sold of Commodity Housing and
Glass Shipments
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Figure 21. Cumulative Monthly GFA Sold of Commodity Figure 22. Cumulative Monthly GFA Sold of Commodity
Housing Housing — YoY Growth
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Figure 23. Cumulative Monthly GFA Starts Figure 24. Cumulative Monthly GFA Starts — YoY Growth
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We expect to see expanding float glass
margins from 2Q17 with drops in raw
material prices

Figure 25. XYG’s Float Glass Production Cost Breakdown

EASING COST PRESSURE SUPPORTS MARGIN

Natural gas and soda ash are the two major cost components in manufacturing float
glass, respectively accounting for around 35% and 34% of XYG's production cost in
2016, according to our estimation. Float glass is the raw material for other processed
glass, including auto glass and construction glass, accounting for approximately 30%
and 50% of their production costs, respectively.

According to our estimation, despite a drop during December 2016 to February 2017
due to both soda ash price hike and seasonal city-gate gas price adjustments, the
national average float glass spread (calculated by ASP — cost of soda ash — cost of
natural gas) at around RMB580/tonne still marks a high level since mid-2013. Given
our stable natural gas price outlook and the normalised soda ash price, we think float
glass spread pressure has been largely relieved.

Figure 26. National Average Float Glass Spread (ASP - Cost
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Figure 27. Brent Oil Price

Source: WIND Database, China Chlor-Alkali Industry Association, BOCI Research estimates
Note: Calculated by using an average consumption of 10.65kg soda ash and 11cu m
natural gas per weight case of float glass

Stable Natural Gas Price

XYG uses natural gas as its major fuel source in making glass, and some LNG at its
production plant in Guangdong Province. It has been able to purchase natural gas
directly from upstream suppliers, and thus, generally at a discount to retail prices.
With international oil prices still lingering at low levels, and given Chinese
government’s determination to lower the utility costs for industrial users, we see
natural gas price hike as unlikely going forward.

Figure 28. Natural Gas City-gate Tariff vs. Imported LNG Price
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Figure 29. National Average Price of Dense Soda Ash
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Soda Ash Price Retreated after Winter Hike

In late 2016, the soda ash price surge driven by supply shortage due to environmental
restrictions was a cause for concern among many investors regarding float glass
production cost. However, soda ash price has now dropped nearly 30% from the peak
in February 2017 to a similar level to the average of 2016. According to our market
research, with inventories at a comparably high level, soda ash price is still facing
some downward pressure in the near term, thus largely alleviating margin pressure
from 2Q17 onwards.

That said, due to soda ash’s nature of being a commaodity, we cannot rule out the
possibility for price hike to resume in the next winter. Based on our calculation, a price
increase of RMB100/tonne for soda ash (c.6.25%) will lead to around RMB20/tonne
increase in float glass production cost (c.2%). For XYG, according to our sensitivity
analysis, 1% change in float glass production cost would have 1.2% impact on net
profit.

Figure 30. National Price of Dense Soda Ash by Quarter
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Figure 31. National Average Float Glass Spread (ASP — Cost of Soda Ash)
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Note: Calculated by using an average of 10.65kg soda ash consumption per wright case of float glass.
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30% of XYG's float glass sales from
high-end products, which is why XYG
enjoys around 20% ASP premium over
Industry average

COMPETITIVENESS AT THE HIGH END

XYG’s float glass competitiveness lies not only in its high yield at over 90% (vs.
industry average of 80%) and high quality with superior-grade products accounting
for 80% of output, but also in its ability to manufacture high-end differentiated
products such as ultra-thin, ultra-clear or tinted glass. The company has production
lines dedicated to these special types of glass (unlike other smaller players that
frequently shift production lines between products), which ensures stable quality and
colours and thus improves customer stickiness.

According to management, while XYG’s domestic float glass market share is around
11%, it is predominant in the high-end segment with up to 40-50% share.

XYG's product quality and large volume endow it with strong pricing power to enjoy a
10% ASP premium over industry average for the same type of products. Its exposure
to high-end products, which account for around 30% of volume, further lifts its
blended ASP. Based on our calculation, XYG's float glass ASP has enjoyed almost 20%
premium over industry average during the past five years.

Moreover, high-end products also have better profit margin than regular float glass,
as the improvement in ASP (at hundreds of RMB) more than offsets the extra cost (at
less than RMB100). This, in our view, is one of the key reasons why XYG enjoys
higher-than-peer returns and margins (please refer to Figure 33 for details).

Figure 32. Quality of Float Glass Produced
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Figure 33. Key Ratios Comparison

Net debt to
Code Company ROE (%) ROA (%) Gross margin (%) Net margin (%) equity (%)
2014 2015 2016 ; 2014 2015 2016 ; 2014 2015 2016 2014 2015 2016 2016
H shares
868 HK Xinyi Glass 111 169 2438 76 111 159 252 273 363 126 184 250 37
968 HK Xinyi Solar 176 266 332 117 130 135 316 360 458 205 254 331 78
3606 HK Fuyao Glass - H 266 206 182 141 125 115: 415 45 420; 172 192 189 0
1108 HK Luoyang Glass 56 (37.1) 29 14 (12.0) 0.9 7.6 37 12 32 (28.1) 3.0 106
3300 HK China Glass 0.1 (20.0) NA 00 (7.2 NA: 15.0 4.0 NA 01 (21.7) 1.0 NA
Average 12.2 14 198 6.8 33 100 242 225 338 107 27 16.2 55
A shares
000012 CH  CSG Holding 10.7 6.7 103 5.8 35 49 241 212 260 125 7.2 9.0 73
600660 CH  Fuyao Glass - A 266 206 182% 141 125 15 415 415 420 172 192 189 0
601636 CH  Kibing Glass 75 33 150 3.1 1.4 6.7 188 176 284 6.3 33 122 56
600586 CH  Shandong Jinjing (5.0 0.7 09 (23) 0.3 04 129 163 248: (5.6) 0.8 1.2 57
002623 CH  Almaden 1.8 2.6 0.8 15 21 05 134 157 1441 44 5.0 1.2 39
002163 CH  AVIC Sanxin 20 (27.3) 1.3 03 (32 0.1 7.2 48 130 04 (5.2 0.2 287
600207 CH  Henan Ancai (29.7) 24 07{ (9.2 0.7 04 105 80 124 (14.2) 1.1 0.5 (5)
600819 CH  Yaohua Pilkington 1.7 (12.0) 7.7 07 (45) 291 205 170 195 19 (13.3) 7.7 43
Average 20 (0.4 6.9 1.7 1.6 34; 186 178 225 29 23 6.4 69
Overseas
1802 TT Taiwan Glass 03 (102) (3.7) 01 (46) (1.8) 6.7 54 139 04 (11.4) (3.8) 44
5201 JP Asahi Glass 14 39 43 0.8 21 24 246 252 272 1.2 3.2 3.7 25
5202 JP Nippon Sheet Glass  (11.4) 1.0 (357)F (1.9 02 (58)i 241 245 249! (29 03 (7.9 333
4044 JP Central Glass 39 7.2 6.5 21 40 36 233 238 210 2.6 5.2 43 23
SGO FP Saint Gobain 5.4 7.0 7.0 21 29 30{ 249 251 255 25 33 34 29
PPG US PPG Industries 46 2717 179 126 8.1 531 428 444 453 137 95 5.9 52
GLW US Corning 11.8 6.9 224 8.4 46 131: 417 401 399 254 147 394 (8)
002000 KS  Hankuk Glass 5.6 7.2 44 45 6.0 374 192 179 184 88 133 7.7 (21)
Average 7.3 6.3 29 3.6 29 29 259 258 270 6.5 4.8 6.6 60
Overall average 7.2 25 9.8 4.0 2.6 54 229 220 278 6.7 3.2 9.7 61
Source: Bloomberg, Company data
2 June 2017 Xinyi Glass Holdings 14
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Figure 34. Revenue by Segment (2015-19E)

FINANCIAL ANALYSIS

We forecast a 7.7% revenue CAGR for 2016-18, with 11.2%/4.0%/3.5% for float
glass, auto glass and construction glass, respectively, driven mainly by sales volume

growth after capacity expansion, in conjunction with contributions from float glass
ASP hike.

We expect gross margin to inch up in the coming three years, thanks to both float
glass ASP hike in 2017E and a slight 0.5% drop in production cost in 2018E after 0.8%
increment in 2017E. The spread between the ASP and cost for float glass should keep
widening during the period.

Along with our forecast for flattish SGRA cost as a share of revenue compared to 2016
(14.2%), we forecast net margin of 26% and a 10.1% net profit CAGR in 2016-18E.

Figure 35. Gross Profit by Segment (2015-19E)
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Source: Company data, BOCI Research estimates

Figure 36. Gross Margin by Segment (2008-19E)

Source: Company data, BOCI Research estimates

Figure 37. Float Glass ASP and Cost (2011-19E)
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With strong operating cash flow, we expect XYG to record FCF of HK$1.2bn/
HK$1.5.bn in 2017/18E with FCF yield at 4.0%/4.9% in the respective years. The drop
in FCF in 2017E is due to higher capex planned at HK$2.5bn in the year (vs.
HK$1.85bn in 2016), including HK$1.5bn-2.0bn for the construction of production
lines in Malaysia and HK$200m to be invested in producing OEM auto glass.

The high FCF yield not only supports our forecast for a downtrending net gearing ratio,
but also underpins XYG's attractive dividend yield at 5.6%/6.0% in 2017/18E,
assuming the same 47% payout ratio. On a longer-term horizon, XYG may consider to
increase its dividend payout if there is no significant capex demand.
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Figure 38. Operating Cash Flow and Net Gearing Ratio

Figure 39. FCF and FCF Yield
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Figure 40. DPS and Dividend Yield
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SOTP-based TP at HK$8.88 represents
undemanding 9.8x 2017E F/E

Stably-increasing ASP can fuel further
share price upside

Figure 41. SOTP Valuation

VALUATION

We initiate coverage on XYG with a BUY rating and a SOTP-based target price of
HK$8.88, derived using (i) 10x target P/E multiple for its non-solar business, and (ii)
market valuation for its solar business.

Implying 16% upside potential from XYG's current share price, our target price
translates into a blended 9.8x 2017E P/E, which we think is undemanding as it is on
par with XYG's historical average 1-year forward P/E since 2007 and at discounts of
13%/43%/45% to the current trading P/E of its H-share/A-share/global peers. We
regard XYG's decent ROE at 25% and 5.6% dividend yield in 2017E as the cushion
against downside.

As shown in Figure 42, we think national average float glass ASP is a driver for change
in its 1-year forward P/E. Their correlation coefficient was at 74% during 2014-9M16,
although ASP hikes since 4Q16 did not result in further P/E multiple expansion. We
think XYG is able to see further P/E multiple upside if float glass ASP holds up well.

2017E 2018E Average Notes
Non-solar business:
Net profit of XYG (HK$ m) 3,614 3,910 3,762 a
Less: share of profit from XYS (HK$ m) (707) (760) (734) b
Net profit of XYG's non-solar business (HK$ m) 2,907 3,150 3029 c=a+b
Target P/E for XYG's non-solar business (x) 10.0x d
Target market cap of XYG's non-solar business (HK$ m) 30,286 e=cxd
Solar business:
Current market cap of XYS (¥) (HK$ m) 17,743 f
XYG's shareholding of XYS (%) 295% g
Attributable market cap of XYS to XYG (HK$ m) 5234 h=fxg
SOTP valuation:
Target market cap of XYG (HK$ m) 35520 TP=e+h
Target price (HK$) 8.88
Source: Bloomberg, BOCI Research estimates
*Price as of 1 June 2017
Figure 42. XYG’s 1-year Forward P/E vs. National Average Float Glass ASP
(x) (RMB/tonne)
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Figure 43. 1-year Forward P/E Range

Figure 44. 1-year Forward P/E Band
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Figure 45. Valuation Comparison
Code Company Price Mktcap Turnover PIE (x) P/B (x) ROE (%) ROA (%)
(localccy) (US$m)  (US$m)i 2017E 2018E i 2017E 2018E | 2017E 2018E | 2017E 2018E
H shares
868 HK Xinyi Glass 7.66 3,930 10.2 8.5 7.9 2.0 1.7 254 23.9 16.9 17.0
968 HK Xinyi Solar 2.39 2,277 53 71 6.2 2.0 1.7 31.1 29.8 124 12.0
3606 HK Fuyao Glass - H 29.50 9,105 6.4 18.1 16.1 33 3.0 18.4 18.5 1.7 12.2
1108 HK Luoyang Glass 4.06 700 14 NA NA NA NA NA NA NA NA
3300 HK China Glass 0.73 170 0.1 NA NA NA NA NA NA NA NA
Average 11.2 10.0 24 2.2 249 241 13.6 13.7
A shares
000012 CH  CSG Holding 8.66 2177 215 16.5 131 NA NA NA NA NA NA
600660 CH  Fuyao Glass - A 2443 9,104 46.5 17.5 15.2 3.1 2.8 18.5 18.6 1.9 12.5
601636 CH  Kibing Glass 4.22 1,665 16.0 1.3 9.6 1.5 1.3 14.3 14.3 NA NA
600586 CH  Shandong Jinjing 413 885 1.9 84 NA NA NA NA NA NA NA
002623 CH  Almaden 23.94 563 9.6 32.8 23.0 NA NA NA NA NA NA
002163 CH  AVIC Sanxin 6.92 817 205 32.8 NA NA NA NA NA NA NA
600207 CH  Henan Ancai 7.81 990 5.9 NA NA NA NA NA NA NA NA
600819 CH  Yaohua Pilkington 6.16 797 7.3 NA NA NA NA NA NA NA NA
Average 17.3 15.2 2.3 21 16.4 16.5 1.9 12.5
Overseas
1802 TT Taiwan Glass 13.85 1,338 9.9 38.5 NA 0.9 NA 3.1 NA 1.1 NA
5201 JP Asahi Glass 914.00 9,673 563.2 15.3 14.6 0.9 0.9 6.3 6.3 4.3 43
5202 JP Nippon Sheet Glass 850 691 182.7 9.9 6.5 0.7 0.6 8.2 10.6 NA NA
4044 JP Central Glass 454 878 56.6 10.7 9.8 05 0.5 5.1 5.2 NA NA
SGO FP Saint Gobain 50.65 31,607 10.5 17.2 15.0 14 1.4 8.3 9.0 3.6 4.0
PPG US PPG Industries 106.36 27,298 215 17.0 15.3 5.0 48 31.8 314 10.1 10.6
GLWUS Corning 29.10 26,779 219 16.9 15.7 1.7 1.6 9.6 9.9 5.0 5.6
002000 KS  Hankuk Glass 28800 259 3.8 NA NA NA NA NA NA NA NA
Average 17.9 12.8 1.6 1.6 10.3 12.1 4.8 6.1
Overall average 15.5 12.7 21 20 17.2 17.5 101 10.8
Source: Bloomberg, BOCI Research estimates
Note: Prices as of 1 June 2017
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(Cont’d) Figure 45. Valuation Comparison

Code Company Price Mktcap Turnover EVIEBITDA (x) Net debt-to-equity (%) Div. yield (%)
(local ccy) (US$m)  (US$m) 2017E 2018E 2017E 2018E 2017E 2018E

H shares
868 HK Xinyi Glass 7.66 3,930 10.2 75 6.7 31 26 5.6 6.0
968 HK Xinyi Solar 2.39 2,277 53 7.2 6.2 94 85 59 6.9
3606 HK Fuyao Glass - H 29.50 9,105 6.4 1.1 9.7 6 7 3.3 37
1108 HK Luoyang Glass 4,06 700 14 NA NA NA NA NA NA
3300 HK China Glass 0.73 170 0.1 NA NA NA NA NA NA
Average 8.7 7.6 43 39 4.9 5.5
A shares
000012 CH  CSG Holding 8.66 2177 215 NA NA NA NA NA NA
600660 CH  Fuyao Glass - A 2443 9,104 46.5 1.1 9.6 4 5 34 3.8
601636 CH  Kibing Glass 422 1,665 16.0 NA NA NA NA NA NA
600586 CH  Shandong Jinjing 413 885 1.9 NA NA NA NA NA NA
002623 CH  Almaden 23.94 563 9.6 NA NA NA NA NA NA
002163 CH  AVIC Sanxin 6.92 817 20.5 NA NA NA NA NA NA
600207 CH  Henan Ancai 7.81 990 59 NA NA NA NA NA NA
600819 CH  Yaohua Pilkington 6.16 797 73 NA NA NA NA NA NA
Average 1.1 9.6 4 5 34 3.8
Overseas
1802 TT Taiwan Glass 13.85 1,338 9.9 NA NA NA NA NA NA
5201 JP Asahi Glass 914.00 9,673 563.2 6.0 5.6 26 22 22 22
5202 JP Nippon Sheet Glass 850 691 182.7 5.7 52 275 223 0.6 1.2
4044 JP Central Glass 454 878 56.6 NA NA NA NA 22 22
SGO FP Saint Gobain 50.65 31,607 10.5 7.7 7.0 26 22 26 27
PPG US PPG Industries 106.36 27,298 215 10.9 10.9 46 68 1.5 1.6
GLW US Corning 29.10 26,779 219 9.0 9.2 2 8 2.1 24
002000 KS  Hankuk Glass 28800 259 38 NA NA NA NA NA NA
Average 7.9 7.6 75 68 1.9 2.0
Overall average 9.2 8.3 41 37 34 3.8

Source: Bloomberg, BOCI Research estimates
Note: Prices as of 1 June 2017

2 June 2017 Xinyi Glass Holdings 19
THIS DOCUMENT MAY NOT BE DISTRIBUTED IN OR INTO THE PRC.



b4 P

BOC INTERNATIONAL

RISKS

Lower-than-expected ASP due to Oversupply or Weak
Demand

We expect float glass ASP to remain largely flat throughout 2017 with 10% YoY hike,
which is well justified as 5M17 national average ASP is 13% higher than 2016 annual
average, though similar to that in 4Q16.

According to our sensitivity analysis, a 1% change in float glass ASP assumption
would have a 1.3% impact on 2017E net profit, and a 1% change in ASP for all of
XYG's glass products would make a 2.8% net profit impact.

Higher-than-expected Production Cost due to Raw Material
Price Hike

We expect float glass production cost to edge up 0.8% YoY in 2017 due to (i) 5% YoY
increase in soda ash price, which went up dramatically from November 2016 but has
been dropping since February 2017, and (ii) 3% YoY increase in natural gas price due
to seasonal price hike during winter and a slightly-higher LNG price this year.

According to our sensitivity analysis, a 1% change in float glass ASP assumption
would have a 1.2% impact on 2017E net profit, and a 1% change in ASP for all of
XYG's glass products would make a 2.3% net profit impact.

Lower-than-expected Sales Volume

We expect XYG to see 7%/4%/4.5% YoY sales volume growth rates for float glass,
aftermarket auto glass and construction glass, respectively. A 1% change in sales
volume for them would have 0.6%/0.4%/0.2% impact on XYG’s 2017E net profit.

Figure 46. 2017E Gross and Net Profit Sensitivity to Changes in Assumptions
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Source: BOCI Research estimates

Equity Dilution Risk

We have already fully factored in the impact of the conversion of CB in 5M17, with
new shares issued during the period totalling 97m shares (at conversion price of
HK$5.61/share), or 2.5% of XYG’s share capital before enlargement. On 10 May 2017,
XYG announced the redemption of its outstanding CB in full, thus precluding further
share dilution ahead.

XYG conducted several equity financing during 2007-13 when it was expanding
rapidly and yet to have enough operating cash flow to support its capex. With FCF
yield at 4.0%/4.9% in 2017/18E, we think XYG is fully capable of meeting its capex
demand with bank borrowings and internal resources, and thus see limited likelihood
for it to seek share placement.
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Income Statement (HK$ m) Cash-flow Statement (HK$ m)
Year ended 31 Dec 2015 2016 2017E 2018E 2019E Year ended 31 Dec 2015 2016 2017E 2018E 2019E
Revenue 11,460 12,848 14,105 14,905 15,611 Pre-tax profit 2380 30823 4306 4659 4950
Cost of sales (8,328) (8,189) (8,791) (9,169) (9,572) Depreciation & amortisation 795 827 908 1,016 1,117
Operating expenses (exclude (819)  (996) (1,093) (1,098) (1,097) Netinterest expenses 50 7 21 30 20
depreciation & amortisation) Change in working capital 375 (218) 23 (92 (73)
EBITDA 2313 3,664 4,222 4,639 4,942 Tay paid (223)  (342) (689) (745)  (891)
Depreciation & amortisation (795)  (827)  (908) (1,016) (1,117) Other operating cash flows (740)  (603) (825) (869)  (927)
Operating profit (EBIT) 1,518 2,837 3314 3,622 3,825 Cashflowfrom operations 2,637 3,565 3,745 3,999 4,195
Netinterest income/(expenses) ~ (80)  (77)  (21)  (30)  (20) Netpurchase of fixed assets  (1,915) (1,839) (2,500) (2,500) (2,500)
Other gains/(losses) 912 1,063 1,013 1066 1,145 Decrease/(increase) in invest. 240 (762) 0 0 0
Pre-tax profit 2,380 3,823 4306 4,659 4,950 Otherinvesting cash flows 155 321 418 425 450
Tax on profit (266)  (607) (689)  (745)  (891) Cash flow from investing (1,520) (2,280) (2,082) (2,075) (2,050)
Minority interests 0 3) 3) 3) (3) Netincrease in equity 1 (122) 60 0 0
Net profit 2113 3213 3,614 3,910 4,055 Netincrease in debt (18) 1,611  (644) (453) (2,032)
Core net profit 1,734 3,055 3,614 3,910 4,055 Dividends paid (608) (1,321) (1,575) (1,754) (1,865)
EPS (HKS) 0524 0805 0899 0973 1.009 Otherfinancing cash flows 0 56 0 0 0
Core EPS (HKS) 0430 0765 0899 0973 1.009 Cash flow from financing (625) 225 (2,159) (2,208) (3,897)
DPS (HK$) 0265 0400 0431 0460 0477 Changein cash 492 1510  (496)  (284) (1,752)
Revenue growth (%) 6 12 10 6 5 Cash at beginning of year 831 1298 2763 2267 1,983
EBIT growth (%) 39 87 17 9 6 Free cash flow to firm 1157 1336 1759 2,003 2215
EBITDA growth (%) 33 58 15 10 7' Free cash flow to equity 1,049 2820 998 1,441 %
EPS growth (%) 95 53 12 8 4 Source: Company data, BOCI Research estimates
Core EPS growth (%) 52 78 18 8 4
Source: Company data, BOCI Research estimates Key Ratios

Year ended 31 Dec 2015 2016 2017E 2018E 2019E

Balance Sheet (HK$ m)

Profitability (%)

As at 31 Dec 2015 2016 2017E 2018E 2019E EBITDA margin 20.2 28.5 29.9 31.1 317
Cash & cash equivalents 1298 2,763 2267 1,983 231 EBIT margin 132 221 235 243 245
Receivables 2381 2377 23719 2514 2633 Pre-tax margin 208 298 305 313 317
Inventories 1223 1321 1365 1424 1,486 Net profit margin 184 250 256 262 260
Other current assets 93 76 76 76 76 Liquidity (x)

Total current assets 4995 6,537 6,087 5996 4,427 Current ratio 1.0 1.1 1.0 1.0 0.7
Fixed assets 11,971 11,831 13,449 14,959 16,367 |nterest coverage 16.8 222 28.2 33.3 43.0
Intangible assets 75 72 72 72 72 Net debt to equity (%) 372 373 312 263 220
Other long term assets 4380 5583 5942 6331 6,763 Quick ratio 0.8 0.9 0.8 0.7 05
Total long-term assets 16,426 17,486 19,464 21,362 23,202 vgjyation (x)

Total assets 21,422 24,022 25,551 27,358 27,628 p/E 14.6 95 85 79 76
Creditors 2112 2,297 2367 2468 2,577 Core PIE 17.8 10.0 8.5 7.9 76
Short-term debt 2514 3165 3165 3,165 3,165 Core P/E @ target price 207 116 9.9 9.1 8.8
Other current liabilities 333 538 538 538 538 pB 24 23 2.0 1.8 16
Total current liabilities 4959 6,000 6,070 6172 6,280 p/CF 114 8.3 8.1 77 73
Long-term borrowings 3514 4509 3,865 3412 1,379 EV/EBITDA 13.9 86 75 6.7 6.2
Other long-term liabilities 223 266 266 266 266  Activity ratios

Share capital 392 389 400 400 400 |nventory days 592 567 558 555 555
Reserves 12,326 12,792 14,881 17,036 19,227 Accounts receivables days 775 676 615 599 602
Shareholders' equity 12,718 13,181 15280 17,436 19,627 Accounts payables days 89.6 98.3 96.8 96.2 96.2
Minority interests 7 66 69 72 76 Returns (%)

Total liabilities & equity 21,422 24,022 25,551 27,358 27,628 Dividend payout ratio 489 505 47.0 47.0 47.0
Book value per share (HK$) 324 339 382 436 491 Return on equity 16.9 24.8 25.4 239 21.9
Tangible assets per share (HK$) 322 337 380 434 489 Returnon assets 11.1 15.9 16.9 17.0 17.9
Net debt/(cash)per share (HK$) 121 126 119 115 1.08 Return on capital employed 84 146 158 159 161
Source: Company data, BOCI Research estimates Source: Company data, BOCI Research estimates
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LISTED COMPANIES IN THIS REPORT

Asahi Glass (5201 JP/JPY914, NR)

AVIC Sanxin (002163 CH/RMB6.92, NR)

BYD Co (1211 HK/HK$46.20, NR)

Central Glass (4044 JP/JPY454, NR)

Changzhou Almaden (002623 CH/RMB23.94, NR)
China Glass (3300 HK/HK$0.73, NR)

Corning Inc (GLW US/US$29.10, NR)

CSG Holding (000012 CH/RMB8.66, NR)

Fuyao Glass (3606 HK/HK$29.50, HOLD; 00660 CH/RMB24.43, BUY)
Geely Auto (175 HK/HK$13.26, BUY)

Hankuk Glass (002000 KS/KRW28800, NR)
Henan Ancai (600207 CH/RMB7.81, NR)

Kibing Glass (601636 CH/RMB4.22, BUY)
Luoyang Glass (1108 HK/HK$4.06, NR)

Nippon Sheet Glass (5202 JP/JPY850, NR)
Och-Ziff Capital Management (OZM US/US$2.24, NR)
PPG Industries (PPG US/US$106.36, NR)

Saint Gobain (SGO FP/EUR50.65, NR)

Shandong Jinjing (600586 CH/RMB4.13, NR)
Taiwan Glass (1802 TT/NT$13.85, NR)

Xinyi Glass (868 HK/HK$7.66, BUY)

Xinyi HK (8328 HK/HK$1.54, NR)

Xinyi Solar (968 HK/HK$2.39, NR)

Yaohua Pilkington (600819 CH/RMB6.16, NR)
Yutong Bus (600066 CH/RMB20.66, BUY)

Prices as of 1 June 2017
All figures subject to rounding
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Certifications and Important Disclosure

All views expressed in this material reflect the personal views of each analyst about any and all of the subject securities or issuers.
In addition, no part of the analyst’'s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views expressed in this material.

Except as disclosed herein, each analyst declares that (i) neither he/she nor his/her associate has any financial interests in relation
to the issuer reviewed by the analyst, and (ii) neither he/she nor his/her associate serves as an officer of the issuer reviewed by the
analyst. For the purposes of these certifications, the term “associate” includes members of the analyst’s household as defined by
FINRA.

Accordingly, none of the issuers reviewed or any third party has provided or agreed to provide any compensation or other benefits
in connection with this material to any of the analysts, BOCI Research Limited and BOC International Holdings Limited and any of
their respective subsidiaries and affiliates (collectively, the "BOCI Group”). Analysts receive compensation based upon the overall
revenue and profitability of the BOCI Group, including revenues derived from its investment banking business.

Member companies of the BOCI Group confirm that they, whether individually or as a group:

(i) do not own financial interests in an aggregate amount equal to or more than 1% of the market capitalization in any of the
issuers reviewed;

(i) have not managed or co-managed a public offering of the issuers reviewed within the preceding 12 months;

(ii) have not received compensation or a mandate for investment banking services rendered from the issuers reviewed within the
preceding 12 months, or

(iv) do not expect to receive nor intend to seek compensation for investment banking services from the issuers reviewed in the next
three months.

Certain member companies of BOCI Group have an individual employed by or associated with BOCI Group serving as an officer of
Xinyi Glass Holdings. Certain non-US member companies of BOCI Group are involved in making a market in the securities of Geely
Automobile Holdings.

This disclosure statement is made pursuant to paragraph 16 of the “Code of Conduct for Persons Licensed by or Registered with the
Securities and Futures Commission” and is updated as of 1 June 2017. Waiver has been obtained by BOC International Holdings
Limited from the Securities and Futures Commission of Hong Kong to disclose any interests the Bank of China Limited and its
subsidiaries and affiliates may have in this material.
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This material has been prepared and issued by BOCI Research Limited (‘BOCI Research”), a company incorporated in
Hong Kong and regulated by the Securities and Futures Commission in Hong Kong. The material is intended for general

distribution to professional, accredited and institutional investors only and is being furnished on a confidential basis and

solely for informational purposes. This material, its contents or any copy thereof may not be published, in whole or in part,

for any purpose or altered, reproduced, redistributed or disseminated, directly or indirectly, to any other person, including

the press or the media, without the prior written consent of BOC International Holdings Limited and any of their respective
subsidiaries and affiliates (collectively, the “BOCI Group”). All trademarks, service marks and logos used or referenced

herein are beneficially owned by one or more members of the BOCI Group.

The distribution of this material in some jurisdictions may be restricted by law or regulation. This material 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 subject
BOCI Research and the BOCI Group to any registration or licensing requirement within such jurisdiction. Persons with
possession of this material should inform themselves about and observe any such restrictions.

The information presented herein does not take into account the specific investment objectives, financial situation or
particular needs of any particular investor and shall not be construed as investment, legal, accounting or tax advice, nor
be deemed a representation that any investment or strategy is suitable or appropriate. The information contained herein

does not constitute or form part of any offer for sale or invitation, or a solicitation or an offer to subscribe or purchase any
securities or other financial instruments, and should not be used to form the basis of or be relied upon in connection with

any contract or commitment whatsoever. The BOCI Group has not taken any steps to ensure that the securities referred

to in this material are suitable for any particular investor, and the BOCI Group will not treat recipients as its customers by
virtue of their having received this material. Investors should make their own independent judgment or consult
independent financial or investment advisers before making any investment decision, and in determining the suitability or
assessing the investment risks of any securities or other financial instruments.

Although information, opinions and estimates presented herein have been obtained or derived from sources believed by
BOCI Research to be reliable, the BOCI Group nor its respective directors, officers, employees or agents have not
independently verified the information contained herein, except to the extent required by applicable law and regulation.

The accuracy and completeness of any information, opinions and estimates expressed cannot be guaranteed, and may

reflect a judgement as at the date of publication by BOCI Research and may be based on a number of assumptions,

which may not prove valid and are subject to change at any time. Accordingly, the BOCI Group shall not have any liability

whatsoever (in negligence or otherwise) for any loss arising from any use of this material or its contents or otherwise

except to the extent required by applicable law or regulation. As such, the information, opinions and estimates expressed

herein are provided on an “as is” basis, and no representation or warranty, expressed or implied, is made as to the

fairness, accuracy or completeness of such information, opinions and estimates. In addition, the BOCI Group may have

issued other materials that are inconsistent with, or reached different conclusions or opinions from, those presented in

this material. For the avoidance of doubt, views expressed in this material do not necessarily represent those of the BOCI

Group. Each published material reflects the different assumptions, analytical methods and views of the analyst who
prepared them.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or

warranty, expressed or implied, is made regarding future performance. The price, value of and income from any of the
securities or financial instruments can fall as well as rise and may not be readily realisable. It also may prove difficult to
obtain reliable information about the value, or risks, to which such an investment is exposed.

This material may provide the addresses of, or contain hyperlinks to, various websites. To the extent that this refers to

material outside the BOCI Group’s websites, the BOCI Group has not reviewed the linked sites and takes no

responsibility for such content. Such addresses or hyperlinks (including addresses or hyperlinks to the BOCI Group’s

own website material) are provided solely for convenience and information, and the content of the linked sites does not in

any way form part of this material. Accessing such websites is at your own risk.

Investors should refer to the respective credit rating agencies (including Moody's, S&P or Fitch) for their rating definitions,

methodology in evaluating the creditworthiness of the issuers and how the ratings are assigned. Rating agencies may
change their ratings upon short notice. A change in ratings may affect the price of securities outstanding. Investors

investing in fixed income financial instruments (such as bonds) denominated in non-local currency should be aware of the
risk of exchange rate fluctuations, which may cause a loss of principal, and that there may not be a secondary market for

such fixed income financial instruments.

One or more members of the BOCI Group may, to the extent permitted by applicable law or regulation, participate or
invest in financing transactions with the issuer(s) of the securities referred to in this material, perform services for or solicit
business from such issuer(s), and/or have a position or effect transactions in the securities or other financial instruments
of such issuer(s). One or more members of the BOCI Group may, to the extent permitted by applicable law or regulation,

act upon or use the information or opinions presented herein, or the research or analysis on which they are based, before
the material is published. One or more members of the BOCI Group and the analyst(s) preparing this material (each an

“analyst” and collectively the “analysts”) may, to the extent permitted by applicable law or regulation, have financial

interests in or business relationships with any or all of the companies mentioned in this material (each, a “listed issuer”

and, collectively, the “listed issuers”). See Certifications above for additional information.

This material may be distributed in Hong Kong by BOCI Research and BOCI Securities Limited (‘BOCI Securities”); in

Singapore, by BOC International (Singapore) Pte Ltd. (‘BOCI Singapore”); in the United States, by BOC International

(USA) Inc. (“BOCI USA”); and, in the United Kingdom, by Bank of China International (UK) Limited.

Without prejudice to any of the foregoing disclaimers, to the extent that the reader is an accredited or expert investor as

defined in Regulation 2 of the Financial Advisers Regulations (‘FAR”) of the Financial Advisers Act (Cap. 110) of
Singapore (“FAA"), BOCI Singapore is in any event exempted (i) by Regulation 34 of the FAR from the requirement to

have a reasonable basis for making any recommendation as mandated under Section 27 of the FAA, and (i) by

Regulation 35 of the FAR from the requirements in Section 36 of the FAA mandating disclosure of any interests in

securities mentioned in this material, or in their acquisition or disposal, that it or its associated or connected persons may
have. The recipient of the analysis or material should contact BOCI Singapore, if they have any queries as to the

material/analysis.

BOCI Research is not a registered broker-dealer in the United States. Where this material is distributed by BOCI

Research in the United States, it shall only be provided to “major U.S. institutional investors” in reliance on the exemption

from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (“Exchange Act’).

Any securities referred to herein have not been registered with, recommended by or approved by any U.S. federal or
state, or any non-U.S. securities commission or regulatory authority, nor has any such authority or commission passed

upon the accuracy or adequacy of this material. Any securities referred to herein have not been and are not expected to

be registered under the U.S. Securities Act of 1933, as amended (“Securities Act’), or any state of other securities laws or

the laws of any non-U.S. jurisdiction. The BOCI Group does not make any representation as to the availability of Rule

144A or any other exemption under the Securities Act for the sale, resale, pledge or transfer of any securities referred to

in the material. Any U.S. person (as defined under the Exchange Act or the U.S. Internal Revenue Code of 1986, as

amended) who is a recipient of this material wishing to effect any transaction to buy or sell securities or related financial

instruments based on the information provided herein should direct such transaction exclusively to and such transaction

shall be effected only through BOCI USA. Under no circumstances should any recipient of this material who is a U.S.

person effect any transaction to buy or sell securities or related financial instruments through BOCI Research, BOCI

Securities, or any subsidiary or affiliate of the BOCI Group other than BOCI USA.

In the United Kingdom, this material is not a prospectus and has not been approved under section 21 of the Financial

Services and Markets Act 2000 (the “FSMA"). This material may only be passed on to persons in or outside the United

Kingdom in accordance with the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005, specifically,
Eligible Counterparties and Professional Clients (to include Elective Professional Clients). The transmission of this

material to any other persons must not contravene the FSMA and other applicable UK securities laws and regulations. All

applicable provisions of the FSMA must be complied with respect to the securities referred to in this material in, from, or

otherwise involving the United Kingdom.

Copyright 2017 BOCI Research Limited, BOC International Holdings Limited and its subsidiaries and affiliates. All rights

reserved.
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