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Xinyi Glass [0868.HK]
2017 results beat expectations. Maintain BUY

Xinyi Glass (XYG) reported its 2017 results, which beat market expectations. The positives from float glass,
other income and architectural glass were offset by the lower-than-expected performance of Xinyi Solar (XYS)
and lower margin in the automobile glass segment. XYG’s top-line growth in 2017 was driven mainly by a
23.2% YoY increase in sales of float glass products. Sales of auto glass products and architectural glass prod-
ucts reported YoY growth of 4.3% and 8.1%, respectively, in 2017. The negative impact on the automobile
glass segment faded in 2H 2017. The blended gross margin was 37% in 2017, up from 36.3% in 2016. Man-
agement released positive guidance on the three segments of the Company. The float glass industry is ex-
pected to see a 2-5% YoY decline in production capacity in 2018, given capacity shutdown in late 2017 and
increasing environmental protection controls, and glass prices are expected to remain resilient in 2018 and
2019. The automobile glass segment is also expected to resume faster growth in 2018 and 2019, given slower
growth in 2017, as the Company expanded capacity. Property sector data also points to a positive outlook for
XYG'’s architectural glass segment. Comparing XYG’s three business segments, we got the impression that
growth of XYS in 2018 may be slower, especially given the high base impact in 1H 2017. We maintain the view
that XYG will be one of the major beneficiaries of supply-side reform in China. XYG’s share price performance
is expected to be supported by an earnings upgrade by the market and positive industry news flow about ca-
pacity shutdown and a better operating environment. Despite its share price outperformance, XYG is now
trading at a 10.5x 2018 PER and an estimated dividend yield of 4.7%. With its undemanding valuation, we
maintain our BUY call with a new target price of HK$14.76 (based on a 13x 2018E PER, lower than its histori-
cal average and the average of its listed peers).

Investment Highlights

o 2017 results highlights. XYG’s net profit increased 24.9% YoY to HK$4,013.8m in 2017, which beat
market expectations. XYG's turnover was HK$14,727.5m in 2017, up 14.6% YoY from HK$12,848.4m in
2016. The top-line growth of Xinyi Glass was driven mainly by the float glass division, which reported
turnover of HK$8,016.9m in 2017, up 23.2% YoY from HK$6,509.8m in 2016. Architectural glass and
automobile glass reported respective YoY sales growth of 8.1% and 4.3% in 2017. XYG’s automobile
glass segment successfully resumed growth in 2H 2017, as the Company’s automobile segment was
affected by unfavourable currency movements, a drop in sales in some emerging markets, and the spin-
off of Xinyi HK [8328.HK] in 1H 2017. The gross profit margins for float glass, architectural glass and
automobile glass were 31.7%, 38.0% and 46.9%, respectively, in 2017 vs. 27.5%, 39.9% and 49.0% in
2016. The drop in the gross margins of automobile glass and construction glass was due mainly to higher
input costs (higher float glass prices). The blended gross profit margin improved from 36.3% in 2016 to
37.0% in 2017, principally due to an increase in the average selling price of float glass, along with a wider
variety in the product mix. Xinyi Glass declared a final dividend of HK$0.28 per share for 2017

L] All divisions expected to report better growth. XYG management remains positive on the outlook for
all three business divisions. It expects demand for float glass in China to be resilient in 2018 and 2019,
given strong property sales in 2017 and property under construction. Float glass capacity is expected to
drop 2-5% in 2018, given capacity shutdown in late 2017 and increasing environmental protection con-
trols. Float glass prices are expected to hold up well in 2018 and 2019, as there will be no major increase
in production capacity in 2017 and 2018. Management mentioned that cost of production is expected to
come down YoY in 2018, given a drop in soda ash prices, which dropped from RMB2,400/tonne in Nov/
Dec 2017 to currently RMB1,600/tonne. The operating environment for the float glass industry is getting
more favourable in 2018. Growth of XYG’s automobile glass division picked up in 2H 2017 vs. negative
growth in 1H 2017. XYG management guided that it expects growth of the automobile glass division to
accelerate in 2018 and 2019, given capacity expansion. The architectural glass segment is expected to
benefit from resilient demand in the property sector and the wider adoption of Low-E glass, and manage-
ment mentioned that some areas in China are using triple Low-E glass products. The profitability of the
automobile and architectural glass segments is expected to rebound, given higher sales growth.

o XYS management mentioned that the adoption of bifocal solar panels has created growth opportunities
for XYS. But we expect the growth of the Company’s solar glass division to moderate in 2018, given
stronger-than-expected sales growth in 2017. The spin-off of Xinyi Energy is expected to accelerate in
2018. The high base effect in 1H 2017 will make growth in 1H 2018 less exciting. We revised up our
earnings forecasts for 2018 by 11.8%, as we factored in a faster growth rate and higher gross margin
assumptions. We also introduce our 2019 forecasts.

Key Financials (in HKDm) 2015 2016 2017 2018E 2019E
Revenue 11,460.3 12,848.4 14,727.5 16,544.3 19,219.9
Change (YoY %) 5.5 12.1 14.6 12.3 16.2
Gross Profit 3,132.7 4,659.3 5,444.1 6,235.3 7.191.2
Gross Margin % 27.3 36.3 37.0 37.7 37.4
Net Profit 2,113.1 3,213.4 4,013.8 4,505.4 5,153.5
Net Margin % 18.4 25.0 27.3 27.2 26.8
EPS (Basic) 0.54 0.83 1.01 1.14 1.30
Change (YoY %) 54.9 54.2 22.1 12.2 14.4
DPS $0.265 $0.400 $0.480 $0.560 $0.641
ROE (%) 16.9 2a8 25.6 23.3 23.9
Dividend Yield (%) 2.22 3.35 a.02 a.69 5.37
PER (x) 22.2 14.4 11.8 105 9.2
PBR (x) 3.7 3.5 26 23 2.1
FCF Yield (%) 2.24% 3.68% 1.99% 3.92% 5.02%
Capex (m) (1,967.0) (1,853.0) (2,500.0) (2,500.0) (2,500.0)
Free cash flow per share 0.3 0.4 0.2 0.5 o6
Net Gearing (%) 37.2 37.3 29.7 30.3 27.7

Source: Bloomberg, CGIS Research

February 27, 2018

China Construction Sector -

Building Materials

BUY

Close: HK$11.94 (Feb 26, 2018)
Target Price: HK$14.76 (+23.6%)

Share Price Performance

(HK$) (HK$ million)
14 500
12
400
10
8 300
6 200
4
100
2
0 0

Feb17 Apr17 Jun17 Aug17 Oct17 Dec17

= Turnover (RHS) Price (LHS)

Market Cap US$6,132m
Shares Outstanding 3,999m
Auditor Pricewaterhouse-
Free Float 46.3%
52W range HK$6.83-12.44
3M average daily T/O US$8.9m
Major Shareholder Mr Lee Yin Yee

(20.3%)

Mark Po, CFA — Senior Analyst

(852) 3698-6318
markpo@chinastock.com.hk

Wong Chi Man, CFA — Head of Research
(852) 3698-6317

cmwong@chinastock.com.hk




Figure 1: Results highlights
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Figure 2: Key assumptions for XYG
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Figure 3: Earnings projection

Income Statement (HKDm) FY2015 FY2016 FY2017 FY2018F FY2019F Cash Flow Statement (HKDm) FY2015 FY2016 FY2017 FY2018F FY2019F
Revenue 11,460 12,848 14,728 16,544 19,220 Net Income 1,796 2,712 3,431 3,652 4,206
Growth yoy% 5.5% 12.1% 14.6% 12.3% 16.2% Depreciation & Amort. 766 808 883 1,003 1,123
Gross Profit 3,133 4,659 5,444 6,235 7,191 Change in Working Capital 456 40 (869) (299) (451)
Growth yoy% 14.6% 48.7% 16.8% 14.5% 15.3% Cash from Ops. 3,018 3,560 3,445 4,356 4,877
Selling General & Admin Exp. (1,615) (1,822) (2,045) (2,297) (2,669) Capital Expenditure (1,967) (1,853)  (2,500) (2,500) (2,500)
Others Operating Expenses/Items 215 342 377 339 393 Sale of Property, Plant, and Equipment - - - - -
Operating Income 1,733 3,179 3,777 4,277 4,916 Change in Investing Acitivities 40 51 55 55 41
Growth yoy% n.a. 83% 19% 13% 15% Cash from Investing (1,927) (1,802) (2,445) (2,445) (2,459)
Interest Expense (50.2) (76.8) (96.6) (96.6) (110.3) Net increase in bank borrowings 16 1,646 792 0 0
Interest and Invest. Income
Income/(Loss) from Affiliates 317.3 562.6 699.7 849.6 944.0 Issuance of Common Stock 0 0 0 0 0
Other Non-Operating Inc. (Exp.) 0 0 0 0 0 Common Dividends Paid (1,043) (1,552)  (1,905) (2,224) (2,544)
Impairment of Goodwill 0 0 0 0 0 Special Dividend Paid - - - - -
Gain (Loss) On Sale Of Invest. 379 159 317 237 276 Other Financing Activities 0 (400) 0 0 0
Gain (Loss) On Sale Of Assets Cash from Financing (1,027) (306)  (1,113)  (2,224)  (2,544)
Income Tax Expense (266) (607) (682) (765) (875)
Minority Int. in Earnings (0) 3) (0) 4 4 Net Change in Cash 64 1,451 (113) (313) (125)
Net Income 2113 3213 4014 4505 5153
Growth yoy% 54.9% 52.1% 24.9% 12.2% 14.4%
Balance Sheet (HKDm) FY2015 FY2016 FY2017 FY2018F FY2019F Ratios FY2015 FY2016 FY2017 FY2018F FY2019F
ASSETS Profitability
Cash And Equivalents 1,298 2,763 3,049 2,283 2,157 Return on Assets % 10.0% 14.1% 14.8% 14.3% 15.1%
Receivables 2,381 2,377 3,072 3,411 3,980 Return on Capital % 7.9% 13.0% 13.0% 12.7% 13.5%
Inventory 1,223 1,321 1,698 1,885 2,200 Return on Equity % 16.9% 24.8% 25.6% 23.3% 23.9%
Other Current Assets 93 76 107 107 107
Total Current Assets 4,995 6,537 7,926 7,687 8,445 Margin Analysis
Net Property, Plant & Equipment 13,177 12,952 16,356 18,377 19,757 Gross Margin % 27.3% 36.3% 37.0% 37.7% 37.4%
Long-term Investments - - - - - SG&A Margin % 14.1% 14.2% 13.9% 13.9% 13.9%
Other Intangibles - - - - - EBIT Margin % 15.1% 24.7% 25.6% 25.8% 25.6%
Deferred Tax Assets, LT - - - - - EBITDA Margin % 21.8% 31.0% 31.6% 31.9% 31.4%
Other Long-Term Assets 3,249 4,534 6,017 6,663 7,390 Net Income Margin % 18.4% 25.0% 27.3% 27.2% 26.8%
Goodwill - - - - -
Accounts Receivable Long-Term - - - - - Asset Turnover
Total Long Term Assets 16,426 17,486 22,373 25,040 27,147 Total Asset Turnover 0.5x 0.5x 0.5x 0.5x 0.5x
Total Assets 21,422 24,022 30,299 32,726 35,592 Fixed Asset Turnover 0.7x 0.7x 0.7x 0.7x 0.7x
Accounts Receivable Turnover 4.7x 5.4x 5.4x 5.1x 5.2x
LIABILITIES & EQUITY Inventory Turnover 9.4x 9.7x 8.7x 8.8x 8.7x
Accounts Payable 2,112 2,297 2,554 2,836 3,309
Accrued Exp. - - - - - Liquidity
Short-term Borrowings 2,514 3,165 2,068 2,068 2,068 Current Ratio 1.0x 1.1x 1.5x 1.4x 1.4x
Curr. Port. of LT Debt - - - - - Quick Ratio 0.7x 0.9x 1.2x 1.0x 1.0x
Curr. Income Taxes Payable - - - - - Avg. Days Sales Out. 75.8 67.5 76.1 75.3 75.6
Unearned Revenue, Current - - - - - Avg. Days Inventory Out. 38.9 37.5 421 416 41.8
Other Current Liabilities 333 538 535 535 535 Avg. Days Payable Out. 89.6 98.3 95.4 95.4 93.2
Total Current Liabilities 4,959 6,000 5,157 5,439 5,912 Avg. Cash Conversion Cycle 62.2 61.1 79.6 79.4 79.5
Long-Term Debt 3514 4,509 6,399 6,399 6,399 Net Debt to Equity 37% 37% 30% 30% 28%
Def. Tax Liability, Non-Curr. 159 218 335 335 335
Other Non-Current Liabilities 63 48 108 108 108 Growth Over Prior Year
Total Liabilities 8,696 10,775 11,999 12,281 12,754 Total Revenue 5.5% 12.1% 14.6% 12.3% 16.2%
Common Stock 4,277 1,719 2,557 4,839 7,449 Net Income 54.9% 52.1% 24.9% 12.2% 14.4%
Additional Paid In Capital - - - - - Payout Ratio % 49.4% 48.3% 47.5% 49.4% 49.4%
Retained Earnings 8,442 11,462 15,680 15,542 15,328
Treasury Stock
Comprehensive Inc. and Other - - - - -
Minority Interest 7.2 66.0 69.0 65.2 61.4
Total Equity 12,726 13,247 18,306 20,446 22,838
Total Liabilities And Equity 21,422 24,022 30,305 32,727 35,592
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Figure 4. XYG’s PER trend
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Figure 5: Peer comparison

Ticker Company PE EVIEI PIB ROE ROA yi

Price  MarketCap  2017F  2018F  2019F  2017F  2018F  2019F 2016  2017F 2016  2017F 2016 2017F 2016 2017F ™ YTD

Ly US$m X X X X X X X X % % % % % % % %
868 HK Xinyi Glass Holdings Ltd 8.08 4137.6 9.0 8.0 na. 8.6 77 na. 24 22 248 25.7 141 14.8 5.0 55 45 20.8 189 443 315
968 HK Xinyi Solar Holdings Ltd 25 23383 76 6.6 6.6 71 6.0 5.8 27 21 26.6 299 135 120 5.7 6.1 103 46 55 -123 0.9
8328 HK Xinyi Automobile Glass Hong 15 105.8 na. na. na. na. na. na. 8.1 na. -15 na. 01 na. 0.0 na. 0.0 34 133 150 20
3300 HK China Glass Holdings Ltd 0.7 166.9 na. na. na. na. na. na. 06 na. -20.0 na. 04 na. 0.0 na. 29 -17.2 -143 -30.1 -122
1108 HK Luoyang Glass Company Ltd-H 43 8813 na. na. na. na. na. na. 37 na. 371 na. 09 na. 0.0 na. 0.5 -15.5 -17.4 0.5 -15.5
3606 HK Fuyao Glass Industry Group-H 26.7 8647.3 164 146 129 10.2 9.0 79 32 29 20.6 183 115 116 33 37 -10.9 31 156 36.0 108
6865 HK Flat Glass Group Co Ltd-H 14 3134 38 32 na. 20 16 na. 0.7 na. 20.5 18.7 132 187 6.1 6.6 56 -20.0 -20.0 79 -209
Average 9.2 8.1 9.8 6.4 5.5 6.9 32 25 0.5 23 6.6 141 25 5.4 -0.6 -8.0 4.7 2.7 5.8
600660 CH  Fuyao Glass Industry Group-A 233 8647.2 16.7 148 128 104 9.0 79 31 29 20.6 183 115 118 na. 35 -10.7 33 237 415 248
000012CH  Csg Holding Co Ltd- A 86 24878 230 19.6 na. na. na. na. 26 na. 6.7 na. na. na. na. na. 6.4 0.4 -12.7 -8.4 -12.5
601636 CH  Zhuzhou Kibing Group Co Lt-A 5.4 2142.7 134 115 9.9 84 75 6.9 22 20 33 156 81 9.1 na. 35 04 32 03 9.6 03
002163 CH  Avic Sanxin Co Ltd-A 78 935.2 na. na. na. na. na. na. 88 na. 213 na. 0.1 na. na. na. 5.2 7.0 -15.8 120 -18.8
600819 CH  Shanghai Yaohua Pilkington-A 72 9311 na. na. na. na. na. na. 22 na. 120 na. 28 na. na. na. 73 0.7 -123 17 -10.8
600876 CH  Luoyang Glass Company Ltd-A 18.1 8813 29.6 223 16.1 na. na. na. 18.2 na. 371 na. 09 na. 0.0 na. 5.1 -12.0 -294 -29.8 -29.4
Average 20.7 17.1 129 9.4 8.2 74 6.2 24 -1.6 16.9 4.6 10.5 0.0 35 -13 -33 18 44 17
1802 TT Taiwan Glass Ind Corp 15.45 1485.9 483 na. na. na. na. na. 11 1.0 -10.2 31 -15 11 na. na. 4.7 03 17.0 149 16.2
SISETI Turk Sise Ve Cam Fabrikalari 453 2890.6 115 11.0 9.4 6.8 6.3 5.2 12 12 11.0 838 5.2 51 na. 26 81 115 231 48.0 29.8
TRKCM Tl Trakya Cam Sanayii As 370 1185.7 116 103 9.6 84 76 6.7 12 12 6.1 10.0 9.1 49 na. 37 16.2 30.7 455 835 583
APOGUS  Apogee Enterprises Inc 52.28 1508.2 14.6 122 10.8 73 6.3 56 31 27 137 na. 116 na. 1.0 11 -8.0 -4.1 8.4 11.8 -2.4
5201 JP Asahi Glass Co Ltd 4650.00 9892.1 155 15.0 141 6.4 6.2 6.0 1.0 1.0 39 6.3 3.0 43 na. 21 -17 37 10.7 55.8 16.8
5214 JP Nippon Electric Glass Co Ltd 3910.00 3520.0 21.0 18.8 175 6.0 59 5.6 0.8 0.8 19 36 26 29 na. 21 43 132 20.1 66.4 237
4044 JP Central Glass Co Ltd 485.00 942.7 1.1 9.8 9.2 6.1 54 51 0.6 0.6 12 53 32 na. na. 21 18 35 6.5 285 10.5
5202 JP Nippon Sheet Glass Co Ltd 935.00 764.6 1.1 75 5.9 6.6 6.4 6.4 10 0.8 10 85 0.7 na. na. 00 08 78 05 230 9.9
SGO FP Compagnie De Saint Gobain 47.24 31052.8 15.9 138 123 78 71 6.6 14 13 7.0 83 34 36 na. 27 10 -4.7 38 246 6.7
PPGUS Ppg Industries Inc 106.03 27194.6 173 155 14.1 114 10.8 103 48 52 217 316 5.8 9.9 15 16 36 35 6.0 13 119
GLW US Coming Inc 29.25 26418.1 17.1 15.7 143 88 87 85 17 17 6.9 9.9 8.1 51 20 21 2.7 14 10.4 316 205
Average 177 129 117 76 71 6.6 16 16 6.9 9.5 4.7 4.6 15 20 11 48 123 354 184
914 HK Anhui Conch Cement Co Ltd-H 28.90 19237.6 1.1 112 10.7 6.4 6.4 63 17 16 111 145 8.0 na. 20 27 6.4 6.1 149 420 37.0
3323 HK China National Building Ma-H 471 32974 8.8 93 84 86 89 88 0.5 05 25 51 05 0.7 1.0 22 28 -79 4.6 340 265
1313 HK China Resources Cement 4.65 3889.5 103 9.8 95 72 72 71 11 11 37 10.7 35 57 19 41 19.8 9.2 288 64.9 545
2009 HK Bbmg Corp-H 394 8740.7 112 84 78 14.2 115 103 08 0.8 5.8 73 16 na. 14 15 00 5.5 313 387 47.0
743 HK Asia Cement China Holdings 264 529.6 103 9.5 6.5 55 55 48 04 04 3.1 38 08 na. 13 44 143 48 36.8 68.2 475
Average 103 9.6 86 84 79 75 0.9 08 4.0 83 29 32 15 3.0 87 13 233 49.6 2.5
2128 HK China Lesso Group Holdings L 551 2188.7 6.8 6.1 5.6 46 42 3.6 13 12 177 18.1 9.9 na. 28 32 8.2 -111 36 255 9.5
358 HK Jiangxi Copper Co Ltd-H 14.26 8927.7 213 194 144 126 114 87 09 09 15 44 09 na. 12 19 112 175 59 60.4 318
2600 HK Aluminum Corp Of China Ltd-H 4.90 12216.1 244 183 120 10.7 9.7 88 17 15 04 6.5 02 na. 0.0 03 25 279 219 96.0 53.1
1088 HK China Shenhua Energy Co-H 19.46 49557.2 9.7 10.6 106 49 51 49 1.0 11 5.4 106 5.7 6.8 27 42 120 26.1 383 544 56.7
1898 HK China Coal Energy Co-H 3.86 10640.5 102 120 113 9.2 9.7 9.9 05 0.5 -3.8 52 0.7 20 12 29 21 21 5.2 5.6 49
1171 HK Yanzhou Coal Mining Co-H 7.69 8195.9 71 9.2 79 78 10.2 9.6 0.9 0.8 04 112 14 na. 18 42 9.9 143 259 612 454
347 HK Angang Steel Co Ltd-H 6.34 6621.2 150 127 114 86 8.0 79 0.9 0.8 -10.1 57 3.6 na. na. 19 89 212 6.0 67.3 375
323HK Maanshan Iron & Steel-H 379 4894.7 102 104 9.9 17 76 73 12 11 -23.0 108 38 na. na. 10 215 44.1 325 119.1 67.7
2689 HK Nine Dragons Paper Holdings 11.64 6966.3 114 10.2 95 8.0 73 6.9 17 16 5.7 146 42 na. 13 25 119 386 29.6 89.8 65.6
2314 HK Lee & Man Paper 833 4817.2 88 89 86 78 81 79 23 20 134 234 81 na. 26 39 149 36.6 188 393 384
1812 HK Shandong Chenming Paper-H 11.98 4009.8 na. na. na. na. na. na. 13 na. 6.6 na. 26 na. 5.8 na. 213 339 346 843 49.9
Average 125 11.8 10.1 8.2 8.1 76 12 11 13 1.1 37 44 22 26 116 228 193 62.9 419
HS! Index Hang Seng Index 6.1 11.0 17.0 248 242
HSCEI Index Hang Seng China Ent Indx 45 59 104 209 153
SHCOMP Inde: Shanghai Se Composite 25 38 36 9.9 55

MXCN Index  Msci China 75 152 253 36.4 339
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Disclaimer

This research report is not directed at, or intended for distribution to or used by, any person or entity who is a citizen or resident of or located in any
jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China
Galaxy International Securities (Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing
requirement within such jurisdiction.

This report (including any information attached) is issued by Galaxy International Securities, one of the subsidiaries of the China Galaxy International
Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly
or implied) is made as to their accuracy, correctness and/or completeness.

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past perfor-
mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where
necessary consult their own independent financial advisers prior to any investment decision.

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
tional and/or the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report
and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.

Disclosure of Interests

China Galaxy Securities Co., Ltd. (6881.HK; 601881.CH) is the direct and/or indirect holding company of the group of companies under China Galaxy
International.

China Galaxy International may have financial interests in relation to the subjected company(ies) the securities in respect of which are reviewed in this
report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this
report.

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies).

Analyst Certification

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered
in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or
her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by the analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and
Futures Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of
this report; (2) will deal in or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as
an officer of any of the Hong Kong-listed companies covered in this report; and (4) have any financial interests in the Hong Kong-listed companies cov-
ered in this report.

Explanation on Equity Ratings

BUY : share price will increase by >20% within 12 months in absolute terms

SELL : share price will decrease by >20% within 12 months in absolute terms

HOLD : no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL
Copyright Reserved
No part of this material may be reproduced or redistributed without the prior written consent of China Galaxy International Securities (Hong Kong) Co.,
Limited.

20/F, Wing On Centre, 111 Connaught Road Central, Sheung Wan, Hong Kong. General line: 3698-6888.




