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Technology Sector

Fund raising season

US$1.56bn share placement by Alibaba Picture at a deep discount After the strong
market rally in April, companies have been seizing the opportunity to raise fresh capital in
May and June. Alibaba Pictures (1060 HK) is the latest company to raise capital. On Jun
4, the company tapped the market for HK$12.2bn (US$1.56bn), issuing 4.2bn shares at
HK$2.9, a deep discount of ~20% to the last closing price. Shares in Alibaba Pictures
have surged over150% YTD and its market cap has reached US$9.6bn, matching that of
industry leader Huayi Brothers (300027 CH), at US$9.3bn, which is currently trading at
56x 2015E P/E. The two companies far exceed that of TVB (511 HK) which has a market
cap of US$2.6bn. Alibaba Pictures intends to use the net proceeds from the share
placement as general working capital and to finance potential acquisitions of media-
related businesses in the future. However, the company has not identified any specific

Joseph Ho, CFA acquisition targets at present.
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+852 37191030 recently include Kingsoft (3888 HK), to develop its cloud computing business, ChinaSoft

(354 HK), Kingdee (268 HK) to prepare for potential acquisitions, BYD (1211 HK) to
expand their li-on ferrous battery and new energy vehicles businesses, and Forgame
(484 HK) to prepare for future acquisitions of domestic internet businesses and
international game-related businesses (see fig 2 for summary).
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Who's next? Forinvestors, it is undesirable to buy a stock and then discover the company
GF Securities (Hong Kong) Brokerage Limited is selling new shares at a big discount. We have screened through our coverage, over
29-30/F, Li Po Chun Chambers half of which has seen a share price surge of over 50% YTD (see fig 1). We believe the
189 Des Voeux Road Central following companies could potentially issue new shares: hardware sector - Coolpad
Hong Kong (2369 HK) and Tongda (698 HK); gaming and software sector - Ourgame (6899 HK),

Chanjet (1588 HK), NetDragon (777 HK), IGG (8002 HK).

Figure 1: Stocks under our coverage that have raised funds recently (marked in red and asterisk ) (% YTD share price change)
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Source: Bloomberg, UP = Underperform (as of Jun 5, 2015)
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Figure 2: Alibaba Pictures (1060 HK) share price chart (HKS)

Figure 3: Kingsoft (3888 HK) share price chart (HKS)
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Figure 4: Monthly share price performance (rolling twelve month) (% change)

Date Company

4-Jun-15 Alibaba Picture

4-Jun-15 Kingsoft

4-Jun-15 BYD

22-May-15 Forgame

18-May-15 Kingdee

4-May-15  ChinaSoft

Stock code Share placement

1060 HK

3888 HK

1211 HK

002594 CH

484 HK

268 HK

354 HK

4.2bn shares @ HKS2.9

100m shares @HKS27.4

261m A-shares

@Rmb57.4

18m shares @HK$16.50

289m shares @HKS4.6

50m shares @HKS$3.68

Amount
(HKS bn)

12.2

2.7

18.6

0.3

13

0.2

Discount to
last closing
pricing

19.9%

6.5%

24.5%

6.9%

10.0%

16.9%

Remarks

New funds for potential acquisitions of
media-related businesses

80% for cloud business/20% for general
working capital

Rmb6bn for battery expansion, Rmb5bn for
new energy vehicles, Rmb4bn for working
capital and repaying bank loans

New funds for potential acquisitions of
domestic internet related
business/international game-related
business

Placement to JD.com; new funds to prepare
for potential acquisitions

HK$100m to develop supply chain financing

with BoCOM, others for JointForce platform,

internet financing business

Placing agents

Morgan Stanley/Credit Suisse

Morgan Stanley/JP Morgan

BoCom Int'l

N/A

BoCom Int'l

Source: GF Securities (HK)



-_—
O Sector report Jun 8, 2015

Rating Definitions

Benchmark: Hong Kong Hang Seng Index
Time horizon: 12 months

Company ratings

Buy Stock expected to outperform benchmark by more than 15%
Accumulate Stock expected to outperform benchmark by more than 5% but not more than 15%
Hold Expected stock relative performance ranges between -5% and 5%

Underperform  Stock expected to underperform benchmark by more than 5%

Sector ratings

Positive Sector expected to outperform benchmark by more than 10%
Neutral Expected sector relative performance ranges between -10% and 10%
Cautious Sector expected to underperform benchmark by more than 10%
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mentioned in this report.

Disclaimer

This report is prepared by GF Securities (Hong Kong). It is published solely for information purpose and does not constitute an offer to buy or sell any
securities or a solicitation of an offer to buy, or a recommendation for investing in, any securities. This research report is intended solely for use by the
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faith, and no representation or warranty, either express or implied, is made by GF Securities (Hong Kong) as to their accuracy and completeness. GF
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returns may vary. Past results do not guarantee future performance. Any recommendations contained in this research report do not have regard to the
specific investment objectives, financial situation and the particular needs of any individuals. This report is not to be taken in substitution for the exercise
of judgment by the respective recipients of this report. Where necessary, the recipients should obtain professional advice before making investment
decisions.

GF Securities (Hong Kong) may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions
from, the information presented in this research report. The points of view, opinions and analytical methods adopted in this research report are solely
expressed by the analyst(s) but not GF Securities (Hong Kong) or its subsidiaries. The information, opinions and forecasts presented in this research
report are the current opinions of the analyst(s) as of the date appearing on this material and are subject to changes at any time without notice. The
salespersons, dealers or other professionals of GF Securities (Hong Kong) may deliver opposite points of view to their clients and the proprietary trading
division with respect to market commentaries and dealing strategies either in writing or verbally. The proprietary trading division of GF Securities (Hong
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