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China Longyuan Power Group [0916.HK]

Earnings and TP cut on weak power generation; Potential tariff
cut remains an overhang but largely discounted in share price

Longyuan’s wind power generation in October only increased 7.9% YoY, implying an 11%
decline in utilization hours. We are concerned about the weakness in power demand will
lead to further increase in grid curtailment. We therefore lowered our 2015E/2016E earn-
ings forecasts by 5%/12% after incorporating lower assumptions on utilization hours and
installation addition. Our DCF-based TP is revised to HK$10.10 from HK$11.00. That said,
we maintain our BUY rating as we believe the recent share price decline has largely re-
flected the risk of potential tariff cut. The actual tariff revision could be less than the pro-
posed one, based on track record.

Weak power generation growth in October. Total power generation increased 7.5%
in October. Of which, wind power generation increased 7.9%, slowed from 8.3% in
September. We estimate the wind utilization hours in October dropped 11% YoY,
which we believe was due to both weakness in wind resources and rising grid curtail-
ment. In 10m16, wind power generation grew 17.4% with utilization hours increased
~1%.

Earnings cut by 5%/12% for 2015E/2016E on more conservative assumptions.
We lowered our full year wind utilization forecast to 1,979 hours (flat YoY) from 2,071
hours, as we believe the grid curtailment rate is less likely to be improved in 4Q16. We
also trimmed the wind utilization for 2016E by 3% to 2,050 hours. Besides, we low-
ered our installation assumption for this year to 2.2GW from 2.6GW.

Longyuan has sizable existing projects to mitigate the potential tariff cut. We
estimate the consolidated wind power installed capacity to reach 15.7GW by year end.
Assuming 2GW of annual additions between 2016E and 2017E, the new capacity that
will potentially be affected by the new tariff will be only ~20% of total capacity by end
2017E. We have not yet revised our tariff assumptions given that the proposed tariff
by NDRC is not finalized and we expect a less aggressive one.

Risks: (1) Further change in tariff; (2) capacity ramp-up risk; (3) rebound of grid cur-
tailment rate; (4) delay in power transmission line construction.

Key financials (RMB m) 2012 2013 2014 2015E 2016E
Revenue 17,288 19,123 18,207 20,476 22,225
Change (YoY) 7.0% 10.6% -4.8% 12.5% 8.5%
Otherincome 1,296 432 437 456 647
Adjusted EBIT 4,749 5,568 6,121 7,189 8,559
Change (YoY) 26.1% 17.2% 9.9% 17.4% 19.1%
Recurring net profit 1,788 2,404 2,633 3,489 4,115
Change (YoY) 5.6% 34.4% 9.5% 32.5% 17.9%
Recurring EPS 0.239 0.299 0.328 0.434 0.512
Change (YoY) 54% 251% 9.5% 32.5% 17.9%
PER (x) 247 19.3 17.8 14.2 121
Dividend yield 1.2% 0.8% 1.0% 1.2% 1.5%
PBR (x) 15 1.5 1.4 14 1.3
EV/EBITDA (x) 11.2 10.5 94 8.1 6.9
Net debt/equity 146.3% 142.5% 164.0% 167.6% 164.2%
Recurring ROE 6.5% 8.0% 8.2% 10.1% 11.0%

Sources: Company, CGIHK Research estimates
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Figure 1: Longyuan Monthly Wind Power Generation Figure 2: Longyuan Monthly Wind Power Utilization Hours
Oct14 Sep-15 Oct15  Chg (YoY) Oct14 Sep-15 Oct15  Chg (YoY)
Gross power generation (Gwh)
Wind power Estimated utilization hours
Heilongjiang 255 120 178 -30%  Heilongjiang 224 98 145 -35%
Jilin 48 36 95 97%  Jilin 138 81 212 53%
Liaoning 233 116 209 -10%  Liaoning 232 116 209 -10%
Inner Mongolia 406 314 437 8% Inner Mongolia 178 132 183 3%
Jiangsu 195 155 177 -9%  Jiangsu 181 98 112 -38%
Zhejiang 25 21 28 10%  Zhejiang 184 101 131 -29%
Fujian 157 72 174 11%  Fujian 309 143 345 11%
Hainan 12 9 11 -8%  Hainan 122 92 112 -8%
Gansu 118 89 98 -17%  Gansu 114 69 76 -33%
Xinjiang 187 164 190 1% Xnjiang 172 127 147 -14%
Hebei 152 118 232 53%  Hebei 156 110 217 39%
Yunnan 69 54 68 -2%  Yunnan 131 86 110 -16%
Anhui 67 65 84 25%  Anhui 152 111 144 -5%
Shandong 20 23 41 102%  Shandong 203 79 138 -32%
Tianjin 21 17 30 43%  Tianjin 157 129 225 43%
Shanxi 57 63 101 78%  Shanxi 142 105 169 19%
Ningxia 35 47 20 -42%  Ningxia 126 124 53 -58%
Guizhou 50 25 47 -5%  Guizhou 201 57 107 -47%
Shaanxi 32 40 39 20%  Shaanxi 216 202 195 -10%
Tibet 1 1 1 -35%  Tibet 137 115 90 -35%
Chongging 0 10 9 n/a  Chongging 0 210 185 n/a
Shanghai 0 1 10 n/a  Shanghai 0 236 213 n/a
Canada 0 18 30 n/a Canada 0 182 306 n/a
Wind power total 2,140 1,590 2,309 8% Wind power average 179 109 158 -11%
Coal power 628 705 646 3%
Other renewable power 34 35 60 75%
Total 2,803 2,330 3,014 8%
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Figure 3. Key Assumptions

Wind power
Capacity installed (MW)

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015E

2016E

Consolidated 587 1,298 2,503 4,504 6,556 8,598 10,544 11,910 13,543 15,743 17,743
Change YoY - 1213% 928% 79.9% 456% 31.1% 22.6% 13.0% 13.7% 162% 12.7%
Annual addition 712 1,205 2,001 2,053 2,042 1,945 1,366 1,633 2,200 2,000

Average 254 653 1,553 2,718 4,577 6,592 8,474 10,388 11,661 13,744 15,648
Change YoY - 157.0% 137.7% 75.1% 684% 44.0% 285% 226% 122% 17.9% 13.8%

Consolidated power generation (Gwh)

Gross 562 1,514 3,655 6,211 10,094 13,355 16,820 21,929 23,088 27,197 32,075
Change YoY - 169.5% 141.5% 69.9% 62.5% 323% 259% 30.4% 53% 17.8% 17.9%

Net 529 1,419 3,407 5,684 9,442 12,562 16,027 20,565 22,131 25,837 30,471
Change YoY - 168.0% 140.1% 66.8% 66.1% 33.0% 27.6% 283% 7.6% 16.7% 17.9%

Average utilization hours 2,211 2,317 2,354 2,268 2,217 2,026 1,985 2,111 1,980 1,979 2,050
Change YoY - 4.8% 1.6% -3.7% -2.2% -8.6% -2.0% 6.3% -6.2% -0.1% 3.6%

Weighted average on-grid tariff (Rmb/kwh, Incl-VAT) 0.672 0.598 0.561 0.567 0.572 0.578 0.582 0.583 0.585 0.589 0.588

Weighted average on-grid tariff (Rmb/kwh, ex-VAT) 0.574 0.511 0.480 0.485 0.489 0.494 0.498 0.498 0.500 0.503 0.502
Change YoY - -11.0% -6.2% 1.1% 0.8% 1.0% 0.8% 0.1% 0.3% 0.6% -0.1%

Coal power

Capacity installed (MW)

Consolidated 2,425 2,425 1,875 1,875 1,875 1,875 1,875 1,875 1,875 1,875 1,875
Change YoY - 0.0% -22.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Average 2,425 2,425 2,103 1,875 1,875 1,875 1,875 1,875 1,875 1,875 1,875
Change YoY - 0.0% -13.3% -10.9% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Consolidated power generation (Gwh)

Gross 12,809 12,442 12,670 10910 11,353 11,749 11,231 11,064 9,641 9,844 9,938
Change YoY - -2.9% 1.8% -13.9% 4.1% 3.5% -4.4% -1.5% -12.9% 2.1% 1.0%

Net 11,980 11,638 11,863 10,207 10,670 10,672 10,497 10,330 8,966 9,155 9,242
Change YoY - -2.9% 1.9% -14.0% 4.5% 0.0% -1.6% -1.6% -13.2% 2.1% 1.0%

Average Utilization hours 5,282 5,131 6,024 5,819 6,055 6,266 5,990 5,901 5,142 5,250 5,300
Change YoY - -29%  17.4% -3.4% 4.1% 3.5% -4.4% -1.5% -12.9% 2.1% 1.0%
Weighted average on-grid tariff (Rmb/kwh, Incl-VAT) 0.371 0.369 0.403 0.421 0.423 0.433 0.452 0.448 0.439 0.423 0.410
Weighted average on-grid tariff (Rmb/kwh, ex-VAT) 0.317 0.315 0.345 0.360 0.362 0.370 0.386 0.383 0.375 0.362 0.350
Change YoY - -0.6% 9.3% 4.4% 0.5% 2.4% 4.4% -0.9% -2.0% -3.6% -3.1%
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Figure 4: Longyuan income statement projection

Income Statement (RMB m) 2008 2009 2010 2011 2012 2013 2014 2015E 2016E
Revenue by sector (ex. Service concession construction revenue) 6,354 8,861 12,762 15,366 16,770 18,456 17,980 19,876 22,225
Wind power 1,638 2,754 4,620 6,212 7981 10,272 11,133 12,999 15,309
Coal power 4,373 5,873 7,714 8,625 8,052 7,525 6,156 6,107 6,036
Others 455 563 695 740 1,007 1,099 1,196 1,290 1,400
Intersegment revenue (112) (329) (267) (210) (270) (441) (505) (520) (520)
Revenue by nature 8,555 9,744 14,213 16,259 17,288 19,123 18,207 20,476 22,225
Sales of electricity 5,752 6,467 8,544 10,270 12,404 14,686 14,913 16,759 19,098
Sales of steam 121 230 311 319 274 252 227 215 211
Service concession construction revenue 2,200 883 1,450 793 519 667 228 600 0
Sales of electricity equipment 264 128 262 289 232 106 130 200 200
Sales of coal 0 1,648 3,276 4,109 3,395 3,010 2,388 2,388 2,388
Others 218 388 369 378 464 402 322 314 328
Other net income 390 574 986 1,271 1,296 432 437 456 647
Government grants
CERs and VERs income 118 210 392 727 742 54 0 0 0
Others 208 327 362 400 402 346 383 440 636
Rental income from investment ppt 25 22 18 15 11 9 9 10 11
Net (loss)/income from investment ppt/disposal of PP&E 21 4 3) 112 8 6 4) 0 0
Gain on disposal of associate/subsidary 0 0 187 0 0 5 29 0 0
Others 19 10 29 17 133 12 21 6 0
Operating expenses (6,441) (5,869) (8,882) (9,549) (8,842) (9,163) (7,085) (7,509) (7,109)
Coal consumption (3,128) (2,290) (2,737) (2,877) (2,627) (2,226) (1,741) (1,535) (1,462)
Coal sales costs 0 (1,553) (3,046) (3,897) (3,197) (2,860) (2,247) (2,269) (2,269)
Service concession construction costs (2,200) (883) (1,450) (793) (519) (667) (228) (600) 0
Personnel costs (384) (540) (662) (769) (925) (1,115) (1,225) (1,278) (1,407)
Material costs (295) (150) (278) (328) (479) (398) (344) (359) (376)
Repairs & maintenance (87) (108) (184) (254) (305) (521) (450) (517) (583)
Administrative expenses (107) (148) (219) (294) (402) (396) (378) (383) (385)
Others (240) (197) (305) (338) (390) (980) (474) (568) (627)
EBITDA 2,504 4,449 6,317 7,882 9,742 10,391 11,559 13,423 15,762
Adjusted EBITDA 2,113 3,875 5,331 6,610 8,446 9,959 11,122 12,967 15,115
D&A (1,083) (1,590) (2,236) (2,845) (3,697) (4,391) (5,001) (5,778) (6,556)
EBIT 1,421 2,858 4,081 5,036 6,045 6,000 6,559 7,645 9,206
Adjusted EBIT 1,031 2,285 3,095 3,765 4,749 5,568 6,121 7,189 8,559
Net finance expenses (857) (1,020) (1,098) (1,487) (2,518) (2,531) (2,951) (3,215) (3,590)
Finance income 146 51 79 400 143 540 198 341 155
Finance expenses (1,003) (1,071) (1,477) (1,887) (2,660) (3,071) (3,149) (3,557) (3,745)
Share of profit/(loss) of JV and associates 53 105 228 60 140 60 454 684 643
Pretax profit 616 1,944 3,211 3,609 3,667 3,529 4,062 5114 6,260
Income tax (2) (296) (441) (305) (342) (561) (510) (690) (845)
After tax profit 614 1,647 2,770 3,304 3,325 2,968 3,551 4,423 5,415
Minority interest (276) (753) (751) (667) (732) (919) (993) (1,194) (1,300)
Net profit 337 894 2,019 2,638 2,593 2,049 2,558 3,229 4,115
Recurring net profit 199 679 1,461 1,693 1,788 2,404 2,633 3,489 4,115
Exceptional gain/(loss) 139 215 558 945 805 (354) (75) (260) 0
Recurring EPS (RMB) 0.04 0.13 0.20 0.23 0.24 0.30 0.33 0.43 0.51
EPS (RMB) 0.07 0.17 0.27 0.35 0.35 0.26 0.32 0.40 0.51
DPS (RMB) 0.00 0.00 0.05 0.07 0.07 0.05 0.06 0.07 0.09

Note: Adjusted EBITDA and adjusted EBIT exclude "other net income"

Net interest coverage = EBITDA/net finance expenses

Sources: Company, CGIHK Research estimates
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Figure 5: Longyuan growth rate and margins

Growth rates (YoY) 2008 2009 2010 2011 2012 2013 2014 2015E 2016E
Revenue by sector (ex. Service concession construction revenue) 30.0% 39.5% 44.0% 20.4% 9.1% 10.1% -2.6% 10.5% 11.8%
Wind power 1254% 68.1% 67.8% 344% 285% 28.7% 84%  16.8% 17.8%
Coal power 88% 343% 31.3% 11.8% -6.6% -6.5% -18.2% -0.8% -1.2%
Others 92.7%  23.7%  23.4% 6.5%  36.0% 9.2% 8.9% 7.8% 8.5%
Intersegment revenue 22.7% 193.0% -19.0% -21.2% 28.4% 63.3% 14.6% 3.0% 0.0%
Revenue by nature 22.9% 13.9% 45.9% 13.7% 7.0% 10.6% -4.8% 12.5% 8.5%
Sales of electricity 30.4% 124% 32.1% 20.2%  20.8% 18.4% 1.5% 12.4% 14.0%
Sales of steam 33.3% 91.1% 35.0% 26% -14.3% -7.7% -10.2% -5.1% -2.2%
Service concession construction revenue 6.1% -59.9% 64.3% -45.3% n/a n/a n/a n/a n/a
Sales of electricity equipment 162.0% -51.5% 104.5% 10.5% -19.8% -54.5% 23.1% 53.9% 0.0%
Sales of coal n/a nfa 988% 254% -17.4% -11.4% -20.7% 0.0% 0.0%
Others -23.8% 78.1% -4.8% 24% 22.8% -13.4% -20.0% -2.5% 4.7%
EBITDA 320% 77.7% 42.0% 24.8% 23.6% 6.7% 11.2% 16.1% 17.4%
Adjusted EBITDA 223% 83.3% 37.6% 24.0% 27.8% 17.9% 11.7% 16.6% 16.6%
EBIT 47.0% 155.6% 187.3% 762% 48.1% 19.1% 85% 27.4%  40.4%
Adjusted EBIT 8.5% 121.7% 355% 21.6% 26.1% 17.2% 9.9% 17.4% 19.1%
Pretax profit -20.3% 2155% 65.2% 12.4% 1.6% -3.8% 15.1% 259% 22.4%
After tax profit -13.8% 168.3% 68.2%  19.3% 0.6% -10.7% 19.7% 24.6% 22.4%
Net profit 56.9% 165.0% 125.8% 30.7% -1.7% -21.0% 24.8% 262% 27.4%
Recurring net profit 7.7% 2421% 115.1% 15.9% 5.6% 34.4% 9.5% 32.5% 17.9%
EPS n/a 157.9% 554% 30.7% -1.9% -264% 24.8% 262% 27.4%
Recurring EPS nfa 232.9% 48.0% 15.9% 54% 25.1% 9.5% 32.5% 17.9%
EBITDA margin 39.4% 50.2% 49.5% 51.3% 58.1% 56.3% 64.3% 67.5% 70.9%
Adjusted EBITDA margin 33.3% 43.7% 41.8% 43.0% 50.4% 54.0% 61.9% 652% 68.0%
EBIT margin 224% 32.3% 320% 328% 36.0% 32.5% 365% 385% 41.4%
Adjusted EBIT margin 16.2%  25.8% 24.3% 24.5% 28.3% 30.2% 34.0% 36.2% 38.5%
Pretax profit margin 9.7% 21.9% 252% 235% 21.9% 19.1% 22.6% 257%  28.2%
After tax profit margin 9.7% 186% 21.7% 21.5% 19.8% 16.1% 19.8% 22.3% 24.4%
Net margin 5.3% 10.1% 15.8% 17.2% 156.5% 11.1% 14.2%  16.2% 18.5%
Recurring net margin 3.1% 7.7% 11.4% 11.0% 10.7% 13.0% 14.6% 17.6% 18.5%
Net Interest coverage 2.9 4.4 5.8 5.3 3.9 4.1 3.9 4.2 4.4

Sources: Company, CGIHK Research estimates
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Figure 6: Longyuan balance sheet projection

Balance Sheet (RMB m) 2008 2009 2010 2011 2012 2013 2014 2015E 2016E

Non current assets

PP&E 24290 37,305 50,642 64,967 73,352 79,594 88,307 100,052 109,991
Investment properties 172 133 101 98 76 20 5 5 5
Lease prepayments payments 557 741 876 1,215 1,417 1,657 1,873 1,873 1,873
Intangible assets 5,083 6,086 7,661 8,163 8,322 8,684 8,530 8,101 7,673
Goodwill 0 0 12 12 12 12 12 12 12
Investmentin associates and JV 527 799 1,315 1,554 2,127 2,297 3,602 4,287 4,930
Other assets 350 2,319 3,459 4,962 4,553 4,482 6,282 6,879 6,924
Deferred tax assets 190 205 206 181 194 162 155 155 155

31,169 47,587 64,271 81,151 90,054 96,908 108,765 121,363 131,561

Current assets
Inventories 279 333 632 926 816 753 1,017 834 919
Trade and bill receivables 1,241 2,181 3,474 5,430 7,998 6,708 6,411 6,492 6,904
Prepayments and other current assets 1,805 853 1,502 2,899 3,155 2,365 4,072 4,072 4,072
Restricted deposits 500 492 245 32 232 725 440 440 440
Cash 1,055 16,503 4,089 3,708 5,138 2,715 2,389 3,303 2,899
Others 1 5 419 478 448 500 425 425 425
4880 20,367 10,362 13,473 17,786 13,766 14,753 15,565 15,657
Total assets 36,049 67,954 74,634 94,624 107,840 110,674 123,518 136,928 147,218

Current liabilities

Borrowings 4686 17,087 17,200 19,078 26,170 24,680 36,070 41,670 46,270
Trade and bill payable 2,729 1,943 1,515 1,597 1,261 2,142 1,021 1,736 913
Obligations under finance lease 0 0 0 0 0 0 0 0 0
Other payables 1,918 4,521 6,004 9,004 8,525 9,753 9,039 8,918 9,325
Others 80 140 196 158 119 101 118 118 118

9413 23,692 24915 29,836 36,075 36,676 46,248 52,442 56,626

Non current liabilities

Borrowings 17,345 16,219 19,975 31,828 32482 32961 33,762 37,162 38,562
Deferred income 2,145 2,268 2,225 1,993 1,903 1,876 1,790 1,662 1,635
Others 73 95 104 642 958 1,120 868 868 868

19,564 18,582 22,304 34,462 35343 35957 36421 39,693 40,965

Equity
Paid in capital 3,163 7,464 7,464 7,464 8,036 8,036 8,036 8,036 8,036
Reserves 712 14436 15810 18,444 21,393 22,872 25,021 27,770 31,304
Attributable to equity owner 3,875 21,900 23,275 25909 29429 30,908 33,057 35,807 39,341
Minority interests 3,198 3,780 4,139 4,417 6,992 7,132 7,792 8,987 10,286
7,073 25680 27,414 30,325 36,422 38,040 40,849 44,793 49,627
Total equity and liabilities 36,049 67,954 74,634 94,624 107,840 110,674 123,518 136,928 147,218
BVPS (RMB) - 2.93 3.12 3.47 3.94 3.85 411 4.46 4.90

Sources: Company, CGIHK Research estimates
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Figure 7: Longyuan cash flow projection and key ratios

Cash Flow Statement (RMB m

Pretax profit 616 1,944 3,211 3,609 3,667 3,529 4,062 5114 6,260

Income tax (45) (236) (340) (371) 471) (566) (522) (690) (845)
D&A 1,083 1,590 2,236 2,845 3,697 4,391 5,001 5,778 6,556

Interest expense 932 1,024 1,088 1,677 2,551 2,810 2,971 3,657 3,745

Interestincome (37) (33) (58) (110) (60) (60) (84) (341) (155)
Share of profit / (loss) of JV and associates (53) (105) (228) (60) (140) (60) (454) (684) (643)
Dividend income (47) (16) (1) (62) (46) (56) (55) 0 0

Change in working capital 360 (83) (1,813) (1,633) (2,370) 3,085 1,976 568  (1,040)
Others 30 1 (74) (272) 169 538 (26) 0 0

Operating cash flow 2,840 4,085 4,021 5,624 6,998 13,611 12,868 13,300 13,878

Purchase/(disposal) of PP&E and intangible assets (11,578) (16,121) (17,770) (13,048) (13,392) (10,275) (18,206) (17,160) (15,600)
Acquisition of subsidiaries/disposal of subsidiaries 0 8 (65) (493) (847) (197) (24) 0 0

Investmentin/(disposal of) financial assets, JV & associates (253) (340) (138) (578) (912) (175) (867) 0 0

Dividend received 96 30 45 161 91 218 67 0 0

Interest received 48 32 58 124 87 86 105 341 155

Others 602 1,235 170 (199) 855 45  (1,921) 0 0

Investing cash flow (11,086) (15,156) (17,700) (14,034) (14,117) (10,299) (20,848) (16,819) (15,445)
Net proceeds from issuance of shares 0 17,022 0 0 2,295 0 0 0 0

Capital contribution - equity owner 1,500 492 126 72 30 41 186 0 0

Capital contribution - minority interest 451 0 0 0 0 0 0 0 0

Proceeds from /(repayment of) borrowings 7,922 10,952 3,677 10,506 8,067 (1,272) 12,028 9,000 6,000

Proceeds from senior perpetual securities 0 0 0 0 2,476 0 0 0 0

Interest paid (1,119) (1,567) (1,319) (2,094) (3,025) (3,251) (3,376) (4,088) (4,255)
Dividend paid to equity owner 0 0 (632) (403) (515) (512) (382) (480) (581)
Others (310) (325) (539) (444) (472) (668) (801) 0 0

Financing cash flow 8,444 26,575 1,313 7,637 8,856  (5,662) 7,655 4,432 1,164
Net change in cash 198 15,505 (12,365) (773) 1,736  (2,350) (326) 914 (404)
Valuation

PER (recurring) (x) 162.5 48.6 322 26.6 247 19.3 17.8 14.2 121

Dividend yield 0.0% 0.0% 0.9% 1.1% 1.2% 0.8% 1.0% 1.2% 1.5%
PBR (x) - 22 2.0 1.7 15 1.5 1.4 14 1.3

EV/IEBITDA (x) 43.4 244 17.2 13.8 11.2 10.5 9.4 8.1 6.9

Ratios

Net margin 53% 101% 15.8% 172% 155% 11.1% 14.2% 16.2% 18.5%
ROE 5.9% 5.3% 6.5% 6.9% 6.5% 8.0% 82% 101% 11.0%
ROA 0.7% 1.3% 2.0% 2.0% 1.8% 2.2% 2.2% 2.7% 2.9%
Net debt/Equity 290% 64% 120% 156% 146% 142% 164% 168% 164%
Current ratio 0.52 0.86 042 0.45 0.49 0.38 0.32 0.30 0.28

Sources: Company, CGIHK Research estimates
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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 (6881.hk) 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.

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459
Room 3501-3507, 35/F, Cosco Tower, Grand Millennium Plaza, 183 Queen’s Road Central, Sheung Wan, Hong Kong. General line: 3698-6888.




