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Financial summary and valuation

2017 2018 2019E 2020E 2021E
Revenue (Rmbm) 70,426 85,513 110,263 137,219 164,730
YoY (%) 19% 21% 29% 24% 20%
Underlying net income (Rmbm) 6,930 8,551 10,184 12,250 13,857
YoY (%) 11% 23% 19% 20% 13%
EPS (Rmb) 2.32 2.65 3.71 4.01 4.49
Core EPS (Rmb) 2.05 2.56 3.09 3.71 4.20
ROE (%) 12.6% 14.6% 16.0% 16.9% 16.9%
Net Gearing (%) 63% 65% 66% 66% 61%
Dividend Yield (%) 4.7% 5.6% 5.6% 6.7% 7.6%
PE (x) 5.7 7.6 6.3 5.2 4.6
PB (x) 0.7 1.1 0.9 0.8 0.7

Core EPS is calculated as if all non-recurring items are excluded. P/E is calculated as closing price divided by each year’s core EPS.
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Shimao Property announced its 2018 results, with revenue up 21% YoY to Rmb85.5bn and core net
profit up 23% YoY to Rmb8.6bn, largely in line with our expectations. Management set a sales
growth target of 20% YoY for 2019, similar to its peers. We maintain our core EPS forecasts of
Rmb3.09 in 19E (+20.7% YoY) and Rmb3.71 in 20E (+20.1% YoY), and forecast Rmb4.20 in 21E
(+13.2% YoY). We lift our target price from HK$19.50 to HKS$22.50. With 2% upside, we maintain
our Hold rating.

Results highlights. Revenue from property sales rose 21% YoY to Rmb80.9bn in 2018, 4% lower
than our estimate, revenue from hotels, commercial properties operations, property management
and others rose 27% to Rmb4.6bn. The overall gross margin improved by 1.1ppts from 30.4% in
2017 to 31.5% in 2018, 0.1ppts higher than our forecast. Excluding revaluation gains of Rmb1.9bn
and exchange losses of Rmb2.2bn, attributable core profit reached Rmb8.55bn (+23% YoY), 0.9%
higher than our estimate, or 7% lower than market consensus. It declared final dividend per share
of HKS0.7 (vs. HKS$0.6 in 2017), pushing the full-year DPS to HK$1.2 (+20% YoY), implying a stable
pay-out ratio at 40%-plus, in line with our expectation. As of end-2018, the total debts rose 25% to
Rmb114.2bn, lifting the net gearing ratio by 2ppts to 65%.

Contract sales. Shimao delivered 2018 sales growth of 75% YoY (vs sector average: +c.30% YoY),
with contract sales of Rmb176bn, making it China’s 11th largest developer in terms of sales (vs 16th
in 2017). By contrast, the company experienced slower-than-average sales growth in 2014-17. We
attribute the sales growth improvement to its increased land investment since 2017 and the robust
recovery of regional markets like Fujian to which the firm is heavily exposed. The firm set its 2019
sales target at Rmb210bn (+20% YoY), in line with target growths disclosed by comparable peers.
This was supported by Rmb350bn sellable resources with target sell-through rate guided down
from c.65% in 2018 to c.60% in 2019, while for the first two months it’s achieved sales of Rmb21.5bn
(+26% YoY).

Land bank. We note Shimao’s sales jumped during the last upcycle in 2012-13, before experiencing
a downcycle starting from 2014. It took almost three years for the firm to complete its destocking.
After land costs surged to Rmb68bn in 2017 (vs Rmb30bn in 2016), the firm continued to replenish
its inventory until 4Q18, when the land market started to cool down. During full-year 2018, the
company still spent over Rmb52bn on land. In contrast with 2017, when tier-1 and -2 cities
accounted for 58% and 30% of the firm’s total investment, respectively, Shimao significantly
increased investment in tier-3 and -4 cities in 2018 (c.50% of the total), representing a combined
Rmb25bn (vs Rmb7bn in 2017). Its total land reserves reached 55msgm (or 37msgm in the
attributable sense) as of end-2018, with an average floor cost of Rmb5,386/sqm (33% of the
average contracted selling price in 2018).

Maintain Hold. We maintain our net asset value (NAV) estimate at HK$30, and decrease our NAV
discount from 35% to 25% to account for the lift in valuation of the broad market. We believe the
firm’s current valuation is not overpriced; however, we remain concerned about the large-sized
complex project acquired in Shenzhen and its investment in lower-tier cities over 2017-18. We lift
our target price from HK$19.50 to HK$22.50. With 2% upside, we maintain our Hold rating.

Please refer to the last page for important disclosures Page 1
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Results highlights

Shimao Property announced its 2018 annual results after market closed on Tuesday, in line with
our expectation, and set 20% YoY growth for 2019 sales, similar with comparable peers.

Revenue up 21% YoY to Rmb85.5bn in 2018, of which revenue from property sales up 21% YoY
to Rmb80.9bn, 4% lower than our estimate, revenue from hotels, commercial properties
operations, property management and others rose 27% to Rmb4.6bn.

The overall gross margin improved by 1.1ppts from 30.4% in 2017 to 31.5% in 2018, 0.1ppts
higher than our forecast.

Excluding revaluation gains of Rmb1.9bn and exchange losses of Rmb2.2bn, attributable core
profit reached Rmb8.55bn (+23% YoY), 0.9% higher than our estimate, or 7% lower than market
consensus.

It declared final dividend per share of HK$0.7 (vs. HK$0.6 in 2017), pushing the full-year DPS to
HKS$1.2 (+20% YoY), implying a stable pay-out ratio at 40%-plus, in line with our expectation.

As of end-2018, the total debts rose 25% to Rmb114.2bn, lifting the net gearing ratio by 2ppts to
65%.

Fig 1: Breakdown of revenue Fig 2: Gross margin and net profit margin
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Fig 3: Underlying net profit and growth Fig 4: DPS, core EPS and pay-out ratio
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Fig 5: Cash and total debt Fig 6: Net debt and net gearing ratio
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Contract sales

Shimao delivered 2018 sales growth of 75% YoY (vs sector average: +¢c.30% YoY), with contract
sales of Rmb176bn, making it China’s 11th largest developer in terms of sales (vs 16th in 2017).
By contrast, the company experienced slower-than-average sales growth in 2014-17.

We attribute the sales growth improvement to its increased land investment since 2017 and the
robust recovery of regional markets like Fujian to which the firm is heavily exposed.

The firm set its 2019 sales target at Rmb210bn (+20% YoY), in line with target growths disclosed
by comparable peers. This was supported by Rmb350bn sellable resources with target sell-
through rate guided down from c.65% in 2018 to ¢.60% in 2019, while for the first two months
it’s achieved sales of Rmb21.5bn (+26% YoY).

Fig 7: Contract sales of key listed Chinese developers, 2012-2018 (unit: Rmb bn)

Code Listcos 12A 15A
02007 HK Country Garden 48 106 129 140 309 551 665 123% 21% 9% 120% 78% 21%
02202 HK Vanke 141 171 215 261 364 530 607 21% 26% 22% 39% 45% 15%
03333 HK Evergrande 92 100 132 201 373 501 551 9% 31% 53% 85% 34% 10%
01918 HK Sunac 32 51 66 68 151 362 461 61% 30% 4% 121% 140% 27%
00688 HK COLI 89 111 115 154 185 207 268 24% 2% 28% 17% 10% 30%
00960 HK Longfor 40 48 49 55 88 156 201 20% 2% 11% 62% 77% 29%
01109 HK CR Land 52 66 69 85 108 152 216 27% 4% 23% 27% 41% 42%
01030 HK Future Land 16 21 24 32 65 126 221 28% 16% 33% 104% 94% 75%
00884 HK CIFI 10 15 21 30 53 104 152 61% 38% 43% 75% 96% 46%
00813 HK Shimao 46 67 70 67 68 101 176 46% 5% -5% 2% 48% 75%
02777 HK R&F 33 42 54 54 61 82 131 27% 29% 0% 12% 35% 60%
03383 HK Agile 33 40 44 44 53 81 103 22% 9% 0% 19% 53% 27%
03377 HK Sino-ocean 31 36 40 41 50 71 110 15% 12% 1% 24% 40% 55%
00817 HK China Jinmao 11 15 19 28 37 58 125 36% 27% 50% 35% 55% 115%
01628 HK Yuzhou 7 11 12 14 23 40 56 68% 10% 17% 66% 74% 39%
01813 HK KWG 16 22 27 25 29 38 66 37% 20% -7% 14% 33% 72%
00119 HK Poly Ppty 23 27 24 30 35 38 41 14% -10% 25% 16% 9% 8%
03900 HK Greentown 51 62 79 72 96 103 101 22% 28% -9% 33% 8% -2%
Total/Average 771 1011 1189 1401 2149 3301 4250 31% 18% 18% 53% 54% 29%

Source: Company data, SWS Research

Fig 8: Stake in contract sales and attributable contract sales of major developers, 2015-2018

Interests of contracted sales Attributable contracted sales % Chg yoy
Listcos
02007 HK Country Garden 89% 76% 71% 75% 125 235 389 502 89% 66% 29%
02202 HK Vanke 70% 71% 71% 70% 183 260 377 425 42% 45% 13%
03333 HK Evergrande 95% 95% 95% 95% 191 355 477 524 86% 34% 10%
01918 HK Sunac 64% 69% 73% 71% 43 104 266 326 139% 155% 23%
00688 HK coLl 95% 95% 91% 90% 146 176 188 241 21% 7% 28%

Please refer to the last page for important disclosures Page 3
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00960 HK Longfor 85% 75% 70% 70% 46 66 109 140 43% 65% 28%
01109 HK CR Land 90% 86% 85% 85% 77 93 129 183 21% 39% 42%
01030 HK Future Land 78% 77% 79% 77% 25 50 100 170 100% 100% 70%
00884 HK CIFI 66% 55% 53% 50% 20 29 55 76 45% 88% 38%
00813 HK Shimao 75% 73% 74% 75% 50 50 75 132 0% 50% 76%
02777 HK R&F 100% 100% 100% 100% 54 61 82 131 12% 35% 60%
03383 HK Agile 93% 93% 90% 79% 41 49 73 81 19% 49% 11%
03377 HK Sino-ocean 80% 69% 71% 60% 32 35 50 66 8% 43% 32%
00817 HK China Jinmao 65% 68% 68% 63% 18 26 39 78 40% 54% 100%
01628 HK Yuzhou 91% 90% 74% 70% 13 21 30 39 64% 44% 31%
01813 HK KWG 81% 78% 75% 65% 20 22 29 42 11% 29% 48%
00119 HK Poly Ppty 80% 75% 70% 66% 24 26 27 27 9% 1% 2%
03900 HK Greentown 54% 53% 53% 55% 39 51 55 56 32% 7% 1%
Total/Average 81% 78% 76% 73% 1148 1709 2548 3240 49% 49% 27%

Source: Company data, SWS Research

Land bank

We note Shimao’s sales jumped during the last upcycle in 2012-13, before experiencing a
downcycle starting from 2014. It took almost three years for the firm to complete its destocking.

After land costs surged to Rmb68bn in 2017 (vs Rmb30bn in 2016), the firm continued to
replenish its inventory until 4Q18, when the land market started to cool down.

During full-year 2018, the company still spent over Rmb52bn on land.

In contrast with 2017, when tier-1 and -2 cities accounted for 58% and 30% of the firm’s total
investment, respectively, Shimao significantly increased investment in tier-3 and -4 cities in 2018
(c.50% of the total), representing a combined Rmb25bn (vs Rmb7bn in 2017).

Its total land reserves reached 55msgm (or 37msqgm in the attributable sense) as of end-2018,
with an average floor cost of Rmb5,386/sqm (33% of the average contracted selling price in 2018).

Fig 9: Shimao’s land investment against contracted sales, 2009-2018 Fig 10: Shimao’s land reserves newly added and corresponding floor cost, 2009-2018
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Fig 11: Shimao ’s land investment by city type in 2018 (value) Fig 12: Shimao ’s land investment by city type in 2018 (area)
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Fig 13: Shimao's city coverage
# of cities 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Tier-1 1 1 1
Tier-2 5 2 1 3 2 1
Tier-3 1 2 1 2 2 1 2 4
Lower tier 1 1 1 1 10
Total 5 4 3 1 4 7 1 1 5 15

Source: Company data, SWS Research

Maintain Hold

We maintain our net asset value (NAV) estimate at HKS$30, and decrease our NAV discount from
35% to 25% to account for the lift in valuation of the broad market.

We believe the firm’s current valuation is not overpriced; however, we remain concerned about
the large-sized complex project acquired in Shenzhen and its investment in lower-tier cities over
2017-18.

We lift our target price from HK$19.50 to HK$22.50. With 2% upside, we maintain our Hold rating.

Fig 14: Valuation and target price of key listed Chinese developers

Market Cap ) Target price PB (x) Dividend yield ) Shares Performance
Company Code Rating NAV Disc

(HKSbn) (HKS) 18E 19E 18E 19E 2017 2018 2019

coLl 00688 HK 310 Hold 31.45 8.4 7.4 1.1 1.0 3.4% 3.9% -24% 25% 8% 5%
Country Garden 02007 HK 257 Hold 10.92 6.6 6.2 1.9 1.5 4.7% 5.0% -29% 248% -33% 25%
CR land 01109 HK 226 Outperform 36.10 10.3 8.4 1.4 1.3 3.7% 4.5% -23% 36% 35% 8%
Longfor 00960 HK 151 Hold 24.91 10.4 8.7 1.6 1.5 3.8% 4.6% -11% 106% 20% 13%
Shimao 00813 HK 75 Hold 22.50 7.6 6.3 11 0.9 5.6% 5.6% -26% 73% 22% 6%
CIFI 00884 HK 44 Hold 5.70 6.9 6.2 1.5 1.2 5.2% 5.7% -40% 138% -14% 36%
Sino-ocean 03377 HK 24 Hold 3.68 8.2 4.1 0.3 0.3 6.6% 9.7% -69% 60% -34% -6%
KWG 01813 HK 26 Hold 8.62 5.5 4.9 0.7 0.7 6.4% 7.1% -41% 128% -34% 23%
Yuzhou 01628 HK 18 Outperform 4.58 45 3.5 0.9 0.8 7.8% 8.8% -47% 74% -19% 37%
Poly Ppty 00119 HK 11 Outperform 3.62 5.7 2.9 0.4 0.3 5.3% 10.5% -63% 58% -38% 23%
7.4 5.8 1.1 1.0 5.2% 6.5% -37% 95% -9% 17%

Source: Bloomberg, Company data, SWS Research
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Appendix, Financial statements

Figure 1: Forecast Income Statement

RMB mn 2013A 2014A 2015A 2016A 2017A 2018A 2019E 2020E 2021E
Revenue 41,502 56,081 57,733 59,286 70,426 85,513 110,263 137,219 164,730
Property sales 39,503 53,567 54,595 56,197 66,796 80,907 105,251 131,763 158,788
Property rentals 556 687 739 710 992 1,091 1,146 1,203 1,263
Hotel mgmt revenue 979 1,178 1,302 1,466 1,708 1,908 2,099 2,309 2,540
Others 465 648 1,097 913 930 1,607 1,768 1,944 2,139
Cost of Sales (26,862) (37,855) (41,285) (42,938) (48,996) (58,564) (77,397)  (99,276)  (122,659)
Gross Profit 14,641 18,225 16,448 16,349 21,429 26,949 32,866 37,944 42,071
Revaluation gains 1,031 1,511 2,777 1,997 679 1,910 1,529 1,605 1,606
Other income 845 502 1,571 839 545 297 731 705 716
Distribution expenses (1,306) (1,496) (1,615) (1,353) (1,462) (2,023) (2,428) (2,913) (3,496)
Administrative expenses (2,283) (2,808) (3,278) (2,743) (2,990) (3,429) (3,943) (4,535) (5,215)
Other operating expenses (592) (263) (288) (269) (524) (495) (520) (546) (573)
EBIT 12,336 15,671 15,614 14,820 17,679 23,210 28,234 32,260 35,109
Profits from JCEs 843 (175) (483) (448) (315) (234) 241 248 255
Finance Costs (122) (241) (1,409) (1,176) 1,328 (337) 1,105 (456) (475)
Profit before tax 13,057 15,256 13,722 13,196 18,692 22,639 29,580 32,052 34,890
Tax expense (4,832) (5,769) (5,564) (5,685) (8,121) (10,327) (12,530)  (13,618)  (14,216)
Inc tax (2,725) (3,929) (3,868) (3,674) (4,108) (5,383) (7,335) (7,951) (8,659)
LAT (2,107) (1,840) (1,696) (2,012) (4,013) (4,538) (5,195) (5,667) (5,558)
Deferred (406)
Profit for the year 8,225 9,488 8,159 7,510 10,571 12,312 17,050 18,433 20,674
Minority interests (836) (1,384) (2,043) (2,339) (2,730) (3,476) (4,814) (5,204) (5,837)
Profit attr to shareholders 7,390 8,104 6,116 5,172 7,840 8,836 12,237 13,229 14,837
Dividends paid (2,196) (2,456) (1,985) (2,465) (2,896) (3,641) (3,565) (4,288) (4,850)
Basic EPS (RMB) 2.13 2.34 1.77 1.506 2.32 2.65 3.71 4.01 4.49
Diluted EPS (RMB) 2.13 2.34 1.76 1.504 2.32 2.64 3.70 4.00 4.48
DPS (RMB) 0.63 0.74 0.59 0.68 0.86 1.09 1.08 1.30 1.47
Core EPS (RMB) 2.11 2.29 1.79 1.82 2.05 2.56 3.09 3.71 4.20
Source: Company data, SWS Research
Figure 2: Forecast Balance Sheet
RMB mn 2013A 2014A 2015A 2016A 2017A 2018A 2019E 2020E 2021E
Land use rights 5,645 7,287 7,922 8,219 8,177 7,966 8,763 9,639 10,603
Investment property 26,942 26,976 30,025 32,271 34,036 36,891 39,184 41,592 44,002
PP&E 10,378 11,952 11,572 13,494 13,514 14,577 14,723 14,870 15,019
JV Assets 7,015 9,792 10,683 10,096 14,947 16,966 18,663 20,529 22,582
Others 7,839 7,641 9,115 8,634 14,354 12,348 12,965 13,614 14,294
Non-current assets 57,819 63,648 69,318 72,713 85,027 88,748 94,298 100,244 106,499
Properties under development 62,560 83,540 100,727 101,568 102,676 192,690 202,789 211,754 217,538
Completed properties held for sale 11,605 21,167 18,140 18,775 18,000
Cash and cash equivalents 17,026 20,472 22,592 19,359 28,537 43,688 41,647 39,656 42,508
Restricted cash 2,547 3,463 3,818 2,876 4,469 5,888 6,182 6,492 6,816
Receivable 11,217 12,457 14,787 20,257 15,584 19,923 20,919 21,965 23,063
Pre-paid land premiums 9,632 12,753 11,134 17,951 21,606 6,391 6,711 7,046 7,398
Others 3,362 3,034 3,739 8,405 31,659 20,269 21,956 23,728 25,589
Current assets 117,949 156,886 174,937 189,190 222,531 288,849 300,205 310,641 322,912
Total assets 175,768 220,533 244,255 261,903 307,558 377,597 394,503 410,885 429,412
Share capital and premiums 356 356 356 349 349 342 342 342 342
Retained earnings 41,386 46,507 49,805 52,107 57,286 58,893 67,565 76,506 86,493
Majority interests 41,742 46,863 50,162 52,456 57,635 59,234 67,906 76,848 86,835
Minority interests 10,110 18,120 24,588 31,261 34,912 40,946 42,174 43,440 44,743
Perpetual securities 4,500 4,200 5,100 5,100 5,100 5,100
Total equity 51,852 64,983 74,749 88,217 96,747 105,280 115,181 125,388 136,678
Borrowings 37,554 43,269 52,867 49,188 69,309 77,825 84,825 89,825 94,826
Deferred Tax 3,985 4,339 5,858 5,889 6,025 6,596 6,926 7,273 7,636
Non-current liabilities 41,539 47,609 58,726 55,077 75,335 84,421 91,751 97,098 102,462
Advanced sales proceeds 29,901 33,220 30,767 31,903 34,117 47,173 49,532 52,008 54,609
Trade Payable 20,995 29,866 25,963 27,308 33,524 50,585 53,114 55,770 58,558
Borrowings 11,775 18,725 16,954 17,755 18,195 31,306 30,806 30,306 29,807
Tax payable 9,327 11,018 12,460 13,683 15,641 20,295 21,310 22,375 23,494
Payable to partners 10,336 14,731 24,448 27,789 33,869 38,235 32,499 27,624 23,481
Others 43 381 189 171 131 301 309 316 322
Current liabilities 82,377 107,942 110,780 118,609 135,477 187,895 187,571 188,400 190,272
Total liabilities 123,916 155,550 169,505 173,686 210,812 272,316 279,322 285,497 292,734
Total equity and liabilities 175,768 220,533 244,255 261,903 307,559 377,597 394,502 410,885 429,411

Source: Company data, SWS Research
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Figure 3: Forecast Cash Flow Statement

(RMB mn) 2013A 2014A 2015A 2016A 2017A 2018A 2019E 2020E 2021E
Cash generated from/(used in) operations (4,012) (4,068) 5,096 6,000 23,323 9,627 12,000 13,000 13,650
Tax and Interest payment (6,935) (8,695) (9,799) (9,460) (11,844) (12,436) (13,058) (13,711) (14,396)
Others 26 809 2,495
Net cash generated from operating activities (10,921)  (11,954) (2,208) (3,460) 11,479 (2,809) (1,058) (711) (746)
Acquisitions (907) (1,585) (2,364) (2,395)  (25,957) (7,787) (7,865) (6,292) (5,034)
Others (5,113) 1,390 1,321 (3,006) 2,952 3,100 3,410 3,444 3,478
Net cash generated from Investing activities (6,020) (195) (1,043) (5,401)  (23,005) (4,688) (4,455) (2,848) (1,555)
Proceeds from issuance of shares (795) (65)
Net borrowings 8,335 12,665 7,827 (81) 22,290 22,527 6,500 4,500 4,502
Dividend payment (1,549) (2,196) (2,456) (2,325) (2,541) (2,896) (3,641) (3,565) 0
Others 11,399 4,912 8,804 1,044 3,017 614 633 652
Net cash generated from financing activities 18,185 15,381 5,371 5,603 20,728 22,647 3,473 1,568 5,154
Increase in cash and cash equivalents 1,244 3,232 2,119 (3,258) 9,202 15,151 (2,040) (1,991) 2,852
Cash and cash equivalents at beginning of year 15,894 17,026 20,472 22,591 19,359 28,537 43,688 41,647 39,656
Exchange losses on cash and cash equivalents (113) 215 26 (24)
Cash and cash equivalents at end of the year 17,026 20,472 22,591 19,359 28,537 43,688 41,647 39,656 42,508

Source: Company data, SWS Research
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Information Disclosure :

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he/she nor his/her associate serves as an officer
of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations reviewed or any third party has provided or
agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company or the group company (ies). A group company
(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market making activities for any of the listed corporation reviewed; or
(ii) do not have any individual employed by or associated with any group company(ies) of the Company serving as an officer of any of the listed corporation reviewed; or
(iii) do not have any financial interest in relation to the listed corporation reviewed or (iv) do not, presently or within the last 12 months, have any investment banking
relationship with the listed corporation reviewed.

Undertakings of the Analyst

I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered as the Securities
Analyst. | hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only legitimate information is used in
this report. | am also responsible for the content and opinions of this report. | have never been, am not, and will not be compensated directly or indirectly in any form for
the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of Shenwan Hongyuan Securities. The company is a qualified securities investment consulting institute approved by China Securities Regulatory
Commission.

Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market trends of securities
and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating, etc. by issuing securities research
reports solely to its clients.

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant disclosure materials or
log into www.swsresearch.com for the analysts' qualifications > the arrangement of the quiet period and the affiliates’ shareholdings.

Introduction of Share Investment Rating

Security Investment Rating :

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report, we define the
terms as follows:

BUY: Share price performance is expected to generate more than 20% upside over a 12-month period.

Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period.

Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period.

Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period.

SELL: Share price performance is expected to generate more than 20% downside over a 12-month period.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the report, we define
the terms as follows:

Overweight : Industry performs better than that of the whole market ;

Equal weight @ Industry performs about the same as that of the whole market ;

Underweight : Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative rating method to
recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, such as their portfolio structures
and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and information and shall not rely solely on the investment
ratings to reach a conclusion. The Company employs its own industry classification system. The industry classification is available at our sales personnel if you are interested.
HSCEI is the benchmark employed in this report.

Disclaimer :

This report is to be used solely by the clients of SWS Research Co., Ltd. (subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the “Company”). The Company
will not deem any other person as its client notwithstanding his receipt of this report.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The materials, tools,
opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for the sale or purchase of any security
or other investment instruments.

The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions, which are
subject to the complete report released on the Company’s website (http://www.swsresearch.com). The clients may ask for follow-up explanations if they so wish.

The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released. The prices, values and investment
returns of the securities or investment instruments referred to herein may fluctuate. At different periods, the Company may release reports which are inconsistent with
the materials, opinions and estimates contained herein.

Save and except as otherwise stipulated in this report, the contactor upon the first page of the report only acts as the liaison who shall not provide any consulting services.
The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment decisions solely on
this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any event, the company will not share
gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or losses of securities investment is invalid. The
investment and services referred to herein may not be suitable for certain clients and shall not constitute personal advice for individual clients. The Company does not
ensure that this report fully takes into consideration of the particular investment objectives, financial situations or needs of individual clients. The Company strongly
suggests the clients to consider themselves whether the opinions or suggestions herein are suitable for the clients’ particular situations; and to consult an independent
investment consultant if necessary.

Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under no circumstances
shall the Company be held responsible for any loss caused by the use of any contents herein by anyone. Please be particularly cautious to the risks and exposures of the
market via investment.

Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation for this report
where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this report. Unless
otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior authorization by the Company in writing,
no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by any means, or be used in any other ways which will
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infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein are trademarks, service marks or marks of the Company, and no
one shall have the right to use them at any circumstances without the prior consent of the Company.

This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the laws of the Hong Kong under the SFO).
This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of
the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling within Article 49(2)(a) to (d) (“High Net
Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as “Relevant Persons”). This document is directed only at
Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this document or any of its contents.

Distribution in Singapore

If distributed in Singapore, this report is meant only for Accredited Investors and Institutional Investors as defined under Section 4A of the Securities and Futures Act of
Singapore. If you are not an Accredited Investor or an Institutional Investor, you shall ignore the report and its contents. The Singapore recipients of the report are to
contact the Singapore office of Shenwan Hongyuan Singapore Private Limited at 65-6323-5208, or 65-6323-5209 in respect of any matters arising from, or in connection
with, the report.
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