Eyes on the Ground

ch [ 58 77 [ B

CHINA GALAXY INTERNATIONAL

o

ITHRS | &k | 201949 H 19 H

| &

KPP

GILCEER e HK$8.34

Tisp 3R B bR HK$12.85

WA ETHR kA () N/A

PIEM SRS 1675.HK

PR ERS: 1675 HK

Ti1E US$773.6m

HK$6,053m

P54 H A : US$0.81m

HK$6.36m

H i AT EANR AL 723.4m

H H s 23.1%
—Price Close —Relative to HSI (RHS)

10.50 100
9.50 89
8.50 78
7.50 67

20
1S
s |, |
Dec-18 Feb-19 May-19 Jul-19
S A

BRI M 3M  12M

A LI (%) 28  -6.7

AR R (%) 1.2 -4

EEBER R E 4t

Skipper Inv Ltd 29.6

CA Software 8.6

WEEER (AN AIRAF 7.2

Eyes On the Ground RFIIREFHFIA IS A F]
IV V-, FEARREANIX A =BT E . M
FAR P AL H VL, E AR E BRI AN
XA EAT T BT

AT

MR EBERLSPRES: AEUCI2)
T (852) 3698 6318

E markpo@chinastock.com.hk
FREX FHIEBESTRES: AlU435)
T (852) 3698 6317

E cmwong@chinastock.com.hk

TSR

BB EHRE

m AR R 2019 4F 4 A 10 HERWHHRE SRS . AR 2019 5 EFEFEIRAN
BAK 5 2015 - 2018 FE R, A E SR B E FRIEKsh 1.

m FHERR, ATFEMZIhAE R TG TR, 0SS 4 iz st 7 E KK
KHl2.

m I SRS RSB AN B B 2500 H S R B AE 2019 4R 2R 4EFT 2020 4E KU

m PSR AT R = WA S BEEE R LS R R R R BRI S, XHBh
Hesh o\ KR K

m RIETIZILRT, WASRHA 2019 FHEFA 12.1 6%, 2020 TiEEN11.0 1%, 5
Hol s BT T RS0 5G REAEBAREL, IXAMAEIFA S T . AR, BREE
i 5G A AREERE, v R TR AN S W AS R, B B s AR
W EINLE

2019 4 _RFImEH K
AR 2019 FAAFIRAIEK 13.2%, =T 2015 4E% 2018 FEME AHFEH K3 (3.0%) ,
BATNRIX A = CFN T H S REKs . BEEERE N BERLEK 6.1%, M
2018 4F L 2P4ER) 212 M INE] 2019 4 L4ER 225 4~ HEEER —HEY KL EFHE
AHESIRN B, IR AR AL T RHL. AR A A 2R i 34.4%,
M 2018 4 _E2RAER) 32 M INE] 2019 E_EEAER 43 4. WASRHE 2019 49 %A [F
ELRF% 17.4% % 7,070 Jiot AR (2018 = R348 8,670 it AR M) o @FEFEL T
R B TN 1.756 140 N IR T BCERI 22 - (bt 2018 4F 2454 2,450 Jiot
AR o WAERHEERR, 2019 EPFEL AR 2.547 L0 AR T, FHIEK 26.9%
(2018 4 L2409 2.007 ZE AR .
M4 T RE B IS A%
7E 5G WX, AEREA RS2 T REETHEMBER A R . 56 ¥4 75 E M 48 T g fE 10
RILBEB I TIE AR, BRI, X R B e T R AR bl T (5 E
K A2 4RI 5G B9k, BN, ‘e fiTn] LSS BARE R . ThRS/M U] F BE R
i [A]SRULCER 5G % 9l o X SEHT R 7 K N S AR AT AR L E KHLIE . WG RHETE M 4%
TR REME T T EUAS T 220k, A FMR T ARG H3E N OSS 4. Fiit A5 R0 MR IEE BSS 41
WAL, T OSS M4 K N &R R B ME K 25 8] . B RE (L EMZ
hEem ) Sy E A, I BARE NG,
Jer BN &R KF f
SR SRR BAR M Re 11, FEIAE 100 2R T\ EHR SRR 7 AR, R
IRXHEE I ERZ LSS B A TREN T, X EE B A w AR EAT L% S 3R Saas )
SRS E RS . AR ESUEEE AR A R XM AR E, XEHEH AR
HIAEN T THE FIEAIR IS RS . 2018 4F, YEAERHS FIE0E k3012 B k&I N 8,250 it
AR, & 2017 FRFHRE. BEIRsh RS 2019 F 2R8I E K 104.6% .

FEREHE (AAAR 2015 2016 2017 2018
PN 47649 48560 49483 5211.0
[F bb AR5 (%) 1,200.4 13 19 53
FHE 17736 16726 16704 18826
ERZE (%) 372 344 338 381
1A (105.2) (2114) 3288 204.1
HRERE (%) (2.2) (4.4) 66 39

kil o R [ BRIE SRR AU, A ], 2

Powered by the
EFA Platform



Eyes on the Ground

€9 T+ B 3R 77 B PR

CHINA GALAXY INTERNATIONAL
IT Services | Hong Kong | September 19, 2019

| Hong Kong

Current price: HK$8.34

Consensus Tgt Price: HK$12.85

Up/downside: N/A

Reuters: 1675.HK

Bloomberg: 1675 HK

Market cap: US$773.6m

HK$6,053m

Average daily turnover: US$0.81m

HK$6.36m

Current shares o/s: 723.4m

Free float: 23.1%
——Price Close —Relative to HSI (RHS)

10.50 100
9.50 89
8.50 78
7.50 67

20

E

E
Dec-18 Feb-19 May-19 Jul-19
Source: Bloomberg

Price performance M 3M 12M

Absolute (%) 2.8 -6.7

Relative (%) -1.2 -4

Major shareholders % held

Skipper Inv Ltd 29.6

CA Software 8.6

Temasek 7.2

This Eyes On the Ground report represents a

preliminary assessment of

the  subject

company, and does not represent initiation into
CGl's coverage universe. It does not carry
investment ratings and CGI does not commit to
regular updates on an ongoing basis.

Analysts

Mark Po
T (852) 3698 6318
E markpo@chinastock.com.hk

Wong Chi Man
T (852) 3698 6317
E cmwong@chinastock.com.hk

Asialnfo Technologies

Time to revisit

m This report is a follow-up to our report on 10 Apr 2019. Asialnfo Technologies
(Asialnfo) reported faster turnover in 1H 2019 than in 2015-2018, which shows that
the Company has identified company-specific growth drivers.

m According to management, Asialnfo achieved breakthroughs in network function
virtualization, and the OSS segment offers huge growth opportunities.

m The impact of reconciliation items such as FX and share based compensation is
expected to fall significantly in 2H 2019 and 2020.

m Asialnfo can leverage its product portfolio and business relationships with telecom
operators to develop its data-driven business, which should create medium- to long-
term growth for the Company.

m Based on market consensus, Asialnfo is trading at 12.1x 2019 PER and 11.0x 2020
PER, which doesn’t look expensive compared with other HK-listed IT services names
and 5G hardware names. We maintain the view that Asialnfo’s weak post-IPO share
price may offer a good revisit opportunity for investors who are looking for non-
hardware exposure to the 5G theme.

Accelerated growth rate in 1H 2019

Asialnfo reported YoY top-line growth of 13.2% in 1H 2019, up from a CAGR of 3.0% in
2015-2018, which in our view, is proof that the Company has identified company-specific
growth drivers. The number of telecom operator customers increased 6.1% YoY, from
212 in 1H 2018 to 225 in 1H 2019. Telecom operators have been expanding their
business portfolio to drive top-line growth, which offers business opportunities for
Asialnfo. The number of large enterprise customers also increased 34.4% YoY, from 32
in 1H 2018 to 43 in 1H 2019. Asialnfo’s net profit decreased 17.4%, from Rmb86.7m in
1H 2018 to RMB70.7m in 1H 2019. The YoY drop in net profit in 1H 2019 was mainly due
to RMB175.6m share-based compensation expenses in 1H 2019 vs. RMB24.5m in 1H
2018. According to Asialnfo, the Company’s adjusted net profit was RMB254.7m in 1H
2019, up 26.9% YoY, from RMB200.7m in 1H 2018.

Breakthrough in NFV

In the 5G era, non-hardware companies will benefit from demand for systems upgrades
and transformation. Network functions virtualization will be required in 5G to provide new
functions and applications, such as network slicing, which will provide an opportunity for
the telecom non-hardware industry. Telecom operators are expected to charge 5G tariffs
in a multi-dimensional mode. For example, they could charge the 5G tariff by data
speed/broadband, by function/network slicing, or by time delay. These new solutions will
provide great opportunities for the telecom non-hardware industry. Asialnfo achieved a
breakthrough in NFV (network functions virtualization), and the Company is likely to break
into the OSS segment. Asialnfo should maintain its leading position in the BSS segment,
and OSS-related business opportunities offer upside. Telecom software systems,
especially network functions virtualization, are extremely complex and have a high entry
barrier.

Non-telecom segment also a growth driver

Asialnfo has leveraged its strong data analyzing capability, with over 100 industry data
mining calculation methods and models, as well as its in-depth understanding of the
operating environment and key points of its customers’ business, to provide SaaS
scenario-driven operation services to customers in different industries. Asialnfo is
concentrating on sophisticated, large-scale projects for SOEs, which have a high entry
barrier and low credit risk. In 2018, Asialnfo’s data-driven operation services reported
revenue of RMB82.5m, double that of 2017. Data-driven services reported 104.6% YoY
growth in turnover in 1H 2019.

Key Financials

(in RMB m)

Revenue 4,764.9 4,856.0 4,948.3 5211.0
Change (yoy %) 1,2004 19 1.9 5.3

Gross Profit 1,773.6 1,672.6 1,670.4 1,882.6
Gross Margin % 37.2 344 33.8 36.1

Net Profit (105.2) (211.4) 328.8 204.1

Net Margin % (2.2) 4.4 6.6 39
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Figure 1: Asialnfo’s turnover in 2015-1H 2019
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Figure 2: R&D expenses as a % of total turnover in 2015-1H 2019
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Figure 3: 5G Value chain
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