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Financial summary and valuation

2016 2017 2018E 2019E 2020E
Revenue (Rmbm) 22,224 31,824 42,508 55,673 70,007
YoY (%) 22% 43% 34% 31% 26%
Underlying net income (Rmbm) 2,824 4,082 5,617 7,175 8,955
YoY (%) 28% 45% 38% 28% 25%
EPS (Rmb) 0.42 0.68 0.74 0.96 1.19
Core EPS (Rmb) 0.42 0.58 0.72 0.92 1.15
ROE (%) 20% 23% 25% 26% 27%
Net gearing (%) 50% 70% 77% 75% 68%
Dividend yield (%) 6.5% 5.4% 6.8% 8.7% 10.8%
PE (x) 42 6.5 5.1 4.0 3.2
PB (x) 0.8 1.3 1.2 1.0 0.8

Note: 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.

Shanghai-based private property developer CIFl released its 1H18 interim results, with revenue up
64% YoY, interim dividend up 40% YoY, and core earnings up 59% YoY (c.10ppts higher than our
forecast). We maintain our diluted EPS forecasts of Rmb0.74 in 18E (+8.8% YoY), Rmb0.96 in 19E
(+29.7% YoY), and Rmb1.19 in 20E (+24.0% YoY). However, given lower-than-expected margin and a
deteriorating net gearing ratio amid the current weakening market, we revise down our target price
from HKS$5.75 to HK$4.80. With 12% upside, we maintain our Outperform recommendation.

Results highlights. In 1H18, CIFI recorded revenue of Rmb18.4bn (+64% YoY), while core earnings
reached Rmb2.4bn (+59% YoY), c.10% higher than our estimation, while in line with its guided
50%-plus YoY stated in the positive profit alert released in end-July, mainly attribute to sizable gains
on re-measurement and deferred taxation. Besides, after excluding the effects of accounting
treatment due to financial consolidation of certain projects as subsidiaries of the Group, its gross
margin improved from 31.6% in 1H17 to 33.7% in 1H18, while net margin declined from 13.7% in
1H17 to 13.3% in 1H18. Core EPS rose 41% YoY to Rmb0.32. CIFl declared an interim dividend per
share of Rmb0.061 (+40% YoY), implying a pay-out ratio of 20%, the same as in 1H17.

Balance sheet. As of mid-2018, the company’s cash on hand rose from Rmb30bn in end-2017 to
Rmb39bn, while the total interest-bearing debt increased from Rmb47bn to Rmb71bn, thus pushing
the net gearing ratio from 50.9% in end-2017 to 72%, or from 70% in end-2017 to 89% when taking
perpetual securities as debts, exceeding our forecast of c.80%. The average borrowing cost slightly
up from 5.2% in end-2017 to 5.3% in mid-2018, and we expect to see rising finance cost, as CIFI
recently issued Rmb2.5bn corporate bonds at 5.46% in early-Aug.

Contract sales. CIFl achieved contracted sales of Rmb66bn in 1H18 (+40% YoY) with sold area of
4.3msgm (+69% YoY), thus the average selling price dropped to Rmb15,311/sqm (-17% YoY). CIFI set
the 2018 full-year sales target at Rmb140bn (+35% YoY), implying a sales growth of 30% YoY in 2H18.

Land replenishment. CIFI acquired 67 projects in 1H18 and another 5 projects in July, at an
attributable cost of Rmb34.7bn, adding attributable gross floor area of 5.6msqm, implying average
floor cost of Rmb6,276/sqm. As of mid-2018, CIFI’s total land reserve amounted to 40.4msgm or
21.1msgm in an attributable sense, with average floor cost of Rmb6,500/sqm (c.42% of current ASP).

Maintain Outperform. The stock currently trades at 5.1x 18E PE, 1.2x 18E PB, and 55% discount to
NAV. We expect to see encouraging sales growth in 2H18, and maintain our core EPS forecasts of
Rmb0.72 in 18E (+24% YoY), Rmb0.92 in 19E (+28% YoY), and Rmb1.15 in 20E (+25% YoY). We
maintain our NAV estimate at HK$9.60, and increase our target NAV discount from 40% to 50%. As
such, we lower our target price from HKS$5.75 to HK$4.80. With 12% upside, we maintain our
Outperform recommendation.
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Rl FiARMAGAREKEE, TEBRN

BEMT EENREFLEEELERTAZAEAEFHLE, HESFE LFETWRAMEL
LEFESBIRLIEK 64%M 59%, FEHDRFARSFELEMA. BlSFRRR11T
B 10%, BS5ARLALHHREXRMAN, MEFBEMARESEMETRE. RIAA
RBEBRMRE AT E Rt — SR AR EEEE, TABRMEEE so%iTiFF TEER
NE 488M, HHBHTR.

ASELEE, NRATHEWRAFLEK 64%E 184 27T, REHLSFARIEK 59% %
24278, BHEMNTHY 10%, BES5ATE 7 BRLXHGNBEABEN, FBERAEEX
MRFRER MBI T EWE . SRR, EHREZTREMSHERAEDMHE TR
HROSITHIBEMZ G, AREFZEMN 2017 £ EHREH 31.6%KEZESE LFER 31.6%,
EIEREFIZRM 2017 £ EHER 13.7% METEZESE EFER 13.3%. ARSI 2FIEE
€ 41%E 032 7T, W, ARAERIKLZPHREANEA 0061 7T (FELEIGK 40%) , IFRAR
BRIRER 20%, SEEREEHTE.

BILESE 6 BR, AFIFHWEM 2017 F£5RH 300 ZTEKE 390 27T, FAHARERAGENIER
M 2017 FEFRAY 470 {Z T KIBIEHKE 710 27T, HUESIATERMHREMN 2017 FXRA 50.9%.L
HE 72%, BIGKERIT GRS, WAREGREMN 2017 FRM 70% EHZE 89%, BH AT
HAHD 80%7KF . St [ERT, A B RS BRI 2017 F£ERHI 5.2%/ME EFAESEF 6 AKREY 5.3%,
HNFORAE A TRERE LA, BATT 8 BHMISERAIT 25 2 AR, BA R 5.46%.

SE FEE, NAITMEAHEES TR K 0% F 660 27T, HN & AHETAE LK 69%
E 430 AEXK, EHSEENKRNELE T 17%ZE 15311 7T/FEK. AT 2018 FEAHERT
EA 1400 127t (FEEEiE4 35%) , Fit, HITTEAR TEFEEABET R LIEBRFIE 30%.

RNAFASELFEHE 67 MAH. HTF 7 AFHE s NMAE, MET TR 347 125T, #ith
WEZFER 560 H K, WMEFHEMMAR 6276 JT/FHK. BIESE 6 AR, ARELH
&L 4040 FIK, WETMEEIA 2110 HEXK, MR FHLHAR 6500 7T/FHK, G
BUEHEHIM LA 42%.

AR BEEIRMIESET 5.1 f5 18 £ PE, 1.2 {5 18 £ PB, FH~EIMN 55%. FKMFH AR TH
FHERLRERE, RETRANFIEERMAREREEIRETSHEFE—SEZN
BERE B RANERF LT 2018-2020 FEIAZLEFETUNE S 54 0.72 7T (EIELIBK 24%)
0.92 7t ([FEILLiEiC 28%) #1 1.15 T (EELEK 25%) , HEFRERPESTER 9.6 8M, X
B#rMEEZR soxifith, HTEBRNE 4.8 8™ GELLEBRMNA 5.75 ) , REMNIESE
12%3808, HAERFBEERIERHTR.
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Fig 1: Geographical footprints of city market expansion
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Source: Company data, SWS Research

Fig 2: Land purchase and percentage as of contract sales, 2011-2017

Land purchase by value (Rmbbn) As % of contracted Sales
Listcos 2009 2010 2011 2012 2013 2014 2015 2016 2017 2009 2010 2011 2012 2013 2014 2015 2016 2017
CIFI 2 2 3 3 11 6 13 13 45 36% 47% 83% 39% 100% 41% 65% 44% 82%
KWG 3 10 4 2 6 8 4 24 30 44% 88% 35% 16% 36% 36% 21% 109%  105%
Country Garden 3 7 8 10 28 16 43 128 327 15% 20% 19% 21% 27% 13% 34% 54% 85%
R&F 9 9 5 4 44 7 4 14 57 36% 27% 17% 12% 104% 12% 8% 23% 78%
Shimao 12 21 10 4 35 19 21 30 67 54% 68% 33% 9% 52% 27% 31% 44% 75%
Longfor 18 19 9 19 15 18 24 53 81 100% 58% 24% 47% 34% 41% 52% 81% 74%
Sino-ocean 9 31 8 4 1 16 7 10 30 63% 144% 29% 13% 3% 40% 17% 20% 60%
coLl 23 21 24 36 51 42 71 76 105 54% 39% 34% 40% 46% 37% 46% 42% 55%
Vanke 25 59 25 44 75 29 79 125 196 39% 55% 20% 31% 44% 13% 30% 34% 52%
CR land 19 10 11 6 28 22 29 47 65 78% 47% 30% 11% 42% 32% 34% 43% 50%
Yuzhou 3 2 0 1 6 5 5 17 15 95% 43% 12% 25% 68% 51% 41% 86% 46%
Sunac 1 4 8 11 26 12 21 110 100 17% 53% 46% 43% 74% 30% 48% 106% 39%
Poly Ppty 12 13 4 2 9 11 3 2 8 148%  112% 25% 9% 34% 46% 9% 6% 26%
Average 128 195 116 144 326 199 322 646 1118 50% 54% 27% 27% 46% 24% 35% 50% 67%

Source: Company data, SWS Research

Fig 3: Bonds and senior notes issued by Chinese developers on onshore and offshore market,
2012-1H18

(Rmbbn) Onshore Interbank mkt Exchange mkt Stock Offshore Total
2010 6 3 3 45 51
2011 6 4 2 54 61
2012 49 30 19 51 101
2013 42 27 15 145 187
2014 279 159 117 167 446
2015 660 208 366 73 733
2016 1120 256 624 78 1198
2017 390 273 91 263 652
6M18 231 151 80 198 429

Source: Wind, Company data, SWS Research

Fig 4: Payment of outstanding offshore notes for major Hong Kong listed developers

Due Country Poly

(USSm) COLI Garden CR land Sunac Longfor Evergrande R&F Shimao Sino-ocean KWG Poty Yuzhou CIFI Jinmao
2018 500 500 800 500 130
2019 800 2,250 800 400 400 500 600 350 500
2020 1,000 900 400 500 700 600

2021 750 650 600 600 575 500 500
2022 700 700 600 450 1,000 725 2,100 1,150 350 285 500
2023 1,250 1,650 450 300 3,600 600 250 300

2024 700 700 1,000 700 400

2025 600 4,700 500

Afterwards 2,050 350 450 500 1,500 1,100 300 600 1,800

Please refer to the last page for important disclosures
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Total 7,000 7,700 1,950 2,500 1,250 13,300 2,725 2,600 3,000 2,150 500 1,475 2,635 3,430
Source: Wind, Company data, SWS Research

Fig 5: Payment of outstanding onshore bonds for major Hong Kong listed developers

:)R'::bm) coLl ZZL:::: CR land Sunac Longfor  Evergrande R&F Shimao  Sino-ocean KWG Poly Ppty Yuzhou CIFI Jinmao
2018 6000 2000 3000 2000 1500 1000
2019 7000 2000 11000 2000 6500 5000

2020 4000 15870 3800 7500 5700 35000 28200 11300 4000 4160 3000 4000

2021 11000 10000 9500 4700 3000 10600 7240 12000 5800 4000 3000
2022 1000 1200 5000 10000 8200 12250 1400 4500 3240 800 7200
2023 7830 3500 7800 6000 950 14500 2700

2024 6700

2025 4500

Afterwards 6000 1500 1600 2000
Total 22000 46700 20000 25000 32900 54200 56000 29440 25000 29300 0 10000 13000 13200

Source: Wind, Company data, SWS Research

Fig 6: Foreign exchange loss/gain if Rmb6.7/USS$1 Fig 7: Foreign exchange loss/gain if Rmb7.0/USS$1
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Fig 8: Valuation and target price

Market Target Dividend Shares
Company Code Cap price NAV Disc yield Performance
(HK$bn) (HKS) 17A 18E 2017 2018
coLl 688 HK 249 Hold 28.00 7.7 6.8 5.8 1.0 0.9 0.8 -35% 3.5% 3.9% 25% -10%
Country Garden 2007 HK 237 Hold 12.81 8.2 6.2 5.2 2.1 1.7 1.4 -40% 4.2% 5.6% 248% -27%
CR land 1109 HK 181 Outperform 32,51 100 7.9 6.4 13 1.2 1.0 -36% 3.7% 4.7% 36% 14%
Longfor 960 HK 115 Outperform 27.50 102 8.2 6.5 1.4 1.2 11 -28% 4.7% 5.1% 106% 2%
Shimao 813 HK 67 Hold 19.60 8.4 6.9 5.7 1.0 0.9 0.8 -29% 5.0% 5.3% 73% 17%
Sino-ocean 3377 HK 30 Outperform 6.84 6.4 5.1 43 0.4 0.4 0.4 -68% 8.1% 8.1% 60% -27%
KWG 1813 HK 25 Hold 10.62 6.1 5.1 4.6 0.8 0.7 0.6 -43% 6.1% 7.3% 128% -12%
Poly Ppty 119 HK 11 Outperform 4.75 7.8 4.1 3.4 0.4 0.4 0.3 -63% 4.6% 7.8% 58% -29%
Yuzhou 1628 HK 15 Outperform 5.88 43 3.5 2.8 1.0 0.9 0.7 -56% 73%  10.3% 74% -12%
CIFI 884 HK 33 Outperform 4.80 6.4 5.1 4.0 1.3 1.2 1.0 -55% 5.5% 6.8% 125% -9%
7.5 5.9 4.9 1.1 0.9 0.8 -45% 5.3% 6.5% 93% -9%

Source: Bloomberg, Company data, SWS Research

Please refer to the last page for important disclosures
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APPENDIX, Financials

Figure 1: Forecast Income Statement

Rmb mn 2013A 2014A 2015A 2016A 2017A 2018E 2019E 2020E
Revenue 11,909 16,179 18,231 22,224 31,824 42,508 55,673 70,007
Sales of properties 11,579 15,654 17,047 20,713 30,295 40,520 53,182 67,009
Rental income 48 42 41 62 94 123 160 199
Property mgmt and other income 282 484 1,143 1,449 1,435 1,865 2,332 2,798
Cost of sales and services (8,841) (11,993) (14,087) (16,579) (23,203) (31,488) (41,437) (52,140)
Gross profit 3,069 4,187 4,144 5,646 8,621 11,019 14,236 17,867
Other income, gains and losses 175 247 542 162 796 359 520 523
Revaluation gains 757 245 128 (100) 658 691 725 761
Selling and marketing expenses (309) (319) (371) (524) (610) (780) (975) (1,219)
Administrative expenses (514) (529) (607) (879) (1,268) (1,623) (2,029) (2,536)
EBIT 3,177 3,830 3,835 4,304 8,198 9,666 12,477 15,397
Finance costs (188) (386) (203) (530) (262) (430) (540) (595)
Share of profits and losses of JVs (14) (119) 173 1,063 2,106 2,169 2,494 2,868
Profit before tax 2,975 3,325 3,805 4,837 10,041 11,405 14,431 17,670
Income tax (934) (1,325) (1,334) (1,672) (3,893) (3,801) (4,988) (6,269)
Enterprise income tax (442) (861) (950) (1,066) (2,253) (2,851) (3,608) (4,418)
LAT (321) (473) (318) (602) (2,124) (1,459) (1,915) (2,412)
Deferred (171) 8 (66) (4) 485 509 534 561
Profit for the year 2,041 2,000 2,471 3,164 6,149 7,604 9,443 11,401
Owners of perpetual capital instruments 0 36 38 0 0 216 221 225
Other non-controlling interests 147 103 337 357 1,320 1,611 1,772 1,949
Profit attr to shareholders 1,894 1,861 2,095 2,808 4,828 5,777 7,450 9,227
Dividends paid (333) (525) (624) (776) (1,432) (1,966) (2,511) (3,134)
Basic EPS (RMB) 0.33 0.31 0.32 0.42 0.68 0.74 0.96 1.19
Diluted EPS (RMB) 0.33 0.31 0.32 0.42 0.66 0.74 0.96 1.19
DPS (RMB) 0.06 0.09 0.10 0.12 0.20 0.25 0.32 0.40
Core EPS (RMB) 0.26 0.32 0.34 0.42 0.58 0.72 0.92 1.15

Source: Company data, SWS Research

Figure 2: Forecast Balance Sheet:

Rmb mn 2013A 2014A 2015A 2016A 2017A 2018E 2019E 2020E
Investment properties 4,650 5,206 5,842 5,773 14,402 15,411 16,489 17,314
PP&E 47 48 49 76 85 93 103 113
Prepaid lease payment 58 58 33 33 33 34 36 38
Investment in JVs 4,299 7,907 7,698 8,839 8,626 9,489 10,438 11,168
Investment in property projects 0 0 0 529 622 684 753 828
Available-for-sale investments 54 54 54 741 624 686 755 830
Derivative financial instruments 0 0 0 315 0 0 0 0
Deferred taxation assets 147 214 287 320 503 568 642 706
Deposits paid for acquisitions of equity interests 0 0 0 622 641 725 819 901
Long-term deposit 0 0 0 300 150 150 150 150
Restricted bank deposit 22 0 0 0 0 0 0 0
Non-current assets 9,277 13,487 13,963 17,548 25,686 27,840 30,184 32,048
Properties held for sale 3,951 5,419 6,917 6,829 9,129 9,495 9,577 10,248
Properties under development for sale 13,045 9,804 20,167 21,254 34,603 39,102 41,839 44,767
Accounts and other receivables, deposits and prepayments 3,146 3,975 5,711 9,625 10,808 14,050 17,563 20,197
Amounts due from non-controlling interests 65 105 831 2,388 10,338 15,507 20,934 27,214
Amounts due from JVs 224 1,042 2,593 4,621 17,452 26,178 36,649 44,622
Deposits for land use rights for properties held for sale 1,973 2,257 1,818 4,373 12,409 15,511 19,389 22,298
Taxation recoverable 265 327 545 812 1,025 1,435 1,865 2,332
Investment held for trading 0 0 0 0 0 0 0 0
Financial assets at fair value through profit or loss (FVTPL) 0 0 0 353 521 521 521 521
Pledged bank deposits 100 30 32 349 0 0 0 0
Bank balances and cash 7,061 7,094 14,874 20,328 29,787 42,370 47,074 52,467
Current assets 29,829 30,052 53,489 70,933 126,071 164,168 195,411 224,667
Total assets 39,106 43,539 67,452 88,480 151,758 192,009 225,595 256,715
Share capital 488 488 537 543 612 612 612 612
Reserves 8,123 9,717 12,290 14,437 20,292 24,103 29,042 35,135
Majority interests 8,611 10,205 12,827 14,980 20,904 24,715 29,654 35,747
Perpetual capital instruments 0 586 0 0 3,848 4,020 4,020 4,020
Non-controlling interests 544 792 2,456 2,303 9,519 9,995 10,494 11,019
Total equity 9,155 11,583 15,283 17,283 34,270 38,730 44,168 50,786
Bank and other borrowings - due after one year 7,219 6,468 8,864 11,199 26,386 28,886 31,636 34,661
Senior notes 3,138 4,357 8,276 5,683 4,498 11,868 13,878 15,888
Corporate bonds - due after one year 0 0 4,021 8,052 4,535 14,995 16,000 17,000

Please refer to the last page for important disclosures Page 4
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Trust and other loans related derivatives 0 0 0 0 0 0 0 0
Deferred taxation liabilities 961 1,019 1,274 1,337 2,884 3,028 3,180 3,339
Non-current liabilities 11,318 11,845 22,435 26,271 38,303 58,777 64,694 70,888
Amounts and other payables, and accrued charges 5,141 5,183 7,319 7,854 13,602 19,174 24,226 26,370
Deposits received from property sales 8,068 5,016 10,396 15,391 25,549 30,658 36,790 42,309
Amounts due to non-controlling interests 433 477 995 966 12,843 16,053 20,067 24,080
Amounts due to JVs 1,190 4,927 6,895 14,419 10,742 13,427 16,784 20,141
Taxation payable 784 1,473 1,334 1,839 4,296 5,370 6,712 8,054
Bank and other borrowings - due within one year 2,935 3,035 2,794 2,368 6,727 7,227 7,827 8,547
Corporate bonds - due within one year 0 0 0 2,089 5,093 2,260 3,995 4,000
Trust and other loans related derivatives 82 0 0 0 0 0 0 0
Derivative financial instruments 0 0 0 0 333 333 333 1,541
Current liabilities 18,632 20,111 29,733 44,926 79,185 94,502 116,734 135,042
Total liabilities 29,951 31,956 52,169 71,197 117,487 153,280 181,427 205,929
Total equity and liabilities 39,106 43,539 67,452 88,480 151,758 192,009 225,596 256,715
Source: Company data, SWS Research

Figure 3: Forecast Cash Flow Statement:

Rmb mn 2013A 2014A 2015A 2016A 2017A 2018E 2019E 2020E
Cash generated from operations 3,804 1,860 6,136 5,329 7,285 14,827 19,482 23,855
PRC income tax paid (817) (707) (1,882) (1,413) (1,688) (3,422) (2,886) (3,181)
Net cash generated from operating activities 2,988 1,153 4,254 3,916 5,596 11,405 16,596 20,674
Purchase of PP&E (17) (16) (15) (50) (44) (42) (41) (40)
Advances to JVs 0 (818) (2,566) (3,733) (16,009) (2,847) (3,131) (2,234)
Advances to non-controlling interests 58 (40) (727) (2,075) (5,012) (6,203) (6,280) (6,804)
Capital injection into JVs (4,313)  (3,882)  (3,342) (377) (2,104) (2,088)  (2,088) (2,234)
Others 58 90 2,757 (297) 3,367 3,704 4,074 4,482
Net cash generated from investing activities (4,214) (4,667) (3,893) (6,532) (19,802) (7,475) (7,466) (6,829)
Net advances from JVs 0 3,737 1,968 7,514 (3,629) (5,100) (7,946) (9,793)
Net advances from non-controlling interests 169 44 518 (108) 10,720 476 500 525
Acquisition of additional interests

in subsidiaries from non-controlling interest (1) 0 0 (61) (117) (123) (129) (136)
Net bank and other borrowings raised 1,289 (554) (952) 821 14,849 3,000 3,350 3,745
Net proceeds from issue of senior notes and corporate bond 3,174 1,174 7,486 2,732 (1,390) 14,997 4,750 3,015
Interest paid (1,065)  (1,227) (1,628)  (1,666) (2,187) (3,262)  (2,933) (3,204)
.Procee.ds. erm disposal of par.tlal _mterests 0 77 0 6 124 0 0 0

in subsidiaries to non-controlling interests

Proceeds from issue of perpetual capital instruments 0 586 0 0 3,848 172 0 0
Repayment of perpetual capital instruments 0 0 (586) 0 0 0 0 0
Distribution to owners of perpetual capital instruments 0 (36) (38) 0 0 (241) (241) (241)
Capital contribution from non-controlling interests 7 79 173 65 220 700 735 771
Net proceeds from issue of shares 308 0 1,028 0 2,026 0 0 0
Share issue expenses 0 0 0 0 0 0 0 0
Proceeds from exercise of share options 0 0 10 66 198 0 0 0
Payment on repurchase of shares 0 0 (104) (23) 0 0 0 0
Dividend paid to non-controlling interests 0 0 0 (602) (11) 0 0 0
Dividend paid (185) (333) (456) (795) (1,081) (1,966) (2,511) (3,134)
Others (0) 0 0 0 121 0 0 0
Net cash generated from financing activities 3,696 3,546 7,419 7,989 23,689 8,652 (4,427) (8,452)
Net increase in cash and cash equivalents 2,470 33 7,780 5,373 9,483 12,583 4,704 5,394
Cash and cash equivalents at beginning of year 4,591 7,061 7,094 14,874 20,328 29,787 42,370 47,074
Effect of foreign exchanges 0 0 0 81 (25) 0 0 0
Cash and cash equivalents at end of year 7,061 7,094 14,874 20,328 29,787 42,370 47,074 52,467

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 with the code number ZX0065.

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:

Trading BUY: Share price performance is expected to generate more than 20% upside over a 6-month period.

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
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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 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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