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Continued Growth Despite Short-term Risk, "Accumulate"
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® Sinopec SEG’s overall business continued to recover during 1-3Q2018.
The Company’s new contract value from the PRC and overseas during the
period was RMB38,042 mn and RMB4,117 mn, up 48.3% YoY and 140.4%
YoY, respectively. Competition for projects overseas continues to be fierce as Sy W
domestic new contract value accounted for 90.2% of total new contract value
during 1-3Q2018. Sinopec’s (00386.HK) 1-3Q2018 capex was RMB48,012 mn,
up 65.0% YoY. Capex for Sinopec’s refining and chemicals segment was 6-18m TP HisM: HK$8.90
RMB15,993 mn, up 30.5% YoY.

Company Report: Sinopec SEG (02386 HK)
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® We have revised our 2018E-2020E shareholders' profit estimates by Share price fifh: HK$7.440
(12.4%)/ (15.8%)/ (3.6%) to RMB 2,276 mn/ RMB2,540 mn/ RMB3,293 mn.
We revise downwards our earnings estimates to reflect our view that the

Stock performance

- g Company will likely suffer from escalation of trade tension and continued e
= weakness in the Company's overseas operations due to reduced economic et I
¥k growth momentum and persistently high competition. However, we still expect % of return
< ) . . 35 -
B S the Company to bengflt from .|ndustry .trends of |.ncreased demand of w0l
- § downstream petrochemical capacity and refinery upgrading needs. » |
& ° We revise downwards our TP to HK$8.90 but maintain investment rating 20 |
H > "Accumulate". Our TP represents 15.24x/ 13.65x/ 10.53x 2018E-2020E PER 15 L
& g and 1.3x/ 1.2x/ 1.1x 2018E-2020E PBR, which is also a 14.6% discount from
w our DCF valuation. We lower our TP but maintain our investment rating as
short-term risks to the Company’s share price have escalated, but the
long-term prospects for the Company’s business growth remains intact.
L] PR TRAEEVET 2018 FRI=FERESH. WA, AFKEETELIESMH (10 ~
2 RS B9 N R T 380.42 4470 K N IR T 41.17 4276, [RIEGIGK 48.3% K& 140.4%. T Nov-17 Jan-18 Mar-18 May-18 Jul-18 Sep-18 Nov-18
AN H SE SRR, B NET S RIAT L 2018 ERT =R E NS A FAAIY 90.2%. R HSlindex Sinopec Engine-H
£ (00386.HK) 2018 Fiif == HAF LN AR 480.12 127, [FH#EK 65.0%. FH
§ BRI AL TAR B A i NI T 159.93 1276, Al EEIEHK 30.5%.
O Change in Share Price 1M 3M 1Y
A 8 ° BATT 8 2018 42-2020 £EB 4 TR (12.4%)/ (15.8%)/ (3.6%)ENE 22.76 {258/ AR - LA N L
=3 95) M 25.40 44/ NBTH 32.93 4255, FAT T B AT th T BATIA N 23 744 T e 52 2088 5 % AbS. % 159 5 22
7 5 TR R I TG LA B 28 T 14K Bl 708 55 R 5 4 R S B B O ] AL 55 R R 55 ) B TS HX R % : : :
N g Wi o BRI, FRATTIIRTII 28 ") 52 46 T T A 7= Be s R EGnAn g ) F 7 R AT a9 . ?ﬂafﬁj@@%‘?}j” (14.5) (3.1) 19.3
§ o  RAITHHEFME 8.90 ¥Jt, EERREILHEN “HRE”. RAIBEIFNNT 15.24 £5/ g;lﬂjni‘?gr?iiﬂﬁmm) 7.9 7.9 75
£ 13.65 fi/ 10.53 fi7 2018 ££-2020 4E1li % % 1.3 fi5/ 1.2 £/ 1.1 % 2018 =-2020 Fili i %,

Source: Bloomberg, Guotai Junan International.
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Year End Turnover Net Profit ERS ERBS PER BPS PBR DPS Yield ROE

Lk LLON JBe AR A B MR B FI 2B WEE ipcix s (53/14/145) 95 E R T e S

12/31 (RMB m) (RMB m) (RMB) (a %) x) (RMB) x) (RMB) (%) (%)

Q 2016A 39,402 1,671 0.377 (49.7) 17.7 5.706 1.2 0.150 2.3 6.7

EP £ 2017A 36,209 1,130 0.255 (32.4) 24.3 5.779 1.1 0.200 3.2 4.4
A % 2018F 40,750 2,276 0.514 101.6 12.7 6.049 1.1 0.229 35 8.7
'ﬂﬁ % 2019F 43,241 2,540 0.574 11.7 11.4 6.391 1.0 0.258 3.9 9.2
ﬂ]‘; (O} 2020F 48,729 3,293 0.744 29.6 8.8 6.846 1.0 0.335 51 11.2
1t (L})J Shares in issue (m) & JEL (m) 4,428.0 Major shareholder K% China Petrochemical Corporation 67.0%
T é Market cap. (HK$ m) 1if (HK$ m) 32,944.3 Free float (%) H il tLE (%) 29.7
= ) 3 month average vol. 3 > H #2241 (1000) 4,055.0 FY18 Net gearing (%) FY18 1§ i/l = ¥ 4 (%) Net cash
(7] 52 Weeks high/low (HK$) 52 Jil = /M (HK$) 6.100/9.180 FY18 Est. NAV (HK$) FY18 i flifi (#Em) 10.4

Source: the Company, Guotai Junan International.
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The global economic growth outlook has become less favourable since the first half of 2018. The IMF in its World
Economic Outlook, October 2018, revised downwards its 2018-2019 GDP growth projections by 0.2 ppts to 3.7% for both years.
The IMF’s estimates for China’s annual GDP growth during 2018-2020 are 6.60%/ 6.18%/ 6.22%, respectively. Escalation of
trade tension, tightening financial conditions, increased geopolitical risks, higher oil prices, weakening growth in certain
emerging markets, and worse-than-expected performance from certain advanced economies have contributed to a moderation
in global economic growth prospects from earlier in the year. Looking forward, escalation of trade tension, political risks in
Europe, geopolitical risks in the Middle-East, and deceleration of economic growth in China all contribute to a less optimistic
outlook for global economic growth over the next few years.

Growth of domestic FAI of petroleum, coal and other fuel processing remains weak; growth in FAI of chemical fiber,
and material and product is recovering. FAIl of petroleum, coal and other fuel processing during M1-M9 2018 was
RMB208.159 bn, up 2.3% YoY and representing the first month of growth after 8 months of decline. Sustained growth is
uncertain as China’s refining capacity is expected to remain oversupplied but upgrading investment is expected to grow to
accommodate growing demand in higher quality oil products. FAI of chemical fiber and material and product during the same
period was RMB1,179.750 bn, up 4.3% YoY. FAI of chemical products have declined for two consecutive years (2017: -4.0%;
2016: -1.5%) but appears to be on track to recover to growth in 2018 due to higher oil prices and demand growth for chemical

products.
Figure-1: FAI of Petroleum, Coal and Other Fuel Figure-2: FAI of Chemical Fiber, Material & Product
Processing
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Sinopec SEG’s overall business continued to recover during 1-3Q2018. The Company’s new contract value from the PRC
and overseas during the period was RMB38,042 mn and RMB4,117 mn, up 48.3% YoY and 140.4% YoY, respectively.
Competition for projects overseas continues to be fierce as domestic new contract value accounted for 90.2% of total new
contract value during 1-3Q2018. Sinopec’s (00386.HK) 1-3Q2018 capex was RMB48,012 mn, up 65.0% YoY. Capex for
Sinopec’s refining and chemicals segment was RMB15,993 mn, up 30.5% YoY. Of the approximate RMB117 bn (YoY: +17.7%)
in capex Sinopec Group expects to spend in 2018, RMB46.5 bn (YoY: +5.4%) or 39.7% is expected to be spent towards the
refining and chemicals segment of Sinopec’s business, in which we expect a substantial amount will be awarded to the
Company. Petrochina’s (00857.HK) 1-3Q2018 capex was RMB148,080 mn, up 18.9% YoY. CNOOC’s (00883.HK) 1-3Q2018
capex was RMB36,250 mn, up 9.2% YoY.
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Figure-3: Sinopec SEG’s New Contract Value, Backlog,
Revenue Growth and Realization Rates, 2011-2020E

Figure-4: Sinopec SEG’s New Contract Value Breakdown
by Industry, 2010-2020E
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Source: the Company, Guotai Junan International.

Earnings and Valuation

Source: the Company, Guotai Junan International.

We revise our 2018E-2020E shareholders’ profit estimates by (12.4%)/ (15.8%)/ (3.6%) to RMB 2,276 mn/ RMB2,540 mn/
RMB3,293 mn. We revise downwards our earnings estimates to reflect our view that the Company will likely suffer from
escalation of trade tension and continued weakness in the Company’s overseas operations due to reduced economic growth

momentum and persistently high competition. However, we still expect the Company to benefit from industry trends of increased

demand of downstream petrochemical capacity and refinery upgrading needs.

Table-1: Major Assumption Revisions

New estimates

Previous estimates Revision % change

RMB million 2018E 2019E 2020E 2018E 2019E 2020E 2018E 2019E 2020E
Revenue 40,750 43,241 48,729 45,301 46,182 48,750 (10.0)% (6.4)% (0.04)%
Gross profit 4,808 5,484 6,605 5,400 5,708 6,453 (11.0)% (3.9)% 2.4%
Operating profit 2,332 2,589 3,586 2,760 3,191 3,718 (15.5)% (18.9)% (3.5)%
Shareholders' profit 2,276 2,540 3,293 2,597 3,016 3,418 (12.4)% (15.8)% (3.6)%
New contract value 48,314 53,115 57,781 48,314 53,531 58,778 0% (0.8)% @2.7)%
Oil Refining 16,681 18,015 19,366 16,284 17,913 19,704 2.4% 0.6% 1.7)%
Petrochemicals 22,336 25,128 27,390 21,792 23,971 26,368 2.5% 4.8% 3.9%
New Coal Chemicals 4,709 4,945 5,192 4,695 6,104 8,545 0.3% (19.0)% (39.2)%
Other Industries 4,588 5,027 5,833 5,543 5,543 4,161 (17.2)% (9.3)% 40.2%
Backlog 95,359 101,830 107,062 94,041 98,377 101,056 1.4% 3.5% 5.9%
Source: Guotai Junan International.
Table-2: Sinopec SEG’s Financial Highlights, 2016-2020E
RMB million 2016 2017 2018E 2019E 2020E
Revenue 39,402 36,209 40,750 43,241 48,729
Gross profit 4,295 4,026 4,808 5,484 6,605
Shareholders' profit 1,671 1,130 2,276 2,540 3,293
EPS (RMB) 0.377 0.255 0.514 0.574 0.744
DPS (RMB) 0.150 0.200 0.229 0.258 0.335
Gross margin 10.9% 11.1% 11.8% 12.7% 13.6%
Net margin 4.2% 3.1% 5.6% 5.9% 6.8%
ROE 6.7% 4.4% 8.7% 9.2% 11.2%

Source: the Company, Guotai Junan International.

5 November 2018
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Figure-5: Sinopec SEG’s Historical PER Figure-6: Sinopec SEG’s Historical PBR
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We revise downwards our TP to HK$8.90 but maintain investment rating "Accumulate”. Our TP represents 15.24x/
13.65x/ 10.53x 2018E-2020E PER and 1.3x/ 1.2x/ 1.1x 2018E-2020E PBR, which is also a 14.6% discount from our DCF
valuation. We lower our TP but maintain our investment rating as short-term risks to the Company’s share price have escalated,
but the long-term prospects for the Company’s growth remains intact.

5 November 2018
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Table-3: Peers Comparison

Stock PE (fiscal year) PB (fiscal year) ROE(%) D/Y(%)  EVIEBITDA
Gompany Code Currency Last price 17A 18F 19F 20F 17A 18F 19F 20F 18F 18F 18F
International Peers
Worleyparsons Ltd WOR AU AUD 14.22 112.0 64.4 20.6 15.4 2.0 1.8 15 14 3.0 1.4 1741
Snc-Lavalin Group Inc SNC CN CAD 45.96 19.6 15.4 13.7 114 1.5 n.a. 16 n.a. 9.0 25 9.9
Maire Tecnimont Spa MT IM EUR 3.86 9.6 1.1 10.5 10.2 4.4 3.7 29 25 38.1 33 5.7
Tecnicas Reunidas Sa TRE SM EUR 23.75 32.3 26.3 13.5 10.8 3.0 3.0 2.7 24 1.0 4.2 1.5
Wood Group (John) Plc WG/ LN GBp 697.60 n.a. 16.9 13.1 11.0 1.3 1.3 1.1 1.2 73 39 10.9
Jgc Corp 1963 JP JPY  2,127.00 n.a. 323 44.7 204 1.4 1.4 1.3 1.3 43 1.1 15.8
Daelim Industrial Co Ltd 000210 KS KRW 78,800.00 6.2 4.0 4.8 4.8 0.5 0.5 0.5 0.4 13.9 1.3 42
Hyundai Engineering & Const 000720 KS KRW 49,400.00 273 121 10.0 9.2 0.9 0.8 0.8 0.7 741 1.1 5.6
Sk Engineer & Construct 003340 KF KRW  30,150.00 227 n.a. n.a. n.a. 0.8 n.a. na. na. n.a. n.a. na.
Samsung Engineering Co Ltd 028050 KS KRW 18,150.00 n.a. 28.8 14.8 1.2 35 3.1 26 22 1.5 0.0 15.6
Daewoo Engineering & Constr 047040 KS KRW  4,790.00 76 5.4 49 4.8 0.9 0.8 0.7 0.6 15.9 0.0 42
Fluor Corp FLRUS usb 44.83 32.7 23.6 13.9 1.1 1.9 2.0 1.7 15 83 1.9 9.7
Mcdermott Intl Inc MDR US usb 8.78 45 5.6 5.2 3.2 0.5 0.4 0.4 0.3 6.1 0.0 5.7
Technipfme Plc FTIUS usbD 26.52 110.5 204 18.3 14.5 0.9 0.9 0.9 0.9 43 1.9 6.5
Jacobs Engineering Group Inc JEC US usbD 75.53 30.7 1741 14.2 13.3 2.1 1.7 1.6 14 9.6 0.7 10.9
Kbr Inc KBR US usD 19.98 6.5 12.7 12.2 10.9 23 1.7 15 14 19.3 1.6 6.2
Simple Average 325 19.8 14.3 10.8 1.7 1.7 15 1.3 1.2 1.7 9.3
Weighted Average 47.8 20.9 16.0 12.2 1.6 1.5 14 1.2 8.7 1.7 9.7
Hong Kong Listed Peers
Sinopec Engineering Group-H 2386 HK HKD 7.44 24.8 1.5 94 8.6 1.1 1.1 1.0 1.0 9.6 44 44
Wison Engineering Services C 2236 HK HKD 1.06 27.0 na. n.a. n.a. 1.6 n.a. n.a. n.a. n.a. na. n.a.
China Energy Engineering C-H 3996 HK HKD 0.81 39 37 34 32 0.4 0.4 0.4 0.3 1.2 49 n.a.
China Machinery Engineerin-H 1829 HK HKD 3.73 7.9 5.7 55 52 0.8 0.8 0.7 0.7 14.0 6.7 n.a.
China Communications Const-H 1800 HK HKD 7.58 5.1 5.4 4.8 4.2 0.6 0.5 0.5 0.4 1.2 37 8.0
China Railway Construction-H 1186 HK HKD 10.62 7.9 6.9 6.1 54 0.8 0.8 0.7 0.6 12.1 2.3 4.8
China Railway Group Ltd-H 390 HK HKD 7.56 9.3 8.3 73 6.5 1.0 0.9 0.8 0.7 1.4 1.9 6.4
China State Construction Int 3311 HK HKD 5.95 5.0 5.0 43 37 0.8 0.7 0.6 0.6 15.1 6.0 6.2
Metallurgical Corp Of Chin-H 1618 HK HKD 1.97 6.6 54 4.8 3.0 0.5 0.5 0.4 0.4 8.7 4.4 8.7
Beijing Urban Construction-H 1599 HK HKD 242 54 4.4 37 32 0.7 0.6 0.6 0.5 15.1 6.1 29
Simple Average 10.3 6.2 55 4.8 0.8 0.7 0.6 0.6 12.0 45 5.9
Weighted Average 8.0 6.7 5.9 5.1 0.8 0.7 0.7 0.6 114 3.2 6.6
Mainland Listed Peers
China National Chemical-A 601117 CH CNY 5.90 18.4 12.3 9.5 7.7 1.0 1.0 0.9 0.8 7.9 23 5.0
Enn Ecological Holdings Co-A 600803 CH CNY 11.57 19.5 9.7 7.8 6.8 24 1.8 15 1.2 19.1 1.6 na.
China Petroleum Engineering 600339 CH CNY 4.78 39.2 24.8 16.5 124 1.2 1.1 11 1.0 4.2 n.a. n.a.
Shandong Sunway Petrochemi-A 002469 CH CNY 3.89 354 na. n.a. n.a. 1.6 n.a. n.a. n.a. n.a. n.a. n.a.
Zhenhai Petrochemical Engi-A 603637 CH CNY 14.55 55.6 na. n.a. n.a. 35 n.a. na. na. n.a. n.a. na.
East China Engineering Sci-A 002140 CH CNY 6.03 n.a. 12.8 9.9 7.9 14 1.2 11 1.0 10.1 n.a. na.
Metallurgical Corp Of Chin-A 601618 CH CNY 3.20 12.3 9.6 8.6 78 1.0 0.8 0.7 0.7 8.8 24 na.
Huadian Heavy Industries C-A 601226 CH CNY 3.96 121.5 na. n.a. n.a. 1.3 n.a. n.a. n.a. n.a. n.a. n.a.
Sinosteel Engineering & Te-A 000928 CH CNY 418 12.6 44 4.2 n.a. 1.1 n.a. n.a. n.a. n.a. na. n.a.
China Zhonghua Geotechnica-A 002542 CH CNY 4.40 33.8 314 29.3 n.a. 23 n.a. na. na. n.a. n.a. na.
China Camc Engineering Co -A 002051 CH CNY 11.36 8.5 7.7 6.8 5.9 1.5 1.3 11 1.0 17.0 33 4.2
Beijing Sanju Environmenta-A 300072 CH CNY 12.16 1.1 n.a. n.a. n.a. 32 n.a. na. na. n.a. n.a. na.
Sinoma International Engin-A 600970 CH CNY 5.90 10.5 75 6.1 5.3 14 1.2 1.0 0.9 16.2 35 3.3
China Gezhouba Group Co Lt-A 600068 CH CNY 6.60 6.5 5.8 5.0 44 1.2 0.7 0.7 0.6 12.0 5.2 n.a.
China Nuclear Engineering-A 601611 CH CNY 7.40 231 20.0 176 n.a. 24 n.a. n.a. n.a. n.a. na. n.a.
Hunan Baili Engineering Sc-A 603959 CH CNY 13.12 38.3 n.a. n.a. n.a. 4.3 n.a. na. na. n.a. n.a. na.
Simple Average 29.8 133 11.0 7.3 1.9 1.1 1.0 0.9 1.9 3.1 4.2
Weighted Average 19.5 12.7 10.3 7.5 1.6 1.0 0.9 0.8 10.3 3.0 4.5

Source: Bloomberg, Guotai Junan International.

5 November 2018

(02386 HK)

=]
F

Sinopec SEG A1k #AL TF

- Company Report

See the last page for disclaimer

Page 5 of 7



O ERERIES

GUOTAI JUNAN SECURITIES Sinopec SEG (02386 HK)

Financial Statements and Ratios
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Income Statement Balance Sheet
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F
Total Revenue 39,402 36,209 40,750 43,241 48,729 PPE 4,000 3,856 3,820 3817 3,892
Cost of Goods Sold (35,107) (32,183) (35,941) (37,757) (42,124) Investments in JV/A 142 127 138 149 162
Gross Profit 4,295 4,026 4,808 5484 6,605 Intangibles 272 223 176 124 64
G&A Expenses (1,161) (1,181) (1,141) (1,168) (1,267) Land use Rights 2,679 2,581 2,521 2,455 2,379
Sales & Marketing Expenses (107) (115) (120) (119) (141) Other LT Assets 778 754 "7 722 735
R&D Expenses (1,113) (1,003) (1,109) (1,179) (1,247) Total Non-current Assets 7872 7,541 7372 7,267 7,230
Other gains - net 28 (615) (107) (429) (364)
Operating Profit 1,942 1,112 2,332 2,589 3,586 Cash & Cash Equivalents 11,900 11,661 10,843 10,762 12,273
Income from JV/A 16 12 22 23 24 Loans due from ultimate holding
Interest Income - net 419 510 682 775 781 company 14,100 15,500 14,500 15,000 15,100
Profit Before Tax 2,377 1,635 3,035 3,387 4,392 Inventory 1,197 582 1,019 1,297 1,462
Income Tax (706) (505) (759) (847) (1,098) Receivables 9,993 9,676 10,890 11,556 13,022
Profit After Tax 1,671 1,130 2,276 2,540 3,294 Other Current Assets 13,827 14,445 16,156 17,325 19,407
Non-controlling Interest (0) (0) (0) (0) (0) Total Current Assets 51,017 51,865 53,407 55,940 61,264
Shareholders' Profit/ Loss 1,671 1,130 2276 2,540 3,293 Total Assets 58,889 59,406 60,779 63,207 68,494
Basic EPS 0.377 0.255 0514 0574 0.744 Short-Term Debt 0 431 0 0 0
Payables 14,224 14,020 13,944 14,399 15,927
Contract Work Payables 10,219 9,494 10,243 10,383 11,163
Other Current Liabilities 6,281 7,070 6,899 7,274 8,218
Cash Flow Statement Total Current Liabilities 30,724 31,015 31,086 32,056 35,308
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Other LT Liabilities 262 263 204 282 274
Profit before tax 2377 1,635 3,035 3,387 4,392 Retirement and other obligations 2,637 2,537 2,612 2,568 2,597
Depreciation 597 607 584 584 581 Total Non-current Liabilities 2,899 2,800 2,907 2,850 2,870
Amortization 143 140 141 154 177 Total Liabilities 33,624 33815 33,992 34,906 38,178
Tax Paid (706) (505) (759) (847) (1,098)
Income/(loss) from JV/A (16) 12) 22) 23) (24) Share capital 4,428 4,428 4,428 4,428 4,428
Change in Working Capital 2,860 172 (2,858) (1,143) (462) Reserves 20,833 21,159 22,355 23,868 25,883
Other Operating Cash Flows (584) 2,204 107 (57) 21 Total Shareholders' Equity 25,261 25,587 26,783 28,296 30,311
Cash from Operating Activities 4,671 4,241 228 2,056 3,586 Minority Interest 4 4 4 5 5
Capital Expenditure (585) (487) (548) (581) (655) Total Equity 25,265 25,501 26,787 28,301 30,316
Repayment of loans - net (3,000) (1,400) 1,000 (500) (100)
Other Investing Cash Flows 85 (1,914) 13 (29) (41)
Cash from Investing Activities (3500) (3801) 465 (1,110) (797) Financial Ratios
2016A 2017A 2018F 2019F 2020F
Dividends Paid (1,129) (595) (1,080) (1,026) (1,279) Growth:
Exchange Differences 428 (500) 0 0 0 Revenue (13.4%) (8.1%) 12.5% 6.1% 127%
Other Financing Cash Flows @ 416 (431) 0 0 Gross Proft (30.2%) (6.3%) 19.4% 14.0% 20.5%
Cash from Financing Activities (703) (679) (1512) (1,026) (1,279) Operating Profit (495%)  (427%)  109.6% 11.0% 38.5%
Net Profit (496%)  (324%) 101.4% 11.6% 29.7%
Cash at Beg of Year 11,432 11,900 11,661 10,843 10,762
Net Changes in Cash 468 (239) (818) (81) 1,511 Profitability Margins:
Cash at End of Year 11,900 11,661 10,843 10,762 12,273 Gross margin 109% 1.1% 11.8% 127% 13.6%
EBITDA margin 6.8% 5.1% 75% 71% 8.9%
Net margin 4.2% 3.1% 5.6% 5.9% 6.8%
ROA 2.8% 1.9% 37% 4.0% 4.8%
ROE 6.7% 4.4% 8.7% 9.2% 11.2%
Liquidity:
Gearing (x) Net cash Net cash Net cash Net cash Net cash
Current ratio (x) 17 17 17 17 17
Interest coverage (x) 258 123 200 194 245
Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate 1S Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell SEH Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Outperform 5T Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform BT Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for KAISA GROUP (01638 HK),GUOTAI JUNAN I (01788 HK),BINHAI INVESTMENT (02886 HK),VALUE A SHARE (03095
HK),CAM SCSMALLCAP (03157 HK),Guotai Junan and its group companies do not hold equal to or more than 1% of the market
capitalization of the issuer mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use 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
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2018 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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