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Lower Retail Power Tariffs in Australia Possible in 2H2019
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® The Australian Energy Regulator ("AER") formally began the process to set a default market offer
("DMOQO") price for retail electricity which will likely lead to lower retail prices beginning July 1, 2019. The
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AER published its position paper in response to the Australian government’ s request for the AER to develop
an electricity price cap as recommended by the Australian Competition and Consumer Commission ("ACCC") in
its retail pricing report in June, 2018. According to the AER’s timeline, a formal decision will be made on April
30, 2019.

® The AER has indicated that it would prefer to use a "top-down" approach to determine the DMO due to
its simplicity and transparency. Whereby the DMO would be determined based on observing current
competitive market prices and expectations. The AER will also evaluate a traditional "bottom-up" approach

through cost-based analysis, but has expressed concerns about accessibility of accurate detailed cost
information and limited time.

® The ACCC reported average residential electricity price in Australia had risen 55.8% to AU29.6
cents/kWh from AU19.0 cents/kWh during the period 2007-2008 to 2017-2018. Average residential
electricity price in the U.S. over the same period was US10.0 cents/kWh (approx. AU13.7 cents/kWh). Average
residential electricity price in the EU over the same period was EUR13.0 cents/lkWh (approx. AU20.4
cents/kWh).
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® We think the DMO will likely negatively impact CLP’s EnergyAustralia retail business. Our TP for CLP
Holdings (00002 HK) is HK$95.00, investment rating is “Accumulate”. Due to our expectation that CLP’s
EnergyAustralia retail business will suffer as a result of the DMO and considering increased regulatory risk in
Australia’s energy sector due to the removal of the National Energy Guarantee, we will lower our TP in our next
company report. We will maintain our investment rating as CLP remains an attractive defensive stock with
stable operations in its main Hong Kong market.
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Electricity Sector
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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 llog:=, Relative Performance is 5% to 15%;

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

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

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

Sell S 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 R T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.

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

Underperform kN 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.

(38) Except for KAISA GROUP (01638 HK),GUOTAI JUNAN | (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.
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