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Sustainable Growth Outlook, Maintain "Buy"
PO KR AR, SR <IN

° The Company's revenue growth outlook will be sustainable riding on .
escalating platform service area. The Company's contracted GFA and Rating: Buy
cooperation area is expected to increase by approximately 50.0 mn sg.m. and
175.0 mn sqg.m. each year during 2018-2020, respectively. 2% . BN
° We expect gross margin to slightly bottom out from 2019. Labour cost
will inch up. I—.Iowever', thej comraf:ted GFA portfoll.o. between lump sgm basis 6-18m TP Hisih: HK$5.60
and commission basis will remain stable. In addition, the cooperation area
expansion will raise the proportion of revenue from value-added services to
total revenue. Revenue from value-added services usually has higher gross Share price zf/: HK$4.020
margin, of over 71.0%.
° 1H18 net profit increased 74.1% YoY to RMB175 mn, but missed our Stock performance
expectation by 25.4% due to lower-than-expected gross margin. We have Wl £
revised down net profit by 15.3%, 21.7% and 29.9% to RMB497 mn,
RMB589 mn and RMB662 mn in 2018, 2019 and 2020, respectively. 100 %ofretum
° RMB depreciation may slightly damage the Company's valuation. We revise 500
down target price from HK$8.00 to HK$5.60, representing a 23.9% discount BoO
to our DCF derived NAV of HK$7.36 per share, and equivalent to 12.2x, 10.3x 400
and 9.2x 2018-2020 PER, respectively. We maintain "Buy". Risks include 00
lower-than-expected gross margin and failing to recover all payments on 0o Avvmw M’A
behalf of residents. @ L \JLJ‘
@y b
Mov/17 Dec/1? Feb/18 Marf18 May/18 Jun/18 Augf18 Sep/18 Nov/18
o  BHERTEFY KKFEMEEH, ARBAEKBEKR SRS, 75 2018-2020 4, HHE . -
PR ARAIS VR T AR T R348 43 9 n £ 50.0 | /3 KM 175.0 H iPK.
° RITFHEREE 2019 FREEMRH. N THAKZEN. i, SLHRBRRERE
AL AN < ] A A TE AR FFREE . D340, B ETIAR I SR T ok B IR 55 5
BN SN LR . ok B SR S5 SN, BRI, i 71.0%.
JE L S Y 51 9 N - . X o Change in Share Price 1M 3M 1Y
° 2018 4 B FNE R L K 74.1%X B ANRT 1.75 478, (HRFDAR T FHm BH =
TR U 25.49. BATAHSI% 2018, 2019 DA 2020 SEHOBRIE T W 153%, 21.79% o0 7 MR L
PAK 29.9%Z AR 497 B/, AR 589 BAKART 662 B . HEXIAEE) % 4.1 (52.2) (15.3)
%
o ARTIEMALSEA A R RS . R0 A 8.00 #78 F % 5.60 ¢, W % a8 @26 (63
A PR TR T B U0 7.36 WIS Vi1 23.9%IATiE, b fans T Y Bhare priceHk®) 65 63 5.3
12.2 ff. 10.3 £ 9.2 £y 2018 4., 2019 41 2020 4ET 5 . RATERFEN”. KK Source: Bloomberg, Guotai Junan International.
T T B R FR A R ol AU T AT 3
Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
G LON JB AR 15 A BRI BRI D) WE% R [iREES BRI i3S SR B gl G R
12/31 (RMB m) (RMB m) (RMB) (A %) ) (RMB) ) (RMB) (%) (%)
2016A 1,342 188 0.188 11.9 19.2 1.459 25 0.085 2.4 13.8
2017A 1,629 321 0.322 71.3 10.4 1.727 1.9 0.087 2.6 20.2
2018F 3,909 497 0.403 25.2 8.8 2.574 1.4 0.107 3.0 20.3
2019F 4,352 589 0.477 18.4 7.4 2.927 1.2 0.124 35 17.4
2020F 4,833 662 0.536 12.4 6.6 3.327 1.1 0.136 3.9 17.1
Shares in issue (m) &M% (m) 1,234.6 Major shareholder K% Fantasia Holdings Group 72.6%
Market cap. (HK$ m) Tif (HK$ m) 4,963.1 Free float (%) HHJELZ%E (%) 27.4
3 month average vol. 3 4™ HF 3 A8 i 5 (‘000) 4,426.4 FY18 Net gearing (%) FY18 i ffi/lk 4% 4 (%) 0.2
52 Weeks high/low (HK$) 52 J& =/ (HK$) 9.250/ 3.490 FY18 Est. NAV (HK$) FY18 &l (GHot) 7.4
Source: the Company, Guotai Junan International.
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The property management sector is expected to maintain fast growth due to increasing GFA delivered and market
concentration. During Jan.-Oct. 2018, commodity house sales amounted to 1,193.1 mn sqg.m., which maintained considerable
absolute value. In addition, GFA completed is expected to extend upside momentum, which will ultimately translate into
increasing contracted GFA. Moreover, we expect the property management sector to increase in concentration due to
economies of scale.

Figure 1: Cumulative House Sales GFA in China Figure 2: Contracted GFA and Market Share in the Property
Management Sector
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Source: National Bureau of Statistics of China, Guotai Junan International. Source: China Property Management Institute, China Index Academy, Savills, Guotai

Junan International.

Revenue from property management services is expected to maintain stable growth along with escalating platform
service area in 2018-2020. As at 30 Jun. 2018, the Company’s platform service area increased by approximately 81.2 mn sqg.m.
to approximately 981.4 mn sg.m. from approximately 900.2 mn sq.m. as at 31 Dec. 2017. The Company's cooperation area
includes contracted GFA of 484.0 mn sg.m. and cooperation area of 497.4 million sq.m. The Company will strive to enlarge its
contracted GFA alongside rising concentration in the property management sector. During 1H18, the Company expanded its
contracted GFA to 484.0 mn sg.m., up 15.2% YoY. The Company plans to increase contracted GFA by approximately 50.0 mn
sg.m. each year from 2018 to 2020 (CAGR of 11.7%) through organic growth as well as acquisitions. We estimate that the
Company’s revenue from property management services will increase by a CAGR of 44.0% during 2018-2020, considering the
acquisition of Wanxiangmei. In addition, as a parallel strategy and to develop its value-added services, the Company launched a
platform output strategy. Through providing Caizhiyun platform with collaborative partners, Caizhiyun platform could approach
more families and communities not managed by the Company. The Company will raise cooperation area by approximately 175.0
mn sg.m. each year from 2018 to 2020.

Table 1: Colour Life’s Contracted GFA, Number of Residential Communities Managed and Consultancy Services
projects, and Commission Rate As at 30 Jun. 2018

Managed by the Compan Under the Company's consultanc
L o PR ) _— . (RMB/ sg.m./month)
(‘000 sg.m.) service arrangement (‘000 sg.m.)
Under
Total Contracted Total Contracted . Under lump sum
Number Number commission .
GFA GFA . basis
basis
Shenzhen 9,644 130 753 18 0.4-10.0 1.0-8.0
Southern China

. 84,062 535 1,693 7 0.5-5.6 0.7-8.0
(excluding Shenzhen)

Eastern China 136,626 823 2,019 7 0.4-9.4 0.8-6.5

Southwestern China 96,944 398 968 3 0.4-6.1 0.3-6.3

Northeastern China 19,875 98 1,216 8 0.4-3.3 2.0-5.0

Northwestern China 15,618 82 76 1 0.5-3.9 1.1-5.0

Northern China 27,608 108 2 1 0.6-4.5 1.0-7.9

Central China 85,584 295 300 1 0.6-2.7 0.9-4.8

Non-Mainland China 5 2 0 0 4.2-20.9 n.a.

Singapore 987 38 0 0 1.2 n.a.

Total 476,953 2,509 7,027 46 n.a. n.a.

Source: the Company, Guotai Junan International.
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Figure 3: Colour Life’s Total Contracted GFA and Figure 4: Colour Life’s Total Revenue-bearing Contracted
Cooperation Area GFA
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Source: the Company. Source: the Company.

In 1H18, community leasing, sales and other value-added services revenue amounted to RMB212.3 mn, surging up
91.6%; the Company’s mobile app achieved fast monetization given the fast platform service area expansion. As at 30
Jun. 2018, registered users of the Caizhiyun app was up 241.7% YoY to 10,340,000, of which over 3,798,000 were active users,
an increase of 56.0% YoY. In the first half of 2018, Caizhiyun app’s accumulated gross merchandise volume (GMV) reached
RMB4,357.8 mn, up 82.1% YoY, of which included RMB1,518.3 mn for the "Colour Wealth Life value-added plan" and
RMB514.0 mn for e-series product companies. For e-lift, 128,000 units of lifts are in operation and more than 78.1% of them are
from communities not managed by the Company. In addition, the Company will continue to focus on platform output. With
platform service areas expanding, we expect community leasing, sales and other value-added services revenue to grow rapidly
at a CAGR of 50.1% during 2017-2020.

Figure 5: Colour Life’s Registered and Active Users of Figure 6: Colour Life’s GMV on Caizhiyun APP
Caizhiyun APP
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Source: the Company. Source: the Company.

Revenue from engineering services in 1H18 amounted to RMB77.4 mn, up 30.0% YoY, and is likely to increase at a rate
lower than other business segments during 2018-2020. To provide services with higher efficiency and quality, the Company
will optimize community services with innovative use of mobile technology. By implementing services such as e-repair, e-lift,
e-cleaning, e-security and e-gardening, the Company initially realized order incentives of fundamental property services and
further enhanced service efficiency. As a result, the Company will continuously outsource some repair and maintenance services
and charge corresponding online platform usage fees from e-repair business, which is classified as an online value-added
service. This will lead to a decrease in revenue from engineering services. On the other hand, contracted GFA will maintain
stable growth. Overall, we expect engineering services revenue growth to increase but at a lower rate than other business
segments. Therefore, we estimate the Company’s revenue of engineering services to increase by a CAGR of 21.9% during
2017-2020.

Overall, we expect total revenue to increase from RMB1,628.7 mn in 2017 to RMB4,833.0 mn in 2020, or at a CAGR of
43.7%. Alongside contracted GFA expansion and the acquisition of Wanxiangmei, we expect revenue from property
management services to rise from RMB1,231.3 mn in 2017 to RMB3,678.6 mn in 2020. We expect revenue from community
leasing, sales and other value-added services to increase to RMB936.1 mn on grounds of escalating platform service area.
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Revenue from engineering services is forecasted to increase to RMB218.4 mn in 2020.

2015 2016 2017 1H16 1H17 1H18
Propertymanagementservices ™ Engineeringservices ™ Propertymanagementservices

Figure 7: Colour Life’s Total Revenue Breakdown
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Gross margin is likely to decrease in 2018 and slightly bottom out in 2019. Alongside the acquisition of Wanxiangmei, we
expect gross margin to decrease to 36.4% in 2018. With the Company's shift in strategy, the Company will reduce capital
expenditure for scale expansion. Therefore, the contracted GFA portfolio from lump sum basis and commission basis will remain
stable. In addition, cooperation area increase will raise the proportion of revenue from value-added services to total revenue.
Revenue from value-added services usually has higher gross margin, of over 71.0%. However, labour cost will inch up, which will
damage the Company's profitability somewhat. Therefore, we expect the Company's gross margin to bottom out. We expect
gross margin to increase to 38.0% and 38.9% in 2019 and 2020, respectively.

Figure 8: Colour Life’s Property Management Services Profit
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Figure 9: Colour Life’s Value-added Services Profit

Figure 10: Colour Life’s Engineering Services Profit
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1H18 net profit missed our expectation by 25.4% due to lower-than-expected gross margin. Total revenue surged up
135.3% YoY to RMB1,757 mn in 1H18. Gross profit amounted to RMB620 mn, soundly up 82.5% YoY. Net profit rose 74.1%

13 November 2018
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YoY to RMB175 mn, which missed our expectation. Due to increasing contracted GFA under lump sum basis from the acquisition
of Wanxiangmei, gross margin significantly decreased 10.2 ppts. Net gearing ratio remained in a net cash position. Total debt
increased dramatically by 196.6% comparing with that as at the end of 2017.

Table 2: Comparison of the Company’s Balance Sheet and Income Statement in 1H17 and 1H18

RMB mn 1H17 1H18 Change
Total revenue 747 1,757 135.3%
Revenue from property management services 576 1,467 154.6%
Revenue from engineering services 60 86 44.6%
Revenue from community leasing, sales and other value-added services 111 268 142.0%
Gross profit 340 620 82.5%
GPM 45.5% 35.3% -10.2 ppts
Net profit 101 175 74.1%
NPM 13.5% 10.0% -3.5 ppts
DPS (RMB) 0.000 0.000 n.a.
EPS (RMB) 10.090 14.210 40.8%
ROE 7.1% 8.2% 1.1 ppts

Source: the Company, Guotai Junan International.

Table 3: Comparison of the Company’s Balance Sheet in 2017 and 1H18

RMB mn 2017 1H18 Change
Bank balance and cash 1,234 3,367 172.9%
Total assets 4,661 10,053 115.7%
PPE 169 292 72.9%
Total debt 1,261 3,740 196.6%
Shareholders' equity 1,721 2,813 63.4%
Net gearing ratio Net cash Net cash n.a.

Source: the Company, Guotai Junan International.

We revise down net profit forecasts. We expect the Company's contracted GFA to grow steadily; revenue from property
management services in 1H18 was higher than our expectations. Therefore, we revise up 2018F, 2019F and 2020F revenue
forecasts from property management services. We expect fast monetization of the Company's mobile app and the strategy of
platform output. We revise up 2018F, 2019F and 2020F revenue from community leasing, sales and other value-added services.
As contracted GFA will maintain stable growth, we slightly revise up 2018F, 2019F and 2020F engineering services revenue
forecasts. Overall, we revise up 2018F, 2019F and 2020F total revenue forecast by 13.7%, 131% and 12.8% to RMB3,909 mn,
RMB4,352 mn and RMB4,833 mn, respectively. Gross profit in 1H18 was significantly lower than our previous assumption. We
also expect a gradual rise in the labour costs. We revise down our gross margin forecast. Overall, we revise down 2018F, 2019F
and 2020F net profit forecast by 15.3%, 21.7% and 29.9% to RMB497 mn, RMB589 mn and RMB662 mn, respectively.

13 November 2018
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Table 4: Revisions to 2018-2020 Profit Forecasts

RMB mn New Forecast Old Forecast Change

2018F 2019F 2020F 2018F 2019F 2020F 2018F 2019F 2020F
Total revenue 3,909 4,352 4,833 3,439 3,848 4,286 13.7% 13.1% 12.8%
-Property management services 3,302 3,488 3,679 2,852 3,016 3,182 15.8% 15.7% 15.6%
-Engineering services fees 147 178 218 146 178 218 0.3% 0.2% 0.2%
-Community leasing, sales and
other value-added services 460 685 936 441 654 886 4.4% 4.8% 5.7%
Gross profit 1,423 1,655 1,879 1,470 1,775 2,114 -3.2% -6.8% -11.1%
Operating profit 1,062 1,233 1,397 1,070 1,301 1,568 -0.8% -5.2% -10.9%
Net profit 497 589 662 587 753 944 -15.3% -21.7% -29.9%
Gross margin 36.4% 38.0% 38.9% 44.9% 46.1% 49.3% -8.5 ppts -8.1ppts  -10.5 ppts
Operating profit margin 27.2% 28.3% 28.9% 33.3% 33.8% 36.6% -6.1 ppts -5.5 ppts -7.7 ppts
Net profit margin 12.7% 135% 13.7% 19.7% 19.6% 22.0% -7.0 ppts -6.0 ppts -8.3 ppts
ROE 20.3% 17.4% 17.1% 20.2% 13.9% 15.6% 0.1 ppts 3.4 ppts 1.5 ppts
ROCE 17.3% 14.4% 15.0% 16.5% 14.0% 16.6% 0.8 ppts 0.4 ppts -1.6 ppts
ROA 4.6% 4.9% 5.0% 6.9% 6.6% 7.5% -2.3 ppts -1.7 ppts -2.5 ppts
Net gearing ratio 16.3% 11.6% 1.7% Net Cash NetCash Net Cash n.a. n.a. n.a.

Source: Guotai Junan International.

Maintain "Buy". Colour Life has a sustainable revenue growth outlook, as the expansion in platform service area continues. In
addition, the Company’s mobile app achieved fast monetization along with the increasing cooperation area. We expect that the
Company's gross margin will slightly bottom out from 2019 despite that labour costs is expected to inch up. However, RMB
depreciation could damage the Company's valuation. As we revise down underlying net profit, we revise down our target price
from HK$8.00 to HK$5.60, which represents a 23.9% discount to our DCF derived NAV of HK$7.36 per share and is equivalent
to 12.2x, 10.3x and 9.2x 2018-2020 PER, respectively. We maintain Colour Life’s investment rating as "Buy". Risk factors include
lower-than-expected gross margin and failing to recover total payments from residents.

Table 5: Breakdown of Colour Life’s 2018 NAV
Sum of PV FCFF (RMB mn) 2,885
+ PV terminal value (RMB mn) 5,652
Enterprise value (RMB mn) 8,537
- Net debt/(Cash) (RMB mn) 545
Equity value (RMB mn) 7,993
Assume RMB/HK$ 0.880
Equity value (HK$ mn) 9,082
Shares outstanding (mn) 1,235
NAV per share (HK$) 7.36

Source: Bloomberg, the Company, Guotai Junan International.

Figure 11: Colour Life’s 3-Year Historical P/B Figure 12: Colour Life’s 3-Year Historical P/E
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Table 6: Peers Comparison

Company Stock Code  Currency Mkt Cap  Last Price PE P8 G
(HKD m) HKD  2018F  2019F 2020F 2018F 2019F 2020F 2018F 2018F
HK Listed Property Management Companies
Colour Life Serv 01778 HK HKD 5,341.1 4.020 8.9 72 5.6 1.5 1.3 1.3 45  19.0
Synergis Holding 02340 HK HKD 259.2 0.610 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Kongshumunion 08181 HK HKD 290.8 0.340 n.a. n.a. n.a. na. na. n.a. na. n.a.
China Overseas P 02669 HK HKD 6,705.2 2.040 16.9 13.8 1.7 5.9 45 36 19 384
ZhongAo Home Gr 01538 HK HKD 535.3 0.660 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Greentown Servic 02869 HK HKD 15,1111 5.440 26.7 205 15.7 6.0 49 4.1 1.3 241
Clifford Modern 03686 HK HKD 558.4 0.550 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Country Garden S 03686 HK HKD 26,950.0 10.780 295 221 17.2 10.8 75 54 09 432
A-Living Servi-H 03319 HK HKD 12,506.7 9.380 15.9 10.8 8.2 2.1 1.8 15 18 180
Median 16.9 13.8 1.7 5.9 45 36 19 241
Simple Average 19.6 13.8 11.0 44 36 3.0 26 272
Weighted Average 228 1741 133 6.6 49 38 15 309
HK Listed Real Estate Investment Companies
Great Eagle 00041 HK HKD 24,486.3 35.050 135 12.1 n.a. n.a. n.a. n.a. 22 2.8
Wharf Hldg 00004 HK HKD 62,770.8 20.600 8.9 8.3 79 04 04 0.4 36 48
Hysan Dev 00014 HK HKD 39,8715 38.100 15.6 14.6 138 0.6 05 0.5 38 36
Swireproperties 01972 HK HKD 169,357.5 28.950 19.2 13.9 19.7 0.6 0.6 0.6 28 34
Median 14.5 13.0 13.8 0.6 05 0.5 32 35
Simple Average 14.3 12.2 13.8 0.5 0.5 0.5 341 3.6
Weighted Average 16.1 12.7 148 0.5 0.5 05 3.1 37
HK Listed Lodging Companies
Hk&S Hotels 00045 HK HKD 17,487.5 10.840 221 219 217 n.a. n.a. n.a. 20 2.1
Shangri-La Asia 00069 HK HKD 39,584.2 11.040 217 18.5 17.8 0.7 0.7 0.7 20 37
Asia Standard 00292 HK HKD 666.0 0.330 na. na. na. na. na. na. na. na.
Shanghai Jin J-H 02006 HK HKD 10,631.1 1.910 125 10.6 8.3 0.9 0.9 0.9 48 78
Median 217 185 178 0.8 0.8 0.8 20 37
Simple Average 18.8 17.0 15.9 0.8 0.8 0.8 29 45
Weighted Average 202 18.0 17.2 0.6 0.6 0.5 24 39
Other Listed Lodging Companies
Mandarin Orientl MAND SP usb 2,320.2 1.840 409 472 541 n.a. n.a. n.a. 1.6 n.a.
China Lodgin-Ads HTHT US usb 7,533.7 25.850 323 23.6 185 6.7 53 40 06 222
Median 36.6 354 363 6.7 5.3 4.0 11 222
Simple Average 36.6 354 363 6.7 5.3 4.0 11 222
Weighted Average 343 292 269 5.2 40 31 08 170

Source: the Company, Guotai Junan International.
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Financial Statements and Ratios

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 1,342 1,629 3,909 4,352 4,833 PPE 181 169 313 348 387 g
- Property Management Services Fees 1,059 1,231 3,302 3,488 3,679 Intangible Assets 210 241 1,369 1414 1,460 ﬁ
- Engineering Services Fees 126 121 147 178 218 Investment Properties 93 71 74 78 82 é
- Community Leasing, Sales and Other Goodwill 750 917 2423 2425 2,425 0>-’
157 217 460 685 936 °
Value-Added Services Deposits for Acquisition of Subsidiaries 143 53 95 105 115 z
Cost of Sales (756) (898) (2,486) (2,697) (2,954) Other Non-current Assets 194 318 216 287 391 O\—?
Gross Profit 586 731 1,423 1,655 1,879 Total Non-current Assets 1,570 1,769 4,490 4,657 4,859
- Other Gains, Net (11) 48 20 12 11 Cash & Cash Equivalents 755 857 3,069 3414 4,057
-SG&A (311) (303) (449) (499) (553) Trade Receivables 271 382 692 759 831
- Expenses Recharged to Residential 66 67 68 65 61 Other Receivables and Prepayments 196 316 542 586 635
Operating Profit 330 542 1,062 1,233 1,397 Payments on Behalf of Residents 260 407 743 827 918
- Finance income/(costs), net (38) (90) (311) (329) (354) Restricted Bank Deposits 493 377 390 402 416
- Others 6 5 7 7 7 Other Current Assets 479 554 929 1,307 1,406
Profit before Tax 298 457 758 9N 1,050 Total Current Assets 2453 2,892 6,429 7,366 8,340
Income Tax (82) (106) (206) (243) (271) Total Assets 4,023 4661 10919 12023 13,1199
Profit after Tax 216 351 552 668 779
Non-controlling Interest (28) (30) (54) (78) (117) Other Payables and Accruals 596 625 898 907 916
Shareholders' Profit / Loss 188 321 497 589 662 Receipts on Behalf of Residents 156 158 281 313 348
Basic EPS 0.188 0.322 0.403 0477 0.536 Short-term Borrowings 214 513 1,744 1,800 1,859
Other current liabilities 316 464 1,707 1874 2,059
Cash Flow Statement Total Current Liabilities 1,282 1760 4630 4894 5182
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Long-term borrowings 1124 992 2,582 2,806 3,051
Operating activities Other long-term liabilities 84 82 368 469 503
Profit Before Taxation 298 457 758 911 1,050 Total Non-current Liabilities 1,208 1,074 2,951 3,276 3,554
Depreciation of PP&E 28 38 53 72 80 Total Liabilities 2,490 2,834 7,581 8,170 8,736
Bank Interest income (6) (34) (38) 41) (45)
Other adjustments 164 158 443 544 578 Total Shareholders' Equity 1,459 1,721 3,178 3,614 4,108
Change in working capital (154) (400) (1,894) (220) (253) Minority Interest 74 106 160 239 355 =
Income Taxes Paid (69) 9 29 (173) @n) Total Equity 1532 1827 3338 3853 4,463 %
Cash from Operating Activities 261 140 (650) 1,092 1,137 E
Investing activities Financial Ratios g
Acquisitions of Subsidiaries (180) (76) 0 0 0 2016A 217A 2018F 2019F 20207 \:
Purchase of PPE (65) (100) (197) (108) (119) Revenue Growth (%) 62.2 214 140.0 113 11.0 H
Repayments of Fellow Subsidiaries 22 (55) 406 62 73 Gross Profit Growth (%) 289 27 94.8 16.3 R
Increase in Restricted Bank Deposits 59 16 (12) (13) (13) Reported Net Profit Growth (%) 115 708 55.1 185 12.3 ‘%
Others (389) 18 (27) (506) (237) g
Cash from Investing Activities (553) 3 170 (564) (296) Gross Margin (%) 436 449 36.4 38.0 389 S
Financing activities Operating Profit Margin (%) 246 333 272 283 289
Dividends paid 7 (79) (270) (286) (308) Net Margin (%) 14.0 19.7 12.7 135 13.7
Interests paid (85) (87) (132) (153) (169) ROE (%) 1338 20.2 203 174 1741
Debt raised!(repaid) 67 64 2,849 240 260 ROA (%) 54 69 486 49 50
Advances & Repayments 14 8 2 ) 3)
Other financing cash flow 649 52 243 19 22 Net Gearing Ratio Net Cash 15 16.3 11.6 1.7
Cash from Financing Activities 628 (1) 2,692 (183) (198) Debt to Equity Ratio e 733 1260 1180 1107
Net Changes in Cash 335 102 2212 345 643
Cash at Beg of Year 419 755 857 3,069 3414 PIE (Basic) (x) 19.2 104 88 74 66
Exchange Losses 0 0 0 0 0 P/E (Diluted) (x) 19.2 104 88 74 6.6
Cash at End of Year 755 857 3,069 3414 4,057 P/B (x) 25 19 14 12 11
Dividend Yield (%) 24 26 3.0 35 39
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 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 B o T 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 MR 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 | (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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