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A Rough Road Back to Glory, Upgrade to "Accumulate”
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® Sluggish sales but earnings beat expectations. Tingyi's 3Q18 revenue was

+ down 4.2% YoY to RMB18,863 million due to sluggish beverage sales which Rating: Accumulate
2 decreased 6.5% YoY, while Noodles sales slightly increased 0.7% YoY. Thanks
& to price hikes and product mix upgrades, the Company’s 3Q18 gross margin was PP . g3
= up 0.9 ppt YoY to 33.4%. Attributable to lower SG&A expense to sales ratio,
g Tingyi's EBIT increased 4.3% YoY to RMB2,623 million. As its shareholding of B
E beverage business rose, the Company’s 3Q18 shareholders’ profit was up 6-18m TP H b5ff: HK$12.50
S 25.5% YoY.
® Due to intense competition, Tingyi will implement volume-first strategy in Share price i HK$10.480

2019. Affected by slower economic growth, China's instant noodles and
beverage sales growth both decelerated in 3Q18 but competition has become Stock performance
even more intense as local players have aggressively expanded. Tingyi will 2

("

implement volume-first strategy in 2019, hoping to regain more market share.

Tingyi will start to double its advertising expense from 4Q18 and strengthen its 500 T %ofreturn
coverage in new channels. 400
e Based on lower earnings forecasts, we lower TP to HK$12.50. We think the %0
it o market may overestimate the negative effect of its volume-first strategy on 20
S § profitability. Backed by big data technology, precision marketing will empower 100
= the Company to efficiently allocate advertisement resources. Volume-first W W
Bt % strategy will also improve its product mix. Moreover, implementation of (100) H\
w3 asset-light and activation on asset will further improve its productivity. We think (200)
¢ Tingyi' t valuation is attractive. Theref de to @0
X ingyi's current valuation is attractive. erefore, we upgrade to ) cats way-18 nog18 Now1s
= "Accumulate”. The new TP represents 23.2x 2018 PER, 22.6x 2019 PER, HsI —  TINGVI
& S
H = and 20.6x 2020 PER.
w
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Consumer Sector-Food & Beverage

Year End Turnover Net Profit ERS ERBS PER BPS PBR DPS Yield ROE

gk LLON JBe AR 1A 53 ek il 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) (%) (%)

2016A 55,579 1.162 0.207 (30.3) 45.3 3.140 3.0 0.103 11 6.3

2017A 58,954 1,819 0.325 57.0 26.8 3.171 2.8 0.165 1.9 10.0

— 2018F 61,373 2,449 0.436 34.2 21.2 3.551 2.6 0.218 2.4 12.8
% 2019F 64,210 2,516 0.448 2.8 20.6 3.781 2.4 0.224 2.4 12.2
g 2020F 67,263 2,755 0.490 9.4 18.8 4.048 2.3 0.245 2.7 12.5
il § Shares in issue (m) &A% (m) 5,617.8 Major shareholder K%< Ting Hsin 33.8%
=~ Market cap. (HK$ m) mifE (HK$ m) 58,874.5 Free float (%) HHEEE (%) 32.3
3 3 month average vol. 3 > H 2 i 41 (1000) 8,112.6 FY18 Net gearing (%) FY18 1§ i/l = ¥ 4 (%) 3.7
E 52 Weeks high/low (HK$) 52 Ji /% (HKS$) 19.500 / 10.340 FY18 Est. NAV (HK$) FY18 f: i ftifl (HErt) 17.2

Source: the Company, Guotai Junan International.
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Tingyi’s 3Q18 Quarterly Results Review

Sluggish sales performance in 3Q18. In 3Q18, the Company’s revenue was down 4.2% YoY to RMB18,863 million, lower
than expected, hurt by weak beverage sales. Due to the Company’s weakening competitiveness of bottled water, contraction in
market size of diluted juice, as well as unfavorable weather condition, Tingyi’'s 3Q18 beverage sales decreased 6.5% YoY to
RMB11,748 million, much lower than 9.2% YoY growth in 1H18. Among the beverage segment, the Company's sales in RTD
tea, juice and bottled water slumped 5.9% YoY, 17.5% YoY and 36.0% YoY, respectively, affected by sales contraction resulted
from price hike and intense competition. On the other hand, in 3Q18, Tingyi’s instant noodles sales slightly increased, up 0.7%
YoY to RMB6,752 million, driven by the growth of high-end instant noodles sales, but sales growth was much lower than 1H18
(8.4% YoY).

Tingyi's 3Q18 earnings beat expectations. Thanks to price hikes, product mix upgrade and declining raw material costs, the
Company’s 3Q18 gross margin was up 0.9 ppt YoY and 0.7 ppt QoQ to 33.4%. Attributable to lower SG&A expense to sales
ratio, which was down 0.7 ppt YoY, Tingyi's EBIT increased 4.3% YoY to RMB2,623 million. Due to the increase in shareholding
of beverage business, Tingyi's shareholders’ profit from beverages increased 28.5% YoY to RMB889 million, driving the
Company’s 3Q18 shareholders’ profit, up 25.5% YoY to RMB1,554 million, better than expectations. Based on strong 3Q18
performance, the management guided up 2018 earnings (excluding impairment loss & disposal gains) growth forecast to 35%
YoY.

Table-1: Tingyi’s 3Q18 Quarterly Results Review

Income Statement

RMB million 3Q17 3Q18 YoY 1-3Q17 1-3Q18 YoY
Turnover 19,687 18,863 -4.2% 48,254 49,859 3.3%
Cost of sales (13,289) (12,568) -5.4% -33,544 -33,884 1.0%
Gross Profit 6,397 6,294 -1.6% 14,711 15,975 8.6%
Other net income 230 134 -41.6% 641 932 45.3%
Distribution costs (3,230) (3,036) -6.0% -8,888 -9,203 3.5%
Administrative expenses (644) (544) -15.6% -1,706 -1,783 4.5%
Other operating expenses (217) (198) -8.8% -702 -1,146 63.4%
Operating Profit 2,536 2,651 4.6% 4,056 4,775 17.7%
Finance costs, net (90) (106) 17.1% -361 -328 -9.0%
Share of results of associates 52 62 17.6% 147 157 6.9%
Profit before tax 2,498 2,607 4.4% 3,843 4,604 19.8%
Taxation (615) (702) 14.2% -1,079 -1,210 12.1%
Profit after tax 1,883 1,906 1.2% 2,763 3,394 22.8%
Minority interests (645) 352 -154.5% -825 170 -120.6%
Shareholder's Profit 1,238 1,554 25.5% 1,938 2,861 47.6%
Gross Margin 32.5% 33.4% 0.9 ppt 30.5% 32.0% 1.6 ppt
Operating Margin 12.9% 14.1% 1.2 ppt 8.4% 9.6% 1.2 ppt
PAT Margin 9.6% 10.1% 0.5 ppt 5.7% 6.8% 1.1 ppt
Net Margin 6.3% 8.2% 1.9 ppt 4.0% 5.7% 1.7 ppt

Source: the Company, Guotai Junan International.
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Table-2: Tingyi’s Segment Results Breakdown

Segment Revenue

RMB million
Segment revenue
Instant Noodle
Beverage

Instant Food & Others
Total

Gross profit

Instant Noodle
Beverage

Instant Food & Others
Total

EBIT

Instant Noodle
Beverage

Instant Food & Others
Total

Profit after tax
Instant Noodle
Beverage

Instant Food & Others
Total

Gross margin
Instant Noodle
Beverage

EBIT margin

Instant Noodle
Beverage

Net margin

Instant Noodle
Beverage

3Q17

6,707
12,568
411
19,687

2,075
4,204

118
6,397

842
1,692

A7)
2517

626
1,331

(74)
1883

30.9%
33.5%

12.5%
13.5%

9.3%
10.6%

3Q18

6,752
11,748
363
18,863

2,164
4,010

121
6,294

1,000
1,580

43
2,623

715
1,236

(45)
1,906

32.1%
34.1%

14.8%
13.5%

10.6%
10.5%

YoY

0.7%
-6.5%
-11.8%
-4.2%

4.3%
-4.6%
2.4%
-1.6%

18.8%
-6.6%
-352.3%
4.2%

14.2%
-7.1%
-38.7%
1.2%

1.1 ppt
0.7 ppt

2.3 ppt
0 ppt

1.3 ppt
-0.1 ppt

1-3Q17 1-3Q18 YoY
16,979 17,886 5.3%
30,104 30,895 2.6%
1,172 1,078 -8.0%
48,254 49,859 3.3%
4,902 5,485 11.9%
9,474 10,162 7.3%
335 328 -2.1%
14,711 15,975 8.6%
181 181 0.0%
296 296 0.0%
18 18 0.0%
495 495 0.0%
1,158 1,382 19.3%
1,670 1,775 6.3%
(65) 238  -468.1%
2,763 3,394 22.8%
28.9% 30.7% 1.8 ppt
31.5% 32.9% 1.4 ppt
1.1% 1.0% -0.1 ppt
1.0% 1.0% 0 ppt
6.8% 7.7% 0.9 ppt
5.5% 5.7% 0.2 ppt

Source: the Company, Guotai Junan International.

Instant noodles market growth slowed down and competition intensified. According to Nielsen, in 3Q18, China's instant

noodles sales volume recorded 3.0% YoY growth, lower than 4.1% in 1H18, dragged by sluggish macro economy and

competition from O20 food delivery. In spite of weaker market growth, market competition has become intense as local players

who are seeking public listing aggressively grasp market share in lower-tier cities. For example, Jinmailang launched "One and
Half Bowl (—1#f2f-)" and "One and Half Package (—%¥2/%)" which have the same price as Tingyi's classic product, but provide 50%
more food. Jinmailang's strategy has effectively worked out in low-tier cities, where there is higher demand for large volume
noodles. Tingyi's market share went down 1.2 ppt QoQ to 47.6% in 3Q18. In order to defend its core market, Tingyi is
solidifying its market position in its high-end market by introducing several new products, and it has also tapped into the ultra

premium market with the launch of Express series. The management expects that instant noodles will record high single-digit

percentage growth in 4Q18.

Figure-1: China's Instant Noodles Retail Sales Growth

Figure-2: Instant Noodles Market Share — by Value
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Beverage sales performance is relatively more vulnerable to macroeconomic changes. Affected by the sluggish
macroeconomy environment and retail sales, as well as unfavorable weather, beverage sales growth in China witnessed
notable deceleration in 3Q18 compared to 1H18. According to Nielsen, in 3Q18, China’s RTD tea sales growth only recorded
1.2% YoY (16.7% in 3Q17), while bottled water sales growth declined to 6.9% YoY (12.4% in 3Q17). Consumption
diversification has been the major trend in the beverage industry as high-end and low-end products both experienced ups and
downs. In the dynamically changing market, beverage companies may pay high trial-and-error costs to launch new products,
indicating more uncertainty.

28 November 2018

Figure-3: China's Beverage Retail Sales Growth Figure-4: China’s Beverage Output
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Source: Nielsen, the Company, Guotai Junan International.

Bottled water in its darkest hour in 3Q18. Due to the increase in shareholding of beverage business, Tingyi’s shareholders’
profit from beverages increased 28.5% YoY in 3Q18. Likewise, the Company's shareholders' profit from beverages is expected
to record higher loss in 4Q18, which is the off-season for beverages. As channels have not fully absorbed the impact of the
Company's price lift of bottled water as well as that Tingyi's major competitor in the RMB1 bottled beverage market has not
lifted price, performance of Tingyi's bottled water was still sluggish in which market share fell to 8.6% and market share rank
came down to No.5. However, the Company maintained its market position in RTD tea, as less competitive products were
launched into the market. The Company's coffee sales achieved satisfactory performance due to a sophisticated lineup, which
is expected to contribute more profit to Tingyi.

# (00322 HK)

Figure-5: RTD Tea (including milk tea) Market Share —
by Volume

Figure-6: RTD Tea (including milk tea) Market Share — by
Value
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Figure-7: Diluted Juice Market Share — by Volume

Figure-8: Bottled Water Market Share — by Volume
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Volume-first strategy will be implemented in 2019. In the face of competition from ambitious local players who are seeking
IPO, such as Jinmailang, Jingtian and Nongfu Spring, the Company will implement volume-first strategy in 2019, hoping to
regain market share as much as possible. Tingyi will start to double its advertising expense since 4Q18 and strengthen its
coverage in new channels, in order to attract more consumers. The Company will continuously focus on bottled water by
improving packaging quality and strengthening IP cooperation. Tingyi's volume-first strategy may affect its profitability
improvement.
Raw material prices have become favorable to the Company as packaging prices have begun to decline. As at
November 27, 2018, YTD price of flour, palm oil and sugar dropped 1.3% YoY, 18.2% YoY and 12.8% YoY, respectively. The
burden on raw material costs was primarily derived from packaging price. As at November 27, 2018, the YTD price of PET
increased 16.5% YoY. However it has turned to decline since September, down 27% from the highest point. Moreover,
cardboard paper price has started to fall month over month, down 19% from the highest point. Overall, as the price of most raw
materials has declined, they may be favorable for the Company in 2019.
:
Figure-9: Palm Oil price Figure-10: Flour price ~
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Source: MDEX. Source: the Ministry of Agriculture of China.
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Figure-11: Cardboard Price Figure-12: Aluminum
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Figure-13: PET price Figure-14: Domestic Sugar price
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Earnings Forecasts Assumptions and Revisions

Due to weaker industry growth forecasts and lack of further price hike momentum, we have trimmed down revenue forecasts in
2018, 2019 and 2020 by 1.9%, 2.6% and 2.9%, respectively. Due to lower-than-expected SG&A expenses in 3Q18, we have
raised earnings in 2018 by 5.2%, in line with the management's guidance. As higher advertisement expense is expected to be
incurred in 2019 and 2020, and with promotion expenses unavoidably increasing to support the Company's volume-first
strategy, we have revised down earning forecasts in 2019 and 2020 by 4.5% and 5.3%.

Table-3: Earnings Estimates Revisions

NEW OLD CHANGE

RMB million

2018F  2019F 2020F 2018F  2019F 2020F 2018F  2019F  2020F
Revenue 61,373 64,210 67,263 62,548 65,900 69,288 -1.9% -2.6% -2.9%
Gross profit 19,196 20,175 21,068 19,687 20,844 21,858 -2.5% -3.2% -3.6%
Operating profit 4,363 4,484 4,860 4,132 4,671 5,096 5.6% -4.0% -4.6%
Profit after tax 2,776 2,827 3,093 2,619 2,944 3,240 6.0% -4.0% -4.5%
Shareholders’ profit 2,449 2,516 2,755 2,327 2,635 2,909 5.2% -4.5% -5.3%
EPS (RMB) 0.436 0.448 0.490 0.414 0.469 0.518 5.3% -4.5% -5.3%
Gross margin 31.3% 31.4% 31.3% 31.50% 31.60% 31.50% -0.2ppt -0.2ppt -0.2 ppt
Operating margin 7.1% 7.0% 7.2% 6.60% 7.10% 7.40% 05ppt -0.1ppt -0.2ppt
PAT margin 4.5% 4.4% 4.6% 4.20%  4.50% 4.70% 0.3ppt -0.1ppt -0.1ppt
Net margin 4.0% 3.9% 4.1% 3.70% 4.00% 4.20% 0.3 ppt -0.1ppt -0.1ppt

Source: Guotai Junan International.
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Lower TP to HK$12.50 but upgrade to "Accumulate". Based on lower earnings forecasts, we lower TP to HK$12.50.
Tingyi's share price has fallen 17.4% after the analyst meeting as the market is concerned that Tingyi's volume-first strategy
may hurt profitability in 2019 and 2020 and impact the Company's plan to return to its historical peak level of profit in 2020.
However, we think that the market may overestimate the negative effect of its volume-first strategy on profitability. We expect
that profitability in 2019 and 2020 may not be lower than 2018 as volume-first strategy will also improve product mix. In addition,
backed by big data technology, precision marketing will empower the Company to efficiently allocate advertisement resources.
Moreover, the Company plans to reduce production base of instant noodles and beverages by 15% and 45% by 2020, which
will further improve its productivity. We think Tingyi's current valuation is attractive, lower than the industry average and its
historical mean. Therefore, we lower TP to HK$12.50 but upgrade rating to "Accumulate”. The new TP represents 23.2x 2018
PER, 22.6x 2019 PER, and 20.6x 2020 PER.

Table-4: Peers Comparison

Market PER (x) PBR(x) ROE(%) Gross Margin(%) Operating Margin(%)
Company Ticker $ SPI::::: Cap
(HK$ mn) FY18F FY19F  FY20F  FY18F FY18F FY18F FY18F

China Resources Beer 291HK HKD  26.850 87,106 38.1 29.2 24.0 39 108 36.1 8.5
China Mengniu Dairy  2319HK HKD  23.950 94,064 27.0 210 173 33 128 38.1 5.6
Tingyi 322HK HKD  10.480 58,874 211 18.7 16.6 26 127 314 6.7
Dali Foods 3799 HK HKD 5.670 77.646 178 156 136 45 26.7 38.9 211
Want Want China 151 HK  HKD 5.810 72,330 19.7 18.6 174 4.0 218 431 20.2
Tsingtao Brewery 168 HK HKD  30.750 43,805 233 19.9 174 2.0 8.9 37.3 5.8
Uni-President China 220HK HKD 7.000 30,235 24.1 21.0 18.8 20 8.6 34.7 6.5
Vitasoy Ltd 345HK HKD  30.700 32,576 55.3 445 38.5 1.2 218 52.9 126
China Foods 506 HK HKD 3.600 10,070 217 179 15.1 2.1 9.5 35.5 5.2
Simple Average 27.6 22.9 19.8 4.0 14.8 38.7 10.2
Weighted Average 27.0 22.3 19.2 3.9 15.8 38.4 11.2

Source: Bloomberg.
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O ERERIES

GUOTAI JUNAN SECURITIES Tingyi (00322 HK)

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 g
Total Revenue 55,579 58,954 61,373 64,210 67,263 Property, plant and equipment 32,557 28,015 27,106 25,804 24,690 (:‘
Cost of sales (38,201) (41,616) (42,177) (44,035) (46,195) Prepaid lease payments 3,932 3,731 3,824 3,920 4,018 é
Others 2,994 3413 3,090 3,191 3,302 G>J
Gross profit 17,378 17,338 19,196 20,175 21,068 Total Non-current Assets 39,483 35,158 34,019 32,914 32,009 g
Other revenue and income 707 991 1,163 1,014 1,116 ﬁ
Distribution costs (12,070) (11,269) (11,722) (12,328) (12,915) Cash & Cash Equivalents 10,232 10,285 16,218 20,000 23,901
Administrative expenses (2,044) (2,189) (2,332) (2,440) (2,556) Inventories 2,482 2,397 2,456 2,490 2,699
Other operating expenses (1,116) (1,124) (1,942) (1,936) (1,854) Bills receivable 1,590 1,636 1,306 1,772 1453
Others 2,734 4,623 1,286 4,871 1,578
Operating Profit 2,856 3,746 4,363 4,484 4,860 Total Current Assets 17,038 18,941 21,266 29,134 29,631
Finance costs (496) (455) (432) (509) (510) Total Assets 56,521 54,099 55,285 62,048 61,640
Share of profits from associates 74 101 105 116 127
Short-term debts 9,164 7,775 8,479 8,497 9,096
Profit Before Tax 2434 3,393 4,037 4,091 4477 Bills payable 6,595 7,119 4,898 7,769 5,520
Income Tax (1.051) (1,137) (1.261) (1.264) (1,384) Accrued expenses and other payables 6,698 747 5872 8,002 6,552
Others 1,251 1,668 1814 1,895 2,01
Profit after Tax 1,382 2,255 2,776 2,827 3,003 Total Current Liabilities 23,708 23,980 21,064 26,164 23,179
Non-controlling Interest (220) (436) (327) (311) (338)
Shareholders' Profit/ Loss 1,162 1,819 2,449 2516 2,755 Net current assets (6,670) (5,039) 202 2970 6,452
Total assets less current liabilities 32,813 30,120 34,222 35,885 38,462
Basic EPS 0.207 0.325 0436 0.448 0.490
Long-term debts 6,880 6,609 8,479 8,497 9,096
Cash Flow Statement Others 1,832 1,217 1,582 1,624 1,767
Total Non-current Liabilities 8,712 7,825 10,061 10,121 10,863
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Total Liabilties 82420 31805 31425 %6285 34042
PBT 2434 3,393 4,037 4,091 4477
DD&A 3677 3,514 3,009 2,802 2614 Share capital 235 235 235 235 235
Change in working capital 2,544 1510 (155) 986 (222) Reserves 17,889 18,177 19,716 21,008 22505
Others 658 82 336 @) @) Total Shareholders' Equity 18,124 18,412 19,951 21,243 22,740 c
Cash generated from operations 9312 8,499 7,207 7,786 6,652 Minority Interest 5977 3,882 4,209 4520 4,858 i
Income and interest tax paid (1,318) (1.817) (1,218) (1,736) (1,725) Total Equity 24,101 22204 24,161 25,764 27,598 §
Cash from Operating Activities 7,994 6,682 6,010 6,050 4,927 e

Financial Ratios

Investing activities

Capital expenditure (1539) (1,049) (2,100) (1,500) (1,500) 2016A 2017A 2018F 2019F 2020F

P
Interest income 218 271 309 487 600 Revenue Growth (%) 5.9 6.1 41 46 48 E’
Others (330) (54) 50 (66) (65) Gross Profit Growth (%) 77 02 107 5.1 44 -
Cash from Investing Activities (1,651) (832) (1,742) (1,079) (965) EBIT Growth (%) -15.7 31.2 16.5 28 84
Net Profit Growth (%) -30.2 56.6 346 28 95
Financing activities Gross Margin (%) 313 294 313 314 313
Loans changes (1,646) (3,141) 2,574 36 1,198 - Instant noodles 288 288 309 306 30.2
Share placing 996 0 0 0 0 - Beverages 33.0 29.8 316 321 322
Dividend paid (941) (713) (910) (1,224) (1,258)
Others (1,200) (1,908) 0 0 0 PAT Margin (%) 25 38 45 44 46
Cash from Financing Activities (2,791) (5,762) 1,665 (1,188) (60) - Instant noodles 54 6.6 6.7 6.7 70
- Beverages 12 24 28 25 27
Net Changes in Cash 3552 88 5933 3,782 3,901 Net Margin (%) 21 31 40 39 4.1
Foreign exchange effect 33 (35) 0 0 0 ROA (%) 25 41 5.1 48 5.0
Cash at Beg of Year 6,647 10,232 10,285 16,218 20,000 ROE (%) 6.3 10.0 128 122 125
Cash at End of Year 10,232 10,285 16,218 20,000 23,901
Inventory turnover days 220 214 210 205 205
Account receivable days 102 100 8.8 8.8 8.8
Account payable days 53.9 60.1 52.0 52.5 52.5
Net gearing (%) 33.0 230 37 Net cash Net cash
Net interest cover (x) 58 8.2 10.1 8.8 95
Payout ratio (%) 50.0 50.0 50.0 50.0 50.0

Source: the Company, Guotai Junan International.

- Company Report

See the last page for disclaimer Page 8 of 9



O ERERIES

GUOTAI JUNAN SECURITIES Tingyi (00322 HK)

Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition g
Buy SEN Relative Performance >15%; o
or the fundamental outlook of the company or sector is favorable. 3
Accumulate llog:=, Relative Performance is 5% to 15%; g
. >
or the fundamental outlook of the company or sector is favorable. S
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 i
Report. N

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research S

Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

=

Tingyi J#

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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