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Market Data: Nov 29 Financial summary and valuation
Closing Price (HKS) 2.08 2016 2017 2018E 2019E 2020E
Price Target (HKS) 2.51 Revenue (Rmbm) 91,657 120,034 110,793 122,728 133,957
HSCEI 10,585 YoY (%) 16.40 30.96 -7.70 10.77 9.15
Hsccl 4,294 Net income (Rmbm) 15,512 18,122 18,385 20,089 21,601
52-week High/Low (HKS) 3.19/1.83 YoY (%) 10.59 16.83 1.45 9.27 7.53
Market Cap (USD Mn) 10162 EPS (Rmb) 0.43 0.45 0.46 0.50 0.54
Market Cap (HKS Mn) 79,764 Diluted EPS (Rmb) 043 0.45 0.46 0.50 0.54
Shares Outstanding (M) 28165 BPS (Rmb) 3.09 3.36 3.60 4,04 4.55
’ ROE (%) 12.88 12.56 11.93 12.02 11.66
E*r‘i::”i‘:‘:;er:;”:c':‘z’hm 113 Asset/Equity 7.94 8.24 8.60 8.76 8.76
o ) PE (x) 4.26 4.07 4,01 3.67 341

PB (x) 0.59 0.55 0.51 0.45 0.40

Note: Diluted EPS is calculated as if all outstanding convertible securities, such as convertible preferred shares, convertible
debentures, stock options and warrants, were exercised,
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Investment highlight :

Since 2018, local AMC NPL acquisition has decelerated, reducing competition and loweringacquisition
costs in the distressed asset market. In 1H18, Cinda’s market share reached 40% with anaverage
acquisitioncost of 0.37x book valuevs 0.42x in 2017.Amid the current economic slowdown and rising
exposure to private and micro firms, we expect to see NPLs rise, indicating increasing supply in the
distressed asset market.Given Cinda’s advantage in NPL disposals, competition from local AMCs is likely
to diminish, and Cinda will maintain rapid distressed assetacquisitionswith enhanced pricing power.lts
traditional distressed assets value grew 65% YoY in 1H18 (2016: 13%, 2017: 59%), while Its yield on
traditional distressed asset disposal reached 17.4% in 1H18 (2016: 19.2%, 1H17: 16.7%, 2017:
17.8%).With 21% upside to our new HKS$2.51 target price (0.55x 19E PB), we maintainBUY.

Restructuring distressed asset management business to recover amid policy tuning.Given increasing
macroeconomic pressure, the government is encouraging financial institutions to enhance financial
support for the real economy. As Cinda’s restructuring asset management business serves as a
supplement for traditional financial channels,we expect it tobottom amid continuous policy fine-
tunings. So far property sectoraccounted for 50% of its outstanding restructuring distressed assets,
among which 85% are developers in top-tier cities. As such, Cinda may benefit from the improving
solvency of developers and possiblepolicy stimulus. Its restructuring distressed assets value grew 10%
YoY in 1H18 (2016: 12%; 2017: 17%), while its yield on restructuring distressed assets disposal reached
8.1% (2016: 9.9%, 1H17: 8.7%, 2017: 8.6%).

Safety margin from low valuation and high yield. Though we believe Cinda is a pro-cyclical player, as
in economic downturns its aggressive NPL acquisitions and slow NPL disposal impacts capital levels and
earnings growth, its low valuation and high yield offer asufficient safety margin.Cinda has corrected by
22% vyear to date, and is now trading at 0.45x 19E PB with a dividend yield of 8.2%. We believe the
impact fromthe economic downturnis largely priced in. To prevent any systematic risk from the trade
war and broad deceleration of economic activities, further stimulus is likely, including RRR cuts,
interest rate cuts, tax cuts, credit window guidance as well as relaxed property regulationsand supply-
side reforms. This will alleviate the market’s concerns about Cinda’s decelerating distressed asset
disposal speed and yield as well as deteriorating asset quality, which may lead to a valuation recovery.

Maintain BUY. Cinda adopted IFRS 9 earlier in2018, which requires stricter provisions and equity assets
to be accounted by fair value through profit or loss. In light of the accounting rules change, we revise
down our EPS forecast to Rmb0.46 in 18E (+2% YoY) and Rmb0.50 in 19E (+9% YoY) and Rmb0.54 in
20E (+8% YoY). Currently the stock is trading at 0.45x 19E PB. Given its attractive risk/reward profile,
we base our new HK$2.51 target price on 0.55x 19E PB (vs our previous HKS3.77 target) and with 21%
upside, we maintain our BUY recommendation.
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Traditional distressed asset management to benefit

We believe Cinda’s traditional distressed asset management business will benefit from rising
NPLs and relieving competition. In terms of NPL acquisition, now there are 60 local AMCs and
these local AMCs were aggressive in NPL acquisition during 2016 and 2017, but it was not
sustainable without efficient NPL disposal. Since 2018, local AMC’ NPL acquisition has
decelerated, which lead to relieving competition and lower NPL acquisition cost in the
distressed assets market. In 1H18, Cinda’s market share reached 40% and average acquisition
cost is 0.37x book value as compared to 0.42x in 2017. Looking forward, amid the economic
slowdown and rising exposure to private and micro firms, we expect to see rising NPLs in the
banking system, which indicates increasing NPL supply in the distressed asset market. And given
Cinda enjoys leading advantage in NPL disposal backed by their full-licensed financial services,
experienced workforce, capital strength and disposal expertise, the competition from local
AMCs will be gradually relieved, and Cinda will maintain its rapid traditional distressed assets
acquisition with enhancing pricing power. Its traditional distressed assets value grew 65% YoY in
1H18 (2016: 13%, 2017: 59%), while its traditional distressed assets disposal income grew 28%
YoY in 1H18 (2016: 42%, 2017: 51%). Its yield on traditional distressed assets disposal reached
17.4% in 1H18 (2016: 19.2%, 1H17:16.7%, 2017: 17.8%).

Fig 1::Traditional distressed asset management to benefit

Traditional distressed 0 5017 5012 2013 1H14 2015  1H16 2016

asset management

Net asset value of

traditional distressed 8,030 7,919 8,022 16,784 22,855 42,169 59,922 83,264 84,778 93,764 107,606 148,802 177,524
assets(RMB mn)

Newly acquired

restructuring distressed 3,532 2,867 2,942 12,279 7,186 30,796 26,204 85,139 28,073 72,655 26,414 86,691 45,874
assets

Newly disposed

traditional distressed 4,261 3,189 3,206 3,810 1,832 5,871 8,531 44,350 26,660 61,861 13,304 31,356 16,893

assets

ghnar:;'zzed fair value 116 211 368 293 717 460 80 549 468 142 1,072 -102 6
:j”izs;";lfmm asset 5396 4,851 3974 4534 2311 4,106 1,501 4,123 2,222 5836 4212 879 5402
Disposal yield 19.30% 18.60% 19.20% 20.40% 16.20% 19.20% 16.70%  17.80%  17.40%

Source: Wind, SWS Research

Restructuring distressed asset management to recover

We believe its restructuring distressed asset management business will recover amid tightening
social financing and policy fine-tunings. Since 2018, shadow banking regulation kept
strengthening amid financial de-leverage, which had led to declining financing availability and
rising funding cost for the real economy. Given the rising economic downward pressure, the
government started to encourage financial institutions to enhance their financial support to the
real economy. As Cinda’s restructuring asset management business involves acquiring accounts
receivables from the creditor and enters into a repayment agreement with the debtor, it serves
as a supplement and substitute for traditional financial channels. So we believe its restructuring
distressed asset growth could bottom out amid continuous policy fine-tunings. So far property
sector accounted for 50% of its outstanding restructuring distressed assets, among which 85%
are developers in top tier cities. So Cinda may benefit from improving solvency of developers
and possible policy stimulus. Its restructuring distressed assets value grew 10% YoY in 1H18
(2016: 12%; 2017: 17%), while its restructuring distressed assets income grew 5% YoY in 1H18
(2016: -18%, 2017: 14%). Its yield on restructuring distressed assets disposal reached 8.1%

Please refer to the last page for important disclosures Page 1
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(2016: 9.9%, 1H17: 8.7%, 2017: 8.6%). The impaired ratio of restructuring assets was 2.23%
(2016: 1.78%, 1H17:2.13%; 2017: 1.88%), while its coverage ratio was 210% (2016: 205%, 1H17:
203%, 2017: 209%).

Fig 2::Restructuring distressed asset management to recover

Restructuring

distressed asset 2010 2011 2012 2013 1H14 2014E 1H15 2015 1H16 2016 1H17 2017
management

Net asset value
of restructuring 9,681 48,068 97,971 157,765 164,635 153,117 164,804 145534 184,474 195184 215,183 214,919

distressed assets

Newly acquired

restructuring 9,593 49,250 76,534 78,193 118703 31,535 82,193 41,120 134,225 46,437 115363 48,89
distressed assets
el ol 181 3,518 10,144 7,577 18,243 9,491 19,147 8,559 15657 8,645 17,773 9,107

asset disposal

Average return 17.20% 16.00%  135%  12.20%  12.20%  1120%  11.70%  1060%  9.90% 8.70% 8.60% 8.10%

yield
Impaired asset 73 597 1,011 1,760 2,037 2,416 3,040 2,759 3,416 4,353 4,221 5,017
Impaired ratio 0.76% 1.24% 1.03% 1.08% 1.24% 1.52% 1.78% 1.82% 1.78% 2.13% 1.88% 2.23%

Provision for
restructuring 20 1,482 2,943 4,684 5,432 5,803 6,385 5,799 7,010 8,853 8,802 10,547

distressed assets

Provision
coverage ratio
Source: Wind, SWS Research

27.36% 24837% 291.14%  266.10% 266.65% 240.20% 210.00% 210.20% 205.20% 203.40% 208.50% 210.20%

Safty margin from low valuation and high yield

Though we believe Cinda is a pro-cyclical player, as in economic downturn its fast NPL
acquisition and slow NPL disposal hurt its capital levels and earnings growth, while in economic
upturn its moderate NPL acquisition and accelerating NPL disposal will significantly boost its
capital position and earnings momentum, its low valuation and high yield has already given it
sufficient safety margin. Cinda corrected by 22% since year to date, and now it is trading at only
0.45x 19E PB with dividend yield of 8.2%. We believe the impact from economic downturn is
largely priced in. Looking forward, to prevent any systematic risk from the trade war and broad
deceleration of economic activities, further stimulus is likely, including RRR cuts, interest rate
cuts, tax cuts, credit window guidance as well as relaxed property regulation and supply side
reform. This will alleviate the market concern about Cinda’s decelerating distressed asset
disposal speed and yield as well as deteriorating asset quality, which may lead to a valuation
recovery.

Fig 3::Distressed asset management breakdown

N |
et asset value 2010 2011 2015 1H16 2016 1H17 2017 1H18
(RMB m) -

Traditional
distressed asset 8,030 7,919 8,022 16,784 22,855 42,169 59,922 83,264 84,778 93,764 107,606 148,802 177,524

management

Restructuring
distressed asset 0 9,681 48,068 97,971 157,765 164,635 153,117 164,804 145,534 184,474 195,184 215,183 214,919

management

Please refer to the last page for important disclosures Page 2
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Newly acquired
distressed assets
Traditional
distressed asset 3,532 2,867 2,942 12,279 7,186 30,796 26,204 85,139 28,073 72,655 26,414 86,691 45,874
management

Restructuring

distressed asset 0 9,593 49,250 76,534 78,193 118,703 31,535 82,193 41,120 134,225 46,437 115,363 48,894
management

2010 2011 2012 2013 1H14 2014 1H15 2015 1H16 2016 1H17 2017 1H18

Income from
asset disposal
Traditional
distressed asset 5,396 4,851 3,974 4,534 2,311 4,106 1,501 4,123 2,222 5,836 4,212 8,796 5,402
management
Restructuring
distressed asset 0 181 3,518 10,144 7,577 18,243 9,491 19,147 8,559 15,657 8,645 17,773 9,107
management
Source: Wind, SWS Research

2010 2011 2012 1H14 2014

Fig 4::Safty margin from low valuation and high yield
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Maintain BUY

Cinda adopted IFRS 9 earlier in 2018, which requires stricter provisions and equity assets to be
accounted by fair value through profit or loss. In light of the accounting rules change, we revise
down our EPS forecast to Rmb0.46 in 18E (+2% YoY) and Rmb0.50 in 19E (+9% YoY) and
Rmb0.54 in 20E (+8% YoY). Currently the stock is trading at 0.45x 19E PB. Given its attractive
risk/reward profile, we base our new HK$2.51 target price on 0.55x 19E PB (vs our previous
HKS$3.77 target) and with 21% upside, we maintain our BUY recommendation.

Please refer to the last page for important disclosures Page 3
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APPENDIX

Figure 1: Forecast Income Statement

RMB Mn 2010 2011 2012 2013 2014 2015 2016 2017 2018E 2019E
Income from distressed debt assets
classified as receivables - 181 3,518 10,144 18,113 18,883 15,539 17,773

Income from distressed debt assets at amortized cost 20,753 23,025 26,734

Fair value changes on distressed

debt assets 5,851 4,463 3,878 4,618 4,077 4,420 5,716 8,266 9,024 9,533 10,075
Fair value changes on other
financial assets 226 2 399 539 2,180 1,971 2,656 2,582 23,448 25340 26,550
Investmentincome 4,835 5,779 6,529 7,044 9,116 13,552 17,991 29,465 5842 6,718 7,726
Net Insurance premiums earned 4,584 5,698 5325 5772 7,443 12,912 16,636 19,266 13,454 13,454 13,454
IERESHMEEi 849 1,479 2,493 5,059 8,810 13,516 14,507 20,640 21,500 25800 30,960
Revenue from sales of inventories 4,148 3,237 3,924 4,322 4,340 7,637 10,955 14,425 9,758 9,758 9,758
et EREl R 2,083 1,902 2,226 2,520 3,008 4329 3,848 4,218 3,500 5,000 5,000
Net gains on disposal of subsidiaries
and associates 12 174 2,585 201 647 262 997 3,659 1,652 2,100 1,700
Otherincome and other net gains
or losses 1,473 1,427 1,456 2,195 2,056 1,258 2,812 (260) 1,862 2,000 2,000
Total Income 24,260 24,382 32,335 42,413 59,790 78,740 91,657 120,034 110,793 122,728 133,957
Interest expense (1,366) (1,807) (3,698) (7,804) (15,961) (20,185)  (23,223)  (35911)  (45002)  (49,502)  (54,452)
IEENES EES (4,434) (5,337) (4,690) (5,019) (6,865) (13,766)  (17,550)  (20,913)  (14,680)  (16,882)  (18,570)
Employee benefits (2,367) (2,672) (3,418) (3,797) (4,601) (5192)  (6110)  (7411)  (6500)  (7,150)  (7,865)
Purchases and changes in
inventories (2,655) (1,844) (2,392) (2,720) (2,824) (5587)  (8455)  (10355)  (6301)  (6931)  (7,624)
Commission and fee expense (697) (803) (901) (869) (1,034) (1,471 (2122)  (2,404) (2,885  (3462)  (3,981)
Business tax and surcharges (504) (562) (786) (1,234) (1,981) (2,806)  (1,303)  (687) (824) (989) (1,138)
Depreciation and amortization
expenses (500) (429) (449) (444) (456) (408) (740) (853) (853) (853) (853)
ChereraEs (1,784) (2,035) (2,267) (2,560) (2,872) (3,406)  (4,040)  (4293)  (4214)  (5000)  (4,999)
Impairment losses on assets (496) (536) (4,601) (6,153) (5,439) (4376)  (4814)  (11,409)  (6041)  (6074)  (6,668)
Ll epeEs (14,803) (16,027) (23,200) (30,601) (42,033) (57,197)  (68,357)  (94,236)  (87,300)  (96,843)  (106,150)
Change in net assets attributable to
other holders of consolidated
e e (6) 50 (152) (540) (1,910) (2557)  (2331)  (1,284)  (500) (500) (500)
Profit before share of results of
associates and tax 9,452 8,405 8,984 11,272 15,847 18,985 20,967 24,513 22,993 25385 27,307
SliEe @ w6l ek 505 653 612 500 460 312 797 1,617 2,100 2,100 2,100
Profit before tax

9,956 9,058 9,59 11,772 16,306 19,297 21,765 26,130 25093 27,485 29,407
IEie (R e (2,454) (2,272) (2,379) (2,671) (4,163) (4594)  (5783)  (7372)  (6273)  (6871) (7,352

ot )

Profit for the year/period 7,503 6,786 7,217 9,101 12,143 14,703 15,982 18,758 18,820 20,614 22,055
Profit attributable to: : : : :
Net Profit attributable to
shareholders 7,399 6,763 7,306 9,027 11,896 14,007 15512 18,122 18,385 20,089 21,601
Non-controllinginterests 104 2 (89) 74 247 676 470 636 435 525 454

Source - Company data, SWS Research

Please refer to the last page for important disclosures
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Figure 2: Balance sheet forecast

‘ RMB M 2010 2011 2012 2013 2014 2016 2017 18E 2019E 2020E
Assets
Cash and balances with central banks 33,773 27,187 42,726 57,059 43,891 58,069 93,168 21,511 12,926 14,219 15,640
Deposits with banks and financial institutions 1,415 1,286 1,526 1,708 5,145 6,567 54,429 104,397 79,413
Deposits with exchanges and and others 877 779 907 831 918 1,364 2,047 1,125 1,254 900 900
Placements with banks and financial institutions 0 0 2,000 290 3,000 300 26,277 18,160 10,715 500 500
Financial assets at fair value through profit or loss 10,102 13,402 16,923 25,178 57,220 117,287 149,045 213,796 520,661 637,545 670,900
Financial assets held under resale agreements 369 561 57 1,054 11,454 30,982 41,973 60,109 37,669 503 504
:::nmc;al assets at fair value through other comprehensive 89,983
Available-for-sale finandal assets 62,156 64,382 64,377 72,747 85,794 120,604 212,495 273,182 0 0
Financial assets at amortized cost 574,818
Financial assets classified as receivables 0 12,150 51,195 116,663 180,913 181,058 198,787 234,226 277,038 304,461
Loans and advances to customers 2,508 9,448 25,042 48,636 80,225 104,738 294,936 312,118 0 0
Accouns receivable 6,418 4,063 5,257 6,449 7,022 3,434 3,522 3,729 6,077 6,077 6,077
Held-to-maturity investments 3,776 6,262 7,343 7,592 7,042 6,703 12,635 13,227 0 0
Properties held for sale 11,537 13,092 13,815 17,790 29,932 31,085 44,476 37,284 61,168 559,971 749,331
Investment properties 2,364 2,339 2,100 1,858 1,606 1,901 1,616 3,298 4,119 4,119 4,119
Interestsin associates 5971 6,713 7,476 8,962 10,079 13,270 19,563 69,851 71,951 71,951 71,951
Property and equipment 3,734 3,732 3,467 3,620 3,687 3,918 10,352 9,658 9,492 9,492 9,492
Goodwill 368 362 362 324 324 392 23,524 22,002 22,189 22,189 22,189
Other intangible assets 91 103 137 160 183 190 4,511 4,085 4,056 4,056 4,056
Deferred tax assets 334 1,400 2,623 3,937 3,442 5,029 5,877 5,151 4,747 4,747 4,747
Other assets 4,907 5,864 7,281 8,928 12,550 27,075 29,677 29,996 28,756 28,756 28,756
Total assets 150,701 173,124 254,614 383,785 544,427 713,974 1,174,481 1,386,937 1,564,978 1,721,476 1,893,623

37%

Liabilities
Borrowings from central bank 16,465 11,311 7,053 4,913 986 986 986 986 986 2,003 2,004
Accounts payable to brokerage clients 13,677 8,150 6,630 6,481 11,663 21,533 16,272 12,393 12,279 12,279 12,279
Financial liabilities at fair value through profit or loss 0 1 53 48 37 2,779 6,511 6,794 6,818 50 50
Financial assets sold under repurchase agreements 880 6,921 11,994 9,443 9,939 10,949 7,872 6,630 7,640 10,000 10,000
Due to customers 217,933 226,220 237,304
Deposits from banks and financial institutions 19,259 30,005
Placements from a bank and a financial institution 0 0 0 10,477 11,827 1,807 23,581 16,431 4,333 20,000 20,000
Borrowings 7,826 25,179 76,099 173,835 263,452 317,070 450,514 580,352 620,452 244,048 0
Accounts payable 47,220 47,995 39,539 22,814 13,891 4,970 3,053 3,220 4,940 10,003 0
Investment contract liabilities for policyholders 2,697 3,618 3,213 3,244 6,251 20,057 27,193 19,961 12,565 12,565 12,565
Tax payable 2,860 3,325 2,132 2,061 1,742 2,373 2,391 3,397 3,805 3,805 3,305
Insurance contract liabilities 7,633 12,301 17,586 20,722 25,219 28,275 31,186 39,566 33,350 33,350 33,350
Bonds issued 0 495 12,535 13,285 43,694 111,773 152,497 206,482 295,246 13,285 0
Deferred tax liabilities 678 349 357 451 666 886 2,272 2,104 2,288 2,288 2,288
Other liabilities 8,264 10,638 16,539 33,249 53,197 79,618 84,250 74,878 111,086 1,161,347 1,581,185
Total liabilities 108,200 130,281 193,730 301,023 442,564 603,080 1,026,511 1,218,673 1,383,097 1,525,023 1,677,526

Please refer to the last page for important disclosures
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Equity

Share capital 25,155 25,155 30,140 35,459 36,256 36,256 38,164 38,165  38164.535 38,165 38,165
Capital reserve 1,229 1,192 6,521 15,904 17,328 17,666 21,230 21,236 21224 21,224 21,224
Other equity instruments and other comprehensive income 3,402 (739) 406 731 3,971 1,587 21,843 19,596 20520 27,000 27,000
Surplus reserve 620 1,222 1,760 2,483 3,39 4,292 5,548 6,942 6942 3,000 3,000
General reserve 0 502 912 2,968 4,461 6,739 9,744 12506 17540 6000 6,000
Retained earnings 6,928 10,875 15,427 18,875 28,366 35,646 42,688 50,949 54327 69,393 85,594
Foreign currency translation reserve (309) (395) (392) (420) (409) (478)

Equity attributable to equity holders of the Company 37,025 37,813 54,774 75,998 93,369 101,710 139,217 149,394 158,718 175,453 195,098
Non-controllinginterests 5,476 5,030 6,111 6,764 8,494 9,183 8,753 18,870 23,183 21,000 21,000
Total equity 42,502 42,843 60,885 82,762 101,863 110,893 147,970 168,264 181,901 196,453 216,098
Total equity and liabilities 150,701 173,124 254,614 383,785 544,427 713,973 1,174,481 1,386,937 1,564,998 1,721,476 1,893,623

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 serv
es 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 m
aking 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 revie
wed 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

[ (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 co
mpensated 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 Sec
urities Regulatory Commission.

Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market tre
nds of securities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating, et
c. 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 disclosu
re 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:

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 re
port, 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 r
ating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, su
ch as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and infor
mation and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The industr
y 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 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
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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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