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Power Generation in November Missed Expectation, Cut TP
- H R ERIAR LB, T E R

Company Report: Longyuan Power (00916 HK)

® LYP's wind power generation in Nov. 2018 decreased 14.8% YoY to
3,190GWh, lower than expectation. The Company’s wind resources showed
sharp deterioration in November. Except for a few provinces in northwest and
southern China, average wind speed for most regions all recorded double-digit PR . E9N
YoY decrease. The Company’s average wind curtailment rate for November
was 3.5%, down by 3.5 ppt YoY. Estimated cumulative wind curtailment rate
for the first 11 months of 2018 was around 5.7%, and corresponding 6-18m TP Hixfi: HK$7.60
cumulative wind utilisation hours was 1,925 hours. Given the Company's wind
power generation performance for the first 11 months of 2018, we now expect
its full-year wind power generation to be slightly above 40.0MMWh, and wind
utilization hours to be around 2,160 hours.

Rating: Buy
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Share price B HK$5.800

® \We maintain our "Buy" rating while revise down TP to HK$7.60 for LYP. Stock performance

: JBeAN 2 I
We revise down our EPS forecasts by 8.8%/ 3.6%/ 2.2% for 2018/ 2019/ 2020
to RMBO0.557/ RMBO0.662/ RMBO0.733 due to lower wind power generation 2(5):3 :%Of return
forecasts for 2018-2020. Yet we think the slowdown in power generation 350
during Oct. and Nov. was mostly temporary. The Company's long-term 22;8 [
i *g profitability remains healthy with a steady downtrend in wind curtailment rate; ig:g [
e the current valuation is still attractive. We maintain our "Buy" rating for LYP. 1<5).g i
7 14 The current TP represents 12.0x/ 10.1x/ 9.1x 2018/ 2019/ 2020 PER. 0.0 { VR
= 5.0) -
Bt % o  MIRMJ) 20184 11 AR AR HRER T 14.8%% 3,190 F M, MEFHM. A7 11 g(ggi i
w3 FI 03 R R0 B AR . BRVE AL DL R AR R I X (A D O O LAAE, AR 843 X 35k gg-g; i
#H & V-2 KGR R AR UL F e R ke A\] 11 A P KB R Ly 3.5%, [RILL T % "Dec-17 Mar-18 Jun-18 Sep-18 Dec-18
> 35 ANES A 2018 i 11 AN TSI R KRB R4 5.7%, %R R TR EFIH HS! Index Longyuan Power
5 3 ANIEECH 9 1,926 /N KRR T 2018 4R 10 AT RLR I, RANLFE
w A R LR HL BB T T 400 12T FURS, 17 RUELRI T /N B0 290 2,160 /N
Change in Share Price 1M 3M 1Y
o RATERIF B “ENPEEMEKEE BN TRZE 7.60 ¥70. 1T 2018-2020 ALK K B 1M 34 14
. < R R TION, JRATH 2018/ 2019/ 2020 4EAFI & A T 4353 T T 8.8%/ 3.6%/ 2.2% 2% Abs. % ©8) .4 126
" 9 AR TT 0.557 76/ 0.662 76/ 0.733 7. {BIRTIAY 10 F LA 11 /3 4 A2 b RS 10 R oo
w5 SR PR, 7P R I OTE R, /A A K ORI e A BLAF, DU i HIXHEHE2E5) % ©s o 208
e RO TR S R RE R A0S AR, S0 AR T 12.0 50 10.1 £ 9.1 Yo o 80 61 62
‘”E‘: é fE'l‘E'(J 2018/ 2019/ 2020 #W%Z ° Source: Bloomberg, Guotai Junan International.
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o % Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
e 8 ok (19N T A v SRR ERERAE) Mm% R Mg AR WEE R
12/31 (RMB m) (RMB m) (RMB) (A %) ) (RMB) ) (RMB) (%) (%)
2016A 22,304 3,415 0.425 18.7 12.2 5.088 1.0 0.085 1.6 8.6
2017A 24,592 3,688 0.459 8.0 10.5 5.740 0.8 0.092 1.9 8.5
- 2018F 26,048 4,480 0.557 21.5 9.2 6.202 0.8 0.111 2.2 9.3
% 2019F 27,705 5,320 0.662 18.8 7.7 6.750 0.8 0.132 2.6 10.2
G 2020F 28,847 5,889 0.733 10.7 7.0 7.098 0.7 0.147 2.9 10.6
5 § Shares in issue (m) &% (m) 8,036.4 Major shareholder K%< China Energy Investment Corp Ltd. 58.4%
el Market cap. (HK$ m) TifE (HK$ m) 46,611.1 Free float (%) [ B itiE Lk 3% (%) 38.7
{é g 3 month average vol. 3 4™ 34 22 i £1(‘000) 12,429.1 FY18 Net gearing (%) FY18 % 1 fit/ = ¥t 4 (%) 142.7
Q? 52 Weeks high/low (HK$) 52 J /i 7.780/ 5.060 FY18 Est. NAV (HK$) FY18 &l fifl (o0 11.6
jJ % Source: the Company, Guotai Junan International.
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GUOTAI JUNAN SECURITIES Longyuan Power (00916 HK)

Longyuan Power's ("LYP" or the "Company") wind power generation in Nov. 2018 decreased 14.8% YoY to 3,190GWh.
Estimated monthly wind power utilisation hours was down by 18.2% YoY to 173 hours (212 hours for the same period in 2017),
and was 12 hours lower than the last 5-year average (2013-2017). The Company’s wind resources showed sharp deterioration
in November with capacity-weighted average provincial wind speed of merely 4.35m/s (down by 15.61% YoY). Except for a few
provinces in northwest and southern China, average wind speed for most regions all recorded double-digit YoY decrease. The
Company’s average wind curtailment rate for November was 3.5%, down by 3.5 ppt YoY. Estimated cumulative wind curtailment
rate for the first 11 months of 2018 was around 5.7%, and corresponding cumulative wind utilisation hours was 1,925 hours, up
by 8.1% YoY. Overall, the Company’s wind power generation and wind utilisation performance for November was significantly
below our expectation, mainly due to surprisingly low wind resources and the relatively high base last year. We now assume the
Company's full-year wind power generation to be slightly above 40.0MMWh, and wind utilization hours to be around 2,160
hours.

Figure-1: Monthly wind power generation for LYP Figure-2: Estimated monthly wind utilisation for LYP
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Source: Bloomberg, Guotai Junan International. Source: Bloomberg, Guotai Junan International.

Key adjustments for LYP

1) Revise down wind power generation forecasts by 3.1%/ 1.4%/ 0.9% for 2018/ 2019/ 2020, respectively. Given
lower-than-expected wind power generation in November, we revise down non-curtailed wind utilisation assumptions for
2018/ 2019/ 2020 by 3.4%/ 1.7%/ 1.3% to reflect the deterioration in wind resources. Meanwhile, LYP's monthly wind
curtailment rates have been continuously lower than 5.0% since Jun. 2018. We thus further revise down wind curtailment
rate estimates by 0.3 ppt for 2018-2020 considering the steady improvement in the Company's wind curtailment situations.
We also slightly revise up LYP's coal-fired power generation forecasts as we have seen recovery in the Company's monthly
coal-fired utilisation performance since the 3" quarter of 2018.

2) Slightly revise down the Company's net finance expenses assumptions by 0.5%/ 0.3%/ 0.6% for 2018/ 2019/ 2020.
The Company has recently completed the issuance of corporate bonds, asset-backed notes and several ultra short-term
debentures with coupon rate ranging from 2.63% to 4.95%. We think that the debt replacements with lower borrowing
rate should help reduce the Company's financing expense. Also, we expect the domestic monetary environment in 1H19 to
be relatively loose in order to support economic growth. We now assume the Company's average borrowing cost to be
4.38%/ 4.42%/ 4.45% for 2018/ 2019/ 2020, respectively.

10 December 2018

Longyuan Power JEJiHL /7 (00916 HK)
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GUOTAI JUNAN SECURITIES Longyuan Power (00916 HK)

Table-1: Key operating factors and earnings adjustments for LYP

Old Estimates New Estimates Change %/ppt

2018F 2019F 2020F 2018F 2019F 2020F 2018F 2019F 2020F
Operations
New installed wind capacity (MW) 900 1,000 1,100 900 1,000 1,100 0.0% 0.0% 0.0%
Average operating wind capacity (MW) 18,530 19,345 20,240 18,530 19,345 20,240 0.0% 0.0% 0.0%
Non-curtailed wind utilisation (hrs) 2,380 2,385 2,390 2,300 2,345 2,360 -3.4% -1.7% -1.3%
Wind curtailment rate 6.35% 5.00% 4.00% 6.05% 4.70% 3.70% -0.30ppt -0.30ppt  -0.30ppt
Utilisation hour (hrs) 2,229 2,266 2,294 2,161 2,235 2,273 -3.1% -1.4% -0.9%
Wind power generation (GWh) 41,302 43,832 46,439 40,041 43,233 46,000 -3.1% -1.4% -0.9%
Wind power sold (GWh) 39,788 42,277 44,782 38,574 41,699 44,358 -3.1% -1.4% -0.9%
Wind power feed-in tariff (VAT excl.) (RMB/MWh) 478 473 469 478 473 469 0.0% 0.0% 0.0%
Utilisation hour of coal-fired capacity 5,051 4,991 4,976 5,073 5,012 4,996 0.4% 0.4% 0.4%
Coal-fired power generation (GWh) 9,470 9,358 9,329 9,511 9,397 9,368 0.4% 0.4% 0.4%
Coal-fired power sold (GWh) 8,798 8,698 8,676 8,836 8,735 8,713 0.4% 0.4% 0.4%
Coal-fired feed-in tariff (VAT excl.) (RMB/MWh) 330 347 332 330 347 332 0.0% 0.0% 0.0%
QHD5,500Kcal FOB annual average (RMB/t) 640 585 575 640 585 575 0.0% 0.0% 0.0%
Std. coal consumption of power generated (g/KWh) 294 294 294 294 294 294 0.0% 0.0% 0.0%
Std. coal price (VAT excl.) (RMB/t) 707 662 638 707 662 638 0.0% 0.0% 0.0%
Unit fuel cost of coal-fired power sold (RMB/MWh) 224 209 202 224 209 202 0.0% 0.0% 0.0%
Dark spread (RMB/MWh) 107 137 131 107 137 131 0.0% 0.0% 0.0%
Financials (RMB Mn)
Electricity sales revenue 22,309 23,383 24,296 21,742 23,123 24,109 -2.5% -1.1% -0.8%
Service concession construction revenue 300 400 500 300 400 500 0.0% 0.0% 0.0%
Other sales revenue 4,006 4,182 4,237 4,006 4,182 4,237 0.0% 0.0% 0.0%
Sales revenue 26,616 27,965 29,034 26,048 27,705 28,847 -2.1% -0.9% -0.6%
Other net income 886 869 871 860 858 863 -2.9% -1.3% -0.9%
Service concession construction costs (300) (400) (500) (300) (400) (500) 0.0% 0.0% 0.0%
Coal consumption (2,381) (2,208) (2,123) (2,389) (2,216) (2,130) 0.4% 0.4% 0.3%
Coal sales cost (3,016) (3,170) (3,204) (3,016) (3,170) (3,204) 0.0% 0.0% 0.0%
D&A (7,281) (7,607) (7,810) (7,281) (7,607) (7,810) 0.0% 0.0% 0.0%
Personnel costs (1,761) (1,841) (1,929) (1,761) (1,841) (1,929) 0.0% 0.0% 0.0%
Material costs (190) (190) (190) (190) (190) (190) 0.0% 0.0% 0.0%
R&M (778) (790) (827) (778) (790) (827) 0.0% 0.0% 0.0%
Administration expenses (573) (605) (641) (573) (605) (641) 0.0% 0.0% 0.0%
Other operating expenses (936) (1,024) (1,073) (936) (1,024) (1,073) 0.0% 0.0% 0.0%
Operating cost (17,215) (17.835) (18,296) (17,223) (17,843) (18,304) 0.0% 0.0% 0.0%
Operating profit 10,287 10,999 11,608 9,684 10,720 11,406 -5.9% -2.5% -1.7%
Net finance expenses (3,398) (3,275) (3,203) (3,381) (3,264) (3,185) -0.5% -0.3% -0.6%
Profit from Asso. & JV 318 331 344 318 331 344 0.0% 0.0% 0.0%
PBT 7,207 8,055 8.749 6.622 7,787 8.565 8.1% -3.3% 2.1%
Income tax (1,184) (1,373) (1,558) (1,103) (1,333) (1,528) -6.8% -2.9% -1.9%
PAT 6.024 6,682 7,190 5519 6.454 7,036 -8.4% =3.4% 2.1%
Minority interest (870) (924) (950) (797) (892) (929) -8.4% -3.4% -2.1%
Perpetual medium-term note (242) (242) (218) (242) (242) (218) 0.0% 0.0% 0.0%
Shareholder's profit 4912 5,517 6,023 4,480 5,320 5,889 -8.8% -3.6% -2.2%
Profit attributable to equity holders 5,154 5,759 6,241 4,722 5,562 6,107 -8.4% -3.4% -2.1%
EPS (RMB) 0.611 0.686 0.749 0.557 0.662 0.733 -8.8% -3.6% -2.2%
DPS (RMB) 0.122 0.137 0.150 0.111 0.132 0.147 -8.8% -3.6% -2.2%
Margins and ratios
EBITDA margin 67.2% 67.7% 68.1% 66.4% 67.3% 67.8% -0.8ppt -0.4ppt -0.3ppt
Operating margin 38.6% 39.3% 40.0% 37.2% 38.7% 39.5% -1.5ppt -0.6ppt -0.4ppt
Net profit margin 18.5% 19.7% 20.7% 17.2% 19.2% 20.4% -1.3ppt -0.5ppt -0.3ppt
Effective tax rate 16.4% 17.0% 17.8% 16.7% 17.1% 17.8% 0.2ppt 0.1ppt 0.0ppt
Interest coverage ratio 313.0% 340.6% 372.4% 296.9% 334.5% 370.3%  -16.1ppt -6.1ppt -2.2ppt
ROE 10.2% 10.5% 10.7% 9.3% 10.2% 10.6% -0.9ppt -0.3ppt -0.1ppt
Net debt / shareholders' equity 140.7% 120.9% 114.0% 142.7% 123.2% 116.4% 2.0ppt 2.2ppt 2.4ppt

Source: Guotai Junan International.

Maintain "Buy" rating while revise down TP to HK$7.60 for LYP. We revise down our EPS forecasts by 8.8%/ 3.6%/ 2.2%
for 2018/ 2019/ 2020 to RMB0.557/ RMB0.662/ RMBO0.733 due to lower wind power generation forecasts for 2018-2020. Yet we
think that the slowdown in power generation during Oct. and Nov. was mostly temporary. The Company's long-term profitability
remains healthy with a steady downtrend in wind curtailment rate; the current valuation is still attractive. We thus maintain our
"Buy" rating for LYP but cut TP from HK$8.30 to HK$7.60. Our current TP represents 12.0x/ 10.1x/ 9.1x 2018/ 2019/ 2020 PER
and 1.1x/ 1.0x/ 0.9x 2018/ 2019/ 2020 PBR.

10 December 2018
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Longyuan Power (00916 HK)

Table-2: Sensitivity analysis for LYP

s . EPS (RMB)
EPS Sensitivity Analysis
2018F 2019F 2020F
Base Case EPS (RMB) 0.557 0.662 0.733 =
Base Case Assumptions §
Wind curtailment rate 6.1% 4.7% 3.7% &
Non-curtailed wind utilisation hours (Hrs) 2,300 2,345 2,360 g
QHD5,500Kcal coal price (RMB/t) 640 585 575 §
Average borrowing rate 4.38% 4.42% 4.45% g
EPS (RMB) —
Wind curtailment rate +1ppt 0.559 0.630 0.721
Non-curtailed wind utilisation hours +5% 0.663 0.741 0.840
QHD5,500Kcal coal price +5% 0.566 0.639 0.731
Average borrowing rate +25bps 0.561 0.634 0.727
EPS change (RMB)
Wind curtailment rate +1ppt 0.002 (0.032) (0.012)
Non-curtailed wind utilisation hours +5% 0.105 0.079 0.107
QHD5,500Kcal coal price +5% 0.009 (0.023) (0.002)
Average borrowing rate +25bps 0.003 (0.028) (0.006)
EPS change (%)
Wind curtailment rate +1ppt 0.3% -4.8% -1.6%
Non-curtailed wind utilisation hours +5% 18.9% 12.0% 14.6%
QHD5,500Kcal coal price +5% 1.6% -3.5% -0.2%
Average borrowing rate +25bps 0.6% -4.3% -0.8%
Source: Guotai Junan International.
Figure-3: Estimated PER Curve of LYP Figure-4: Estimated PBR Curve of LYP
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Table-3: Peers Valuation for Clean Energy IPPs
Mkt cap PER (x) PB (x) ROE (%)
Company Ticker Currency  Price  (HK$ Mn) 2017A 2018F  2019F  2020F 2017A  2018F  2019F  2020F 2018F
Hong Kong Market
CHINA LONGYUAN POWER GROUP-H 916 HK HKD 5.80 46,611 10.5 9.2 7.7 7.0 0.8 0.8 0.8 0.7 9.3
HUANENG RENEWABLES CORP-H 958 HK HKD 2.27 22,718 6.4 5.8 5.3 48 0.8 0.8 0.7 0.6 14.0
CHINA DATANG CORP RENEWABL-H 1798 HK HKD 1.04 7,419 10.3 5.0 4.2 37 0.6 0.5 0.5 0.4 121
HUADIAN FUXIN ENERGY CORP -H 816 HK HKD 1.67 13,957 5.9 5.5 44 35 05 05 0.5 0.4 9.3
CGN NEW ENERGY HOLDINGS CO L 1811 HK HKD 1.22 4,977 10.8 6.6 6.5 47 0.8 0.7 0.7 0.5 1.2
CGN POWER CO LTD-H 1816 HK HKD 1.86 84,080 74 7.9 6.9 7.3 1.1 1.0 0.9 0.9 12.8
BEIJING JINGNENG CLEAN ENE-H 579 HK HKD 1.57 13,274 5.1 3.7 35 47 05 05 0.4 0.5 14.0
Hong Kong Market Mean (Simple) 8.1 6.2 5.5 5. 0.7 0.7 0.6 0.6 1.8
Hong Kong Market Mean (Weighted) 7.9 7.3 6.4 6.3 0.9 0.8 0.7 0.7 11.9
Hong Kong Market Median 74 5.8 5.3 4.7 0.8 0.7 0.7 0.5 121

Source: Bloomberg, Guotai Junan International.
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Financial Statements and Ratios

Income Statement Cash Flow Statement
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F
Total Revenue 22,304 24,592 26,048 27,705 28,847 PBT 5,150 5,465 6,622 7,787 8565 | o
Other Net Income & Gains 647 712 860 858 863 D&A 6,342 6,798 7,281 7,607 7,810 §
Service Concession Costs (541) (74) (300) (400) (500) Net Interest Expense 2,578 2,964 2,886 2915 2,781 ©
D&A (6,342) (6,798) (7,281) (7,607) (7,810) Profits of Asso. & JV/ (376) (344) (318) (331) (344) g
Coal Consumption (1,702) (2475) (2:389) (2216) (2,130) Other Adjustments (11 248 374 214 259 §
Coal Sales Cost (3:410) (3,762) (3,016) (3,170) (3,204) Changes in WC 483 (2221) (658) 693 221 g
Personnel Costs (1,603) (1.877) (1,761) (1,841) (1,929) Income Tax Paid (634) (780) (1,105) (1,308) (1,504) -
Material Costs (216) (233) (190) (190) (190) Cash from Operating Activities 13,533 12,131 15,083 17,577 17,788
Repairs & Maintenance (642) (622) (778) (790) (827) Investing activities
SG8A (429) (542) (573) (605) (641) Purchase of Fixed Assets (13,990) (9,104) (9,606) (8.641) (10,499)
Other Expenses (518) (784) (936) (1,024) (1,073) Payments for Investments (6) 0 0 0 0
Operating Profit 7,548 8,337 9,684 10,720 11,406 Net Outflow for Loans and Advances 2013 44 48 36 27
Financial Income 21 208 205 192 185 Government Grant Received 25 25 16 24 26
Financial Expense (2,985) (3423) (3,586) (3,456) (3,370) Dividends Received 9% 434 421 283 219
Profits from Asso. & JV 376 344 318 331 344 Interest Received 142 21 130 122 120
Profit Before Tax 5,150 5,465 6,622 7,787 8,565 Others 512 (34) 0 0 0
Income Tax (660) (916) (1,103) (1,333) (1,528) Cash from Investing Activities (11,209) (8,614) (8,991) (8,175) (10,107)
profit After Tax 4,490 4,550 5519 6,454 7,036 Financing activities
Perpetual MT Note (133) (158) (242) (242) (218) Share Issue 0 0 0 0 0
Non-controlling Interest (941) (704) (797) (892) (929) Perpetual Securities Issue 0 2,000 0 0 (2,000)
Shareholders' Profit/ Loss 3415 3,688 4,480 5,320 5,889 Perpetual Securities Redemption 0 0 0 0 0
Basic EPS 0425 0.459 0.557 0.662 0.733 Proceeds from Borrowings 52,463 69,436 56,500 52,500 53,000
Repayment of Borrowings (51,671) (67,872) (58,046) (56,886) (53,597)
Dividends to NCI (730) (613) (412) (536) (602)
Balance Sheet Dividends to Shareholders (576) (683) (738) (896) (1,064)
Year end 31 Dec (RMB m) 2016A 2017A 2018F 2019F 2020F Interest Paid for Borrowings (3,149) (2,938) (3,151) (3,266) (3,196)
Property, plant and equipment 105,598 109,473 109,115 111,492 114,388 Interest Paid for Perpetual Securities (133) (133) (242) (242) (218)
Investment Properties 4 10 8 7 6 Others 512 451 100 100 100
Lease Prepayments 2,137 2,165 2,228 2339 2445 Cash from Financing Activities (3.284) (352) (6,049) (9.227) (7,577)
Intangible Assets 8,798 8,692 8,584 8,581 8678 Net Changes in Cash (961) 3,165 43 175 103
Others 8,790 8,172 7.551 8,002 8415 Cash at Beg of Year 2,887 1,901 5,072 4720 4,645
Total Non-current Assets 125,328 128,513 127,486 130,421 133,931 FX Adjustments 25) 6 (395) (250) (305)
Cash at End of Year 1,901 5,072 4720 4,645 4,443 _
Cash & Cash Equivalents 1,901 5,072 4,720 4,645 4,443 o
Inventories 1,040 953 1,148 1,161 1,199 E
Receivables 5901 7,155 6,702 6,733 6,601 Financial Ratios <
Prepayments 3,644 3,629 3,022 3013 3,063 i
Others 846 313 77 06 " 2016A 2017A 2018F 2019F 2020F o
Total Current Assets 13,333 17,122 15970 15,947 15,723 Mergins & Effciency: 3
Total Assets 138661 145635 143456 146368 149654 EBITDA Margin (%) 640 629 664 67.3 678
Operating Margin (%) 338 339 372 387 395
Payables 2550 1891 1260 1740 1859 Nt Profit Margin (%) 153 150 172 192 204
Current Borrowings 44472 35,774 34,132 32,158 31,889 Dividend Payout Ratio (%) 20.0 20,0 20,0 200 200
Tax Payable 176 229 245 291 334 Inventory Days 174 148 14.7 15.2 14.9
Other Payables 8610 9,266 6,192 8,291 8794 Receivable Days 83.0 9.9 974 88.5 84.4
Total Current Liabilities 55,807 47,159 41,830 42,479 42,877 Payable Days 36.4 33.0 221 19.8 22.8
Growth%:
Non-current Borrowings 31,327 41,620 4,717 39,304 38,976 Revenue 133 103 59 6.4 41
Others Non-Current Liabilities 3,740 3,556 2/488 2,331 2,342 Operating Profit 58 105 162 107 64
Total Non-current Liabilities 35,067 45,176 44,205 41,635 41,318 Net Profit 187 80 215 188 107
Total Liabilities 90,874 92,336 86,035 84,114 84,195 Proftabilty:
ROE (%) 8.6 85 93 102 106
Total Shareholders' Equity 40,890 46,126 49,843 54,242 57,043
ROA (%) 25 26 31 37 40
Minority Interest 6,896 7173 7,578 8,012 8417
Total Equity 47,786 53,299 57,421 62,254 65,459 Roc ) 63 o7 e 83 87 5
Financial Ratios: %
Net Debt/Equity (%) 181.9 157.8 142.7 1232 116.4 i
Current Ratio (x) 02 04 04 04 04 g
Dividend Yield (%) 16 19 22 26 29 %
Interest Coverage (x) 26 26 30 33 37 ©
Source: the Company, Guotai Junan International. l
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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 Lk s NI 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 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.gtjai.com
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