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HDT sales +43% YoY in Apr; Expect robust growth for other machinery OUTPEREORM

(Maintain)

China HDT sales in Apr recorded an explosive growth, surging 43% YoY and China Capital Goods

42% MoM, which is substantially above expectations. We have conviction BUY

on Sinotruk (3808 HK, TP: HK$20.5) and Weichai Power (2338 HK, TP: HK16.0 / Wayne Fung, CFA

000338 CH, TP: RMB14.3) as market has yet to price in such robust demand. (852) 3900 0826

Besides, post-1Q result remarks from major construction machinery makers also YUY el Eom. 1S

point to strong demand for the full year. All these reaffirmed our bullish stance on
the infrastructure-driven story. Reiterate BUY on SANY Heavy (600031 CH, TP:
RMB23.5), Jiangsu Hengli (601100 CH, TP: RMB85) and Zoomlion (1157 HK,
TP: HK$6.90 / 000157 CH, TP: RMB6.85), as we expect strong data point of
excavator sales will be near term catalyst. In addition, we revised up our earnings
forecast and TP on Zhejiang Dingli (603338 CH, BUY, TP: RMB94), following
the release of strong 4Q19 and 1Q20 results.

B China HDT sales +43% in Apr a surprise. HDT sales in Apr reached 170k
units, marking a record high, according to Cvworld. Based on our
understanding, overall demand was strong in Apr for all major types of HDT,
such as dump truck, logistic truck and tractors. Besides, preliminary data
shows that FAW, the leading player, reported 89% YoY sales growth. We
believe Weichai is a major beneficiary given that FAW is a major customer. In
4M20, HDT sales in China reached 444k units, stable YoY. We expect the
sales momentum to continue in May, as we see strong demand for
construction trucks driven by infrastructure spending.

B Key highlights on 1Q20 results for construction machinery, HDT and

component makers. Dingli, Zoomlion and Hengli reported surprising Rl Fapen

earnings growth despite the impact of COVID-19 and lockdown. Weichai, 1. SANY Heavy Industry — A (600031
SANY Heavy and Sinotruk Ji'nan Truck (000951 CH, NR, major subsidiary of CH, BUY) — 2019 net profit +83%
Sinotruk) reported earnings decline but largely within our expectation. Most i\ 'Kp"r”;ézES‘peCtaStm”g 2Q20
importantly, majority of these players maintained strong balance sheet and 2. China Construction Machinery
generated decent operating cash inflow in 1Q20. While Weichai and SANY Sector — Lift forecast on excavator
Heavy reported negative operating cash flow, we expect improvement in 2Q ag:glci’iglge/;‘;"’r";‘g Z%UY SRR &
given the potential strong demand (please see the results reviews for selected 3. Sinotruk (Hong Kong) (3808 HK,
individual companies in this report). BUY) — Returning to growth
territory in 2020E
B Upbeat post-1Q result comments from major players. SANY Heavy’s 4. Zoomlion (1157 HK, BUY) ~
excavator sales reported growth 4M20, implying very strong sales in Mar-Apr. E;";ggnr‘i;:\f ;;:t’gr’;fe?;’lo;:g‘r’e
SANY Heavy expects its excavator sales growth will potentially reach 20-30% 2020
this year (above our estimate of 16%). Besides, SANY Heavy revealed that 5. Weichai Power (2338 HK, BUY) —
concrete machinery sales started to see recovery in late Mar, and reached a ERFEGHN Gl Ui
. . . . opportunity; Diversification
record high in Apr. Fgll year concrete machinery sales growth is expected to strategy on track — 30 Mar 2020
reach 15-20% for the industry as a whole. SANY Heavy expects gross margin 6. China Construction Machinery
expansion this year. On the other hand, Zoomlion revealed that current ifggtfr e Eg;“; a;'_‘d OCIZ'G:
. . | uctu 1d VvV I
demand is already hl_gher tharl Iast_year. The Company expects the overall market — 16 Mar 2020
demand for construction machinery is 2Q to be doubled from 1Q. Demand for 7. China Construction Machinery
tower crane has returned to normal since late Mar. Both companies are Sector — Four structural drivers to
fid f achievi k h . . f d extend the upcycle to 2020-21E —
confident of achieving market share gain going forward. 27 Nov 2019
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: China HDT sales +43% YoY in Apr Figure 2: CMBIS HDT sales projection
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Figure 3: China monthly excavator sales Figure 4: CMBI excavator sales projection
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Figure 5: Local gov’t special bond issue amount Figure 6: Local gov’t bond average duration (YTD)
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Summary of 1Q20 results
SANY Heavy (600031 CH, BUY, TP: RMB23.5)

=  SANY Heavy’s net profit in 1Q came in at RMB2.2bn, down 32% YoY, due to the
outbreak of COVID-19 and lockdown of cities in China. The result is within our
expectation.

= Revenue dropped 19% YoY to RMB17.3bn and gross margin contracted 2.5ppt to
28.2%, due to lower sales volume.

= Cost control was good: The decline in S&D expense ratio (35% YoY) was faster
than the revenue decline. Besides, administrative expense increased 8% YoY but
largely due to higher R&D expenditure.

= Net finance expense increased 154% YoY to RMB311mn in 1Q, largely due to fx
effect. As at end-Mar, SANY maintained a net cash position.

=  Operating cash outflow was RMB894mn in 1Q20 (versus inflow of RMB3.8bn in
1Q19), as more working capital was allocated for upcoming sales.

Figure 7: SANY Heavy’s 1Q20 results

1Q19 1Q20 Change YoY 2Q18 2Q19 Change YoY 3Q18 3Q19 Change YoY 4Q18 4Q19 Change YoY
Total revenue 21,295 17,266 -18.9% 15,965 22,092 38.4% 12,954 15,305 18.1% 14,744 16,975 15.1%
Cost of sales -14,754  -12,402 -15.9% -10,946 -14,594 33.3% -9,052 -10,247 13.2% -10,451 -11,337 8.5%
Gross profit 6,541 4,864 -25.6% 5,018 7,498 49.4% 3,902 5,057 29.6% 4,293 5,638 31.3%
Other income -87 -70 -20.3% -95 -129 35.7% =77 -70 -10.0% -92 -85 -7.6%
S&D expenses -1,437 -942 -34.5% -1,474 -1,574 6.8% -874  -1,057 20.9% -1,014 -1,420 40.1%
Administrative expenses -992 -1,065 7.5% -640 -1,105 72.6% -822 -1,330 61.8% -1,710 -2,269 32.7%
Fair value change 211 197 -6.7% -399 45 n/a -199 -203 1.9% 13 237 1695.0%
Asset impairment -160 -119 -25.8% -213 -315 48.3% -185 -93 -49.5% -506 -691 36.6%
EBIT 4,076 2,865 -29.7% 2,197 4,419 101.1% 1,744 2,305 32.1% 985 1,410 43.1%
Net finance income/(expense) -122 -312 154.8% 195 111 -43.0% 133 152 14.3% -39 -95 144.1%
Other gains/(losses) -8 131 n/a -24 -242 906.6% -32 413 n/a 455 895 96.7%
Share of profit of JV and associates 31 -44 n/a 35 27 -23.5% 54 23 -57.6% 12 59 384.7%
Pretax profit 3,976 2,640 -33.6% 2,403 4,315 79.6% 1,900 2,893 52.3% 1,413 2,270 60.6%
Income tax -652 -426 -34.6% -441 -704 59.6% -350 -423 21.0% -175 -181 3.6%
After tax profit 3,325 2,214 -33.4% 1,962 3,611 84.1% 1,551 2,470 59.3% 1,238 2,088 68.6%
Mi -104 -20 -80.4% =74 -84 14.6% -56 -59 5.6% -6 -41 640.8%
Net profit 3,221 2,194 -31.9% 1,888 3,527 86.8% 1,495 2,411 61.3% 1,233 2,047 66.1%
Ratios: ppt ppt ppt ppt
Gross margin 30.7% 28.2% -2.5 31.4% 33.9% 2.5 30.1%  33.0% 2.9 29.1% 33.2% 4.1
EBIT margin 19.1% 16.6% -2.5 13.8%  20.0% 6.2 13.5% 15.1% 1.6 6.7% 8.3% 1.6
After tax profit margin 15.6% 12.8% -2.8 12.3% 16.3% 4.1 12.0% 16.1% 4.2 8.4% 12.3% 3.9
Effective tax rate 16.4% 16.1% -0.2 18.4%  16.3% -2.0 18.4%  14.6% -3.8 12.4% 8.0% -4.4

Source: Company data, CMBIS
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Zoomlion (000157 CH, BUY, TP : RMB6.85/ 1157 HK, BUY, TP : HK$6.90)

Zoomlion delivered a strong set of 1Q results with net profit +2% YoY to RMB1bn.
The solid earnings in 1Q was driven by stable revenue (RMB9.1bn) and gross
margin expansion of 0.5ppt YoY to 30.6%, which suggested strong management
execution in the difficult time. The resilient revenue was helped by new product
launch such as excavator, aerial working platform (AWP) and agricultural
machinery.

Zoomlion sold 1,000 units of excavators with revenue of RMB400mn.

Revenue from AWP reached RMB130mn with gross margin of 30%. High growth
was achieved on scissor lifts. Boom lift production is on-track to ramp up. Zoomlion
targets to achieve RMB2bn sales this year (VAT included).

Agriculture machinery reported 40% YoY increase in revenue and achieved
breakeven.

Stringent cost control in 1Q20 also contributed to the earnings growth. Besides,
net finance expense reduced 31% YoY.

=  Operating cash inflow dropped 83% YoY to RMB319mn.

Figure 8. Zoomlion’s 1Q20 results

(RMB mn) 1Q19 1020 Change YoY 2018 2Q19 Change YoY 3018 3Q19 Change YoY 4018 4Q19 Change YoY
Total revenue 9,017 9,067 0.6% 8,346 13,245 58.7% 6,315 9,493 50.3% 7,676 11,552 50.5%
Cost of sales -6,311 -6,296 -0.2% 6,204 -9,273 49.5% 4,535 -6,702 47.8% -5,435 -8,028 A47.7%
Gross profit 2,706 2,770 2.4% 2,142 3,972 85.4% 1,780 2,791 56.8% 2,241 3,524 57.2%
Other income 29 114 289.3% 346 593 71.3% 142 200 40.4% 343 195 -43.0%
S&D expenses -715 -704 -1.5% -709 -1,166 64.5% -668 -890 33.1% -498 -1,009 102.8%
Administrative expenses -624 -488 -21.7% -761 -1,045 37.4% -395 -535 35.7% -529 -834 57.4%
R&D expenses -116 -242 108.9% -130 -345 166.0% -177 -270 52.9% -207 -785 278.6%
EBIT 1,281 1,450 13.3% 1,018 2,353 131.1% 682 1,295 89.8% 1,350 1,092 -19.1%
Net finance income/(cost) -405 -280 -30.8% -346 -191 -44.7% -274 -301 9.8% -324 -268 -17.2%
Other gains/(losses) 234 69 -70.7% -102 -234 129.3% 37 99 171.3% -37 -99 171.3%
Share of profit of JV and associates 34 47 40.7% 61 48 -20.2% 69 40 -41.6% 67 66 -1.9%
Pretax profit 1,144 1,286 12.5% 631 1,976 213.3% 514 1,134 120.6% 1,056 790 -25.2%
Income tax -162 -236 45.3% -139 -378 n/a -81 -245 n/a -384 26 n/a
After tax profit 981 1,050 7.0% 492 1,599 225.0% 434 889 105.1% 671 816 21.5%
MI 21 -24 n/a 5 -16 n/a 5 14 n/a 47 e n/a
Net profit 1,002 1,026 2.4% 497 1,583 218.3% 439 904 106.0% 718 892 24.2%
Key ratios Change (ppt) Change (ppt) Change (ppt) Change (ppt)
Gross margin 30.0% 30.6% 0.5 25.7% 30.0% 4.3 28.2% 29.4% 1.2 29.2% 30.5% 1.3
S&D expenses ratio 7.9% 7.8% -0.2 8.5% 8.8% 0.3 10.6% 9.4% -1.2 6.5% 8.7% 2.3
Administrative expense ratio 6.9% 5.4% -1.5 9.1% 7.9% -1.2 6.2% 5.6% -0.6 6.9% 7.2% 0.3
R&D expense ratio 1.3% 2.7% 1.4 1.6% 2.6% 1.1 2.8% 2.8% 0.0 2.7% 6.8% 4.1
Effective tax rate 14.2% 18.3% 4.1 22.0% 19.1% -2.9 15.7% 21.6% 5.9 36.4% 3.3% -39.7
Source: Company data, CMBIS
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Jiangsu Hengli (601100 CH, BUY, TP: RMB85)

2019 results: Hengli’s net profit in 2019 surged 55% YoY to RMB1.3bn, slightly
above our estimate by 2%, driven by 29% YoY increase in revenue and gross
margin expansion. Operating cash inflow surged 108% YoY to RMB1.66bn.

In 4Q19, revenue surged 50% YoY to RMB1.58bn. Gross margin in 4Q19
expanded 2ppt YoY to a respectable level of 40.7%. All these, together with good
cost control, boosted net profit growth of 2.2x YoY to RMB379mn.

1Q20 results: Net profit increased 6% YoY in 1Q. The growth was helped by
improvement in net finance income due to appreciation of US$. Revenue dropped
13% YoY to RMB1.37bn but gross margin expanded 3.1ppt to 37.9%. Operating
cash inflow grew 7.6% YoY to RMB167mn.

We maintain our bullish stance on Hengli as see multiple growth drivers: (1)
excavator demand will likely exceed expectation in 2Q; (2) Hengli is on-track to
gain market share in hydraulic cylinders, pumps & valves; (3) new products such
as motors and industrial valves will offer additional earnings growth.

Figure 9: Jiangsu Hengli’s 1Q20 results

(RMB mn) 1Q19 1020 Change YoY 2Q18 2Q19 Change YoY 3Q18 3Q19 Change YoY 4Q18 4Q19 Change YoY
Total revenue 1,569 1,369 -12.7% 1,194 1,224 2.6% 996 1,041 4.5% 1,051 1,580 50.4%
Cost of sales (1,023)  (850) -16.9% (775) (736) -5.0% (611) (674) 10.3% (644) (937) 45.4%
Gross profit 546 518 -5.0% 419 488 16.6% 385 367 -4.6% 407 644 58.2%
Other income (15) (13) -8.5% (13) 11) -20.2% (10) (12) 27.5% (10) (14) 40.5%
S&D expenses (19) (26) 35.6% (25) (29) 15.5% (38) (31) -18.7% (29) (32) 11.9%
Administrative expenses (95) 97) 2.5% (86) (113) 32.1% (98) (104) 6.8% (128) (123) -3.7%
Asset impairment (21) (18) -12.7% 3) 8 n/a ) @) -45.2% (106) 37) -64.6%
EBIT 395 363 -8.3% 292 344 17.8% 237 218 -8.1% 135 437 224.1%
Net finance income/(cost) (35) 37 n/a 45 50 11.3% 47 43 -8.5% (13) 27) 104.5%
Other gains/(loss) 13 18 36.3% 21 12 -45.2% 22 32 47.0% 4 10 -342.9%
Profit of JV & associates 0 0 n/a 0 0 n/a 0 0 n/a 0 0 n/a
Pretax profit 373 418 12.1% 358 405 13.3% 307 294 -4.2% 118 421 257.4%
Income tax 47) (70) 51.1% (50) (60) 19.5% (50) 47) -6.6% 1) (41) 2649.3%
After tax profit 327 348 6.5% 308 345 12.2% 256 247 -3.7% 116 380 226.6%
M (0) 1) 32.8% 1) (1) -33.2% (0) 0) 21.8% 1 1) -149.7%
Net profit 326 347 6.5% 307 345 12.4% 256 246 -3.8% 117 379 223.3%
Key ratios ppt ppt ppt ppt
Gross margin 34.8% 37.9% 3.1 35.1% 39.9% 4.8 38.6% 35.3% -3.4 38.7% 40.7% 2.0
S&D expense ratio 1.2% 1.9% 0.7 2.1% 2.4% 0.3 3.8% 3.0% -0.8 2.7% 2.0% -0.7
Adminstrative and R&D exp ratio 6.1% 7.1% 11 7.2% 9.2% 2.1 9.8% 10.0% 0.2 12.1% 7.8% -4.4
Effective tax rate 12.5%  16.8% 4.3 14.0% 14.8% 0.8 16.4% 16.0% -0.4 1.3% 9.8% 8.5
Source: Company data, CMBIS
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Weichai Power (000338 CH, BUY, TP: RMB14.3 /2338 HK, BUY, TP: HK$16.0)

=  Weichai’s net profit in 1Q20 declined 20% YoY to RMB2bn, due to a 14% decline
in revenue as a result of COVID-19. The result is within our expectation.

= KION (KGX GR, NR)’s revenue slightly dropped 2% YoY in 1Q20. Adjusted for the
FXrate, we estimate that Weichai’s revenue (excluding KION) was down 20% YoY.

= Operating cash outflow reached RMB9.5bn in 1Q20, versus RMB1.27bn in 1Q19.
That said, we expect the cash flow will be significantly improved given the robust
HDT and engine sales in Apr.

= The 43% increase in HDT sales in Apr will serve as strong share price catalyst in
the near term. We expect the strong sales momentum to continue in 2Q.

Figure 10: Weichai Power’s 1Q20 results

(RMB mn) 1Q19 1Q20 Change (YoY) 2Q18 2Q19 Change (YoY) 3018 3Q19 Change (YoY) 4Q18 4Q19 Change (YoY)
Revenue 45,212 38,999 -14% 43,052 45,651 6% 35,919 35,846 0% 41,073 47,653 16%
Cost of sales -35,420 -30,247 -15% -34,177  -35,681 4% -28,272  -27,653 -2% -31,079  -37,599 21%
Gross profit 9,792 8,752 -11% 8,875 9,969 12% 7,647 8,193 7% 9,995 10,053 1%
Other income 128 97 -24% 26 211 711% 92 99 % 287 330 15%
Other gains and losses 113 164 44% 240 60 -75% 102 225 120% 210 30 -86%
S&D expenses -2,736 -2,718 -1% -2,835 -2,634 -1% -2,406 -2,575 7% -2,739 -3,309 21%
Administrative and R&D expenses -2,560 -2,840 11% -2,667 -3,119 17% -2,347 -2,800 19% -3,286 -3,649 11%
Taxes and surcharges -189 -165 -13% -182 -186 2% -107 -95 -12% -217 -194 -10%
Impairment loss of assets -226 -237 5% 230 -226 n/a -144 =77 -46% -415 -207 -50%
EBIT 4,323 3,052 -29% 3,687 4,075 11% 2,837 2,970 5% 3,836 3,053 -20%
Other expenses -43 -40 -8% -26 13 n/a -50 -22 -56% 50 -42 -184%
Net finance cost -108 14 n/a 144 -33 n/a -43 0 -101% 24 -79 -427%
Share of profit of JV and associates 11 22 88% 118 112 -5% 23 19 -17% 15 102 587%
Pretax profit 4,183 3,049 -27% 3,923 4,167 6% 2,767 2,967 7% 3,924 3,034 -23%
Income tax -811 -457 -44% -601 -647 8% -602 -531 -12% -346 -456 32%
After tax profit 3,373 2,592 -23% 3,322 3,520 6% 2,165 2,436 13% 3,578 2,578 -28%
Mi -781 -527 -32% -849 -824 -3% -556 -666 20% -922 -531 -42%
Net profit 2,591 2,064 -20% 2,473 2,696 9% 1,609 1,771 10% 2,656 2,047 -23%
Key ratios Change (ppt) Change (ppt) Change (ppt) Change (ppt)
Gross margin 21.7% 22.4% 0.8 20.6% 21.8% 1.2 21.3% 22.9% 1.6 24.3% 21.1% -3.2
S&D expense ratio 6.1% 7.0% 0.9 6.6% 5.8% -0.8 6.7% 7.2% 0.5 6.7% 6.9% 0.3
Administrative and R&D expense ratio 5.7% 7.3% 1.6 6.2% 6.8% 0.6 6.5% 7.8% 1.3 8.0% 7.7% -0.3
Effective tax rate 19.4% 15.0% -4.4 15.3% 15.5% 0.2 21.8% 17.9% -3.9 8.8% 15.0% 6.2

Source: Company data, CMBIS
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Zhejiang Dingli (603338 CH, BUY, TP: RMB94)

= 1Q20 net profit increased by 24% YoY to RMB125mn, driven by revenue growth
of 7%, increase in finance income, other gains and associate income, which offset
a 2.9ppt gross margin contraction. Operating cash flow significantly improved to
RMB80mn in 1Q20, versus an outflow of RMB34mn in 1Q19.

= The impressive earnings growth in 4Q19 and 1Q20 enhanced our confidence on
Dingli’s outstanding management capability, which prompted us to revise up our
2020E/21E earnings forecast by 9%/13% to RMB905mn/RMB1.2bn, making us
14%/15% above consensus.

=  We lift our TP from RMB72 to RMB94, based on 36x 2020E P/E, on the back of
30%/36% earnings growth in 2020E/21E.

= Near term, we expect the demand for aerial working platforms (AWP) will be
strongly driven by infrastructure spending in China. In the medium term, rising labor
cost will remain the underlying driver for the application of AWP. Reiterate BUY
(For details please see our research note published today: ‘Secular growth story
intact; Raised earnings estimates & TP’).

Figure 11: Zhejiang Dingli’s 1Q20 results

(RMB_mn) 1019 1020 Change YoY 2018 2019 Change YoY 3018  30Q19 Change YoY 4018 4019 Change YoY
Total revenue 384 411 6.9% 474 464 -2.1% 540 597 10.4% 382 944 147.3%
Cost of sales -220 -247 12.3% -287 -275 -4.3% -305 -360 18.2% -212 -582 174.7%
Gross profit 165 164 -0.3% 187 189 1.4% 236 236 0.3% 170 362 113.2%
Other income -3 -4 6.4% -3 -2 -20.1% -3 -3 -2.8% -2 -2 37.7%
S&D expenses -17 -18 5.2% -26 -27 3.8% -29 -21 -28.5% -22 -39 76.8%
Administrative expenses -20 -23 15.5% -33 -31 -6.2% -24 -24 -0.1% -47 -62 31.4%
Asset impairment -2 1 n/a -2 -1 -33.8% -3 0 n/a 1 -11 n/a
EBIT 122 121 -0.8% 123 128 3.9% 176 189 7.2% 99 247 148.7%
Net finance income/(cost) -6 6 n/a 12 24 100.1% 12 20 70.9% 15 1 -93.5%
Other gains/(losses) 1 9 641.1% 18 29 61.5% 0 5 n/a 39 6 -85.0%
Share of profit of JV and associates 3 10 212.5% 6 9 42.3% 37 0 -99.4% -56 27 n/a
Pretax profit 120 146 21.6% 159 190 19.0% 225 215 -4.7% 97 280 189.3%
Income tax -19 -21 11.4% -24 -30 26.7% -35 -31 -9.4% -13 -30 133.1%
After tax profit 101 125 23.6% 135 159 17.7% 191 183 -3.9% 84 250 197.9%
Ml 0 0 n/a 0 0 n/a 0 0 n/a 0 0 n/a
Net profit 101 125 23.6% 135 159 17.7% 191 183 -3.9% 84 250 197.9%

ppt ppt ppt ppt
Gross margin 42.9% 40.0% -2.9 39.4%  40.8% 1.4 43.6% 39.6% -4.0 44.5% 38.3% -6.1
S&D expense ratio -4.5% -4.5% 0.1 -55%  -5.9% -0.3 -5.4% -3.5% 1.9 -5.8% -4.2% 1.7
Administrative expense ratio -5.2% -5.6% -0.4 -6.9% -6.6% 0.3 -4.4%  -4.0% 0.4 -12.4% -6.6% 5.8
Effective tax rate 15.8%  14.5% -1.3 15.1% 16.1% 1.0 15.4% 14.6% -0.8 13.3%  10.7% -2.6

Source: Company data, CMBIS
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The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in
the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or
its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the
information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange
Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this research
report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as
defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced
by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers
Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined
in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the
extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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