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) o o » ) ) ] . Target Price HK$16.3
1H19 net profit +4{1/o, in line with its positive alert gulda}nce. Adj. r_1et profit rose 88% Up/Downside +16%
to RMB408mn, V\_/hlch represents 44% of our FY_19E estimate (3_Q is the peak season Current Price HK$14.06
of a year). We think the results were on track with our FY19 estimates.

B 1H19 results in line. Net profit rose 44% to RMB327mn, in line with CEE’s
profit alert guidance of 40%-+ growth. If RMB76mn share-based expenses and China Education Sector
RMB19mn listing fees are excluded, adj. net profit surged 88% to RMB408mn, _
equivalent to 44% of our FY19E adj. net profit estimate (vs 40% in 1H18). Albert Yip, CFA
Revenue increased 27%, led by 14% growth of ASP and 11% growth of average (852) 3900 0838
students enrolled. The ASP growth was mainly led by 2ppt increase of short- albertyip@cmbi.com.hk
term student mix (short-term courses usually have higher annualized tuition fee
than long-term courses). Like-for-like ASP growth was around 3-5% in 1H19.
GPM widened 7.9ppt to 60.8% (58.6% if impact from HKFRS 16 is excluded), el B
because of ramp-up of newly established schools. SG&A expenses ratio Mkt Cap (HKS mn) 30,710
(excluding RMB76mn share-based expenses) fell 4.7ppt thanks to ramp-up of Avg 3 mths t/o (HK$ mn) 67.20
newly established schools and less new schools opened during the period. 52w High/Low (HK$) 14.46/9.60
Total Issued Shares (mn) 2,184
B 2H19E outlook. Jul to Sep is the peak season for the Company. Management Source: Bloomberg
revealed the progress of new student enrollment in Jul and Aug was satisfactory. .
. . . Shareholding Structure
The expansion of vocational college student admission by 1mn does not affect Wu Junbao 3413%
the Company’s new student enrollment because the target customers of Source: HKEx

vocational colleges and the Company are different (high school graduates

looking for further study vs customers aged between 15 and 45 looking for a SliaelReieance

: . Absolut Relati
job). Number of new schools in 2H19 could reduce from 15 to 10 because 1-mth 158202 25 L\SZ
certain school operation permits have not been received. We think the earnings 3-mth na na
impact of such delay is insignificant and keep our estimates unchanged. AT na na

Source: Bloomberg
B Commence beauty training. The Company has been exploring the vocational

training market for beauty, Al and healthcare industries. The Company plans to 12-mth Price Performance

(HK$)

open one beauty training school in 2H19 and one more in 2020 to test market 1 =R =0 (g

response before considering this segment’s expansion plan of school network. " M
B Maintain Buy. Our TP is based on 27.4x FY20E P/E, on par to the average of o

FY21E P/E of New Oriental Education and TAL Education. For cross-checking, 6

our TP implies 18.3x/13.5x EV/EBITDA in FY19/20E, which is at 11%/11% )

o

discount compared to segment leaders’ average of 20.6x/15.1x. This suggests
our TP is not aggressive. Catalyst: Inclusion of the stock into the Shenzhen-
Hong Kong Connect list in Sep 2019.

Earnings Summary

6/2019

Source: Bloomberg

Auditor: Deloitte

(YE 31 Dec) FY16A FY17A FY18A FY19E FY20E FY21E
Revenues (RMB mn) 2,336 2,850 3,265 4,079 4,906 5,770
YoY growth (%) na 22 15 25 20 18
Net profit (RMB mn) 587 661 515 765 1,085 1,339
Adj. net profit (RMB mn) 587 661 547 916 1,165 1,399
YoY change (%) na 13 a7) 67 27 20
Adj. EPS (RMB) na na na 0.419 0.533 0.64
YoY change (%) na na na na 27 20
Adj. P/E (x) na na na 30.1 23.7 19.7
Ex-net cash adj. P/E (x) na na na 23.6 17.7 13.8
P/B (x) na na na 4.7 4.1 3.6
Yield (%) na na na 0.8 1.2 15
Adj. ROAE (%) na 49.5 44.1 27.2 18.6 19.4
Net cash (RMB mn) 1,530 1,826 986 5,972 7,003 8,290

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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1H19 results review

Net profit rose 44% to RMB327mn, in line with CEE’s profit alert guidance of 40%+ growth.
Adjusted net profit surged 88% if RMB19mn listing fees and RMB76mn share-based
expenses in 1H19 are excluded. If excluding around RMB20mn net expenses from
adoption of HKFRS 16, adjusted net profit would jump by 97%.

Revenue increased 2&%, led by 14% growth of ASP and 11% growth of average students
enrolled. Average students enrolled was driven by 34% growth from short-term programs
and 9% growth from long-term programs. The ASP growth was mainly led by 2ppt increase
of short-term student mix (short-term courses usually have higher annualized tuition fee
than long-term courses). Like-for-like ASP growth was around 3-5% in 1H19.

New East revenue increased by 16%, led by 18% ASP growth because of 1pptincrease in
short-term program student mix to 8%. According to management, the growth of short-term
program students was because more customers want to start up their catering businesses
or learn cooking for leisure.

Omick revenue surged 90% on 80% growth of average student enrolled. Thanks to the
ramp-up of newly schools established in 2017 and 2018, GPM rose from 23.1% in 1H18 to
51.0% in 1H19. Segment loss significantly narrowed from RMB25mn in 1H18 to RMB2mn
in 1H19.

Xinhua Internet revenue jumped 38%, driven by 35% growth of average students enrolled.
Management attributed its student growth to new courses introduced in 2018 and 1H19
such as Al, internet security, 5G etc.

Wisezone revenue increased 77%, led by 64% ASP growth. Such strong growth was due
to introduction of more short-term programs which have higher annualized ASP.

Wontone revenue climbed 25% on 15% growth of average students enrolled and 9% ASP
growth. GPM expanded from 39.6% in 1H18 to 53.7% in 1H19.

Cuisine Academy revenue rose 145% led by growth of average customers registered. The
brand became profitable in gross profit level. That said, the business scale remains small
(1% of total revenue in 1H19) since the brand started in 2017.

GPM jumped 7.9ppt to 60.8%. If excluding RMB40m rental expenses reduced due to
adoption of HKFRS 16, GPM still widened 5.7ppt to 58.6% driven by ramp-up of newly
established schools and centers (mostly Omick and Cuisine Academy) opened in FY17
and FY18.

SG&A expenses ratio fell 0.6ppt to 33.1% driven by ramp-up of newly established schools
and less new schools opened during the period. Excluding the RMB76mn share-based
expenses, SG&A expenses ratio would drop by 4.7ppt.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 1: 1H19 results review

Y/E Dec (RMB mn) 1H19 1H18 change (%) REIMES]

Revenue 1,821 1,439 27% Average students enrolled +11%; ASP +14%
New East 1,014 876 16% Average students enrolled -2%; ASP +18%
Omick 155 82 90% Average students enrolled +80%; ASP +6%
Xinhua Internet 349 252 38% Average students enrolled +35%; ASP +2%
Wisezone 35 20 7% Average students enrolled +8%; ASP +64%
Wontoine 246 197 25% Average students enrolled +15%; ASP +9%
Cuisine Academy 19 8 145% Average customers registered +76%; ASP +39%
Others 4 5 -22%

Cost of sales (714) (677) 5% Rental expenses reduced by RMB40mn due to HKFRS 16

) Ramp uo of newly established schools and centers opened in

Gross profit 1,107 762 45% P Y V1 and Fvig P

Other income 18 15 25%

Other gains and losses 11 25 -55%

Selling expenses (319) (299) 7%

Administrative expenses (284) (185) 53% RMB76mn share-based expenses, new schools

R&D expenses (15) (11) 35%

Operating profit 518 306 70%

Finance income 8 10 -16%

Finance costs (62) 0 na Due to HKFRS 16

Listing expenses (19) 0 na

Profit before tax 446 316 41%

Tax expense (133) (99) 35%

Net profit 312 217 44%

Adj. net profit 408 217 88% RMB76mn share-based expe;iﬁséand RMB19mn listing fees in

Adj. EPS (RMB) 0.23 na na

DPS (RMB) na na na

Margin & Ratio (%)

Gross margin 60.8 52.9 7.9 Ramp up of Ioss—;n;lzr;gr)n;)e’v'\&grsrgzﬁmlck and Cuisine

Adj. Gross margin 58.6 52.9 57 Excluding impact from HKFRS 16

Operating margin 285 21.2 7.2

SG&A expenses ratio 33.1 33.7 (0.5)

Adj.. SG&A expenses ratio 29.0 33.7 4.7) Excluding RMB76mn share-based expenses

Net margin 17.2 15.1 2.1

Adj. net margin 224 15.1 7.3

Effective tax rate 29.9 31.3 (1.5)

Payout ratio (%) na na na

1H19 FY18 change (%)
Net cash (RMB mn) 5,694 986 477%

Source: Company data

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE



30 Aug 2019 @% 1 4& E PR

WO AW
Ghina Merchants Ban

oW AT
A Wholly Owned Subsidiary Of

Figure 2: Performance by brand

Y/E Dec (RMB mn) 1H19 1H18 change (%)
Revenue

New East 1,014 876 16%
Omick 155 82 90%
Xinhua Internet 349 252 38%
Wisezone 35 20 77%
Wontone 246 197 25%
Cuisine Academy 19 8 145%
Gross profit

New East 652 528 24%
Omick 79 19 319%
Xinhua Internet 150 236 -36%
Wisezone 5 (8) -166%
Wontone 132 78 70%
Cuisine Academy 2 5) -137%
GPM (%

New East 64.3 60.2 4.1
Omick 51.0 23.1 27.9
Xinhua Internet 67.6 59.4 8.2
Wisezone 15.0 (40.4) 55.4
Wontone 53.7 39.6 14.1
Cuisine Academy 9.7 (65.3) 75.0
Segment profit margin (%)

New East 40.9 36.9 4.0
Omick (1.6) (30.2) 28.6
Xinhua Internet 39.8 22.7 17.1
Wisezone (58.8) (208.2) 149.3
Wontone 7.6 (8.3) 16.0
Cuisine Academy (60.4) (10.3) (50.1)

Source: Company data

Figure 3: Revenue breakdown by brand in 1H18 Figure 4: Revenue breakdown by brand in 1H19

Cuisine  Others Cuisine  Others
Academy 4% Academy 206
Wontone (.50 Wontone  1.0%
13.7% 13.5%

Wisezone Wisezone
1.4% 1.9%
New East
_ New East 55.7%
XlnhLlJ;\ érl}()ernet 60.9% Xinhua Internet
: 19.1%
Omick
5.7% Omick
8.5%
Source: Company data Source: Company data

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Figure 5: Revenue estimates

Revenue (RMB mn) FY16 FY17 FY18 FY19E FY20E FY21E 3-yr CAGR

Schools 2,320 2,839 3,232 4,028 4,835 5,679 21%
New East 1,432 1,739 1,900 2,134 2,420 2,745 13%
Omick 0 75 213 413 632 838 58%
Xinhua Internet 481 542 604 829 985 1,149 24%
Wisezone 53 64 70 77 85 94 10%
Wontone 354 419 444 575 713 854 24%

Centers - Cuisine Academy 0 0 21 35 50 64 46%

Other Miscellaneous services 16 11 12 16 20 26 30%

Total 2,336 2,850 3,265 4,079 4,906 5,770 21%

YoY growth rate (%

New East na 21% 9% 12% 13% 13%

Omick na na 185% 94% 53% 33%

Xinhua Internet na 13% 11% 37% 19% 17%

Wisezone na 21% 9% 10% 10% 10%

Wontone na 18% 6% 29% 24% 20%

Cuisine Academy na na  6145% 70% 43% 28%

Total 22% 15% 25% 20% 18%

Revenue breakdown

New East 61% 61% 58% 52% 49% 48%

Omick 0% 3% 7% 10% 13% 15%

Xinhua Internet 21% 19% 19% 20% 20% 20%

Wisezone 2% 2% 2% 2% 2% 2%

Wontone 15% 15% 14% 14% 15% 15%

Cuisine Academy 0% 0% 1% 1% 1% 1%

Other Miscellaneous services 1% 0% 0% 0% 0% 0%

Total 100% 100% 100% 100% 100% 100%

Source: Company data, CMBIS estimates

Figure 6: Number of schools and centers estimates

Number of schools/centers FY16 FY17 FY18 FY19E FY20E FY21E  3-yr CAGR

Schools 90 126 145 165 180 196 11%

New East 41 46 50 59 63 69 11%

Omick 0 17 23 29 34 38 18%

Xinhua Internet 19 21 24 26 29 32 10%

Wisezone 16 20 22 22 22 22 0%

Wontone 14 22 26 29 32 35 10%

Centers

Cuisine Academy 0 6 18 18 20 24 10%

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Figure 7: Number of average student enrolled/customer registered estimates

Average student FY16 FY17 FY18 FY19E FY20E FY21E 3-yr CAGR
Average students enrolled 105,095 116,540 123,957 142,214 156,779 170,337 11%
New East 62,122 71,180 69,141 71,907 75,502 79,277 5%
Omick na 1,114 3,106 5,901 8,852 11,508 55%
Xinhua Internet 23,764 24,981 31,023 39,399 43,339 46,806 15%
Wisezone 1,138 1,165 1,364 1,432 1,504 1,579 5%
Wontone 18,071 18,100 19,323 23,574 27,582 31,167 17%

Avearge number of customers registered

Cuisine Academy na 63 577 981 1,373 1,717 44%
YoY growth rate (%) na 11% 6% 15% 10% 9%
New East na 15% -3% 4% 5% 5%
Omick na na 179% 90% 50% 30%
Xinhua Internet na 5% 24% 27% 10% 8%
Wisezone na 2% 17% 5% 5% 5%
Wontone na 0% 7% 22% 17% 13%
Cuisine Academy na na 816% 70% 40% 25%

Source: Company data, CMBIS estimates

Note: Average students enrolled for a year represents the sum of the number of students enrolled at all
schools at the end of each month divided by the number of months during such period without taking into
account any transfer or withdrawal. Average number of customers registered for a year represents the sum
of the number of customers registered at Cuisine Academy at the end of each month divided by the number
of months during such period, without taking into account any withdrawal.

Figure 8: Average tuition fee estimates

Average tuition fee FY16 FY17 FY18 FYI9E FY20E FY21E 3-yr CAGR
Average tuition fee per student 22,076 24,363 26,075 28,326 30,841 33,341 9%
New East 23,063 24,427 27,482 29,680 32,055 34,619 8%
Omick na 67,180 68,659 70,033 71,433 72,862 2%
Xinhua Internet 20,221 21,706 19,483 21,041 22,725 24,543 8%
Wisezone 46,738 55,055 51,375 53,944 56,641 59,473 5%
Wontone 19,604 23,168 22,994 24,373 25836 27,386 6%

Avearge service fee per customer

Cuisine Academy 0 5,286 36,043 36,043 36,764 37,499 1%
YoY growth rate (% na 10% 7% 9% 9% 8%
New East na 6% 13% 8% 8% 8%
Omick na na 2% 2% 2% 2%
Xinhua Internet na 7% -10% 8% 8% 8%
Wisezone na 18% -7% 5% 5% 5%
Wontone na 18% -1% 6% 6% 6%
Cuisine Academy na na 582% 0% 2% 2%

Source: Company data, CMBIS estimates
Note: Average tuition/service fee is calculated by dividing revenue generated from tuition or service fees by
average students enrolled/customers registered in the corresponding year

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 9: Peers valuation table

Mkt Cap Year P/E (x) EV/EBITDA Adj. net profit growth (%) EPS growth (%) PEG (x) Revenue growth (%)
Ticker (US$m) Crncy Price end FYL FY2 FY3 FYl FY2 FYl FY2 FY3 FYl FY2 FY3 FY1 FYL FY2 FY3
Non-formal vocational education services provider
China East Education 667 HK 3,914 HKD 14.06 Dec-18 30.1 23.7 193 151 11.0 67 27 20 na 27 20 128 25 20 18

K12 tutoring services providers

New Oriental Education EDUUS 17,624 USD 111.06 May-19 329 249 198 241 179 32 32 27 31 32 26 114 28 25 22
TAL Education TALUS 21,007 USD 3550 Feb-19 50.6 32.8 231 396 26.1 ®8) 61 43 (5) 54 42 1.06 35 34 32
Onesmart Education ONEUS 1,239 UsSD 7.72 Aug-18 238 17.7 131 152 108 54 35 36 na 34 35 069 40 34 26
Beststudy Education 3978 HK 204 HKD 188 Dec-18 98 74 57 18 15 161 26 28 na 32 30 032 25 23 22
Average 293 20.7 155 202 141 60 39 34 13 38 33 080 32 29 25

K12 education services providers

Wisdom Education 6068 HK 955 HKD 3.66 Aug-18 165 135 101 112 9.0 33 23 32 31 22 31 062 39 23 23
Tianli Education 1773 HK 899 HKD  3.40 Dec-18 248 184 142 171 121 29 37 29 na 34 30 077 37 38 32
Maple Leaf 1317 HK 928 HKD 243 Aug-18 103 87 73 79 6.7 18 19 18 13 19 20 053 22 21 16
Bright Scholar BEDUUS 1,108 USD 890 Aug-18 215 17.0 167 110 89 42 33 15 47 26 2 160 40 35 13
Virscend Education 1565 HK 925 HKD 235 Dec-18 138 102 7.6 133 10.1 20 52 32 29 35 33 0.40 28 27 25
Average 174 136 112 121 94 28 33 25 30 27 23 079 33 29 22

Higher Education services providers

China Education 839HK 3,002 HKD 11.66 Aug-18 28.0 225 188 193 156 na 23 21 na 24 20 127 na 22 15
Yuhua Education 6169HK 1,809 HKD 4.32 Aug-18 185 151 129 125 99 19 28 16 12 22 18 093 38 28 9
Hope Education 1765HK 1,173 HKD 1.38 Dec-18 183 142 112 95 6.8 43 29 24 22 29 24 070 23 23 16
Minsheng Education 1569 HK 758 HKD 148 Dec-18 132 109 91 82 6.8 22 18 19 21 22 19 065 58 23 16
Kepei Education 1890 HK 979 HKD 3.84 Dec-18 16.6 139 120 119 101 23 19 16 8 19 16 095 23 18 15
Xinhua Education 2779 HK 556 HKD 271 Dec-18 140 9.7 80 112 53 12 17 16 1 45 18 045 18 18 15
New Higher Education 2001 HK 644 HKD 328 Dec-18 120 94 79 98 80 31 26 17 25 28 18 052 86 26 10
Chunlai Education 1969 HK 251 HKD 1.64 Aug-18 125 83 6.8 93 6.9 (4) 54 24 (14) 50 22 035 15 33 13
Average 16.6 130 108 115 87 21 27 19 8 3 19 073 37 24 14
Education sector average 19.8 150 12.0 13.7 101 33 31 24 16 31 24 0.76 35 27 19
Segment leaders' average 294 218 176 206 151 23 36 25 21 32 23 113 35 30 20

Source: Bloomberg estimates, CMBIS estimates

Note: We select New Oriental Education, TAL Education, Bright Scholar, Tianli Education, China Education and Yuhua Education as segment
leaders. Segment leaders are the top two names in their respective segments in terms of market capitalization and P/E.

Price is closing price as of 29 Aug 2019.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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Income statement Cash flow summary
YE 31 Dec (RMB mn) FY17A FY18A FY19E FY20E FY21E YE 31 Dec (RMB mn) FY17A FY18A FY19E FY20E FY21E
Revenue 2,850 3,265 4,079 4,906 5,770 Profit before tax 813 682 1,003 1,364 1,678
Cost of sales (1,281) (1,560) (1,851) (2,181) (2,515) D&A 242 360 452 580 685
Gross profit 1569 1,705 2,228 2,724 3,255 Change in working capital 171 182 247 265 278
Others (228) (245) (245) (370) (464)
Other income 17 38 51 61 73 Net cash from operating 997 980 1,458 1,840 2,177
Other gains and losses 60 58 59 72 81
Selling expenses (457) (648) (708) (868) (1,037) Capex (644) (666) (892) (750) (750)
Administrative expenses (350) (438) (629) (684) (752) Others 43 93 126 171 186
R&D expenses (24) (28) (33) (39) (46) Net cash from investing (601) (573) (766) (579) (564)
EBIT 815 687 969 1,267 1,575
Equity raised 0 1 4,329 0 0
Net finance income 17 24 66 97 103 Dividend paid (100) (874) (34) (229) (325)
Listing expenses 0 (24) (31) 0 0 Change of borrowings 0 0 0 0 0
Profit before tax 832 687 1,003 1,364 1,678 Others 0 (582 0 0 0
Income tax expenses (171) (172) (239) (280) (339) Net cash from financing (100) (1,456) 4,294 (229) (325)
Net profit 661 515 765 1,085 1,339
Net change in cash 296 (1,048) 4,986 1,031 1,287
Net profit 661 515 765 1,085 1,339 cCash atthe beginning of the year 1,739 2,035 986 5,972 7,003
Listing expenses 0 24 31 0 0 Exchange difference 0 0 0 0 0
Share-based expenses 0 8 120 80 60 Cash at the end of the year 2,035 986 5,972 7,003 8,290
Adjusted net profit 661 547 916 1,165 1,399
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY17A FY18A FY19E FY20E FY21E YE 31 Dec FY17A FY18A FY19E FY20E FY21E
Non-current assets 1,259 1,545 1,993 2,168 2,240 Sales mix (%)
PPE 1,060 1,361 1,804 1,977 2,045 New East 61.0 58.2 523 493 476
Prepaid lease payments 126 123 120 118 115  Omick 2.6 6.5 101 129 145
Prepayments for rental 32 18 20 22 24 Xinhua Internet 19.0 185 203 201 199
Others 41 43 48 52 57  Wisezone 2.3 2.2 1.9 1.7 1.6
Wontone 14.7 13.6 141 145 1438
Current assets 2,259 1270 6,324 7,424 8,783  Cuisine Academy 0.0 0.6 0.9 1.0 11
Cash 2,035 986 5,972 7,003 8,290 Others 0.4 0.4 0.4 0.4 0.5
Receivables 191 242 303 364 428
Others 34 42 49 57 64 P&L ratios (%)
Gross profit margin 55,0 522 546 555 564
Current liabilities 1,871 1,883 2,388 2,813 3,234 EBIT margin 28.6 21.0 23.7 25.8 27.3
Contract liabilities 1,090 1,233 1,479 1,738 2,008 Effective tax rate 205 250 238 205 20.2
Payables 471 508 571 641 716  Net profit margin 232 158 187 221 232
Tax payables 102 108 108 108 108  Adj. net profit margin 232 168 225 237 242
Dividend payable 0 34 229 325 402 Payout ratio na na 300 300 300
Others 209 0 0 0 0
Balance sheet ratios
Non-current liabilities 40 60 72 84 96  Current ratio (x) 1.2 0.7 2.6 2.6 2.7
Government grant 4 4 4 4 4 Average inv. turnover days 8.1 7.8 8.0 8.0 8.1
Contract liabilities 36 56 68 80 92  Asset turnover (x) 0.8 1.2 0.5 0.5 0.5
Total asset/total equity (x) 2.2 3.2 14 14 14
Total net assets 1,607 873 5,856 6,696 7,693 Net cash (RMB mn) 1,826 986 5,972 7,003 8,290
Shareholders' equity 1,607 873 5,856 6,696 7,693
Returns (%)
Adjusted ROAE 495 441 27.2 18.6 194
Adjusted ROAA 214 17.3 16.5 13.0 13.6

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 8
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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 (1) 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.

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.

Notes:
CMB International Securities Limited and/or more of its affiliates performed investment banking services to China East Education (667 HK) over
the past 12 months.
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