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Vesync (2148 HK)

Higher development costs but better tariffs

Following the disappointing 2H21 (slowdown in sell-in growth, higher than
expected investment on A&P and R&D etc.), we have cut our forecasts. But due
to tariff refunds and exemptions and the undemanding valuation, we maintain
BUY but cut TP to HK$5.89, based on 12x FY22E P/E (down from 20x for sector
de-rating), much lower than 3 years average of 15x.

B FY21 result missed. Vesync's sales increased by 30% YoY to RMB 454mn,
missed CMBI/ BBG est. by 4%/ 8%, mainly due to the weaker than expected
sales in US, esp. in 4Q21. Net profit fell by 24% YoY to RMB 42mn, missed
CMBI/ BBG est. by 33%/ 41%, because of: 1) weaker than expected GP
margin (at 38.8%, vs CMBI est. of 40.6%) and 2) higher than expected A&P
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expenses (at 4.7% of sales, vs CMBI est. of 2.9%).

B A more conservative view on FY22E. After the slowdown in sales growth to
just 16% YoY in 2H21, we are now more conservative but still expecting a 24%
in FY22E (cut from 31%), as a result of: 1) 40%-50% increases in sell-out
revenue during Jan-Mar 2022, 2) more new product launches (many were
delayed from last year), 3) expansions into more categories.

B Better GP margin, due to tariffs benefit. We expect GP margin to jump to
42.2% in FY22E (from 38.8% in FY21), thanks to tariff refunds (CMBI est. of
~USD 3-5mn) and exemption (CMBI est. of ~ USD20mn). Also, costs inflation
can be offset by: 1) rollout of more high-end products, 2) product redesign and
3) better terms with suppliers and 4) more FX hedging. Moreover, the terms
with amazon was renewed in FY22E (wholesale price increased slightly more
than retail price, and with some underperforming SKUs were removed), which
should not bring much negatives on the Vendor Central GP margin.

B Higher opex ratio, but OP margin could still be improving. We do expect
A&P expenses and staff costs (as % of sales) to further increase in FY22E,
due to more marketing activities on different channels (e.g. Amazon or social
media like twitter), more new product launches and after the hiring of senior
management in R&D, marketing and supply chain department. However,
Vesync will prioritize the efficiency (more KPIs on profits per employees) and
better inventory management (lower warehousing costs substantially), we
believe OP margin can still improve to 14.0% in FY22E (vs 11.4% in FY21E).

B Maintain BUY but cut TP to HK$ 5.89. We cut FY22E/ 23E net profit by 20%/
31%, to factor in: 1) less sell-in sales, 2) higher A&P expenses but 3) tariff
refunds and exemption. Our TP is based on 13x FY22E P/E (down from 20x),
vs 3 years average of 15x. It is trading at 10x FY22E P/E, undemanding after
price retreat, assuming no further deterioration of costs inflation.
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Earnings Summar
YE 31 Dec FY20A FY21A FY22E FY23E FY24E

Revenue (USD k) 348,922 454,250 563,027 682,226 816,283
YoY growth (%) 103.0 30.2 23.9 21.2 19.6
NP att. (USD k) 54,723 41,588 68,197 78,436 101,810
EPS (USD) 0.049 0.036 0.058 0.067 0.087
YoY growth (%) 511.0 (25.4) 61.0 15.0 29.8
Consensus EPS (USD) n/a n/a 0.080 0.107 0.110
P/E (x) 12.2 16.5 10.2 8.9 6.8
P/B (x) 2.6 2.2 17 14 1.2
Yield (%) 2.8 2.7 3.9 4.5 5.8
ROE (%) 21.0 13.0 16.7 16.2 17.3
Net gearing (%)* Net cash Net cash Net cash Net cash Net cash

Source: Company data, CMBIGM estimates, *net debt (cash) / equity
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Earnings revision

Figure 1: Earnings revision

New (o]f} Diff (%)
RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 563,027 682,226 816,283 614,959 755,203 n/a -8.4% -9.7% n/a
Gross profit 237,474 268,890 322,400 252,625 314,292 n/a -6.0% -14.4% n/a
EBIT 78,020 88,713 115,030 97,774 129,504 n/a -20.2% -31.5% n/a
Net profit att. 68,197 78,436 101,810 85,019 114,009 n/a -19.8% -31.2% n/a
Diluted EPS (USD) 0.058 0.067 0.087 0.073 0.098 n/a -19.8% -31.2% n/a
Gross margin 42.2% 39.4% 39.5% 41.1% 41.6% n/a 1.1ppt -2.2ppt n/a
EBIT margin 13.9% 13.0% 14.1% 15.9% 17.1% n/a -2ppt -4.1ppt n/a
Net profit att. margin 12.1% 11.5% 12.5% 13.8% 15.1% n/a -1.7ppt -3.6ppt n/a

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 563,027 682,226 816,283 660,500 855,300 894,000 -14.8% -20.2% -8.7%
Gross profit 237,474 268,890 322,400 280,258 367,672 368,775 -15.3% -26.9% -12.6%
EBIT 78,020 88,713 115,030 100,538 132,588 146,000 -22.4% -33.1% -21.2%
Net profit att. 68,197 78,436 101,810 91,120 122,110 128,000 -25.2% -35.8% -20.5%
Diluted EPS (USD) 0.058 0.067 0.087 0.080 0.107 0.110 -26.9% -37.0% -20.6%
Gross margin 42.2% 39.4% 39.5% 42.4% 43.0% 41.3% -0.3ppt -3.6ppt -1.8ppt
EBIT margin 13.9% 13.0% 14.1% 15.2% 15.5% 16.3% -1.4ppt -2.5ppt -2.2ppt
Net profit att. margin 12.1% 11.5% 12.5% 13.8% 14.3% 14.3% -1.7ppt -2.8ppt -1.8ppt

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Results Summary

Figure 3: Results review — Half Year

Actual
Half yearly / Full yearly (USD k) 1H20 2H20 1H21 2H21 C\I\//ISBI
GM
Revenue 129,254 219,668 199,290 254,960 54% 16% 271,531 -6%
COGS -67,486 -129,017 -110,720 -167,423 -168,885
Gross profit 61,768 90,651 88,570 87,537 43% -3% 102,646 -15%
GP margins 47.8% 41.3% 44.4% 34.3% 37.8%
1716
Other income & gains 185 156 3,202 -1,825 113 %
Selling and distribution expenses -19,525 -27,716 -30,311 -38,522 55% 39% -34,961 10%
Selling and distribution exp / sales -15.1% -12.6% -15.2% -15.1% -12.9%
Administrative expenses -13,139 -25,781 -22,530 -28,605 71% 11% -29,961 -5%
Admin exp / sales -10.2% -11.7% -11.3% -11.2% -11.0%
Other opex -1,291 -3,970 -1,159 -4,413 -2,137
Operating profit (EBIT) 27,998 33,340 37,772 14,172 35% -57% 35,700 -60%
OP margins 21.7% 15.2% 19.0% 5.6% 13.1%
Other items -227 86 -396 224 -75
Net finance income -643 -497 -394 -369 -436 -15%
Net finance income / sales -0.5% -0.2% -0.2% -0.1% -0.2%
Profit after financing costs 27,128 32,929 36,982 14,027 35,190
Associated coms 0 0 0 0 0
Jointly controlled coms 0 0 0 0 0
Pre-tax profit 27,128 32,929 36,982 14,027 36% -57% 35,190 -60%
Tax -4,647 -687 -5,001 -4,420 -4,742 -7%
Tax / sales -3.6% -0.3% -2.5% -1.7% -1.7%
Effective tax rate -17.1% -2.1% -13.5% -31.5% -13.5%
Net profit from con. bus. 22,481 32,242 31,981 9,607 42% -70% 30,448
Net profit from discon. bus. 0 0 0 0 0 n/a
Minority interests 0 0 0 0 0 n/a
Net profit att. 22,481 32,242 31,981 9,607 42% -70% 30,448 -68%
NP margins 17.4% 14.7% 16.0% 3.8% 11.2%

Sales by region

North America 109,661 192,657 160,228 197,832 46% 3% 230,672 -14%
Europe 17,125 23,593 33,488 47,553 96% 102% 35,390 34%
Asia 2,468 3,418 5,574 9,575 126% 180% 5,469 75%
Total 129,254 219,668 199,290 254,960 54% 16% 271,531 -6%

Source: Bloomberg, Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 4: Results review — Full Year

Half yearly / Full yearly (USD k)

FY21

FY22E

FY21 YoY

FY21E
CMBIGM

Actual vs
CMBIGM

Revenue
COGS
Gross profit
GP margins
Other income & gains

Selling and distribution expenses
Selling and distribution exp /
sales

Administrative expenses
Admin exp / sales
Other opex
Operating profit (EBIT)
OP margins
Other items
Net finance income
Net finance income / sales
Profit after financing costs
Associated coms
Jointly controlled coms
Pre-tax profit
Tax
Tax / sales
Effective tax rate
Net profit from con. bus.
Net profit from discon. bus.
Minority interests
Net profit att.
NP margins

Sales by region
North America
Europe

Asia

Total

348,922
(196,503)
152,419
43.7%
341
(47,241)
-13.5%

(38,920)
-11.2%
-5,261
61,338
17.6%

(141)
(1,140)
-0.3%
60,057
0
0
60,057
(5,334)
-1.5%
-8.9%
54,723
0
0
54,723
15.7%

302,318
40,718
5,886
348,922

454,250

(278,143)

176,107
38.8%
1,377
(68,833)
-15.2%
(51,135)
-11.3%
-5,572
51,944
11.4%
(172)
(763)
-0.2%
51,009
0
0
51,009
(9,421)
-2.1%
-18.5%
41,588

41,588
9.2%

358,060
81,041
15,149

454,250

563,027
(325,553)
237,474
42.2%
1,179
(83,893)
-14.9%
(67,678)
-12.0%
-8,445
78,637
14.0%
0
(1,140)
-0.2%
77,496
0
0
77,496
(9,300)
-1.7%
-12.0%
68,197
0
0
68,197
12.1%

431,655
109,405
21,966
563,027

30%

16%

46%

31%

-15%

-15%

-24%

-24%

18%
99%
157%
30%

24%

35%

22%

32%

51%

52%

64%

64%

21%
35%
45%
24%

470,821

(279,605)
191,216
40.6%
3,315
(65,272)
-13.9%
(52,491)
-11.1%
-3,296
73,472
15.6%
(471)
(830)
-0.2%
72,172
0
0
72,172
(9,743)
2.1%
-13.5%
62,429
0
0
62,429
13.3%

390,900
68,878
11,043

470,821

-4%

-8%

-58%
5%

-3%

-29%

-8%

-29%
-3%

-33%
#DIV/O!
#DIV/0!

-33%

-8%
18%
37%
-4%

Source: Bloomberg, Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Valuation

Peers Valuation

Figure 5: Peers’ valuation

12m Up/ ROE 3yrs Yield
Mkt. Cap  Year P/E (x) P/B (x)
TP Down- (%) PEG (x) (%)
Ticker Rating (LC) side (HK$mn) End FY1E FY2E FY1E FY2E FY1E FY1E FY1E
A+ H shares Small Home Appliances
Vesync 2148 HK BUY 5.89 4.63 27% 5,394 Dec-21 102 8.9 1.7 14 143 0.3 3.9
Js Global Lifestyle 1691 HK BUY 1154 958 20% 33,478 Dec-21 8.4 7.2 1.8 15 24.2 0.5 4.6
Joyoung 002242 CH NR n/a 16.42 n/a 15,507 Dec-21 146 127 2.7 2.5 17.4 1.0 5.7
Zhejiang Supor 002032 CH NR n/a 53.40 n/a 53,170 Dec-21 18.7 166 4.7 4.1 26.2 1.2 3.2
Xinbao 002705 CH NR n/a 16.80 n/a 17,101 Dec-20 173 132 21 1.9 14.8 3.0 2.2
Bear Electric 002959 CH NR n/a 45.95 n/a 8,851 Dec-20 229 172 33 3.0 15.4 2.5 2.0
Ecovacs Robotics 603486 CH NR n/a  109.05 n/a 77,060 Dec-20 30.7 228 12.7 8.9 49.7 0.4 1.1
Beijing Roborock 688169 CH NR n/a  566.55 n/a 46,602 Dec-20 26.1 20.1 4.5 3.8 20.2 1.1 0.5
Kingclean Electric 603355 CH NR n/a 21.07 n/a 14,909 Dec-20 18.2 122 2.9 2.5 11.6 0.3 0.7
Avg. 186 145 4.1 33 215 11 2.7
Med. 182 132 29 2.5 17.4 1.0 2.2
A + H Home Appliances
Midea 000333CH BUY 9524 58.60 63% 504,720 Dec-20 143 124 3.0 2.7 24.8 1.0 3.1
Gree Electric 000651 CH NR n/a 33.02 n/a 240,460 Dec-20 8.5 7.5 1.6 1.5 23.3 0.6 6.8
Haier Smart Home 600690 CH NR n/a 23.75 n/a 261,452 Dec-21 145 12.7 2.5 2.2 17.8 4.3 2.6
Haier Smart Home 6690 HK BUY 30.66 25.80 19% 261,438 Dec-21 127 11.2 22 2.0 17.8 4.7 3.0
Hisense Home 921 HK NR n/a 7.36 n/a 15,592 Dec-21 6.2 4.5 0.7 0.6 15.5 0.2 5.3
Hisense Home 000921 CH NR n/a 10.98 n/a 15,592 Dec-21 101 85 1.3 1.2 15.5 0.4 3.6
Whirlpool China 600983 CH NR n/a 8.16 n/a 7,700 Dec-20 n/a n/a n/a nla (7.6) n/a n/a
Hangzhou Robam 002508 CH NR n/a 30.50 n/a 35,639 Dec-20 183 129 3.2 2.7 23.2 0.9 1.9
Vatti 002035 CH NR n/a 5.50 n/a 5,740 Dec-20 11.3 9.2 1.3 1.2 13.1 0.7 2.9
Avg. 12.0 9.9 2.0 1.7 15.9 1.6 3.6
Med. 12.0 10.2 1.9 1.7 17.8 0.8 3.1
International Small Home Appliances
Techtronic 669 HK NR n/a 124 n/a 228,026 Dec-21 22.2 18.3 5.2 4.4 25.5 1.1 1.8
Smith (A.O0.) Corp  AOS US NR n/a 66 n/a 81,044 Dec-21 186 17.3 5.6 4.9 26.5 1.7 1.7
Helen Of Troy Ltd  HELE US NR n/a 200 n/a 37,773 Feb-21 17.0 15.6 3.6 2.9 16.1 15 n/a
De'Longhi Spa DLG IM NR n/a 25 n/a 32,158 Dec-21 148 13.1 2.2 2.0 21.9 (8.6) 2.9
Irobot Corp IRBT US NR n/a 63 n/a 13,483 Jan-22 323 16.1 2.4 2.2 4.0 0.4 0.0
Seb Sa SK FP NR n/a 126 n/a 60,403 Dec-21 14 127 21 1.9 16.6 6.4 2.1
Breville Group BRG AU NR n/a 27 n/a 21,907 Jun-21 35 303 6.4 5.6 19.7 2.3 1.1
Koninklijke Philips ~ PHIA NA NR n/a 28 n/a 214,480 Dec-21 16.7 14.1 1.7 1.6 25.2 (1.0) 3.1
Avg. 21.3 172 37 3.2 19.4 0.5 1.8
Med. 178 159 3.0 2.6 20.8 1.3 1.8
International Home Appliances
Whirlpool WHR US NR nfa 172.44 n/a 78,981 Dec-21 6.5 6.2 2.0 1.8 408 (4.1) 3.9
Ingersoll-Rand IR US NR n/a 50.25 n/a 160,608 Dec-21 216 191 2.8 2.3 6.2 0.7 0.1
Electrolux Ab-B ELUXB SS NR n/a 143 n/a 37,257 Dec-21 8.3 7.1 2.1 1.9 25.1 1.1 6.7
Daikin Industries 6367 JP NR n/a 22365 n/a 419,013 Mar-21 29.9 26.4 3.6 3.2 12.1 1.9 0.9
Panasonic 6752 JP NR nfa 1179.50 n/a 184,999 Mar-21 11.3 10.8 1.0 0.9 9.0 0.7 2.6
Fujitsu General 6755 JP NR n/a  2408.00 n/a 16,823 Mar-21 25.7 17.8 2.0 1.8 7.7 4.3 1.3
Lg Electronics 066570 KS NR n/a  117500. n/a 123,477 Dec-21 7.0 6.0 1.0 0.9 5.7 0.2 1.0
Samsung 005930 KS NR nfa  69100. n/a 2,648,960 Dec-21 9.8 8.6 1.4 1.2 12.2 0.7 2.1
Avg. 15.0 128 2.0 18 14.9 0.7 2.3
Med. 10.5 9.7 2.0 1.8 10.6 0.7 1.7

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Assumptions

Figure 6: CMBI’'s assumptions
USD mn FY19A FY20A FY21A FY22E FY23E FY24E

Sales by region (USD k)

North America 148,634 302,318 358,060 431,655 510,345 589,872
Europe 21,976 40,718 81,041 109,405 142,227 184,895
Asia 1,309 5,886 15,149 21,966 29,654 41,516
Total 171,919 348,922 454,250 563,027 682,226 816,283

Sales growth by region (%)

North America 22.9% 103.4% 18.4% 20.6% 18.2% 15.6%
Europe -1.9% 85.3% 99.0% 35.0% 30.0% 30.0%
Asia -5.2% 349.7% 157.4% 45.0% 35.0% 40.0%
Total 18.8% 103.0% 30.2% 23.9% 21.2% 19.6%

Sales growth by segment (%)

Seller Central -18.7% 23.0% -27.0% -10.0% -5.0% 0.0%
Vendor Central 110.8% 166.7% 45.4% 24.7% 17.7% 14.7%
Others (including offline) 44.0% 860.0% 197.6% 80.0% 65.0% 50.0%

GP margins by region

North America 39.3% 44.5% 41.3% 43.5% 40.0% 40.0%
Europe 37.8% 38.0% 37.5% 37.5% 37.5% 38.0%
Asia 44.1% 43.0% 38.9% 39.5% 38.5% 39.0%
Total 39.1% 43.7% 40.5% 42.2% 39.4% 39.5%

GP margins by segment

Seller Central 34.7% 41.0% 33.0% 36.0% 35.0% 35.5%
Vendor Central 43.6% 46.1% 41.1% 44.4% 41.2% 41.4%
Others (including offline) 25.7% 23.0% 30.0% 35.0% 34.5% 35.0%

Opex breakdown

A&P -8.5% -3.5% -4.7% -5.7% -5.3% -5.3%
Commission to platform -7.5% -4.9% -2.8% -2.2% -1.7% -1.5%
Stalff cost - Opex -5.7% -5.8% -7.0% -8.4% -8.0% -7.5%
Warehousing -2.3% -1.8% -3.9% -2.7% -2.7% -2.7%
R&D -4.8% -3.0% -3.8% -4.0% -4.0% -4.0%
Office expenses -1.0% -0.8% -0.9% -0.8% -0.7% -0.6%
D & A - Opex -0.7% -0.6% -0.8% -0.6% -0.5% -0.4%
Selling & distribution costs / sales -22.0% -13.5% -15.2% -14.9% -13.9% -13.4%
Admin expenses / sales -12.4% -11.2% -11.3% -12.0% -11.6% -11.1%
OP margins 4.8% 17.6% 11.4% 14.0% 13.1% 14.2%
Effective tax rate -8.1% -8.9% -18.5% -12.0% -11.0% -11.0%
NP att. margins 3.7% 15.7% 9.2% 12.1% 11.5% 12.5%
NP att. growth (%) 46.1% 758.8% -24.0% 64.0% 15.0% 29.8%
Adjusted NP att. growth (%) 46.1% 758.8% -24.0% 64.0% 15.0% 29.8%

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (USD k)
Revenue
North America
Europe
Asia

Cost of goods sold
Gross profit
Other income

Operating expenses
A&P
Commission to platform
Staff costs
R&D
Other opex

EBIT

Finance costs, net
JVs & associates
Exceptional
Pre-tax profit

Income tax
Less: Minority interests

FY20A FY21A FY22E FY23E FY24E
348,922 454,250 563,027 682,226 816,283
302,318 358,060 431,655 510,345 589,872
40,718 81,041 109,405 142,227 184,895
5886 15149 21966 29,654 41516

(196,503) (278,143) (325,553) (413,336) (493,883)
152,41 176,10 237,47 268,89 322,40
331 712 563 682 816

(91,422) (125,540) (160,016) (180,859) (208,187)
(12,270) (21,165) (32,093) (36,158) (43,263)
(17,180) (12,839) (12,228) (11,744) (11,872)
(20,177) (31,851) (47,146) (54,912) (61,253)
(10,459) (17,308) (22,521) (27,289) (32,651)
(31,336) (42,377) (46,029) (50,757) (59,148)

61,328 51,279 78,020 88,713 115,030

(1,130)  (98) (524) (583) (636)

(141) (172) - - -
60,057 51,009 77,496 88,130 114,393

(5,334) (9,421) (9,300) (9,694) (12,583)
0 0 0 0 0

YE 31 Dec (USD k)

EBIT

D&A

Change in working capital
Income tax paid

Others

Net cash from operating

Capex & investments
Associated companies
Interest received

Others

Net cash from investing

Equity raised

Net change in bank loans
Dividend paid

Others

Net cash from financing

Net change in cash
Beginning cash balance
Exchange difference

Cash at the end of the year

FY20A
61,328
792
(56,804)
(1,384)
5,717
9,648

(1,333)

(4,988)
(6,321)

192,60
(15,46
(4,224)
(1,806)
171,10

174,436
9,115
(101)

183,450

FY21A
51,279
620
(110,808
(9,4215
841
(67,489)

FY22E
78,020
597
60,356

FY23E FY24E
88,713 115,030

567 548
(144,567 64,485
(9,300) (9,694)\ (12,583)

784 892 1,031
130,458 (64,089) 168,510

(1,363) (1,689) (2,047) (2,449)

(1,363) (1,689) (2,047) (2,449)

18,561 18,548 27 31
(763) (1,140) (1,317) (1,517)
17,798 17,408 (1,290) (1,485)

(51,054) 146,176 (67,426) 164,576
183,450 132,396 278,572 211,146

- - - 0
132,396 278,572 211,146 375,722

Net profit 54,723 41,588 68,197 78,436 101,81
Balance sheet Key ratios
YE 31 Dec (USD k) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 30,602 31,169 32,094 33,416 35,167 Sales mix (%)
Fixed asset 1,858 2,534 3,568 5,000 6,860 North America 87 79 77 75 72
Intangible assets & goodwill 406 297 188 78 (31) Europe 12 18 19 21 23
Prepaid lease payments 11,056 11,056 11,056 11,056 11,056 Asia 2 3 4 4 5
Interest in joint ventures - - - - 0 0 0 0
Other non-current assets 17,282 17,282 17,282 17,282 17,282 Total 100 100 100 100 100
Current assets 339,122 399,214 521,358 601,831 742,943 P&L ratios (%)
Inventories 95,598 128,54 133,80 199,28 198,71  Gross margin 176 11.3 139 13.0 14.1
Trade and other receivables 35,241 106,01 69,068 143,08 110,75  Operating margin 17.2 112 138 129 140
Prepayments 24,577 31,996 39,658 48,054 57,496 Pre-tax margin 15.7 9.2 12.1 115 12.5
Other current assets 256 256 256 256 256 Net margin 8.9 185 120 11.0 110
Cash and cash equivalents 183,45 132,39 278,57 211,14 375,72  Effective tax rate 437 388 422 394 395
15.7 9.2 12.1 11.5 12.5
Current liabilities 97,395 97,733 134,057 137,389 178,411 Balance sheet ratios
Bank loans 2,888 2,888 2,888 2,888 2,888  Current ratio (x) 35 4.1 3.9 4.4 4.2
Trade payables 45,617 37,739 65,578 59,612 90,178  Quick ratio (x) 25 2.8 2.9 2.9 3.1
Accruals & other payables 27,217 35,433 43,918 53,216 63,673  Cash ratio (x) 1.9 14 2.1 15 2.1
Tax payables 17,040 17,040 17,040 17,040 17,040 Inventory turnover days 120 147 147 147 147
Others 4,633 4,633 4,633 4,633 4,633 Trade receivables days 28 57 57 57 57
Trade payables days 60 33 33 33 33
Non-current liabilities 9,183 9,183 9,183 9,183 9,183  Total debt/ total equity ratio (%) 2 2 1 1 1
Bank loans - - - - 0  Netdebt/ equity ratio (%) Netcash Netcash Netcash Netcash Netcash
Deferred income - - - - 0 Returns (%)
Deferred tax - - - - 0 ROE 21.0 13.0 16.7 16.2 17.3
Others 9,183 9,183 9,183 9,183 9,183 ROA 14.8 9.7 123 123 131
Per share
Minority Interest 3,015 3,015 3,015 3,015 3,015 EPS (USD) 0.05 0.04 006 0.07 0.09
Total net assets 260,131 320,452 407,197 485,660 587,501 DPS (USD) 0.02 0.02 0.02 0.03 0.03
Shareholders' equity 260,131 320,452 407,197 485,660 587,501 BVPS (USD) 0.23 0.28 0.35 0.42 0.50

Source: Company data, CMBIGM estimates
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Analyst Certification

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.

CMBIGM 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 CMBIGM

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

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) 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. CMBIGM 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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM 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 CMBIGM 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. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM 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 CMBIGM 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 CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM 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 CMBIGM.

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 (I)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 CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

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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