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Weichai Power-A (000338 CH)

) HOLD (Maintain)
Short-term earnings under pressure; Import

. . . Target Price RMB13.2
substitution strategy to support long-term earnings (Previous TP RMB14.1)
Up/Downside -2%

In the post-results call, Weichai reiterated its import substitution strategy over the
coming years: (1) To increase the installation of agricultural machinery engine to
LOVOL Heavy Industry to 200k units in 2025E (24k in 2021); (2) To achieve 20%
market share in hydraulic powertrain for excavator in 2025E; (3) To achieve 15%
global market share in large-bore high speed engine segment in 2025E. That said,
we believe the weakness of HDT demand will continue to exert pressure on the
earnings in the foreseeable future. We trim our earnings forecast in 2022E/23E
by 5%/1% (30%/28% below consensus). Our SOTP-based TP is revised down to
RMB13.2. Maintain HOLD. We prefer Weichai-H as the H/A discount is currently

Current Price RMB13.45

China Capital Goods

Wayne Fung, CFA
(852) 3900 0826
waynefung@cmbi.com.hk

at 25%, versus the historical average of ~12%. Stock Data
Mkt Cap (RMB mn) 110,902
. . Y . o Avg 3 mths t/o (RMB mn) 1,004
B HDT engine. Weichai’'s HDT engine sales volume was 429k units in 2021, 52w High/Low (RMB) 21.56/12.31
with market share expanding 2.8ppt YoY to 30.7% in 2021. We forecast Total Issued Shares (mn) 1,934 (H)
Weichai to achieve 34% market share this year, driven by more sales to s OHE 4G
Sinotruk (3808 HK, HOLD). That said, this would still imply 19% YoY decline ' ’
HDT engine sales volume (to 347k units) based on our estimates. We expect Shareholding Structure
cost pressure is manageable given the strong bargaining power over suppliers. Weichai Holdings Group 16.3%
Weifang Investment Group 3.4%
HDT segment loss to continue. Weichai revealed that Shaanxi Heavy-duty ECA?IS . 2‘2122?
y . . . . . H ree tioal -share, 270
Motor’s loss continued in 2M22. We expect loss will continue in the automobile s (i i) 53.3%

segment this year given the weak HDT demand as well as the cost pressure.

Not difficult to boost agricultural machinery engine through LOVOL.
Weichai targets to boost the 60k units of engines to LOVOL this year (24k in
2021), and further to 200k units in 2025E. Given Weichai owns 39.3% interest
in LOVOL Heavy, we believe the target should not be difficult to achieve.

Need time to see contribution of hydraulic powertrain. “Hydraulic + engine”
for excavator (>20T) is an area currently controlled by foreign players. Weichai
revealed that its hydraulic powertrain can help (1) increase operating
efficiency by 10%, (2) reduce fuel consumption by 15-20%, (3) reduce noise
by 2 decibels. Weichai plans to boost sales volume to LOVOL and Shantui
(000680 HK). We believe penetration to leading excavator makers such as
SANY Heavy (600031 CH, BUY) and XCMG (000425 CH) remains the key
for Weichai’s hydraulic powertrain growth, which could take time in our view.

Earnings Summary

Source: HKEx, Company data

Share Performance

Absolute Relative
1-mth -11.3% -5.1%
3-mth -24.8% -13.1%
6-mth -21.6% -10.8%

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 197,491 203,548 184,598 196,119 205,599
YoY growth (%) 13.3 3.1 (9.3) 6.2 4.8
Net income (RMB mn) 9,207 9,255 7,936 9,191 10,283
EPS (RMB) 1.16 1.06 0.91 1.05 1.18
YoY growth (%) 11 (8.6) (14.2) 15.8 11.9
Consensus EPS (RMB) n/a n/a 1.29 1.46 1.17
P/E (x) 12.1 12.8 14.8 12.8 11.4
EV / EBITDA (x) 4.9 4.4 5.0 4.4 4.1
P/B (x) 2.2 17 1.6 14 1.3
Yield (%) 2.9 2.7 2.4 2.7 3.1
ROE (%) 19.1 15.2 10.8 11.7 12.0
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk
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Figure 1: Weichai’s 2021 results highlight

(RMB mn) 2020 2021 Change (YoY) 1H20 1H21 Change (YoY) 2H20 2H21 Change (YoY)
Revenue
Diesel engines 62,720 64,460 3% 31,263 42,313 35% 31,457 22,146 -30%
Automobiles and major components 85,907 74,258 -14% 42,660 55,262 30% 43,246 18,996 -56%
Forklift trucks & supply chain solution 65,110 78,625 21% 30,158 38,770 29% 34,952 39,855 14%
Intersegment sales -16,246 -13,795 -15% (9,587) (9,957) 4% (6,659) (3,837) -42%
Total revenue 197,491 203,548 3% 94,495 126,388 34% 102,997 77,160 -25%
Segment profit
Diesel engines 8,524 7,407 -13% 4,699 5,623 20% 3,825 1,785 -53%
Automobiles and major components 1,668 446 -73% 1,539 1,437 -7% 129 (991) n/a
Forklift trucks & supply chain solution 1,789 5,338 198% 531 2,841 435% 1,258 2,496 98%
Intersegment sales -127 -591 364% (381) (697) 83% 254 106 -58%
Total segment profit 11,854 12,601 6% 6,388 9,204 44% 5,466 3,396 -38%
Segment margin Change (ppt) Change (ppt) Change (ppt)
Diesel engines 13.6% 11.5% -2.10 15.0% 13.3% -1.74 12.2% 8.1% -4.10
Automobiles and major components 1.9% 0.6% -1.34 3.6% 2.6% -1.01 0.3% -5.2% -5.51
Forklift trucks & supply chain solution 2.7% 6.8% 4.04 1.8% 7.3% 5.57 3.6% 6.3% 2.66
Average 6.0% 6.2% 0.19 6.8% 7.3% 0.52 5.3% 4.4% -0.91
(RMB mn) 2020 2021 Change (YoY) 1H20 1H21 Change (YoY) 2H20 2H21 Change (YoY)
Revenue 197,491 203,548 3% 94,495 126,388 34% 102,997 77,160 -25%
Cost of sales (159,353) (163,947) 3% (75,990)  (102,577) 35% (83,363) (61,370) -26%
Gross profit 38,138 39,601 4% 18,505 23,811 29% 19,634 15,790 -20%
Other income 1,369 670 -51% 266 402 51% 1,103 268 -76%
Other gains and losses (15) 830 n/a 283 320 13% (298) 509 n/a
S&D expenses (10,862) (10,903) 0% (5,313) (6,313) 19% (5,550) (4,589) -17%
Administrative and R&D expenses (13,723) (14,944) 9% (5,980) 7,777) 30% (7,743) (7,166) -7%
Taxes and surcharges (831) (797) -4% (433) (514) 19% (398) (282) -29%
Impairment loss of assets (1,227) (895) -27% (558) (258) -54% (669) (638) -5%
EBIT 12,850 13,563 6% 6,772 9,671 43% 6,078 3,892 -36%
D&A 8,858 10,597 20% 4,290 5,202 21% 4,568 5,395 18%
EBITDA 21,708 24,160 11% 11,062 14,873 34% 10,645 9,287 -13%
Other expenses (142) (145) 2% (46) (52) 14% (96) (93) -3%
Net finance cost (279) 450 n/a (166) 196 n/a (113) 255 n/a
Finance income and others 1,278 1,724 35% 422 727 2% 856 998 17%
Finance expenses (1,557) (1,274) -18% (588) (531) -10% (969) (743) -23%
Share of profit of JV and associates 253 187 -26% 145 158 9% 108 29 -73%
Pretax profit 12,682 14,055 11% 6,705 9,972 49% 5,977 4,083 -32%
Income tax (1,407) (2,493) 7% (1,003) 1,717) 71% (404) (776) 92%
After tax profit 11,275 11,562 3% 5,702 8,255 45% 5,573 3,307 -41%
Ml (2,068) (2,307) 12% (1,022) (1,823) 78% (1,046) (484) -54%
Net profit 9,207 9,255 1% 4,680 6,432 37% 4,527 2,823 -38%
Key ratios Change (ppt) Change (ppt) Change (ppt)
Gross margin 19.3% 19.5% 0.1 19.6% 18.8% -0.7 19.1% 20.5% 14
S&D expenses ratio 5.5% 5.4% -0.1 5.6% 5.0% -0.6 5.4% 5.9% 0.6
Administrative and R&D expenses ratio 6.9% 7.3% 0.4 6.3% 6.2% -0.2 7.5% 9.3% 1.8
Effective tax rate 11.1% 17.7% 6.6 15.0% 17.2% 2.3 6.8% 19.0% 12.2
Source: Company data, CMBIGM
Figure 2: Weichai’s quarterly results
(RMB mn) 1Q20 1Q21 Chg (YoY) 2Q20 2Q21 Chg (YoY) 3Q20 3Q21 Chg (YoY) 4Q20 4Q21 Chg (YoY)
Revenue 38,999 65,471 68% 55,495 60,917 10% 52,889 40,041 -24% 50,107 37,119 -26%
Cost of sales (30,247)  (52,929) 75% (45,743)  (49,648) 9% (42,667) (31,888) -25% (40,696)  (29,482) -28%
Gross profit 8,752 12,542 43% 9,752 11,269 16% 10,222 8,153 -20% 9,412 7,637 -19%
Other income 97 159 64% 169 243 44% 250 133 -47% 853 136 -84%
Other gains and losses 164 214 31% 120 106 -11% (163) 170 n/a (135) 339 n/a
S&D expenses (2,718)  (3,408) 25% (2,595)  (2,905) 12% (2,845)  (2,630) 8% (2,705)  (1,959) -28%
Administrative and R&D expenses (2,840)  (3,955) 39% (3,139) (3,822 22% (3,401)  (3,368) -1% (4,342)  (3,798) -13%
Taxes and surcharges (165) (270) 63% (267) (245) 8% (169) (78) -54% (229) (204) -11%
Impairment loss of assets (237) (237) 0% (320) (21) -93% (120) (152) 27% (550) (486) -12%
EBIT 3,052 5,046 65% 3,720 4,624 24% 3,775 2,228 -41% 2,303 1,664 -28%
Other expenses (40) (28) -29% ©) (24) 287% (35) (12) -66% (61) (81) 33%
Net finance cost 14 98 582% (181) 97 n/a (70) 194 n/a (43) 61 n/a
Share of profit of JV and associates 22 63 192% 123 95 -22% 28 43 56% 81 (15) n/a
Pretax profit 3,049 5,179 70% 3,656 4,793 31% 3,697 2,453 -34% 2,280 1,629 -29%
Income tax (457) (812) 78% (546) (905) 66% (698) (517) -26% 294 (258) n/a
After tax profit 2,592 4,367 69% 3,110 3,888 25% 3,000 1,936 -35% 2,573 1,371 -47%
MI (527)  (1,024) 94% (494) (800) 62% (574) (467) -19% 472) 7 -96%
Net profit 2,064 3,344 62% 2,616 3,088 18% 2,426 1,469 -39% 2,101 1,354 -36%
Key ratios Chg (ppt) Chg (ppt) Chg (ppt) Chg (ppt)
Gross margin 22.4% 19.2% -3.3 17.6% 18.5% 0.9 19.3% 20.4% 1.0 18.8% 20.6% 1.8
S&D expense ratio 7.0% 5.2% -1.8 4.7% 4.8% 0.1 5.4% 6.6% 1.2 5.4% 5.3% -0.1
Administrative and R&D expense ratio 7.3% 6.0% -1.2 5.7% 6.3% 0.6 6.4% 8.4% 2.0 8.7% 10.2% 1.6
Effective tax rate 15.0% 15.7% 0.7 14.9% 18.9% 4.0 18.9% 21.1% 2.2 -12.9% 15.9% 28.7

Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 3: China multi-cylinder engine market share

Figure 4: Weichai’s multi-cylinder engine monthly

sales volume
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Figure 5: China monthly HDT sales volume

Source: CICEIA, CMBIGM

Figure 6: CMBI HDT sales projection
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Figure 7: KION’s latest guidance for 2022E

000' units

1,800 ook
0,
1,600 59% ’ 53%

1,400
1,200
1,000 49
800
600
400
200

New demand

Replacement demand

80%

60%

40%

o395 20%
L 0%

-20%

-40%

——Growth (YoY) - RHS

Source: Wind, CMBIGM estimates

Figure 8: KION’s quarterly financials

2020 2021 2022E guidance KION 1Q21 2Q21 3Q21 4Q21

(EUR mn) Low-end High-end (EUR mn)
Order intake 9,443 12,482 11,600 12,800 Order intake 2,626 3,255 3,107 3,493
Growth (YoY) 4% 32% 7% 3% Growth (YoY) 26% 40% 34% 28%
Revenue 8,342 10,294 11,000 12,000 Revenue 2,375 2,593 2,566 2,761
Growth (YoY) 5% 23% % 17% Growth (YoY) 17% 36% 24% 18%
Adjusted EBIT 547 842 1,010 1,150 Adjusted EBIT 215 247 229 151
Growth (YoY) -36% 54% 20% 37% Growth (YoY) 49% 305% 44% -17%
Adjusted EBIT margin 6.6% 8.2% 9.2% 9.6% Adjusted EBIT margin 9.1% 9.5% 8.9% 5.5%
Net income 211 568 - - Netincome 137 154 140 137
Growth (YoY) -53% 169% - - Growth (YoY) 101% n/a 71% 76%

Source: Company data, CMBIGM

Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 9: Change in key assumptions for Weichai

Change in key assumptions 2022E 2023E
Sales volume (unit) Old New Change Old New Change
Engine total 937,809 942,824 0.5%| 1,002,397 1,009,983 0.8%
HDT (Shaanxi Heawy-duty Motor) 119,460 112,500 -5.8% 125,433 118,125 -5.8%
Gear box (Shaanxi Fast Gear Company) 1,158,129 1,072,290 -7.4%| 1,181,292 1,093,736 -7.4%
(RMB mn)
Revenue
Diesel engines 56,269 56,569 0.5% 61,146 61,609 0.8%
Automobiles and major components 76,655 63,979 -16.5% 78,403 66,652 -15.0%
Forklift trucks & supply chain solution 76,940 79,018 2.7% 81,557 83,759 2.7%
Intersegment sales (15,740) (14,967) -4.9% (16,583) (15,902) -4.1%
Total revenue 194,124 184,598 -4.9% 204,523 196,119 -4.1%
Segment profit
Diesel engines 6,640 5,940 -10.5% 7,338 6,777 -7.6%
Automobiles and major components 690 (320) n/a| 941 333 -64.6%
Forklift trucks & supply chain solution 5,232 5,373 2.7% 5,546 5,696 2.7%
Intersegment sales (157) (150) -4.9% (166) (159) -4.1%
Total segment profit 12,404 10,843 -12.6% 13,658 12,647 -7.4%
Segment margin Change (ppt) Change (ppt)
Diesel engines 11.8% 10.5% -1.3 12.0% 11.0% -1.0
Automobiles and major components 0.9% -0.5% -1.4 1.2% 0.5% -0.7
Forklift trucks & supply chain solution 6.8% 6.8% 0.0 6.8% 6.8% 0.0
Average 6.4% 5.9% -0.5 6.7% 6.4% -0.2
Net profit 8,329 7,936 -4.7% 9,301 9,191 -1.2%

Source: Company data, CMBIGM estimates

Figure 10: SOTP valuation
SOTP valuation

Weichai core business

KION Group

Ballard Power Systems

Ceres Power

Share of JV/associates

Minority interest in core business
Total NAV

NAV per share (RMB)

NAV per share (HK$)

Valuation methodology Target

EV/EBITDA

EBITDA

multiple

Proportionate market value
Proportionate market value
Proportionate market value

P/B

2022E
(RMB mn)

Estimated EV

(RMB mn)
37,350

Net cash /
(Net debt)

47,195

Equity value

(RMB mn)
84,545
24,774

4,380
2,388
3,518
(4,435)
115,171
13.2
16.1

Note 1: Weichai owns 45.2% interest in KION, 20% interest in Ballard Power and 20% interest in Ceres Power.
Note 2: Share of JV / associates exclude Ballard Power and Ceres Power
Source: Company data, CMBIGM estimates

Figure 11: Weichai Power-H P/E band

Figure 12: Weichai Power-H P/B band
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 13: Wechai Power-A P/E band

Figure 14: Weichai Power-A P/B band
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Figure 15: Wechai Power EV/EBITDA band

Source: Bloomberg, Company data, CMBIGM estimates

Figure 16: Weichai Power H discount to A
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Source: Bloomberg, CMBIGM

B Risk factors: (1) Weaker-than-expected recovery engine demand; (2) further increase
in component cost; (3) new business growth below expectations.

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

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E
Revenue 197,491 203,548 184,598 196,119 205599 pretax profit 12,682 14,055 12,484 14,458 16,176
Cost of sales (159,353) (163,947) (148,786) (158,072) (165,507) Finance cost 1,557 1,274 1,212 1,230 1,246
Gross profit 38,138 39,601 35812 38,047 40,092 Interestincome (1,278) (1,724) (1,775) (1,977) (2,325)
Operating expenses (25,289) (26,038) (23,885) (24,340) (24,991) Share of profit or loss of associates (253) (187) (216) (240) (244)
EBIT 12,850 13,563 11,927 13,707 15,100 Depreciation 6,699 8,473 7,239 8,009 8,609
Other expenses (142) (145) (222) (235) (247) Amortization of intangible assets 2,087 2,065 2,042 2,150 2,257
Net finance cost (279) 450 563 747 1,079 Income tax paid (1,407) (2,493) (2,310) (2,675) (2,993)
Finance income and others 1,278 1,724 1,775 1,977 2,325 Change in working capital 1,114 (8,767) (1,576) 2,148 2,677
Finance expenses (1,557) (1,274) (1,212) (1,230) (1,246) Others 1,727 1,963 1,837 2,039 2,387
profit of JV & associates 253 187 216 240 244 Cash flow from operation 22,928 14,658 18,937 25,142 27,790
Pretax profit 12,682 14,055 12,484 14,458 16,176 Netcapex on PP&E (5,992) (3,610) (10,700) (8,700) (6,700)
Income tax (1,407) (2,493) (2,310) (2,675) (2,993) Investmentin JV/associates (537) (3,082) 0 0 0
After tax profit 11,275 11,562 10,175 11,784 13,184 Investment in subsidiaries (938) (496) 0 0 0
MI (2,068) (2,307) (2,238) (2,592) (2,900) Dividend received 145 143 123 137 139
Net profit 9,207 9,255 7,936 9,191 10,283 Others (2,095) 1,636 0 0 0
Cash flow from investing (9,417) (5,409) (10,577) (8,563) (6,561)
D&A 8,858 10,597 9,343 10,220 10,927 Proceeds from equity financing 0 14,050 0 0 0
EBITDA 21,708 24,160 21,270 23,927 26,028 Net bank borrowings 1,052 (5,913) 300 800 100
Dividend paid (3,459) (4,837) (3,229) (2,778) (3,217)
Interest paid 0 0 (1,212) (1,230) (1,246)
Others (579) (176) 0 0 0
Cash flow from financing (2,986) 3,123 (4,141) (3,208) (4,363)
Change in cash 10,525 12,372 4,220 13,371 16,867
Cash at beginning of the year 48,818 62,216 75,043 79,263 92,634
Exchange gains/(losses) and others 2,873 455 0 0 0
Cash at the end of the year 62,216 75,043 79,263 92,634 109,501
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 118,235 116,406 117,918 116,563 112,502 Sales mix (%)
PP&E 31,720 33,188 34,949 33,940 30,332 Diesel engines 31.8 31.7 30.6 314 325
Investment in JV/associates 4,944 6,713 6,806 6,909 7,014 Automobiles and major components 435 36.5 34.7 34.0 32.4
Goodwill 24,666 22,847 22,847 22,847 22,847 Forkiift trucks & supply chain solution 33.0 38.6 42.8 42.7 43.2
Long term receivables 9,623 9,522 9,522 9,522 9,522 Intersegment sales (8.2) (6.8) (8.1) (8.1) (8.1)
Intangible assets 23,826 20,908 20,566 20,116 19,560 Total 100.0 100.0 100.0 100.0 100.0
Others 23,457 23,228 23,228 23,228 23,228 Profit & loss ratio (%)
Current assets 152,515 160,638 164,630 182,367 193,789 Gross margin 19.3 19.5 19.4 19.4 19.5
Prepayments 1,095 1,570 1,508 1,446 1,384 EBIT margin 6.5 6.7 6.5 7.0 7.3
Inventories 31,226 31,585 30,375 34,586 29,803 After tax profit margin 5.7 5.7 55 6.0 6.4
Trade receivables 15,422 18,191 19,235 19,452 18,852 Growth (%)
Notes receivables 28,780 16,562 16,562 16,562 16,562 Revenue 13.3 31 9.3) 6.2 4.8
Others 13,775 17,688 17,688 17,688 17,688 Gross profit 0.3 3.8 (9.6) 6.2 5.4
Cash 62,216 75,043 79,263 92,634 109,501 EBIT (10.9) 55 (12.1) 14.9 10.2
Net profit 1.1 0.5 (14.2) 15.8 11.9
Current liabilities 123,713 115,382 114,440 121,816 119,210 Balance sheet ratio
Trade and bills payables 45450 39,596 37,854 44,430 41,724 Current ratio (x) 1.2 1.4 1.4 15 1.6
Notes payable 22,970 27,797 27,797 27,797 27,797 Receivable turnover days 27 30 37 36 34
Bank borrowings 17,006 12,982 13,782 14,582 14,682 Inventory turnover days 64 70 76 75 71
Others 38,287 35,006 35,006 35006 35,006 Payable turnover days 94 95 95 95 95
Non-current liabilities 66,604 58,700 58,200 58,200 58,200 Net debt/ total equity (%) Net cash Netcash Netcash Netcash Netcash
Bank borrowings 20,729 18,839 18,339 18,339 18,339 Profitability (%)
Long term payables 21,205 18,427 18,427 18,427 18,427 ROA 4.4 4.2 3.6 4.1 4.4
Others 24,670 21,435 21,435 21,435 21,435 ROE 19.1 15.2 10.8 11.7 12.0
Equity 80,433 102,962 109,908 118,914 128,880 Per share data
Shareholders' equity 51,202 70,907 75,614 82,028 89,094 EPS (RMB) 1.16 1.06 0.91 1.05 1.18
MI 29,231 32,055 34,293 36,886 39,786 BVPS (RMB) 6.45 8.13 8.66 9.40 10.21
DPS (RMB) 0.41 0.37 0.32 0.37 0.41

Source: Company data, CMBIGM estimates
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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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