ChinaGas (0384.HK)

Phillip Securities (Hong Kong)
Phillip Securities Research

Target price has been reached, maintain ‘accumulateating
Bloomberg | Reuters | POEMS

0384 HK | 0384.HK | 0384.HK
Industry: Oil & Gas
Annual report review

20 May 2013

Rating: Accumulate Closing price:7.99 Targeter9.17 China Gas
Rating 2.00 Accumulate
Company profile - Previous Rating 2.00  Accumulate
China Gas Holdings Limited is a natural gas sesvioperator 1arget Price (HKD) 9.17
listed on the Hong Kong Stock Exchange. It engagwipally - Previous Target Price (HKD) 8.03
in investment, operation, and management of urtzanppeline  Closing Price (HKD) 7.99
infrastructure, distribution ofnatural gas to residential ¢  Expected Capital Gains (%) 14.8%
industrial users, construction and operatiowibstations and gi  Expected Dividend Yield (%) 0.3%
stations, and development and applicatiotechnologies relat Expected Total Return (%) 15.1%
to oil and natural gas in mainland China. It hagrbeame: Raw Beta (Past 2yrs w eekly data) 0.82
China’s largest crosegional urban gas distributor and Market Cap. (HKD mn) 36,536
operator integrating the distribution of pipelinasked naturajas 52 week range (HKD) 3.52-8.99
and liquefied petroleum gas (LPG). Closing Price in 52 w eek range
Investment Overview 10.00 - 0% 50%  100% ..
For the year 2012, the Company reached an openai@mue b 9.00 1
HK$18.934 billion, representing an increase of ®.4vher 8.00 4 250
compared to HK$15.862 billion in 2011, and the peofit o0 200
significantly increased by 52.4% to HK$954 million fr 5.00 - - 150
HK$626 million in 2011; amount to a basic earnipgs share for 3'88: T N et 100
HK$0.22. 2.00 | 50
1.00 |
. . 0.00 okl iy, "“-J"""m-"*‘-rm-r-‘—%—o
The sales revenue giipeline gas business rose by 37.2¢ b e ok R R R B R R R B R oa
HK$7.662 billion, and the proportion of theofpany's tot: 222 3% 00 20 4wz 3 o2
revenue increased to 40.5%. In 2012, the Companyed sale g5 5632 28 53 &8 38
of natural gas reached 5.563 bilion m3, up 285%er the KRB RN RER & BE & 5
previous year. Gases used fiodustrial, commercial, residenti mm Volume, mn — 384 hkequity — HsI
and CNG automobile purposes respectively accouored6.6% o
11.5%, 12.7% and 9.2% of the Company’s sales. Key Financial Summary ,
FYE 2011 2012 2013F  2014F
The Company’s LPG business in 2012 recordedséiiies reveni ~ Revenue (Hbm) 15862 18934 22974 26,783
of HK$7.993 billion, increasing by 20.1%e operating earnin ~ NetProfit, ad. (HKD mn) 626 94 1370 1659
turned from deficits to profit, growing from thesof HK$22.«  EPS. ad;. (HKD) 015 021 02 036
million in 2011 to the profit of HK$80.7 billion. ie LPGsale:  PE(X).ad; 234 17.2 316 278
fell by 9.2% to 894,000 tons. BVPS (HKD) 2.00 2.24 3.08 3.44
PIB (X) 19 17 3.0 29
The "Twelfth Five-year" plan for natural gas haswh that the  DPS (HKD) 0.02 0.04 0.03 0.06

market-oriented pricing mechanism will be formas soon ¢
possible. It is expected that the upstream ensapnvill raisehe
factory price of natural gas, while the end-usecepof natura
gaswill not experience a sharp increase in the sheriod o
time subject to the intervention of the governmétdvertheless
as residential users share a srshhre of the natural gas mar
the influences from the governmengisce fixing policy will no
be obvious, making the downstream distribution Emiges lave
somewhat pricing power. Management also expectdchtsfer
additional costs to the end users in a timely manne

lofl

Div. Yield (%) 0.6% 1.1%
Source: Bloomberg.

*All multiples & yields based on current market price
Valuation Method

Ev

Phillip Research
libin@phillip.com.cn

+0086 (0)21 6351 2937

0.3%

0.6%



ChinaGas (HK.0384)
Phillip Securities (Hong Kong) Ltd Research

20 May 2013

A strategic cooperation framework agreement has legered into between the Company
Sinopec, according which a joint venture company will be set ugeigand the LPG market ¢
operate a gas pipeline project for large cities. hWgkeve that the Company will benefit from
huge distribution network of Sinopec, by givinglfplay to which the future pfit margin an
market share of the Compang LPG business will have a big room for improvemé&ot nature
gas business, Sinopec will also help the Comparputiid its distribution network, and ensure
upstream supply.

The Company's steadily incréag performance has lived up to our expectation, igmshare pric
has also reached the target price that we havpreeitously. On the whole, we remain stror
optimistic about the Companys performance in 2013. All things considered, wiserahe
Company's six-month target price to HK$9.17 andntaén an "Accumulate” rating.
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Financial Statements and Predictions

Project (HKD million)

15, 862 18, 934 22,974 26, 783
12,951 15, 328 17,891 20, 392
2,910 3, 606 5,083 6, 391

[Transaction gain (loss) 1,633 2,242 2,996 3, 450

1,456 1, 668 1,849 2,592
781 1, 142 1, 656 2, 080
626 954 1,370 1, 659
0.16 0.22 0.31 0.38
0.16 0.22 0.31 0.38
0.14 0.20 0.28 0.35
0.15 0.21 0.29 0.36

Dividend per share 0.02 0. 04 0.03 0. 06

1, 097 1,620 2, 234 2,793
20, 400 21, 090 24, 905 28, 048
30, 899 31, 874 37, 562 41, 131
12, 302 14, 064 15, 029 15, 084
8, 257 6, 934 9, 024 10, 965
20, 559 20, 998 24, 053 26, 049
10, 340 10, 876 13,509 15, 082
2. 00 2.24 3.08 3.44
23. 42 17.19 31. 62 27.77
1.91 1.67 2.98 2.91

Source: Bloomberg, Phillip Securities
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation.

GENERAL DISCLAIMER
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2013 Phillip Securities (Hong Kong) Limited
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