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Interim Net Profit Soared by 161%

CAR announced the interim results as of June 30, 2016. Its net profit amounted to RMB
1.062 billion (same below), representing a YoY soar of 160.73%. EPS was RMB 0.444, as
compared with RMB 0.172 in 2015H. No interim dividends. During the reporting period,
turnover stood at RMB 2.969 billion, increasing by 28.67% year on year. Gross profit was
RMB 1.103 billion, up 13.27% over the previous year, while the gross profit margin dropped
from 49.1% to 45%, which mainly results from the increase in depreciation and increase in
the costs of the new business of B2C second-hand vehicles.

Significant reasons for soar in profit are as follows: The fair value gains derived from the
equities in UCAR Technology (China) Limited stood at RMB 827 million, and the unrealized
foreign exchange losses of some dollar-denominated liabilities amounted to RMB 116
million. If such impact is excluded, the actual net profit increased by around 12% as
compared with the same period last year.

Growth in the Fleet Size Continued to Decrease

In the early stage, the Company has decided to make adjustment in its development
strategies, slow down the pace of expansion and change from extensive growth to giving
priority to efficiency. As of the end of June, the Company’s total fleet size reached 99,727
units, rising by 17.7% over last year, and growing by 9.4% as compared with the end of 2015.
The fleet size stood at 87,585 units, increasing by 8.6% over the previous year but only by
5.3% as compared with the end of 2015. The Company’s capital expenditure in H1 2016
amounted to RMB 1.26 billion, representing a YoY plunge of 70% but a MoM increase of
19.5%. In the second quarter, the Company sped up the phase-out of old models and the
upgrade of new models in order to enhance the customer experience, while actively
promoting free car delivery services to consolidate its competitive edge.

Cooperated with UCAR Inc. to Boost the Fleet's Operational Efficiency

The Company's short-term rental income surged by 16% over 2015 to RMB 1.7 billion, which
is basically consistent with the increase of the total fleet. Besides, its long-term rental
income skyrocketed by 57% over the previous year to RMB 722 million, which is primarily
attributable to the growth in the fleet of UCAR Inc. Approximately 10,000 long-term rental
vehicles and 20,000 short-term rental vehicles of the Company were rented to UCAR Inc. By
means of cooperating with UCAR Inc., the Company optimized the management of dynamic
fleet sharing in low and high seasons, boosted the utilization efficiency of the fleet which
moderately increased by 0.2 percentage points to 64.1% and offset some negative impact of
a 2.5% drop in the average daily rent.

Free Cash Flow Turned from Outflow to Inflow

Benefiting from the decline in capital expenditure on rental vehicles and the rise in cash flow
from operation, the Company's free cash flow improved from last year's outflow of RMB
3.76 billion to this year's inflow of RMB 784 million.

Formal Promulgation of New Ride-hailing Policy Contributed to Indirect Benefits

At the end of July, the government formally promulgated the new ride-hailing policy. We
believe that this policy produces more significant adverse effect on major competitors of
UCAR Inc. and will prevent the C2C platform’s exorbitant expensive, thereby lowering the
price pressure faced by UCAR Inc. and indirectly benefiting the long-term development of
the Company’s future business.

PhillipCapital

23 September 2016

Accumulate (maintain)
CMP: HKD 8.28
(Closing price as at 19 Sep 2016)

TARGET: HKD 9.61 (+16%)

COMPANY DATA
0O/S SHARES (MN) : 2398
MARKET CAP (HKD MN) : 19357
52 - WK HI/LO (HKD): 15.38/7.07
SHARE HOLDING PATTERN, %
UCAR 29.2
PRICE VS. HSI

1LY
Source: Phillip Securities (HK) Research
KEY FINANCIALS
CNY mn FY14 FY15E FY16E FY17E
Net Sales 3,520 5,003 6,298 7,368
Net Profit 436 1,401 1,646 1,343
EPS, CNY 0.23 057 067 0.55
P/E, x 282 121 103 127
BVPS, CNY 279 299 359 4.20
P/BV, x 2.3 2.3 19 1.7
DPS (CNY) 0.00 0.00 0.00 0.00
Div. Yield (%) 0.0% 0.0% 0.0% 0.0%

Source: Company reports, Phillip Securities Est.
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Investment Thesis

We adjusted the earnings per share to RMB0.69/0.57 in 2016/2017. The company's
current valuation has relatively great safety margin, and we still believe that the
innovation and strong power of execution of the company will enable us to face
future challenges. We give a target price of HKD9.61, equivalent to the 12/14.7 x P/E
ratio in 2016/2017. The accumulate rating was reaffirmed. (Closing price as at 19 Sep

2016)
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Financials
FYE DEC FY12 FY13 FY14 FY15 FY16F FY17F
Valuation Ratios
P/E (X), ad]. NA NA 28.2 12.1 10.3 12.7
P/B (X) NA NA 2.3 2.3 1.9 1.7
Dividend Yield (%) NA NA 0.0% 0.0% 0.0% 0.0%
Dividend payout ratio (%) NA NA 0.0% 0.0% 0.0% 0.0%
Per share data (RMB)
EPS, reported NA -0.12 0.24 0.59 0.69 0.57
EPS, adj. NA -0.12 0.23 0.57 0.67 0.55
DPS NA NA 0.00 0.00 0.00 0.00
BVPS NA NA 2.79 2.99 3.59 4.20
Growth & Margins (%)
Growth
Revenue 96.4% 68.0% 30.3% 42.1% 25.9% 17.0%
EBIT -1354.7% -32.8% 713.1% 94.0% 16.9% 16.2%
Net Income, ad;. NA NA NA  221.3% 17.4% -18.4%
Margins
Gross margin 30.6% 23.3% 35.2% 41.8% 39.4% 38.5%
EBIT margin 9.1% 3.6% 22.6% 30.9% 28.7% 28.5%
Net Profit Margin NA NA 12.4% 28.0% 26.1% 18.2%
Key Ratios
ROE (%) -161.99% -505.00% 15.4% 22.1% 21.1% 14.5%
ROA (%) -3.00% -3.98% 5.4% 10.7% 9.6% 7.1%
Income Statement (RMB mn)
Revenue 1609 2703 3520 5003 6298 7368
- Cost of Revenue 1116 2074 -2281 -2912 -3815 -4532
Gross Profit 493 629 1239 2091 2483 2836
Other income -8 21 26 670 769 67
Selling Expense -140 -153 -93 -80 -96 -103
Admin Expense -207 -378 -350 -466 -579 -634
Interest Expense -270 -335 -309 -547 -617 -604
Operating Income 146 98 797 1546 1807 2099
EBT -132 -216 513 1669 1959 1562
- Income Tax 0 -7 =77 -267 -313 -219
Net profit -132 -223 436 1401 1646 1343
Total capital share NA 1867 2005 2372 2372 2372

Source: PSR
(Financial figures as at 19 September 2016)
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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.
© 2016 Phillip Securities (Hong Kong) Limited
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