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Sectors:

Air, Automobiles (ZhangJing)
Healthcare, TMT (Eurus Zhou)
Education, TMT, Finance (Terry Li)
Retail, Property (Tracy Ku)

Automobile & Air (ZhangJing)

This month | released 3 updated reports of Huayto AUCH), Jonjee HiFect
(600872 CH), Dongfeng Group (489 HK) and Geely (HFK3, which got succe
by their unique Competitive edgéeely reported a 53.6% growth in its H1
profit year on year, 50% above its uégguidance. Automobile sales increase
44% year on year, and revenue increased by 36 ¥ oregear to RMB53.
billion. The scale benefit brought by the expansibithe sales volume increa:
the gross margin to 20.2% from 19.2% in the sameg@ef last year, and the r
profit margin rose to 12.5% from 11.1% in the sgregod of last year, while tl
proportion of sales expenses in revenue decre@sdd% from 4.4 % in tt
same period of last year. Geely's sales growthimaeeptember was nawei
than previous, but the proportion of new vehiclathvinigher prices increas
significantly. With the forecast that competitionthe industry will intensify, w
believe the sales growth of Geely will continueskaw down in the fourth quar
of 2018. But as the sales of new models ramp up angrthgortion of old mode
continues to decrease, the marketing of the compudlhybe restructured ar
move towards the higher end, partly offsetting tiegative impact of the pri
pressure, and maintaig a steady growth in its gross margin and ASPth&
new products and capacity release progress steautil{the company's medium-
and long-term growth is promising. So we maintamrating of Buy.

Healthcare & TMT (Eurus Zhou)

| published four eqty reports this month including Kingsoft (3888HKympca
Pharma (600566CH), Anta Sports (2020HK), and Shaingharma (2607HK).
tend to highly recommend Kingsoft and Shanghai ibhafSHP). Kingsoft is
leading Internet company in China. In FY13-FYliig company achiev
revenue CAGR of 40%. Looking forward, it will focas three major busine
segments: games, cloud computing and office softwdre highlight that tf
company has a respectethnded game studio with classic IPs continuir
contribte. It is a pioneer in game cloud and video clfiettls, to expand !
more vertical fields. Its office software businegsich leads the domestic mar
may release potential value after IPO on Shen&xehange. For SHP, as uf
the end of third quaet, the company reported revenue of RMB117.602prhy
18.75% yoy. The net profit attributable to shardeot was RMB3.37bn, risi
by 25.41% yoy. Its core business continued to gapidly, given manufacturir
and retail income grew at a high speed] distribution segment delivered ste
growth. Thus we maintain BUY rating.
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Education, TMT, Finance (Terry Li)

| released two reports on SUNeVision (1686.HK) a@tinasoft Internation
(354.HK). We highly recommend Chinasoft InternasibnThe interim result ¢
Chinasoft was satisfactory, where the revenue ssh&MB$4.81 billion, up 16.1
YoY, and the net profit was RMB$356 million, up 4886Y. We believe the softwa
market will remain strong, thanks to the SaaS ntaske industry digitaliation. Ir
addition, the government has launched the "InteRies" policies, encouraging 1
technology integrating into traditional industryy order to enhance its efficien
Under these circumstances, as one of the leadifizwase companies in Cha
Chinasoft will definitely benefit from it. Beside€hinasoft has been focusing or
industry solution business, where we believe @tk to build up competitive edge:
this business, because it is located at the highbsition in the value din; it alst
requires companies with rich project experiencediley to large entry barri
Chinasoft had rich experience in Finance, Teleconioation, Internet and Pub
affairs, and its clients are large enterprisesh satcHuawei, HSBC, China Mobikn:
so on. Chinasoft has launched the crowdsourciatigoin “Jointforce” to outsour:
the small and mediursized projects of the company. This not only h&pgasoft t
release resources and concentrate on large custongralso does not havedive ug
small and mediunsized customers, and earn stable income from ieréfbre, th
launch of Jointforce has helped Chinasoft optintzéusiness model.

Retail, Property (Tracy Ku)

This month | released the first coverage reportWdint Want Chinél78) an
H&H(1112). The former belongs to food industry ghd later belongs to healthc
and dairy industry. Among the two, | recommend H&slinterim income as of tl
end of June this year increased by 28.8% y.o.yWi@®R.573 billion, and the adjust
EBITDA increased by 16.2% to RMB 1.249 billion. Alse topline growth in 1}
exceeded expectations, the management team had thes ANC(adult nutrition a
care) and BNC(baby nutrition and care) businessma® growth guidelines. ANE”
revenue growt guideline has been increased from 20% to over, 20 EBITDA ha
remained at around 30%, milk powder in the BNC hess has been increased f
15 to 20% to slightly above 20%, and the probiohes been increased from 2(
30% to about 30%, which lewer than the actual growth of 64% in 1H, maidiye tc
the oneeff capture of the shortage of goods at the enldsifyear, as well as the b
factor. BNC's EBITDA is expected to remain arouddw

The management team said that recent operatiotehdss in line with expectatiol
and has not yet seen the impact of the trade warelee@ China and USA on Chisa’
retailing market. We believe that the ooié-factors of restocking by distributc
during the launch of new registered infant formualad he backorders placed in
fourth quarter of 2017, will not occur in 2H. Wesaltake into account of the la
base effect, and expect that the revenue growBN& business will slow down frc
1H. However, the growth trend of ANC business igpemted ¢ continue,
considering the company will launch a number of nBiUs. The managems
revealed that around 8 to 9 new SKUs will be laggcm 2H of the year, includil
oralintake hyaluronic acid and collagen jelly which Iwlle launched during t
upcoming Nov. 11.

The price increase of ANC business in 1H is exgktiehelp GPM to expand y.o.
while OPM will decline, as this year was positioredinvestment year. The comp
will continue to increase spending on marketingvéis, including onlne and offlin:
platforms for its new infant formula. It will alsmprove the high debt situation cau
by the acquisition of Swiss, financial expensesexygected to fall year by year, wh
will help to improve the net profit margin.

Page | 2



Review report
1 November 2018

Fig 1. Performance of Recommended Stocks
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Return
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Recommendation

Ticker Company Analyst Rating Date

10/10/2018 600741 CHuayu ZJ Buy 21.17
Jonjee Hi-

10/22/2018 600872 CHech ZJ Accumulate 28.02

10/26/2018 175 HK  Geely ZJ) Buy 14.6

10/8/2018  3888HK  Kingsoft EZ BUY 14.46

10/16/2018 600566CHumpcan EZ Accumulate 36.75

10/24/2018 2020HK Anta EZ BUY 31.3

10/29/2018 2607HK  SHP EZ BUY 16.46

10/5/2018 1686.HK SUNeVision TE Accumulate 5.21
Chinasoft

10/22/2018 354.HK International TE Buy 4.1¢

10/11/2018 151HK Want Want TK Buy 5.54

10/25/2018 1112HK H&H TK Buy 39.95
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A stock is calculated by RMB yuan.
Source: Company, Phillip Securities Research
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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.
© 2018 Phillip Securities (Hong Kong) Limited
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SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel : (65) 6533 6001
Fax : (65) 6535 6631
Website: www.poems.com.sg

HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
11/F United Centre 95 Queensway
Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B,

JI Jend Sudirman Kav 33A
Jakarta 10220 — Indonesia
Tel (62-21) 57900800
Fax (62-21) 57900809
Website: www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel (66-2) 6351700 / 22680999
Fax (66-2) 22680921
Website www.phillip.co.th

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4N 6AS

Tel (44-20) 7426 5950

Fax (44-20) 7626 1757

Website: www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
Level 12, 15 William Street,
Melbourne, Victoria 3000, Australia
Tel (613) 96188238
Fax (613) 92002272
Website: www.phillipcapital.com.au

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue I,
Number 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel (603) 21628841
Fax (603) 21665099
Website: www.poems.com.my

JAPAN
PhillipCapital Japan K.K.
Nagata-cho Bldg.,
8F, 2-4-3 Nagata-cho,
Chiyoda-ku, Tokyo 100-0014
Tel (81-3) 35953631
Fax (81-3) 35953630
Website:www.phillip.co.jp

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd
No 436 Heng Feng Road,
Green Tech Tower Unit 604,
Postal code 200070

Tel (86-21) 51699400

Fax (86-21) 60911155
Website: www.phillip.com.cn

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel (33-1) 45633100
Fax (33-1) 45636017
Website: www.kingandshaxson.com

UNITED STATES
Phillip Futures Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1.312.356.9000
Fax +1.312.356.9005
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