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Hong Kong| INVESTNOTES REPORTSREVIEW

Sectors:

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

Automobile & Air (ZhangJing)

This month | released 3 updated reports of BYD {1PIK), GAC(425 HK)),
and Flat Glass (6865 HK), which got success byrthaique Competitive
edge.The Q3 revenue of GAC was down about 3.3%YY{0- RMB16.31
billion, net profit attributable to the parent coamy up by 6% Y-0-Y to
RMB2.95 billion, equivalent to an EPS of RMBO0.2%oin the sales volumes
of the first two months (October/November) in thé, Qales volume of GAC
Toyota improved, that of GAC Honda regained its rantum, that of GAC's
independent brands continued to recover slightigt of GAC FCA remained
weak, and the sales growth of GAC Mitsubishi Motslmved down, with their
growth rates of 10.74%/65.8%/1.8%/-45.9%/-2%, retpely, sales volume
increments of 14,723/46,074/1,558/-15,128/-462 clekj respectively. In
terms of new cars, GAC Mitsubishi Motors will hate new model Eclipse
Cross come out at the end of the year. In 2019, G#@Gda will put on the
market Acura RDX, the new model of Vezel. GAC Tayotill have Levin
PHEV, the new-generation RAV4. The Group’s indepahdrand Trumpchi
has new GS5, new GA6 and MPV GM®6, as well as tw@pd @lectric models
based on an exclusive platform. It is expected ttatCompany will maintain
steady growth in the future under the strong prodycle of the Japanese-
brand JV.

Healthcare & TMT (Eurus Zhou)

This month | released 3 equity reports, includinga@nacy (2289HK), Kingsoft
(3888HK), and China TCM (570HK). We tend to higmgcommend China TCM
(570HK). The company forms an integrated TCM industhain, covering herb
planting, warehousing, logistics and technology R&Dd evolving the production
of TCM decoction pieces, CTCMG and finished TCM gbu Centralized TCM
granules business will maintain quick growth. Tleenpany is the market leader
owning nearly half of the market share. At presamfional production and
marketing license has not been opened. We belfatenthether the market is open
will be beneficial to the company. Productive capaof TCMDP is to ramp up,
paving the way for future growth. TCM decoctiongee are main raw materials of
finished drugs and CTCMG. It occupies 22% of madaes of TCM industry. In
future, we expect that the industry will mainta@atively rapid growth, given the
rising popularization of TCM healthcare, acceledadging, rising public awareness.
Finished drugs will develop steadily. The productand sale of finished drugs are
the traditional business of the company, holdingranthan 500 pharmaceutical
production approvals and over 60 exclusive druggrdactively develops OTC
channel and we expect steady development of thinaet.
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TMT & Education (Terry Li)

| released two reports on China Maple Leaf Eduoat{@317.HK) and
SUNeVision (1686.HK). We highly recommend SUNeWisi On December
12, the Group announced that it has successfutiyiead a data center site in
Tseung Kwan O for HK$5.46 billion. The land areafproximately 295,407
square feet. The upper and lower limits of the Itggoss floor area are
1,212,457 and 727,474 square feet respectivelyyingpat HK 4,503 per sq. ft.
Although the acquisition price is higher than tharket expectation, we tend to
believe that this expensive acquisition is a striatenove of the Group. It is
because On 10 Sep 2018, the group applied forieighideview, accusing Hong
Kong Science & Technology Parks Corporation (HKS@Pallowing its

tenants subletting to a third party in the indastastates, and asking for the
enforcement of the lease terms. Currently, thegenane data center operators
in the industrial estate, including: China MobilBlTT Communications,
HKCOLO and Digital Realty Trust. If the loopholedbsed due to the success
in judicial review, the operators in TKO industredtate may be either slapped
with penalties or forced to cease the lease agneeribis means that if the
government stops looking for land supply in Tsemgan O and Tseung Kwan
O industrial estate cease the lease with data rcep&rators, the Group will
monopolize the data center supply in Tseung Kwan@®become the only data
center in the region that can sublet. Howeveis kielieved that the debt ratio
will rise substantially, but we think it is stilceeptable as the business nature of
data center is relatively stable.

Retail, Property (Tracy Ku)

This month | released the first coverage repotMaint Want China(151) and
Hengan(1044). Hengan has recently been attacketdnselling organization,
alleging the fabrication of the profitability of migary napkins business, bank
deposits and interest income, and the non-dis@osficonnected deals from
real estate project. Although the allegations Haefen clarified by Hengan one
by one, we expect that the negative impacts onaverall image of the
company will be difficult to be digested by the ketrin the short term and the
stock price will be under pressure,which providesdjopportunity to buy in.

In the first half of this year, the sanitary napkimsiness accounted for 31.8% of
total revenue. According to the information givep the management, the
sanitary napkins increased by less than 5% in kil tquarter, but still
maintained a market share of 27% and maintainedetiiing position in the
industry. The recovery trend in the fourth quarteas been accelerated.
Considering the low base factor last year, we expleat this year end's
performance will be better. The management alsataiais the guidance of
overall sales revenue for the next three to fivargaevith double-digit growth
and same as its tissue business. Among them, tiieryanapkin business is
expected to be difficult to achieve double-digibwth as the market is already
saturated, so it will be repositioned as premiumsg@eal hygiene business.
Hengan originally planned to launch new producegaties such as cosmetics,
cotton pads and facial care masks this year. Age@|R&D and registrations
still need time, it is expected to be launchedamsas next year. We expect it
will become a new growth driver of revenue.
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Fig 1. Performance of Recommended Stocks

PhillipCapital
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P— Analyst Rating Price on Talrget Expected Last Monl_:h Month Closing Price 1M Price
Recommendation Date  Price Return  Closing Price  Return 2M ago Chg
7/12/201¢ 1211 Hk BYD ZJ Accumulatt 57.3¢ 63 9.85% 49.7% -13.25% 58.65 -15.17%
21/12/201: 2238 Hk GAC Z] Buy 7.5€ 9.t 25.66% 7.8 3.17% 8.14 -4.18%
28/12/201: 6865 Hk FLAT GLASS Z] NA 2.0¢€ NA NA 2.0€ 0.00% 1.9& 4.04%
10/12/2018 2289HK Charmacy EZ N/A 7.09 N/A N/A 8.1 N/A 7.98 1.50%
20/12/2018 3888HK Kingsoft EZ BUY 12.32 18.8 52.60% 11.28 -8.44% 13.08 -13.76%
27/12/2018 570HK China TCM EZ BUY 4.73 6.54 38.27% 456 -3.59% 5.2 -12.31%
2018/12/121317.HK China Maple Leaf Educaiton TE Neutral 3.35 3.38 0.90% 349 4.18% 3.40 2.65%
2018/12/241686.HK SUNeVision TE Buy 4.68 5.67 21.15% 460 -1.71% 4.45 3.37%
14/9/2018 151HK Want Want  TK Accumulate 5.68 6.47 13.84% 5.48 -3.52% 5.77 5.03%
28/9/2018 1044HK Hangan TK Buy 56.8 77.5 36.40% 57 0.35% 63.95 -10.87%

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.
© 2019 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 Patrticipant 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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