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Investment in infrastructure projects rebounded in 2019;
listing in STI board could be a catalyst
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Investment Summary Buy

CMPHKD 5.12

(Closing price at 4 Jun 2019)
TARGET HKD 6.64 (+29.7%)

CRSC is a leader in the global rail transportationtrol system market, which mainly
engaged in design and integration, equipment matwfag and system implementation
of rail transportation control systems. It is thelyorail transportation control system
solution provider in the world, which is capableinflependently providing the entire

. . . " . COMPANY DATA
suite of products and services with competitive aad&ges across the whole industry

. ) : D/S SHARES (MN) : 1,969
value chain. We derived a TP of HK$6.64, and upggath a “Buy” rating due to the \arkeT CAP((HK)DMN): 10,080
recent drop in share price, with a potential upsid29.7%.(Closing price at 4 Jun 2019) 52 - WK HI/LO (HKD): 7.26 | 4.41

Remarkable growth in revenue and external contractswhile GPM dropped
SHARE HOLDING PATTERN » %

On Mar 20, The Group released its 2018 annualteshich the revenue grew by 15.7%2;?C Group 752'10‘2
to RMB 39.84 bn, whereas the net profit just roge8ko to RMB 3.8 bn. During the crsc pi 1.40
period, the GPM dropped by 2%, due to the incregpioportion of the business whichshanghai zhenhua 1.40
has a lower GPM; the NPM also reduced by 0.7% %6691n 2018, the total aggregateChina Shipping HK Holdings 1.40

amount of external contracts signed by the Group R#&IB 68.29 bn, representing an .

increase of 12.4% over the same period in 2017.t3taé amount of external contracts® et PERFORMANCE '1,\/; — iy
signed _in Railway, Urban_Transit, and Subway weMBRS.(_)S, 11.6_1 and 11.6 bn -5 906 175 -11.36
respectively. The amount in the General Constrac@ontracting Business and Othelyg 1019  -6.66 11.8
Businesses was RMB 29.85 bn.

RETURN VS. HSI

Besides, the Group also released the total aggregabunt of external contracts signec
for the first quarter. As of 31 Mar 2019, the tatggregate amount of external contract:
signed was RMB 7.48 bn, up by 16.1% YoY, in whibk amount of external contracts A,__q,;’i*df\kﬂh\
signed in Railway was RMB 3.98 bn, up by 22.5% Ydie amount in Urban Transit %W i 1,"[ LV ,W\
was RMB 1.86 bn, increased by 14.4%; the amoutiénOversea Business was RMB W %‘uﬁi‘wu 't”r" Y-
130 mn, rose sharply by 282.4% YoY; the amount he General Construction

ST E A

Contracting Business and Other Businesses was RBIBHh, down by 1.4% Source: Aastocks, Phillip Securities (HK) Research
Investment in infrastructure projects rebounded in2019 KEY FINANCIALS

RMB mn FY17 FY18 FY19F FY20F
Since the government has vigorously promoted derdging in 2018, making local Re"e““fe_ 34'43‘3‘ 39,844 46,282 53'972
governments difficult to finance, fixed assets stwaent in transportation, warehousin :; P':I‘\’/I: 3’2;7 3;22 3’232 3’?26
and postal services has only increased by 4.4%0k8 2nd 7.2% YoY in October- | o' 1209 1143 963 818
December. The Group also indicated that many piojeave been suspended. Howevegps rvs 573 329 355 385
as China—_US trade co_nflicts heat up, the unceyc&rinChina‘_s economic grovx(th rises. Atp/gy, x 167 138 128 118
the meeting, the Politburo of the Communist PartyChina proposed “Six stables” rog, % 145 132 138 150

(Stable employment, Stable finance, Stable fordigue, Stable foreign investment,source: company reports, Phillip Securities Est.
Stable investment, Stable expectations).

Research Analyst
Terry Li (2277 6527)
terryli@phillip.com.hk
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Among them, "Stable investment" is regarded asnasritive for investment in

fixed assets, because in the past when the econgmoveth slowed down, the
investment in fixed assets was used as a countsureedn February this year, the
National Development and Reform Commission releatbed "2018 National

Fixed Assets Investment Development Trend MonitpriReport and the 2019
Investment Situation Outlook”, indicating that sstructure investment is
expected to maintain a medium-speed growth in 204% believe that

infrastructure projects such as transportation kélirebounded in 2019 to offset
the impact from foreign trade.

Listing in Science and technology innovation boardould become a valuation
catalyst

The Group plans to issue A shares on the Scienddachnology Board and has
been accepted by the Shanghai Stock Exchange. ithg @lans to issue no more
than 2.197 billion new A shares, and the net prdsee estimated to be RMB
10.5 bn. It will be used for advanced and intehigéechnology research and
development projects (including advanced rail titanentrol systems and key
technology research, rail transit intelligent imsigd operation and maintenance).
System and technology research, smart city and stngucommunication
information system research, etc.), advanced atalligent manufacturing base
projects and supplementary liquidity. As the averagluation of the A-share
market is higher than that of the Hong Kong stockkat, we expect the Group's
valuation in STI Board to be higher than the curiéong Kong market, and could
drive up the valuation in Hong Kong market in thé&ufe.

Valuation

Based on a P/E ratio of 12.5x (the average of #s¢ forward P/E), we derived a
TP of HK$6.64, implying a P/E of 10.6x in 2020F.&to the recent drop in share
price, we upgraded to a “Buy” rating , with a pdieh upside of 29.7%.
(HKD/CNY=0.889)

Figure: Forward P/E
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Source: Bloomberg, Phillip Securities (HK) Research
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Risk

1. Growth of railway investment fails to meet exjpdions
2. Fierce competition in urban rail market leadbitiling failure
3. Profitability level fails to meet expectations
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Financials

FYE DEC FY15 FY16 FY17 FY18 FY19F FY20R
Valuation Ratios

P/E (X), adj 16.03 13.12 12.09 11.43 9.63 8.18
P/B (X) 2.12 1.85 1.67 1.38 1.28 1.18
Dividend Yield (%) 0.6% 2.2% 3.6% 4.6% 4.2% 4.9%
Per share data (RMB)

EPS, (Basic) 0.284 0.347 0.377 0.398 0.472 0.55¢
EPS, (Diluted) 0.284 0.347 0.377 0.398 0.472 0.55¢
DPS (HKD) 0.03 0.113 0.184 0.234 0.213 0.25(¢
BVPS 2.14 2.46 2.73 3.29 3.55 3.85
Growth & Margins (%)

Growth

Revenue 38.2% 22.8% 17.1% 15.7% 16.2% 16.69

Operating profit 43.4%  18.1% 14.4% 7.9% 17.2% 18.49

Net Profit 28.6% 21.7% 10.1% 8.0% 17.6% 17.79

Margins

Gross profit margin 251% 25.3% 24.4% 22.4% 22.2% 22.09

Operating profit margin 12.9% 12.4% 12.2% 11.3% 11.4% 11.69

Net Profit Margin 11.0% 10.9% 10.2% 9.5% 9.6% 9.7%
Key Ratios

ROA 6.3% 6.9% 6.3% 5.4% 5.4% 5.8%
ROE 15.0% 15.1% 14.5% 13.2% 13.8% 15.09

Income statement (RMB mn)

Revenue 23,95 29,40: 34,43« 39,84« 46,28: 53,972
EBIT 2,42: 3,39¢ 3,92 4,211 4,952 5,884
Operating profit 3,10( 3,66( 4,18¢ 4,51¢ 5,29 6,264
EBT 3,145 3,81¢ 4,28¢ 4,59¢ 5,38( 6,334
Net Profit 2623 3,191 3,51 3,79¢ 4,46¢ 5,25¢
Minority Interest 127 142 203 294 31: 364
Net profit for owners 2,49¢ 3,04¢ 3,31( 3,501 4,15 4,89(

Source: Company, Phillip Securities (HK) Research
Exchange rate (0.889) is HKDCNY1Y forward contrpdte on June 4 from Wind.
(Financial figures as at 4 June 2019)
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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 +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ * 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pge
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely omltioe quantitative return bands. We consider tizde factors like (but not limited to) a stock’s
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absenstok price catalysts, and speculative undertones
surrounding the stock, before making our final reowendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securit{e®ong Kong) Ltd (“Phillip Securities”). By receivinor reading this publication, you agree to be lobloy the terms and
limitations set out below.

This publication shall not be reproduced in whoteiro part, distributed or published by you for apyrpose. Phillip Securities shall not be liable &y direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haeib obtained from public sources which Phillip Sit@s has no reason to believe are unreliable aandanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are ssgjmes of belief only.
Phillip Securities has not verified this informatiand no representation or warranty, express oliechgs made that such information or Resear@dt@irate, complete or
verified or should be relied upon as such. Any siaébrmation or Research contained in this pubiarais subject to change, and Phillip Securitieallshot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatgs or releases in connection therewith. In remewill Phillip
Securities be liable for any special, indirectjdiental or consequential damages which may be ieddrom the use of the information or Researchevmdilable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialzex®f the date indicated and are subject to chahgay time without
prior notice.

This material is intended for general circulatianlyoand does not take into account the specifiestment objectives, financial situation or paricuheeds of any
particular person. The products mentioned in thégemial may not be suitable for all investors angkeson receiving or reading this material shoeleksadvice from a
financial adviser regarding the suitability of sumfoducts, taking into account the specific investimobjectives, financial situation or particulaeds of that person,
before making a commitment to invest in any of spidducts.

This publication should not be relied upon as attiitive without further being subject to the reeit’s own independent verification and exercisgidgment. The fact
that this publication has been made available @atess neither a recommendation to enter into &iquéar transaction nor a representation that aogyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efittoducts which may be described in this publiceiinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuah sisks are

understood and an independent determination hasrbade that such transactions would be appropdate discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosuaé risks or a complete discussion of suchgisk

Nothing in this report shall be construed to beoffer or solicitation for the purchase or sale afezurity. Any decision to purchase securities maet in this research
should take into account existing public informatiscluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepaitimns report nor his associate has any finannigrést in or serves as an officer of the listegha@tion covered in this
report.

Firm's Disclosure: Phillip Securities does not hawg investment banking relationship with the listerporation covered in this report nor any finahimterest of 1% or
more of the market capitalization in the listedpzoation. In addition, no executive staff of Pipilbecurities serves as an officer of the listepp@ation.

Availability

The information, tools and material presented neaee not directed, intended for distribution tause by, any person or entity in any jurisdictiarcountry where such
distribution, publication, availability or use walbe contrary to the applicable law or regulatiorvbich would subject Phillip Securities to anyistgation or licensing or
other requirement, or penalty for contraventioswdéh requirements within such jurisdiction.

Information contained herein is based on sourcasRhillip Securities (Hong Kong) Limited (“PSHKbBlieved to be accurate. PSHK does not bear replitgsor any
loss occasioned by reliance placed upon the cantesreof. PSHK (or its affiliates or employees)yrhave positions in relevant investment products. details of

different product’s risks, please visit the Riskdosures Statement on http://www.phillip.com.hk.
© 2019 Phillip Securities (Hong Kong) Limited
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