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Light Assets Transformation
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Investment Summary BUY (Initial)

Leading enterprise in water industry, the main bushesses grow steadily CMP HKD 4.74

The principal businesses of the Company includeraijmms in water treatment business(Closing price at 8 July 2019)
construction and technical services for the watsfirenmental renovation. The coverage off ARGET HKD 5.81 (+22.57%)
the Company's water plants has extended to 21 mresj 5 autonomous regions and 2

municipalities all across Mainland China. As att3cember 2018, the Company entered intGOMPANY DATA

service concession arrangements and entrustmes¢ragnts for a total of 937 water plants/S SHARES (MN) 9332
including 771 sewage treatment plants, 139 watsfridition plants, 25 reclaimed waterMARKET CAP (HKDMN) 47,473
treatment plants and 2 seawater desalination plamtal daily design capacity for new22-WKHVLO (HKD): 5.09/3.61
projects secured for the year was 5,756,813 tanal, daily design capacity was 36,824,633

tons. Since 2018, the CAGR of total daily desigpazaty is 37.71%. 17th Water Industry SHARE HOLDING PATTERN - %
Strategy Forum released 2018 annual water indesttgrprises selection list, the Company?E Environment 41.17
ranked No.1 among top ten influential enterprisethe water industry in 2018 with 46.7mn—n-Yangze Power int (HK) Ltd 5.00
tons/day of total water processing scale and 40@é/day of total incremental processingsgce PERFORMANCE » %

scale IM___ 3M 1y
BJENT WATER 10.75% 0.73% 12.95%
“Dual Platform” Strategy Boosts Light Assets Transbrmation HSI 2.73% -6.05% -1.24%

The company has determined the strategic direatibight assets transformation, and

gradually turned itself into a light asset entesprby building an asset management platfor/@ETYRN & HSI
and an operation management platform - “dual platfoThe company’s asset managemer —#sindexs —371hks%
platform is to co-operate with third-party instituis to establish a fund managemen
company - Beijing Enterprises Jinfu (Beijing) Intraent Shareholding Co., Ltd. to provide
financial supports for the company’s projects.dmis of operation management platform
through the establishment of “Digital Research itag”, the company built up an
intelligence water platform and a procurement aetteimprove operational management
efficiency, reduce manpower and operating costd, @hieve value growth. It's expected .« . &
that the E:ompa_my‘s "dual platform" strategy w?llndnue to promotg each other, and thesource: Phillip éecurities (Higesearch
company's ability to transform from heavy assetgytat assets will continue to strengthen.

KEY FINANCIALS

Cooperation with China Three Gorges Corporation, Pomising on “Yangtze River
Protection”

China Yangtze Power Co., Ltd., a controlling sulasiglof China Three Gorges Corporation, Revenue 21,192) 24,597) 27,229) 30,577
subscribed for a 5% stake in BEWG through a whollyred subsidiary China Yangtze Net profit for owners 3,717 4,471 5,178 6,061
Power International (HK) Co., Ltd. In January 201e Ministry of Ecology and eps nko 042 048 054  0.62

Environment and the National Development and Ref@ommission jointly issued the

"Action Plan for the Protection and Rehabilitatiohthe Yangtze River". In June 2019, the . B W M
newly established joint venture company by BEWGin@HThree Gorges Corporation and®""> ™ 237 273 300 3%
other companies was awarded the first PPP praje¢ueyang City with a total investment of */® 2.000 174 1.58  1.43
RMB 4.45 hillion. The Company believes that the f\gtze River Protection” is expected to roe 19.94% 19.33%  19.12% 19.85% 2

have a market value of more than one trillion RMB¢ with the company’s rich experience
in water treatment projects, operational advantagessufficient technology precipitation, it goce: company reports, Phillip Securities Est.
can cooperate well with China Three Gorges Corpmraip achieve a significant synergy

effect. Research Analyst
Leon Duan (2277 6515)
Initial coverage with TP of HKD 5.81 and investmentrating of “BUY” leonduan@phillip.com.hk

Based on our residual income valuation model, \iteate coverage on BJ Ent Water with a
TP of HKD 5.81, corresponding to FY19/FY20/FY21 71x/9.36x/8.04x PER with a
22.57% potential upside compared with CP of HKD44ag of July 8, 2019, and recommend
“BUY” investment rating.
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Industry Analysis

The current status of water quality in China

According to the “Environmental Quality Standardsr f Surface Water
(GB3838-2002)” issued by Ministry of EnvironmenRtlotection, the water quality in
China is divided into six grades: I, Il, Ill, IV, ¥nd inferior V, of which I-Ill is good
water quality.

Table-1: Water quality classification in China

Quality

Classification

| Water qualityis excellent, the groundwater only needs to bifdisted, the surface water is recommu
for purification treatment (such as filtration),dait can be used for drinking after disinfectionisimainl
suitable for source water and national nature veser

Il The water quality is slightly polluted. After ngentional purification treatment (such as floctiola,
sedimentation, filtration, disinfection, etc.), twater quality is available for drinking; mainlyigable for
centralized drinking water, surface water sourcst-fevel protection area, rare aquatic habitah &nd
shrimp spawning field, larvae, juvenile fish, etc.

1] Applicable to secondary protected areas of cem&rdldrinking water sources, general fish proteci
and swimming areas

Standard

\ Applicable to general industrial protection aread eecreational water areas where the human baualyt
in direct contact

\Y; Applicable to agricultural water areas and genkaradiscape requirements

Inferior V In addition to adjusting the local climate, no athenction can be used

Source: Phillip Securities (HK) Research, MinissffEnvironmental Protection”Environmental QualitaSdards for Surface Water (GB3838-2002)”

According to the "2018 China Ecological EnvironmeBtlletin” issued by the
Ministry of Environmental Protection, the water tjtyaof surface water and rivers in
China has gradually improved in 2018, but the wajaality of lake water and
groundwater is not optimistic. The current statfisvater quality is shown as follows
based on the classification:

» For surface water, the proportion of I~Ill was.3%, up 3.1% YoY; the
proportion of inferior V was 6.9%, down 1.6% YoY.

« For rivers, the proportion of Class | was 5.0%,2,8% YoY; the proportion of
Class Il was 43.0%, up 6.3% YoY; the proportiorCtdiss Il was 26.3%, down
6.6% YoY; the proportion of Class IV was 14.4%, @o®W.2% YoY. The
proportion of V is 4.5%, down 0.7% YoY; the proport of inferior V is 6.9%,
down 1.5% YoY.

< Among the 111 important lakes (reservoirs), trene 7 lakes (reservoirs) with
Class | water quality, accounting for 6.3%, up 0.%%Y; 34 of Class II,
accounting for 30.6%, up 6.5% YoY; 33 of Class Htcounting for 29.7%,
down 3.3% YoY; 19 of Class IV, accounting for 17,186wn 2.5% YoY; 9 of
both Class V and inferior V, accounting for 8.1%, 16 YoY and down 2.6%
YoY, respectively. The main pollution indicatoredotal phosphorus, chemical
oxygen demand and permanganate index.

« Among the 10,168 national groundwater quality itaring points in China,
Class | water quality monitoring points accounted £.9%, down 6.9% YoY;
Class Il accounted for 9.0%, down 14.1% YoY; Cldksaccounted for 2.9%, up
1.4% YoY; Class IV Accounted for 70.7%, an increafd&8.9% YoY; Class V
accounted for 15.5%, an increase of 0.7% YoY. TWer-standard indicators are
manganese, iron, turbidity, total hardness, tatdalved solids, iodide, chloride,
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"tri-nitrogen" (nitrite nitrogen, nitrate nitrogeand ammonia nitrogen) and

sulfate.

Fig-1: The ratio of surface water quality based onategories Fig-2: The ratio of rivers quality based o categories
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Fig-3: The ratio of lake water quality based on catgories Fig-4: The ratio of groundwater quality basedn categories
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Source: Phillip Securities (HK) Research, MinistfyfEcology and Environment

The current status of water industry in China

The growth of urbanization in China has createdyiterm demand for water and
sewage treatment business. By the end of 2016,aChad built 3,552 sewage
treatment plants in urban and rural cities, with sewage treatment capacity of about
190 million nt/day, and the growth rate was between 4%-6% imtegears. In terms
of water supply, by the end of 2016, the urban waenetration rate has reached
98.4%, and the county water penetration rate hasralached 90.5%. In recent years,
the construction of water supply facilities has ragghed saturation, and the total
urban water supply in China has remained basica#iple, maintaining a growth rate

of 1%-3%.

Figure-5: 2010-2018 the sewage treatment and watsupply capacity in China (10,000 tons/day)
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Source: Phillip Securities (HK) Research, Natiddateau of Statistics, Ministry of Housing and UrkRaral Development
According to the statistics from National BureauSaétistics, the proportion of urban
population in China was 59% in 2017, and it shoamdncreasing trend year by year.
Correspondingly, according to BMI Research, theaggtreatment demand in China

will reach 88 billion M by 2025. The sewage treatment market in Chinastrasg
demand and insufficient supply, and there are mlang-term opportunities in the
future sewage treatment business.

Figure-6: The percentage of urban population Figure-7: Sewage treatment business demands {lth m®)
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Source: Phillip Securities (HK) Research, NatidBateau of Statistics, BMI Research

According to the 2017 Global Water Price White Rapéased by GWI, water price
in China is much lower than that of other countiiegshe world. The highest water
price in China is less than one tenth of the mogersive city in the world, and

sewage treatment fees are also much lower tharottihé top ten cities with the most
expensive water prices in the world. There is stilich space for improvement in the
water price and sewage treatment fees in China.

Fig-8: Top 10 water price cities and sewage treatmefees (US$) Fig-9: Average industrial water fee i€hina (¥/ton)
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Source: Phillip Securities (HK) Research, GWI, Wind
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Policy promotion, water environment treatment marke still has huge room for
development

According to the “13th Five-Year Plan for Ecolodidanvironmental Protection”
issued by the State Council in November 2016, b302e proportion of the water
quality of centralized drinking water sources alabpove the prefecture level reaching
or exceeding Class Il will be more than 93%; tfentl of increasing pollution will be
initially curbed, the proportion of groundwater kitextremely poor quality is
controlled at around 15%; the proportion of blaokl @dorous water in urban built-up
areas is controlled within 10%, and other citig$vstto eliminate heavy black and
odorous water bodies; rivers near coastal provir(céstricts, cities) into the sea
basically eliminate the inferior V water; all coyrtbwns and key towns have sewage
collection and treatment capacities, urban and tyosewage treatment rates reach
95% and 85%, respectivelgrefectural and above cities basically realizedbeaplete
collection and treatment of sewage; improving theel of sewage recycling and
sludge disposal, vigorously promote sludge stadtilim, harmlessness and resource
treatment and disposal, and achieves harmlessneeatind disposal rate of municipal
sludge at prefecture level at 90%, the Beijing-Jirehebei region reach 95%; the
utilization rate of reclaimed water in the wateficient city reaches more than 20%,
and the Beijing-Tianjin-Hebei region reaches molgant 30%; promote the
construction of sponge city, which can reach tleaaf utilizing 70% of the rain more
than 20% of the total area, and the water-deficidtits of the prefecture level and
above all meet the national water-saving city shéadd requirements,
Beijing-Tianjin-Hebei, the Yangtze River Delta aRdarl River Delta regions should
complete one year ahead of schedule. The “13th-¥as Plan” of ecological
environmental protection water environment qualitginly includes the following
indicators:

Table-2: Indicators of water quality in “13th Five-Year Plan”

Indicators 2015 2020

The propotion of surface water quality Class I-lll (%) 66 >70
The propotion of surface water quality Class inferior V (% 9.7 <5
Water quality achievement rate of important rivers and

. 70.8 >80
lakes water function area (%)
The propotion of groundwater quality Class V (%) 15.7 ~15
The propotion of coastal water quality Class I&ll (%) 70.5 ~70

Source: Phillip Securities (HK) Research, “13theé=iear" Ecological Environmental Protection Plan

According to the “13th Five-Year Plan for Urban Wagater Treatment and
Recycling Facilities Construction” jointly prepareg the National Development and
Reform Commission and the Ministry of Housing an&h-Rural Development in
December 2016, as of 2015, the national urban sewagtment capacity has reached
217 million cubic meters/day, the urban sewagetrrent rate reached 92%, and the
county sewage treatment rate reached 85%. Durg1tBth Five-Year Plan” period,
the newly added sewage pipe network was 125,90imkiters, including 66,200
kilometers of city and 29,200 kilometers of couahd 30,500 kilometers of town; the
old sewage pipe network transformation is 27,70@nkéters, including 15,800
kilometers of city, 0.73 million kilometers of cayn0.46 million kilometers of town;
28,800 kilometers of merged pipe network, 17,00(bnkéters of city, 11,700
kilometers of county seat. The newly-added seweggrhent facilities have a scale of
50.22 million cubic meters per day, of which thiy tias a scale of 28.56 million cubic
meters per day, the county has 10.71 million cubgters per day, and the town has
10.95 million cubic meters per day. the scale &f skwage treatment facilities was
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upgraded to 42.2 million cubic meters per day,udilg 36.39 million cubic meters
per day in the city and 5.81 million cubic metees pay in the county; new sludge
(water-containing 80% wet sludge) has a harmlesgodial scale of 60,100 tons/day,
including 45,600 tons/day for the city, 9,200 talas/ for the county, and 5,300
tons/day for the town; The newly-added reclaimedtkewatilization facility has a scale
of 15.05 million cubic meters per day, of which 22 million cubic meters per day of
the city and 2.91 million cubic meters per daytaf tounty.

In terms of investment, the “13th Five-Year” urbsewage treatment and recycling
facilities construction has invested a total of @RMB 564.4 billion. Among them,
the investment in various types of facilities constion was RMB 560 billion, and the
investment in supervision capacity building was RMIB billion. In the construction
investment, the newly-built supporting sewage pipevork was invested RMB 213.4
billion, the old sewage pipe network transformatiovestment was RMB 49.4 hillion,
the rain-sewage pipe network transformation investnwas RMB 50.1 billion, and
the newly added sewage treatment facility investmveas RMB 150.6 billion. The
investment in sewage treatment facilities was RN8Rillion, and the investment in
new or modified sludge treatment and disposal ifasl was RMB 29.4 billion, and
the investment in newly added reclaimed water pctido facilities was RMB 15.8
billion. During the “13th Five-Year Plan” periochd investment in construction of
cleaning the black and odorous water body at teéepture level and above was about
170 billion yuan, which has been included in thanpled key construction task
investment.

Table-3: Indicators of “13th Five-Year” urban sewage treatment and recycling facilities construction

Indicators 2015 2020 Add

Sewage treatment rate 91.9 95 3.1
(%) Among them: the prefecture-level and
City above urban built-up areas are basically

fully collected and fully processed

85 >85
County Among them: the eastern counties
strive to reach 90
70
Town Among them: the central and western
towns strive to reach 50
Sludge harmless disposal 53 75 22
rate City Among them: prefecture-level and
above cities 90
County 24.3 Strive to reach 60 35.7
Key town Increase by 5 percentage points 5
Recycled water utilization Beijing-Tianjin-Hebei region 35 =30
Water shortage city 12.1 =20 7.9
Others 4.4 Strive to reach 15 11.6
Sewage pipe network scale (10,000 km) 29.65 42.24 12.59
Sewage treatment facility scale (10,000 m?3/day) 21744 26766 5022
Sludge harmless disposal facility scale (10,000 tons/day) 3.74 9.75 6.01
Recycled water utilization facility scale (10,000 m>/day) 2653 4158 1505

Source: Phillip Securities (HK) Research, “13theé~ear Plan” for Urban Wastewater Treatment andy8lexg Facilities Construction
The water industry is less concentrated and the m&et capacity is still expanding

According to research by the Qianzhan Industriaieech, there are more than 4,000
waterworks in China, more than 3,500 sewage tredtrptants, and many water
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companies. However, the industry concentration ugeqglow: the operating scale

market share of CR5 is 11%, and CR10 is 16.5% tlamdnarket concentration in the
water distribution is relatively low. In the sewatgeatment industry, the market share
of CR5 wastewater treatment enterprises is 19%,thedmarket share of CR10 is
27.2%. Compared with the water distribution markie¢, concentration of the sewage
treatment market is relatively high. Excessive raarfkagmentation restricts the

technological progress of the water industry ara itliensification of services. It is

expected that the industry leaders will carry oatrenmergers and acquisitions in the
future, break the technical and geographical &ins and form a competitive

landscape dominated by several major water grdupsigh the expansion.

As a weak cyclical industry, the water industrnyhighly correlated with factors such

as economic growth level, population size and udaion process. In recent years,
the regulatory requirements for industry have beaminuously strengthened, and the
fields of black-odorous water treatment, constarctof sponge cities, and township
sewage treatment have grown rapidly. Overall, ttedesof investment in the water

industry has continued to increase, and there Istilte space for development in
market capacity. According to Qianzhan Industrieb&arch, the annual growth rate of
investment in the water industry during the “TwielRive-Year Plan” period was 24%.

It is estimated that by 2023, the annual investra@mbunt of water industry in China

will exceed RMB860 billion.

Figure-10: 2010-2023 Water industry investment and growth
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Source: Phillip Securities (HK) Research, Qianzimatustrial Research

Figure-11: 2010-2018 Revenue and growth of water industry emerises
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Company Analysis
Company Profile

The company which is listed on the Main Board ok T®tock Exchange of Hong

Kong Limited (Stock Code: 0371), is a large-scateug which provides a broad range
of water services and environmental protectionisesvin China. In 2008, Beijing

Enterprises Holdings Limited (BEHL) acquired ShamghHoldings Co., Ltd. and

renamed it as Beijing Enterprises Water Group [BEWG) and positioned it as the
listing platform for Beijing Enterprises Water Bosss. The company has two main
businesses, namely the water treatment servicesarsdruction services for the water
environmental renovation. In terms of water treattmgervices, there are currently
more than 900 water plants in the world, coveriagious water plant types, with a
total contracted design capacity of 36.82 milli@mg/day. In terms of construction
services for the water environmental renovatioe, ttital signed contract of projects
was more than RMB40.4 billion.

Currently, the company has owned and operated lowgdreds of water supply plants
and sewage treatment plants in China, Malaysia Pamtligal, with daily design water
treatment capacity over thirty million tons per dayis represents the company has
successfully accomplished its nationwide stratdgiout and established a strong
presence in the oversea market. Throughout thesyda company was consistently
awarded "China Water Service Outstanding New Eniggg’, "Best Water Business
Enterprises in China", and consecutively rankedlNdop 10 influential Enterprises
in the Water Industry" in 2010-2013. The companyhis flagship of BEHL (Stock
Code: 0392) in the water service market. BEHL hesnblisted on the main board of
The Stock Exchange of Hong Kong Limited since M897A. Backed by the People’s
Government of Beijing Municipal, BEHL focuses itsre businesses on urban natural
gas distribution and infrastructure facilities. BEH diversified utility conglomerate,
spots a red-chip status in The Stock Exchange afgH¢ong Limited and is ranked
No.1 in "Top 500 Public Utilities and Facilities terprises in China".

In 2018, the revenue of the company was HKD24.@bbj with a YoY increase of
16%; net profit contributed to owners was HKD4.4lfidn, an increase of 20% YoY.
As of Dec 31, 2018, the new net processing scalheftompany was 5.44 million
tons/day, and the total design capacity was 36.8®mtons/day.

Figure-12: Key Milestones

InMar 2013, BEHL | InMarch 2014,it  InSept 2014, it successfully During July to November ~ n June 2017, it signed with

g'Eh\dvagg‘;qu:gd completed the work = was has been won the bidding of DBOO i 2016, it issued a series ~ D2otou Urban Water Ecology
100% stock of injecting ninth, | selected in Hong  project of Singapore Changi  of bonds, Panda Bonds and  mProvement and Comprehensive
equity of two  tenth water plant, Kong's Hang Seng ~ Second New Water Plant Green Bonds exceeding 10 Utilization PPP Mode Project to
wholly-owned Weifang water plant = Index of Chinese and became only one billion yuan in China and construct 11'13 river and lake water
subsidiaries of and BEWG Stocks, in Hang Chinese water enterprise was titled with two awards  2etWork with “four lakes, four
VEOLIA (Hainan) into the Seng Main China  marching into Singapore of “Green Bonds Product reservmrs‘and m'ree water
WATER company. 100 Index (in May). water service market. Issuer with Most nerymrks L }ren{cal and

Portugal and From Sept to Oct 2013 8 . a April 2016 Influential” and “Company horizontal directions™ and create
opened the New 2304 illion Hong Kong by 20 b, WIS e 06 Singa, T Tl I e
trail that the awarded with Top Four Iip 7 s urban water ecology improvement

dollars was raised by the
Chinese-funded foreign allotment of shares
water enterprise in twice, including the
successfully share allotment of
acquired the Khazanah Nasional of

Changi New Water
Project was awarded
with “The Annual
Best Water Service

the Largest Scale™.

Global Water Service
Companies in the Global
Water Affairs Summit
Forum as the only one

in water-deficient cities in western
China.

In Feb 2019, the company

‘allocated a total of 598.4

million shares to China
Yangtze International (Hong
Kong) Co., Ltd. (a subsidiary
of China Yangtze Three
Gorges Group Co., Ltd.) and
BEEC (a wholly-owned
subsidiary of BEHL), raising
a total of HKD2.567 billion.

assets of foreign Malaysia government Chinese enterprise Transaction In August 2017, the BEWG China Life Insurance and Water Service fund jointed with
well-known strategic investment elected by GWI. appraised. China Life Insurance was officially established with the total fund scale exceeding 24
water service  company, fully reflecting billion yuan and BEWG made a major breakthrough in new PPP investment mode of the
enterprises. the recognition of capital integration of industry and finance.

market.

In il 2017, it successfully issued
InMar2011, InNov201l, ~ InMay2015, TnApni
In Aug 2018, invested it issued it officially it established 2.1 billion yuan green asset-backed
In Mar 2018, BEHL HKDI.371 million in s B Beijing notes and became the first green
became a major B 2.283 billion obtained the ) ! L
y the acquisition of . Enterprises asset-backed note in China to lead the
shareholder of q new shares ~ Malaysia s h
88.4% of BEWG 2 Clean Energy ~asset securitization innovation.
BEWG, and 4 0 i and raised Kuala Lumpur . X .
sitioned it as a Enviromnetal, which 339 pillion Pantai 2 Group In July, lt' also issued 0.4 billion
s : had 13 sewage Hong Kong  Sewage Limited to MYR medium term note to make an
strategic platform for - o lants i & dedicated to ~ attempt to carry out the various
plants in dollars. Treatment A 0
the development of i ! extending the ~financing mode for the foreign
water business. : (pro £ Plant Project. e businesses.
capacity of 900,000 ergy
tons/day). field.

Starting shift to light-asset development in
February 2018, launching the “Double-platform™
strategy (asset management platform and
operation management platform) to become a
leading professional water and environment
infrastructure investment institution and a multi-
business management platform with excellent
operation. Entering the Australia and New
Zealand markets in April 2018, acquiring 100%
equity in Australia's Trility Water Group.
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Source: Phillip Securities (HK) Research, Compaepdtt

Figure-13: Shareholding Structure of Company (as ofune 4, 2019)
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(371.HK)

Source: Phillip Securities (HK) Research, Compaspdtt
Key Business Analysis

The company is a flagship enterprise devoted taebgcling of water resources and
the protection of water ecology subordinated to BEthe biggest urban investment,
construction and operation service provider in @hianking 198 among China’s top
500 enterprises. The company is a comprehensivdeadihg professional water and
environment service provider with its business cioggindustrial investment, design,
construction, operation, technical services andtalapperation in full industrial chain.
It ranks first in the industry in China in termstotfal assets, total revenues and water
treatment capacity. The main businesses of the anynpre water treatment services,
construction services, technical services and sdlemachineries for the water
environmental renovation. Among them, water treatmservices are including
sewage and reclaimed water treatment services amgrwdistribution services,
construction services for the water environmentahowation are including
comprehensive renovation projects and construcid@OT water projects.

1. Water treatment services

As at 31 December 2018, the company had 274 setsmaagenent plants and
10 reclaimed water plants in operation in Mainl&tdna. Total daily design
capacity in operation of sewage treatment plantsraclaimed water plants
reached to 12,031,550 tons (2017: 11,059,750 t@md)809,200 tons (2017:
617,200 tons) respectively. The average daily pmsicg volume is
10,704,386 tons and average daily treatment ra8&%. The actual average
contracted tariff charge of water treatment wasrexmately RMB1.10 per
ton (2017: RMB1.08 per ton) for water plants. Thetual aggregate
processing volume for the year was 3,799.8 milions, of which 3,493.2
million tons was contributed by subsidiaries ands.BOmillion tons was
contributed by joint ventures. Total revenue foe ear was HKD4,276.1
million. Net profit attributable to shareholders die Company was
HKD2,040.3 million, of which HKD1,894.0 million wasontributed by
subsidiaries and HKD146.3 million was contributey jbint ventures and
associates. The company had 37 sewage treatmens @ad 4 reclaimed
water plants in Portugal, Macau, Singapore, Austrand New Zealand.
Total daily design sewage treatment capacity irratmn was 602,748 tons.
The actual processing volume for the year is 1@@illion tons. Total
revenue for the year was HKD368.4 million. Profittriautable to
shareholders of the Company was HKD58.7 million.
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For water distribution services, the company hadvater distribution plants
in operation as of 31 December 2018. Total daibiglecapacity in operation
was 6,715,600 tons (2017: 6,555,600 tons). Theahetverage contracted
tariff charge of water distribution is approximatétMB2.07 per ton (2017:
RMB2.14 per ton). The aggregate actual processiogme is 1,441.5
million

tons, of which 794.2 million tons was contributed $ubsidiaries, which
recorded revenue of HKD1,839.3 million and 647.3llian tons was
contributed by joint ventures. Imputed interestome of HKD25.5 million
was recognized for the receivables under serviceassion arrangement of
Plant No. 9 in Beijing. Profit attributable to sbholders of the Company was
HKD723.5 million, of which profit of HKD590.7 milbn was contributed by
subsidiaries and a profit of HKD132.8 million ingaggate was contributed
by joint ventures. The company had 33 water distiiim plants and a sea
desalination plant which supplies drinking waterFartugal and Australia.
Total daily design capacity in operation was 1,%00, tons. The actual
processing volume for the year is 103.5 millionstaf which 69.8 million
tons was contributed by subsidiaries and 33.7 oniltons was contributed by
joint ventures. Total revenue for the year was HRBRS million. Profit
attributable to shareholders of the company was HKG8 million.

Fig-14: Revenue and NP attributable to shareholdersf sewage and reclaimed water treatment services
Fig-15: Revenue and NP attributable to shareholdersf water distribution services
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2. Construction services for the water environmentiarenovation
The company had 23 comprehensive renovation psojgnder construction
during the year. Revenue from comprehensive refmvairojects decreased
by HKD728.4 million from last year of HKD7,335.3 lifion to HKD6,606.9
million this year. Revenue decreased was mainly ttu¢he decrease in
contribution work for Inner Mongolia during the ye#nterest income from
water environmental renovation projects attribugatdl shareholders of the
company was HKD105.9 million for this year (2017KBP52.6 million).
Profit attributable to shareholders of the compdory the comprehensive
renovation projects increased by HKD353.4 millioronfi last year of
HKD1,045.5 million to HKD1,398.9 million this year.

The company entered into a number of service cemesontracts on a BOT
basis in respect of its water treatment busings®0[8, water plants under
construction were mainly located in Shanxi, Shawggathejiang, Guizhou,
Hunan and Hebei provinces. Total revenue for cansbn of BOT water
projects was HKD8,698.6 million (2017: HKD6,647.lillimn) and profit
attributable to shareholders of the company was H}&B4.1 million (2017:
HKD1,133.4 million).
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Fig-16: Revenue and NP attributable to shareholdersf comprehensive renovation projects
Fig-17: Revenue and NP attributable to shareholders afonstruction of BOT water projects
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3. Technical services and sales of machineries fire water environmental
renovation
The Group has couples of qualifications in engimggefor consulting and
design of water treatment plants. Revenue frompttowision of technical
services and sales of machineries was HKD2,305.0iomi (2017:
HKD1,338.6 million), representing 9% of the compantptal revenue. Profit
attributable to shareholders of the company was AKDO million (2017:
HKD506.2 million).

Figure-18: Revenue and NP attributable to shareholers of technical services and sales of machinerifes the water
environmental renovation
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Investing Highlights
Leading enterprise in water industry, the main busnesses grow steadily

The principal businesses of the Company includeraijpms in water treatment
business, construction and technical serviceshiervtater environmental renovation.
The coverage of the Company's water plants hasnéete to 21 provinces, 5
autonomous regions and 2 municipalities all acrbksnland China. As at 31
December 2018, the Company entered into serviceession arrangements and
entrustment agreements for a total of 937 watertplamcluding 771 sewage treatment
plants, 139 water distribution plants, 25 reclaimedter treatment plants and 2
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seawater desalination plants. Total daily desigmaciy for new projects secured for
the year was 5,756,813 tons including Build-Opefatnsfer (“BOT") projects of
320,000 tons, Transfer-Operate-Transfer (“TOT") jeets of 175,000 tons,
Public-Private Partnership (“PPP”) projects of 8250 tons, entrustment operation
projects of 958,656 tons, and 2,478,907 tons threngrgers and acquisitions.

Table-4: Analysis of projects on hand of water treatment serices

Reclaimed

Sewage treatment  Water distribution e Sy i v S_eavyater Total (tons)
(tons) (tons) desalination (tons)
2008 1,480,00! 50,00( - - 1,530,00!
2009 1,662,500 100,000 212,000 - 1,974,500
2010 1,230,00! 1,125,00 - 50,00( 2,405,00!
2011 1,405,250 1,239,200 175,000 - 2,819,450
2012 813,00( 840,00( 112,50( - 1,765,50
2013 3,591,700 2,521,000 101,000 - 6,213,700
2014 1,528,70! 1,585,201 328,00( - 3,441,901
2015 855,900 2,297,100 109,200 - 3,262,200
2016 2,120,10! 1,403,69: 232,00( - 3,755,79.
2017 3,017,776 697,500 504,500 - 4,219,776
Sub-total 17,704,92 11,858,69 1,774,201 50,00( 31,387,82
2018 2,970,963 1,689,100 476,750 300,000 5,436,813
Total 20,675,88 13,547,79. 2,250,95! 350,00( 36,824,63
o
In operation 12,257,548 7,922,700 1,185,950 300,000 21,666,198
Not yet
commenced 8,418,34. 5,625,09. 1,065,00! 50,00( 15,158,43
operation
Total 20,675,889 13,547,794 2,250,950 350,000 36,824,633
Not yet
commenced
operation
Not yet started 2,992,19: 3,772,39. 1,065,00! - 7,829,59
-Planned 490,200 172,000 335,000 - 997,200
In construction 3,214,74. 1,322,701 = = 4,537,44.
o 2,211,400 530,000 - 50,000 2,791,400
Total 8,418,34. 5,625,09: 1,065,001 50,00( 15,158,43

Source: Phillip Securities (HK) Research, Compaepdtt

Due to different reasons such as expiration ofgmtsj the Group exited projects with
aggregate daily design capacity of 320,000 tonsnduthe year. As such, the net
increase in daily design capacity of the year wd8%813 tons. As at 31 December
2018, total daily design capacity was 36,824,63%.t&ince 2018, the CAGR of total
daily design capacity is 37.71%.

Figure-19: Total daily design capacity of water treatment senges (mn tons)
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The Company had 23 comprehensive renovation pejaatier construction during
the year. The projects mainly located in Zhejiangngkzhou, Zhejiang Taizhou,
Chengdu Jianyang, Guangdong Heshan, Malaysia Tgmeng Inner Mongolia,
Sichuan Luzhou and Beijing Liangshuihe.

Figure-20: Overview of new comprehensive renovation project$i2018
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The company’s water treatment scale and incremeapealcity are leading the industry,
with the largest water treatment capacity amongdikong-listed water companies.

In addition, the coverage of company’s projectsls$s the largest, a large number of
high-quality projects throughout the country formsnational scale advantage. On
March 23, 2019, 17th Water Industry Strategy Fomaieased 2018 annual water
industry enterprises selection list, the Compamked No.1 among top ten influential

enterprises in the water industry in 2018 with #h7tons/day of total water

processing scale and 4.94 tons/day of total incnémh@rocessing scale.

Figure-21: Total processing scale of peers in 2018 (10 thousatwhs/d) Figure-22 Incremental scale
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Figure-23: Incremental capacity of peers 2009-2018 (mn tons/@&jgure-24: Coverage cities of peers
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“Dual Platform” Strategy Boosts Light Assets Transbrmation

In order to better cope with the new situation @hdllenges of the environmental
protection industry, the company has determinedsttegegic direction of light assets
transformation, and gradually turned itself inttight asset enterprise by building an
asset management platform and an operation managgta¢form - “dual platform”.
The company's asset management platform is to ecatp with third-party
institutions to establish a fund management compameijing Enterprises Jinfu
(Beijing) Investment Shareholding Co., Ltd. to gdws financial supports for the
company's projects through fund operations suchfueml holdings and asset
securitization for water environmental assets taress financing pressures and
promote industrial development with new financialeans. There are two
wholly-owned shareholding platforms under Beijinght&prises Jinfu: Beijing
Enterprises South-South (Tianjin) Investment Manag® Co., Ltd. and Beijing
Enterprises Hengshi (Tianjin) Investment Managen@mt Ltd. The former one is the
asset management platform of BEWG, and mainly ples/iorganization, management
and operation service for industrial funds relateé&PP projects of BEWG. The latter
one is the investment platform of BEWG and mairlgets part in the investment of
the related PPP industrial funds of BEWG.

In terms of operation management platform, throtigh establishment of “Digital

Research Institute”, the company built up an iigelice water platform and a
procurement center to improve operational manageeféniency, reduce manpower
and operating costs, and achieve value growthhétsame time, through acquiring
asset-light technology companies, the company massted heavily on research and
development, including obtaining a 100% stake imjig Municipal Design and

Research Institute at cost of RMB 181 million in WM2014, and the acquisition of
Huai'an City Water Survey & Design Institute in Z0A number of special Grade A
gualifications have been obtained to provide marehnical and design services
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support for the company’s integrated water enviremnmanagement business, and to
strengthen the company's comprehensive design iitipab for value chain
integration. It's expected that the company’s "qi@form" strategy will continue to
promote each other, and the company’s abilityansfiorm from heavy assets to light
assets will continue to strengthen.

Cooperation with China Three Gorges Corporation, Pomising on “Yangtze
River Protection”

China Yangtze Power Co., Ltd., a controlling sulssid of China Three Gorges
Corporation, subscribed for a 5% stake in BEWG ugloa wholly-owned subsidiary
China Yangtze Power International (HK) Co., Ltdithna total consideration of HKD

2.02 billion, of which approximately HKD 1.5 billiowas spent on traditional water
projects of BOT and TOT, and approximately HKD 560llion is used for a

comprehensive renovation project. Yangtze Ecology EBnvironment Co. Ltd is a
subsidiary of China Three Gorges Corporation angosstioned to undertake project
implementation tasks for the Yangtze River protttielated undertakings, including
coordinating the implementation of the Yangtze RiM@asin Hub Operation

Management, implementation of major ecological medton projects, ecological
environmental management of the dam reservoir a@aprehensive environmental
management, and water resources utilization pmjadhe basin.

In January 2019, the Ministry of Ecology and Enmiment and the National
Development and Reform Commission jointly issueé tiction Plan for the
Protection and Rehabilitation of the Yangtze Riyevhich requires that by the end of
2020, the national control section ratio of the §tae River Basin with excellent
water quality will reach over 85%, and the inferidratio will be less than 2%. The
ratio of black odor elimination in the built-up aseof prefecture-level and above cities
in the Yangtze River Economic Belt is over 90%, #imel proportion of water quality
in centralized drinking water sources at prefectavel and above is higher than 97%.
On May 29 2018, the National Development and Ref@ommission held on-site
meeting to promote the Yangtze River Economic Belftan sewage treatment pilot
spot in Jiujiang, indicating that China Three Gar@wrporation will lead the Yangtze
River Protection.

In June 2019, the newly established joint ventwmgany by BEWG, China Three
Gorges Corporation and other companies was awatlkedfirst PPP project in

Yueyang City with a total investment of RMB 4.48libh. The Company believes that
the “Yangtze River Protection” is expected to havmarket value of more than one
trillion RMB, and with the company’s rich experienmn water treatment projects,
operational advantages and sufficient technolo@gipitation, it can cooperate well
with China Three Gorges Corporation to achievegaiicant synergy effect.

Financial Forecast and Valuation
Financial Performance

The company's revenue in 2018 was HKD 24.597 billi@presenting an increase of
16.06% YoY; gross profit was HKD 8.776 billion, ineasing by 35.75% YoY; gross
profit margin was 35.68%, showing an increase @B%; net profits attributable to
shareholders was HKD 4.471 billion, increasing By18% YoY. From the historical
data, the company's overall revenue and grosstprafintained a relatively fast and
steady growth. It's expected that as the compdightasset transformation continues,
some business revenues may be affected, but thease in gross profit margin and
the light asset business will gradually raise #nheel of profitability for the company
and bring high-quality cash flow. Through continsoumutual promotions of
dual-platform strategy, the company will contineod results and profit growth.

Figure-25: Revenue breakdowns (mn HKD) Figure-26 Revenue growth rate of segments
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Figure-27: Gross profit breakdowns (mn HKD)

Figure-28 Gross profit growth rate of segments
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Table-5: Last four years® financial performance
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HKD in million 2015A 2016A 2017A 2018A
Revenue 3,515.1 3,653.9 4,031.7 4,644.5
YoY 3.95% 10.34% 15.20%
Sewage and reclaimed water |COS 1,340.7 1,596.6 1,898.7 2,204.2
treatment services GPM 61.86% 56.30% 52.90% 52.54%
NP Attributable to Shareholders 1,616.3 1,697.0 1,757.4 2,099.0
NP Attributable to Shareholders Margin 45.98% 46.44% 43.59% 45.19%
Revenue 881.1 1,371.4 1,839.7 2,341.9
. YoY 55.65% 34.15% 27.30%
Water Trestment Services Water distribution services cos 435.8 703.8 995.5 1,256.4
GPM 50.54% 48.68% 45.89% 46.35%
NP Attributable to Shareholders 409.3 578.5 690.0 849.3
NP Attributable to Shareholders Margin 46.45% 42.18% 37.51% 36.27%
Revenue 4,396.2 5,025.3 5,871.4 6,986.4
Sub-total YoY 14.31% 16.84% 18.99%
COoS 1,776.5 2,300.4 2,894.2 3,460.6
GPM 59.59% 54.22% 50.71% 50.47%
Revenue 1,889.7 4,612.3 7,335.3 6,606.9
Construction services for Yoy 144.08% 59.04% -9.93%
comprehensive renovation COoS 1,436.2 3,597.6 6,308.4 5,021.2
projects GPM 24.00% 22.00% 14.00% 24.00%
NP Attributable to Shareholders 396.2 786.6 1,045.5 1,398.9
NP Attributable to Shareholders Margin 20.97% 17.05% 14.25% 21.17%
Construction services for Revenue 6,441.3 6,696.3 6,647.1 8,698.6
the water environmental . Yoy 3.96% -0.73% 30.86%
renovation Construction of BOT water [COS 5,001.1 5,255.6 4,985.3 6,524.0
projects GPM 22.36% 21.52% 25.00% 25.00%
NP Attributable to Shareholders 894.7 1,113.3 1,133.4 1,654.1
NP Attributable to Shareholders Margin 13.89% 16.63% 17.05% 19.02%
Revenue 8,331.0 11,308.6 13,982.4 15,305.5
Sub-total YoY 35.74% 23.64% 9.46%
Cos 6,437.3 8,853.2 11,293.7 11,545.2
GPM 22.73% 21.71% 19.23% 24.57%
Revenue 775.8 1,020.9 1,338.6 2,305.0
YoY 31.59% 31.12% 72.19%
Technical services and sale of machineries for the water |COS 318.1 449.2 535.4 922.0
environmental renovation GPM 59.00% 56.00% 60.00% 60.00%
NP Attributable to Shareholders 264.4 274.9 506.2 773.0
NP Attributable to Shareholders Margin 34.08% 26.93% 37.82% 33.54%
Total Revenue 13,503.0 17,354.8 21,192.4 24,596.9
YoY 28.53% 22.11% 16.06%
COS adj 8,536.1 11,570.0 14,727.8 15,820.9
GPM 36.78% 33.33% 30.50% 35.68%
NP Attributable to Shareholders adj 2,455.4 3,227.0 3,717.2 4,471.3
NP Attributable to Shareholders adj Margin 18.18% 18.59% 17.54% 18.18%

Source: Phillip Securities (HK) Research, Compaspdtt

Financial Forecast

It is estimated that the company's revenue in FFYQ0/FY21 will be HKD

27.23/30.58/34.83 billion, representing increasésl®.70%/12.30%/13.92% YoY;
gross profit will be HKD 9.62/11.00/12.81 billiontepresenting increases of
9.56%/14.41%/16.42% YoY; net profit attributable $bareholders will be HKD

5.18/6.06/7.22 billion,

representing increases &.80%/17.07%/19.07% YoY;

corresponding EPSs are HKD 0.54/0.62/0.72. The emmpgontinued to promote the
"Dual Platform" strategy and light asset transfaiorg and relying on the company’s
rich project experience and technology accumulaiidmas strong alliance with China
Three Gorges Corporation, complementing each athadvantages, and actively
expanding the "Yangtze River Protection" trillionan markets. We are optimistic
about the future development of the company.

Table-6: Financial forecast
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HKD in million 2015A 2016A 2017A 2018A 2019E 2020E 2021E
Revenue 13,503.0 17,354.8 21,192.4 24,596.9 27,2291 30,577.3 34,833.6
cos 8,536.1 11,570.0 14,727.8 15,820.9 17,614.3 19,576.7 22,026.3
GP 4,966.9 5,784.8 6,464.5 8,775.9 9,614.8 11,000.6 12,807.3
Operating Profit 3,493.12 3,936.02 4,367.97 6,293.76 6,922.97 8,032.71 9,481.22
EBIT 4,376.49 5,842.20 6,492.32 8,461.29 9,390.61 10,861.69 12,747.27
NP 2,767.79 3,672.98 4,440.54 5,230.02 5,989.61 7,011.76 8,348.58

NP attributable to shareholders 2,455.37 3,227.01 3,717.23 4,471.27 5,177.62 6,061.20 7,216.80
EPS (Basic) 0.2817 0.3704 0.4242 0.4791 0.54 0.62 0.72
EPS (Diluted) 0.2750 0.3627 0.4153 0.4713 0.5348 0.6121 0.7126
Source: Phillip Securities (HK) Research, Compaspdt
Valuation
Based on our residual income valuation model, assyithe cost of equity is 9.66%
and resistance factor is 0.2, we give a TP of HKIB15 corresponding to
FY19/FY20/FY21 10.71x/9.36x/8.04x PER with a 22.5p®tential upside compared
with CP of HKD 4.74 as of July 8, 2019. Wind datsows that the company’s
expected PER of 8.96x in 2019 is attractive congpbdeethe industry average PER
14.33x, we initiate coverage on BJ Ent Water armbmemend “BUY” investment
rating.
Table-7: Residual Income Valuation Model

HKD FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028

EPS 0.54 0.62 0.72 0.77 0.86 0.98 1.10 1.24 1.40 1.58
Dividend Payout Ratio 39% 39% 39% 39% 39% 39% 39% 39% 39% 39%
DPS 0.21 0.24 0.28 0.30 0.33 0.38 0.42 0.48 0.54 0.61
Add R/E PS 0.33 0.38 0.44 0.47 0.53 0.60 0.68 0.76 0.86 0.97
BPST 3.00 3.32 3.69 4.16 4.69 5.29 5.96 6.72 7.58 8.55
BPSO 2.73 3.00 3.32 3.69 4.16 4.69 5.29 5.96 6.72 7.58
ROEO 20% 21% 22% 21% 21% 21% 21% 21% 21% 21%
Re 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%
RI=BPSO0*(ROEO-Re) 0.28 0.33 0.40 0.41 0.46 0.52 0.59 0.66 0.75 0.85
Persistent factor 0.20

Terminal value 0.19

PV 0.25 0.27 0.30 0.28 0.29 0.30 0.31 0.32 0.33 0.41
BPSO 2.73

TP 5.81

Source: Phillip Securities (HK) Research, Compaepdtt

Risk

1. Industry policy risk

2. Projects development fails expectations
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Financials

Table-8: Financial data

FYE DEC FY17A FY18A FY19E FY20E FY21E
Valuation Ratios
P/E 11.17 9.89 8.74 7.64 6.56
P/B 2.00 1.74 1.58 1.43 1.29
Dividend Yield 3.36% 3.90% 4.41% 5.05% 5.88%
Per Share Data in HKD
EPS 0.42 0.48 0.54 0.62 0.72
DPS 0.16 0.18 0.21 0.24 0.28
BVPS 2.37 2.73 3.00 3.32 3.69
Growth & Margins (%)
Growth
Revenue 22.11% 16.06% 10.70% 12.30% 13.92%
Operating Profit 10.97% 44.09% 10.00% 16.03% 18.03%
Net Profit 20.90% 17.78% 14.52% 17.07% 19.07%
Margins
Gross Margin 30.50% 35.68% 35.31% 35.98% 36.77%
Operating Profit Margin 20.61% 25.59% 25.42% 26.27% 27.22%
Net Profit Margin 20.95% 21.26% 22.00% 22.93% 23.97%
Key Ratios
ROA 4.10% 3.94% 3.90% 4.21% 4.65%
ROE 19.94% 19.33% 19.12% 19.85% 20.85%
Income Statement in mn HKD
Revenue 21,192.37 = 24,596.86 27,229.08 30,577.31 34,833.60
Gross Profit 6,464.52  8,775.94  9,614.79 11,000.60 12,807.32
EBIT 6,492.32 8,461.29  9,390.61 10,861.69 12,747.27
EBT 5315.32 6,77891  7,540.68  8,827.53 10,510.53
Net Profit 4,440.54  5,230.02  5,989.61  7,011.76  8,348.58
Minority Interest 483.03 512.74 565.97 704.54 885.77
Net Profit for Owners 3,717.23  4,471.27  5,177.62  6,061.20  7,216.80

Source: Company, Phillip Securities (HK) Researstiniates
(Financial data as of July 8)
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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 pric e

-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 omltioee 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 recwendation

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 amndanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are ssjmes 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, indirectjdental 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 @atest neither a recommendation to enter into #iquéar transaction nor a representation that aoglyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efpttoducts which may be described in this publiceinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuzh 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 informaticluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepguthis report nor his associate has any finarietatest in or serves as an officer of the listetporation covered in
this report.

Firm's Disclosure: Phillip Securities does notdawny investment banking relationship with theelistorporation covered in this report nor any fmahinterest of 1%
or more of the market capitalization in the listadporation. In addition, no executive staff of IRhiSecurities serves as an officer of the listedporation.

Availability

The information, tools and material presented neaeé 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 (“PSHKbBglieved 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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