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Sectors:
Air, Automobiles (Zhang Jing)
TMT, Education, Finance (Terry Li)
Retail, Manufacturing (Tracy Ku)
Pharmaceuticals, Energy, Environment (Leon Duan)

Automobile & Air (Zhang Jing)

This month | released 4 updated reports of SIA 830CH), Air China
(753.HK), China South Air (1055.HK) and China Easgt (670.HK), which
got success by their unigue Competitive edge. Amihiegn, we recommend
China East Air first.

In August, China East Air (CEA) completed its crsbsreholding with
Juneyao Airlines in Hong Kong. After the A-sharsuiance is completed, CEA
will hold 15% of Juneyao Airlines and Juneyao Aids (JuneYao Group) will
hold approximately 10% of CEA in total. Togethére ttwo sides account for
more than 50% of Shanghai's aviation market. Uraletloser enterprise
strategic cooperation model of cross-shareholdihgy will fully integrate
resources and bring into play synergies in theréutAfter the opening of the
S1 satellite hall at Pudong International AirporSeptember, the improvement
of the Company's transfer connection efficiency Patdong International
Airport will help enhance the Company's competitiges in Shanghai's core
hub.

TMT, Education & Finance (Terry Li)

| released four reports on Net Dragon (777.HK), &vision (1686.HK),
Travelsky Technology (696.HK) and Chinasoft (354)HKWe highly
recommend Net Dragon. In the first half of this yehe gaming business
performed brilliantly, with revenue up by 51.6% Yd¥ RMB 1.58 billion;
segment profit increased by 85.4% YoY to RMB 97Qliom. During the
period, the revenue of the Group's three major Budémons”, “Hero
Evolved” and “Conquer Online” increased signifidgnat 57%, 27% and 43%
respectively. Regarding Eudemons, the EudemonsePsion launched an new
expansion packs on June 30 this year. The groupsalsl there will be two
expansion packs every year, which will help miantdie popularity of the
game. As for Hero Evolved, the group tried to coapewith other IP to create
IP crossover collaboration effect. This year, theup cooperated with the
Japanese anime IP "Overlord" and domestic IP "RedestBtreet” on Hero
Evolved to maintain the driver for the revenue grown addition, the group
also added an new leisure game mode - Auto Che%seiro Evolved Pocket
Version”, which helps keep the game fresh and ctinaw users. In the first
half of this year, the revenue from education bessndecreased by 24.2% YoY
to RMB 1.05 billion, due mainly to the tender besia from Russia in the first
half of last year, but not in the first half of shyear. In addition, the segmental
loss increased to RMB 310 million due to the cylity of the Russian tender
and the six-month performance of Edmodo (two morn#ss year). If the
Russian tender order is deducted, the educatioenuevwill increase by 5%
YoY. Currently, there are about 106 million regist users in Edmodo, an
increase of about 500 million users compared wih fnillion at the end of
last year, implying its growth in slightly lowerah the growth in the second
half of 2018 where it added 1 million users montfllge Group is preparing to
launch a homework application “AskMo” in Octoberstlyear to provide Al-
assisted learning and live tutors. In additionyiit launch 1:4 and 1:1 online
tutoring in December this year, trying to monefitatform users.
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Retail & Manufacturing (Tracy Ku)

This month | released the report of China ResourBe®r(291) and

Ausnutria(1717). China Resources Beer's interinemae of FY 2019 increased
by 7.2% y.o.y. to RMB18.825 billion , and net ptaficreased by 24.1% to
RMB 1.871 billion. Although the gross profit margfacing the pressure of
rising raw material costs, thanked to the optinidzatof product mix, it

improved by 1.9ppt. y.0.y. to 37.8%.

The increase in revenue during the period was mainé to the 7% increase in
sales volume of the mid- to high-end beer, whiobve the overall beer sales
volume and average price to increase by 2.6% &t despectively. This was
benefited from the brand repositioning strategythier upgrade of product mix
and contribution from the acquisition of Heinekehi@. CRB"s overall beer
sales growth performance was better than the indlestel, and better than the
management's original annual sales target whichtevhe flat y.o.y.

CRB’s acquisition of Heineken China was completedhie end of April. The
contribution from such operation does not bringngicant impact to the
company's financial performance for 1H of FY201®isTlong-term strategic
partnership will provide an important strategic ogpnity for our development
in China’s premium beer market.

According to the management team, the integratidh Weineken China is
going smoothly. The integration includes work teaetsannels and markets.
The existing channel networks in 26 provinces hiawmched Heineken beer
products. It plans to accelerate the integrationcgss. It is expected to
complete the integration within this year and farthimprovement and
optimization will be carried out next year.

We expect that with the acquisition, the share mf-rto high- end business i.e.
selling price more than RMB5, will further increaswith the possibility of
increasing to over 50% between 2020 and 2021. ©hapany's mid-to-high-
end products accounted for 39% of the total revem#er2017, and increase to
43% in 2018. Heineken China recorded a total déterioss of RMB66.8
million in 2017. This was mainly due to the increas marketing expenses as
lacks the channels to digest or effectively redod €nd market. With the
cooperation of CRB, we believe this can be improved

Pharmaceuticals, Energy & Environment (Leon Duan)

| released two reports on SinoPharm Accord (00ERB.BJ Ent Water
(371.HK), CWA (855.HK), CEB Water (1857.HK). We hig recommend BJ
Ent Water.For the six months ended 30 June 2019, the compaeyenue was
HKD 12.829 billion (corresponding period in 2018KHB 10.009 billion),
representing an increase of 28.18%. The grosstpsafs HKD 4.771 billion
(corresponding period in 2018: HKD 3.834 billiomgpresenting an increase of
24.49%. The GP margin was 37.10%, decreasing bypptlcompared with
1H2018, which is mainly due to the change of reeemortfolios. Profit
attributable to equity holders of the company wa&DH 2.77 billion
(corresponding period in 2018: HKD 2.366 billiomgpresenting an increase of
17.06%. Basic and diluted earnings per share wéf28t68 cents and 28.25
cents respectively. The interim dividend of HK10ehts per ordinary share for
the six months ended 30 June 2019 (six months eB@edline 2018: HK9.5
cents per ordinary share), showing an increase2@3%, the payout ratio is
37%, same as 1H2018. The company's performanceod business is
basically consistent with our forecast, relatedfqgremrance increase in total
revenue was mainly contributed from the increasevater treatment services
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and construction services for the water environalerégnovation. Total daily
design capacity for new projects secured for theogevas 1,355,925 ton, the
net increase in total daily design capacity of peeiod was 936,925 tons, less
than the company’s guidance of 4 million tons aaldit for the full 2019. But
the company maintain the above new capacity tafgglteving there will be
more opportunities of M&A in 2H2019.

Fig 1. Performance of Recommended Stocks

Last

Price on Closing
Ticker Company Analyst Rating Recommendation S, Mon_th Honity Price
Date Return CIo_smg Return 2M agc
Price

2/9/2019 600009 CH SIA YAl Accumulate 84.56 93 9.98% 79.78 -5.65% 84.05 -5.08%
16/9/2019 753 HK AC VAl Buy 7.41 8.9 20.11% 6.9 -6.88% 6.79 1.62%
23/9/2019 1055 HK CSA VAl Buy 4.85 6 23.71% 4.75 -2.06% 4.41 7.71%
30/9/2019 670 HK CEA A Accumulate 3.76 4.4 17.02% 3.81 1.33% 3.69 3.25%
2019/9/12  777.HK Net Dragon TE Buy 18.82 29.75 58.08% 18.24 -3.08% 20.10 -9.25%
2019/9/19 1686.HK Sunevision TE Accumulate 5.95 6.46 8.57% 5.86 -1.51% 5.29 10.78%
2019/9/27 696.HK Travelsky TE Buy 15.90 23.40 47.17% 16.28 2.39% 15.74 3.43%

Technology
2019/10/3 354.HK Chinasoft TE Buy 3.46 5.01 44.80% 3.46 0.00% 3.26 6.13%
11/9/2019  291HK China TK Neutral 42.4 42.7 0.70% 41.55 -2.70% 44.55 -6.70%

Resources Beer
23/9/2019 1717HK Ausnutria TK Buy 11 15.7 42.70% 10.24 -6.90% 11.12 -7.90%
2019/9/3 000028.52 SinoPharm LD Accumulate 47.56 54.12 13.79% 43.49 -8.56% 47.56 -8.56%

Accord
10/9/2019 371.HK BJ Ent Water LD Buy 4.26 5.83 36.85% 4.01 -5.87% 4.12 -2.67%
17/9/2019  855.HK CWA LD Buy 6.27 10.33 64.75% 6.09 -2.87% 6.32 -3.64%
24/9/2019 1857.HK CEB Water LD Buy 1.76 2.64 50.00% 1.75 -0.57% 1.79 -2.23%

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 +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 oraltlowe quantitative return bands. We consider tafiade 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 reocwendation

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

This publication shall not be reproduced in whaléngpart, distributed or published by you for gnyrpose. Phillip Securities shall not be liableday direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haei obtained from public sources which Phillip Sit@s has no reason to believe are unreliableaarydanalysis,
forecasts, projections, expectations and opiniookieCtively 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 oliechds made that such information or Researaturate, complete or
verified or should be relied upon as such. Any saétrmation or Research contained in this pubiarats subject to change, and Phillip Securitiesllsiot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatigs or releases in connection therewith. In meoewill Phillip
Securities be liable for any special, indirect,dental or consequential damages which may beiiaddrom the use of the information or Researcheraailable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialeez®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 @ates neither a recommendation to enter into #iquéar transaction nor a representation that aoglyct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efitfoducts 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 unlessuzh sisks are

understood and an independent determination hasrbade that such transactions would be approp#ate discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosiuaé 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) prepatims report nor his associate has any finanoiarést 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 listegp@ation.

Availability

The information, tools and material presented Ineagé not directed, intended for distribution tause by, any person or entity in any jurisdictiercountry 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 Riskd@osures Statement on http://www.phillip.com.hk.

© 2019 Phillip Securities (Hong Kong) Limited

Page | 4



Review Report
4 October 2019

& PhillipCapital
Your Partner In Finance
Phillip Securities (Hong Kong) Ltd

Contact Information (Regional Member Companies)

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 Homag
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

Websitewww.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 II,
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

Websitewww.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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