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Automobile & Air (Zhangling)

This month | released 2 updated reports of Wanfeng (002085.CH), and Weichai
(2338.HK) which got success by their unique Competitive edge. Among them, we
highly recommend Weichai.

In 2021, China's heavy truck industry showed an obvious trend of highs and lows.
There was a high growth rate in H1. The sales volume grew by 27.7% yoy; "eight
consecutive declines" were seen from May to December. In particular, the year-
on-year decline from August to December exceeded 50%. The cumulative sales
volume for 2021 reached 1,391 thousand units, down 14.1% yoy, the first decline
in the past six years, but still the second highest in history, second only to 2020.
The main reasons are due to:1) the base number; 2) The policy transfer
overdrafted demand; 3) The demand for construction of real estate and
infrastructure, logistics and transportation weakened in H2.

However, we think that the worst period of the heavy truck industry has passed.
In 2022, the sales of heavy trucks is expected to gradually increase, mainly due to:
1) Amid the enhanced environmental protection policies, Shandong, Shanxi, Hebei
and Henan provinces have announced policies for the elimination of trucks with
China IV Emission Standards, which is expected to support the demand;

2) The government has repeatedly emphasized that "steady growth should be
placed in a more prominent place". RRR and interest rate cuts, early issuance of
special bonds, and real estate financing corrections and other relevant measures
have all been secured. As at January 9, the total investment of major projects
started in many places across China exceeded RMBS3 trillion, which significantly
outstripped that of the same period last year. In 2022, there is a high possibility
that the growth of infrastructure construction will rally. The heavy trucks will
benefit;

3) With the passage of time, the cumulative inventory of trucks with China V
Emission Standards in H2 of 2021 will be gradually consumed. The sales volume of
trucks with China VI Emission Standards is expected to return to the normal level.
The negative impact of the upgrade of China VI Emission Standards will gradually
be eliminated.

The market concentration of the heavy truck industry further increased in 2021.
The total market share of the top five heavy truck manufacturers rose from 84.2%
in 2020 to 85.6%. Specifically, Sinotruk and other leading enterprises continued to
expand their market share, which is conducive to the steady growth of the
Weichai's supporting heavy truck engine business.

In May 2021, Weichai, through private placement, raised RMB13 billion to invest
in construction projects of multiple key new businesses, including projects of fuel
cell, hydraulic powertrain and CVT powertrain, large-bore engine, and road
engine. With years of R&D investment and layout in these fields, the Company has
gained certain advantages in the core technology, channel and brand. In addition
to obvious cost and after-services advantages, the Company has begun to enter
the high-end market. The private placement project helped the Company
continuously accumulate technological advantages and better seize the
opportunities in the localization substitution of high-end products. In the medium
term, the Company has a clear strategic framework of "power engine + hydraulics
+ new energy", with the domestic and overseas markets. The space for future
development may be expected.
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TMT, Semiconductors, Consumer, Healthcare (Eric Li)

This month | released an updated report of 361 Degrees Int. (01361.HK).

Established in 2003, 361 Degrees International Limited (361 Degrees) is an integrated
sportswear enterprise which principally engages in brand management, research and
development, design, manufacturing and distribution in China and across the globe. Its
comprehensive product portfolio comprises footwear, apparel, accessories under the
361° Core brand, 361° kids brand, and ONE WAY, an authentic Finnish brand focuses on
higher functional and more specialized outdoor products. operates a distributorship
business model through the first-tier exclusive distributors and second-tier authorized
retailers to manage an extensive distribution network of over 6,000 retail stores across
China and the world. It has established a leading position in third-tier and lower-tier
cities in China.

The retail sales (in terms of the retail value) of 361 Degrees core branded products for
the 4Q21 recorded high teens growth compared to the same period of 2020. The retail
sales (in terms of the retail value) of kids branded products for the 4Q21 recorded 25 to
30% growth compared to the same period of 2020. Compared with the 3Q21, the retail
sales core branded products and kids branded products for the 3Q21 recorded low teens
and 15 to 20% YoY growth respectively, reflecting a further improvement in operations
in the Q4. Meanwhile, the overall retail sales of E-commerce products for the 4Q21
recorded 35 to 40% growth compared to the same period of 2020.

Geographically, approximately 76.26% of the stores were located in third- and lower-tier
cities in China, while 23.7% were located respectively in first-and second-tier cities in the
country. Geographically, approximately 70.77% of the POS offering 361 Degrees Kids
products were located in third-tier and lower-tier cities in China. Over the past years, the
growth of China’s retail market is especially contributed by the lower-tier retail market,
whose market size has grown from RMB9.9 trillion in 2015 to RMB15.1 trillion in 2020,
representing a CAGR of 8.8% (overall retail market increasing by a CAGR of 8.6%).
Meanwhile, benefiting from a large population, rising income level, as well as favorable
policy trends, China’s lower-tier retail market has increasingly contributed to the overall
retail market with huge growth potential.

According to the Frost & Sullivan Report, the permanent resident population in China’s
lower-tier market reached 1.23 billion by the end of 2020, accounting for over 87% of
China’s total population. With the continued improvement in living standards and
support from local governments, the GDP of China’s lower-tier market has grown from
RMB53.0 trillion in 2015 to RMB78.8 trillion in 2020, which accounted for 77.6% of
China’s total GDP in 2020, and is expected to further increase to RMB109.9 trillion by
2025. The annual per capita disposable income in China’s lower-tier market is expected
to grow at a CAGR of 7.2% from approximately RMB29,000 in 2020 to approximately
RMB40,000 in 2025, higher than the growth of 6.3% in the tier-one and -two market.
The increasing household income level is expected to lead to stronger consumer
spending power in the lower-tier market. The market size of China’s lower-tier retail
market is also expected to increase from RMB15.1 trillion in 2020 to RMB20.6 trillion in
2025..
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Fig 1. Performance of Recommended Stocks
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Analyst Rating

20220209 002085 CH Wanfeng ZJ Buy
20220214 2338 HK Weichai ZJ Buy
20220223 1361 HK 361 Degree EL Buy

A stock is calculated by RMB yuan.
Source: Phillip Securities Research

Price on Last Last Closing
Recommen Target Expected Month Month Price 1M Price
dation Date Price Return Closing Return 2M ago Chg
4.91 6 22.20% 485 -1.22% 4.87 -0.41%
14.5 22 51.72% 13.2 -8.97% 14.04 -5.98%
3.83 5.29 38.12% 3.83 0.00% 45 -14.89%
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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.
© 2022 Phillip Securities (Hong Kong) Limited
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HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
11/F United Centre 95 Queensway
Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk

INDONESIA
PT Phillip Securities Indonesia
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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

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue Il,
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.
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8F, 2-4-3 Nagata-cho,
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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
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Website: www.kingandshaxson.com

UNITED STATES
Phillip Futures Inc
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AUSTRALIA
PhillipCapital Australia
Level 10, 330 Collins Street
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Tel (+61) 3 8633 9803
Fax (+61) 3 8633 9899
Website: www.phillipcapital.com.au
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