EQUITY RESEARCH

CHINA LITERATURE LIMITED(772.HK)

Anti-piracy has a long way to go, pay attention to its IP monetization ability
China |Publishing |

Overview

China Lit(772.HK) is a comprehensive cultural industry group based on Chinese
online literature and centered on IP cultivation and development as its core. Its
subsidiaries include well-known brands in the industry such as QQ Reading, Qidian
and New Classics Media(NCM). It has a lineup of writers and a rich reserve of
literatures, covering more than 200 content categories, reaching hundreds of
millions of users, and adapting a large number of web text IPs, such as Joy of Life,
The King" s Avatar and Soul Land, into animation, film and television and games

and other products.

A review of Q3 2022 Results

China Lit (772.HK) has announced the annual report ended December 31, 2022.
The company’ s revenue amounted to RMB 7.6 billion, decreasing 12.0% YoY. Cost
of revenue amounted to RMB 3.6 billion, decreasing 11.6% YoY. Gross profit
amounted to RMB 4.0 billion, decreasing 12.4% YoY. Gross profit margin was 52.8%,
slightly decreasing 0.3 percentage point YoY. Operating profit was RMB 0.6 billion,
decreasing 71.1% YoY. Profit attributable to non-IFRS shareholders amounted to
RMB 1.4 billion, increasing 9.6% YoY.

Revenue by Business Type

The company’ s business is mainly dividend into two parts, namely online business
and IP operations and others. Online business revenue mainly reflects revenue
from online paid reading, online advertising and distribution of third-party online
games on company’ s platform, accounting for 57.2% of total revenue. IP
operations and others mainly reflect revenues from production and distribution of
TV, web and animated series, films, licensing of copyrights, operation of self-
operated online games and sales of physical books, accounting for 42.8% of total

revenue.

Revenue from online business on company’ s self-owned platform products
amounted to RMB 3.5 billion, decreasing 9.5% YoY, accounting for 45.7% of total
revenue, mainly due to reduced marketing spending on user acquisition as
company implemented cost control and operational efficiency improvement
measure for business. Despite these cost-cutting efforts, revenues from Qidian
Reading, one of company core products, increased over 30% YoY, as company

Page | 1 | PHILLIPCAPITAL HONGKONG RESEAREH

PhillipCapital

28 Jun 2023

Neutral

Current Price: 34.85 HKD
(Closing price as of Jun 26)
Target price 36.2 HKD (+3.87%)

COMPANY DATA
O/S SHARES (MN):
MARKET CAP (HKD bn):
52 - WK HI/LO (HKD):

1015.2
364.5
45.75/18.9

SHARE HOLDING PATTERN, %
THL A13 Limited

Qinghai Lake Investment Limited

26.46%
22.72%

Tencent Mobility Limited 7.72%

PRICE VS HSI

b Ty
0% w r./\. l\ﬂl.l Km ﬂ

-
-10%

-20%

-30%

-40% \’\ o

\d

-50%

@ R:, Qq"’

S R
PO R U G
A S )

&g g o
& &
R L L S G G G
A S Y h\'& b\'\:" h\‘:" Py

——CHINALT ——Hs|

Source: Phillip Securities (HK) Research

KEY FINANCIALS

RME $" mn FY20 FY21 FY22 FY23E FY24E
Net Sales 8525.7 8668.2 7625.6 8422.9 9153.1
Net Profit (4500.2) 18429 607.6 1329.8 14375
Diluted EPS (RMB) (4.4) 1.8 0.6 13 14
P/E ratio, x N/A 19.3 58.2 26.7 4.7
Dividend Yield,% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Company reports, Phillip Securities Est.

Phillip Securities Research Department
Research analyst

Kwok Tsan Tung, Elvis (+852 2277 6514)
elviskwok@phillip.com.hk




PPhiIIipCapitaI

focused on supporting the growth of company premium products by
investing in high-quality content offerings, effective anti-piracy measures,

and improved product operation.

Revenues from online business on company channels on Tencent products
amounted to RMB 0.6 billion, decreasing 26.9% YoY, accounting for 7.7% of
total revenue, mainly attributable in part to a reduction in advertising
revenues caused by broader market factors and in part to the channel
optimization carried out as a part of company initiatives to improve
operational efficiency.

Revenue from online business on third-party platforms amounted to RMB
0.3 billion, decreasing 55.4% YoY, accounting for 3.8% of total revenue,
primarily due to the suspension of collaboration with certain third-party

distribution partners.

Revenue from IP operation amounted to RMB 3.2 billion, decreasing 2.2%
YoY, accounting for 41.4% YoY, mainly due to a decrease in revenues from
its self-operated online game in 2022. However, company achieved solid
growth in revenues from its TV and web series, films, animation series, and

licensing of copyrights during the year.

Revenue from others, mainly generated by sales of physical books,
amounted to RMB 0.1 billion, decreasing 21.0% YoY, accounting for 1.4% of
total revenue. As the company continued to adjust its physical book business
in tandem with its business development strategy.

Business features

The Chinese literature market consists of three segments, including online
literature, e-books and physical books. As the company is the leader of
China" s online literature platform, traffic and literature are particularly
important to the company’ s development. If the company’ s platform has
enough traffic, it can attract more authors to enter the platform and create
more literatures, and the platform has more high-quality literatures could
attract more traffic, it will form a good cycle between traffic and literatures.
The company’ s platform can not only collect copyright fees, subscription
fees, and advertising fees, but also adapt popular online literature into TV
series, movies, and games to fully monetize popular IPs.

According to the 2022 China Online Literature Report, the scale of China’ s
online literature market in 2022 amounted to RMB 38.9 billion, increasing
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8.8% YoV, the number of users amounted to 0.5 billion, and the number of
overseas online literature access users amounted to 0.9 billion. In terms of
the company’ s own development, as of December 31, 2022, the average
MAUs of the company’ s own platforms products and self-operated
channels of Tencent products are 244 million, with a market share of 49.6%,
representing the company’ s leading position in the Chinese online
literature market, but only 7.9 million are premium users, and the payment
rate is 3.2%, reflecting that the company is not satisfactory in monetizing

active users.

User data and characteristics

Average MAUs on company self-owned platform products and self-operated
channels on Tencent products have maintained a slow single-digit growth in
recent years, CAGR of 3.4% from 2018 to 2022, the company’ s YoY growth
in 2021 amounted to 8.6%, mainly due to the expansion of free reading
business in Tencent' s self-operated channels. However, due to the
company’ s cost-cutting and efficiency-enhancing measures in 2022, which
reduced marketing expenses related to user acquisition, the MAUs of its own
platform products amounted to 110 million, decreasing to 5.8% YoY. As for
the monthly active users of Tencent’ s self-operated channels, it remained
stable, with a YoY increase of 1.6% to 133.9 million. The following figure
shows the overall average MAU performance trend in the past five years:

Average MAUs of company's own platform products and Tencent's self-operated channels {millions)
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The average MPUs of the company’ s own platform products and
Tencent' s self-operated channels have continued to decline in recent years.
It fell by 14.7% YoY to 8.7 million in 2021, mainly due to the expansion of the
company’ s free reading business and more users reading free content. It
fell by 9.2% YoY to 7.9 million in 2022, mainly due to channel optimization
and the reduction of marketing to users with low return on investment.
However, the company focuses on improving content supply, combating
piracy in innovative ways, and enhancing the user experience of core
products, so that the average MPUs of its own platform products will achieve
a YoY growth of 14% in the second half of 2022. The following figure shows
the overall average MPUs performance trend in the past five years:
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The average monthly income per paying user (ARPU) increased by 37.2%
and 14.4% YoY in 2020 and 2021 respectively, mainly due to the company’ s
continuous improvement of content operations, enriching themes of
literature, optimizing community functions and improving recommendation
efficiency, users are more willing to pay for high-quality content. As for 2022,
it fell by 4.8% YoY to RMB $37.8, mainly due to the revenue mix of different
products. The following figure shows the trend of average monthly revenue

per paying user over the past five years:
Monthly average revenue per paying user (ARPU)
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Development direction and bottleneck

We believe that the number of digital reading users in China is gradually
becoming saturated, and the company needs to work hard to increase
revenue and reduce expenditure in the future as the industry’ s
development dividends fade. In terms of cutting expenditure, the company
adopt a series of cost reduction and efficiency enhancement measures in
2022 to improve operating efficiency, such as reducing online business
promotion and advertising expenses. In practice, the profit margin
attributable to non-IFRS company holders increased from 14.2% in 2021 to
17.7% in 2022, an increase of 2.5 percentage points. The rebound for two
consecutive years reflects the effectiveness of the company’ s measures to
reduce costs and increase efficiency. The following figure shows the trend of
profit margin attributable to non-IFRS company holders in the past five years:
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Non-1FRS profit for the year - Equity holders of the Company
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As of broaden the sources of revenue, how to increase the payment ratio

and monetize popular literary IP in more channels will be the core issues that

the company needs to solve. In terms of increasing the payment rate, the

company’ s payment rate has continued to decline from 5.1% in 2018 to

32% in 2022. Comparted with other companies that provide online
entertainment, such as Bilibili" s (9626.HK) payment ratio in 2022 is 8.8%,

China Lit" s payment rate is about 3.2%, which is in a very low level. The

following figure shows the payment rate trend of China Lit in the past five

years:
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China Lit" s low payment rate reflects a problem that has plagued Chinese

online literature for years, piracy. According to the 2021 China Online

Literature Copyright Protection and Development Report, the scale of online
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literature losses due to piracy reached RMB 6.2 billion, an increase of 2.8%
YoY. It is conservatively estimated that the scale of the online literature
market has reached 17.3%. The MAUs of pirated websites are 43.71 million,
accounting for 14.1% of online reading users. The report shows that more
than 80% of writers have been infringed, and 96.6% of them said that being
pirated has affected their creative motivation, but only 25.2% of writers are
willing to take the initiative to defend their rights.

We believe that the main reason why piracy is rampant, but only a small
number of writers are wiling to take the initiative to defend their rights, is that
with the advancement of technology, the cost of engaging in piracy is far
lower than the cost of rights protection of infringed websites. In term of
piracy costs, pirate gangs only need to apply for a paid account on the
genuine website, and then they can automatically download articles from the
genuine website through technologies such as web crawlers and text
recognition, eventually upload them to the self-built pirated website. The
pirated content can also charge advertisement fees after attracting traffic,
and the cost of the whole process is quite low. Only a small-scale team, or
even one person can do it, and it is profitable, which makes there are still a

large number of pirated websites in the mainland search engines.

On the contrary, the copyright protection cost of legitimate websites is
relatively high. Genuine websites can mainly start from two aspects of law
and anti-theft. Legally, if a genuine website wants to take the pirated website
owner to court, certain investigations and evidence collection are required. In
addition, if the owner is located overseas, it is difficult to contact the owner
and issue a blocking notice, and even if the legitimate website wins the
lawsuit, the compensation is often not enough for the cost of rights
protection. In terms of anti-theft, it also needs to invest a considerable
amount of cost. In 2022, China Lit officially raised copyright protection to the
company’ s strategic height, and take a number of anti-theft measures, such
as establishing an anti-piracy platform, calling on authors and readers to
complain about pirated websites, improving the protection level of the entire
platform, including using Al to identify abnormal behaviors, content
encryption, reverse detection, etc.; authors are advised to open a free
channel three months after the novel is released, so that readers who do not
want to spend money can read the genuine version on the free website, etc.
According to the anti-theft results announced by China Lit, its website has
intercepted 150 million pirated visits in one year and has carried out more
than 3000 iterations of the anti-theft system. After the official launch of the
anti-theft system on Qidiandushu APP, the representative of its boutique
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paid products, 40% of the new users converted from pirated versions within
30 days, the MAU in December 2022 increased by 80% YoY, and the annual
revenue increased by 30% YoY. In addition, about 540,000 new authors and
950,000 novels were added to the company’ s online reading platform, and
the number of new literatures with an average subscription (average
subscription per chapter) of more than 3,000 on the entire platform
increased by more than 50% YoY. We believe that the anti-piracy measures
have achieved initial results. To a certain extent, the income of online writers
can be qguaranteed, so that online writers have the motivation to
continuously update their literature, reduce the rate of authors stop updating,
and attract more newcomers to join the online literature industry, making the
ecological development of the entire industry healthier. Moreover, with the
anti-piracy measures and the strengthening of mainland citizens’

awareness of copyright, the payment rate of China Lit is also expected to

rebound.

In terms of monetization of popular literary IPs, the company mainly releases
the value of IPs through multiple channels by adapting popular literary IPs
into works such as film and television, animation, and comics. In the field of
film and television, the company launched a number of popular new works
in 2022. For example, the Chinese New Year comedy film Too Cool to Kill,
has a box office of RMB 2.62 billion, and the drama series A Lifelong Journey
has set a new high in the ratings of CCTV' s prime time in the past 8 years.,
ranking first on all lists on the entire network. The company currently plans to
develop popular IP dramas in two directions. The first direction is to serialize
some popular dramas, such as Joy of Life, Battle Through the Heavens and
My heroic Husband is about to start filming. The second direction is cross-
channel linkage, adapting popular IP dramas into animations and games, etc.,
to extend the popularity of these IPs, and bring more monetization
opportunities for the company. In addition, the company build the
framework of the IP derivatives system in 2022 and build a dedicated IP
derivatives team to develop in the fields of consumer goods and trendy toys.
For example, in 2022, the cumulative GMV of several statues of Battle
Through the Heavens launched by the company exceeded RMB 20 million,
one of the sets is limited to 688 sets, and the statue with a price of RMB 6980
was sold out after 40 minutes of pre-sale, reflecting the huge potential
market for popular IP derivatives. In the future, the company will continue to
develop derivatives for the popular IP in hand and explore the potential of
related markets.
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In the field of animation and comics, the company continues to adapt
popular IPs into animations, so that its IPs could have second explosion in
popularity and increase opportunities for monetization. For example, the
company published popular IPs in 2022, including new season of Battle
Through the Heavens and Stellar Transformations. According to the Guduo
data platform, among the top 10 works on the new domestic animation
popularity list on Tencent Video in 2022, 7 are adapted from the IP of China
Lit. As for comics, the company will continue to increase content production
capacity and accelerate the process of IP visualization. As of the end of 2022,
the company has cooperated with Tencent Comics to launch more than 230
comics, some of which have become hit titles, such as Dafeng Guardian and
Since the Red Moon Appeared, etc.

In the field of games, the company currently mainly cooperates with external
developers to transform the IP content in hand into games. In addition, the
company is also strengthening its own game development and operation
capabilities. Since popular IPs have been recognized by the public in other
fields, it is guaranteed that relevant themes have a certain amount of
audience attention in disguise. In addition, compared with original games,
IP-adapted games do not need to design additional character backgrounds
and game plots, etc., which is slightly simpler in game development. We

expect more IP-adapted games to be launched in the future.

Valuation and recommendation

We believe that the company’ s series of anti-theft measures have achieved
initial results and have a positive impact on the company’ s online literature
business. However, since the piracy problem has deeply plagued the entire
online literature market for many years, it is difficult to solve it. We suggest
investors to continue pay attention to the subsequent impact of the anti-
theft measure. As for the advertising business, as the mainland’ s anti-
epidemic policies have been relaxed and economic activities have largely
returned to normal, we expect a recovery in this segment. In terms of
copyright operations, with the normalization of the approval of game
licenses in the mainland, it is expected that the company will have more
cooperation in converting popular IPs into games. In addition, the company
will launch popular IP dramas such as Joy of Life 2 and My Heroic Husband 2
in 2023. We expect this part of the revenue to grow significantly. We use
SOTP method and set a target price of HK$36.2 (calculated at RMB/HKD
exchange rate of 1.08), including: 1) In line with the average P/S of other
online entertainment companies (2.73x), the online business is valued at

HK$14.3 per share (accounting for 39.5% of the overall valuation); 2) In line
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with other IP content creation company P/E average (32.3x), IP operations
and other businesses are valued at HK$21.9 per share (accounting for 60.5%
of the overall valuation), with a “Neutral” rating. (Current price as of June
26)

CHINA LIT: SOTP valuation

Revenue/ Adjusted net profit

BERE 202 3E(CNY, million) 202 3E PS/PE(x) Valuation Weighted of valuation
Online business PS 4918.6 273 13447.5 39.5%
IP operatinos and others PE 637.1 32.28 20566.1  B0.5%
Total valuation(CNY, million) 34013.5
CNY/HED 1.08
Total valuation(HKD, million) 36734.6
Commaon shares outsatanding (diluted) 1015.2
Valuation per share 36.2

Source: Phillip Securities (HK) Research

Online business: valuation per share 14.3HKD
We give the online business a 2.73x P/S valuation in 2023, which is in line
with the average P/S of other online entertainment companies (2.73x). The

corresponding valuation of this segment is RMB 13447.5 million, or HK$ 14.3

per share.

Valuation Comparsion: Online Entertainment Stock price(26/6,/2023) Revenue Growth (YoY3e) PS(x)

Companies Stock code  (Currency of transaction) 2023E 2024E  2023E  2024E
Ireader Techonology 603533.52 28.9 11.0% 14.8% 4.4 3.9
Kuaishou Technology 1024.HK 54.4 19.3% 14.7% 1.9 1.7
Biligili 9626.HK 118.0 14.3% 18.0% 1.7 1.5
Tencent Music Entertainment 1698.HK 29.3 6.0% 7.3% 2.9 2.7
Average 2.73 242

Source: Bloomberg, Phillip Securities (HK) Research

IP operation and others business: valuation per share 21.9 HKD

We are optimistic about the long-term monetization ability of the
company’ s IP and give the IP operation and other businesses a 32.3x
forecast P/E valuation in 2023, which is consistent with the average P/E of
other IP content creation companies (32.3x). The corresponding valuation of
this segment is RMB 20566.1 million, or HK$21.9 per share.

Valuation Comparsion: IP Content Creation Stock price(26/6/2023) EPS Growthi{(¥oY3&) PE(x)

Companies Stock code  (Currency of transaction) 2023E 2024E  2023E  2024E
Maoyan Entertainment 1896.HK 7.l 397.9% 36.8% 15.8 1le
Walt Disney Company DIs.us 88.1 74.6% 59.7% 29.3 18.4
Metflix MFLLUS 4240 11.4% 28.1% 38.3 29.9
IMAX Corporation IMAX.US 17.3 MNA 38.2% 45.7 33.1
Average 32.3 23.2

Source: Bloomberg, Phillip Securities (HK) Research

Risk factors
The piracy problem reduces the number of paying users / the weakening of
IP popularity affects the monetization ability
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Financial

Consolidated Statement of Profit or Loss

Dec Y/E, RMB mn FY20 FY21 FY22 FY23E FY24E
Total revenue 8526.7 86682 76256 84229 91531
Online business 48439 53085 43640 4MB.6 54873
On our self-owned platform products 39034 38484 34829 38312 42143
On our self-operated channels on Tencent products 631.7 808.9 591.0 768.3 921.9
On third-party platforms 308.8 6511 2902 319.2 3511
Intellectual property operations and others 368186 33598 32616 35043 36658
Intellectual property operations 35394 32314 31602 34131 35837
Others 142 4 125.4 101.4 91.2 82.1
Total cost of revenues (4291.6) (4068.8) (3595.5) (3820.5) (41421)
Content costs (1464 .5) (1774.2) (15127} (1583.0) (1720.3)
Production costs of TV, web and animated series and film (1111.9) (4307} (660.2) (v29.2) (792.4)
Platform distribution costs (1194 4) (1151.0) (8502} (939.1) (1020.5)
Cost of inventories (94.6) (72.2) (57.2) (814)  (46.3)
Amortization of intangible assets (175.7)  (354.8) (2211) (244.2) (2654)
Others (250.6) (285.8) (294.1) (273.5) (297.2)
Total gross profit 42341 45994 40301 46024 5011.0
Selling and marketing expenses (2495.2) (2700.8) (2002.6) (2212.0) (2403.8)
General and administrative expenses (B73.8) (1323.8) (1238.2) (1150.2) (1249.9)
Others, net (6336.8) 15979  (160.5) 14279 165.3
Operating profit (4474.7) 21726 6288 13832 15127
Finance costs (68.8) (BB.8) (54.0) (B4.8) (V04)
Share of net profit of associates and joint ventures 47 199.2 199.0 199.0 199.0
Profit before income tax (4538.7) 23031 7738 15173 16412
Income tax expense 385 (4601) (166.2) (187.5) (203.7)
Profit for the year (4500.2) 18429 BOV.6 13298 14375
EP $(RMB) (4.4) 1.8 0.6 1.3 14
DP S{HKD) 0.0 0.0 0.0 0.0 0.0
Dividend payout ratio 0.0 0.0 0.0 0.0 0.0
Weighted shares outstanding 10158 10220 10152 10152 10152
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Dec ¥/E, RMB mn FY20 FY21 FY22 FY23E FY24E
Non-current assets

Property, plant and equipment 396 451 1329 1467 1595
Right-of-use assets g83.3 2815 1831 202.3 2198
Intangible assets F6761 74555 74216 TE443 TBV3E6
Investments in associates and joint ventures 5986 9323 10088 11142 12108
Financial assets at fair value through profit or loss 9153 13100 g62.2 9524 1035.0
Others, net 5026 5426 649.9 G19.3 G723
Total non-current assets 98154 10567.0 10258.6 10679.2 11171.0
Current assets

Inventories 5718 G53.8 7603 7375 a01.4
Television series and film rights 6405 10908 9404 11378 11803
Trade and notes receivables 32063 27472 20488 22631 24594
Prepayments, deposits and other assets 7348 10320 12125 13383 14554
Term deposits 34087 2678.0 18487 20419 22190
Cash and cash equivalents 28482 45284 55458 62959 V1507
Dthers, net 0.0 0.0 119.3 119.3 119.3
Total current assets 115003 127303 124750 13935.0 153855
Total assets 213158 232973 227345 246142 26566.5
Non-current liabilities

Financial liabilities at fair value through profit or loss 1037.9 B27.2 490.6 5418 5388
Lease liabilities 348 201.8 134.6 148.7 161.6
Deferred income tax liabilities 187 6 1483 139.6 1542 167 .5
Others, net 7397 4205 2 a6 318
Total non-current liabilities 20001 15988 796.0 a76.3 9498
Current liabilities

Trade payables 10397 11274 12039 12746 13851
Dther payables and accurals 11497 11858 10194 1138.0 12367
Borrowings 554 4 7828 417.9 461.56 501.6
Others, net 14734 14056 13426 15339 16669
Total current liabilities 42172 45115 39838 44081 47902
Total liabilities 62173 61103 47798 52844 57401
Equity

Capital and reserves attributable to equity holders of the company 150935 171865 17957.2 183279 208195
non-controlling interests 5.0 05 (2.6) 20 g.8
Total equity 150885 471870 178547 193298 208264
Total equity and liabilities 213158 232973 227345 246142 265665
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Consolidated Statement of Cash Flow

Dec Y/E, RMB mn FY20 FY21 FY22 FY23E FY24E
CFO 11103 11185 15768 15288 16274
Metincome (4500.2) 18429 6076 13298 14375
Depreciation and Amortization 2397 414 5 2826 281.0 2903
Share-based compensation expenses 1202 188.1 241.3 181.3 195.2
change in working capital (342.1) 415 7249 (316.1)  (311.5)
Others 55927 (13687) 23723 54.0 15.9
CFl (4188.6) 9362 5281 (B77.6) (8457)
Total Capex (288.3) (2391) (3237) (537.3) (550.5)
Investments in associates and joint ventures 0.0 (405.6) (94.3) (265.7) (273.8)
time deposits, net (2992.9) 7285 8341 (193.3) (177.0)
Others (a0y.3y 8515 111.8 118.6 1664
CFF (92.3) (350.0) (11454) 97.a 731
Borrowing, net (57.1) (70.B) (7928) 437 40.0
Financial investors in television series and film, net (3.2) (104.2)  (14.7) (85.7) (67.3)
Others (32.0y (175.2) (3379) 1098 100.5
Cash and CE at Beg. 59318 28482 45284 55458 G295149
Net Change in Cash (3170.6) 17047 9545 750.1 854.8
Fi impact av.o (24.5) 5748 0.0 0.0
Cash and CE at YIE 28482 45284 55458 629589 V1507

Key Financial Data

Dec Y/E FY20 FY21 FY22 FY23E FY24E

Valutation Ratio

F/E ratio /A 19.3 hg.2 26.7 247
Dividend Yield, % 0.0 0.0 0.0 0.0 0.0
Per share data|RMB)

EPS (4.4) 1.8 0.6 1.3 14
BVPS 14.9 16.8 177 19.0 20.5
DPS{HKD) 0.0 0.0 0.0 0.0 0.0
Growth & Margin

Growth

Revenue Growth 21% 1.7% MAIA S 10.58% 8.7%
Gross Profit Growth 14.7% 8.6% MAA 14.2% 8.9%
Operating Profit Growth MN/A MN/A M/A 120.0% 9.4%
Met Profit Growth /A, /A, MAA - 117.9% 8.1%
Margin

Gross Profit Margin 497%  531%  528% 546% 54.7%
Operating Profit Margin -525%  251% 82% 164% 16.5%
MNet Profit Margin 526% 213% 8.0% 157% 15.7%
Key Ratios

ROE 297%  10.7% 3.4% 6.9% 6.9%
ROA -21.0% 7.9% 2.7% 5.4% 5.4%

Current Price as of: 26 June
Source: PSHK Est.
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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 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.
© 2023 Phillip Securities (Hong Kong) Limited
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Phillip Securities Pte Ltd
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Singapore 179101
Tel : (65) 6533 6001 Fax: (65) 6535 3834
www.phillip.com.sg
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PT Phillip Securities Indonesia
ANZ Tower Level 23B, JI Jend Sudirman Kav 33A,
Jakarta 10220, Indonesia
Tel (62) 21 5790 0800 Fax: (62) 21 5790 0809
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 2268 0999 Fax: (66) 2 2268 0921
www.phillip.co.th

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

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3, Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur
Tel (60) 3 2162 8841 Fax (60) 3 2166 5099
WWW.poems.com.my

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd.

No 436 Heng Feng Road, Green Tech Tower Unit 604

Shanghai 200 070
Tel (86) 21 5169 9400 Fax: (86) 21 6091 1155
www.phillip.com.cn

FRANCE
King & Shaxson Capital Ltd.
3rd Floor, 35 Rue de la Bienfaisance
75008 Paris France
Tel (33) 14563 3100 Fax : (33) 1 4563 6017
www.kingandshaxson.com
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PhillipCapital Australia
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Melbourne VIC 3000
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www.phillipcapital.com.au
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Phillip Securities (HK) Ltd
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www.phillip.com.hk
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Phillip Securities Japan, Ltd
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www.phillip.co.jp
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www.phillipcapital.in

UNITED KINGDOM
King & Shaxson Ltd.
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Asha Phillip Securities Limited
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