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Company Profile

Haichang Ocean Park Holdings Ltd. is a leading marine-life theme park developer and
operator in China. As at 31 December 2022, the Group owned and operated six marine
culture-based theme parks and one theme park under construction, and authorized four
theme parks to use the brand of “Haichang”.

COMPANY DATA

0/S SHARES (MN) : 8063
Investment Summary MARKET CAP (HKD MN) : 9169

52 - WK HI/LO (HKD): 4.285/0.81

Three-year Pandemic Has Caused Pressure and Significant Decline in Performance

The revenue of Haichang Ocean Park decreased by 67.8% to RMB793 million (RMB, the
same below) in 2022 as compared to the previous year, mainly due to the recurring
pandemic affecting the prevention and control guidelines and requirements of the relevant
authorities in various regions, as well as the sell-off of some of the parks at the end of 2021.  SHARE HOLDING PATTERN, %

Shanghai Haichang Ocean Park, the regional focus, had only 280 operating days in 2022, iﬂeq‘ao"" LTtd.A | 47;3
. . . ountain Tai Apollo .
compared to 364 and 289 in 2021 and 2020, respectively. The EBITDA and net profit ORIX Asia Capital Ltd 193

attributable showed a loss of RMB773 million and RMB1,396 million, respectively, compared
to a profit of RMB2.17 billion and RMB845 million in the same period a year earlier.
Excluding the impairment and divestiture of assets, the adjusted EBITDA was -RMB423  PRICEVS. HSI
million, compared to RMB527 million in the same period of the previous year; the adjusted -3“?\'\ M L? y
net profit attributable was -RMB1.06 billion, compared to -RMB570 million in the same \+ ,lw'l '
period of last year. A
From a perspective of department, excluding the RMB837 million revenue gap generated by
the divestiture of parks in 2021, operating revenue of the retained parks for the year 2022 JMIJ.J»L*'*"\W.L\_MA
declined by 24.2% to RMB749 million, from RMB988 million in the previous year. The share - 1_}«».,,
of the revenue in the total rose to 94.4%. Moreover, revenue from the tourism & leisure
services and solutions department decreased to RMB44.0 million, or 5.6% of the total,
mainly due to lower delivery of such projects caused by the pandemic, while the decline is gy FINANCIALS

Source: Phillip Securities (HK) Research

partially offset by that from Haichang Aquarium/Discovery Pavilion. Finally, there was no  ¢ny mn FY21 FY22 FY23E FY24E
revenue from property sales during the period, compared to RMB584 million from the  NetSales 2460 793 2278 3067
department in the same period last year. Net Profit 845 -1396 123 364
In terms of operating costs, total costs fell 38.4% yoy to RMB1072 million, a smaller decline  EPS, CNY 011 -017 0.03 0.5
than the drop in revenue, as theme park costs are relatively fixed. As a result, the Company  P/E x 87 NA 386 229

BVPS, CNY 047 033 035 040

registered a gross loss of RMB280 million, compared to a gross profit of RMB720 million a

year earlier. The gross margin fell to -35.2% from 29.3% last year, while that in the normal E/PBSV(’HXKD) 0268 036(1) 026(9) 0268
years before the pandemic was between 45-55%. The departmental gross margin for the  py vield (%) 0.0% 0.0% 00% 0.0%
theme parks hit hard by the pandemic, dropped from 23% to -39.4%. The asset-light tourism
& leisure services and solutions department was also hit by the pandemic, recording a gross
margin of only 15.7% in 2022. Zhang lJing ((+ 86 021-62116752)
Sales expenses slumped by approximately 62.3% yoy to RMB85.0 million, mainly due to the  zhangjing@phillip.com.cn
significant reduction in sales and marketing expenses during the pandemic and the expenses

of the parks divested that were no longer recorded. Administrative expenses fell by

approximately 47.2% to RMB606 million, mainly caused by a higher base last year and the

expenses of the parks divested that were no longer recorded. Similarly, financial expenses

decreased by 35.7% yoy to RMB315 million due to the sell-off of assets for debt repayment,

which significantly reduced debt ratio and financial pressure.

Source: Company reports, Phillip Securities Est.
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With the Gradual Recovery of Tourism Demand after the Pandemic, Shanghai Park
Has Recovered Rapidly and Its Performance Is Expected to Rebound

After the pandemic, along with the accelerated recovery in the consumer market, the
domestic tourism market has fully rallied since 2023, and the Company's theme parks
have seen a rapid rebound in various business types. According to data released by
the Company, the average daily number of visitors received by its theme parks during
the May Day period recovered to 104.9% growth over the same period in 2019, with
an increase of 73.5% in turnover. During the Dragon Boat Festival, the number of
visitors received by the parks increased by more than 20% compared with the same
period in 2019, including a 40% increase in Shanghai Park. In addition, due to the
faster recovery of individual travel compared to group travel and the continuous
implementation of IP, the unit price has seen a sharp rise compared with that in the
past. In addition to the rapid rebound of the existing projects, the Haichang Jingiao
Penguin Hotel adjacent to Shanghai Park is set to open in 2024. Phase Il project of
Shanghai Park, under expansion through an asset-light model, is expected to open in
2025 and will encompass elements such as hot spring hotel, ocean hotel, ocean
discovery centre, and commercial street, and the Phase Il project is also under
planning. The capacity of the Shanghai Park and the stay time of tourists will then be
enhanced. What's more, Zhengzhou Park, with a total area equivalent to 140% of
Shanghai Park, is in the final stage of construction, with Phase | expected to open in
H2 of 2023 and Phase Il in 2024. The 2-hour transportation circle can include 450
million people. The Company's theme park business is rapidly taking off again as new
flagship projects are put into operation, which are expected to gradually turn the
huge investment made in the previous years into revenue.

Asset-light Projects Are Accelerating and IP Strategy Is Developing Further

In terms of asset-light business, the Company has nearly 20 years of experience in
cultural and tourism operation, and is able to provide mature solutions for the entire
industry chain. The Boutique Ocean Pavilion is an asset-light project system that the
Company is currently promoting rapidly. Since the first batch of 5 Haichang
Aquariums/Discovery Pavilions came out on May 1, 2022, 25 have been developed by
the end of April 2023. It is expected to reach 50 by the end of this year, and in the
future, it is planned to put 100 into operation in 3-4 years. In addition, the Children's
Ice and Snow Centre, jointly constructed and operated by the Company in April this
year, opened in Shenzhen. It is another asset-light project system launched by the
Company and is expected to be successfully replicated and promoted in the future.
We believe that the operation of asset-light projects will gradually improve the
Company's gross margin and ease the financial pressure.

In recent years, the Company has been focusing on building a new growth curve with
IP as the core, and is now developing further, including continuously enriching the
existing IP, introducing and developing external IPs such as Ultraman/One Piece/Baby
Shark/Making Havoc in Heaven, and creating its own IPs, such as Sea-Land Mecha. In
July 2022 and January 2023, the world's first Ultraman-themed entertainment zone
and hotel opened in Shanghai Park, making remarkable results in enriching the
playing experience, enhancing the loyalty of tourists and increasing the proportion of
secondary sales. With the rapid replication of the core IP-driven strategy and model
innovation in other Haichang parks, IP Operation and New Consumption is
accelerating to become a new driver of profit growth.

Investment Thesis

The Company has gradually formed a multi-level business ecosystem development
direction for the theme park operation, the IP operation and expansion, the tourism
& leisure services and solutions output business. China's marine-life theme park
industry has huge growth prospects and high barriers to entry. The Company's
business belongs to the industry's first echelon, and it is expected to continue to
benefit from the prosperity of domestic tourism consumption in the future.
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We expect the company's net profit for 2023/2024/2025 to reach 123/364/765
million yuan and the target price of HK$1.5, corresponding to 2023/2024/2025
51.3/30.3/14.6x P/E, Buy rating. (Closing price as at 24 July)

Peer Comparison

BEst

et B M Cap (USD mil) P/E P/EAFY ROE

2255 HK Equity RagFsE 123 NA 108.00 -35.90
600593 CH Equity AEZET 289 NA NA -29.30
002159 CH Equity =4$%id 441 NA 29.10 -6.51
300144 CHEquity RIRZ 468 307.60 3550 088
SEAS US Equity AR RN B R 340 1144 1079 #N/AN/A
SIX US Equity NERRAT 204 1493 1157 #N/AN/A
FUN US Equity Cedar FairgFR&1k 4 192 1639 11.62 #N/AN/A

Source: Bloomberg, Phillip Securities Hong Kong Research

Forward Best EV/ﬂI‘EBITA,P/S

2255 HK Equity

Source: Bloomberg, Phillip Securities Hong Kong Research
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Financials

FYE DEC FY19 FY20 FY21 FY22 FY23F FY24F FY25F
Valuation Ratios

P/E (X), adj. 3224 NA 87 NA 386 29 1.0
P/B (X) 1.8 26 20 31 29 26 21
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.3%
Per share data (RMB)

EPS, (Basic) 0.00 0.18 0.11 017 0.03 0.05 0.09
EPS, (Diluted) 0.00 0.18 0.11 017 0.03 0.05 0.09
DPS 0.00 0.00 0.00 0.00 0.00 0.00 0.00
BVPS 0.55 0.37 0.47 033 035 040 049
Growth & Margins (%)

Growth

Revenue 565%  -58.3%  1106%  67.8%  187.3% 34.6% 30.4%
EBIT 511%  -2299%  -2921%  -1624%  -1401% 85.1% 71.8%
Net Income, ad. -366% -5888.0%  -1982%  -2652%  -1088%  195.5% 110.0%
Margins

Gross margin 459%  -11.1% 293%  -351% 47.4% 53.0% 56.0%
EBIT margin 253%  -78.8% 719%  -139.2% 19.4% 26.7% 30.2%
Net Profit Margin 09%  -124.3% 43%  -176.0% 54% 11.9% 19.1%
Key Ratios

ROE 06%  -39.7% 2052%  -435% 7.9% 12.1% 21.2%
Income Statement (RMB mn)

Revenue 2802 1168 2480 793 278 3067 3998
Gross profit 1285 -129 721 -219 1080 1626 2239
EBIT 709 -020 1768 -1104 443 819 1407
Proft before tax 175 -1,518 1,197 -1418 158 525 1128
Tax -144 39 -363 10 -30 -142 -338
Profit for the period 31 -1,478 834 -1,409 128 383 790
Minority interests 6 27 -1 13 ) 19 25
Total capital share 4000 4000 4000 8063 8063 8063 8063
Net profit 25 -1452 845 -1396 123 364 765
Source: PSR

(Closing price as at 24 July)
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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.
© 2023 Phillip Securities (Hong Kong) Limited
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