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The situation in the Red Sea continues to be tense and freight rates are
expected to rise

China | Transportation |

Overview

COSCO Shipping Holdings (01919.HK) is the listed flagship enterprise and capital platform of
COSCO Shipping Group’s main business of shipping and terminal operations. The company
has global routes, with more than 263 international routes, being attached at 594 ports in
144 countries and regions around the world, with a self-operated shipping capacity of
approximately 3 million TEUs. As for ports, the company operates and manages 224
container berths around the world, with a total annual design and processing Capacity of
141 million TEUs; the company's SynCon Hub platform provides customers with one-stop
digital supply chain services.

Company Performance review

The company's Q1 revenue in 2024 was 48.27 billion yuan (RMB, the same as below), an
increase of 1.94% YoY; the net profit attributable to shareholders of listed companies was
6.76 billion yuan, a decrease of 5.23% YoY; EPS was 0.42 yuan, a decrease of 4.55 % YoY. The
decrease in profits was mainly due to the fact that the container shipping industry was
facing many challenges such as weakening transportation and demand, rising capacity
supply, and geopolitical tensions. The market freight level has dropped significantly
compared with 2022. Since the growth in demand is far less than the growth in shipping
capacity, the container shipping market shifted from a weak balance between supply and
demand to oversupply from 2023. At the end of 2023, tensions in the Red Sea continued to
escalate, and the supply and demand relationship had been improved in the short term, but
it did not change the situation of wide supply and weak demand in the container shipping
market.

Industry Analysis

The Baltic Dry Bulk Index (BDI) index measures the transportation costs of iron ore, coal,
grain, etc. It is a leading indicator of the global economy. It is calculated by the weight of
40% BCl, 30% BPI, and 30% BSI. It is the economic indicator of the shipping industry.
Indicator, including changes in dry bulk trading volumes in the shipping industry. The BDTI
index mainly measures oil transportation situations.
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Figure 2 : BDTI

[RimiEmiEE(BDTI)

2,800 2800
2 4uu: ;z 400
2 nnu: ;2 000
1,600. | I 1,600

800 {800

T T T T T T T T T T T T
21-05-21 21-09-30 21-12:31 22:03-31 22-06-30 22-08-30 22-12-31 23-03-31 23-06-30 23-08-30 23-12-31 24-03-31 24-05-2

IR : WIND - PSHK

The Red Sea incident caused a large number of containers to bypass the Cape of
Good Hope, but the supply chain disruption caused by it has not yet fully realized. As
the situation continues to fail to cool down, it may have long-term effects. As can be
seen from Figure 1, the BDI index has also continued to rise, hitting a multi-month
high position, and the freight rate center is expected to grow further. As shown in
Figure 2, the BDTI index is also at a high level.

The China Export Container Freight Index (CCFI) selects 12 routes as representatives
among the numerous export container shipping routes, and calculates the freight
index based on the freight rates and container volumes of these routes. The data
reflects real-time price trends of container shipping exported from China ports. As
can be seen from Figure 3, the CCFI composite index has increased significantly
compared with last year.

Figure 3 : China Export Container Freight Index ( CCFI )
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Company Business

In 2023, the cargo volume of the group's container shipping business was 24.41
million TEUs, a decrease of 3.51% compared with the same period last year. As of the
end of March 2024, the group's operating fleet includes 510 container ships, with a
shipping capacity of 3.11 million TEUs. The group's cargo volumes (TEU) in 2023 by
route were as below: Trans-Pacific 4.26 million, a decrease of 5.5% YoY; Eurasia
(including the Mediterranean) 4.36 million, a decrease of 4.04% YoY; Asia area
(including Australia) 7.80 million, a decrease of 2.3% YoY; other international
(including Atlantic) 2.62 million, a decrease of 3.07% YoY; Mainland China 4.32 million,
a decrease of 3.45% YoY, totaling 23.56 million, a decrease of 3.51% YoY.
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Figure 4: Freight volume
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In 2023, the group's route revenue by route was as below: Trans-Pacific 40.41 billion
yuan, a decrease of 64.89% YoY; Eurasia (including the Mediterranean) 32.94 billion
yuan, a decrease of 66.14% YoY; Asia area (including Australia) 43.83 billion yuan, a
decrease of 51.02% YoY; other international (including Atlantic) 25.87 billion yuan, a
decrease of 50.02% YoY; mainland China 11.43 billion yuan, a decrease of 11.54% YoY.

Figure 5: Revenue by different routes
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Valuation and recommendation

COSCO SHIPPING Holdings is assisting the Silk Road Sea and ASEAN routes have been
upgraded. At the end of 2023, two new Southeast Asia routes operated by NEW
GOLDEN SEA SHIPPING PTE.LTD, a subsidiary of COSCO SHIPPING Holdings, departed
from Tianjin and Shanghai. In January 2024, NEW GOLDEN SEA SHIPPING PTE.LTD
launched two new South Asia route services. Against the background of increasingly
close economic and trade exchanges between Northeast China and India, COSCO
SHIPPING Holdings continues to optimize the layout of the South Asia route service
network and increase the coverage of the foreign trade route network in Northeast
China. On January 11, 2024, the first foreign trade container directly to India line (the
route "Dalian-India" Express (CIX3) was officially opened for operation at the CSP
Dalian Container Terminal under COSCO SHIPPING Holdings. It fills the gap in direct
shipping services from Dalian Port to India, opens up the maritime logistics channel
from Northeast China to South Asia, and realizes the first shipping with full goods. In
February, 2024, COSCO Shipping Lines (Morocco) was officially launched and started
operations in Casablanca, which means that COSCO Shipping Lines has embarked on
a new journey in its business development in Northwest Africa. In March, 2024, the
Ocean Alliance, where the company's dual brands are located, released DAY8 route
products. The products maintain the stability and consistency of services. A total of
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approximately 355 ships, approximately 4.82 million TEU transport capacity, and
more than 480 sets of direct port-to-port services have been invested.

Looking forward to 2024, with the interest rate hike cycle in Europe and the United
States coming to an end, inventory replenishment in Europe and the United States
restarting, the "One Belt and One Road" deepening cooperation, and the rise of
emerging markets, global commodity trade is expected to restart and recover, which
may drive the growth of global container shipping market demand. From the industry
perspective, the EU will cancel the antitrust exemption for the liner industry this year,
coupled with changes and adjustments in the global container shipping alliance,
market competition may become more intense.

The Red Sea incident has had a greater impact on the entire shipping industry, mainly
because this area is the most economical and convenient shipping channel
connecting Europe and Asia. The current detour will undoubtedly significantly
increase transportation time and transportation costs. The resolution of the Red Sea
crisis depends on when the conflict between Hamas and Israel ends. In view of the
current situation and the fact that many impacts have not yet been fully realized,
freight rates are still expected to rise in the second quarter.

We predict that the company's revenue will be 236.86 billion yuan and 248.70 billion
yuan respectively in 2024 and 2025, with EPS of 1.59/1.66 yuan; BVPS of 13.4 and
14.4, corresponding to P/B of 0.83/0.77x. The company's average P/B in the past
three years is about 1.13. The current situation in the Red Sea is still volatile. The
company is given a 0.95x P/B in 2024 and an "Accumulate" rating of 13.72. (Current
price as of May 23)

Figure 6: PB Curve
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Risk factors
Macro-environmental risks, geopolitical risks, lower-than-expected freight rates, and
deteriorating competitive situation risks.
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Financial

Consolidated Statement of Profit or Loss

Dec Y/E, RMB mn 2021 2022 2023 2024E 2025E
REVENUE 333693.9 3910585 1754477 2368545 2486972
Cost of senvices -193576.6 -220580.5 -147860.4 -201326.3 -2113926
Gross profit 1401173 1704779 275873 35528.2 37304.6
Other income 15421 4663.2 5135.0 48991 48991
Other expenses -805.4 -310.8 -15.4 -15.4 -15.4
et impairment losses on financial assets -181.2 =357 2252 947 947
Selling, administrative and general expenses -123264 117957 -8231.6 -9002.1 -9452.2
Operating profit 128346.3 162998.8 246404 314445 32770.8
Sinance income 1110.3 5705.7 4739 6772.8 7111.4
Sinance costs -3833.3 -3840.6 -3735.4 -4031.6 -4233.2
et finance income/(costs) -2723.0 18651 37384 21111 2878.2
Share of profits less losses of:

- Joint ventures 694.5 650.0 606.0 660.0 660.0
- associates 1688.8 1662.0 4091.8 2480.9 2480.9
Srofit before income tax from continuing operatic  128006.5 167176.0 33076.7 373265 38789.9
ncome tax expenses 241012  -35638.6 -1681.0 -6755.9 -7020.7
Srofit for the year from continuing operations 1039054 1315374 283957 30570.7 31769.2
Profit for the year 1039054 1315374 28395.7  30570.7  31769.2
Profit attributable to:

— Equity holders of the Company 8934689 1097925 238603 256879 266949
— Mon-controlling interests 145564 217449 45354 48828 50742

Key Financial Data

Dec Y/E FY21 FY22 FY23 FY24E FY25E
Valutation Ratio

P/E ratio 20 1.6 7.5 6.9 6.7
Dividend Yield, % 7.86% 30.73% 6.69% 7.18% 7.46%
Per share data(RMB)

EPS 5.59 6.64 1.48 1.59 1.66
BVPS 6.4 12.5 12.2 13.4 14.4
DPS{HKD) 0.98 3.684 0.83 0.90 0.93
Growth & Margin

Growth

Revenue Growth 94.85% 17.19% NAA 35.00% 5.00%
Gross Profit Growth 480.39%  21.67% A& 28.78% 5.00%
EBIT Growth 817.76%  30.60% A& 12.85% 3.92%
Met Profit Growth 687.91%  26.59% AR 7.66% 3.92%
Margin

Gross Profit Margin 41.99%  43.59% 15.72% 15.00% 15.00%
EBIT Margin 38.36%  42.75% 18.85% 15.76% 15.60%
Met Profit Margin 3114%  33.64% 16.18% 12.91% 12.77%
Key Ratios

ROE 8.90% 6.32% 6.63% 6.07% 5.57%
ROA 3.86% 3.14% 3.48% 3.23% 3.13%
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Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY21 FY22 FY23 FY24E FY25E
Current assets

Inventories 5409.2 7017.0 6561.4 60674 6370.7
Accounts receivable 180371 16762.3 13392.9 16871.8 17715.4
Cash and cash equivalents 1784286 2356139 1811133 2169899 2327698
Others 12467 7 17497 7 13974 1613.9 1830.3
Total current assets 203121.5 261143.0 202464.9 241543.0 258686.2
Non-current assets

PPE 1751903 188011.8 188756.0 1825705 176587.7
Others 35963.3 627753 712054 749879 788509
Total non-current assets 2111536 2507871 2599644 2575584 2554386
Total Assets 4142751 5119301 4624294 4991014 5141248
Current liabilities

Accounts and bills payables 870518 1297624 1060404 1312758 1378396
Bank borrowings 1655.7 22418 2417 5 2447 8 2569.0
Others 326581 274598 18865.8 1658688 165564
Total current liabilities 1213655 159464.0 1273268 1495924 1559649
Non-current liabilities

Bank borrowings 59256.8 347591 327408 323414 278014
Others 54192.8 639139 591424 515679 411457
Total non-current liabilities 1134495 98673.0 918831 83909.3 68947.1
Total liabilities 2348151 2581370 2192099 2335017 2249120
Equity attributable to equity holders of the Company 133693.8 200590.7 1961153 215206.4 2315645
Naon-controlling interests 45766.2 532024 471042 50393.3 57645.3
Total equity 179460.0 2537931 2432195 265599.7 289212.8
Total liabilities and equity 4142751 5119301 4624294 4991014 5141248

Consolidated Statement of Cash Flow

Dec Y/E, RMB mn 2021 2022 2023 2024E 2025E
CFO 171008.5 196798.8 226121 744143  56694.2
Profit before tax 128006.5 167176.0 330767 373265 387899
Depreciation and Amortization 131614 204383 195359 18042.7 174514
Change in working capital 382556 366371 131354 222504 5416.8
Others " g415.0"7 27452.6" 168651 32053  4963.9
CFI -8498.0 -32976.8 -18350.7 -10876.9  -10580.9
Short term and long term investment, net 1051.9 224853 -3030.0 1486.7 13776
Purchase of property, equipment and intangible asssts 95499 104915 153207 123636 -11958.4
CFF -34789.3 -115377.6 -60021.7 -27660.8 -30333.5
Cash paid for distribution of dividends -1598.7  -13286.5 -8418.8 -2504.2 -2688.8
Cash received from financing 271906 1020912 -516029 -251566  -27644.7
Effect of exchange rate changes on cash

Net Change in Cash 1277212 484444 -557603 358766 157798
Cash, CE and Restricted cash at Beg 52,6654 1784285 2356139 1811133 216,989.9
Restricted currency funds for disbursements -1,958.1 8.7411 1,259.7 0.0 0.0
Cash, CE and Restricted cash at Y/E 178.428.56 235613.9 181,113.3 216,989.9 232,769.8

Current Price as of: 23 May
Source . PSHK Est.
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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 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.
© 2024 Phillip Securities (Hong Kong) Limited
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