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BAGUIO GREEN (1397.Hk)

Driven by both policy dividends and profitability improvement, the leading
position is securely maintained

Hong Kong| Business and Professional Services

Overview

Baguio Green ("Baguio") was established in 1980 and is one of Hong Kong's largest
integrated environmental services groups, providing services such as environmental hygiene,
resource recycling, waste recovery and recycling, green technology, organic fertilizer
production, landscaping projects, pest control, and waste management. The company's
main business is primarily divided into four segments, including: (1) cleaning services; (2)
waste treatment and recycling business; (3) landscaping services; and (4) pest management
business. Its clientele spans various industries and types of organizations, such as
government departments, public organizations, and multinational corporations.

Net Profit Surged in H1 2025, Profitability Improved Significantly

Benefiting from revenue growth in the Cleaning and Landscaping segments, the Company's
revenue for the first half of 2025 reached HKD 1.354 billion, representing a year-on-year
increase of 4.8%. The Cleaning business, being the core operation, generated revenue of
HKD 1.08 billion, up 4% year-on-year, accounting for 79.6% of the total revenue. Revenue
from the Waste Management and Recycling business was HKD 150 million, down 1.4% year-
on-year, accounting for 10.7% of the total revenue. The Landscaping business reported
revenue of HKD 100 million, a significant increase of 40.9% year-on-year, accounting for
7.4% of the total revenue. The Pest Management business generated revenue of HKD 32
million, down 16.7% year-on-year, accounting for 2.3% of the total revenue. Benefiting from
effective cost control and a decrease in financial expenses, the gross profit margin was 9.8%,
an increase of 2.3 percentage points year-on-year. The gross profit for the Cleaning business
was HKD 850 million, an increase of 27.4% year-on-year, with a gross margin of 7.9%, up 1.5
percentage points year-on-year, primarily due to new cleaning service contracts with various
government departments and different organizations. The gross profit for the Waste
Management and Recycling business was HKD 28 million, up 46.6% year-on-year, with a
gross margin of 19.2%, a substantial increase of 6.3 percentage points year-on-year, mainly
driven by the government's active promotion of recycling, significant expansion of the
recycling point network including food waste, which facilitated public participation and
effectively stimulated collection volumes, as well as contributions from the green
technology business. The gross margin for the Landscaping business was 19%, an increase of
5.7 percentage points year-on-year. The gross margin for the Pest Management business
was 3.6%, a decrease of 1.5 percentage points year-on-year. Net profit surged by 128.1%
year-on-year to HKD 59 million. Earnings per share (EPS) for the first half of 2025 already
reached 14.2 HK cents, surpassing the full-year 2024 EPS of 13.0 HK cents, representing a
remarkable year-on-year increase of 142.7%. From 2021 to 2024, the Company's EPS
achieved a compound annual growth rate (CAGR) of 61%. The average accounts receivable
turnover days were 69 days, a decrease of 4 days compared to the end of 2024. The average
accounts payable turnover days were 46 days, a decrease of 8 days compared to the end of
2024, demonstrating improved working capital turnover efficiency and faster collection
times. Net cash generated from operating activities was HKD 200 million, an increase of
36.8% year-on-year. Available cash and bank balances were approximately HKD 291 million,
an increase of 127.1% compared to the end of 2024, further proving the high quality of the
Company's earnings and its sound financial health.

Securing First Large-Scale Marine Cleaning Contract, Marking a Strategic Business
Breakthrough

The company's cleaning services span across various districts in Hong Kong,
comprehensively covering venues such as hospitals, police stations, streets, recreational
facilities, airports, exhibition centers, the public stands of the Jockey Club, and universities.

PhillipCapital

04 Nov 2025

Buy

CMP HKS$1.2

(Closing price as of 31 Oct)
Target 1.55HKD (+29.2%)

COMPANY DATA
0O/S SHARES (MN) : 415
MARKET CAP (HKD bn) : 0.5
52 - WK HI/LO (HKD): 1.22/0.552
SHARE HOLDING PATTERN, %
Wing Hong Ng 67.29%
PRICE VS. HSI
100%
80%
60%
40%
20%
0%
-20%
19“"} Wﬁ’s W‘,a"‘{} WE:P"? x“-dj F@‘; f_@{"
* ® —1}:;?.HK < Hangigenglnd:; *
Source: Phillip Securities (HK) Research
KEY FINANCIALS
HKD mn Fy24 FY25E  FY26E FY2VE
Revenue 2603 2777 3005 3366
Net profit 54 118 128 145
Diluted EPS [HKD) 0.13 0.29 0.31 0.35
P/Eratig, x 9.2 432 39 3.4
Dividend Yield, 32% 7.0% 7.5% 8.5%

Source: Company reports, Phillip Securities Est.

Analyst

Margaret Li (+852 2277 6535)
margaretli@phillip.com.hk

Page | 1 | PHILLIPCAPITAL HONGKONG RESEAREH



\P
I phillipCapital
EQUITY RESEARCH REPORT

The company has been awarded the "Eastern Waters Marine Cleaning Contract" by
the Hong Kong Marine Department. This three-year contract, effective from October
1, 2025, with a total value of HK$150 million, covers key areas of Hong Kong's eastern
waters. These include internationally renowned landmarks like Victoria Harbour,
Central, Causeway Bay, and Tsim Sha Tsui, as well as ecologically sensitive areas such
as Sai Kung and Tolo Harbour. The services encompass marine debris clearance and
the collection of domestic waste from vessels, playing a critical role in protecting
Hong Kong's marine ecosystem and maintaining the city's image. The contract
signifies a crucial breakthrough for Baguio Green, expanding its operational scope
from land to sea, and stands as a significant milestone in its comprehensive
environmental service capabilities. It will help further consolidate the market position
of its core cleaning services business. Furthermore, as a key component of the
environmental services supporting the Hong Kong government's "event-based
economy," the contract strengthens the Group's long-term collaborative relationship
with the government and lays the groundwork for undertaking high-value-added
environmental projects in the future.

Awarded Long-term Government Contracts; Green Technology Monetization
Potential Awaits Verification

Baguio Green is a core service provider for the Hong Kong Environmental Protection
Department (EPD) and plays a pivotal role in the recycling sector. The company
provides collection services for thousands of recycling points across Hong Kong,
covering various materials such as plastics, glass bottles, and waste paper. It has
secured two contracts from the EPD with a total value of HKS$43 million. Both
contracts have a term of 35 months and primarily involve operating the "Green @ Tai
Wo" and "Green @ Po Lam" recycling stations. These are key projects within the
government's "Green Outreach" community recycling network. The high gross profit
margin of the recycling business indicates significant profit elasticity, meaning its
contribution to overall profits will far exceed its revenue share. The company is
actively promoting green technology products, including office food waste recycling
bins, smart scales, and solar-powered compacting recycling bins. It has won a new
contract to supply the government with a new generation of solar-powered waste
compaction bins. In the future, the company is expected to launch more green
technology products, unlocking market potential and securing more new contracts.

Producer Responsibility Scheme (PRS) Expected to Drive Growth in Both Volume
and Price for Baguio Green's Recycling Business

The Producer Responsibility Scheme (PRS) is expected to significantly increase the
recycling volume of plastic beverage containers and beverage cartons. The recycling
volume for plastic bottles and beverage cartons is projected to grow 2-3 times over
the next three years, creating incremental market space for Baguio Green's waste
treatment and recycling business. As a leading recycling service provider in Hong
Kong, the company, leveraging its existing smart recycling technology, government
collaboration foundation, and recycling network advantages, is well-positioned to
handle a majority of the new recycling demand. This is expected to drive the
expansion of its recycling business revenue scale and help maintain high gross
margins, making it a core beneficiary of the PRS implementation.

Investment Thesis

As a leading player in Hong Kong's recycling services industry, Baguio Green is poised
to continue benefiting from policy dividends, including the Plastic Beverage Container
and Beverage Carton Producer Responsibility Scheme and the Northern Metropolis
development. The government is advancing the Northern Metropolis initiative at full
speed, with four new development areas—including Kwu Tung North/Fanling North,
Hung Shui Kiu/Ha Tsuen, Yuen Long South, and the San Tin Technopole—already in
the construction phase. Upon completion, all of Baguio's business segments are
expected to benefit. As of June 30, 2025, the company’s total contract value on hand
amounted to approximately HKS$3.1 billion, of which about HK$1.044 billion is
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expected to be recognized by the end of 2025. This indicates strong short-term
earnings visibility and a solid foundation for long-term growth. Baguio’s customer
base primarily consists of government bodies, quasi-public organizations, and public
utility providers, which collectively contribute 85% of the company’s revenue.
Demand from these clients is relatively resilient to economic cycles, underpinning
stable and sustainable earnings. In addition, the company has maintained a
consistent dividend policy, with a payout ratio of around 30% for five consecutive
years. Baguio management expressed that it is actively seeking suitable merger and
acquisition opportunities—such as property management-related companies—with
the goal of achieving vertical integration across the entire industry chain. If successful,
this could lead to economies of scale, further reducing costs, improving efficiency,
and enhancing profitability. We forecast the company’s EPS for 2025 to 2027 to be 29,
31, and 35 cents, respectively. Our target price is HK$1.55, implying a forward P/E
ratio of 5x for 2026. We assign a "Buy" rating.

Risk factors
Intensifying industry competition; Sharply rising operating costs; Slowing service
demand
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Financial

Consolidated Statement of Profit or Loss

Dec ¥/E, HKD mn FY23 Fy24 FY25E FY26E FYZ2TE
Total Revenue 2328 2803 2777 3005 3366
Cost of sales -2121 -2415 -2504 2707 -3033
Gross profit 205 188 273 287 333
Operating expenses =131 =122 =128 -140 -156
Finance costs -14 -11 -5 =10 -9
Profit before tax 63 65 138 148 168
Income tax expense -14 -5 -15 -20 -23
Profit for the year 43 57 119 128 145
Profit for the year attributable to

— Owners of the Company 47 54 118 128 145
EPS [HKD) 0.11 013 0.29 0.31 0.35
DPS (HKD) 0.03 0.04 0.08 0.09 0.10
Dividend payout ratio 3% 25% 25% 20% 20%
Weighted shares outstanding 415 415 415 415 415

Key Financial Data

Dec Y/E FY23 Fy24 FY25E FY26E FY2T7E
Valutation Ratio

P/E ratio 106 92 42 35 34
Dividend Yield, % 2.8% 3.2% 7.0% 7.5% 8.5%
Per share data(HKD)

EPS 011 013 0.29 0. 0.35
BVPS 0.9 1.0 1.2 1.5 1.7
DPS({HKD) 0.03 0.04 0.08 0.09 0.10
Growth & Margin

Growth

Revenue Growth 25.8% 11.8% 5.7% 8.2% 12.0%
Gross Profit Growth 36.5% -5.6% 44 9% 5.0% 12.0%
Met Profit Growth -5.4% 17.2% 110.7% 7.8% 13.3%
Margin

Gross Profit Margin 8.9% 7.2% 9.8% 5.9% 5.9%
Met Profit Margin 2.1% 22% 4.3% 4.3% 4.3%
Key Ratios

ROE 127% 134% 2314% 211% 20.3%
ROA 4.7% 5.3% 10.7% 10.5% 10.8%
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Consolidated Statement of Financial Position

Dec Y/E, HKD mn F¥Y23 FY24 FY25E FY26E FY27E
Current assets

Inventories 3 2 3 3 3
Accounts receivable 600 555 571 609 673
Cash and cash eguivalents 41 128 23 302 357
Others 40 41 43 45 48
Total current assets 624 725 247 959 1081
Non-current assets

PPE 245 198 180 173 175
Others 83 i ] 88 88
Total current assets 327 2885 288 280 252
Total Assets 1011 1012 1115 1219 1343
Current liabilities

Accounts and billz payables 45 42 50 54 60
Short-term Bank and other loans 183 a1 69 75 24
Others 345 420 424 424 425
Total current liabilities 576 543 543 553 570
Non-current liabilities

Long-term Bank& other loans 0 0 0 0 0
Others 66 55 55 55 55
Total non-current liabilities 66 53 55 55 55
Total liabilities G41 598 598 608 625
Equity attributable to equity holders of the Company 370 412 518 603 716
Non-controling interests -1 2 2 2 2
Total equity 370 414 517 611 718
Total liabilities and equity 1011 1Mz 1115 1219 1343
Consolidated Statement of Cash Flow

Dec Y/E, HKD mn FY23 FY24 FY25E FY26E FY2T7E
CFO 96 262 180 166 157
Met profit before tax 63 66 138 148 163
Change in working capital -135 22 -26 -55 -23
Depreciation and Amertization 85 ar 7z B85 62
Others 24 88 6 10 9
CFl -48 -32 -53 -57 54
Purchase of PPSE -44 -35 -53 =57 54
Short term and long term investment net -5 3 0 0 0
CFF -34 0 144 -34 -39 -38
Cash payments for distribution of dividends, profits or repayment of interest =27 -23 -2 -44 47
Cash received from financing -7 121 -1 [ ]
Net increase in cash and cash eguivalents 12 ar 103 70 55
Cash and cash equivalents at 31 December 4 128 23 302 357

Current Price as of: 31 Oct
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.
© 2025 Phillip Securities (Hong Kong) Limited
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