EQUITY RESEARCH

FLAT GLASS (ssss iy

FY25Q3 Saw Significant Improve, as the Anti-Excessive

Competition Measures Strengthened
Hong Kong | Industrial Goods | Update Report

Investment Summary

Significant Performance Improvement in Q3 2025

According to the Company's announcement, in the first three quarters of 2025, Flat Glass
Group Co., Ltd. recorded revenue of RMB12.464 billion (RMB, the same below), down 14.7%
yoy, and net profit attributable to the parent company of RMB638 million, down 50.8% yoy.
Specifically, the Company recorded revenue of RMB4.079/3.658/4.727 billion in Q1/Q2/Q3,
down 28.8%/26.4%/up 21.0% yoy and flat/-10.3%/up 29.2% qoq; net profit attributable to
the parent company amounted to RMB106/155/376 million, down 86.0%/79.0%/up 285.5%
yoy and up 136.7%/46.0%/142.9% qoq, respectively. The results showed a trend of
improvement quarter by quarter, with particularly notable growth in Q3.

Anti-Excessive Competition Measures Strengthened, Driving Recovery in Profitability

The performance improvement was mainly driven by the accelerated inventory de-stocking
that led to a recovery in industry prosperity, easing of cost pressures, and the support from
overseas business (accounting for approximately 30%).

In 2025, the photovoltaic (PV) industry intensified its efforts to curb excessive competition.
As of July 2025, the cold-repair capacity in the PV glass industry reached 7,750 tonnes/day,
reducing the domestic operating capacity to 89 thousand tonnes/day—a decline of
approximately 22.4% from the peak of 114.7 thousand tonnes/day in November 2024. This
accelerated capacity reduction strengthened supply-side constraints, which supported PV
glass price stabilisation. In July, prices bottomed out, followed by a rebound in August. In
September, the price of 2.0mm PV glass rose 18% month-on-month to RMB13 - 13.5/sq.m,
recovering approximately 25% from July’ s RMB10.5/sg.m.

The Company’ s gross margin for the first three quarters was 15.1%, down 3.9 ppts yoy. In
Q3, gross margin reached 16.8%, up 10.8 ppts yoy and 0.1 ppt qoq, benefiting from
increased shipments driven by price recovery, a decline in soda ash costs, and support from
high-margin overseas business. The Q3 period expense ratio stood at 6.9%, down 3.7 ppts
yoy and 0.6 ppt goq, mainly attributable to scale effects. Additionally, a reversal of asset
impairment losses of RMB80 million in Q3 further boosted profit. As a result, the Q3 net
profit margin attributable to the parent company rose to 7.96%, up 13.2 ppts yoy and 3.7
ppts qogq.

Industry Expected to Maintain Weak Balance in Q4

As of early November 2025, PV glass prices declined slightly due to weakening demand
support, and industry inventories showed an increasing trend. The mainstream transaction
price for 2.0mm PV glass was around RMB12.5 - 13/sq.m. However, considering the onset
of the heating season and the resulting increase in natural gas prices, cost support is
expected to limit the extent of price fluctuations. Benefiting from its advantages in
technology, scale, capital, and clientele, the Company’ s cost advantages will become more
prominent as market prices decline, potentially leading to an expansion in market share.
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The Company showed a clear downward trend in inventory in Q3. As of the end of Q3
2025, the Company’ s inventory balance stood at approximately RMB1.207 billion,
down RMB751 million goq, with a possible slight rebound in Q4. As of the end of
September 2025, the Company’ s cumulative operating capacity totalled 16,400
tonnes/day, down 15% from the beginning of the year. The Company’ s two lines in
Anhui (2,400 tonnes/day) and four lines in Nantong (4,800 tonnes/day) will
commence operation based on market conditions. The two new production lines in
Indonesia (3,200 tonnes/day) are expected to have a long construction period and
will not commence production for at least two years.

Investment Thesis

Despite short-term pressure on industry prices, as a leading PV glass manufacturer,
Flat Glass remains an industry leader in both scale and profitability. With continuous
expansion of its overseas capacity, its profitability is expected to reach new heights.
We expected the company's EPS for 2025/2026/2027 to be 0.41/0.68/0.95 yuan,
respectively, and adjust the target price to HK$14.4, corresponding to a valuation
ratios of 32.3/19.5/13.8x P/E and 1.4/1.3/1.2x P/B for the respective years, with an
downgrade rating to "Accumulate." (Closing price as at 13 November 2025)

P/E Band

— B2
23.953x
18.846x

—13.739

— 8.632x
3.525x

Source: Wind, Phillip Securities Hong Kong Research
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Financials

FYE DEC FY23 FY24 FY25F FY26F FY27F
Valuation Ratios

P/E (X), adj. 9.7 275 28.2 17.0 12.1

P/B (X) 1.2 1.3 1.2 1.1 1.1

Dividend Payout Ratio (%) 52.4% 30.2% 31.8% 26.5% 27.3%
Dividend Yield (%) 5.4% 1.1% 1.1% 1.6% 2.3%
Per share data (RMB)

EPS, (Basic) 1.18 0.43 0.41 0.68 0.95
EPS, (Diluted) 1.18 0.43 0.41 0.68 0.95
DPS 0.62 0.13 0.13 0.18 0.26
BVPS 9.50 9.28 9.54 10.08 10.84
Growth & Margins (%)

Growth

Revenue 39.2% -13.2% -13.5% 15.1% 20.9%
EBIT 47.7% -56.5% -1.7% 44.7% 38.3%
Net Income, ad. 30.0% -63.5% -4.8% 65.9% 40.6%
Margins

Gross margin 20.9% 14.4% 15.1% 16.9% 18.3%
EBIT margin 16.4% 8.2% 9.3% 1M1.7% 13.4%
Net Profit Margin 12.8% 5.4% 5.9% 8.5% 9.9%
Key Ratios

ROE 14.7% 4.6% 4.3% 6.9% 9.1%

Income Statement (RMB mn)

Revenue 21524 18683 16156 18593 22477
Gross profit 4495 2699 2440 3142 4113
EBIT 3535 1536 1510 2184 3021
Profit before tax 3052 1129 1116 1849 2616
Tax -289 -112 -142 -240 -356
Profit for the period 2763 1016 974 1609 2260
Minority interests 3 10 16 20 26
Total capital share 2339 2339 2343 2343 2343
Net profit 2760 1007 958 1589 2234
Source: PSR

(Closing price as at 13 November 2025)
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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.
© 2025 Phillip Securities (Hong Kong) Limited
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