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Industry and Company Focus

CNBM (03323 HK): 3Q16 Results in-line

Analyst: Sean Xiang
® What happened: CNBM (“the Company”) announced its 9M16 results:

9M16 (RMB 9M15 (RMB YoY% 3016 (RMB 3015 (RMB
YoY%
mn) mn) mn) mn)

Revenue 70,322.0 76,954.5 -8.6% 26,218.3 28,615.4 -8.4%
Gross profit 18,486.3 19,644.3 -5.9% 7.196.8 7,755.8 7.2%
Shareholder’s 7183 755.8 -5.0% 608.5 -35.8 1798.4%

profit
EPS (RMB) 0.133 0.140 -5.0% 0.113 n.a. 1798.4%

Source: the Company.

® Comments and Views: CNBM’s 9M16 results were in-line with our forecasts. 9M16 revenue recorded
RMB70,322.0 million, down by 8.6% YoY and represents 71.8% of our annual forecasts. 9M16 gross
profit declined by 5.9% YoY owing to a lower ASP YoY during the first nine months in 2016.
Shareholders’ net profit was down by 5.0% YoY. CNBM’s 9M16 gross profit margin recorded 26.3%,
improved by 0.8 ppt compared to the margin in 9M15, while 3Q16 gross profit margin was 27.4%, up by
0.3 ppt Yov.

® Investment suggestion: Although CNBM’s 9M16 earnings improved as compared with 9M15, we see
CNBM’s 9M16 gross profit growth was worse than the 1H16 results (9M16 down by 5.9% YoY vs. 1H16
down by 5.0% YoY). While 9M16 and 1H16 revenue growths were roughly identical, the pull back of the
growth in gross profit was mainly attributable to the rising coal prices during 3Q16. Specifically, as
CNBM has exposures to the Northeastern and Southwestern cement market, where these two markets
were relatively weaker as compared with the Eastern and Southern market in terms of cement prices
improvements during 3Q16 (which had limited price hikes during 3Q16), the effects of national cement
price hikes in 3Q16 to CNBM'’s consolidated ASP were not able to fully offset the rising coal prices
during 3Q16. As such, gross profit growth declined during 3Q16. As we do not expect further notable
cement price hikes to occur in Eastern, Northeastern and Southwestern China in the reaming two
months in 2016, outlook for CNBM'’s gross profit growth and margins might not be optimistic in 4Q16.
Since the 9M16 earnings were in-line with our annual estimations, we maintain the HK$3.60 TP and the
“Neutral” investment rating.

Latest Reports
Nil.

Newly Published Key Economic Data for China, US and Europe
Hh 3E BR BT A ) E R L FF AR

Current

Country Indicator Data Period value MoM / QoQ YoY Market Consensus
HEX £ e e L AR Gil=m:] T35 —BHH
Europe CPI Estimate (yoy) October

el CPITi N [7] Eb 3 1 10H 0.5% 0.1ppts 0.5ppts 0.5%
Europe GDP (yoy) 3Q

e GDPIA L hs = 1.6% 0.0ppt (0.4)ppts 1.6%

Source: Eurostat, Bloomberg.
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Chinese Translation FXX##*

AL AN T R

FEEM (03323 HK): 2016 FFE=F W EHEFA L

TR TR

B hEEM AR AT 2016 FET LA H LS

2016 EEEH 94 2015FH 94 I ELo% Q016 ESHE 2015 FSER

A (ﬁgm A (ﬁgwe EFART)  (EHARM) FIF%

ON 70,322.0 76,954.5 -8.6% 26,218.3 28,615.4 -8.4%

FHHE 18,486.3 19,644.3 -5.9% 7,196.8 7,755.8 -7.2%

BRER 718.3 755.8 -5.0% 608.5 -35.8 1798.4%

TBEHR (ART) 0.133 0.140 -5.0% 0.113 n.a. 1798.4%

HHpHKIR: LA

PR HEEM 2016 1T 9 N H LGS FRA T T . 2016 417 9 M H WA AR T 703.22
275, [FILL T 8.6%, #H4 TIRATA4ETIMK] 71.8%. 2016 4ERT 9 ™ H B [F L Tk 5.9%, THEZE
BT 2016 = /1L H 5 25 R HIAH LB 17K T S0 A0 BT . % - 1% R [F] LL R BF 5.0%. 1 El 44 2016
ERT 9 MHIEFIRFA 26.3%, 5 2015 11 9 HAHILEGE 0.8 NH 4r &1, JEH 2016 E5 = TR R
MERIZEA 27.4%, FLLIETH 0.3 N EH A

BEEW: SR EEM 2016 F5T 9 N HKDLSH Bk, FRA7TE 2+ [ @M 7E 2016 F57 9 M HIE
FIf B 55T 2016 4F_-4E(2016 £/ 9 N H FF¥ 5.9% vs. 2016 4E - 2F4E[F R % 5.0%). /£ 2016
SERT 9 N HANRT 6 N AW EOR SO R BB O T, BRI 1 [ 32 B B TR 2016 A5 = 2R ARR
Wi KT BARRE, R E@EMERIEMARLX HIZE, 3 HIXHAHX KR 1T 570 45 B
TIT(CE = ZE M AE kA BR) 5 R 7R B A rg b XA LU AR X 5055 DRI IGAE 38 = 22 P4 1) 4 1] 10 /K VR A b 1 6
Hh [ A TR S S A (R B2 I T B AN 2 LSS KT R M A 7 2016 4735 == Lok ik, EF)
(KRS 2016 F28 = A TR . HTRATIALE 2016 F4 FHIH N HER, R TR LXK A
S HE— 4B (0 B (K VR M i R, b [ kA 7E 2016 4F 55 DU 2 11 6 R 4860 7 3 2 10 B B AN 2 TR
BT HT 9 AN A A SHA T FEIY G, A TELERr 3.60 HET i HAR ALK “Adhe” B BEF.

BOHTIR G
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index / NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition
Buy Relative Performance >15%;

or the fundamental outlook of the company or sector is favorable.
Accumulate Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index / NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) Except for Shenzhen International Holdings Limited (00152 HK), the Analysts and their associates do not serve as an officer of the
issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for SMI Holdings Group Limited (00198 HK), China All Access (Holdings) Limited (00633 HK), Guotai Junan International
Holdings Limited (01788 HK), Binhai Investment Company Limited (02886 HK) and Link Holdings Limited (08237 HK), Guotai
Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this
Research Report.

(4) Guotai Junan and its group companies have had investment banking relationships with Zhejiang Expressway- H shares (00576
HK) / Modern Land (01107 HK) / GOME Electrical Appliances (00493 HK) / China Wood Optimization (01885 HK) / Anhui Conch
Cement- H shares (00914 HK) / 361 Degrees (01361 HK) / China All Access (00633 HK) / Huaneng Renewables- H shares (00958
HK) / Hengdeli (03389 HK) / Sundart Holdings Ltd. (01568 HK) / China Dredging Environment Protection (00871 HK) / AviChina
Industry & Technology- H shares (02357 HK) / China Power (02380 HK) / Sinotruk (03808 HK) / Xiao Nan Guo Restaurants (03666
HK) / China Aoyuan Property (03883 HK) / SMI Holdings Group (00198 HK) / Chanjet Information Technology- H shares (01588
HK) / Tianyun International (06836 HK) / China U-Ton (06168 HK) / Huaneng Power- H shares (00902 HK) / Shanghai Electric- H
shares (02727 HK) / Powerlong Real Estate (01238 HK) / Huishang Bank- H shares (03698 HK) / Bosideng (03998 HK) / WH
Group (00288 HK) mentioned in this Research Report within the preceding 12 months.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan
Securities (Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies
covered in research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager,
sponsor, underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form
by sales persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report
may differ or be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai
Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan
does not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some
forward-looking estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently
unpredictable and mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment
objectives and its related risks, and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or
located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or
which would subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2016 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793 Website: www.gtja.com.hk
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