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Industry and Company Focus

Nil.

Latest Reports

PICC P&C (02328 HK):Non-auto Underwriting Loss in FY16, But Outlook Remains Positive,
Maintain “Accumulate”

Rating: Accumulate 6-18m TP: HK$15.25

Analyst: Wiley Huang Report Date: 2017-06-12

Summary

® PICC P&C’s 1Q17 net profit increased 8.8% yoy to RMB4,621 million. Looking at 2016 results, shareholders’

profit was RMB18,020 million, down 17.5% yoy. Despite that combined ratio increased to 98.1%, the
consolidation of profit from Hua Xia Bank alleviated the drop. Underwriting profit dropped 41.6% yoy to
RMB5,024 million due to higher disaster claims in 2H16 in agriculture and commercial property product lines. Net
realised and unrealised gains dropped 81.5% in 2016 as a result of the fluctuation in the capital market.

We expect premium growth of motor insurance to slow down as new car sales are cooling down. The
combined ratio should remain stable after a 0.5 ppt decrease triggered by pricing reform. We believe the
combined ratio has reached a balanced level, where further increases in expense ratio should be offset by potential
decreases in loss ratio.

We set target price at HKD15.25 per share and maintain investment rating of “Accumulate”. Our investment
thesis includes: 1/ benefit from commercial motor pricing reform as market leader and 2/ great opportunities for
liability and agricultural insurance.

HK and China Gas (00003 HK): Leading Gas Distributor in Hong Kong and Mainland China

Rating: Buy 6-18m TP: HK$17.97

Analyst: Kevin Guo Report Date: 2017-06-12

Summary

® The golden age of gas in China is expected to persist. The need to adjust energy consumption structure,

sufficient gas supply, nearly completed pipeline systems and relatively low price will support growth of the gas
market.

The Hong Kong and China Gas Company (“HK and China Gas” or the “Company”) is one of the largest
energy suppliers in Hong Kong and is a leading energy supplier in the greater China region. The Company
operates 131 city gas projects in 23 provinces, with a total of about 23 million customers at the end of 2016.

We expect the total sale of piped natural gas of the Company to grow by 6.0%, 7.5% and 7.5% from
2017-2019, respectively.

We expect total revenue of the Company to increase by 10.6%, 7.0% and 6.9% from 2017-2019, respectively.
The Hong Kong market is expected to contribute stable profit while the mainland China market is expected to
increase steadily.

The EPS of the Company is expected to increase by 3.3%, 6.7% and 7.8% to HK$ 0.596, HK$ 0.636 and
HK$ 0.685 in 2017-2019, respectively.

Initiate coverage with “Buy” rating and TP of HK$ 17.97. The Company is benefitting from fast growth of gas
consumption in mainland China and also enjoys stable profitability in the Hong Kong gas market.
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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 (02969 HK), Guotai Junan International Holdings Limited (01788 HK), Binhai Investment Company
Limited (02886 HK), Link Holdings Limited (08237 HK), GFI MSCI A I-R (CNY) (83156 HK) ,GFI MSCI A (03156 HK), China Minsheng
Banking-H shares (01988 HK) and CAM SCSMALLCAP(03157 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 Modern Land (01107 HK) / China Aoyuan Property
(03883 HK) / Evergrande Real Estate (03333 HK) / GOME Electrical Appliances (00493 HK) / Dongjiang Environmental- H shares (00895
HK) / Xiao Nan Guo Restaurants (03666 HK) / Sundart Holdings Ltd. (01568 HK) / China Singyes Solar Technologies (00750 HK) / China
Wood Optimization (01885 HK) / Anhui Conch Cement- H shares (00914 HK) / 361 Degrees (01361 HK) / Powerlong Real Estate (01238
HK) / Huaneng Renewables- H shares (00958 HK) / Huaneng Power- H shares (00902 HK) / AviChina Industry & Technology- H shares
(02357 HK) / Sinotruk (03808 HK) / Tianyun International (06836 HK) / Huishang Bank- H shares (03698 HK) mentioned in this Research
Report within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities mentioned in this Research Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of any issuers mentioned in this Research
Report. There is no officer of any issuers mentioned in this Research Report associated with Guotai Junan and its group companies.

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, 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.

© 2017 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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