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Industry and Company Focus

CTIH (00966 HK): Monthly Premiums Declined MoM Across Three Business Lines

Analyst: Dayton Wang

What happened: CTIH (00966 HK) announced unaudited accumulated premium income of its
Mainland China operating subsidiaries after the market closed on August 17. CTIH Life and CTIH P&C
respectively achieved RMB 53.7 billion and RMB 9.1 billion in ytd premium income, up 24.9% and
24.0%. Growth in ytd pension premiums continued to accelerate to 14.5%.

Comments and Views: Monthly premiums wise, all three business lines experienced a MoM drop with
life business declined the most in magnitude (~31.2%) as July is normally the month for less net inflow
of agents. As for 2015F premiums, the reported ytd life and P&C premium income respectively
accounted for 65.4% and 58.2% of our forecasts. We think that CTIH P&C is less exposed to the
accident in Tianjin, as we believe its P&C insurance policies were mainly auto insurance (~82.4% of
total GWP came from auto insurance in FY14) compared to the Top 3 P&C insurers (~76.4% on
average in FY14).

Investment suggestion: CTIH’s share price closed at HKD 22.35 per share on August 17, down
notably by 2.61% during the day. On valuation front, CTIH’ shares have been trading between 0.78x
and 1.41x historical P/ Group EV ytd (~Ytd average: 1.08x). Our current target price is HKD 32.50 per
share (~45.4% absolute upside potential) and we reiterate “Accumulate” investment rating.

Latest Reports

China Yurun Food (01068 HK): Awaiting a White Knight

Rating: Neutral 6-18m TP: HK$2.50

Analyst:  Sunny Kwok Report Date: 2015-08-17

Summary

® Yurun’'s reported and core net loss in 1H15 widened to HK$724 million and HK$675 million due to gross

margin deterioration harmed by rising hog price. Hog slaughtering volume of enterprises above designated size
in China fell by 10.3% YoY in 1H15 and continued to drop by 18.2% YoY in July 2015. YTD hog and pork prices in
China increased by 13.1% and 7.1% YoY, respectively. Narrowing price gap between hog and pork prices is
expected to harm the Company’s gross margin of upstream business.

Yurun targets to achieve 3.7% slaughtering volume growth and 9.9% downstream business sales growth in 2H15.
The Company also expects gross margins of frozen meat, LTMP and HTMP in 2H15 to improve HoH on price hike.
However, profitability of chilled meat is still expected to be under pressure. We expect Yurun to continue to be
loss-making in 2015-2017 on slow recovery of slaughtering and sales growth, mild gross margin
improvement, rigid operating expenses and continuous increase in finance cost.

Yurun’s production plants are valuable to its peers but the Company is in a net debt position of HK$7.5 billion in
1H15 and net debt is expected to keep rising. With reference to capital expenditure of Yurun's peers to valuate
Yurun's PP&E and incorporating a 10% discount, our new TP is HK$2.50 and we maintain “Neutral” on the
Company. Yurun needs a “White Knight” to help the Company to step out from darkness.
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Lenovo Group (00992 HK): Restructuring Plan, “Accumulate”

Rating: Accumulate 6-18m TP: HK$8.10

Analyst: Ricky Lai Report Date: 2015-08-17

Summary

® 1QFY16 net profit was below expectations, due to the appreciation of US dollar and lower than expected product

shipments and ASP. Lenovo is going to lay off 3,200 non-manufacturing workforce with the saving of USD650 million
and USD1.35 hillion in admin costs in FY16-17, respectively, but there will be a one-off USD600 million restructuring
cost and USD 300 million smartphone write off in FY16.

Revise down FY16-18 PC revenue by 5.9%/10.2%/13.5%, respectively. PC shipments in 1QFY16 were 13.5
million, down 7.0% yoy. We revise down FY16-18 PC shipments by 7.4%/13.2%/17.8%, respectively, because of the
slowing down of China’s economic growth, currency headwinds and weak emerging market demand.

Revise down FY16-18 mobile revenue by 14.1%/23.5%/25.3%, respectively, due to the revision of smartphone
shipments estimations in consideration of the reduction of handset subsidies by Chinese telecom operators and
weak contributions from Motorola Mobility.

Downgrade the Company’s investment rating to “Accumulate” and cut the TP from HK$13.00 to HK$8.10.
Due to the restructuring workforce scheme and product inventory write off, FY16 net profit is revised down to
—USD165 million. FY17-18 net profit is revised down 16.0%/9.6%, respectively. The new TP represents 12.1x FY17
PER, 9.4x FY18 PER and 2.7x FY17 PBR. We downgrade the Company’s investment rating to “Accumulate” due to
sluggish product shipments and unfavorable factors.

Netease (NTES US): Rich Game Portfolio, “Buy”

Rating: Buy 6-18m TP: US$165.00

Analyst: Ricky Lai Report Date: 2015-08-17

Summary

® 2Q15 results were in-line with expectations, due to rich game portfolio and stronger contribution from

e-commerce platform.

Revise up FY15-17 online game revenue by 14.2%/29.5%/35.7%, respectively, due to the launch of new PC
client game titles such as “Overwatch”, mobile games and expansion packs to refresh game pipeline.

Revise up FY15-17 e-mail, e-commerce & others revenue by 16.6%/21.1%/24.2%, respectively, thanks to the
Company'’s cross border e-commerce platform supported by related sector policies and consumer preferences.

Revise down FY15-17 overall gross profit margin by 5.3 ppt/6.6 ppt/8.6 ppt to 65.8%/64.3%/61.6%,
respectively, due to higher contributions from lower margin mobile games and e-commerce business.

Maintain the investment rating of “Buy” and raise the TP from US$160.00 to US$165.00. FY15-17 earnings per
ADS are revised up by 1.9%/3.5%/5.3%, respectively, with revisions of revenue and margin forecasts. The new TP
represents 22.7x FY15 PER, 17.7x FY16 PER, 15.8x FY17 PER, and 1.06 FY14-17 PEG. We maintain the
Company’s investment rating of “Buy”, based on the Company’s rich game pipeline and stronger e-commerce
business.
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China Everbright International (00257 HK): Environmental Water and Greentech Projects
are Next Growth Engines, Maintain “Buy”

Rating: Buy 6-18m TP: HK$13.46

Analyst: Gary Wong Report Date: 2015-08-17

Summary

® China Everbright Intl. (00257 HK)'s 1H15 revenue increased 37.5% YoY to HKD3,772 million. Net profit

increased 24.7% YoY to HKD1,000 million. Results were slightly below expectation, mainly due to lower than
expected growth in construction revenue from greentech projects. Overall gross margin, however, increased
1.8 ppts YoY to 47.7% due to increase in revenue contribution from project operations.

As at 30" June 2015, the Company had a waste treatment capacity of 34,400 tons/day, and is the second
largest operator behind Hangzhou Jinjiang in China. The Company’s newly acquired environmental water
business was performing in line with expectation, and we think the growth should accelerate in the next two years.
Although greentech projects business was underperforming in 1H15, it should have huge potential due to
policy-driven opportunities.

Lower the EPS estimates of FY15-17 by 4.1%, 15.7% and 16.3%, respectively, to HKD0.488, HKDO0.583 and
HKDO0.726. Given its leading position we give a 20% premium to its valuation with a TP of HKD13.46, or
27.6x/23.1x/18.5x FY5/16/17 PER. Maintain “Buy”.

Sun Art Retail Group Ltd. (06808 HK) : Under Pressure, Cutting Estimates

Rating: Neutral 6-18m TP: HK$6.29

Analyst: Andrew Song Report Date: 2015-08-17

Summary

®  Sun Art posted its 1H15 results. Turnover reached RMB 50,780 million, up 5.6% YoY, while net profit dropped

13.7% YoY to RMB 1,476 million. In the challenging operating environment, SSS growth for Sun Art was
approximately -3.4% and the foot traffic lowered by approximately 5.9% YoY.

Operating margin is under pressure despite improved gross margin, mainly due to the 1) increase in new store
opening and weak SSS growth; 2) operation of E-commerce Feiniu; 3) decrease in interest rate; and 4) increase in
staff cost. We revised down Sun Art’'s EPS forecasts in 2015-2017 by 10.4%, 16.1% and 20.3%, respectively, to
RMB 0.272, RMB 0.270 and RMB 0.271, down 10.8%, 0.8% and up 0.6%, respectively.

Sun Art’s earnings growth is expected to remain weak in 2H15 and Feiniu needs to struggle for traffic with online
competitors, however, the Company is seeking its cooperation with internet giants. We maintain the Company’s
investment rating as “Neutral” and revise down TP to HK$ 6.29, which represents 18.4x 2015 PER, 18.5x
2016 PER and 18.4x 2017 PER.
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BAEAE (00992 HK): BRI, “wegs”
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng 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
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.
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