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Stock Information

Bloomberg code 746 HK
Market cap (USSm) 422
52-week high (HKS) 4.25
52-week low (HKS) 0.425
Shares issued (m) 825
6m avg daily volume (m) 1.4
Free float (%) 19.9

Major shareholders (%)
The Lee Family (75.0)
DJE Investment (5.1)

Key Indicators

ROE (%) 29.8
Net gearing (%) 20.1
NTA (HKS) 1.21
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Lee & Man Holding

Explosive chemicals mix, upstream domestic consumption play
Initiating with BUY and TP of HK$6.00
What’s New

= Lee & Man Holding (LMH) was only a handbag manufacturer previously,
with profit of “HK$S100m per annum.

= |n late-2006, it invested “Rmb1.2b to set up Lee & Man Chemical (LMC)
(main products: Chloromethane, caustic soda, and hydrogen peroxide).

= The chemical segment is already profitable and will likely become a new
driver in the coming years. We believe the market has not fully reflected its
potentials.

Our View

=  With CMS supply shortage in China creating opportunities, LMC is well
positioned over peers in terms of location, synergy with sister company, and
industry know-how; the company is looking at expanding capacity further
and developing new products.

=  With stable recurring income from the traditional handbag business, we
believe the potential high-growth chemical business offers an attractive
story. LMH is not being covered by any other broker house at present.

= LMH'’s balance sheet is quite stretched (net gearing near 50%). We forecast
the company to return to net cash position in FY10, assuming recurring free
cashflow of more than HK$350m p.a. However, we do not rule out the
possibility of a fund-raising exercise in case expansion opportunities arise.

Action & Recommendation

= e initiate coverage on LMH with a BUY rating and a target price of HKS6,
equivalent to 13x FY10E earnings. Further upside to our target price would
depend on the pace of the un-projected expansion.

= A short-term potential catalyst would be the FY0Q9 results (due Apr-10). We
expect LMH’s FY09 net profit to be more than 3x that of FY08. We believe
the stock would then undergo a re-rating.

= We expect strong demand growth for LMC’s products, driven by continued
support from the government on spending on household appliances.

Year end Dec 31 2008 2009F 2010F 2011F 2012F
Sales (HKSm) 1,064.1 1,352.8 1,814.0 1,875.0 2,195.0
Pre-tax profit (HKSm) 91.6 287.1 426.7 431.4 537.9
Net profit (HKSm) 81.6 257.6 376.1 380.1 473.4
EPS (HKS) 0.10 0.31 0.46 0.46 0.57
EPS growth (%) (23.0) 215.8 46.0 1.1 24.5
PER (x) 41.9 13.3 9.1 9.0 7.2
EV/EBITDA (x) 43.0 10.5 6.4 5.9 4.4
Yield (%) 1.0 2.6 4.4 5.0 6.2

SEE APPENDIX | FOR IMPORTANT DISCLOSURES AND
ANALYST CERTIFICATIONS
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Overview

Decision to step into a new business proving to be a success; but still not
noticed by the market

Lee & Man Holdings Ltd. (LMH, “the group”) was listed on the HKSE in 1997. It
owns 100% of Lee & Man Handbag, an OEM/ODM handbag manufacturer (Fig.1).

Handbag business is LMH’s handbag business generates around HK$100m recurring profit per annum
stable, but records and is a cash cow for the company (Fig. 2). The handbag business is very stable
low growth and was not much affected even during the global credit crunch in 2H08. The
segment’s profit in 1H09 and 2H08 was HK$49m and HKS$48m respectively, not
much lower than the HK$52m the company recorded before the economic crisis

in 1HO8.
LMH set up the In late-2006, LMH invested Rmb1.2b to set up Lee & Man Chemical Limited (LMC,
chemical unit in late-  100% owned). LMC reported profit of HK$22m in 1H09 and we believe that it will
2006 be the growth driver for the group.

Market has still not LMH is not being covered by any broker house at present. We believe that the
fully recognized market has still not recognized the company’s potential, considering it an old-
LMH'’s potential fashioned handbag maker with little growth. LMC's profit is set to rise rapidly in
2H09, as Phase 2A and 2B of the new production facilities commenced
production in February and June 2009 respectively. For similar reasons, we
expect the chemical segment’s profit to be significantly higher in FY10 than in

FY09. (Fig.3)
Upcoming results LMH’s FY09 results (due April-10) would be a short-term share price catalyst, in
should trigger a re- our view. We expect LMH’s FY09 net profit to be more than 3 times that of FY0S.
rating (Fig.4) We believe that the stock would then undergo a re-rating. We estimate

the company to deliver 55% net profit CAGR over FY08-FY12E (22% net profit
CAGR over FY09-FY12E).

Figure 1: Company structure

Lee & Man Holding Ltd
(746 HK)
Listed on HKSE since 1997

100% 100%

Lee & Man Chemical

Lee & Man Handbag Limited
imite

Source: Company data, Kim Eng Securities
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Figure 2: Segment profit: Handbag (HKSm) Figure 3: Segment profit: Chemical (HKSm)
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Figure 4: Group profit (HKSm)
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Figure 5: Revenue breakdown Figure 6: Profit breakdown
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LMC’s products
include
chloromethanes,
hydrogen peroxide,
and caustic soda

CMS (Methylene
Chloride and
Chloroform) are the
major products

Mainly used for
making refrigerants

Products

LMC’s raw materials include common salt (NaCl, to make chlorine gas, hydrogen
gas and sodium hydroxide) and methanol (CH;OH). The chemical unit has four
major products: Note that the first two products (Methylene Chloride and
Chloroform) are collectively known as chloromethanes (CMS). (Fig.7)

1) Methylene Chloride (CH.Cl,, one of the two CMS)

Other names: Dichloromethane, ~ #.f'1%% in Chinese

Source: Reaction between methanol (bought outside) and chlorine (self
produced).

Uses: It is used in adhesives, solvents, pharmaceuticals, and refrigerants (CFC -32)
in air conditioners and refrigerators.

2) Chloroform (CHClI3, one of the two CMS):

Other names: Trichloromethane, = &' %€ or £ %27 in Chinese

Source: Same as Methylene Chloride

Uses: It is used in refrigerants (CFC-33 in air conditioners), solvents, and coating
layers of cooking utensils.

3) Hydrogen peroxide (H,0;):

Other names: %{'E‘}é?n (™ & or €257]% in Chinese
Source: Reaction between hydrogen (self produced) and oxygen.
Uses: It is used in washing powder, disinfectant, antiseptic, and bleaching agents.

4) Sodium hydroxide (NaOH):

Other names: Caustic soda, &% {~#f|, %l or £ 1 [V in Chinese

Source: Electrolysis of brine (concentrated salt water).

Uses: It is used in manufacture of paper, textiles, soaps and drain cleaners. It is
also used as a reagent for making more complex chemicals.

Figure 7: Products

Salt
(NaQi)
Sodium Hydroxide Chlorine Hydrogen
(NaOH) (Clp) (H2)
Methanol N Hydrochloric Acid Hydrogen Peroxide
(CH;OH) (Hal) (H;0,)

Chloroform
(CHCI3)

Methylene Chloride

Carbon Tetrachloride (CCl,)

(CH,Cl,)

T
! CTC conversion
(patent technology)

I:‘ By-Product

Chloromethanes (CMS)

|:| Raw material . Main product

Source: Company data, Kim Eng Securities
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Most of the products
are sold domestically
at present

Plants are located in
Changshu, near the
harbour for easy
transportation

Phase 2A and 2B will
contribute to full-year
production and profit
next year

Actual output can
exceed stated
capacity

Revenue jumped
after Phase 2B
started operations

Note that LMC uses hydrogen (from electrolysis of brine) to make hydrogen
peroxide, while other plants release it as waste. Similarly, chlorine (also from
electrolysis of brine) is converted into CMS instead of being sold, while some
companies purchase chlorine externally.

Currently LMC sells most of its products domestically, but it may begin exports to
the USA or India in the future.

Current capacity and operations

LMC’s current plants are located in Changshu city, 120km northwest of Shanghai,
where most of its customers are located. The plants occupy around 800 hectares
of land and are located near the harbour for easy transportation of raw materials
and products.

LMC’s current CMS capacity is 120,000 tons/year, of which 60,000 tons is for
Methylene Chloride and the rest is for Chloroform. (Fig. 8). Note that Phase 2A
and 2B (40,000 t/y of CMS each) commenced operations in February and June
2009 respectively. In 2010, they will contribute to full-year production and profit.

The chemical unit’s current hydrogen peroxide capacity is 60,000 tons/year; it is
expected to increase to 120,000 tons/year after Phase 3 is completed in February
2010.

The above capacities are “designed capacities”; in fact, the actual output can
exceed the designed capacities by as much as 20%.

In 1H09, LMC contributed around 38%, or HKS$212m, to LMH’s revenue of
HKS554m. (Fig. 9-12). Management believes that contribution of the chemical
business could go up to 70% in the long term. In fact, after the completion of
Phase 2B in June 2009, revenue in July, August and September was HKS$S60m,
HKS70m and HKS70m respectively, much higher than the monthly average
(~*HK$35m) in 1HO9 (Fig.13 ).

Figure 8: LMC production capacity (in tons/year)

Product Phase 1 Phase 2A Phase 2B Phase 3 Total
Chloromethanes (CMS)

- Methylene Chloride 20,000 20,000 20,000 - 60,000
- Chloroform 20,000 20,000 20,000 - 60,000
Total CMS 40,000 40,000 40,000 - 120,000
Hydrogen peroxide 60,000 60,000 120,000
(concentration of 24.5%) - -

Production

Commencement Jun 2008 Feb 2009 Jun 2009 Feb 2010

Source: Company data, Kim Eng Securities
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Figure 9: Segment revenue: Handbag (HKSm) Figure 10: Segment revenue: Chemical (HKSm)
980.0 1,400
1,000 - 901.2 380.0 930.0 1,215.0;
1,200 -
800 - 1,000 934.0 945.0
600 - 800
400 A 600
400
200 -+ 200
0 - 0
FYO7 FYO8 1HO9 FYO9E FY10E FY11lE FY12E FYO7 FYO8 1HO9 FYO9E FY1O0E FY11lE FY12E
Source: Company data, Kim Eng Securities Source: Company data, Kim Eng Securities

Figure 11: Group revenue (HKSm)
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Figure 12: Revenue breakdown
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China imports more
than 50% of
chemicals

There is shortage of
CMS supply,
especially in the
Eastern part of China

CMS demand is likely
to grow due to
subsidies on electrical
appliances

Figure 13: LMC Sales revenue 2009 (HKS 000)
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Currently, China imports more than 50% of chemicals. Shortage of CMS supply
brings about opportunities for LMC, with the company being the second-largest
CMS producer in the country.
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Source: Company data, Kim Eng Securities

Opportunities: Shortage of CMS supply

For Methylene chloride, total domestic demand is around 520,000 tons/year,
while supply is only 470,000 tons/year (Fig.14). The shortage is most pronounced
in Eastern China with demand of 250,000 tons/year and supply of only 190,000
tons/year (of this, LMC supplies 60,000 tons/year).

For chloroform, total domestic demand is 460,000 tons/year versus supply of
220,000 tons/year. Total demand in Eastern China is 310,000 tons/year while
supply is only 60,000 tons/year (completely by LMC).

Furthermore, CMS demand is likely to grow with the Chinese government
providing subsidies on purchase of household electrical appliances in rural areas.

Figure 14: Demand of Supply of chemicals in China

Methylene Chloride Demand Supply Shortage LMC supply
China 520,000 t/y 470,000 t/y 50,000 t/y
of which: in Eastern China 250,000 t/y 190,000 t/y 60,000 t/y 60,000 t/y
Chloroform Demand Supply Shortage LMC supply
China 460,000 t/y 220,000 t/y 240,000 t/y
of which: in Eastern China 310,000 t/y 60,000 t/y 250,000 t/y 60,000 t/y

(the only supplier in Eastern China)

Hydrogen peroxide
Yangtze Delta

Demand Supply
450,000 t/y 440,000 t/y

Source: Company data, Kim Eng Securities

Shortage
10,000 t/y

LMC supply
120,000 t/y (the largest one)
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Changshu is one of
the largest
production bases for
refrigerants

Plants are located
near the harbour,
saving transportation
costs for LMC

Newcomers will find
it difficult to enter
this industry

CMS production is
restrictive, with new
licences unlikely to be
granted

LM cenjoys favorable
tax rates

Shares ports and
power sources with
sister company

LMC has a well
designed
manufacturing
system...

Advantage: Location

Changshu is one of the largest production bases for CFC-22 (refrigerant) in the
world. Two big producers of refrigerants, 3F and Arkema, demand 90,000 t/y and
60,000 t/y of Chloroform respectively. These companies are located near LMC'’s
plants, which gives it the advantage of lower transportation cost and an
opportunity to provide better services.

Moreover, LMC is the only company in China with CMS plants located near the
harbour, which again lowers transportation cost for the company. Transport by
water is much cheaper (~¥50%) than that by road.

Also, it is difficult for new competitors to set up plants near the harbour, as not
much land is left in the area for industrial use. At present, the China government
strongly discourages establishment of new CMS plants, especially in the Jiangsu
province, mainly due to concerns about the ozone pollutant, carbon tetrachloride
(CCl,, CTC). LMC owns proprietary technology to convert carbon tetrachloride
into chloroform.

Advantage: Favourable policies

The NDRC has imposed restrictions on CMS production in China. New licenses are
unlikely to be granted (though existing operators can expand). Moreover, new
Chloro-Alkali plants are forbidden in the Jiangsu province, and foreign companies
are banned from entering the industry.

LMC will enjoy a favorable tax rate of 12.5% until 2012. It is in the process of
applying for a change in status to “innovative technology firm”; if the application
is accepted, the company may enjoy a tax rate of 15% (instead of the normal
25%) after 2012. Management is optimistic about this.

Synergy with sister company

Lee & Man Paper (2314), a sister company of LMH, has its own ports and
electricity power sources in Changshu city. LMC also uses these facilities for
stable and efficient production. LMC shares electricity supply with Lee & Man
Paper, which reduces the risk of unstable power supply (a common problem in
China).

Well-designed manufacturing system

LMC purchases only two raw materials (salt and methanol) from third parties. It
produces other raw materials such as chlorine and hydrogen, resulting in lower
wastage and production cost.

w KIMENG
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and high levels of
technical expertise

LMC has its own
technology for
treating pollutants

Chemicals business has high entry barriers; industry
know-how is required to step in

The chemical engineering business is capital intensive and it requires technical
expertise. Professor C.K. Poon, the former vice-chancellor of the Hong Kong
Polytechnic University, is an advisor of LMC, while Professor Albert Chan Sun-chi,
the next vice-chancellor of the Hong Kong Baptist University has designed LMC's
chemicals production system. Thus, the company’s technical expertise is quite
ahead of peers.

The China government mandates proper treatment of pollutants. For example,
during the production of CMS, Carbon Tetrachloride (CCl,, CTC) is released; it is
an ozone pollutant and has to be treated properly before being released into the
atmosphere. LMC owns proprietary technology to convert CTC into chloroform.

Strong cashflow and working capital

LMH’s accounts receivable cycle is as short as 3.5 days, while its inventory level is
around 20 days. Cash is obtained on delivery for 90% of the transactions.

At present, we do not expect huge capex in coming years. We estimate capex of
~HKS200m only over FY10-FY12. As a result, the company can generate more
than HKS350m of free cash flow in each of the next -three years.

Future plans

1) The company intends to produce hydrogen peroxide with higher
concentration (35% or 50% vs. the current 24.5%), as competition in the high-
concentration segment is lower.

2) LMH also plans to further expand either its production capacity of CMS to
160,000 tons/year or set up production of Trichlorosilane (HCIsSi, 60,000
ton/year). The capex would be around Rmb150m.

3) LMCalso intends to develop high-end downstream consumer chemicals.

w KIMENG
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Peers

There are no direct HK-listed comparable peers; we have compared LMH with
some companies in the same industry:

1)

2)

3)

Kingboard Chem (148) — KBC generates around one-third of its revenue from
chemicals. Its products include methanol, phenol, and acetone. It also
manufactures caustic soda and hydrogen peroxide, but not CMS. KBC is
trading at around 11x FYO9E earnings.

Yip’s Chemical (408) - Yip’s is a pure chemical play. It manufactures paints,
solvents, lubricants and coatings. It sell products to customers (B to C model),
while LMC sell products to other cooperates (B to B model). Yip’s is trading at
around 7x 1H09 annualized earnings

Dongyue Group (189) — Dongyue is also a pure chemical play. Refrigerants
account for 50% of its revenue. The company also manufactures caustic soda
and Methylene chloride. Dongyue is trading 24x 1H09 annualized earnings.

Valuation and Recommendation

We believe that LMH’s FY09 results (due Apr-10) would be a short-term share
price catalyst. We expect the company’s FY09 net profit to be more than
three times that of FY08. We believe the stock would then undergo a re-
rating.

In the medium term, profit (and the share price) would depend on LMC's
upcoming expansion plan.

Demand growth for LMC’s products is expected to be strong, driven by the
continued support of the Chinese government on spending on household
appliances.

We have a BUY rating on LMH with a target price of HKS6.00, equivalent to
13x FY10E earnings.

Its closest peer (still not a directly comparable), KBC, is trading at around 11x
1H09 annualized earnings, but chemical segment accounted for only 18% of
KBC’s 1H09 profit. In contrast, chemical segment contributed 31% of LMH’s
1H09 profit. We expect the chemical segment to contribute 58% and 74% of
LMH’s profit in FY09 and FY10, respectively. As a result, we believe that LMH
deserve a higher multiple than KBC.

Further upside to our target price would depend on the pace of the
unprojected expansion.

Earnings growth in FY11 is projected to be relatively static, mainly on the
ground of limited capacity growth during the year. We are expecting further
earnings growth in FY12 when the potential expansion starts to contribute.

10
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Company background

Nov-  Announced the set-up chemical production plant in
05 Jiangsu

2006 Invested Rmb1.2b and founded Lee & Man Chemical

Limited, a 100% subsidiary

Jun-08 Phase 1 of the chemical plant started production; it
contributed to the group’s profit in 1HO8.

2009 Phase 2A and 2B started production.

Business profile

Sales breakdown by product (1H09)

38%

Handbag
62%
Sales breakdown by market (1H09)
Others
3.7%
USA
34.5%
China
39.0%

Europe
south 20.5%
America
2.3%

Source: Company data, Kim Eng Securities estimates

Competitive analysis

(For the chemical segment)

Substitutes

There are no simple substitutes for chemical products. Most
of them are used as raw materials for producing other
sophisticated chemicals.

Suppliers

The company buys salt from local companies and methanol
from overseas suppliers. It also purchases coal from different
suppliers to generate electricity for chemical processes.

Competitive threats
Currently, chemical products are in shortage in China, while
the company has established critical mass.

Customers
Customers are manufacturers and other chemical industry
companies.

New entrants

The industry is capital-intensive; a firm would need technical
know-how to enter this industry. Foreign players are banned
from entering the industry.

Risks

The company is exposed to changes in commodity prices,
which may affect its profitability. Another risk is customer
concentration.

w KIMENG
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Profit and loss Cash flow
YE Dec (HK$m) FYOSA  FYO9E  FY10E  FY11E  FY12e YEDec(HK$Sm) FYOBA FYO9E FY10E FY11E FY12E
sales 1,064.1 1,352.8 1,814.0 1,875.0 2,195.0 Operating cash flow 145.6 353.8 427.0 424.0 518.5
Operating profit 91.6 287.1 426.7 4314 5379
Cost of goods sold {8259) (866.0) (1,078.3) (1,118.6) (1,285.1) Depreciation & amortization 54.7 73.7 80.2 94.3 97.4
Gross profit 2382 4869 7357 7564  909.9 Change in working capital 21.0 39.1  (11.3) (28.4) (27.2)
Other income 155  (30.0) (69.0) (68.0) (77.0) _ Others (21.7) (46.1) (68.6) (73.3) (89.6)
Distribution costs (45.4) (60.2) (90.0) (95.0) (105.0) Investment cash flow (346.4) (156.3) (50.1) (51.2) (100.9)
Administrative expenses  (107.7)  (93.0) (132.0) (140.0) (165.0)  '\etcapex (351.8) (155.6) = (50.0) (50.0)  (100.0)
Change in LT investment 0.0 (0.7) (0.1) (1.2) (0.9)
Interest expenses (9.1) (16.6) (18.0) (22.0) (25.0) Change in other assets 54 0.0 00 0.0 0.0
Profit before tax 916  287.1 4267 4314  537.9  (ash flow after invt. (200.8) 1975 3769 372.8 417.6
Income tax (10.0) (29.5) (50.6) (51.3) (64.6)  Financing cash flow 218.1 (127.1) (240.6) (260.7) (292.0)
Net profit 81.6 2576 3761  380.1 473.4  Dividend paid (41.3)  (37.1) (140.6) (160.7) (192.0)
Net change in debt 259.3  (90.0) (100.0) (100.0) (100.0)
EPS (HK 1 4 461 24 Change in other LT liab. 0.0 0.0 0.0 0.0 0.0
S (HKS) Bk 03 Uals 0.46 o2 Net cash flow 17.3 70.3 136.3 112.1 125.6
EBITDA 851 3336 513.7 5214 6399 - — -
Source: Company data, Kim Eng Securities estimates
Source: Company data, Kim Eng Securities estimates
Key ratios
YE Dec FYOS8A FYO9E FY10E FY11E  FY12E
Balance sheet Growth (% YoY)
s 08 09 o 2 Sales 35.6 27.1 34.1 3.4 17.1
YE Dec (HKSm) FYO8A FYOOE FY10E FY11E FY12E Gross profit 77 104.4 511 28 203
Total assets 1466.5 1705.3 1923.2 2136.3 24213 gTpa (20.1) 291.8 54.0 15 227
Current assets 328.8 405.5 572.1 733.5 918.0  Net profit (23.4) 215.8 46.0 1.1 245
Cash & ST investment 63.5 133.8 270.1 382.2 507.8 EPS (23.0) 215.8 46.0 1.1 24.5
Inventories 126.1 140.4 160.0 200.0 240.0 Profitability (%)
Accounts receivable 138.1 130.8 141.5 150.8 169.7  Gross margin 22.4 36.0 40.6 40.3 41.5
Others 1.0 05 05 05 05  EBITDA margin 80 247 283 278 292
Other assets 11377 1299.8 13511 1402.8 1503.3 Netmargin &4 100gmetd 203 o
LT investments 21.8 24.0 25.0 26.0 26.0 ROA 6.6 162 20.7 187 208
ROE 12.0 29.8 32.4 26.1 26.6
Net fixed assets 1106.8 1263.1 1314.2 1365.6  1466.8 Stability
Others 2l 12.7 1 O 105 Gross debt/equity (%) 595 334 181 85 1.9
Total liabilities 748.2 695.0 614.2 531.3 464.2 Net debt/equity (%) 50.6 20.1 0.0 0.0 0.0
Current liabilities 571.6 399.3 387.1 386.2 410.1  Int. coverage (X) 11.1 18.3 24.7 20.6 22.5
Accounts payable 263.2 303.4 320.8 340.9 370.8 Cash flow int. coverage (X) 18.4 24.1 27.5 22.6 24.3
ST borrowings 302.3 80.0 50.0 30.0 20.0 Current ratio (X) 0.6 1.0 5 19 2.2
Others 61 159 163 153 193 Quickratio(X) wd 0.7 L 14 Ly
Long-term liabilities 176.6 2957 2271  145.1 541 Netcash/(debt) (HKSm) (363.6) (2033) 330 2451 4707
Long-term debts 1248 2571 1871  107.1 17 Persharedata (HKS)
Others 5E 386 o 38.0 6 EPS 0.10 0.31 0.46 0.46 0.57
: - - - - - - CFPS 0.02 0.09 0.17 0.14 0.15
Shareholder's equity 718.2 1010.3 1309.0 1604.9 1957.1 BVPS 0.86 121 1.58 1.94 2.37
Paid-in capital 82.5 82.5 82.5 82.5 825 gps 1.29 1.64 2.20 2.27 2.66
Reserve 635.7 927.8 1226.5 1522.4  1874.6  EBITDA/share 0.10 0.40 0.62 0.63 0.78
Minority interests 0 0 0 0 0 DPS 0.04 0.11 0.18 0.21 0.26

Source: Company data, Kim Eng Securities estimates

Source: Company data, Kim Eng Securities estimates
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Our recommendation is based on the
following expected price
performance within 12 months:

+15% and above: BUY
-15% to +15%: HOLD
-15% or worse: SELL
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES AND DISCLAIMERS

Disclaimer

The information, tools and material presented herein are provided for informational purposes only and are not to be
used or considered as an offer or a solicitation to sell or an offer or solicitation to buy or subscribe for securities,
investment products or other financial instruments, nor to constitute any advice or recommendation with respect to
such securities, investment products or other financial instruments. This research report is prepared for general
circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs
of any specific person who may receive this report. You should independently evaluate particular investments and
you should consult an independent financial adviser before making any investments or entering into any transaction
in relation to any securities mentioned in this report.

The information, tools and material presented herein are 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 Kim Eng Holdings Limited
and/or its subsidiaries or affiliates (collectively “Kim Eng”) to any registration or licensing requirement within such
jurisdiction.

Information and opinions presented in this report have been obtained or derived from sources believed by Kim Eng
to be reliable, but Kim Eng makes no representation as to their accuracy or completeness and Kim Eng accepts no
liability for loss arising from the use of the material presented in this report where permitted by law and/or regulation.
This report is not to be relied upon in substitution for the exercise of independent judgment. Kim Eng may have
issued other reports that are inconsistent with, and reach different conclusions from, the information presented in
this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who
prepared them.

The research analyst(s) primarily responsible for the preparation of this report confirms that (a) all of the views
expressed in this report accurately reflects his or her personal views abut any and all of the subject securities or
issuers; and (b) that no part of his or her compensation was, is or will be, directly or indirectly, related to the specific
recommendations or views he or she expressed in this report.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or
warranty, express or implied, is made regarding future performance.

Kim Eng, its directors and employees may have investments in securities or derivatives of any companies
mentioned in this report, and may make investment decisions that are inconsistent with the views expressed in this
report.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only
to sophisticated investors who are capable of understanding and assuming the risks involved. The market value of
any structured security may be affected by changes in economic, financial and political factors (including, but not
limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility and the
credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should
conduct its own investigation and analysis of the product and consult with its own professional advisers as to the
risks involved in making such a purchase.

General Disclosure

Kim Eng and its officers, directors and employees, including persons involved in the preparation or issuance of this
report, may, to the extent permitted by law, from time to time participate or invest in financing transactions with the
issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or
have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or
other investments related thereto. In addition, it may make markets in the securities mentioned in the material
presented in this report. Kim Eng may, to the extent permitted by law, act upon or use the information presented
herein, or the research or analysis on which they are based, before the material is published. One or more directors,
officers and/or employees of Kim Eng may be a director of the issuers of the securities mentioned in this report. Kim
Eng may have, within the last three years, served as manager or co-manager of a public offering of securities for, or
currently may make a primary market in issues of, any or all of the entities mentioned in this report or may be
providing, or have provided within the previous 12 months, significant advice or investment services in relation to the
investment concerned or a related investment.

This research report is prepared for general circulation. It does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific person who may receive this report.
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The information contained herein is believed to be reliable, its completeness and accuracy is however not
guaranteed. Opinions expressed in this report are subject to change without notice, and no part of this publication is
to be construed as an offer, or solicitation of an offer to buy or sell any securities or financial instruments whether
referred therein or otherwise. We do not accept any liability whatsoever whether direct or indirect that may arise
from the use of information contained in this report. Any transactions by US persons in any security discussed in
this report must be carried out through Kim Eng Securities (USA) Inc which has distributed this report in the USA. In
addition, this document has been distributed in the UK for information only and circulated only to existing customers
of Kim Eng, who are not private customers as classified under FSA'’s Rules.

Regulatory Disclosures as required by the Hong Kong Securities and Futures Commission

Policies of Kim Eng Securities (Hong Kong) Limited (“KESHK?"):

e Research analysts who publish investment research are not directly supervised by, and do not report directly to,
investment banking or sales and trading personnel.

e Research analysts’ compensation or remuneration should not be linked to any specific investment banking
function or to recommendations in research.

e Research analysts or their associates are prohibited from dealing in the securities or any derivatives of any
companies the research analysts review/analyse/cover.

e Research analysts or their associates are prohibited from holding any directorship or other position in any
company the research analysts review/analyse/cover.

Group companies of Kim Eng (inclusive of KESHK) which are carrying on a business in Hong Kong in investment
banking, proprietary trading or market making or agency broking (the “Firms”) are not a market maker in the
securities of the subject companies mentioned in this report.

The Firms do not have any investment banking relationship with the companies mentioned in this report within the
last 12 months.

As of 13 January 2010, Kim Eng Securities (Hong Kong) Limited and the authoring analyst does not have interests
in the said company/companies.

Analyst Certification:

The views expressed in this research report accurately reflect the analyst’'s personal views about any and all of the
subject securities or issuers; and no part of the research analyst's compensation was, is or will be, directly or
indirectly, related to the specific recommendations or views expressed in the report.

© 2010 Kim Eng Securities (Hong Kong) Limited. All rights reserved. Except as specifically permitted, no part of this
presentation may be reproduced or distributed in any manner without the prior written permission of Kim Eng
Securities (Hong Kong) Limited. Kim Eng Securities (Hong Kong) Limited accepts no liability whatsoever for the
actions of third parties in this respect.
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