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Substantial Revaluation Potential, Initiate with "Buy"
BENMEEME ), HXEET “EN” PFHK
®  Flat demand amid continuing tightening supply. We expect steel demand Rating: Buy
to remain flat in 2018. A net decline in steel capacity will continue in 2018 but
to a weaker magnitude compared to 2017, as we expect that a notable
amount of BF/EAF steel capacity will enter the market and the utilization rate s EN
of this capacity type may continue to hike in 2018 given the high profit
condition in the steel industry. We anticipate around 41mt steel capacity drop 6-18m TP H#xti: HK$2.25
in 2018, but the influence on steel prices in 2018 may be partially offset by
the impact brought by new EAF capacity in the slow season. . .
o GP/t has continued to hike in 2018. We see iron ore prices to decline Share price i HK$1.630
moderately in 2018 given the continuing expanding supply capacity from
leading global players. This sets the key rational for anticipating a continuing Stock performance
hike in GP/t with expectations of a higher steel price median in 2018. JBeAN 2 I
L] We expect Xiwang's bottom line to accrete by 22.7% in 2018. We view 120.0 - % of return
that tighter S-D conditions will continue to catalyze on domestic steel prices in 1000
2018. With expectations of a moderate retracement in raw material costs in 800 |
2018, Xiwang's FY18 earnings is expected to be raised further. w00 -
o Our view: 1) Attractive valuation with a large valuation discount but with
decent earnings condition compared to other HK listed steel names. 2) 00T
Further upside potential of earnings once rail steel capacity ramps up. 3) 200 ¢
Strong FY17/FY18 earnings elasticity to justify an upside potential for e
Xiwang's valuation. We derive Xiwang's TP of HK$2.25 based on 0.70x (20-(3)an’_17 Apra7 U7 oct17 Jan18
FY18 PBR. We initiate our coverage with a "Buy" investment rating. 1S Index — Xiwang Special Steel
° HEHRARFLRFERER TREREF. ROITEE LNBRTRMAE 2018 R 418k
REIHR G 7E 2018 R AESH FLIE R AR 2017 F#a5, IR TIRATHUIAEIITAT L B ) -
IRTRRN N _ Change in Share Price 1M 3M 1Y
MR R T SR 54w RN B N T 37 R ELIX 287 B 7 e T 2 7T g N, o 5 i
H47E 2018 SELRLEEET . RAITITE 2018 FHLNSL PR B BE i 4,100 i, {HiX%f 2018 e
S e T TTAS — 055 i 3T PRI 2 R 28 A SR A ek A 4455 9% 190 o "z
° MERILE 2018 FE4kak B, AN 2018 EEA A U Bl T [ R 2 k5 8 Rk ok 1 ;‘Hﬂjﬁgg’;‘i";ﬁex 8.4 (7.5) 32.7
JEPRI TR AN T B o X R HE TR0 2018 SEANERITAE AR T 5t T FTURE B A Rr 42 B4 Avg. share price(HKS) s 15 13
KEEMNE. PRI GBI
° BRATHOH T ERANHFRIEHRAE 2018 E3E— PR 22.7%. BATUNTEINEMAHEH Source: Bloomberg, Guotal Junan International.
ARBUIGHE 2018 FERFEEM AL Y NSO A% o ET-XF 2018 42 SR RHAAR IR AN [El 4T T3
W, VHERFN 2018 W 4E B R (GTHIE 4k T
® BATINTEERAN: 1) 5 FHEFRAT LA AR ECAE M ORIEST A, (BRI 50 SIS ¥
RSO0 HASE AR AW ). 2)8RB= i = B 57 5 &R B 7). 3)iEh
11 2017 W 4/2018 TASE I FIFAIE, R VEIE AN (B A — g BT 25 . 22T 0.70 £ 2018
WHETHER, RAIEERAN RN 2.25 70, HRBERS T INHEETL.
Year End Turnover Net Profit ERS ERS PER BPS PBR DPS Yield ROE
GRE [/ON & REE (53l RS FIAES) WEx R LR S RS JREHE BT
12/31 (RMB m) (RMB m) (RMB) (& %) (x) (RMB) (x) (RMB) (%) (%)
2015A 6,752 169 0.085 (58.3) 15.7 1.966 0.7 0.000 0.0 4.4
2016A 7,567 333 0.166 95.3 8.6 2.004 0.7 0.000 0.0 8.3
2017F 11,937 845 0.417 151.7 33 2.379 0.6 0.125 9.0 18.7
2018F 12,603 1,037 0.492 17.9 2.8 2.750 0.5 0.147 10.6 19.2
2019F 14,323 1,413 0.670 36.3 2.1 3.273 0.4 0.201 14.5 22.2
Shares in issue (m) &A% (m) 2,110.0 Major shareholder K%< Xiwang Investment 69.7%
Market cap. (HK$ m) ifE (HK$ m) 3,438.8 Free float (%) HHAHILE (%) 30.3
3 month average vol. 3 4~ H P35 522 4L (‘000) 4,062.7 FY18 Net gearing (%) FY18 i it/ 4 % 4 (%) 77.7
52 Weeks high/low (HK$) 52 J& &i/{i% 1.960/ 0.830 FY18 Est. NAV (HK$) FY18 f i i (#i0) 27
Source: the Company, Guotai Junan International.
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J5, DLRORE HATIZE R BEM A48T, #RTRETEORT IUARER LR . ARYE20184FFA TR A A FIBIE (AT 27 BE AL 50
BT, AT 201 84E B AN ER ™ BE 1508 4,100 S A A7 o BRI, HET-20184F T iF f K51 AT, ik 3L P pt i ml g
FIREHIMETLE], M2018FEERIA ARG, FATINIYIZ AT RERS PR T 10 4 A A T o

R- 4: 2018 S FEREIEIE N 1 CHIVR) FIVEAS

BHh W FY18
2018 £/ RE IR (30.0)
2018 AT 35177 e 198 1 s i) 05
2018 AN 157 B I A 72 (15.0)
2018 “EFTAN L R 13.2
2018 4F BT H 37 72 e A= P2 e (] 05
2018 FEINKCT KB AN g 6.6
2018 4F3FT 7 BE 177 e B (15)
BT 38 L 0k = g B 36 1H 7= BE 1 A P2 i 1) 0.8
TR 838 ™ e 0 1B P2 BB G 7 (M)
2018 4F JIAL - 1 B AU 7 384 72 i 8.5
2018 AL T35 LS 2= 6 2 () () 7 3.0
2018 £E I 2 b A ek 72 B 5 e i P 6.5
2018 SE XA AL P2 i BRI SN (RO & R 06 A4 72 1E 2018 4E 55 4 THF4R) (39.0)
2018 4F- 4= [E 40 k= AR Bl 154 (40.7)

HRFN: Mysteel. [HZEA 2.
ENNERER rig R AE

GBI AN T B EA MM EEZE R, T AT 5 A BN R A AR, BER AN s SRAZ SR RE R
W, BENCEFVE R F RS BrlL, ok B R 2= 1A YT RO A7 Y], AR 7 BB R R . AT S E 5 20134F
EIAE S NER A QRN N ATIEIE, NER) A th 5 20134 AT, R RE SRS By TR IR (R TIUYT (R e ] ] B B
RIED o BRI, FERE20165F T I 5 ™ BB A B 0, BRATTT N B AR BRAT W 75 SRR AN BT o i B 0 (125 000 S s AN A
Tl & e 7, AR R AANER) FEAF AR 20165 T ik, JFAA 1 BLJE BN LTt . 20174E[RIHEAT 2 TR ORI . 7R IR
SIS VAL 7 RN BRAT ML R ERHIRG™ e, S SRRSO, AT M A RO OC R ARG N RN . X W] Mk Sk P A7 AN ANk
JEEAF AR T B 20134 SR T TG 1) 20 184F UM O $i It 4K S SCAT 1O U LA S AW BRAT M 3k — 20 1) 1l sl ™ g, 31T
FEAG UL H D PR T] AL 201 84E A5 DLORFF  (IRPEAF PRI SCHE AR A IR A ) SR SRR AC D) &
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GUOTAI JUNAN SECURITIES

O

Xiwang Special Steel (01266 HK)

F-13: S48 ER B-14: Y8 BER (FERRTIHESER)
2013 2014 2015
10kt 10kt 2013 2014 2015
2016 2017 2018
2300 - 1,900 - 2016 —2017 2018
2100 - 1,800 -
1,700 -
1900
1,600 -
1700 - 1,500 -
1500 1,400 -
1,300 -
1300
1,200 -
1100 1100 |
900 \\\ 1,000 -
900

700 T T T T T T T T T T
01/01 02/05 03/12 04/16 05/21 06/25 07/30 09/03 10/15 11/19 12/24

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

ERIAENT: Mysteel, [HFEHZEr.

BRI Mysteel, [FFELZ[FF.

H AP EFE L 2010E K K. A O A ML RN 20174 42 4F L EANERR AL AN A Tl 30%. FRATAAME H AT AR E 1 3085 th
IHIFEATIE R 3G 1) AR S B REHI. TR SRR R ™ R & R (5™ . IR e il O OO A Rt/ P R EM Bk
FeRE. 2) FEHATTRUEWIAET, AR SR MR A W] REIR T2 5 P AN B B BRI B B AF . 3D Zas Th B R S LA
L E120164 HrOT AR A AAS AL I AR B 755K o FRATRMEAE X =D FEA RN S 20185 KN . FIrL, 520174RL0AT,
FATTI 2018 BN A LT At BN KE BRI~ BERT REREA T, oA REK T TUYIR H oIl ™ B8 57415 R (v 72

FALIEREPSEN

B-15: ¥R AEL AR

E-16: _E¥AILEAEME

RMB/t === Shanghai 3mm hot roll prices Beiing 3mm hot roll prices

5000 -

4500
A I*v.u‘k\ f ()
4000 ! “f (| F
| [ 1
3500 A\;;

3000 - \v\

2500 -

2000 -

1500 T T T T T T T T T
Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

RMB/t

Shanghai 1mm cold roll prices

6100 .A
5600 -
5100 -

f
4600 /l‘ \J'\¢

Beijing 1mm cold roll prices

r “»

I

4100 - f
3600 .‘,: J \'
3100 - ‘w‘

2600 - N ¢

2100

Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

BRI FEHG T R L.

B-17: EHEAERIREURN

KW PSR [ 2

B-18: EWAILR AR 4%

RMB/t

= Shanghai 20mm rebar prices Beijing 20mm rebar prices

5000 - W
4500 | |

4000 M \ﬁw ‘J

] \ |

A%’(/ kﬂ.\‘ Lﬂv H
3500 - V "\l

3000 -
2500 -

2000 &' v

1500 T T T T T T T T T
Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

RMB/t e Shanghai 20mm medium plate prices
Beijing 20mm medium plate prices
5500 -
5000 -
A

4500 - f L |

vy 2
4000 - ' 4

3500 -

3000 \\. ; \J\,{'

\, IV
\«:\pj
1500

Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

2500 -

2000 -

BRI PG A L.

BRI SR FRA A
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Xiwang Special Steel (01266 HK)

2010 FLLRFBRFEFIMEER] . AT EBRAIBAE R, PURSUNIE IR, IATHEMSAT OB A, ks
A EARE RS, RSN IS 2010 SEMHEACH AT ELL T, MEBAMEZ & T 2010 4. HOROUH FHIPT RS2 - 1
Pk CRITHST Ak, RE 2018 47, W RAWHM AT
CLERAFAE H TS P X, 2018 SRERD 0 REHE— DRI, (B RIRIOZ LEHT Bk ™ RERIIE B RORA IR, ATRES B itk
25, {13 2018 SEACURRANER A MIAREA T %

M SRS TEHET MY 22 7 S8, 2) SERERE A I I Rpak

B-19: BHEAAEBRRA

Srab

I He

B&l-20: [H PYIREUNIEE R

RMB/t

3,500

3,000

2,500

2,000

1,500

1,000 -

500

0

Simulated pig iron costs === Coke prices

Iron ore prices (RHS)

RMB/t
r 1400

- 1200

- 1000

- 800

- 600

- 400

- 200

ot-unc

T-uer

=

> = O £ U
[ ®
e & 2 2 3
PP = =
[ N N xR )

vT-Inc |

GT-094
gr-dos |
9T-dv |
9T-AON
LT-ung

8T-uer

RMBI/t . o ) RMB/t
Simulated pig iron costs Rebar prices
6,000 - r 2000
eGP/t of rebar (RHS)
5,000 {1500
4,000
- 1000
3,000 {
500
2,000
1,000 0
0 -500
[ o ¢ 0T 0 r z <2 <
cEfEREEEFEEEEE
&5 k k N 5 * 5 5 6 5 8 B

R Mysteel. [FHFEE <[ 5.

AR5

N w
HRANE: Mysteel. [FZEH 2 [Fhr.

AERNARAT (“BE” B “AF”7 ) B—FMTIWHREBAMERMEKLE B AFMRLT 2003 FI£T 2012 FHEFHER
Gy B AR R Tl o PG 2R (7 G B AR AR AN, BOE H T AR, AR HAREEWEA . 1 fEie
JRAAVE N EZRORE, I BLE 2) RRFEE N R R Bk A Bk . A R R AR B REIAE] 210 T, IR

AR
S RE

N

I He

B-21: FaERMAAL HAEM

IEF] 100 . K EH AT R
5% 300 Jim.

ESONA

I He

1
1
1
1
1
I
1
1
1
1
'
1
1
1
1
1
1

2009

operation

2003-07

The first electric furnace with 80
tons production capacity, along

with the production line of high-

speed wire rod commenced

2012

®
'
'
1
I
'
1
1
|
1
1
1
1
1
1
|
1
[

Listed on HKEX, was the only
steel enterprise from mainland
entering the Hong Kong stock
market in the last decade

590
2009 2011 9012 2013 2014 2015 2016

Promoted corporate management,
structural reform and green
technologies

S S e e e i

B s

engineering, military

ILF] 230 Jil, A =SR2 R AP, SRR

2014 2016

Products upgrade and Refine product structure,
accelerated scientific heavy investment on of
transformation

high-end special steel
products, tapping into fields
such as railway, mechanical

“
) 1 ] ¥
i 2003 i | 2013 .
1 1 [ R |
! The first production line for X ! Refined the value chain and formed ' 2015
! i i : ' the complementary production :
1+ small and medium-sized i ! i -
i . | 2011 | method of combining the long-and- ¢/ Gagiacly Upgrela i actoloratod
; rebar commenced operation i i i the development of special stesl
! ! The second electric fumace 1 short processes ! S
H 2007 i with 80 tons production | Improved raw materials, sintering, o w'_m o !
! ! 2 , ! S ! Academy of Sciences for production
! The sécond prodiiction line : capacity, along with the ! smelting, and the converter system. : N
: p : G . L 4 , upgrade, looking for new
H . . ,production line of large rebar . Also improved the steel rolling and : . .
, for small and medium-sized 1 X H 8 3 , opportunities arose from the “Belt &
' i 1 commenced operation i electric furnace steelmaking system 1 SN
' rebar commenced operation ! ! 1 Road” initiatives
® ® ® &
BRI 2 A

18 January 2018
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Xiwang Special Steel (01266 HK)

A= R

ZRAEFREFRAAEERHEH TR EERREE. Ed AR AR, AR e R R SR R
A BT ARERRKRERGAE T, B0 RSO R AR, R W@ iy, RN EEA kL. SRR, 5
BRERA T (4 PR A T AR 0 S R AR oA, 50 2 (P R RURE A B BR A7, BRI A R RE T, IR R
2012-20165F 1a], EIL A RE NSRRI AE P AT, B T 8 B8 5 e b AT AR SRR A Bk A 7 T 7 A ) AR — B T e
P HEAT BT RE AR AL 7 B AL A . BRI, H T F 20164 T A4R0S, BRET A AR A% LK, UURR B A A A
I R R AR N R A . AL, BT LA TFAR A T A, RN AS CRORIRAET, YT 27 RN TE 2 IR LG pf
FRUGZE 7 (K50 4 U P9 R P2 7 R PR A KA [ o BAT AR U 7 AR D 24 ] 418 (1 BE I SR P LUK o 2 B SRR e 1 9
TESAN HRAT B T R ARAR Bk A 7 1 A7 AR

Bl-22: EEEEMNE

B-23: BRI R AR B R A

RMB/t RMB/t RMB/t
! e COKE === Stee| scrap Iron ore (RHS) ! per ton costs from long-process through BF
4,500 - 1,400 6,000 -
per ton costs from short-process through EAF
4,000
v - 1,200 5000 |
3,500 -
- 1,000
3,000 =/ ~ 4,000 L
«
2500 | r =, - 800
3,000 ~
2000 «/j\ - 600
1,500 - "x L
| | 400 2,000
1,000 - “
500 - 200 1,000 |
0 - ; - O O I I I I I I
< » 2T O 2 U ¢ 1o > zZz <@ <
B EEEEEREEEEREEE £ 5§ Z 59583 ¢2%s5¢e s
SEERRSEB*E55 5556 AR OO S A AR
[N » W a u 2 o © B E R N B &K ® G G o 5 3 o
FHIR: FES R HRAZ HRIIR: [T 2 [F

P2

7 E R AR = R AR o A ) B AN B i ARSI AN 2 At e R B AR S R S o 78 A RN L B
B RIBRR G &SN, BRI ML, ENEEFEHTEMR. PR, 535, R SRR ™
AP AR AR AR 5 — AT C VR ROARBR AL 7= o, T HL B8 BEAR HEAT BRIR AR Bk A 7 S

Bl-24: 79 ERNEIMET i

= High demand,
high price
volatility

= Demand rely on
large projects

Ordinary steel

Products

I Characteristics I

Mainly used as quality-
building materials,
equipped with

such as
infrastructure,
real estate, high-
speed railway
and expressway

H h

characteristics such as
earthquake resistance
and anti-corrosion

Real estate

=

Regular / high-speed railway

Infrastructure and roads

Expressway

= High value-
added products
catering high-
end customers

= Covering a wide

Special steel
| Characteristics |

High purity, strong
mechanical attributes
(such as flexion and
extension strength)

Can modify the chemical
composition of alloy to
achieve ideal aftributes

range of usage Automobile steel billet
with new and ” Purification, smelting 0
high-end and airtight pouring i
products, Ingots techniques, offering low- i baf ik
enjoying a more segregation and high- —~—
significant density ingots i hinery
market growth Fast forging and

Forgings repairing techniques, ﬁ

materials ensuring product Z >

consistency and quality Mechanical

il

Wind power

»
$

Chemical and petroleum

BRI A,
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GUOTAI JUNAN SECURITIES Xiwang Special Steel (01266 HK)

F-25: 75 E RN B = Bk BN Bk - 26 ﬁiﬁ%ﬂ%%&%$mmﬁﬁlﬁuw$ﬁm

nﬁ:‘““'" I

-

:

ERRIR: 2] KR A

T T @ BRI 23 53 KABAE 24 T 201 64R 4™ M A BN I 7:3b . RTINS b4 Dy 28 W) f0 2 B AN R 7 i, BT AR
77 A B R SN K165%-70% 7 A7 o 7 T K #R 20 (K- S Ak 7 b A T T R R R AR G (R e e S B A T o A W) RE 4% TR 2 7 SR P
APPSR /N S AN ER 7 it o R B0 il AR AR L RSCRN B R S5 2 LA R BBk, S it o A FENER 7 i B B IO
f130%-35% /47 . DL/ FAIBR R S5 K B it A3 AN TR R T ELAR AR AR o RO BRAN BRI A RE , &) 0 2 Pk B — BRIk 3R 4 R AN
uf, HCUnATEs MR EEAN TR R . A A AR — M TR TSSO & SN Bk . Ry 2w AT DURR R LA Bk 7 it () RS 22 5%
AR T 7 SR AR B T R ] L e RIS ERA 1 B 1 20 16 4 R A SUAN B £ DK T, 9T L e B R E ) AN B8 1 75 SR O T 5t

. =] . x =]
B-27: 7 E RN ISR i RN R B-28: P RN B A0 i BN B
RMB mn Sale of special steel Sale of ordinary steel RMB mn Wire rod Rebar
9,000 + 6,000 4
8,000
5,000
7,000 4 3,203
6,000 - 2,032 . 2,543 4,000 - 1890
! 3,237 2,288 !
5,000 { 420 1,810 2,785 1,705 1,210
2,044 3,000 -
4,000 - oa a2z 1,009
3,000 - 2,000 -
5,259
4,928
2,000 - B79% 435 4751 s 15 7B 507 2,654 2861 2947 527
: 3,253 1000 | 2144 2023 ° 2,284 2,243
1,000 - 1,850 1,323
0 0

2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017 2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017

ERFH: A FRAZE . RN LAl [EE AL E
. =] . =]
Bl-29: 7 ERHREIRRN i RN BR B-30: 7 ERRRIIARERT it BN 20 75 /A B
= -Forgings materials -Ingot -Forgings materials -Ingot
RMB mn ™ ~Stainless steel -Steel welding wire = -Stainless steel -Steel welding wire
-Bearing steel -Alloy structural steel -Bearing steel -Alloy structural steel
3,500 - -Quality carbon structural steel -Quality carbon structural steel -Wire rod
17 -Rebar 10% 0.7%
2.3% -07 0 2.5% 1.9%
3,000 - 257 100% - 0-6% o o0 983  1.0% 2.3%
124 L%y 20% St 0% afk kR 3E% 95
90% - 6.1% 2.0% 2.0% : : :
2,500 A 71
30 80% - 3310 235% 200% 27.7% 650, 211% 21.7% 16.5%
219 44 20% | e
2,000 - 1159 134 43 52.1%
137 47p 135 60% -| 20.3% 20.3% 22.7%
i
1500 4 35 — 50% | 335% 255% 25.9% 22.0%
' 2,804 356 20 ..
1,000 - 2,019
Rl 33 330 30% 1
1,601 1,471 49.4% 50.9% 50.4%
500 1,259 20% - 40.1% 36.7% 39.7% 39.2% 41.2%
60 734 734 10% - 23.9%
325
0 T T T T T T T T 1 0% T T T T T T T T 1
2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017 2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017
ERIFH: A A] AL ERIFN: A Al [FREZ .
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GUOTAI JUNAN SECURITIES

O

Xiwang Special Steel (01266 HK)

SRR, AR YR TR BRI . 2011-2015 WHAEDIIA], S 5 250 A0 A0 7 i B A 65 1 5 0 8 T ik
TR, MNP A R A T AN B SN 2 B 3 4%, A, BT EYEEAN S S B, Sk B E AN A
EMEBRETTEREE LA o Rem T AR 2016 A1 2017 4 FAPR @ N B BRI %2 18.7%F1 18.8%, it H 2011 4F
R A E BRI . RFEVE N CATE 2016 AT L8, RS @ AN A& KT E N ARPAT L AR R R L AR 3
T

H2013F&, BEHMNFRFE BTGNS, FELET A, BRET . H2013F WAL AR H A 5, 125 KR,
20164E FI20174F E24E, 7AW ik B A 7 MU NHI17.5%. H2 T T HARE R, 25105 B 5Tk A 720164512017
SRR EFIEN1.9%/0.8%. AL, AN SRR A PR IR S ESR oSS BRI E TTER 2 =] R A IRON K
FIFEAE E XN (DTF1%) .

Bl-31: 7 EARR R i BB B-32: 7 ERFRIKIARERT i K B A

Average gross margin of ordinary steel products

RMB mn Sale of special steel Sale of ordinary steel Average gross margin of special steel products
1,400 ~
25% -+
1,200 -
20.0%
1,000 - 20% -
L8 262 18.8%
0,
800 4 ) 18.7%
15% - 13.5% 12.7%
127 i
14.5%
] 324
8001 27 9.2% 9.9% 10.6%
0 -
202 q 10% 1 11095 11.5%
400 - 187 314 778 8 6.5% 06% 10.1%
552 603 a5 613 5% | 679
200 4 323 354 384 P 509
257
0 T T T T T T T T ] 0% . . . . . . . .
2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017 2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2017
HHFH: 2A] TR LE AR 2] TR L
. > = Vs . =] i3
Bl-33: 7E ERHN KB 5 N B FE B-34: o ERRIKARRRT 5 K BFTE
Forgings materials Ingot
. Stainless steel Steel welding wire
RMB mn Wire rod Rebar RMB mn  gearing steel Alloy structural steel
900 4 700 - Quality carbon structural steel
4
800 1 600 | 61
26
700 -
228 500 -
600 -
161 400
500 - 7
300 - 30 42
400 - 497 1oa 547 . iz
200 | 443 111 200 - -
140 551 286 276 3
4 224
200 | i o 452 100 . 188 223 £
20 ., 272 o L . ®) 87 87
100 1 176 17 @3) T
109 110 130 0)
0 (100) -

2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017 2010A 2011A 2012A 2013A 2014A 2015A 2016A 1H2016 1H2017

RN A\ A ERE 2

KKK

RN LA EHRE L

W ECESH ER SR SRS RIS AES o ZHE S R R B T T AT IR R e A, Dy N Bk K AR
PAATIE R RVEAE AN BR A 2. 201745 1, 2 Rl EAT DRSO SG R I I SLER R AN 7 i 107 b AATIE . AR H AT IEAEY KIX
LEBRER ORI R AR 20184F N AR AR Bl . FRATAIAE RIS HE ZOR A A5 2N W AE AR AN T THOT IR S 2 HLI&,
TEAE M AE AN ER ™ it 2 95 B o K (MBI A RE ) B RCHT R BE S Eh K1 SE 4+ 7

HEGBRET=R TG .. SPHRRIEWE M MEERE, TERIF AR M25.50TIHHEE, NS ™ @
By peek, %A PR Lk fe g REAE AR 2 700,000 0 2k B AR R . 150,000 42k B4 PR A11150,0000 ) 5 40 . T H & 4 7 P 391 J8
F B—IITH/E20184 58 T S8 IATRIT7E20204F R T M H IS —ASE T, Fidr=2e 4R 1% il 7= fe 21k 300,0000
FAER PR 92K 1 150, 00004 (2R BRANIR . BATHIAE 125081 7 S 200 M 20 194 T 45 T ik i & 1 28 )
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GUOTAI JUNAN SECURITIES Xiwang Special Steel (01266 HK)

AR SHEVHARERRERAASERIEEE, 20165E12, A5 E Al AR ER EA R A 7 2F SIEHELE L, SRR
FER MR E SRS X7 RERL K EE ~F], P E AR RAE AR EI R B &8 A5 RATHIME
X5 2 [ B s VR (i a2k PR A T 320 9 AR HE AL AR T LR IO T3 2808 o SRATHARTE BT S R A i ESCBUR N A s A 2,
T 952 R A SR BT B AR e T R AT X B 5 P SR AN PR

W42 43
1IN

BTN B SRR B, A N R BLSRED R R Btk . 2010-201647 18], AR B (RIENER ™ i ) 7 SR AT 11, 3% I AR 5 4
KR, o F] FIONIE G SRS (Rl PE o X2 B AN ERAT LAy 5 P I AS 5T DL AR BT 8t ERR SR RO I N 2R, ANk
AT MR 257 i B AN IRV PR DR 10 72 A% St 2 0 2 5O T ANBRAT L B 5 6 2R AN BRAT ML AR 75 OC &% H AT A3 SN A,  AN kA ™
e S T P R R N B SRR 2 A, AN X BT BT ARRA IRAET - BE . FRATHIE 201848 4% 1 I 18] 4 8k ™
BN R SN ER T IR R, P ARRATTHARNANY 30 70 K FF 2L 320184

2018 B HMARRET, 2P KA KIRE 1. 55 T-20184F s = fl SR g W W U Z (M AT 5, FRATHIS 2 P ik
TR AU T 2018 R 46 R ke (H2 T RN T2, BT RN REE20184F KIR T . J4k, FRATHE s ho e ks
TR TE SR TR, BB A IR 1) BB K T 28 T B R B AN R SR RATTTRTH 20 184F 74 F (W Bk BR ANk = BE 3 7=, g
P20 194 HAFN ™= 2131% CHRAE20184F 20194 X RHIN= TN o FRATTHUNA A 7] 2017-2019 04 4 9k S B 43 Tl i 2|
3007 /71H/310 T it/ 34077 J5Mti.

RATBH2A 7] 2017-20 190 4F IR 73 BB B R 11,937 8 /5 76/12,603H 3 76/14,323 8 /376 FATTIHA 7] 2017-20190 4 24
F] FIHE ST AN LA (RS B AN 43 A BN R 53,161 7T/ A R 13,259 7T/ AR 13,32478,  AH24 T A L 19 K:53.09%/3.1%/2.0% . 3411
FAAE E AR ER T AR TR I RRSE e, 4 B2 S AN AN R TR AR, X2 201800 AR B NI B T3, 1% ) IR . [EAF AR
52, BAHIGE 4 A FI/E2019F P ek th Ik 2 5, AR IR B K 2 HiRam N R 38070, X & Jk T FUAAS A 12k 4K
B S A 3 — e T F E RN N R 11,0002 AR M12,0007G

-5 BHERWRBATN

CANR /M) 2010A 2011A 2012A 2013A 2014A 2015A 2016A 2017E 2018E 2019E
BN
BREUEN 3,439 4,039 3,299 3,018 2,604 1,825 2,034 3,130 3,224 3,288
) 3,790 4,389 3,645 3,241 2,794 2,028 2,150 3,192 3,295 3,359
SRR 3,629 4,247 3,456 3,102 2,676 1,891 2,066 3,161 3,259 3,324
Kr4N
HRITTI 22 45 444 3,605 4,474 3,863 3,564 3,038 2,270 2,247 3,286 3,450 3,519
e 3,839 4,584 3,583 3,482 3,017 2,120 2,312 3,519 3,695 3,769
VG 4,471 4,900 4,969 3,949 3,516 2,753 2,326 3,650 3,832 3,909
AR 22 3,884 4,450 0 0 0 0 0 0 0 0
AN 0 0 10,200 8,749 1,906 0 0 0 0 0
Lk 0 0 0 0 0 2,953 3,007 4,062 4,265 4,351
bt 0 0 0 0 0 0 0 3,830 3,945 4,024
BRER AR 4314
BRER AR 4,741
AN 4314
IR BN 3,661 4,510 4,102 3,620 3,046 2,257 2,305 3,361 3,459 3,840
HEE (‘000 MDD
pepukidl 1,358 1,238 1,388 1,406 1,775 1,854 2,012 2,192 2,241 2,284
RN 115 710 495 642 835 906 785 808 836 1,095
BN ARFET 5,387 8,541 6,891 7,030 8,642 6,752 1,567 11,937 12,603 14,323

TR 2ol AT 2
HE R KB

AR ST E R IR AR R G . 2010-2016044F, JEAMEHSAS (5 A B FI4 T A I 78% 2 94%.  H 20134 K e~
fefE, HTIH R A KR EZE T, RIAH EE20144F 8T, JRARL A AR NI LGB . & FARMER AR AL, B A A A IKE)
kAN IE B A A B R R AR, SRR A P e eI RN BRI N S B A RSN . R, A E I AR A 45 4 11
REVEAR ST H 201 34E K AR P B 77 5 Ho A = I RE (0 o
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O BERERIES

GUOTAI JUNAN SECURITIES Xiwang Special Steel (01266 HK)
B-35: T ERNHINERA ™ IR A G54 El-36: 78 ERMAHIANRA = K E AR A S5
Others Labour Electricity Depreciation Raw materials Others- Molten iron Pig iron Coke powder
Steel billets m Ferroalloys Coal Steel scraps
m Coke m |ron ore dust
1% 1% 1% 1% 9 o 1%
100% - 2% 5% 306 3% 5% 39 100% 1 4 5
o % 2% 2% — 8% 8% 5% .
90% | 4% 6% 9% 7% 90% | 9% 506 15% 19% 18%
6%
6% 4% 9 2% 2% 9
80% - 9% 80% -| 17% 504 o 3%
- 4% 5 6%
70% - 70% - 6% 4%
60% - 60% -
% or | | 61%
0% 7 9306 94% 94% 92% 50% 46% 220
40% - 83% 78% 82% 40% -
30% - 30% -
20% - 20% -|
0,
10% 10% 26% =
0 (i 0,
o 12%
0% : : : : : : : 0% : : :
2010A  2011A  2012A  2013A  2014A  2015A  2016A 2010A  2011A  2012A  2013A  2014A  2015A  2016A
RN : A A] TR 2. ERFN: 2\ A] [FEA LT

Xt RE DT A B e B DV AL 201 7R B A b4 w4k 201647 ke v B AR AT L ST b 25 U SO LUK, 2017487 REF
PR RAT B ARG R 3% o 201745, | XA Bk™ i (1R U5 5 SR AN LK H 201 74F:6 - L BRSSO AN ER ™ BE, R0 IO 75
KA, BESHE TRI AR OREE20174R8 IR PEAF AT o T PRI AR RE Tt DA™, BLAH AT+
BRI, AR AL A B 22 i A AR A A AR BR AR o BRI, FRATIL S BI201 748 s s Atk Bk A 7R oK, X 3
BOHAL T 4Bk 3 AT N T RS REYT 5K

E-37: ¥R EMEIES El-38: EABA%E A
USD/t . L 10kt .. .
Platts iron ore price index Domestic iron ore inventory at port YoY%
250 16,000 - 80%
14,000
200 L 60%
12,000
10,000 [ 40%
150 '
8,000 L 20%
100 6,000
0%
4,000
50 - -20%
2,000
o L . . . . . . . 0 - . . . . . . -40%
£ § 25 959 &3 %% % ¢ s g £gcgcgcyg ey ey ey
2 2 6 F % < ¢ L 7w = o3 3 3 O O U U U U S US TN
gﬁt“;ﬁaabmaggﬁa P PO NMN o @ X PP 0 e 2 I YN o
RN EFICHEE T B R A2 RN Mysteel. [HZEE 2 [#

B TR IR MY 7K, 20185EEN AUTAR FIRERE(R o S ORFA AR [ ANk A P s b sl oy BE OB DR 7, FRATTARAE: D
FERE20184E5,000 77 MEH BRA 41 BE M TN, BRA 0 T3 IO 5 5% S0R SR BRI U A% EET AR 20 20184 v [ A k12 Pr 5K
TR T ik, k120184 [ P [ 52 B S G BB TN T 56T, B3R RIT dr20 185 (AR ks, I AR H v (K 1 e 17
B, RATHUY 20184E Bk ik T EORH) AT AR EEAE SRR, BATMG: D B2 A%y Al it %S 2) 2018
FH TR KR PR AR AT BEHE R 20184E 25 — FR IR i . T DAIRATTTCHBRA™ 40 01 R okt 120184 T 2F 4 Kk A .

2018EBRANMITAE PRI — P BT . BN HEAE20174F6 H RIFHIFEMT, i TR 2B e L2 bR, E R
PR PET R AR I IR . R RS KR NI, PRI AL ARG IR, BT AR T AGR M AL ARk A 1 i Ll 72
20174 554%F )5, BIOVEAEZ mylp - s R A, RN FR BT, "26+2" X (AR5, RN FRAL0 ] i#—5
PR T et 1 RN o B A 2 AN R . AR AR MR AN R SR R T, [ A BRARAN ik il N R T
5007C. #5A20184, HTANERA ™ Hm & A, FATHIE201841,560 /3 W iy HL5IUY 7 B A9 527 LA L2 H RTAE 7 7 RE R 7= BE A T 28
i, AR RIE B TR 2T RN RGNS KO 5, BATHE20184E AN M AR it — 20 271 Pk, 5%
JE BB AN 2 (8] ARz, BATHUIR A AR AOAR B mT RE sk ENITAR NI s (EIZIFAS S B R AN A 4% thoAK 0 3 1A
EATEY (H2PEAFR ETHTTHD -
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O BERERIES

GUOTAI JUNAN SECURITIES

Xiwang Special Steel (01266 HK)

Bl-39: H RN

Bl-40: HORBURER RN ERE

RMB/t . . Days . .
Domestic steel scrap price Inventory days of steel scrap from mid-to-large scale mills
4,500 25
4,000
3,500 20
3,000
15
2,500
2,000 10
1,500
1,000 5
500
OA I I I n O |- 1 1 I 1
(& < [~ [ (& < (& < [~ [ (& < (&
ES 585§ 8 g g2 g8 5B £ § £ FEFEFEEF £ 8
A S - S SR £ R S B oS R L B L B & B B
o [ [ ~ [N B 0 b b o 5 ] o N w N 13 o ~ 3
FERIRI: Mysteel /B3R % [FF. FERRIE: Mysteel. [FFEE 2 FF.

P ERI BRI MR RG EE 2018 it — P 8T .

E10 D WERMIZ A FROLEE— P oG, R PR B, & 2) TR

B NERMTUH, EEFR Y AN T ERIRGUEIET A LR R R fed kg =, HIEERIERR G A
T A F B FEE2018 it — 254 Ko AT ARG FEARANER (K AL R, FRATHU 75 T2017-20 190 S48 27
IR 53 A N R 1162970/ AR 169270/ N R 76870, Il R i 22 25 AN g = m B R E ,, AT 712017-201900 42 1) B F)
T2y Bk BN R 119.0812.56/21.5012.76/26.1642 76,  #124F-2017-201904 4 [7] L #-K: 78.6%6/12.7%/21. 7%, S 5 3 18] () B A1 2 A

T N16.0%/17.1%/18.

B-41: RAEER R (KIRE) B4 KRR RIBHL

SRR A

3%.

JER R A

Bl-42: AATEMNARIE GERE) MBE KRB

RMB Others = Coal

2,500 -
2,000 - 30
1,500
1,000

500 -

0 -
2014A 2015A

u Steel scraps u Coke mlorm ore dust e Others m Costs of graphite electrode
m costs of steel scraps m costs of molten iron
3,000 4
340
344 S 2,500

2,000 A

1,500

1,000

500

0 -
2016A 2017E 2018E 2019E 2014A

2015A 2016A 2017E 2018E 2019E

BN A R L

B-43: v &) R N S R AR I P A

EHRIR: LA [EEE 2

Bl-44: AT BB AR EFE

m GP/t for ordinary steel m GP/t for special steel mmmm GP from special steel mmmm GP from ordinary steel
RMB RMB mn Gross margin
900 4 3,000 4 183% [ 20.0%
800 17.1% L 18.0%
16.0%
2,500 16.0%
700 4 14.1% [ 16.0%
- 14.0%
600 - 2,000
- 12.0%
500 - 9.7%
1,500 - 8.50 - 10.0%
400
- 8.0%
300 - 1,000 -
- 6.0%
200 1 - 4.0%
500 -
100 L 2.0%
R 0 + + 0.0%
2014A 2015A 2016A 2017F 2018F 2019F 2014A 2015A 2016A 2017F 2018F 2019F

BRI LA FEA LA,

BRI A HEA LA
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E 3R ELUETF

GUOTAI JUNAN SECURITIES

O

Xiwang Special Steel (01266 HK)

R- 6 TERNIMRALE T ZFEABHI AR5

ARM 2014A 2015A 2016A 2017A 2018F 2019F
Bk 617 366 413 503 453 444
£ 1,122 825 1,245 1,507 1,658 1,740
RN 2,252 1,379 1,369 1,536 1,689 1,757
PR 475 388 426 564 547 558
HAth 5517 4,663 5,204 6,004 6,184 6,369

RN 4 A]. B2

ZEFH

ZEFEH E H2016F A R T7.631Z 0 Z201904E A\ R 22.68/2 70, £BFER N Fivt 51201604 4F1f110.1%34 22019
WA4ERI15.8%, T2 F2016-20190 45 EFIE A BFN BT TR, I R IR T 55 19 bR TR 6 e (0 R R (1 i 2
EAEENE, FIEN TP IHEE, M30FEMUN40%4, PUR A& KT IH HIS4EMCN204E . iZHTIHBUE B4 S SUEER
WIETFFE, BIRIPBCESHAB RN —3 . B4, HTF2017 458 Mis ks A KIEE I, 25 8 9% Wt iR ik

Bl-45. ZEMNELLERREER B-46. HERITERA

Operating profit
RMB mn

Operating margin

Administrative expenses

RMB mn Selling and distribution expenses
2,500 -+ - 18.0% Total SG&A/Revenue
15.8%
L 16.0% 200 + 1.3% - 1.4%
14.6% 14.0% 0 12% 12% 50, °
2,000 1 12.7% F 14.0% 180 1.1% L 1.206
11.5% 160 -
- 12.0% 1.0% 1.0%
1,500 0.0% 10.1% 140 - 58 [ 1.0%
-0% L 10.0% 9
8.6% ° 120 | 0.7% 0.8% 53 55
% - 0.8%
L% 2,268\ 8.0%
1,000 - 100 A
1,768 L 6.0% i - 0.6%
4.2% 1512 6.0% 801 0
1,245 J
500 L 4.0% 60 7 67 101 115 - 0.4%
- 635 740 763 0 - 63 52 95
492 [ 2.0% 58 47 L 0.2%
283 20 -
0 . . . . . . . . . 0.0% 19 20 22 21
2010A2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F 0445 6 9 : 0.0%

2010A 2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F

BN A R L

Wit 25 B2 A R fEAT RE 7T

FHAW: A rl [HFEA

VBT BB AT B AT, RATHHHE ERIRDFAMt . v oMot B FEEE R P %5 A FI A 2K Bl AL 5 R4RAT f5 3K - 2015
F, BTG, V6EAE N N E a6, AM4ERF IS S MRS W AT 2. R TATW AT B2 KigesE, &N vEE
{£2017-2019W A2 S0 B 73 AM5t,  an ks B ARCAE 23R TB) AR 0F 55 2R FH o b2 44 478 11944 57 5 FH 2016 4F [1]120.0% % 42 20184F
HI77.7%, Kift—35 T B2 20194F1#156.9%.

B-47: W45 % MR El-48: VaERHNIMIER

Interest on an amount due to independent third parties

Interest on borrowings from Xiwang Finance
= [nterest on borrowings from the ultimate holding company
m Finance cost on bills discounted

Borrowings from the ultimate holding company
Borrowings from Xiwang Finance — unsecured
= Convertible bonds

RMB mn - RMB mn m | ong-term interest bearing bank loans
= Interest on a finance lease i m | ong term interest-bearing other borrowings — secured
450 - u Interest on bank and other borrowings 6,000 - = Finance lease payables to Xiwang Leasing
400
5,000 -
350 1 61 169 1,382 1,308
J 1,248
4,000 2,882
2,000
3,000 - 1,960
3,345 1,568
2,000 4
1,000
725

2014A

2015A 2016A 2017F 2018F

2019F

2014A

2015A

2016A 2017F

2018F

2019F

BRI LA FEA LA,

BRI A HEA LA
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O BERERIES

GUOTAI JUNAN SECURITIES Xiwang Special Steel (01266 HK)

T EERBINENEE S, DUERASIN K R R45 75 £ EBITDA, IATMIIGE 2016 MHAERIF B8 5 250N 25 %, ¥t —
SBICKZE 2017-2019 WHER) 43 £5/49 {%/62 £5% (F£T 2017-2019 WHFEFIBFITIM) o FIRSRATE D E 770058 LLPRA 2 7 76 7] g
LRI T T I EEAT B FT . DR R, AN SRIB SV T 4% R 2k 20%, A+ RIS 55 R0 T 94% LA 5 2.8 i (Rseky
APREARFEAA) o FAVARE BN TR LR T80 SEhr LR TR I 45 1 AR [ Rl B T 20%. % 3
BN, T R&RARM bR, AR 38 0 [

E-49: FiERNKIFHAMHE E-50: AERFNKFASES
M mn Net debt Net gearing M mn EBITDA Interest coverage (x.) .
6,000 4 r 140.0% 3,000 4 r 70
120.0% 62
5000 - - 120.0% 2,500 - - 60
91.9% L - 100.0% i * L 50
,000 - ]
4 T 2,000
L 80.0% L 40
3,000 - 56.9% 1,500 - ”
4,825 4,666 4511 - 60.0% 25 2,599 | 30
2000 | 36.1% | 40 3927 e 1,000 17 L81a 2,086 |
1,000 - [ o, | 1,135
i 20.0% 500 Tt 1,061 L 10
° 2014A  2015A 2016A  2017F  2018F  2019F oo 0 ‘ ‘ ‘ ‘ ‘ 0
2014A 2015A 2016A 2017F 2018F 2019F
AERN: Ad] [FFEE 2. HERNR: LAl [HFEE 2.
- 7: FEERHR 2018 FEALTREN) I R
IS 2 AT IRBRSUN AN IS A 5
f5) -20% -15% -10% -5% 0% 5% 10% 15% 20%
-20% -713% -49% -26% 2% 21% 45% 69% 92% 116%
= -15% -78% -55% -31% -8% 16% 40% 63% 87% 110%
J& -10% -84% -60% -36% -13% 1% 34% 58% 81% 105%
§g -5% -89% -65% -42% -18% 5% 29% 53% 76% 100%
& 0% -94% -11% -47% -24% 0% 24% 47% 1% 94%
s 5% -100% -76% -53% -29% -5% 18% 42% 65% 89%
;’% 10% -105% -81% -58% -34% 1% 13% 36% 60% 84%
15% -110% -87% -63% -40% -16% 8% 31% 55% 78%
20% -116% -92% -69% -45% 21% 2% 26% 49% 73%

R 2. B 2
FAIE R A2

HREEEMN 2016 IHEMART 3.33 ZTlKE 2017-2019 MH4ER A RT 8.45 1255/10.37 125T/14.13 1278, 43 B4R 2T B
BAR M RI LK 154.1%/22.7%/36.3%. LK FF il 2017-2019 FE4NN i mroimt, HULSESEREEZEFRE ET. Bk,
NFAE 2018-2019 WHAE F 2 ALFF B FRAI X e 3 KA Taik . ARFEIRFE TN, 2017-2019 WHAE SRR 4) 58 7.1%/8.2%/9.9% .

2017-2019WH4E M E A R B F B AN R T0.41755/0.49255/0.6 7078, 43 5 FTF31151.7%/17.9%/36.3%. HIEZEKE, AF
FE20174E9 A Ml . BIEZ G, ARMRITESMNEIAF21.1012, 4T AR O KRITERNAT%E G . WA, ARLE
20174F10 H RAT {43,000 77 £ TG Al e 4t 5, R4 A N B A 40 1.9 HE 0. RUCKE R0 5 e A i e, B%1.22514
BB RAT, HE T ARG CRITIRANS.8% /4. Kk, PHE2017-201900 4F it 3 A A5 I 20 370 5 o A R
0.41775/0.49275/0.6707G, 2017-201900F 47 fity i 1 453 Bz 4 R Tt 43 ) 9 A\ RS 10.37971/0.46571/0.633 7t
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E 3R ELUETF

GUOTAI JUNAN SECURITIES

O

Xiwang Special Steel (01266 HK)

B-51: HJEVE ERARIR AR AIHE

B-52: PO ERWEFIR REHREF

Profit attributable to owners of the parent YoY %
RMB mn
1,600 - r 200%
154.1%
1,400 -
- 150%
1,200 4 96.5%
84.5% - 100%
1,000
] 36.3%|
800 22.7% 50%
11.3% 5.gop 1,413
600 -
1,037 - 0%
400 | 9%° 845
] 9 -58.4%
62.1% | 505
200 A 345 384 407 333
169
0 -100%

2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F

Basic EPS Diluted EPS

RMB
0.8 4
10.6%

0.7 A
0.6 -

05 A

5.5%

0. 5.0%
A 4.79 0
1% A.4%

0.3 A

02 4 2.5%
0.192 0.203

o1 4 0.166

0.057 | 0.018 0.085

417
0.379

net margin
r 12%

9.9%
r 10%

0.670
8.2% 0,633

7.1% - 8%

| - 6%

- 4%

- 2%

0.0

2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F

0%

RN 4\ A]. ERE 2 E

Bl A B i R

FRAN: QA [T L

AT R 2 R ANE R IR S SO T 201843 — b s . AT AT S R, 75T AI2017 48 5 P2 I 38 SR AN 5 P I 38 R0k
AN ET6.7%H18.7%, ENIEFEI.ONE B EML0.4NE A BrPIREE R ANE T IS R ANk B Bk, B2 F|2017 0

ox ) AN e

Yk, FATHIYI2018I0 45 24 7] BB Y A A BE IR R 205 9 7.6%4119.2%

Kl-53: 7§ EHFNKIROE FIROA

E-54: 7 ER4NMROEM IR ik

IR B A T IS o ST ANERAT ML A REARBLRE — 2D s M TOW,  BRA TS BRI 35 5 70 1201800

ROE ROA
RMB mn
60% -
48.0%
50% -
40%
30% -
18.7%
20% - 15.9%
14.7%
13.0% 17 704
8.3%
10% - 5.0 6.7%
. 43% 38y 4.4%
159 28%
0%

22.2%
19.2%

7.6% 9.9%
6%

2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F

«=O==Net margin
RMB mn

12% - 33

3.0
O 10.6%
2.7

Asset turnover

2.9 3.0 3.0
10% -

2.6

8% -

6% -

4% -

2%

0%

Equity multiplier
quity P! *)

r 35

9% 3.0

F25

F 20

- 15

F 1.0

r 05

2011A 2012A 2013A 2014A 2015A 2016A 2017F 2018F 2019F

0.0

BN LA R L

PR BN KBRS 23 BB AT

PR Ak 2 7 P ) B ARG T AR A R = 2 AR A% A AR Bl AR UK,

BRI A HEA L

FATBAL T AN B A SRR T A R B R AR B

P RS B2 T MRS 7 8 B W B AN R e KR4y TR SUER AN A% o 0 AR AN 2k o B A S Fa W B, FRATT LSRN
(s B 38 AN B VR AL BURE T IS 8. SE— AT AR AN VPR SU R A s AN A B 30 S AR 3 = A=
RIEBLESAN . 55 A (RIS BEATRT 2018 WMAET A RN . ERER, TEN TSR 4SS
TEHEBRINERE (R THBREAE) : 2018 EIBSENEHEIM BRI 3%/5%/10%H7383), ¥4 2018 MEKE

R4 B R 21%/35%/69%E 4 -
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O BERERIES

GUOTAI JUNAN SECURITIES Xiwang Special Steel (01266 HK)

R- 8. AT KRS BN & HIREXT 2018 SFARR A HBURMES

FEI AR %3 5] O F FIRSUN S B 1 A8 5
(ONMIED) -15% -10% -5% -3% 0% 3% 5% 10% 15%
-15% -109% -T7% -45% -33% -13% 6% 19% 50% 82%
&R -10% -107% -75% -42% -29% 9% 1% 24% 57% 90%
oS -5% -106% -12% -38% -25% 4% 16% 29% 63% 97%
e -3% -105% 1% -37% -23% -3% 18% 31% 66% 100%
?&Iﬂ 0% -104% -69% -35% -21% 0% 21% 35% 69% 104%
:% 3% -103% -68% -32% -18% 3% 24% 38% 73% 108%
& 5% -102% 67% -31% -17% 4% 26% 40% 76% 1M1%
% 10% -100% -64% 21% -13% 9% 31% 45% 82% 118%
15% -99% 61% -24% 9% 13% 36% 51% 88% 125%

ERLRIR: [T £ % .
K- 9 B AR ARG IR R ZXT 2018 SRR FA I BURE S AT

B A 1% AL 2 B ks 2230
(ONMIED) -15% -10% -5% -3% 0% 3% 5% 10% 15%
-15% 50% 43% 35% 32% 27% 22% 19% 1% 3%
-10% 41% 34% 26% 23% 18% 13% 10% 2% 6%
J‘F,E -5% 33% 25% 17% 14% 9% 4% 1% 7% -15%
§g -3% 29% 21% 13% 10% 5% 1% 2% -10% -18%
& 0% 24% 16% 8% 5% 0% 5% -8% -16% -24%
= 3% 18% 10% 2% -1% -5% -10% -13% -21% -29%
4 5% 15% 7% -1% -4% 9% -14% -17% -25% -33%
10% 6% 2% -10% -13% -18% -23% -26% -34% -41%
15% -3% -11% -19% -22% 21% -32% -35% -43% -50%
BRI [T AT 2T s
1t &

AFRERRSARE L SHAMEE LN LS, AR S EAERYTE, AERE . A E T RTEE T A S AN
FUAE,  FRATVARAE THI e 15053 (¥ 22 I BF R BT, 1 5 (A ASAA 28 R A0 i R 110 D 45 WR o LA % A i) 9 42 1 B R 1) v it R 7 o 4 8 ) 22
HEE M E K. 2) kBN ok W 5538 55 76 F 201800 45 f5 N FI BRI o DR Bk AR ™ il — REEA 2 ) LAl G4 7
e ARG M1,00006 %8 A R 12,00000, BATTH(E 20190 47 8k g ANk = i o B2 A A R B RIRE 7. 3) 2017-20180 4 4 F)
SRR, RV EEAARE, H2017WENERNAEERARTS.401470, AT RHIEKIE150%, RIEHRNME
FITRI, AT £ 201800 4E ) 2 R4 A b 13 22.7%.

T 2258t Binth, BAVG FTN BB IS 15 HHTH 2 T0.615/0.5(52017/2018 4 i 3, T AR BT L i AL~
#)1.0%/0.9f72017/2018 M £F 1 4 3 . P4 A1 4w THRISOAS A L5 G VA B BORFIE 300/ E LR, 2613 H A ) A 192017
AR B AT PY EIRAKFIBLR R A 5159.0% . [Alt, 3248 15 HoAl At b iAWk Rk ELBCAME B9 B AR BL & 2017/2018
V4 S 20 ) B R D (R T, SRATT T P E A E AT LR A AR BRI ). 20,7065 120184 i1 4, FRATTE o i 2 =] 1
HArt 82.25%70. MRAERJEYCTr, BATH H bR SR 38.000 1) AT 48], RIS T KN BB

FEXBAE: 1) 2018 FE T HUHNK T RES B AT NKEMIFEE. 2) 2018 FR T HIM=RER TR, AT E RSN
Bfitn. 3) 2018 FERMEMIME EBK. 4) 2018 FH RIS HIER, Han A F ] R E R R WIFRRIL =R HE, thas
] REFE AT A T B ARE ST .

R-10: Fi EHNBRA BB FIRAE R R

e hifE TIEF EVIE S SLERER

RFD 18 o) 2014A 2015A 2016A 1H2017 2014A 2015A 2016A  1H2017 2014A 2015A 2016A 1H2017
76 T4 01266 HK  RMB 3439 0203 0085 0166 0154  10% 9%  14% 13%  82% 39% 99% 10.1%
T E 7R 00581 HK  RMB 19776 0020 (0.260) 0250 0548 5% 2%  10% 14%  30% -08% 66% 12.0%
LRk 00323HK  RMB 37893 0029 (0.620) 0160 0213 6% 1%  11% 10%  1.9% 9.7% 37% 6.8%
BN 00347HK  RMB 60,374 0128 (0.635) 0223 0252  11% 6%  13% 10%  29% -56% 43% 57%

b A HEH ROA ROE

RIG 18 (o) 2014A 2015A 2016A 1H2017 2014A 2015A 2016A  1H2017 2014A 2015A 2016A 1H2017
] 01266 HK  RMB 3439 AT% 25% 44% 55%  6.8% 25% 65%  94%  11.7% 44% 83% 14.8%
4y 00581 HK  RMB 19776 02% -44% 20%  93%  27% -24% 56%  124% 07% -86% 81% 364%
L4k 00323HK  RMB 37,893 04% -114% 26% 55% 26% -56% 35%  41%  10% -23.0% 64% 16.0%
AR 00347HK  RMB 60,374  13% -88% 28% 47%  31% -28% 33%  28%  20% -101% 3.7% 8.0%
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£-11: Ekbkbi
Ji S

e WBR (HE) g (e ROE E£FIFE 2%

jii&d 54 (%) (%) (%) TE

(NE] il Wi 16A  17F  18F 19F  16A 17F 18F 19F 18F 18F 18F  WITHE A
s LT AR
7 2R 1266 HK HKD 1.63 84 48 41 28 07 05 04 04 14.6 16.4 9.0 3,439
wh [ AR 77 5 581 HK HKD 5.42 185 37 46 45 15 12 11 10 224 14.1 6.3 19,776
S AN E-H i 323 HK HKD 3.93 211 64 62 63 14 10 09 08 15.2 13.2 2.7 37,893
HMB-H 347 HK HKD 8.19 314 98 92 91 12 10 09 09 9.8 13.8 3.1 60,374
fiij 735 199 62 60 56 12 09 08 08 15.5 14.4 5.2
IS 254 76 74 13 13 10 09 08 13.6 13.7 3.6
R TR R A
S -A 000898 CH CNY 6.88 309 1041 97 92 11 1.0 09 09 9.2 14.7 3.0 60,373
*ST 4E35-A i 000932 CH CNY 8.68 na. 66 63 62 42 26 19 14 28.5 14.1 na. 31,853
AN -A T 000959 CH CNY 6.09 803 132 119 106 13 12 11 10 9.6 16.5 na. 39,199
TN AR-A I 600019 CH CNY 9.22 16.8 123 110 1041 12 14 12 12 111 12.2 44 249,841
H A i 600782 CH CNY 6.91 383 96 87 78 22 18 15 13 16.6 10.8 na. 26,813
HRARAA LLI-A JIE 000717 CH CNY 8.42 2105 89 95 89 444 79 40 26 48.4 18.2 na. 24,791
(LSS 260.0 10.1 95 87 74 25 18 14 19.9 14.3 36
LIS 3447 86 79 72 36 14 11 09 11.1 10.2 2.3
AR b AT A
Arcelormittal MT NA EUR 29.97 178 92 106 102 11 11 10 09 9.3 115 1.2 292,394
Nucor Corp NUE US usD 69.26 279 194 145 144 28 26 23 21 16.8 14.5 22 172,168
United States Steel Corp XUS usb 39.31 na. 216 133 115 30 24 19 16 17.6 13.8 0.7 53,788
Nippon Steel & Sumitomo Meta 5401 JP JPY  2,881.00 182 195 125 112 09 09 08 08 74 13.0 22 192,516
T 735 218 162 124 112 1.7 16 15 13 12.2 19.6 1.6
IS 2] 184 131 119 110 14 14 12 11 10.5 16.3 1.7

FEHAN: Bloomberg. HFEL L EF.
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it S5 HRE K R
MK B
Year end 31 Dec (RMB m) 2015A  2016A  2017F  2018F  2019F Year end 31 Dec (RMB m) 2015A  2016A  2017F  2018F  2019F
Total revenue 6,752 7,567 11,937 12,603 14,323 Property, plant and
Cost of sales (6,175)  (6,498) (10,029) (10,453) (11,707) equipment 9,733 9915 10617 11,069 11,529
Prepaid land lease payments 99 96 94 92 90
Gross profit 576 1,068 1,908 2,150 2,616 Available-for-sale investment 100 100 100 100 100
Other income and gains 25 22 28 53 109 Deferred tax assets 6 5 19 21 19
Selling and distribution 22) 1) (95) (101) (115) Total Non-current Assets 9,938 10,117 10,830 11,281 11,738
expenses
Administrative expenses (67) (52) (53) (55) (58) Cash & Cash Equivalents 272 102 176 180 198
Other expenses (20) (2) (12) (1) (10) Inventories 659 1,051 1,308 1,485 1,766
R&D expenses (210) (253) (263) (269) (274) Trade and bills receivables 61 129 164 173 196
Prepayments, deposits and
Operating Profit 283 763 1,512 1,768 2,268 other receivables 195 194 224 234 262
Finance costs 91) (336) (367) (357) (328) Derivative financial
instruments 2 4 4 4 4
Profit Before Tax 192 427 1,145 1,411 1,940 Income tax recoverable 50 0 0 0 0
Income Tax (23) (94) (300) (374) (527) Pledged deposits 462 335 535 581 558
Profit After Tax 169 333 845 1,037 1,413 Total Current Assets 1,702 1,813 2,410 2,656 2,983
Shareholders' Profit / Loss 169 333 845 1,037 1,413 Total Assets 11,640 11,930 13,240 13,938 14,721
Basic EPS 0.085 0.166 0.417 0.492 0.670
Diluted EPS 0.085 0.166 0.379 0.465 0.633 Trade and bills payables 1,485 1,661 1,786 1,861 2,085
Receipts in advance, other
ReTER payables and accruals 1,671 800 855 784 804
Interest-bearing bank and
éerg end 31 Dec (RMB m) 2015A  2016A  2017F  2018F  2019F other bgrrowings | 594 2380 279 2775 2404
Profit before tax: 192 427 145 1411 1,940 Borrowings from the ultimate
) holding company 2,186 1,482 0 0 0
Adjustments for Income tax payable 0 19 34 53 79
Finance costs 91 336 367 357 328 .
Interest income (15) @ @) (0)  (106) Other current fiabiities 0 ! ! ! !
Depreciation 480 347 248 368 383 Total Current Liabilities 5,936 6,343 5,472 5,474 5,373
Others 20 4 2 2 2 .
CF before WC changes 768 1,0(9; 1837 2087 2548 Interest-bearing bank and
L ) other borrowings 421 0 1,198 1,189 1,030
Changes in inventories 197 (385) (258) (177) (281) ) .
Changes in receivables 21 (8 65 (19 (1) Borrowings from the ultimate
) holding company 1,159 1,400 1,382 1,308 1,248
Changes in payables (1,647) 209 180 4 244 e
Subtotal (450) 845 1,694 1,896 2459 Deferred tax liabilities 18 4 8 3 4
Interest received 18 6 25 50 106 Other long term pa}.,ab.lg. 161 161 161 161 161
Total Non-current Liabilities 1,759 1,565 2,750 2,661 2,444
Interest of finance lease (3) 0 0 0 0
Govemment grant received 0 ! 0 0 0 Total Liabilies 7695 7908 8221 813 7817
PRC tax paid (125) (39) (294) (362) (498) —
Cash fom Operating Activities ~ (560) 812 1426 1584 2,067 Total Shareholders' Equity 3945 4022 5018 5802 6,904
CFI ' ' ' Total Equity 3,945 4,022 5,018 5,802 6,904
Purchases of items of PP&E (1,544) (578)  (1,050) (819) (844)
Decrease in pledged deposits 284 128 (200) (46) 23
Purchase of available-for-sale %t
investment (100) 0 0 0 0 2015A 2016A 2017F 2018F 2019F
Other investing activities 5 4 0 0 0 Growth (%):
Cash from Investing Activities (1,355) (446)  (1,250) (865) (820) Revenue (21.9) 121 57.8 5.6 13.6
CFF Gross profit (31.5) 85.4 78.6 12.7 217
net changes in amount due to Operating profit (61.8) 169.6 98.3 16.9 28.3
third parties 5311 3552 4319 3471 2670 Net profit (58.4) 9.5 154.1 227 36.3
net changes in borrowings
from ultimate holding company 2,186 (463)  (1,500) (74) (60) Profitability (%):
Repayment of bank and other Gross margin 8.5 141 16.0 171 18.3
borrowings (5385) (3,266) (2,940) (3,500)  (3,200) Operating margin 42 10.1 127 14.0 15.8
Dividends paid (30) 0 0 (254) (311) Net margin 25 44 741 8.2 9.9
Issuance of convertible bonds 0 0 234 0 0 ROA 1.5 2.8 6.7 7.6 9.9
Interest paid (29) (344) (367) (357) (328) ROE 44 8.3 18.7 19.2 222
Other financing activities 24 0 151 0 0
Cash from Financing Activities 2,077 (522) (102) (714)  (1,229) Liquidity & Solvency
Net Changes in Cash 161 (156) 73 5 18 Current Ratio (x) 0.3 0.3 0.4 0.5 0.6
Cash at Beg of Year 127 272 102 176 180 Net gearing (%) 91.9 120.0 93.0 7.7 56.9
Foreign exchange rate Interest coverage (x) 16.9 251 429 494 61.5
changes (n (14) 0 0 0 Dividend payout ratio 0.0 0.0 30.0 30.0 30.0
Cash at End of Year 272 102 176 180 198 (%)

RN 4\ A] [HEE 2.
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(1) 43Hr ABHAE B R FHERIBAEAT SR IS RAT ARSI T .

(2) i ABHA PR FERFFA AT AR BT F R i & AT N AT 543 o

(3) BREH I ALEPR(01253 HK). EZRE 2 Hbris B IR A 7 (01788 HK). IR % AR A (02886 HK). I~ RUIFAE (03156 HK).
M BT /N (03157 HK). IE%:H177(06158 HK). MR I IR A 5(08237 HK) & B fRAE-R(CNY) (83156 HK)4h, [H7s
B 2 B HAE A R R FFA AR AR BT i & AT A5 BEAME1%E DL B 1 558 as -

(4) EZRE RS IER A REIESIT %124 A WA SRR & PR RAT AAERBHRAT IS R &R

(5) EZE e HER A FEA ARG AR e i & T AT RS .

(6) ZJ& T ERE L IHER A 7SS A RN A TR AR E BT AT AR SR .

S3EY
AW E W EEARE R AR (T AR AT (BRI BRI A T R BRI SRS i 5y 2 By o 2R %
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[FEOR

HRALHHE A, 5 AR E LA R AT RE & 17 25 210 7% 7 S 5 AT e 2 o DU s R I 8 11 S A T T 37 VP 8 B ) S
228 2o 4 LA R 7 B AR Bl 55 BT RE 2 - 55 AR o5 RO 77 B AR A R T A — B B R 3

s PR GOR SR MER R RE, (B ZR IR AN S R AE T AT e Bt A AR o il of R BEAF AR B — e T AR RBUA M B /Y
FELE WU E R T A L UL R IR, IR RE R AR E M. P08 B A S B AR B BIE SR LB i Z F R, R R . AR E
PR, MATRE, RREFFLIALSE WA LERIHEHEE.
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