PR

ErE/A® (6839.HK)
IS+ [ e R G S > R T
EVE B A EIS

PhillipCapital

27 July 2017

BAFHK
HH{8: HKD 3.47
GRIE#EZE 7 H 25 H)
EA{E: HKD 4.60 (32%)

BE T

BRI - ERE RS I T iR TE HAEHAE YD > PPP IH H AR IR - THEIRA/EAK
R PRI BATBREIG R BN ] ¢+ [RIIRFE R R P AR A ME AL T - B T O TE
HZSERCGER - AL ARG E B AR - FHHIZAR] 2017-2018 FRIBCARG 7Y
BUZEE] 40.6 (8T ~ 50.6 {RICIFANE T BIR 5.28 f8IT ~ 6.3 {8IT,EPS 7345 0.44 7T ~
05370 T HHEME 46T - % "BEA” 7k - GRIEEETH 25 H)

AFEFR
MR (7 ) 1,193
Historical P/E Valuation e GRS D) 4,152
P/E 52 )4 B {EEARAE (HERE D) 4.85/3.31
18 -_—— == average
16 FERHE %
14 1 BB HIE BT AIRAT 30.3
12
10 %
8 BERE > %
6 1A 3fEA 148
4 K 233 2.97 -10.16
2 TR 458 9.78 22,07
I Y
REgfgfezsEgsiigadges -
- o~ [22) < wn (o) ~ o0 (<)) - o~ [22) < [Tp) (o) .
Source: Bloomberg, Phillip Securities (HK) Research 'Tf'\-\ i = A
s e
' \J'\.-""YIJ/\‘V‘\I ‘/-,_"‘.V"‘J‘-“_,‘JI’J v
Peer Comparison 1‘*' | *ﬂ‘hﬂl‘ v g n“’"*”'» .
Stock code [Name Market value(mn)[ PE-TTM | PE-17E | PE-18E PB mumi h,‘nd“‘ I "“"*m.ﬂnl"m.,m
0270.HK  |GUANGDONG INV 73,223 17.5 16.0 15.6] 2.3 M
037L.HK  |BJ ENT WATER 58,061 17.4 14.1 11.1] 34 R '
1363.HK CTEG 8,844 152 109 9.0 25 Source: Phillip Securities (HK) Research
1065.HK  [TIANJIN CAPITAL 7,379 14.1 13.0 1200 14
0855.HK  |CHINA WATER 6,596 7.7 7.1 59l 1.2 HBRN
6830.HK | YUNNAN WATER 4,140 9.7 6.6 57 o9 RMB mn FY15 FY16 FYITE FYI8E
Source: Wind, Phillip Securities (HK) Research Ee";nu? lggé 2?;2 42;2 Sggg
et Profit
N P/E,x 14.9 12.2 9.1 7.6
7R+ ] B St EPS, RMB 027 033 044 053
P/B, x 1.18 1.13 1.03 093
- o e N T . 0 S & BVPS, RMB 3.40 3.55 390 4.29
SRR KBS R B B TR O VB DS B R Bl

B ok [E R G RN S RISERS o TR AN R B R S
PUEIEER > 2012-2016 ] > WABREIGRFE 63.7% > BREHFFE GG RRE 34.1% ©

2016 FEA R EIHICA 28.66 {EICAKH - [FIELIER 83.9% - & 4.14 (BT - [FILIgR
30.5% - HAgm SR EI TAEG & - 1T/ 6.28 {8 (+49.6%)
PORIIERIEE 6.30 (& (+40.7% ) -~ [ElEEEE LS 4.25 (8T > 117 2015 SFEFEIHIHES

820 #JT » AWK £ EHS S HORT IS R H H S AT E) - HhE M iiss B

IL1{ETE (485.9%) ~ HAWSER 0.63 8T (-19.6%) ©

Page | 1 | PHILLISECURITIES (HK) RESEARCH

Source: Company reports, Phillip Securities Est.

i war =1

EEH

(+ 86 21 51699400-107)
wangyannan@phillip.com.cn




8K ¥5(6839.HK) PAGIESES

EIFIGESI T > BAIER 30.7% > [FIEL T IRET 2% - 3= SEPRIHT OIS [ B S 15 i
SRR LA fH kI H AR S5 B KA 2 - SR IR BT 20.4% (2015 £
Fs17%) - FZN SIS E R (5 52 QAU 2 2.2 (BUC - fEBFIHK
NRELUR A IS RSB T - 1PHREIEE T 5.9% 2 14.5% -

Performance of Yunnan Water(RMB:mn)
I Revenue M Net profit Gross profit margin
3,500 1 - 40%
3,000 - - 35%
—

2,500 o - 30%
- 25%

2,000 A
- 20%

1,500 -
- 15%
1,000 - L 10%
500 - - 5%
0 - T T - 0%

2012 2013 2014 2015 2016
Source:Company report,Phillip Securities (HK) Research

IR RIS KB

il 2016 EEAFIEABEE 151 # (E O&M IEHE ) » /KEEHEHE
£ 400.5 EME/H (HFrig 2025 B/ H) - BEEME - EERNEETTFKIEE 84
CHrder 28 ) > yT KRB MRS 243.4 B/ H G 132 #mEg/H -

+118.5%) » 9T /K BRI BT 10.4% % 1.17 T fFEEAGEZHKIEH
40 I Gy 118D - BEoKEHERERIR 157.1 S0/ H (Frig 70.5 SigE/H o
+81.4%)  O&M HEH 27 &l CHryg 1 ) - HERHREEIGH 1.4 FEE - /O F]EUG
FiirBE - B R SinbRuhs=  \Eils ORimys [HEEmEE - QRS
K s TR 2R R 2 R B R AT REI U B N EMIREESCHERY MRB 7Kg
TEC G EERARBS TS - A A5 K R ~ B e i s -

2016 FE 5 - AFCEIENEIN(E PPP HHHE - M &S 70.3 BT > 1
HALFE 2016 FFIERYER KR —7KRiT" PPPIEE (F&EHH 14.09 &) -
TETEAT R A PPP JHH (& 8.87 (BIT) » ABETHIEHE AN
SERFEAEE PPP IEHE (& 8 (BIT) 2017 4R h A s R & A
G SR —Ag b PPP THH (& &8H 1335 (870) - BRI
EREGFRE/E REEHE T2 PPP JHE (&% 26 fBot) - B HEEE
Y B R BN Bl AR KRS R R HTHIE ) -

Page | 2 | PHILLISECURITIES (HK) RESEARCH

P PhillipCapital




E ik ¥5(6839.HK) PNGE: £

Revenue Composition (RMB:mn)
1200 -
m 2014 W 2015 2016
1000 -
800 -
600 A
400 -
" l
O “ T T T T J
Sewage water supply  Solid Waste Construction o&M
treatment and equipment
. . sales
Source:Company report,Phillip Securities (HK) Research

I R B SR TR e

#lub 2016 FIERAFHAERRIEEE 7 4 HEEERER - @ - (RS
Wit > LURGRE ~ EIJE SRty - B FEBER 98,5 ElE CFrg 209
HME) o MRS 26.9% o K ERAGEEIEE 6 [ - FREEBERIRE 72.9 B -
FRRE R BN S 89.1% (+3.4%)  HIRAFEIIAENT et ~ St
5 5] o PR LSS BTt 2 - DAL OBy e S B8 > IRIAAR -
[FIIRF R F G IR 28 ¥E RS HERR SRy - [RHRBERAREN RSB oA > $2TH & A RE
73 o RENFEIRGERE “ 7B EESACORGE - FREPIIn R R EE ~ i
BT - FEATISBET] -

LI IRE » BhJI5 M e

INF R MENG LR A AR NN TS > 2016 FFAFIRER & R4
#8 40 BRETCARS > AFRIEIZMERE RS ERVIRIEE SR - AL
B DA T 1 B DAV /KR B R (K OB i B BERE ey ABS > I #E1TIE
EFEFREEIZ PPN ~ fOEHRE/ME TH - BN ZobiiE TH > AF
THRE AR 2015 1Y 6.36% FEEE 2016 1Y 4.7% » FHSEIAE HSHH
AA FEFFEE AA+ -

JR S

PPP IH H ¥ Hbiz 2
Wi I [ R RS R TR
S A AR L

P PhillipCapital

Page | 3 | PHILLISECURITIES (HK) RESEARCH



p PhillipCapital
- Enkdesos EEEG

BB RS

Fvia | Fvas | Fvie | FY17E | Fvise
Valuation Ratios
P/E 19.12 14.87 12.17 9.07 7.60
P/B 1.45 1.18 1.13 1.03 0.93
Dividend Yield - - 3.3% 4.4% 5.3%
Per share data(RMB)
EPS,Adj+ 0.21 0.27 0.33 0.44 0.53
BVPS 2.76 3.40 3.55 3.90 4.29
Dividend Per Share 0.00 0.10 0.10 0.13 0.16
Growth & Margins(%)
Growth
Revenue 59.8% 41.5% 84.0% 41.2% 24.7%
Operating income 12.5% 58.1% 70.6% 34.5% 26.0%
Net profit -13.9% 71.3% 35.7% 36.0% 19.3%
Margins
Gross profit margin 30.5% 32.7% 30.9% 30.2% 30.2%
Operating profit margin 17.9% 20.0% 18.6% 17.7% 17.9%
Net profit margin 15.1% 18.3% 13.5% 13.0% 12.4%
Key Ratios
ROE (%) 7.0% 7.0% 9.1% 11.3% 12.3%
ROA (%) 3.9% 3.9% 2.6% 2.5% 2.5%
Income Statement(RMBmn)
Revenue 1,104 1,562 2,874 4,058 5,062
- Cost of Goods Sold 767 1,051 1,986 2,833 3,532
Gross Income 337 511 888 1,225 1,530
- Operating Expenses 139 198 354 507 625
Operating Income 198 313 534 718 905
- Net Non-Operating Losses (Gains) (28) (70) 17 21 80
Pretax Income 226 383 517 697 825
- Income Tax Expense 38 65 102 139 165
Net profit 167 286 388 528 630

Source: Company, Phillip Securities (HK) Research Estimates
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones surrounding the
stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd ( “Phillip Securities” ). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or consequential loss
arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, forecasts,
projections, expectations and opinions (collectively the “Research” ) contained in this publication are based on such information and are expressions of belief only. Phillip
Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, complete or verified or
should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not have any responsibility to
maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any
special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made available, even if it has been advised of the
possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any particular person.
The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a financial adviser regarding the
suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any
of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’ s own independent verification and exercise of judgment. The fact that this
publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described in this material is
suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication involve significant risks and may not be
suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a
disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research should take
into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in this report.
Firm" s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or more of
the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution,
publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or licensing or other requirement, or
penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited ( “PSHK” ) believed to be accurate. PSHK does not bear responsibility for any loss
occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of different product's

risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2017 Phillip Securities (Hong Kong) Limited
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