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Our top pick in China’s logistics
space; initiating with Buy

Well positioned for industry consolidation and group restructuring

In addition to its stronger exposure to intra-Asia and domestic trade flows, we
also like its asset-light model, which has led to more efficient asset turnover
than peers. This, along with its potential to further lever up, should enable
Sinotrans to deliver better ROEs ahead, in our view. Meanwhile, the company
is also well positioned to be an industry consolidator and is likely to become a
major logistics platform if a merger between China Merchants and Sinotrans
Group goes ahead. Initiating with a Buy and a target price of HK$6.3.

Stronger exposure to intra-Asia and domestic markets

Freight forwarding accounted for 77% of total revenue in 1H15, of which
nearly half came from intra-Asia. The higher exposure to intra-Asia should
enable it to grow at a relatively steady pace, in our view. Logistics made up
15% revenue in TH. On the back of the strong growth in the domestic logistics
sector, we expect its logistics segment to grow at double-digit rates in the
coming years, driving a CAGR of 11% for the bottom line over 2015-17E.

Efficient asset turnover and decent room to lever up

Thanks to its asset-light model, Sinotrans’ asset turnover is more efficient than
Chinese peers’ (although lower than some global leaders’). Although net
margin of 2.7% has fallen behind the average of 3.5% for the asset-light group,
we expect it to gradually improve, on expansion in the logistics segment.
Moreover, its leverage (i.e. asset/equity) ratio of 2.5x is still lower than global
freight forwarders’. Along with its net cash position, we see decent room for
levering up, leading to a better ROE.

Valuation and risks

We assign 13x PE for its freight forwarding and 15x P/E for its logistics
segments, lower than the average of 20x for global leaders in the field. Storage
and terminal services are valued at 9x P/E, slightly lower than the average of
10x P/E for Chinese ports. We value DHL-Sinotrans at 16x P/E, in line with the
express sector average. Our SOTP-based TP of HK$6.3 translates into 17x
2016E P/E, a discount to global peers’ average of 20x. Weaker-than-expected
trade flow is key risk. Poor execution of expansion is a company risk.

|Forecasts And Ratios

Year End Dec 31 2013A 2014A 2015E 2016E 2017E
Sales (CNYm) 45,301.4 455759 47,3986 49,321.0 51,350.7
EBITDA (CNYm) 1,713.8 1,811.2 2,463.1 2,560.2 2,663.2
Reported NPAT (CNYm) 904.0 1,231.4 1,424.0 1,549.3 1,663.0
DB EPS FD(CNY) 0.221 0.261 0.323 0.352 0.377
DB EPS growth (%) 44.6 18.3 23.8 8.8 7.3
PER (x) 6.0 13.7 11.2 10.3 9.6
EV/EBITDA (x) 2.9 8.3 5.8 5.1 4.4
DPS (net) (CNY) 0.050 0.089 0.074 0.081 0.087
Yield (net) (%) 3.8 25 2.0 2.2 2.4

Source: Deutsche Bank estimates, company data

"DBEPS is fully diluted and excludes non-recurring items
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses
the year end close
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Model updated:19 November 2015 Fiscal year end 31-Dec 2012 2013 2014 2015E 2016E 2017E
‘Running the numbers Financial Summary
Asia DB EPS (CNY) 0.15 0.22 0.26 0.32 0.35 0.38

- Reported EPS (CNY) 0.15 0.21 0.28 0.32 0.35 0.38

China DPS (CNY) 0.03 0.05 0.09 0.07 0.08 0.09

Logistics BVPS (CNY) 2.4 2.7 3.0 3.3 3.6 3.9

N Weighted average shares (m) 4,249 4,249 4,406 4,406 4,406 4,406

’SInOtranS Average market cap (CNYm) 4,095 5,610 15,777 16,004 16,004 16,004

Reuters: 0598.HK Bloomberg: 0598 HK Enterprise value (CNYm) 3,399 4,917 15,073 14,238 13,050 11,769
|\/a|l|minn Metrics

’ Buy P/E (DB) (x) 6.3 6.0 13.7 1.2 10.3 9.6

P/E (Reported) (x) 6.3 6.2 12.8 1.2 10.3 9.6

Price (18 Nov 15) HKD 4.32 P/BV (x) 0.39 0.82 1.32 1.10 1.02 0.94
Target Price HKD 6.30 FCF Yield (%) nm nm 1.6 2.2 2.2 1.9

Dividend Yield (%) 3.1 3.8 25 2.0 2.2 2.4

52 Week range HKD3.26-6.29  b\/sates (v 0.1 0.1 03 03 03 0.2

Market Cap (m) HKDm 19,429 EV/EBITDA (x) 2.9 2.9 8.3 5.8 5.1 4.4
USDm 2,507 EV/EBIT (x) 5.0 43 12.3 7.6 6.7 5.8
- Income Statement (CNYm)

Company Profile Sales revenue 47215 45301 45576 47,399 49,321 51,351
Sinotrans Limited is a leading global logistics provider. The Gross profit 7,590 5,479 5,686 5,902 6,130 6,370
Company is principally engaged in ocean and air freight, EBITDA 1,158 1,714 1,811 2,463 2,560 2,663
road and rail transport, international express, shipping Depreciation 456 540 564 558 586 616
agency, storage and terminal services, and logistics Amortisation 19 24 24 24 25 26
services. EBIT 683 1,150 1,223 1,882 1,949 2,021

Net interest income(expense) -196 -208 -182 -220 -190 -205
Associates/affiliates 746 654 781 980 1,114 1,269
Exceptionals/extraordinaries 0 -34 81 0 0 0
Other pre-tax income/(expense) 0 0 0 0 0 0
Profit before tax 1,233 1,596 1,822 2,642 2,874 3,085
‘ Price Performance Income tax expense 322 349 388 793 862 926
Minorities 262 309 284 425 463 497
7.0 Other post-tax income/(expense) 0 0 0 0 0 0
6.0 i A Net profit 649 904 1,231 1,424 1,549 1,663
ig —“f?qw‘hmmﬂmﬂ'v\—m DB adjustments (including dilution) 0 34 -81 0 0 0
3'0 '.__,Juf' v W DB Net profit 649 938 1,150 1,424 1,549 1,663
fg ‘%‘mﬁ&,@ [Cash Flow (CNYm)
N N ’ " ’ \ ’ j ' Cash flow from operations 381 1,491 1,108 1,311 1,356 1,359
Nov 13Feb 1May 14Aug 14Nov 14Feb 18ay 15Aug 15 Net Capex 1,380 1795 ‘350 ‘957 1,006 1058
Sinotrans HANG SENG INDEX (Rebased) Free cash flow -998 -303 257 354 349 301
‘ - Equity raised/(bought back) 0 0 1,333 0 0 0
Margin Trends Dividends paid -152 -254 -468 -328 -356 -382
Net inc/(dec) in borrowings 1,333 72 -783 759 0 700
6.0 Other investing/financing cash flows -102 106 -401 1,036 1,195 1,362
5.0 > Net cash flow 81 -379 -61 1,821 1,188 1,980
4.0 7 - Change in working capital -5687 80 -486 -34 -17 -18
3.0 i
. ~ — Balance Sheet (CNYm)
2.0 Cash and other liquid assets 6,372 6,439 6,444 8,266 9,454 11,435
1.0 Tangible fixed assets 6,367 7,856 7,365 7,741 8,137 8,552
12 13 14 18E 16E  17E Goodwilllintangible assets 2,450 2,661 2,736 2,736 2,736 2,736
===v===EBITDA Margin e==== EBIT Margin Associates/investments 4,755 4,465 5,421 5,470 5,625 5,589
Other assets 9,344 9,529 10,743 11,155 11,590 12,049
Growth & Profitability Total assets 29,288 30,951 32,709 35368 37,442 40,361
Interest bearing debt 5,677 5,747 5,741 6,500 6,500 7,200
10 12 Other liabilities 10,884 11,152 10,663 11,042 11,460 11,901
g v r 10 Total liabilities 16,561 16,899 16,404 17,541 17,960 19,101
5 4 — 8 Shareholders' equity 10,362 11,5636 13,422 14,519 15,712 16,992
. . . r6 Minorities 2,365 2,516 2,883 3,308 3,771 4,267
0 = B a— Total shareholders' equity 12,728 14,052 16,305 17,827 19,483 21,260
—. F2 Net debt -696 -692 -704 -1,766 -2,954 -4,235
-5 0
12 13 14 15E  16E  17E Key Company Metrics
s Sales growth (LHS) ROE (RHS) Sales growth (%) 8.7 -4.1 0.6 4.0 4.1 4.1
DB EPS growth (%) 1.0 44.6 18.3 23.8 8.8 7.3
‘Solvency EBITDA Margin (%) 25 3.8 4.0 5.2 5.2 5.2
EBIT Margin (%) 1.4 25 2.7 4.0 4.0 3.9
0 Fr—T—T T T 12 Payout ratio (%) 19.6 235 31.8 23.0 23.0 23.0
;1N 0 N 10 ROE (%) 6.4 8.3 9.9 10.2 102 102
10 o 8 Capex/sales (%) 3.2 4.2 29 2.0 2.0 2.1
// 6 Capex/depreciation (x) 3.2 3.4 2.2 1.6 1.6 1.6
-15 4 Net debt/equity (%) 5.5 4.9 4.3 9.9 -15.2 -19.9
-20 2 Net interest cover (x) 35 5.5 6.7 8.5 10.3 9.9
-25 0

12 13 14 15E 16E 17E

[ Net debt/equity (LHS) ====gm=== Net interest cover (RHS)
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Investment Thesis

Outlook

As a leading integrated logistics provider in China, Sinotrans is mainly involved
in freight forwarding, specialized logistics, storage and terminal, and trucking
& express services.

Freight forwarding accounted for 77% of its total revenue in TH15, followed by
logistics with about 15%. While the soft prospects for inter-regional trade
might affect its freight forwarding business, its higher exposure to the intra-
Asia market should enable it to grow at a relatively steady pace, in our view. In
addition, on the back of the strong growth in the domestic logistics sector, we
expect its logistics segment to grow at double-digit rates in the coming years.
Along with higher margins produced by its logistics segment (vs. freight
forwarding) and a strong contribution from DHL-Sinotrans JV, we expect
Sinotrans’ bottom line to grow by 11% on average over 2015-17E. We initiate
on Sinotrans with a Buy rating and target price of HK$6.3.

Valuation

We adopt an SOTP valuation methodology. We assign 13x PE for its freight
forwarding and 15x P/E for its logistics segments, lower than the average of
20x for global leaders in the field. Storage and terminal services are valued at
9x P/E, which is slightly lower than the average of 10x P/E for Chinese ports.
We value DHL-Sinotrans at 16x P/E, in line with the express sector average.

Our SOTP valuation produces a target price of HK$6.3 for Sinotrans, which
translates into 17x 2016E P/E. We think this looks fair considering that global
peers on average are trading at 20x 2016E P/E.

Risks

The key macro risk is weaker trade flows (particularly intra-Asia and domestic)
than we expect, which would result in lower-than-expected revenue. On the
company front, we see poor execution of its expansion strategy as a major
risk.

Deutsche Bank AG/Hong Kong
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Sinotrans Limited is our
top pick in China’s logistics

Investment summary

We initiate on Sinotrans Limited (598 HK) with a Buy rating and a target price
of HK$6.3. In addition to its stronger exposure to intra-Asia and domestic trade
flows, we also like its asset-light model, which has led to more efficient asset
turnover than peers. This, along with its potential to further lever up should
enable Sinotrans to deliver better ROEs ahead, in our view. Meanwhile, the
company is also well positioned to be an industry consolidator and is likely to
become a major logistics platform if a merger between China Merchants and
Sinotrans Group goes ahead.

Stronger exposure to intra-Asia and domestic markets

As a leading integrated logistics provider in China, Sinotrans is mainly involved
in freight forwarding, specialized logistics, storage and terminal, and trucking
& express services.

Freight forwarding accounted for 77% of its total revenue in TH15, followed by
logistics with about 15% (Figure 1). While the soft prospects for inter-regional
trade might affect its freight forwarding business, its higher exposure to the
intra-Asia market should enable it to grow at a relatively steady pace, in our
view (Figure 2). In addition, on the strong growth in the domestic logistics
sector, we expect its logistics segment to grow at double-digit rates in the
coming years.

‘Figure 1: Freight forwarding dominates revenue Figure 2: By region, intra-Asia accounts for 47%
Storage and Other services
terminal \ 4% Oltz:;:s

services
4%

Domestic__

Freight
—forwarding
7%

Source: Deutsche Bank, company data | Source: Deutsche Bank, company data

In terms of operating profit, freight forwarding accounted for 47% in 1H15,
followed by storage and terminal with 25% and logistics with 24% (Figure 3).
At the bottom-line, however, DHL-Sinotrans, which is a JV between Sinoair
(600270 CH) and DHL and mainly operates an air express service, contributed
33% in 1H15. Currently, Sinotrans holds a 63.46% stake in Sinoair, which in
turn holds a 50% stake in DHL-Sinotrans.

Page 4
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Figure 3: Freight forwarding EBIT also dominates Figure 4: Net profit of DHL-Sinotrans growing strongly
Otherservices
4% RMB m I Attributed net profit to Sinotrans YoY
800 100%
700 80%
Storage and
terminal 600 60%
services 500
25% Freight 0%
/_forwarding 400 20%
47% 300
200 0%
100 -20%
Logistic
0 -40%
24%
& S s g
Source: Deutsche Bank, company data | Source: Deutsche Bank, company data
Efficient asset turnover and decent room to lever up
Thanks to its asset-light model, Sinotrans’ asset turnover is more efficient than
its Chinese peers’ (although lower than some global leaders’). On the margin
front, although its net margin of 2.7% has fallen behind the average of 3.5%
for the asset-light group, we expect it to gradually improve on expansion in the
logistics segment. Moreover, the company’s leverage (i.e. asset/equity) ratio of
2.5x is still lower than global freight forwarders’. Along with its net cash
position, we see decent room for levering up, leading to a better ROE.
Figure 5: Sinotrans’ asset turnover vs. peers ‘Figure 6: Sinotrans’ leverage vs. peers
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Source: Deutsche Bank, Bloomberg Finance LP | Source: Deutsche Bank, Bloomberg Finance LP |

Well positioned for industry consolidation and group
restructuring

As a leading integrated logistics provider in China, we think Sinotrans is well
positioned to benefit from industry consolidation. With its SOE status and well-
developed logistics network in China, we believe the company has a good
chance of evolving into an integrator going forward.

In addition, Sinotrans Limited is designated as a logistics platform for the
Sinotrans & CSC Group, and we see further potential for asset injections by the
parent going forward. Indeed, Sinotrans has already been entrusted to provide
management services to the parent for certain logistics assets. We believe the

Deutsche Bank AG/Hong Kong Page 5
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listco is highly likely to eventually acquire these assets. In 2014, it acquired 11
subsidiaries from the parent for an aggregate amount of RMB901m.

Lastly, although the asset overlap between China Merchants and Sinotrans &
CSC Group is not as high as between Cosco Group and China Shipping Group,
which is currently undergoing restructuring, we do not rule out the possibility
that the two groups might also be combined. If that happens, Sinotrans is
likely to be the platform to consolidate the logistics assets of both Sinotrans &
CSC Group and China Merchants Group, in our view (Figure 7).

Figure 7: Logistics assets of Sinotrans and China Merchants groups

Sinotrans & ChinaMerchants regions overlap Sinotrans & ChinaMerchants business segments Overlap

*Shipping agency

* : Warehousing Otgsrrvrlegtéed *Tally agency
e HE J *Customs
>k HE * Air &Sea Freight Forw arding Freight
*ﬁ v - b Truckload
* X e ** P * International & Domestic forwardlngA rucidoa
* * *Contract logisitcs
>k * o Express Logisitcs *Project logistics
Lot * HE *Chemical logistics
* ~

Source: Deutsche Bank, company data

Earnings forecasts, valuation and risks

Figure 8 provides our simplified P&L forecasts.

‘Figure 8: Sinotrans income statement

RMB mn 2013 2014 2015E 2016E 2017E yoy15E yoy16E yoy17E
Revenue 45,464 45,779 47,622 49,567 51,622 4% 4% 4%
- Freight forwarding 36,373 35,849 36,925 38,033 39,174 3% 3% 3%
- Logistic 5,802 6,356 6,992 7,691 8,460 10% 10% 10%
- Storage and terminal services 2,218 2,305 2,351 2,398 2,446 2% 2% 2%
Cost of Sales -39,823 -39,890 -41,496 -43,191 -44,981 4% 4% 4%
Gross profit 5,642 5,889 6,126 6,376 6,641 4% 4% 4%
SG&A expense -4,402 -4,653 -4,694 -4,877 -5,069 1% 4% 4%
EBIT 1,150 1,223 1,882 1,949 2,021 54% 4% 4%
- Freight forwarding 712 713 735 757 780 3% 3% 3%
- Logistic 271 298 350 385 423 17% 10% 10%
- Storage and terminal services 397 375 400 408 416 7% 2% 2%
Finance costs, net -208 -182 -220 -190 -205 21% -14% 8%
Profit on associates & JV 654 781 980 1,114 1,269 26% 14% 14%
PBT 1,596 1,822 2,642 2,874 3,085 45% 9% 7%
Tax -349 -388 793 -862 -926 104% 9% 7%
Minority interests -309 -284 -425 -463 -497 50% 9% 7%
Net profit 904 1,231 1,424 1,549 1,663 16% 9% 7%

Source: Deutsche Bank, company data

Page 6 Deutsche Bank AG/Hong Kong
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Overall, we expect Sinotrans’ bottom line to grow by 11% on average over
2015-17E. By segment, we expect its specialized logistics segment to be the
key earnings driver going forward. Within specialized logistics, contract
logistics currently accounts for 60% of revenue and we expect rising
outsourcing of logistics operations by companies to drive steady growth for
contract logistics. The remaining 40% comes from project & energy logistics
and chemical logistics. According to management, given its strong network
and SOE status, these segments are likely to grow at a robust pace in the
coming years.

Figure 9: Specialized logistics revenue breakdown

Chemical logistics
18%

Project&energy
logistics
22% ~~— Contract logistics

60%

Source: Deutsche Bank, Company data ‘

The earnings of the DHL-Sinotrans JV increased at a CAGR of 24% over 2010-
14. Leveraging on DHL's strong expertise and Sinotrans’ extensive network in
China, we expect its earnings growth to be sustained at a double-digit rate over
2015-17E. Indeed, in 1H15 net profit rose 32% to RMB452m, driven by
booming e-commence.

We initiate on Sinotrans with a Buy rating and target price of HK$6.3. We
adopt an SOTP valuation methodology. We assign 13x PE for its freight
forwarding and 15x P/E for its logistics segments, lower than the average of
20x for global leaders in the field. Storage and terminal services is valued at 9x
P/E, which is slightly lower than the average of 10x P/E for Chinese ports. We
value DHL-Sinotrans at 16x P/E, in line with the express sector average.

Our SOTP valuation produces a target price of HK$6.3 for Sinotrans, which
translates into 17x 2016E P/E. We think this looks fair considering that global
peers on average are trading at 20x 2016E P/E.

Figure 10: Sinotrans valuation table

Business segment Basis for Multiple  16E Value Per share % of total
valuation (RMB m) (RMB/share)
- Freight forwarding PE 13.0x 5,014 1.14 22%
- Logistic PE 15.0x 2,780 0.63 12%
- Storage and terminal services PE 9.0x 2,407 0.55 1%
- Other services PE 9.0x 2,277 0.562 10%
- Express services- DHL PE 16.0x 7,324 1.66 32%
Net cash/ (debt) 2,954 0.67 13%
Total value 22,757 5.17 100%
Target price (HKD/share) 6.30

Source: Deutsche Bank, Company data

Deutsche Bank AG/Hong Kong
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Figure 11: Sinotrans 12m forward P/E Figure 12: Sinotrans P/B vs. ROE
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30 25 18%

25 16%

2.0 14%

20 12%
15

15— M A A X _~A - 10%

A A 10 L MR VAN = ) VY e

10 "'\,I"\_\A / \ Y 6%

5 N~ 05 4%

2%

0 0.0 0%

S F & & & P @

>
S S S S S S S N
SR R R R

A SR S L > F NN
@0 @0 \gb @'b @'b @'b

P F P L PPN AN
R R N

IR\ R\
N N4
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The key macro risk is weaker trade flows (particularly intra-Asia and domestic)
than we expect, which would result in lower-than-expected revenue. On the
company front, we see poor execution of its expansion strategy as a major
risk.

Background, management team, and financial positions

Sinotrans Limited was listed on the main board of HKEx in 2003 as a leading
global integrated logistics service provider. Its business mainly engages in
freight forwarding, logistics, storage and terminal services, as well as express
services. Sinotrans & CSC Group, which is 100% owned by SASAC, is its major
shareholder and holds 57.9% stake.

Figure 13: Sinotrans shareholder structure and business segments

SASAC Shipping Business

100%

o Shipbuilding Business
Logistics — Sinotrans & CSC

Storage and terminal Resource development

X 57.9%
services

—— Sinotrans Limited (598.HK) Logistics Business
Logistics
[63.46% platform

Sinoair (600270.SS)

Freightforwarding —

Others (truck, express
services)

[50%

Sinotrans-DHL

Source: Deutsche Bank

Below we list a few major events for Sinotrans Limited historically.

= Parent company consolidation
Sinotrans is a subsidiary of Sinotrans & CSC group. In 2009, Sinotrans Group
and China Changjiang National Shipping Group merged into a new

transportation SOE giant. Its business includes shipping, shipbuilding, resource
development, and logistics business.

Page 8 Deutsche Bank AG/Hong Kong
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= Logistics platform

Sinotrans is the flagship platform of logistics operations for the parent group.
During the past years, Sinotrans acquired freight forwarding as well as logistics
assets to be the largest 3PL company in China. Its clients include Samsung,
Lenovo, Nestle, GM, and others.

Sinotrans entered the entrusted agreement with the parent for the operation of
the logistics business. In 2014, Sinotrans acquired 11 subsidiaries from the
entrusted companies for a total consideration of RMB901m. Besides that, in
order to enlarge the synergic effect, Sinotrans disposed of marine operations to
the parent group, which removed the burden from the company.

= DHL-JV

Sinotrans holds a 63.46% stake in Sinoair (600270.SS), which mainly operates
air freight forwarding and established a 50%-owned JV with DHL in China. At
the time of listing, Sinotrans corporate with Fedex and UPS in express services
through JVs. While cooperation dissolved at the expiry of the agreement, the
DHL-Sinotrans JV is still in place with domestic and international express,
which contributed to the bottom line of Sinotrans.

The figures below show management profiles and three simplified financial
sheets.

Figure 14: Management profile

Name Age
Zhao Huxiang 60

Zhang Jianwei 58

Position
Chairman

Vice Chairman

Background

Previously worked in the Marine Shipping Bureau of the Ministry of Communications;

former general manager of Hoi Tung Marine Machinery Suppliers Limited;

former director and general manager of China Merchants Holdings (International) Company Limited;
former vice president of China Merchants Group

Former general manager of China National Chartering Corporation
former vice president of Sinotrans Group

Tao Suyun 61 Executive director Former general manager of Sinorick Shipping Agency;
former vice president of Sinotrans Group; former vice president of Sinotrans & CSC Group
Li Guanpeng 49 President Former general manager of Zhuhai Shipping Agency and Guangdong Shipping Agency;
general manager of Sinotrans Guangdong
Wang Lin 56 Vice President Former general manager of Sinotrans Zhejiang & Zhejiang & Jiangsu Company;
former vice president of Sinotrans Eastern Company
Yu Jianmin 49 Vice President Former chief representative at Sinotrans Group Company's Italian representative office

Source: Deutsche Bank, Company data

Figure 15: Income statement

RMB m 2013 2014 2015E 2016E 2017E
Revenue 45,464 45,779 47,622 49,567 51,622
- Freight forwarding 36,373 35,849 36,925 38,033 39,174
- Logistic 5,802 6,356 6,992 7.691 8,460
- Storage and terminal services 2,218 2,305 2,351 2,398 2,446
Cost of Sales -39,823 -39,890 -41,496 -43,191 -44,981
Gross profit 5,642 5,889 6,126 6,376 6,641
SG&A expense -4,402 -4,653 -4,694 -4,877 -5,069
EBIT 1,150 1,223 1,882 1,949 2,021
- Freight forwarding 712 713 735 757 780
- Logistic 271 298 350 385 423
- Storage and terminal services 397 375 400 408 416
Finance costs, net -208 -182 -220 -190 -205
Profit on associates & JV 654 781 980 1,114 1,269
PBT 1,596 1,822 2,642 2,874 3,085
Tax -349 -388 -793 -862 -926
Minority interests -309 -284 -425 -463 -497
Net profit 904 1,231 1,424 1,549 1,663

Source: Deutsche Bank, company data
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Figure 16: Balance sheet

RMB m 2013 2014 2015E 2016E 2017E
Cash and other liquid assets 6,439 6,444 8,266 9,454 11,435
Trade and notes receivables 7,897 8,623 8,867 9,229 9,611
Other current assets 1,208 1,707 1,776 1,849 1,925
Fixed assets 7,856 7,365 7,741 8,137 8,662
Goodwill/intangible assets 2,661 2,736 2,736 2,736 2,736
Investment 4,465 5,421 5,470 5,625 5,689
Other non-current assets 424 512 512 512 512
Total assets 30,951 32,709 35,368 37,442 40,361
Debt 5,747 5,741 6,500 6,500 7,200
Other liabilities 11,152 10,663 11,042 11,460 11,901
Total liabilities 16,899 16,404 17,541 17,960 19,101
Share Capital 4,249 4,606 4,606 4,606 4,606
Reserve 7,075 8,517 9,613 10,806 12,087
Dividends 212 299 299 299 299
Minorities 2,516 2,883 3,308 3,771 4,267
Total shareholders' equity 14,052 16,305 17,827 19,483 21,260
Net debt -692 -704 -1,766 -2,954 -4,235
Source: Deutsche Bank, company data

Figure 17: Cash flow

RMB m 2013 2014 2015E 2016E 2017E
Profit before tax 1,562 1,903 2,642 2,874 3,085
D&A 564 588 581 611 642
Other operating cash flow -635 -1,383 -1,912 -2,129 -2,368
Cash flow from operations 1,491 1,108 1,311 1,356 1359
Net Capex -1,795 -850 -957 -1,006 -1058
Free cash flow -303 257 354 349 301
Dividends paid -254 -468 -328 -356 -382
Investment 106 -401 1036 1195 1326
Net inc/(dec) in borrowings 72 -783 759 0 700
Issued share capital 0 1,333 0 0 0
Net cash flow -379 -61 1,821 1,188 1,980
Change in working capital 80 -486 -34 -17 -18

Source: Deutsche Bank, company data
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Important Disclosures
Additional information available upon request

|Disclosure checklist
Company Ticker Recent price* Disclosure

Sinotrans 0598.HK 4.42 (HKD) 19 Nov 15 6,7,9

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Other
information is sourced from Deutsche Bank, subject companies, and other sources. For disclosures pertaining to recommendations or estimates made on securities other than the
primary subject of this research, please see the most recently published company report or visit our global disclosure look-up page on our website at
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr.

Important Disclosures Required by U.S. Regulators

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.
See Important Disclosures Required by Non-US Regulators and Explanatory Notes.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by US law.

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment
banking or financial advisory services within the past year.

Important Disclosures Required by Non-U.S. Regulators
Please also refer to disclosures in the Important Disclosures Required by US Regulators and the Explanatory Notes.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by US law.

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment
banking or financial advisory services within the past year.

9. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this
company calculated under computational methods required by India law.

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=0598.HK

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report. Sky Hong
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|Historica| recommendations and target price: Sinotrans (0598.HK)

(as of 19/11/2015)
7.00 Previous Recommendations
Strong Buy
6.00 1 Buy
Market Perform
Underperform
5.00 1 Not Rated
g Suspended Rating
E 4.00 1 Current Recommendations
=
E | Buy
o 300 Hold
@ Sell
200 4 Not Rated .
Suspended Rating
| *New Recommendation Structure
1.00 as of September 9,2002
0.00 T T T T T T
Nov 13 Feb 14 May 14 Aug 14 Wé/t1e4 Feb 15 May 15 Aug 15

Equity rating key

Buy: Based on a current 12- month view of total
share-holder return (TSR = percentage change in
share price from current price to projected target price
plus pro-jected dividend yield ) , we recommend that
investors buy the stock.

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the
stock

Hold: We take a neutral view on the stock 12-months
out and, based on this time horizon, do not
recommend either a Buy or Sell.

Notes:

1. Newly issued research recommendations and
target prices always supersede previously published
research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends)
of 10% or more over a 12-month period

Hold: Expected total return (including
dividends) between -10% and 10% over a 12-
month period

Sell: Expected total return (including dividends)
of -10% or worse over a 12-month period
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Regulatory Disclosures

1.Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2.Short-Term Trade |ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the
SOLAR link at http://gm.db.com.
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively
"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources
believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own
account or with customers, in a manner inconsistent with the views taken in this research report. Others within
Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those
taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis,
equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication
may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on.

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment
banking revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no
obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or
estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational
purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial
instruments discussed in this report may not be suitable for all investors and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice and
investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is
denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the
investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are
current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and
other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise
to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash
flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a
loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the
loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation
(including changes in assets holding limits for different types of investors), changes in tax policies, currency
convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and
settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed
income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to
FX depreciation, or to specified interest rates — these are common in emerging markets. It is important to note that the
index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended
to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon
rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is
also important to acknowledge that funding in a currency that differs from the currency in which coupons are
denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to
the risks related to rates movements.

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk.
The appropriateness or otherwise of these products for use by investors is dependent on the investors' own
circumstances including their tax position, their regulatory environment and the nature of their other assets and
liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar
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to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can
be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be
incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable
for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized
Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the
website please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i)
exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and
debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed
exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are
affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and
SIPC. Non-U.S. analysts may not be associated persons of Deutsche Bank Securities Incorporated and therefore may not
be subject to FINRA regulations concerning communications with subject company, public appearances and securities
held by the analysts.

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated
in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under
German Banking Law (competent authority: European Central Bank) and is subject to supervision by the European
Central Bank and by BaFin, Germany's Federal Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester
House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the
Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial
Conduct Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.
Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register
Number in South Africa: 1998/003298/10).

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles
Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters
arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who
is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA,
Type Il Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks
involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by
multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to
losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional
losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain categories
of investment advice, products and services. Recommended investment strategies, products and services carry the risk
of losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in
market value. Before deciding on the purchase of financial products and/or services, customers should carefully read the
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relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in
this report are not registered credit rating agencies in Japan unless Japan or "Nippon" is specifically designated in the
name of the entity. Reports on Japanese listed companies not written by analysts of DSI are written by Deutsche Bank
Group's analysts with the coverage companies specified by DSI. Some of the foreign securities stated on this report are
not disclosed according to the Financial Instruments and Exchange Law of Japan.

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may
from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank
may engage in transactions in a manner inconsistent with the views discussed herein.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall
within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower,
West Bay, Level b, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related
financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall
within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya
District, P.O. Box 301809, Faisaliah  Tower - 17th Floor, 11372 Riyadh, Saudi  Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated
by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services
activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as
defined by the Dubai Financial Services Authority.

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product
referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please
refer to Australian specific research disclosures and related information at
https://australia.db.com/australia/content/research-information.html

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published by any person for any purpose without Deutsche
Bank's prior written consent. Please cite source when quoting.
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