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1Q15 Adjusted EBITDA Fell 15.1% YoY and Missed
Expectations
2015 4F 1 ZFF4 %5 1) EBITDA [F LN 15.1%, T il
® The Company posted its 1Q15 results. Key 1Q15 fundamentals are as follows:
(RMB) yoy (RMB)
Revenue 1,471 million -0.1% DPS 0.00
Adjusted EBITDA 217 million -15.1%
Adjusted EPS 0.02 -94.1%

Source: the Company.

® 1Q15 mature hotel RevPAR was RMB 122, down 6.2% YoY, which is the largest decrease since 1Q09 when
mature hotel RevPAR plunged 8.4% YoY. Total revenue was RMB 1.471 billion, a decrease of 0.1% YoY and within
management's guidance range of RMB 1.445 billion to RMB 1.475 billion. Net loss was RMB 37.6 million, compared
with net income of RMB 74.9 million in 1Q14. Adjusted net income was RMB 2.0 million, a decrease of 93.9% YoY.
EBITDA decreased 40.6% YoY to RMB 177.0 million and adjusted EBITDA decreased 15.1% YoY to RMB 216.5
million. As of March 31, 2015, the Company operated 2,661 hotels across 338 cities in China, including a net addition
of 52 hotels in 1Q15.

® The Company's CEO indicated that 1Q15 was one of the most difficult periods since Home Inns was
established in 2002. A deepened economic slowdown, seasonality (the first quarter is the slowest period of the year)
and the later timing of Chinese New Year versus last year combined to put significant pressure on RevPAR.

® 1Q15 revenue was 5.0% below our forecast but in-line with Bloomberg consensus forecast; adjusted EBITDA was
33.0% and 1.3% below our and Bloomberg consensus forecasts, respectively. Management indicated that they are
not seeing immediate signs of a market rebound at the moment and guided for total 2Q15 revenue to be in the
range of RMB 1,670 million to RMB 1,700 million, the midpoint of which is 5.0% below our current forecast and
3.2% below Bloomberg consensus forecast. On account of the Company’s disappointing results and management
outlook guidance, we will decrease our earnings forecasts and target price in our next Company Report and may also
downgrade the Company's investment rating from "Accumulate” to "Neutral".
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Company Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition
Buy Relative Performance >15%;

or the fundamental outlook of the company or sector is favorable.
Accumulate Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(2) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

3) Except for China All Access (Holdings) Limited (00633), Guangshen Railway Company Limited-H shares (00525), Guotai Junan
International Holdings Limited (01788) and Binhai Investment Company Limited (02886), Guotai Junan and its group companies do not
hold equal to or more than 1% of the market capitalization of the issuer mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research
Report within the preceding 12 months.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in
research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2015 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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