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(hitiation

Nari Tech (600406.SS) | Buy

12m PT: Rmb/sh 25.31| Target multiple: 20x

Investment thesis: Best positioned to ride on China's distribution and IT/Communication capex
Henan Pinggao (600312.SS) | Buy

12m PT: Rmb/sh10.66 | Target multiple: 16x

Investment thesis: UHV biz to drive EBIT margin recovery

XJ Electric (000400.SZ) | Neutral

12m PT: Rmb/sh10.66 | Target multiple: 15.2x
Investment thesis: Bxpanding product-line to drive high growth

Bk 1. BRBERN QAR
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. . E
China Grid Investment in numbers i ﬁ

Rmb 1.75tn Rmb 203bn

grid investment over 2019-21 UHV (ultra high-voltage) investment over 2019-21
Rmb 1030bn 39k km to 57k km

distribution investment over 2019-21 China’s UHV line growth expectation over 2019-21

China distribution automation coverage to improve from

64.88% in 2018... ...t0 90% in 2020 (target)

20195 7H2H
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Upside/ Valuation

Price target downside methodology Target multiple Benchmark
(Rmb/sh) (%) (x)

Power equipment

NARI Tech Buy 25.31 34% P/E 20.0 Past five-year median
Henan Pinggao Buy 10.66 36% P/E 16.0 0.75 standard deviation below

historical average
XJ Electric Neutral 10.66 15% P/E 15.2 One standard deviation below

historical average

Price as of 7/1/2019
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B3k 3: JAIE121 A BRI ERE

2019 P/E

2020 P/E
Historical average
Histrorical median
Peer’s average

Peer’s 19-21 net income cagr
Company 19-21 net income cagr

2020E EPS
Target multiple

Benchmark
Target price
Current Price
Price currency
Upside

Rating

Share count
2019 EPS

2020 EPS
Implied 2019 P/E
Implied 2020 P/E
Price as of 7/1/2019

NARI Tech
600406.SS
18.4

14.9

222

20.4

27.0

23%

26%

1.27

20.0
Historical median

25.31
18.9
CNY
34%
Buy
4,622
1.03
1.27
24.6
20.0

Henan Pinggao

600312.SS
17.9
11.7
26.9
22.6
27.0
23%
40%
0.67
16.0
0.75 STD below historical
average
10.66
7.8
CNY
36%
Buy
1,357
0.44
0.67
24.4
16.0

15.2
1STD below
historical average
10.66

9.3
CNY
15%
Neutral
1,008

0.51

0.70
20.8
15.2
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Policy
Open up UHV investment to social capital

Accelerate the pilot of incremental power distribution reform

Actively promote the transformation of the power trading exchange’s shareholding

structure

Further open up the cooperation for integrated energy related services

Further strengthen investment cooperation in pumped storage

Continue to promote group listing of equipment manufacturing units

Accelerate the reform of hybrid ownership in electric vehicle companies

Carry out mixed ownership reform in information and communication related unit

Promote the reform of mixed ownership of navigation business

Deepen the reform of mixed ownership of financial business

Summary

UHV is China’s original and world-leading major power grid innovation technology, which is of great significance in
safeguarding national energy security, promoting power system upgrade, and realizing large-scale optimization of energy
resources. State grid company will actively introduce insurance, large-scale industrial funds, and local government social
capital shares to invest in the construction of new UHV DC projects by joint ventures.

The incremental power distribution reform pilot is a clear reform task of Zhongfa No. 9 document, which is conducive to
attracting social capital investment and promoting the development of distribution network construction.State grid
company will provide high-quality, fast, and efficient grid-connected services; actively support social capital to participate
in incremental power distribution pilots;give priority to cooperation with private capital and participate in competition for
pilot projects on an equal footing.

The reform of the shareholding system of trading institutions is an important part of promoting the standardization of
trading institutions.State Grid Corporation will, in accordance with the relevant requirements of the National Development
and Reform Commission, on the basis of completing the asset assessment and filing, standardize the implementation of
the approval procedures for the transfer of state-owned assets, and complete the shareholding system transformation of
Beijing Electric Power Trading Center as soon as possible. It will also take initiative to cooperate with provincial
government departments to implement the joint-stock reform of provincial power trading institutions, explore new
operational mechanisms for joint-stock power trading institutions, and further improve the operational level and service

Integrated energy services aim to improve users’ comprehensive energy efficiency, reduce energy costs, improve energy
use structure, and enable customers to use more environmentally friendly and low carbon.In integrated energy service
related projects, State grid cooperation will actively cooperate with owner-related parties, resource-aggregating
enterprises, financial institutions, etc., to establish a mixed-ownership company, jointly explore the market and promote
win-win for all parties.

Pumped storage power stations play an important role in peaking and frequency regulation in terms of ensuring grid
safety and power quality. State grid cooperation will actively introduce social capital to participate in cooperation, and
welcome local capital with strong investment capacity and management experience to participate in the construction and
operation of power station projects, and jointly promote the orderly development of pumped storage projects

Equipment manufacturing industry is an important technical support force for power grid construction and equipment
innovation. State grid cooperation will actively introduce relevant enterprises and social capital, strive to build core
competitive advantages, enhance innovation and development capabilities, and promote the transformation and
upgrading of China’s equipment manufacturing industry.

Electric vehicles bear the important mission of accelerating the replacement of electric energy and promoting the
revolution of energy consumption. Grid state cooperation will actively introduce industrial investors such as automobile
OEMs, travel service providers, transportation and logistics companies, and Internet companies to give full play to
strategic synergies. It will also exploit the value of electric vehicle service, accelerate the construction of multi-
participation, open sharing, mutual benefit and win-win industry ecology, serve electric vehicle users in green travel, and
improve the quality of electric vehicle industry development

ICT Industry Group is a wholly-owned subsidiary of State Grid Corporation’s integrated system for the establishment of
high-quality information and communication resources. It is a provider of information and communication technology,
products and services. It has formed upstream technical services, mid-stream industry applications and downstream
infrastructure. Plan to introduce social capital in the fields of smart chips and Beidou location services, research and
promote the listing of high-quality assets, make up for the shortcomings of the industry, and further stimulate the
innovation ability and development vitality of enterprises.

The navigation company is a professional platform for the national power grid company’s helicopter power operation
service. It is the only aviation power operation company in China that can independently complete various operations
such as helicopter inspection, electrified maintenance, charged water flushing and pay-off construction. Introduce
international first-class aviation power operation companies, domestic and foreign airline operators and other related
investors, and carry out mixed ownership reform in business areas such as navigation operations and power grid
infrastructure construction, and promote the transformation of operational system mechanisms.

Implementing the national policy requirements on the financial services real economy, the State Grid Corporation
continued to deepen the synergy between industry and finance, and promote the production of financial enterprises, and
vigorously promote the introduction of strategic investors in financial business. Joint social investors initiated the
establishment of industrial investment funds, and played an important role in the development of industrial chains in the
development of industrial chains, the transformation of scientific and technological achievements, the expansion of
emerging businesses, and the reform of mixed ownership, and actively promoted the high-quality development of the real
economy.

BRERR: EREWN
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BRRR: SEIESHRE, BXRERD

BRRR: SHIESHR, BXERE

Bk 17

Project name

EXRgERRXTHERRETEZRNWBAHE

. Power transmission Estimated construction
Construction Plan

capacity (mn kw) time
Sl 500 U OC et et Zunican Parea i
North Shanxi-Hubei UHV DC i‘r‘]i;’; gsv?/%ﬁ‘;:'a\lg\?ﬁgrgzgf Hubei Wuhan; Paired with 8 2018Q4
Zhangbei-Xiongan UHV AC Build Zhangbei-Xiongan 1000kv double cycle UHV AC route 6 2018Q4
Vashong-Jangs UV G o e g s g
Baihetan-Jiangsu UHV DC Build a -800kv UHV DC project to Jiangsu Suxi 8 2019
Baihetan-Zhejiang UHV DC Build a —800kv UHV DC project to Zhejiang 8 2019
Nanyang-Jingmen-Changsha UHV AC rBoLi:Iti Nanyang-Jingmen-Changsha 1000kv double cycle UHV AC 6 2019
Yungui connected pipe project Build —500kv DC project 3 2019
Minyue network connection project Build DC back-to-back and paired project 2 2019

BEFE: BRERD

20195 7H2H

HZE2018F K, EXRENMEHBEMEEZRIRXE B ERNBLE, STEREANI LML
TE. REERERBAMMWEIENER, F2018FNETEERZESERBIEER
B, BAMItFENSSERSEERT HEE2019FF LI K272% E ARM688/Z7T,
HIE2020F # — S E LI K24% E ARTS56{Z7T. o, HAIMitHEFEE2020FE L
AT —RESEMBINEELITR. BN ER, 2021-25FFENESERBER
HEARRI8T0Z T R AT,
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Ex 18 FENESERBIE N

400

350
300
250
200
150
100

50

(Mn kw)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
m Accumulative converting capacity

1,400 -

1,200
1,000
800
600
400
200

*--—-o
*---o

(Bn kwh)

2009 2010 2011 2012 2013 2014 2015 2076 2017 2018

m Power transmitted by UHV

Under operation A/C
Under operation D/C
Under construction A/C

Under construction D/C

Cross-regional/ provincial power transmitted by UHV

RERIR: BXRBM

20195 7H2H
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B&x 19 PENSSEREIE ST
Category

Voltage

Length (km)

Capacity (mn kw)

DIT -T2 XTT¢-L L 3 Y unnan-Guangdong
Under Xiangjiaba-Shanghai
operation

PTG VT T Il Zhumadian-Nanyang

Under
construction/p
lanning

ICTA XTI -1 | Bl North Shanxi-Hubei

LUCIGEN Il Southeast Shanxi-Nanyang-Jingmen 1000 KV 640 18 2009/1
current South Anhui-North Zhejiang-Shanghai 1000 KV 2*649 21 2013/9
Zhejiang North-Fuzhou 1000 KV 2*603 18 2014/12
Ximeng-Shandong 1000 KV 2*730 15 2016/7
West inner mongolia-South Tianjin 1000 KV 2*608 24 2016/11
South Anhui-Nanjing-Shanghai 1000 KV 2*738 12 2016/11
Yuheng-Weifang 1000 KV 2*1049 15 2017/8
Ximeng-Shengli 1000 KV 2*240 6 201717
—800 KV 1373 5 2010/6

—800 KV 1907 12.8 2010/7

Jinping-South Jiangsu —-800 KV 2059 14.4 2012/10
South Hami-Zhengzhou —800 KV 2192 16 2014/1
Xiluodu Left Bank-West Zhejiang Jinhua —-800 KV 1653 16 2014/7
Nuozhadu-guangdong —-800 KV 413 5 2015/6
East Ningxia-Zhejiang —800 KV 1720 16 2016/11
Jiuquan-Hunan —-800 KV 2383 16 2017/6
Northwest yunnan-Guangdong —800 KV 1959 2017
North Shanxi-Jiangsu —800 KV 1119 16 2017/6
Ximeng-Taizhou —800 KV 1620 20 201717
Shanghai Miao-Shandong —-800 KV 1238 20 2017/12
Zhalute-Qingzhou —800 KV 1234 20 2017/12
Changji-Guquan —1000 KV 3293 12 2018/12
1000 KV 190 - 2020 (Expexted)

current Zhumadian-Wuhan 1000 KV 2*305 - 2020 (Expexted)
Jingmen-Wuhan 1000 KV 2*235 - 2020 (Expexted)
Zhangbei-Xiongan 1000 KV 2*319.9 6 2020 (Expexted)
Nanyang-Jingmen-Changsha 1000 KV 1000 6 2021 (Expexted)
Nanchang-Changsha 1000 KV 102 - 2021 (Expexted)
Sutong GIL consolidated pipe project 1000 KV 2*228 35 2019 (Expexted)
West beijing-Shijiazhuang 1000 KV 2*820 - 2021 (Expexted)
Shandong-Hebei 1000 KV 2*819.5 - 2019 (Expexted)
West inner mongolia-Jinzhong 1000 KV 2*304 - 2021 (Expexted)
Nanchang-Wuhan 1000 KV 2*75 - 2020 (Expexted)
—800 KV 1587 8 2020 (Expexted)

Yazhong-Jiangxi —-800 KV 1100 8 2020 (Expexted)
Baihetan-Jiangsu —800 KV 3500 8 2021 (Expexted)
Baihetan-Zhejiang —-800 KV 2200 8 2021 (Expexted)
Qinghai-Henan —800 KV 1587 8 2020 (Expexted)

BRRR: EXREM

B3k 20: HAVFNITHB 4SS ERETE AJSLH6.8%AI N AU =R

Key assumption for IRR model

Total Investment

Annual power transmitted
Tranmission tariff
Depreciable years
Construction period
Project timeline

Project IRR

20.0
25.0
0.075
35

2

35
6.8

BRFR: BEIEFME

20195 7H2H
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B 21 e EREI B N EHWmE =X HE R R MBE N RNBREDN

Transmission tariff

-5% 0%

Power
transmitted

BERR: SELEME
?ﬂiﬂ‘ﬁﬁﬁ’%ﬂki’é%ﬁ?ﬁ(GIS)\ TEBMNEN[ERAAZTRTRIRBBEIE R HIVE]
= REE, MREESE. RRAMGISERNZ R TERMBEINE AR HIVE = K3

.
E& 22 FEERBEmM AR HS
Others, 77% Others, 73%
500-750kv GIS, 2% /
000k G, \wookv sacton ConverterJ Convertes valve,
transformer, 15% o

1000kv
transformer, 5%

BRIRR: BEIEFME

20195 7H2

B
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2019-21F FLE ML RA T HFIT ¥ EARM1.03/7127T

BENEATHREIMNTESERBREHMEZRIRAT, BXTTULAMINELFRE
(BFlMFRREHBHNHBFEFORS) EXEEN "Be—2E" EMiRiE. 2015FT

*F, ERERRAAM TEBMNERBETIIIL (2015-209F) » RIWULTITL,

2015-20F TR ERDF ARM2HZ7T, BN S, EEE.
TRBE TR S H e 7T EMEM20145F#999.35%

W EHl, BfmME, BEXREE

99.82%, HKEMBEAIUBRZR (AEEMETEHLIRENBRLLH) M2014FH

20%32 5 ZI2020F #990%.

IMREVBECEE 4%, 45/
120205 1Y

o
AR

B 23: EREERBHE B MEZIRB0ETEIITH (2015-20F)

Reliability of power supply
City center
Urban
UIE]
Annual power outage time
City center
Urban
AUTE]
Voltage pass rate
City center
Urban
Rural
110 kv and below line loss
Capacity-to-load ratio of high-voltage distribution network
Rural households average converting capacity
Distribution network automation coverage
Distribution communication network coverage

Smart meter coverage

Unit 2014 2015 2016 2017(Actual) 2017(Target) 2018  2020(Target)
% 99.35 99.69 99.82
% 99.95 99.97 99.99
% 99.80 99.96  99.95 99.95 99.85  99.96 99.88
% 99.16  99.84 9978 99.78 9945  99.80 99.72

hr/unit 57.00 27.00 15.70
hr/unit 4.40 3.74 473 4.53 2.60 3.97 1.00
hr/unit 1750 1371 19.14 18.94 1320  17.92 10.00
hr/unit 73.60 48.00 24.00
% 95.88 97.53 98.65
% 99.94 99.96 99.97
% 96.92 9999  99.99 99.99 97.95  100.00 98.79
% 90.77  99.07  99.49 99.65 9469 9975 97.00
% 6.20 6.78 6.75 6.66 6.10 6.47 6.00
2.01 1.8-2.2

kva 155 1.80 2.00
% 20.00 38.26 60.00 50.00  64.88 90.00
% 40.00 60.00 95.00
% 60.00 80.00 90.00

BEFE: BRERD

HTREMNETELIE, PENFHEFEERENASTEELALER, 2015-18%F, FE
BB NEXERENART1.143F1Z2T, HETHBRE2.46{ZTR, mXEBERBEM

20145 194 40/ FEE2018F #93.97/ it ; BB MK B o BEZEM20145F#920.00% L

HZE2018F 1#964.88%. HEME

RAERM1.037G4Zt (BETHE
BRBEAN GRS £

20195 7H2H

= ab

2 Be

=

ZXBe

TREHI20205F B iR, FHATMIT2019-21FH EEHR

REEBARMBAINDA) , AT ZRREFNTEE
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Bk 24 BB WMEEHHBEERHE B

100 4 (%)
90
80 -
70 4
60 -
50 -
40 -
30 4

20 |
107J
0 ‘

R 25: BAIT2019-21FHEMNFRENKZIRENART

1.0371Z7T
e BB P 48 R AR AY B8 PR #52 %%

400

350

(Rmb bn)

300
250
200
150
100
50
T T T 0 T T T T T T

2014

2016 2017 2018 2020E

m Distribution network automation coverage

2015 2016 2017 2018 2019E 2020E 2021E

m Distribution * Rural

BRRR: BRERER

FRKR: PERHDLERKES, SEESH

&

B3R 26: 110TRAEMNTEREMNTEILHE Bk 27: BT ERENET B LEX, PENEHEENENRS
TEERZKER
SRFEERNEERATE
2,000 - Mn kw) (Mn kv) - 1,600 3OOAr]nuaI power outage time (mins/household) Bubble size = Population
1,800 - 2018

F 1,400

‘ China, 215 min

2007

1,600 | 250 4
L 1,200
1,400 - 200 |
1,200 - L 1,000
1,000 - - 800 150 4
800 1 - 600 100 -
600 -
- 400 ]
400 - 50
200 | - 200 o
0- : : : : : o

2009 2010 2014 2016 2018 -50 -

® Tranforming capacity No of substations

US, 81 min
France, 52 min Electrici
UK, 41 min °® coi(:lzlrcr:tpytion
er capita
Germany, 15 min o P
[ (kWh)
5,000 10,000 15,000

BESR: EREM

20195 7H2H

BEXR: BREN, BRERR

RN EIBE T RERANTHREASHNEERFE =

2019537, ERBMEH 72BN WHRBEITRI(SC-eloT). BREMER, T
B AWHR EEETENRANITRBER, EHLNBEEMERPRE, BE. &
AAREEAT 2 ANEENRE. EREMITE021FNSRILRAE, BIHE
KOGEYBEALSOERNEE. RITNY, ERBMESEDDWHNIBE T T
BEESTMBEMABAREEIS, FERERRILFEDITSBERXARL H 1

-&O
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Bk 28: IT/EEHEXEAZH

14 -
(Rmb bn)
12
10 4
8 -
6
4 4
2
0 4
2016 2017 2018
Communication related Investment
m|T related Investment (report)
BEFRE: BRBM, SLIEFHR
2] . = 5 Al AN
B3k 29: EREMAZ IR DYERMEN
-------------------------------- "Three types of two nets"
__________________ Energy Network Enterprise
,’;k,'r Application Platform Network Sensibility ‘\‘ Intergrated Big data Commercial
N B4l D:ta Flow External energy service operation operation of
Sl e resources
Energy Commo; - -
P ~—es Business Fl i
Internet Compcis’m_op‘ RNy Lsness - ow Three stations Energy finance Virtual power
s Network N in one plant
< N Storage N,
('Smart Grid 3
AN Setmee /’ Internal
S Charge g Business Grid operation Client service
S~ — - operation

BRRR: EREWN

20195 7H2H
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ELIEBITAEZRY 5K

20185, ERBMBEIBIRHIZX P EBREMIRERE T AKM4,8901ZT. ETHA]
S8 NRZFFEFNHRR, LTERBMBRM2018FTHFRASEN"RRE, &

NItEREMBERTZNEFEREERRE. BERNIAN, FRBNREFED

(BlnE®B K. FEBAIMTFLES) HEEFN~RREBNALTHTIZHOHR, Hitk
BaZ R TR S EREMABCER MR AT HAE K.

Bk 30: RERBBHRRE
ERBMIREBIENT 260D

Nari
Pinggao
XJ Electric
XD Electric
Senyuan

Nari
Pinggao
XJ Electric
XD Electric
Senyuan

Nari
Pinggao
XJ Electric
XD Electric
Senyuan

Nari
Pinggao
XJ Electric
XD Electric
Senyuan

Nari
Pinggao
XJ Electric
XD Electric
Senyuan

Nari
Pinggao
XJ Electric
XD Electric

I S S Y

Llightning arrester

Isolation switch-gear(UHV)

Protection and monitor(UHV)

Whole station equipment(UHV) Nari

2016 2017 2018 2019 YTD 2016 2017 2018
Protection related IT hardware
23% 23% 50% 50% NARI 35% 34% 31%

Pinggao
20% 50% XJ

Dispatching hardware
NARI 32% 33% 30%
Pinggao

IT software
32%

20% 24% 15% 25% Pinggao

Dispatching software
31% 25%

NARI
13% Pinggao
XJ
21% 25% 2016 2017 2018 2019 YTD

Switch cabinet
Nari 8% 11% 17%
Pinggao 6% 8%  23% 19%
22% XJ Electric 6% 9% 12% 7%
XD Electric 8% 3% 4% 4%
22% Senyuan _ 5% 3% 3%
Lightning arrester
Nari 7% 6%

42% 44% 21%

33% 11%

11%

Pinggao 11% 10% 11% 9%
XJ Electric

14% 13% 16% XD Electric 15% 20%
Senyuan

GIS

20%  24% 18% Pinggao

6% 6% 7% XJ Electric

11% 14% 5% XD Electric
9% 6% 8% Senyuan

15% 14%

13%

21% 14%

Nari

Pinggao 20% 15% 11% 16%
XJ Electric

XD Electric 9% 8% 3% 7%
Senyuan

BEFE: BREN

20195 7H2H

o, enSeEREN - RRFNVENRBES THRERSRIRE, BRENTL
2019-20F & Wb ¥ SRIMEBITAEZRY 5K,

21
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B3R 31: o, SnRFeEREN _—_RERNENEEES Eik 32: 2019-21 S B MR R HIIEFMEBI TERZEER
PEERBEIRE, FERNMIT2019-20F AL B E TN 7t
EBITFLEZEY 3K, LB W IZZ HlE R I EBITEF R
MBI B HIERE R EFR=E
36% - 20%
18%
31% 16%
.\f I— ] v N—/—*/
26% | 12%
10%
21% 8%
6%
16% 4%
2%
11% : . . . , 0% . : : .
2017 2018 2019E 2020E 2021E 2017 2018 2019E 2020E 2021E
== Nari XJ === Pinggao o= Nari XJ === Pinggao
FRRIR: NRHE, SEIESHR FRRR: NRHE, SRIESHR

20195 7H2H 22
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(g1

HEBMNEEHRR (EBEHh. FEESMFABRS) HERNX VI FRHHRENR
1618, EIETS5FNER S MEXEKRK.

B3k 33: HEBE MR ERRE RN RIS ERIRE R

231 (Rmb bn) 600

550
500
450

400

350

-
I

— = — : r r : r 300
Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19

= China grid equipment sector Grid investment

Sector component: NARI Tech, Henan Pinggao, XJ Electric

BRKR: 76 BRERR

B 34: FEBRNIZERREBRNN N1 FRAHRENR B 35: P EBEMNIRF IR BRI BIA20205F H 8RN

1615 2.41%
IR B =R IR =
40 W Max:36.7x 7 Max:6.6x
35 | 6
30 - 5
25 4 - ' (YA X
Y : 4 & -v‘“f
20 1 Ave:20.5x Ave:3.4x
= o < 3
15 Wl W ..*t_‘
in: 2
4 Min:14.1x
10 Min:2.0x
5 | 1
0 0
Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19
Max P/E Average Min +1std -1std Max P/E Average Min +1std -1std
BRKR: 76, SHLEFHR BRRR: 75, SFEFHR

BN MER, SHMEREL, BRMMEITSERBAZNEX, BREMNRAHER
&%,

20195 7H2H 23
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B3k 36: BATANEMEZFRRPIBRNEBRBEFIHHEXR B3R 37: B RE A BEBAS T
BN S5ERERN/ERKEMNME/B BN S FR/EV/EBITDARE R M

DT
100% -
80% |
60%

| 2018 Stock Price (Rmb/sh)

-20%
-40% -
-60% -
-80% -

-100% -

1 14.0 -
40% 120 =13.358x + 3.6813
20% - ’ (,_--\ Wiscom Rt = 0.8067
] XJ
o | ‘ ‘ 10.0 S .
| I P

Nari Pinggao 80 . (Pinggao
AR
] » TBEA
6.0 | Guodianjptegrdied ¢ Sifang

4.0 *
China XD
2.0
Stock price correaltion with 2018 EPS (Rmb/sh)
0.0 T T T T )
BEPS " EV/EBITDA uBPS ®FCF 0.0 0.2 04 0.6 08 10

BRRR: SHEIEFMR

20195 7H2H

BARME T E 0

NTEEER, FIMM12ME BERMBETIESFZR1FMHAHRRXAFEITES

. EREEABLATCHTLROMT 70, RN SALELENHEE, Eit
BANANRBMEHLEEXBFE-BNTREIRNES. RION12MNBBRRNAAR
M25.317T, E£ITE[AI34%, ALEINNERBZEBEHRITHIEREN.

NFFELES, B2 A BB ARENTBRLEH1FMBATREXEYE (5
FHLEHYE) KO.75MIEE;, ZRIDESSERBRANEBHE, RINVANQXANE
MK AIEARTEERR, BEEZEREBILFZER, BANREEATERE, ERRIIA
N EREEAFRAES, BI1208 BIRRN I ARM10.667T, LIT=H36%,
BEINBERBEEFSEIIFANERN.

NTFHES, BIN12ME BB ARENTRREHAFMBATREXAEYE (5
FHEHE) K1.0MEE, RIRTEBRNBHMER (B-RigFREHNEFHIERK
FEFEST -RRFRRE, —RREFSVRHRIMER, FEEHAR) . ZIW121MAE
RN NARM10.667T, LITEE15%, BN ERBRIFABSIT B,
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B3k 38: BN HEHEE

NARI Tech Henan Pinggao
600406.SS 600312.SS .
2019 P/E 18.4 17.9 18.1
2020 P/E 14.9 11.7 13.2
Historical average 22.2 26.9 22.8
Histrorical median 20.4 22.6 22.3
Peer’s average 27.0 27.0 27.0
Peer’s 19-21 net income cagr 23% 23% 23%
Company 19-21 net income cagr 26% 40% 34%
2020E EPS 1.27 0.67 0.70
Target multiple 20.0 16.0 15.2
Historical median 0.75 STD below historical 1STD below
Benchmark average historical average
Target price 25.31 10.66 10.66
Current Price 18.9 7.8 9.3
Price currency CNY CNY CNY
Upside 34% 36% 15%
Rating Buy Buy Neutral
Share count 4,622 1,357 1,008
2019 EPS 1.03 0.44 0.51
2020 EPS 1.27 0.67 0.70
Implied 2019 P/E 24.6 24.4 20.8
Implied 2020 P/E 20.0 16.0 15.2
Price as of 7/1/2019
TRKIR: SHEIESFHR
Bk 39: fA{EX
Tieker QLD nl?;‘bcl;: L::?ur Ln?iur 2018 2018 P/BZOIQ 2020 0;019 2020 NETJ’EET{DTE 2018 EWEEITDZGIQ 2020
:gm:qgrg:\::y NARI TECHNOLOG-A 12,746.33 18.87 70,140 NA 342 279 249 16.27 15.64 16.40 (39.90) 13.34 11.82 10.06
000450 G Eqly oo ELECTRICA Veess oz 1o peor] e s s 4w am 17 510 202 T 057
002080 G Eqly WiSCoM SvSTEN 4 “ess  wr owe S5 2az S ate 2% s ma 1o i o i 932
i TR ceTRn SR T o 7 - S 41 o
;'-:ec:i::w Jya0ts NA 16.70 1.18 113 1.04 5.86 6.82 8.04
BRRR: 718, 2E, aRiESHR
2019%7H2H 25
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MBS

EBNERER. EREMMELEMNEFRERNREFFHEFORNIEATF. NREXRS
WSk F 5 AR IR, B0 & HIE R AV N M B R AT BEAR T T8,

EMEMES TSN, FEAR (E, RiNE) RPEASHBHREFNEHNEENR
RO, REMENE LRBIT, BOIRFFEFHHENRER T I,

FRENEEANRATH I AEZ L, PEENEEFNRARNZHT T B HIRERR
HLFHREXRER, MRPEEMZEFNRAHITRIAEZ L, BHIRFHEFHW
NG AT RES MR

B 40: 2018F, FEMHEELEKNEETLSZHASTE66% Bk 41: 2018F, FEMHETSBSEELSRAEN1%
EeEH2018F EE W HHAMA FBBS2018FEE W SRR

= Raw material Other cost ® Raw material Other cost

FRBRR: NRBE BESRR: A RHE

Bk 42: BRI RES

5200 1 o) - 5,000
(Rmbrt) F 4,500
5,000 - '
. - 4,000
4,800 - \-\ - 3,500
4,600 N 3,000
Wj (V4 - 2,500
4,400 4\ | 2000
4,200 - - 1,500
4,000 [ 1.000
e - 500
3,800 -1 0

04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04
04

20
20
20
20
20
20
20
20
2

2

20
20
20
2

2

2

20
20
20
20
20

e Copper (LHS) Steel HRC (RHS)

BRRIR: 7718, w8

20195 7H2H 26
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E BRIk (600406.SS): BESHTFHEH —HNERBMEFNIT /B

ERAX

20195 7H2H

NEEDR:

ESBEWmKIL T20015F, BE2018FEEATZHFRAN - RBMIREHERT. 2017
FREBATEHREARTING, EEEHERRAVEZSMHENARFZURLKE. &
B, HE. REMIARS. AREZRRE (NEENRPEXIRE) mip LU~ mR
ENTHORALSREESBA, RIMIT, EEEHEEESNENARINNTHOH, =
@ T2019-21F PR EESMIT/BRERA I HAEERE A TEA R,

BRI

BABEZHT2019-21F B MITEBEEXRAZIHIERK,. £ TEEEHHEB LA
M ASEDFHIZME, BANITFEEERBNELZEE DM IBE TN
(SG-eloT), HIFER R TEBMENHFHEIR, 2019-21FERKBEMNI ZFRZHIT/
BEAXBAZEYT KRG NEEEHTREBENIERIS. EAIMit, 2019-21FESEHE
HHEMBEAAR (52018FHEHRI59%) FMEBEH B ESBERR (520185
HEFMN13%) NN D BIFHE EIBK19%H45%.

BEEMAXT R EE R RRERBRIRNVERRIB R, E2017FRHENR
Electric/a, EH®ERESHEBRT RFMRE~RIFEIE THREMS. T,
EHERINESERERAHEDT, 2019-21FEBEHNABRT KRR ER
R (H2018FHEF19%) KEXIM2B5%HMMANFHESIE R, RIVENTIIT, BEEW
NEMFEAFERRSNESERERTRER, 2019-21FERREEM20185FH
27.8%% KE29.0%/30.0%/31.0%.

BRBEHEIFAERN:

BINBEHEBERNAXEIREZHT2019-21FPEREMNZMIT/BERAXZ HIGEK
AR, BITERBRZRHATNREN, ET20F2020FMHHER (AISESFNRS
HEXEHE, SRRNXM14E2020FFTHHAER) WEIRMENART25.317T,
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PEREBN BT IREFIER

B3k 43: HAIFIT2019-21 FE B RIS LT 23% HI RN F 15
5K
AR K 2 BV U AT R,

60,000 -

(Rmb mn)

50,000 -
40,000 - - .
30,000 - -

|| [
20,000 -
- J l I I

0 - T T T T T
2016 2017 2018 2019E 2020E 2021E
u Others/offsetting = Communication control

Relay protection and flexiable transmission  Smart power utilization
m Grid automation and industrial control

BX 44: RNFITEEEHRNESEEEFREM2019F£929.4%
@ HZE2021F#730.8%
BARK 2 BRI R

60% -

50% -
A A
40% - A
é ¢ ¢ °
30% - 4
20%
10% -
0% - T T T T T
2016 2017 2018 2019E 2020E 2021E
m Blended © Grid automation and industrial control

Smart power utilization
A Communication control

ARelay protection and flexiable transmission
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FEEMH, FEEZHET2019-21FBHUMIT/EBERARRAIHAER
EHemmfEMNE LS RESANEREINBRAR, BELRIE, BENERBRE
R, £TEHBEMBEABILRNFENFRRDMTZDH, FAIFNITHEEERBMESD
ZERBOPEMEFEITL, ARFEBHRSEENENHRFTUNESREE, 2019-215FF
KEMB ZRREFMITEFEEXRBE ALY N EEERTRBEZNE RS2, R
it, 2019-21FEBEHKNBMNELRIR (52018FHEF59%) MEBHBIUESE
EHIR (H2018FHEH13%) HBRNE D FIFHIESEK19%M45%.
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ZF@RTHENERRAMS, HR TV,

E e R miR it

—RNEEBNRBELRE, BRRNEWRS. BERE. CRNEE

RENBEEBRATR, BREHENEEEMEALRAIINEERSETHE B8FF
FEE. BARGRESKE., ZRE/AMIES. BESTSITE. RIEARRN. HLH
BoUDTUARBERORERE, BIMEAEELAI LR, BESTRSHNERTR
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o BT EBRERHNZEEEHRA, BIEAREAEESINETZNMAITEESBER
AR, BEETEBHRITHERXIIE.

BTN, ERERNVEEEMTRAEUTEELS: 1) ZEX. ZRARANDE
SLIRAH), BEBTERLE MREMLRARRRS ZBPRER, 2) ZEERERAR, B8
THREEZRBR (FIWRDEBNSITHRIE, RO HARB/AABRERE) THRE
ME; 3) BLHEAR, UM AARANZEBIE. ERASMTEES,
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RRRR: EREN

BEEMXTMER B RT REMRERRWERNZRIEK

E2017FEWMINR Electricfs, EH® ML mmP BRI REMHEB~RIUFEE T 9%

£, BfRAHE, NRElectrick 87T LMD EXHE(DPFC)EAR, X—RIFNHIAIIE/L

ZEVNIRBIFIFIAGEE, MM AERH & BIZHIIES . NR Electricifi® o] £ R IF IR HI35
BN ERELRIEEBENRT . EEUFNEEMBRSR, 2016-18FEHEHKAE
RIFIEEZ TN HIARIEE K,

BAIFIT, EPERINBSEARRAIHESNT, 2019-21FEERHENABRIR
F MR BRIEZIN25%HNBNFHESIE K, RINRNTIT, BERNEMIFEEFE
ZRSNEFEEEXTMRER, 2019-21FEFEHFEM2018F127.8% 7 5l KZE
29.0%/30.0%/31.0%.
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FRRIR: NRHIE, SEIEFHE

EPR E ST EON

BEKR: EXRBW

BRNEHEREENMASEIRESHT2019-21EFEHE B MNEMIT/EE RN HIEK
TS, RIMNBRBZZRHTINEN, ETF20ZM2020FEFHAHmEER (BT E5FHR

ZEEXEFRE, SRRONN14E02020F M HAER) |

7T, EITEE34%.

BiIr N ARM25.31

HBAAMIT, HREFEFRBENLATENTIHEH, 2019-21FEBMIHEEIM23%HIUL
ANFEHEEERK, FERIERZEFEBNENHEEBERE (IAFHESERREMN
2016-18F 1921% LA ZE45%) URHKBRFRFMEHBREZRR (RANFHESEBKE
¥ M2016-18FM17% EFHZE25%) o

FANFIT, 2019-21FEHBERHNFRED BN ARM4A7.5{2/58.512/75.3127T, X EF
HE A EBEREM2016-18FH15% L FH E26%.,

FHAH2019-21 5 %R EFN EL 1B T2 TN 2 51 S 1%/7%/18%, FIRERE N FATX 2 T
NERAMENRBROVEEZE N RN,

BN, B85 TWANEHLAEFEEINEFH, 2019-21F N TERZEEM2018FH
28.7% L FE29.4%/30.0%/30.8%. FANFitT, 2021 FHEVNESNE LB LEER
EARIRUNTTERE M2018FE13% L F E22%,

AT, BETEFEHMLE, 2019-21FHEREER AXREM2018F1912.9%/ME
R ZE12.8%/12.7%/12.6%, EBITREZREM2018F114.9% EHZE

15.8%/16.6%/17.7%-
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BRRIR: 718, BEEFHR BEKR: 718, BEEHFHR

MR

EMEMR ST, 20185, REMAEZEEREHNGEEETELSRAH H66%; WR
EMEMES T, EEEmNENRAESZIHER, Ml e ERT RN
. BEmME, BNFUTNRENZZUAZ2MNEDIR, BSFERAEZL
0.9%-7.3%.
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B 60: HATMITMREMEZUAZ2MNED R, BEBARIEE{0.9%-7.3%
ARENERRAMBNEKOBRED T

Gross margin Change
-1.0% 0.0%
-4.1% -0.9%

-71.3% 2.3% 5.4%

Revenue

growth -6.9% -3.7% -0.5% 2.8% 6.0%
change -6.5% -3.2% 0.0% 3.2% 6.5%
-6.1% -2.8% 0.5% 3.7% 7.0%
-5.7% -2.4% 0.9% 4.2% 7.5%

RRFR: BEEETR

EBNERER. MRFEETEBNESEFHIERF, BHRZIHEFNWANNERNATER
TIEAAKF

BMAAXHRETH. PEEERENEZEFNEMAAIEHNTARNLSIREXRE
Z, IRENESEFNRARZHITRAERL, BHRZFFNEFWRNEHATE2ENE
o

FEEMBIRH TR TN, MRERRERFERISEEMNBIRMZNGE, R
W NIBRARIR AT REME I T 17 KBS
EEHAUSBFERINB TN, WREMBHEFME, EDBERHNTmEEIN TR
SARTIE, MmE2REE T RN,
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Mz EAFT, 2019-21 FEEEHPBNEEIN23%NEFEHESERK, FTERIHE
ZBFEBNEILERBEERR IANFHEEEKIS%) URKERFPRFHEHBIEE
RIR (MANFHEEIBK25%) « BETWAEMLACNEEINEH, BT
2019-21FE N B ERIZRIE M2018F #28.7% £ F £29.4%/30.0%/30.8%. FATFRIT
2019-21FHEREE R AREM2018F112.9%/MEFEE12.8%/12.7%/12.6%, EBITHI
SEZEE M2018F#914.9% EFE15.8%/16.6%/17.7%.

RFEnfik: BE2018FK, EEEBNANGEN-21%, WERFHNARM76/Z7T,
LT WHFBRMARZHBFRIFRE, RNF1T2019-21F 2R HRE D 511
-23%/-24%/-24%.

NERER: BT, 2019-21FEBEEHNEARZHAART712/1912/23127T, %
FEATHZERLEY K. RAFMIT, 2019-21FE A TN AMEFT N ART12{2/1412/17
Z7T0

TREZR: 2017-18FEEEHNIKEZED Bl N46%FM40%; FAITMIT2019-21FEHEF T
K B Z B R IFTE40%0
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Profit model (Rmb mn) 12/18 12/19E 12/20E 12/21E Balance sheet (Rmb mn) 12/18 12/19E 12/20E 12/21E
Total revenue 28,540.4 32,250.5 39,183.9 49,060.2 Cash & equivalents 7,560.9 8,788.0 10,211.0 11,930.3
Cost of goods sold (20,337.2) (22,754.1) (27,432.5) (33,945.5) Accounts receivable 19,176.1 21,647.6 26,086.8 32,662.0
SG&A (3,684.7) (4,128.1) (4,976.4) (6,181.6) Inventory 5,820.8 6,421.0 7,741.2 9,579.1
R&D - - - - Other current assets 8,738.7 8,738.7 8,738.7 8,738.7
Other operating profit/(expense) (260.0) (260.0) (260.0) (260.0) Total current assets 41,296.4 45,595.3 52,777.8 62,910.1
EBITDA 4,807.2 6,009.5 7,560.3 9,862.6 Net PP&E 5,932.7 6,813.8 7,553.3 8,151.0
Depreciation & amortization (548.7) (901.1) (1,045.3) (1,189.5) Net intangibles 842.8 760.6 675.9 588.6
EBIT 4,258.5 5,108.3 6,515.1 8,673.1 Total investments 107.0 107.0 107.0 107.0
Interest income 85.4 75.6 87.9 102.1 Other long-term assets 4,160.9 4,160.9 4,160.9 4,160.9
Interest expense (54.7) (77.4) (74.6) (70.4) Total assets 52,339.9 57,437.6 65,274.7 75,917.6
Income/(loss) from uncons. subs. - - - - Accounts payable 15,013.2 16,769.4 20,217.4 25,017.3
Others 728.2 700.0 700.0 700.0 Short-term loans 1,407.6 1,407.6 1,407.6 1,407.6
Pretax profits 5,017.5 5,806.5 7,228.3 9,404.9 Other current liabilities 6,124.0 6,124.0 6,124.0 6,124.0
Income tax (567.6) (754.8) (939.7) (1,222.6) Total current liabilities 22,544.8 24,301.0 27,749.0 32,548.9
Minorities (287.8) (303.1) (440.2) (654.6) Long-term debt - - - -
Other long-term liabilities 413.6 413.6 413.6 413.6
Net income pre-preferred 4,162.1 4,748.6 5,848.5 7,527.6 Total long-term liabilities 413.6 413.6 413.6 413.6
Preferred dividends - - - - Total liabilities 22,958.4 24,714.7 28,162.6 32,962.6
Net income (pre-exceptionals) 4,162.1 4,748.6 5,848.5 7,527.6
Post tax exceptionals - - - - Preferred shares - - - -
Net income 4,162.1 4,748.6 5,848.5 7,527.6 Total common equity 27,784.3 30,822.7 34,771.7 39,960.0
Minority interest 1,597.1 1,900.2 2,340.4 2,995.0
EPS (basic, pre-except) (Rmb) 0.93 1.03 1.27 1.63 Total liabilities & equity 52,339.9 57,437.6 65,274.7 75,917.6
EPS (basic, post-except) (Rmb) 0.93 1.03 1.27 1.63
EPS (diluted, post-except) (Rmb) 0.93 1.03 1.27 1.63 BVPS (Rmb) 6.21 6.67 7.52 8.65
DPS (Rmb) 0.37 0.41 0.51 0.65
Dividend payout ratio (%) 39.8 40.0 40.0 40.0 Ratios 12/18 12/19E 12/20E 12/21E
Free cash flow yield (%) 1.9 33 3.7 45 CROCI (%) 29.0 25.2 27.0 294
ROE (%) 17.6 16.2 17.8 201
Growth & margins (%) 12/18 12/19E 12/20E 12/21E ROA (%) 8.5 8.7 9.5 10.7
Sales growth 17.9 13.0 21.5 252 Inventory days 102.1 98.2 94.2 93.1
EBITDA growth 12.0 25.0 25.8 30.5 Receivables days 230.6 231.0 2223 218.5
EBIT growth 13.3 20.0 275 33.1 Payable days 257.7 2549 2461 2432
Net income growth 28.4 14.1 23.2 28.7  Net debt/equity (%) (20.9) (22.6) (23.7) (24.5)
EPS growth 17.7 10.5 23.2 28.7 Interest cover - EBIT (X) NM NM NM NM
Gross margin 28.7 294 30.0 30.8
EBITDA margin 16.8 18.6 19.3 201 Valuation 12/18 12/19E 12/20E 12/21E
EBIT margin 14.9 15.8 16.6 17.7 P/E basic (X) 18.2 18.4 14.9 11.6
P/B (X) 2.7 2.8 25 22
Cash flow stats 1t (Rmb mn) 12/18 12/19E 12/20E 12/21E EV/EBITDA (X) 14.8 13.6 10.7 8.1
Net income pre-preferred dividends 4,162.1 4,748.6 5,848.5 7,527.6 EVIGCI (X) 3.2 3.3 2.8 23
D&A add-back 548.7 901.1 1,045.3 1,189.5 Dividend yield (%) 2.2 22 2.7 35
Minorities interests add-back 287.8 303.1 440.2 654.6
Net (inc)/dec working capital (1,583.4) (1,315.5) (2,311.5) (3,613.1)
Other operating cash flow (206.9) - - -
Cash flow from operations 3,208.3 4,637.3 5,022.4 5,758.6
Capital expenditures (1,714.0) (1,700.0) (1,700.0) (1,700.0)
Acquisitions - - - -
Divestitures - - - -
Others (5,129.6) - - -
Cash flow from investments (6,843.6) (1,700.0) (1,700.0) (1,700.0)
Dividends paid (common & pref) (2,721.9) (1,710.2) (1,899.4) (2,339.4)
Inc/(dec) in debt 1,345.6 - - -
Common stock issuance (repurchase) 6,076.5 - - -
Other financing cash flows (2,156.5) - - -
Cash flow from financing 2,543.8 (1,710.2) (1,899.4) (2,339.4)
Total cash flow (1,176.2) 1,227.2 1,423.0 1,719.2
Note: Last actual year may include reported and estimated data.
Source: Company data, Goldman Sachs Research estimates.
BRRR: NEHIE, BEILSFMR
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2017 2018 2019E 2020E 2021E
Grid automation and industrial control
Revenue 13,546 16,756 18,767 22,145 26,574
YoY -23% 24% 12% 18% 20%
Gross Margin 29% 28% 29% 29% 29%
Smart power utilization
Revenue 2,192 1,990 1,791 1,791 1,791
YoY -28% -9% -10% 0% 0%
Gross Margin 9% 6% 6% 6% 6%
Relay protection and flexiable transmission
Revenue 5,155 5,377 6,023 7,528 9,410
YoY 31% 4% 12% 25% 25%
Gross Margin 47% 38% 39% 40% 40%
Communication control
Revenue 2,849 3,823 5,046 7,065 10,597
YoY 8% 34% 32% 40% 50%
Gross Margin 20% 28% 29% 30% 31%
Blended Gross Ma 30% 29% 29% 30% 31%
SG&A Ratio 13% 13% 13% 13% 13%
EBIT Margin 16% 15% 16% 17% 18%

BRRR: SHIEFMR
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NEEDR:

FEBEST2001F £H, B—RAEWSEFRFEREEZHIED, EESR1100FRGIS
BRI B4 N 40-50%

EINVANFERESNERMBETHARXN, BEHET2019-21FFESSERARZLN
BR. BHAER, BEET@mVESNHERTEUMCATNBRNEMHHEZEBITAIER
M20185F #95.3%F+ E2019-21F #7.6/9.3/10.3%.

BRELSEHEDFSERERELSHROERNELH, EEESSRCIS/HABELE
ALK, FEHESEI1100TRE U EGISHBEF XU SR GIE T METHHEH
(ETEREMALBIRHE) . BERERBT2018FNEESERITHEIZ12MSE
MABRE, FERSKEHRTERR2IMZTITE, SE2ZRERNEIAEEELE. &
TFERERBWERIZITNMARDEEREES, RINMITFEBEREFSELSZWATE2019
FEELSRRBNAR EEER25% (2018F & tk42%) . BT, THESSERR
S HHD), 2019F FERESREsELFZBANEREIEEK100%, SELFSBNER EK
14%, WHNEATIT, BEFESSERAIHENSFERSSE~REEEK,
2019-21E S FE WS ERZE F716.8/2.3/0.8NE D R E19.9/22.3/23.0%.

2019 IR B H N LT AR, BITAN2019FENEFESSETH EHARBFHOF
B, ANE—HEESEMEE2009-10F =TI, BEFREENERFDNTE, M
SEMEMNRITHZETEG NF. BRFENMIT, BT +FE, BHEEH. SENAR
ERE LA, BITAR, FREREREESERTFXTHLNESTHOM, EPES
SEEEEHAFEARPERN TR TFEERML, FAIFIT2019-21F =R 151
SWNEFHESIEE30% (2016-18F H-14%) »

BRBEHEIFAERN:

BAVAR, FEBERERBEESSHRCISTH EWALEHE, ¥ZHET2019-21FFEH
BEARAZHE K, BAME, RINMITLAT2019-215 2FEN ART5.95(2/9.041Z
111.651Z7T, FHEEEKAI0% (2013-18F 1-6.4%) o kI, HIVANFEBSMMA™
MEMWITRIEEHEBITRIEZEM2018F #95.3%F+ £2019-215£97.6/9.3/10.3%. K
118912410 B BEFtME I ARM10.667T, ETF 16512020 M AR, RE1EMHAT
BEXE (5FEAHLHE) K0.75MEE, ERNERX—GEKFEESE, BRERIIA
NEBARESER (GEETHLIFEFMBATARXEFE) JEEEKE, Bk
BEE SRS EEMETE,
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2015 EEREFEAITR (RITHR)
Projects Capital needed Proceed raised
Rmb mn Rmb mn
Acquisition 90% of Shanghai Tianlin 895 895
Acquisition 100% of Pinggao Weihai 227 227
Acquisition 100% of Pinggao Tongyong 975 975
Acquisition 100% of Guoji Gongcheng 782 782
Acquisition 50% of Langfang Dongzhi 139 139
Sub-total 3,017 3,017
Increase holding of Guoji Gongcheng 450 450
Increase holding of Pinggao Tongyong 200 200
Increase holding of Shanghai Tianlin 99 99
Increase holding to Pinggao Weihai 50 50
Sub-total 799 799
Increase holding to Tianjin Pinggao 378 378
India factory 676 676
Working capital 31
Total 4,900

20195 7H2H

BEBRIR: N RHRE
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Date Projects Order value (Rmb mn)
2/1/2019 State Grid 2018 Zhangbei-Xiongan, Zhumadian-Nanyang UHV-1000kV combination electric appliance 835.39
2/1/2019 Qinghai-Henan, Shaanxi-Wuhan —800kV UHV AC circuit breaker 181.60
2/1/2019 State Grid Qinghai-Henan, Shaanxi-Wuhan —800kV UHV/DC - combination of electrical appliances 880.10
2/1/2019 State Grid Qinghai-Henan, Shaanxi-Wuhan —800kV UHV/DC - isolating switch and grounding switch 38.14
2/1/2019 State Grid. Qinghai-Henan, Shaanxi-Wuhan —800kV UHV/DC - arrester 43.56
1/3/2019 State Grid 2018 Power Transmission and Transformation Project (including cable) agreement inventory bidding procurement 1055.00
1/3/2019 State Grid Substation Equipment (including cable) 9.24
1/3/2019 State Grid 2018 35-110kV substation equipment 8.40

11/16/2018 State Grid 2018 Mengxi-Jinzhong UHV AC Project - 1000kV Combined Electrical Appliances 319.80
11/6/2018 State Grid 2018 Power Transmission and Transformation Substation Equipment (including Cable) 325.00
11/16/2018 State Grid 2018 35-110kV pre-qualification pilot second tender procurement 100.00
8/28/2018 State Grid 2018 Power Transmission and Transformation substation equipment (including cable) 291.00
7/28/2018 State Grid Shanghai Electric Power Company 2018 inventory bidding procurement project 183.00
7/19/2018 State Grid 2018 Power Transmission and Transformation substation equipment (including cable) 313.00
7/19/2018 State Grid 2018 First 35 kV-110 kV expansion project, substation equipment agreement inventory 31.00
7/19/2018 State Grid 2018 Beijing Yanging Road (World Garden) 110KV power transmission and transformation engineering equipment 10.00
6/5/2018 State Grid Corporation Power Transmission and Transformation Project 2018 substation equipment (including cable) 411.00
6/5/2018 State Grid Co., Ltd. 2018 Power Project Second Material Bidding 19.00
6/5/2018 State Grid Corporation Power Transmission and Transformation Project 2018 whole station & substation equipment station 8.30
6/5/2018 State Grid Corporation 2018 Beijing Yucheng, Shijingshan and Liaoning Wafer 220kv 17.00
6/5/2018 State Grid 2018 UHV AC substation equipment spare parts 134.00
6/5/2018 Rongcheng Natural Gas Cogeneration Project Low-voltage MNS cabinet, power distribution cabinet, distribution box 13.00
6/5/2018 Inner Mongolia Electric Power 2018 equipment materials 8.50
2/14/2018 National Power Grid 2018 substation equipment (including cable) 300.00
1/23/2018 State Grid Corporation 2017 Beijing West ~ Shijiazhuang and Weifang ~ Linyi ~ Zaozhuang ~ Heze ~ Shijiazhuang -1000kV combination 666.00
1/23/2018 State Grid Corporation 2017 Beijing West ~ Shijiazhuang and Weifang ~ Linyi ~ Zaozhuang ~ Heze ~ Shijiazhuang 1000kV UHV arrester 29.19
12/23/2017 National Grid Corporation 2017 substation equipment (including cable) 329.71
12/23/2017 National Electric Network Company 2017 substation equipment station 19.37
12/23/2017 State Grid 2017 Beijing Daxing Power Supply Company New Airport Power Transmission and Transformation Engineering Equipment 9.64
12/9/2017 National Grid Corporation 2017 distribution network equipment agreement inventory 410.00
11/25/2017 International Power Engineering General Contracting Project (EPC) and self-operated equipment export contract 1730.17
11/21/2017 State Grid Tianjin Electric Power Company 2017 Industry Expansion Material Agreement Inventory 23.32
11/21/2017 State Grid Shandong Electric Power Company 2017grid material agreement inventory 16.40
10/31/2017 National Grid Corporation 2017 substation equipment (including cable) 739.50
10/10/2017 Zhengzhou Rail Transit Line 2 and South Fourth Ring Road to Zhengzhou South Station Suburban Railway 40.5KV GIS Equipment 13.50
9/15/2017 State Grid Corporation of China distribution network equipment agreement inventory 37.89
9/9/2017 National Grid Corporation 2017 Power Project Material Bidding Procurement Recommendation 27.09
8/17/2017 National Power Grid Corporation 2017 substation equipment (including cable) 183.83
7/5/2017 State Grid Corporation 2017 Huainan ~ Nanjing ~ Shanghai 1000kV AC UHV Sutong GIL Integrated Pipe Gallery Engineering Equipment 861.00
71512017 State Grid Corporation 2017 substation equipment & whole station 59.00
7/5/2017 State Grid Corporation 2017 substation equipment (including cable) 271.00
6/15/2017 State Grid Corporation Shanghai Power Grid 2017distribution network equipment agreement inventory goods 144.00
5/18/2017 National Power Grid Corporation 2017 substation equipment (including cable) 507.00
5/18/2017 State Grid Corporation 2017 distribution network equipment 247.00
5/18/2017 National Grid Corporation 2017 substation equipment 32.00
2/4/2017 National Power Grid Corporation Power 2017 substation equipment (including cable) 426.65
2/4/2017 National Grid Corporation 2016 Xitai DC stability, Yuheng communication framework, Jiquan line lightning arrester 6.41
12/27/2016 State Grid Corporation 2016 Substation Equipment (including Cable) 170.18
10/29/2016 State Grid Corporation 2016 Tibet Middle Network Project substation equipment (including cable) 416.36
8/30/2016 State Grid Corporation 2016 Shandong Ring Network 1000KV UHV AC“Combined Appliances” 1300.56
8/16/2016 National Power Grid Corporation’s power transmission and transformation 2016 substation equipment (including cable) 436.35
8/16/2016 State Grid Corporation substation equipment station 56.97
7/12/2016 State Grid Corporation Ximeng-Shengli 1000kV UHV AC - Combined Electrical Appliances 419.89
7/12/2016 State Grid Corporation 2016 Zhalute-Qingzhou —800kV UHV DC Project - AC Filter Group Breaker 12.54
7/12/2016 State Grid Corporation 2016 Zhalute-Qingzhou +800kV UHV DC Project — Isolation Switch and Grounding Switch 4.30
7/12/2016 State Grid Corporation 2016 Zhalute-Qingzhou +800kV UHV DC Project — Combined Electrical Appliances 78.32
7/12/2016 The State Grid Corporation’s power transmission and transformation project substation equipment (including cable) 195.47
5/11/2016 National Power Grid Corporation Power Transmission and Transformation Project 2016 substation equipment (including cable) 621.88
5/4/2016 State Grid Corporation 2016 Changji-Guguan —1100KV UHV DC Project "circuit breaker" & "isolation switch and grounding switch 176.00

RERIR: A RHE
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BRRIR: A RBE BRRR: 75, w8

B3k 77: AT B EAZ 121N E 2 REHESN S REED)1.4-11.3%
A FEARN SRR KA S R AR KAV D 47

Sales volume growth change
-1.0% 0.0% 1.0%
9.2% 10.0% 10.8%

8.4% 11.7%

Unit cost

growth 3.5% 4.2% 5.0% 5.8% 6.5%
change -1.4% -0.7% 0.0% 0.7% 1.4%
-6.4% -5.7% -5.0% -4.3% -3.7%

-11.3% -10.7% -10.0% -9.4% -8.8%

BEFRR: SHEESFHR
EBMNBIRER. FEAEEMEZERBIFEEAJRESHENRZFERRANMBFE T
H,
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Mamk: BT LF2019-21FRANFIESIEEN16%, TEBZHREREB MR
(HﬁZ)\Ei’J’EAiﬁEﬂJm%) FZERBHRIR (IMNFHESEERN0%) HF. AWM
it, SRTWANEHLANTRIINETR, EANREGM2018F/I14.1% KE2019-215F
E’J17.6%/18.9%/19.5%o BAMIT2019-21 FHEETE TR ARRKIRERET.7/7.6/7.5%,
EBITREZRE M2018F #95.3% B F £2019-21F 197.6%/9.3%/10.3%.

BEEfmER: 2018FEARANEEN12%, HERFAAREM24Z2T,. BAIFIT, 2F
M RBMEBE N T2019-21E 8 ERIAR2%/-5%/-7%.

NeRER: BAMNMIT2019-21FE LN RABEBRBEARTFZARM.501Z7T, U8
FKo BATFITAE2019-21F 2#MWE RN ARM9.9712/9.5212/6.911Z 7T

TREZE: 2017-18FIREZEN30%, FHAITNIT2019-21F N B 4EF X — L=,
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Profit model (Rmb mn) 12/18 12/19E 12/20E 12/21E Balance sheet (Rmb mn) 12/18 12/19E 12/20E 12/21E

Total revenue 10,816.3 12,427.7 14,392.7 16,600.8 Cash & equivalents 22,4281 3,425.1 4,377.3 5,068.4

Cost of goods sold (9,286.6) (10,418.2) (11,851.7) (13,539.7) Accounts receivable 11,531.4 12,427.7 13,998.4 16,146.0

SG&A (846.9) (956.9) (1,093.8) (1,245.1) Inventory 2,626.4 2,711.6 29223 3,524.0

R&D - - - - Other current assets 596.4 596.4 596.4 596.4

Other operating profit/(expense) (105.7) (105.7) (105.7) (105.7) Total current assets 17,182.3 19,160.7 21,894.5 25,334.8

EBITDA 979.1 1,458.7 1,868.2 2,252.1 Net PP&E 3,035.0 2,812.6 2,579.4 2,335.5

Depreciation & amortization (402.0) (511.8) (526.7) (541.7) Net intangibles 1,144.3 1,004.9 861.4 713.5

EBIT 5771 946.8 1,341.5 1,710.4 Total investments 166.4 166.4 166.4 166.4

Interest income 19.9 219 30.8 394 Other long-term assets 941.0 941.0 941.0 941.0

Interest expense (151.9) (168.9) (174.5) (188.8) Total assets 22,469.0 24,085.6 26,442.6 29,491.3

Income/(loss) from uncons. subs. - - - - Accounts payable 7,777.9 8,762.7 10,065.8 11,685.0

Others (91.7) 25.0 45.0 40.0 Short-term loans 3,344.6 3,444.6 3,744.6 4,244.6

Pretax profits 353.5 824.8 1,242.8 1,601.0 Other current liabilities 1,897.2 1,897.2 1,897.2 1,897.2

Income tax (95.2) (206.2) (310.7) (400.2) Total current liabilities 13,019.6 14,104.5 15,707.6 17,826.7

Minorities 28.0 (24.7) (28.0) (36.0) Long-term debt 200.0 200.0 200.0 200.0
Other long-term liabilities 35.1 35.1 35.1 35.1

Net income pre-preferred 286.3 593.8 904.1 1,164.7 Total long-term liabilities 235.1 235.1 235.1 235.1

Preferred dividends - - - - Total liabilities 13,254.7 14,339.6 15,942.7 18,061.8

Net income (pre-exceptionals) 286.3 593.8 904.1 1,164.7

Post tax exceptionals - - - - Preferred shares - - - -

Net income 286.3 593.8 904.1 1,164.7 Total common equity 8,925.7 9,432.7 10,158.6 11,052.1
Minority interest 288.6 313.3 341.3 377.3

EPS (basic, pre-except) (Rmb) 0.21 0.44 0.67 0.86  Total liabilities & equity 22,469.0 24,085.6 26,442.6 29,491.3

EPS (basic, post-except) (Rmb) 0.21 0.44 0.67 0.86

EPS (diluted, post-except) (Rmb) 0.21 0.44 0.67 0.86 BVPS (Rmb) 6.58 6.95 7.49 8.15

DPS (Rmb) 0.06 0.13 0.20 0.26

Dividend payout ratio (%) 30.3 30.0 30.0 30.0 Ratios 12/18 12/19E 12/20E 12/21E

Free cash flow yield (%) 6.4 9.0 7.6 42 CROCI (%) 8.3 10.3 12.5 13.8
ROE (%) 3.2 6.5 9.2 11.0

Growth & margins (%) 12/18 12/19E 12/20E 12/21E ROA (%) 1.4 26 3.6 4.2

Sales growth 20.7 14.9 15.8 15.3 Inventory days 113.2 93.5 86.8 86.9

EBITDA growth (23.0) 49.0 28.1 20.5 Receivables days 339.8 351.8 335.1 3314

EBIT growth (36.5) 64.1 4.7 27.5 Payable days 2471 289.7 289.9 293.2

Net income growth (54.6) 107.4 52.3 28.8 Net debt/equity (%) 121 2.3 (4.1) (5.5)

EPS growth (54.6) 107.4 52.3 28.8 Interest cover - EBIT (X) 4.4 6.4 9.3 11.5

Gross margin 14.1 16.2 17.7 18.4

EBITDA margin 9.1 1.7 13.0 13.6 Valuation 12/18 12/19E 12/20E 12/21E

EBIT margin 53 7.6 9.3 10.3 P/E basic (X) 34.9 17.9 1.7 9.1
P/B (X) 1.1 1.1 1.0 1.0

Cash flow stats 1t (Rmb mn) 12/18 12/19E 12/20E 12/21E EV/EBITDA (X) 11.7 7.6 5.6 4.6

Net income pre-preferred dividends 286.3 593.8 904.1 1,164.7 EVIGCI (X) 0.9 0.9 0.8 0.7

D&A add-back 402.0 511.8 526.7 541.7 Dividend yield (%) 0.9 1.7 26 3.3

Minorities interests add-back (28.0) 247 28.0 36.0

Net (inc)/dec working capital (117.3) 3.4 (478.4) (1,130.1)

Other operating cash flow 225.3 - - -

Cash flow from operations 768.3 1,133.8 980.4 612.3

Capital expenditures (107.1) (150.0) (150.0) (150.0)

Acquisitions - - - -

Divestitures - - - -

Others 24.4 - - -

Cash flow from investments (82.7) (150.0) (150.0) (150.0)

Dividends paid (common & pref) (313.1) (86.8) (178.1) (271.2)

Inc/(dec) in debt 1,015.2 100.0 300.0 500.0

Common stock issuance (repurchase) 9.1) - - -

Other financing cash flows (559.3) - - -

Cash flow from financing 133.7 13.2 121.9 228.8

Total cash flow 807.2 997.0 952.3 691.1

Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.

BRRR: DRHE SEIESMR
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2017 2018 2019E 2020E 2021E
High-voltage
Revenue 5,039 4,490 5,140 5,718 6,237
YoY -8% -11% 14% 1% 9%
Gross Margin 25% 13% 20% 22% 23%
Low/mid voltage and distribution
Revenue 1,610 4,216 5,238 6,348 7,694
YoY 9% 162% 24% 21% 21%
Gross Margin 9% 16% 17% 17% 18%
Overseas
Revenue 1,157 1,288 1,352 1,420 1,491
YoY 24% 11% 5% 5% 5%
Gross Margin 13% 7% 7% 7% 7%
Repair and maintenance
Revenue 927 646 698 907 1,179
YoY 7% -30% 8% 30% 30%
Gross Margin 25% 20% 20% 20% 20%
Blended Gross Ma 21% 14% 18% 19% 20%
SG&A Ratio 10% 8% 8% 8% 8%
EBIT Margin 10% 5% 8% 9% 10%

TRKIR: SEIESHR
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® Smart distribution Smart mid-voltage generation = Smart meter

HRevenue Gross margin

m EV charging m D/C transmission m EMS processing and others

u Others/offsetting
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. 9
6,000 (Rmb mn) 25%
5,000 - 24%
4,000 - 23%
3,000 - 22%
2,000 - 21%
1,000 - 20%

0 - T T T T T 19%
2016 2017 2018 2019E 2020E 2021E

HRevenue Gross margin

Bk 83: ZANMITLSEEFZEM2018FHI17.4%E F Z2021
F1920.1%
12 SRR KN D HEFIZE

50% -

[ ]
45%
40% -
o
35% [ J ° ° P
30% - o
25% S ® P
N <o

20% -
15% -
10% -

5% -

0% - T T T T T

2016 2017 2018 2019E 2020E 2021E

m Blended © Smart distribution Smart mid-voltage generation

A Smart meter AEV charging @ D/C transmission

+ Others/offsetting EMS processing and others

FRRR: NRRIE SEIEFHR

FRKR: ARHE, SEEFHE

B3 84: BATFiHF 48 SEBITREZE M2018E (93.5%E
FZE2019-215#96.4/7.9/8.6%
EBIT/EBITRAR/AR 4 2% AEWAN S S LA £ ES

1,200 - (Rmbmn) - 14%
1,000 [ 12%
F10%

800 |
t 8%

600 |
F 6%

400 |
b 4%
200 I %
0 ; ; ; ; 0%

2017 2018 2019E 2020E 2021E

mEBIT EBIT margin R&D exp as % of revenue

Bk 85: P EE ST RIEMRP MR EBIrF EBEE S
A E
FEEREMBIRF AT &0

18% 1
16% -
14% -
12% -
10% -
8% A
6%
4% 4

2% A

0% -

Switchgear Combination appliance Protection monitoring

=2016 2017 ®=2018 ®=2019 YTD

FEFRER: DRRE, SEIEFHR

Bk 86: M B SERSERIPIRZFBIFTHTZHIY K
EEREMESERFIREBFERNT G

60% -

2016 2017 2018 2019 YTD
=2016 m2017 =2018 =2019YTD
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10% - .
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BERIR: BERBM
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ERERTHEN
BB FFEBRNENT RO, HAITAREERENTZHEMMN A RT K~
%, BT THeEMBBEMEARTZ, HTAitAR2019-21F2FENARD
5.17/7.09/9.311Z7t. FEANHI12DNB BEME N ARM10.667T (ETF15.15(ZH92020F
HHAERZR, RALSEHEMRIMOEE) , BRE15%MW ETRE, FEBINERBESIZE
LFHHEITFR,

WAFE, A7F12016-18F BITHIARBINEART11ZT, HETEAENA.8/3.2/4.1%.
NEPERNERGS8I, IR ISR 155T, HPEFESMEZRRPEIA,

RAIFIT A T12019-21F )2 FEN ARMS5.17/7.09/9.314Z7T, FEHEEIEEN34%, ™
2013-18F F B SR N-23%,

HANH2019-205F #REFN R T B HATUNET/7% (RIBEE N BAHIRNBRBRIZAER
BIK) , MENM2021FEFNRAE TN E9% (FT8EE N EA TR NIB KRR XS

B’E) o

EANFITHFHBER2019-21 FWNFHHESILEN18%, TEZERBME (2018F WAL
Eb11%; WANFHESEIEN25%, 2016-18FWNFIE SIEIEN-24%) MERETEE
HWIR (2018 F WA L EE39%; WANFHESEIERN19%, 2016-18FWNEHE SILIE RN
-8%) ¥Ezh,

ERMNFUITERRE M2018FEM17.4% Y KE2019-21FE119.0%/19.9%/20.1%, BT U
NEMEAFI= RN ETFo BANTUITERMEMRBANTIEM2018FN11%AE
2021F 1916%.

ENFITHEESERARBM2018FM13.3%F E2019-21F/12.0/11.5/11.0%, F=mit
B HHEBITHEZEM2018FE/I3.5%FH £2019-21F H96.4%/7.9%/8.6%.

Bk 87: P S L RN KRN S #FEBES -
BRSNS REH L ES

307 (Rmb mn) | 1,200
251 1,000
2.0 800
1.5 600
1.0 1 400
0.5 200
0.0 + T T — — T T T T 0
Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19
XJ stock price multiple Net Income

BERER: 75, }RHE
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Bl 88: P SYFIHE

RRHEIIERINMREE

B3k 89: VF4KERSTh /& RIFIL 71 £ X B i%

HAMER AT AE
50 W Max:46.3x 6.0 l Max:5.3x
45 -~
40 4 5.0
%1 40
30 - y ¢.
25 Ave:22.8x 3.0 Ave2s
\Ve:Z.0X
o W \&M
2.0
5 whdn
i - % : ) J w
10 4
Min:11.5x 1.0
5 4 Min:0.9x
0 T T T T T T 0.0 + T T T T T T
Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19
Max PIE Average Min +1std -1std P/B Average Min Max -1std +1std

BERIER: 75, SEESFHR

20195 7H2H

BRRR: 75, SHEEFHR

LTI T XER

EMBOES TR TS EMHRITFABSNEERATE. BHENESTRTM
R MEB/AGFARENR, AUESBEAAEFFERT/STROANTN. BIMIARNER

T2 B 7 LEHESN S REZES)1-10.8%.

B 90: RN IR ES

5200 1 5o - 5,000
(Rmbrt) - 4,500
5,000 |
\ - 4,000
4,800 - \-\ ;3,500
4,600 N/ - 3,000
(VA - 2,500
4400 114 - 2,000
4,200 r 1,500
4,000 [ 1,000
' - 500
3,800 - ()
- - D - - . (- - G S o G~ S - . (R - - S S S
O O O O O O O O O O O O O O O O O O O o O
Y L - - S A R G S = S A Y
O O O O O v~ O O 0O O O «~O0O O O 0o o «~Oo o o
bbb DO RERERERERE L DD dddd oo o
R R R EEEEEEEEEEER
N N N A AN AN AN AN AN AN AN NN N NN NN NN
= Copper (LHS) Steel HRC (RHS)

BERIR: 718, wiE

B 91: ROVANEBRZREZ1-2ME 2 /A A ReHES) #FEE3)1-10.8%

ARERNERRRHMBNIE KA IR D 4

Revenue -10.8%
growth -10.3%
change -9.9%

-9.5%
-9.0%

-1.0%
-5.9%
-5.4%
-4.9%
-4.5%
-4.0%

Gross margin change

0.0%
-1.0%
-0.5%
0.0%
0.5%
1.0%

3.8%
4.4%
4.9%
5.5%
6.1%

8.7%
9.3%
9.9%
10.5%
11.1%

BRRR: SHEIESFHR

BB IR AER, FEAEEMNEED BN EARENER LS EH L N REHE

BIWANMBRN S THET .
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BRANTZSTARTIH. PEEEENEEFTNEAT N T ARNBEIRF LS
BIREXER, TRENEEFRAIT XIS AIEESBE D RFFIERFWRAM KL
o

EBMNBHRF T OIR T, WRTFHKBIREEBNBRPLERFDZOT, WK
MR NIB KRR ATREE IE T 17 XU

MmIAREEN/IR . WMREBWBIRZEFEN/MR, FHABITmBINTES T/RTMR
2, Mmsh2RES TAET RAATN,
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MR BRAOMIT A T2019-21FRANFHIESIBERN18%, FTEZHRMHE (BWAFY
S8R N25%) MEEREREBRR (IKNFEHESEEN19%) EZh. KiIMit, B&
FWRNEMEALF=RBIINETR, EFREM2018F117.4%F KE2019-21F 1
19.0%/19.9%/20.1%, FHAIFITHEEIE LR A EEM2018F 1913.3 %EZE2019-21F H
12.0/11.5/11.0%, EBITREZEM2018FH3.5% 5 KE2019-21F 196.4%/7.9%/8.6%.

BERBR: 2018FRATANGRERRN-11%, NERFARTI75{Z7T. BAIFIT, A
FUERBE, A E2019-21F F 51 FZRNE 7-12%/-10%/-10%

NeRER: BAMNMIT2019-21FE QN RABEBRBEARNTFIARMUZIT, REFIERIE
HEMNFRIBHETEE, BRANFTITAT2019-21F2ME RN ARM4L.0912/2.1212/3.121Z 7T

TREZE: 2017/18FEREE 7N3/24%, FAIFN1T2019-21F 2 BB R IF20% IR E R,
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Profit model (Rmb mn) 12/18 12/19E 12/20E 12/21E Balance sheet (Rmb mn) 12/18 12/19E 12/20E 12/21E

Total revenue 8,216.6 9,533.1 11,385.2 13,219.9 Cash & equivalents 974.8 1,383.8 1,697.2 1,914.2

Cost of goods sold (6,785.7) (7,722.5) (9,118.2) (10,567.4) Accounts receivable 8,831.8 9,924.9 11,697.1 13,582.0

SG&A (1,089.6) (1,144.0) (1,309.3) (1,454.2) Inventory 1,723.3 1,904.2 2,248.3 2,605.7

R&D - - - - Other current assets 715.0 715.0 715.0 715.0

Other operating profit/(expense) (51.4) (54.0) (56.7) (59.5) Total current assets 12,2448 13,927.8 16,257.5 18,816.9

EBITDA 465.9 828.3 1,124.6 1,370.4 Net PP&E 1,225.2 1,152.6 1,073.3 987.4

Depreciation & amortization (176.0) (215.7) (223.6) (231.6) Net intangibles 492.1 449.1 404.7 359.1

EBIT 289.9 612.6 901.0 1,138.8 Total investments 9.6 9.6 9.6 9.6

Interest income 5.8 4.9 6.9 8.0 Other long-term assets 605.2 605.2 605.2 605.2

Interest expense (46.6) (9-8) (22.3) (37.3) Total assets 14,576.9 16,144.3 18,350.3 20,778.1

Income/(loss) from uncons. subs. - - - - Accounts payable 5,589.6 6,389.6 7,544.3 8,743.4

Others 75.7 100.0 120.0 150.0 Short-term loans 96.2 296.2 596.2 896.2

Pretax profits 324.8 707.7 1,005.6 1,259.5 Other current liabilities 511.7 511.7 511.7 511.7

Income tax (51.1) (92.0) (150.8) (188.9) Total current liabilities 6,197.5 7,197.5 8,652.2 10,151.3

Minorities (74.0) (98.5) (145.3) (139.2) Long-term debt - - - -
Other long-term liabilities 26.4 26.4 26.4 26.4

Net income pre-preferred 199.7 517.2 709.5 931.4 Total long-term liabilities 26.4 26.4 26.4 26.4

Preferred dividends - - - - Total liabilities 6,223.9 7,223.9 8,678.7 10,177.8

Net income (pre-exceptionals) 199.7 517.2 709.5 931.4

Post tax exceptionals - - - - Preferred shares - - - -

Net income 199.7 517.2 709.5 931.4 Total common equity 7,755.1 8,223.9 8,829.9 9,619.4
Minority interest 598.0 696.5 841.8 981.0

EPS (basic, pre-except) (Rmb) 0.20 0.51 0.70 0.92  Total liabilities & equity 14,576.9 16,144.3 18,350.3 20,778.1

EPS (basic, post-except) (Rmb) 0.20 0.51 0.70 0.92

EPS (diluted, post-except) (Rmb) 0.20 0.51 0.70 0.92 BVPS (Rmb) 7.69 8.16 8.76 9.54

DPS (Rmb) 0.05 0.10 0.14 0.18

Dividend payout ratio (%) 242 20.0 20.0 20.0 Ratios 12/18 12/19E 12/20E 12/21E

Free cash flow yield (%) 35 26 0.2 1.5 CROCI (%) 7.0 9.9 1.7 12.8
ROE (%) 26 6.5 8.3 10.1

Growth & margins (%) 12/18 12/19E 12/20E 12/21E ROA (%) 1.3 3.4 4.1 4.8

Sales growth (20.5) 16.0 19.4 16.1 Inventory days 93.4 85.7 83.1 83.8

EBITDA growth (58.7) 77.8 35.8 21.9 Receivables days 406.0 359.1 346.6 349.0

EBIT growth (70.7) 1113 471 26.4 Payable days 306.1 283.1 278.9 281.3

Net income growth (67.5) 159.0 37.2 31.3 Net debt/equity (%) (10.5) (12.2) (10.3) (9.6)

EPS growth (67.5) 159.0 37.2 31.3 Interest cover - EBIT (X) 71 124.1 58.5 38.8

Gross margin 17.4 19.0 19.9 20.1

EBITDA margin 517 8.7 9.9 10.4 Valuation 12/18 12/19E 12/20E 12/21E

EBIT margin 3.5 6.4 7.9 8.6 P/E basic (X) 48.6 18.1 13.2 10.0
P/B (X) 1.3 1.1 1.1 1.0

Cash flow stats 1t (Rmb mn) 12/18 12/19E 12/20E 12/21E EV/EBITDA (X) 20.2 10.8 8.2 6.8

Net income pre-preferred dividends 199.7 517.2 709.5 931.4 EVI/GCI (X) 1.2 1.0 0.9 0.8

D&A add-back 176.0 215.7 223.6 231.6 Dividend yield (%) 0.5 1.1 1.5 2.0

Minorities interests add-back 74.0 98.5 145.3 139.2

Net (inc)/dec working capital (44.0) (474.0) (961.6) (1,043.2)

Other operating cash flow 57.5 - - -

Cash flow from operations 463.2 357.4 116.8 258.9

Capital expenditures (101.0) (100.0) (100.0) (100.0)

Acquisitions - - - -

Divestitures - - - -

Others - - - -

Cash flow from investments (101.0) (100.0) (100.0) (100.0)

Dividends paid (common & pref) (78.1) (48.4) (103.4) (141.9)

Inc/(dec) in debt 96.2 200.0 300.0 300.0

Common stock issuance (repurchase) (0.2) - - -

Other financing cash flows (690.7) - - -

Cash flow from financing (672.7) 151.6 196.6 158.1

Total cash flow (366.9) 409.0 2134 317.0

Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.

BRRR: DRHE SEIESMR
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2017 2018 2019E 2020E 2021E
Smart distribution
Revenue 3,739 3,185 3,503 4,204 4,960
YoY -2% -15% 10% 20% 18%
Gross Margin 21% 22% 24% 24% 24%
Smart mid-voltage generation
Revenue 1,559 1,796 1,975 2,173 2,390
YoY -10% 15% 10% 10% 10%
Gross Margin 7% 9% 9% 9% 9%
Smart meter
Revenue 1,215 1,097 1,151 1,209 1,269
YoY 0% -10% 5% 5% 5%
Gross Margin 15% 13% 14% 14% 14%
EV charging
Revenue 695 967 1,306 1,724 2,241
YoY -23% 39% 35% 32% 30%
Gross Margin 12% 15% 16% 17% 17%
D/C transmission
Revenue 2,748 916 1,328 1,793 2,062
YoY 73% -67% 45% 35% 15%
Gross Margin 35% 30% 33% 34% 34%
EMS processing services and others
Revenue 374 256 269 282 296
YoY 2% -32% 5% 5% 5%
Gross Margin 5% 3% 5% 5% 5%
Blended Gross Magin 21% 17% 19% 20% 20%
SG&A Ratio 10% 13% 12% 12% 11%
EBIT Margin 10% 4% 6% 8% 9%

BERE: SHELSFHR
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20195 7H2H

(FEATLAXAERNEZBRTRE) EEE AR BIEABR, HAEEN
ERCEAQNRSTIEBOMNAWTD . 120 RB\EHAWHRERRS(30%-50%), 27 &

R A WEBER N FE(15%-30%), 370 FRABPAHAMHIBRRIR(0%-15%). BEDH 152
MELmE, RIOREARPE —IREEHAWERANBRMN. BIVANSTHH BT
ZTRRE, FRAREBRMENITEPITAX—EE, MAERRP BRLLSIILEI0EL
BWivo

AENMIABEFRTILHAMERT, BINANE-RIEAZAELHREZENER, HH
WARRIANFEUATERARBRER:

-HTERZEER, ZIEHBREISME LB FFENEE,
-PRAS BT SRR U Ko 3 1T %I PR B2 B E4E BT/ DA BELAD B9 R B XU

“EEEVY, INRZOEZE (WRANKREER. EEFWE) , LEEBRESH
W

-BEMEEFEMRESENESL (W) REERRAEMMAREEATRNEESES
R,

TR E L, BEERSYT K, WANEKREFEELHRE, FEBAREY K.

HWFD R3S BINETFTYHEZRINNEEER., FoBESMFEEITATEER NG
EHW B IR

FIENKE (37) | £TERATANAKREHEEG DL, BITANBRNEMFESES
B, FeaSMFEEKTATEER N EEHT B IR,

HENR (27) @ FEENREHZZRERENPE, FRNHENDUMRRSE
£, BAVARNEERRTN T ZAT LR AT WG AT R SIS BRSE, B EE T
BDR25

EEEMY (37) : BIED, ERmh. FeRSMTHESEERAEL, EEER
ARV EREEBI A S . Lhoh, XILRA B EREBARMKFASIE RS E EBHEBIE,

REEMER (37) @ EMREBHBELZASEZERBATEN, BBERTTZ, £THE
EREBUERFHRSINORR, BMNERRER. FeRSMFABINHBWITIRIE,
37

TUHEIN (27) @ BAVARZTULRESEERE. BENRRES, BHitS TFHAWTFD
ARE (27) -
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hEB MR &R H R EESR

Regulation on

Company Ticker MESRanK ownership
Grid equipment

NARI Tech 600406.SS 3 3
Henan Pinggao 600312.SS 3 3

XJ Electric 000400.SZ 3 3

Regulatory risks

Management
Stance

Strategic
Assets

Industry
Attractiveness

BRRR: BEIEHMER

20195 7H2H
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A% 95: BB M

600406.SS 12m Price Target: Rmb25.31 Price: Rmb18.87 Upside: 34.1%
Buy GS Forecast

12/18 12119E 12/20E 12/21E
Market cap: Rmb87.2bn / $12.7bn  Revenue (Rmb mn) 28,540.4 32,250.5 39,183.9 49,060.2
Enterprise value: Rmb81.7bn / $11.9bn  EBITDA (Rmb mn) 4,807.2 6,009.5 7,560.3 9,862.6
3m ADTV :Rmb360.7mn/ $53.1mn EPS (Rmb) 0.93 1.03 1.27 1.63
China P/E (X) 18.2 18.4 14.9 11.6
China Clean Energy P/B (X) 27 2.8 25 22
Dividend yield (%) 22 22 2.7 3.5
M&A Rank: 3 N debt/EBITDA (ex lease,X) (1.3) (1.2) (1.2) (1.1)
Leases incl. in net debt & EV?: No  CROCI (%) 29.0 25.2 27.0 29.4
FCF yield (%) 1.9 3.3 3.7 4.5
3/19 6/19E 9/19E 12/19E
EPS (Rmb) 0.02 0.32 0.31 0.38

BRRR: N EHIE, FactSet, BHAESFHRTN

A& 96 Fe8E=x

600312.SS 12m Price Target: Rmb10.66 Price: Rmb7.82 Upside: 36.3%
Buy GS Forecast

12/18 12/19E 12/20E 12/21E
Market cap: Rmb10.6bn / $1.5bn  Revenue (Rmb mn) 10,816.3 12,427.7 14,392.7 16,600.8
Enterprise value: Rmb11.1bn / $1.6bn  EBITDA (Rmb mn) 979.1 1,458.7 1,868.2 2,252.1
3m ADTV :Rmb103.7mn/ $15.3mn EPS (Rmb) 0.21 0.44 0.67 0.86
China P/E (X) 34.9 17.9 1.7 9.1
China Clean Energy P/B (X) 1.1 1.1 1.0 1.0
Dividend yield (%) 0.9 1.7 26 3.3
M&A Rank: 3 N debt/EBITDA (ex lease,X) 1.1 0.2 0.2) (0.3)
Leases incl. in net debt & EV?: No  CROCI (%) 8.3 10.3 125 13.8
FCF yield (%) 6.4 9.0 7.6 4.2
3/19 6/19E 9/19E 12/19E
EPS (Rmb) 0.02 (0.15) 0.20 0.37

BRRIR: D RIEIE, FactSet, BEAESFHRTN
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B o7: IFkeES

000400.SZ 12m Price Target: Rmb10.66 Price: Rmb9.26 Upside: 15.1%
Neutral GS Forecast
12/18 12119E 12/20E 12/21E
Market cap: Rmb9.3bn / $1.4bn Revenue (Rmb mn) 8,216.6 9,533.1 11,385.2 13,219.9
Enterprise value: Rmb8.9bn / $1.3bn  EBITDA (Rmb mn) 465.9 828.3 1,124.6 1,370.4
3m ADTV :Rmb101.1mn/ $14.9mn EPS (Rmb) 0.20 0.51 0.70 0.92
China P/E (X) 48.6 18.1 13.2 10.0
China Clean Energy P/B (X) 1.3 1.1 1.1 1.0
Dividend yield (%) 0.5 1.1 1.5 2.0
M&A Rank: 3 N debt/EBITDA (ex lease,X) (1.9) (1.3) (0.9) (0.7)
Leases incl. in net debt & EV?: No CROCI (%) 7.0 9.9 1.7 12.8
FCF yield (%) 3.5 26 0.2 1.5
12/18 3M19E 6/19E 9/19E
EPS (Rmb) 0.04 0.03 0.27 0.06
BRRR: RN RBIE, FactSet, &AL R TN
Hipz 2R %=
LA SR NV
IIREFERNEE2019F7818, BRIESHUH.
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= EIRFEM=

FH B

A, Zl, FUEE, FFEARRNAEINREBRRT AAN BERRAHHIESFHMIAEE. I, FAFEHEARLITES, 75, wET2
SRBEFHAGEEENIIQEERRERX.

RABE
BREREDIBSE - ARENEBERSETULMTZE EBRITMZRVR AR R, MERNONEZEFEEER. Bk, GESHAKD . B
K. BERMGEEGHBRZAHMTEFAUENL, UBEZRTBXMRTLARCHNE D LHE.

BUUEIRMEBITEL A REEVSEE. TULNMELXNTEMmMEREL, BIRERENT

BERET-EMUSHIEEMNNSELER, EREAEF. EBITDA MIUAE, EIREEAEREBRIEF—EFNAME, WCROCI, FiizfHEA
ERFMEETEIRE, GHESHRE-FTHGELZREEUE, UHBR, REWHE, EV/IFCF. EV/EBITDA. EV/DACF., M /8%, FoIERE
12D AR R R ITEH LR EFE,

HMITF D

ERIMNEHRBZCEP, RIVEAHBERERSTRE, FaEREMMEERE (RTLABXTELBERTE) UITARLE AR RBIERI T8N,
REHEANZRMEBH A RFTHIETSD, EP19RRABR I HF IR ERRS(30%-50%), 20 KEBERNFE(15%-30%), 32 RERPRRIK
(0%-15%)0 X TIFAN1H2MRF), HAVRBIHARIS — A0S A MR REIERNNBRNEZ T, FWIFDASWANNBLFKR, B FHIE
BN BERNESR, DFBERRIRE DA UF AN EHA T T8,

Quantum
QuantumZ 2 EAMSREREF L. TUNLZNSREEHEE, CTURTNE—ATWREASAN, SEFBTLMTHO LT ZE#TET

o

GS SUSTAIN

GS SUSTAINZ — Il & @3 L A ST UL s dboll i SRELK BB U AR MY S BRI A B . GS SUSTAIN 50502 % £ 5 7 RATIN N E B HER R
B3R, BEEAFEEHNRESRBNNESC (FFE, 2MblRE) RENEREEMAEERKBRENT2RELRIHBHTLAF R, RiEd
W EFBREFNRWEX=SERANVES EU DL H.

HXHRERFTEE

Z#: China Power Equipment. China Solar Energy. China Wind Energy,

China Power Equipment: Henan Pinggao Electric Co. Nari Tech Co.. XJ Electric Co..

China Solar Energy: LONGi Green Energy Technology Co.. Sungrow Power Supply Co.. Tongwei. Xinyi Solar Holdings. Zhejiang Chint.
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