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Investment Highlights

(We had made three visits to the company headquarters and main factory since
Aug 1, 2019. Our analysts had discussed and interviewed with the Shanghai
Shuixing’s board secretary, managing director (CEQO) and securities affairs
representative.)

Year-on-year growth of Shuixing's revenue continues to lead in the
industry

For financial year 2019, Shuixing's performance grew steadily, reaching a
total revenue of over RMB 3 bin, up 10.41% YoY. Its growth rate surpassed
other leading companies in the home textile industry that includes Luolai
Lifestyle Technology (002293) and Fuanna Bedding and Furnishing (002327).
In addition, its earnings per share (EPS) reached RMB 1.19, also above the
industry's average. The company's performance in Q1 2020 declined was
due to the coronavirus COVID-19 outbreak, revenue down 19.95%. However,
the downfall was smaller than its competitors, and it still maintained a high
EPS of RMB 0.15 in that quarter. With the gradual recovery in China, the
pressure on the company's offline retails will see some reliefs. Acceleration
of e-commerce is expected to further improve the company's operating
efficiency and economy of scale’s benefits.

E-commerce grew rapidly, benefiting from higher concentration of
bedding brands

E-commerce business recorded a revenue of RMB 1.22 bin in 2019, with a
YoY growth of 19.2%, accounting 41% of its total revenue. While maintaining
the advantages of the traditional mainstream e-commerce platform, the
company aggressively enters the new e-commerce social platforms such as
Pinduoduo and Yunjiglobal.com. Cost-effectiveness of its BAILISI brand is
highlighted online, embracing the trend towards selling into lower-tier cities.
Pandemic outbreak in Q1 2020 has pivoted the company's selling platform to
new online retail model, boosted by cloud store and live broadcast marketing.

EPS outperformed peers, maintain a high dividend in the whole year
2019

Shuixing announced dividend pay-out in the semi-annual and annual report
last year, RMB 10 per 10 shares offering a dividend yield of about 7%. Cash
dividend paid out totaled more than RMB 250 min: semi-annual reported
RMB 52.97 min and its annual dividend reported RMB 210 min, all these
account for as high as 83.22% of the company's net profit attributable to
shareholders.

Refitted production lines to produce protective clothing during
pandemic scored for corporate social responsibility

Feb 4, Shuixing was entrusted by Shanghai municipal government to switch
10 bedding and clothing production lines to produce protective clothing. The
modification was completed within 4 days, with a daily production capacity
of 2,000 sets. In order to achieve the health and safety standards, the
company implement a comprehensive disinfection in the production premise.
Shuixing's contribution to the pandemic prevention and control scored well
for its corporate social responsibility.
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El Profitability & Growth

Indicator (RMB) i 2019FY | 2019 Change YoY | 2020 Q1 | Q1 Change YoY

Total Revenue 30.02 10.41% 4.81 -19.95%
OperaingExpense 872 oo s 52
Sales Expendiure toSales (%) 1943% nsows 228 sk
GrossProftMargn (00) | aTsB% foame e ot
NetProftAtibuiable oMain  g15 e a1 4538
EPS 1.19 11.21% 0.15 -46.43%

Source: Shanghai Stock Exchange, China Knowledge, Annual Report, Company Announcements

During 2019, Shuixing's performance grew steadily, churning
a total revenue of RMB 3 bin, up 10.41% YoY. Its net profit “o%
attributable to shareholders realized RMB 316 min, up 10.69% o
YoY. In Q1 2020, the pandemic outbreak drove down the
company's retail sales. As a result, the company achieved
revenue of RMB 481 min, down 19.95% YoY. Accordingly the 201901
net profit dropped to RMB 41.27 min, down 45.38% YoY.

mmmmm Gross Margin =@ Revenue YoY === Net Profit YoY

2020Q1

Revenue growth in Q4 2019 declined 7.42% YoY with revenue 0%
of RMB 984 min. The net profit in that quarter attributable to 50%
shareholders was RMB 101 mIn, down 3.32% YoY. This is
mainly due to the company's initiative to postpone the delivery
date of products for 2020 spring and summer after the Lunar
Year Festival (usually in December). On top of these, its

Source: China Knowledge
Note: Net profit is attributable to main shareholders.

advertising expenses has also increased in the quarter.

The company's revenue mainly derives from its retail outlets, accounting for 59%, as well as rapidly growing online
business (accounting for 41%). Online sales stayed on growth trajectory during 2019, rising 19.16% to RMB 1.22 bin.
Except for steady growth of traditional e-commerce platforms, the company has also entered into online sales agreement
with emerging social commerce platforms, Pinduoduo, Yunjiglobal.com and Beidian.com. Such rapid development of
ecommerce has enabled Shuixing’s tantacles reached out across the country, especially in lower-tier cities. In this context,
the company has strengthened the sales of its cost-effective brand BAILISI through online platforms. This brand's sales
has surged 98.53% YoY, accounting for about 10% of the company's entire online revenue. During the shopping spree on
Jun 18 and Nov 11 last year, Shuixing has ranked No.1 in term of online sales - beating its rivals Luolai and Fuanna for five
consecutive years on Tmall.

Meanwhile, due to the stellar sales growth of BAILISI products with lower gross profit margin, and rising price of raw
materials, the overall online gross profit margin in 2019 dropped by 2.05% to 40.41%.
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Since pandemic outbreak in Q1 2020, the company's online sales stayed resilience to the depressed market offsetting its
sluggish retail business. In addition, it has accelerated the expansion of new online retail business through cloud stores
and live broadcasting marketing. This has achieved positive results, raising up the overall gross profit margin by 0.11%.

Retail business maintained growth steadily in 2019, rising 5.19% YoY to RMB 1.78 bin. Since 2015, Shuixing has
developed one or two "star items" at higher price value every year, and there are now five of such hot selling items,
contributing 20% of its revenue. With its ability to exercise competitive pricing in its large network of retail outlets, the
offline business gross margin has stayed relatively stronger than its peers.

During the Q1 pandemic, its retail outlets suffered sales decline due to the closure of stores and the suspension of
logistics. As the coronavirus COVID-19 spread eases in China, we expect the company's retail sales to return gradually.
In addition, the integration of online and offline businesses will further improve the company's operating efficiency and
economy of scale’s benefits.

LI Series

20156 2016.10 20183 20193 2019.6
LATEX X Shuixing

To sum up, an "A" is allocated for its profitability in coming quarters in 2020.
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B} Use of Capital

Shuixing's inventory turnover increased slightly in 2019, nearly 2.32 times. Notably, its peers
Luolai and Fuanna slowed down in inventory turnover year on year. Although this metric,
like all companies, for Shuixing declined in Q1 2020, it is expected to improve after the
pandemic crisis eased.

The turnover of accounts receivable decreased from 18.33 to 16.63 times, resulting from
the rapid growth of online sales with enlarged collaboration with online retail giants JD.com,

Vipshop and other major platforms.

Indicators : 2019 FY : 2020 Q1 : Peers’ Avg
Liabilities to Assets Ratio 19.23% 13.90% 25.73%
Current Ratio 4.09 5.60 2.77
Quick Ratio 2.33 2.96 1.72
ROE 14.1% 1.80% 1.81%

Source: China Knowledge, Corporate Annual/Quarterly Report
Note: The Peers' Avg is based on the data from the comparable companies, namely, Luolai Lifestyle (002293), Funanna (002327),
Mendale (002397)

Shuixing has managed debt asset ratio lower than its peers from 2019 to 2020 Q1, down
to 13.9%. At the same time, the company's current ratio and quick ratio are also higher
than the peers. As company's current operation is affected by the pandemic, superior asset
liquidity is conducive to the later capital demand and business sustainability.

Accordingly, we rate Shuixing an "A" in terms of capital utilization.
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Valuation

Summary (RMB) 2019 FY 2020 Q1 2020 E
Total Revenue 3,002 min 481 min 3,074 min 3,433 min 3,774 min
Net Profit 316 min 41 min 307 min 360 min 392 min
EPS 1.19 0.15 1.15 1.35 1.47
PE 11.32 22.25 11.61 9.89 9.08

Source: China Knowledge, Company Report
Note: The closing dates of PE are the last days of Q4 2019 and Q1 2020

Due to the impact of the COVID-19, the whole industry is facing a sales slump. In the Q1, the sales of retail
stores are greatly affected. However, with the improvement in containing the coronavirus, the sales from its
physical stores will gradually recover.

Because Shuixing’s Q1 revenues decreased by 19.95% YoY, its net profit down was also down RMB 34.29
min compared with the same period last year. At the same time, the company’s net profit growth slowed
down for three consecutive years (from 30.17% YoY in 2017 to 10.69% YoY in 2019), so we anticipate that
the company in 2020-2022 should achieve revenue of RMB 3.07 bin, RMB 3.43 bln and RMB 3.77 bin, the
corresponding basic earnings per share (EPS) of RMB 1.15, RMB 1.35 and RMB 1.47 respectively.

2019FY
Company Name | Stock Code (?{"“'jltBC;ﬁ) PE (TTM) EPS (RMB) | Revenue YoY Gros?o/':’)'argi”
Shuixing 603365 4.09 12.95 1.19 10.41% 37.58%
Luolai 002293 7.55 13.80 0.66 0.98% 43.86%
Fuanna 002327 5.90 11.64 0.61 -4.44% 52.00%
Mendale 002397 3.74 43.85 0.11 12.80% 41.12%

Source: China Knowledge, Group Annual Report
Note: The closing date of Market Capitalization and TTM is 31 Dec, 2019. Other indicators are based on the annual report of listing companies.

2020Q1

Company Name | Stock Code (gh'jltBC;f‘) PE (TTM) EPS (RMB) | Revenue YoY Gros?(y':’)'argi”
Shuixing 603365 3.60 12.78 0.15 -19.95% 37.47%
Luolai 002293 7.52 15.90 0.08 -21.94% 43.11%
Fuanna 002327 6.15 12.24 0.09 2.02% 53.96%
Mendale 002397 3.29 55.99 0.04 -34.63% 40.42%

Source: China Knowledge, Group Quarterly Report
Note: The closing date of Market Capitalization and TTM is 30 Apr, 2020. Other indicators are based on the Q1 report of listing companies.

In addition, Shuixing’s P/E came down from 12.95 times in 2019 to the current 12.78 times, lower than the
industry average. On the other hand, the outbreak of COVID-19 has affected the whole industry sales and
performance, the decline in Shuixing’s revenue was smaller than other companies in the same industry, so
we believe the company is currently undervalued.

To sum up, in terms of valuation, Shuixing home textile is rated "A".

Disclaimer & Disclosures: This report must be read with the disclosures and the analyst certifications in the Disclosure Appendix, and with the disclaimers,
which forms part of it.
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I3 Stock Liquidity

30 Mar - 30 Apr

Stock Code
Shuixing Home Textile 603365
Luolai Lifestyle 002293
Fuanna Bedding & Furnishing 002327
Mendale 002397

Amihud lliquidity Measure (107°)
0.26

0.20
0.15
0.11

Source: China Knowledge

According to the Amihud liquidity measurement which is a widely used liquidity proxy in
finance literature that uses the absolute value of the daily volume-to-return ratio to capture
price impact. The larger the number, the more liquid the stock is.

Accordingly, Shuixing’s liquidity proxy is 0.26, higher than the industry average, but still lower
than that of other industries. The improvement of its liquidity is still of necessity. Therefore,

we rate a "B".
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B Institutional Holdings

Holding Shares ('000)

Holders’ Name j : :
1 2019Q4 | 2020Q1 : Change

Shanghai Zanjiu Mgt Consulting Co., Ltd. 3,700 3,700 -
gwg(;r;a Home Textile Securities Account for Shares 21385 3,692.1 72 65%
Endowment Insurance Fund 904 944.5 - -
CPIC De-sheng Small Cap Selective Fund 608.3 787.7 29.49%
E Fund YiBai Intelligent Quantitative Stg Mix A 194.1 - -
Galaxy Quantify Preferred Hybrid Fund 129.7 - -

E Fund CSI 300 Quantitative Enhanced Index Fund 117.3 - -
CIFM Core Growth Equity Fund 80.0 - -
CICC Quantitative Multi Strategy Mixed Fund 741 - -
Essence Made In China 2025 Shanghai&Hong Kong Mix 50.0 - -
Galaxy HeMei Life Theme Fund 36.3 - -
CPIC Value Preferred Equity Fund 35.0 - -
Zheshang Security CSI Transforming Growth Index Fd 25.1 - -
ZhongRong Quantitative Small Cap Equity Fund A 235 47.3 101.28%
CICC Absolute return Hybrid Fund 19.0 - -
GF CSI Consumer Index Exchange Traded Fund 12.6 - -
Hwabao WP S&P China A Share Div Opp Fd (LOF) A - 844.6 New
Thamco-ICBC Tonghui Asset Management 2 - 778.0 New

Source: China Knowledge, Company Annual/Quarterly Report

In Q4 2019, Shuixing's institutional holdings included China’s pension funds, but the
remaining funds/institutional investors held fewer shares. In the Q1 of 2020, three
funds/asset management product bought Shuixing’s shares, with a relatively large
positions, and we believe the attractiveness of Shuixing Home Textile to the fund
companies is gradually increasing.

Therefore, in terms of institutional shareholding, Shuixing is rated "B".
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Disclosure Appendix

The analysts identified in this report each certify, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this report accurately reflect his or her personal
views about all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this
report. References in this report to China Knowledge include all of the subsidiaries and affiliates of China Knowledge. This report may contain material that is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation or which would subject China Knowledge Online Pte Ltd or its affiliates ("China Knowledge") to any registration or licensing requirement within such jurisdiction. All material presented in this
report, unless specifically indicated otherwise, is under copyright to China Knowledge. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or
distributed to any other party, without the prior express written permission of China Knowledge. All trademarks, service marks and logos used in this report are trademarks or service marks or registered
trademarks or service marks of China Knowledge or its affiliates. The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or
considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. China Knowledge may not have taken any steps to ensure that the securities
referred to in this report are suitable for any particular investor. China Knowledge will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and services
contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment
services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or
otherwise constitutes a personal recommendation to you. China Knowledge does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please
note in particular that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by China Knowledge to be
reliable, but China Knowledge makes no representation as to their accuracy or completeness. China Knowledge accepts no liability for loss arising from the use of the material presented in this report,
except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations applicable to China Knowledge. This report is not to be relied upon in
substitution for the exercise of independent judgment. China Knowledge may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions
from, the information presented in this report. Those communications reflect the different assumptions, views and analytical methods of the analysts who prepared them and China Knowledge is under no
obligation to ensure that such other communications are brought to the attention of any recipient of this report. Some investments referred to in this report will be offered solely by a single entity and in the
case of some investments solely by China Knowledge, or an associate of China Knowledge or China Knowledge may be the only market maker in such investments. Past performance should not be
taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in
this report reflect a judgment at its original date of publication by China Knowledge and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price
or income of such securities or financial instruments. Investors in securities such as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are
complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks involved. The market value
of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market
conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the
product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility
investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some
investments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields from
investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult
to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the
addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of China Knowledge, China Knowledge has not reviewed any such site and takes no
responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to China Knowledge's own website material) is provided solely for your convenience and
information and the content of any such website does not in any way form part of this document. Accessing such website or following such link through this report China Knowledge's website shall be at
your own risk. The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution,
publication, availability or use would be contrary to the applicable law or regulation or which would subject China Knowledge to any registration or licensing or other requirement, or penalty for
contravention of such requirements within such jurisdiction. This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or
particular needs of any particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a professional
and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products. If this report is being distributed by a financial institution other than China Knowledge Online Pte Ltd, or its
affiliates, that financial institution is solely responsible for distribution. Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or require
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and their respective officers, directors and employees accept any liability whatsoever for any direct or consequential loss arising from their use of this report or its content. China Knowledge, or persons
associated with or connected to China Knowledge, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may provide an array of financial services
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activities. China Knowledge, or persons associated with or connected to China Knowledge, including but not limited to its officers, directors, employees or persons involved in the issuance of this report,
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