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Expect Merger to Complete Sometime in 2022
T & I TE20224F 58 1l

o Shanghai Jin Jiang Capital (the "Company") and its parent company

E entered into a merger agreement whereby the parent company will buy Rating: Neutral
& the Company’s H shares for HK$3.10 per share. If the deal goes through,

- the Company would delist from the Hong Kong Stock Exchange and the T Hh

g Company’s H Shares would be cancelled.

Q

8 We believe that the biggest potential hurdle is the possibility that over 6-18m TP Hiil HK$2.90

10% of Independent H shareholders votes against the merger. We
expect that the merger will most likely be approved by the relevant
government authorities. The merger must also be approved by special Share price [z HK$2.890
resolution with 75% of voting Independent H shareholders in favor and not
more than 10% voting against it. Given the significant premium of the merger
price, we expect that the merger will most likely pass this hurdle. The merger Stock performance

is expected to close some time in 2022. i F
o We increase the Company's target price from HK$2.40 to HK$2.90 and 140 1% change
downgrade our investment rating from "Buy" to "Neutral". The 120 +
e Company’s share price has increased 72.0% since our last Company Report 100 T
ik 8_ published on 9 September, and we think now is a good time to take profits. 80 T
P & Since there is risk that the merger does not finalize, our target price is a 6.9% 60 +
w S discount to the merger price of HK$3.10. Should the merger not go through, 0 T
& we would expect the share price to decline, but that it would be limited. With 20 +
7 % most (80.4% in 2019, 87.1% in 2020 and 89.0% in 1H2021) of its revenue 0 f
o being generated within mainland China, we think that the Company is well e t
- ? positioned to take advantage of China's ongoing travel recovery. @) T
i ] B (60) —
° FERITHRA (“AF7 ) SHEATSTAFML EBATERUEHK 3.10 Hnmf Dec-20 Feb-21 Apr-21 Jun-21 Aug-21 Oct-21 Dec-21
o o O ) R HSI Index Shanahai Jin Jiana Canpital
HBIBA RN H BB o A5, A RN EIESE 5 AR 7, e H R4 T DALY .
° BRAITARE BRI ERBE T 10%MM7 H BERRERERS IR fetE. A1
< IR E IR0 R B BURICBOR I 0 AE . 4 JFIE A3 %0 75%0HMor H g Change in Share Price o sy v
H 5 W R I 3 FLR B 10969 A% B SR O B e B ROB R 7 T e S Ty ) SN L
# T A 3, RATHUHAIF DK KM UL k. AR BIHR T- 2022 4E58 K BN 633 818 1240
(i} § o RAEATBFHE 240 T LEE 2.00 5T, IMWBEFLE “EN” FHEE “H . 69.0 86.0 1314
o BE7 L ETRATO A O HIA E—fy AR, ARBNT L 72.0% RIWIIE  pg Snare price(hics) . o 6
a0 SESRFIRIAFI L o 2 T& I Toid se i U, AT H AR 3.10 T & IF s & THHY (B0 ' ' i
g % 6.9%FTE . IR, RATBUA AT Tk, (A FBEERAIR. dFARNkE  Soures Bloombera Guonan inematonal
S SR E R E P (2019 4F diH 80.4%, 2020 4E(EHL 87.1%, 2021 4E FR4E S
O 89.0%) , FATN A A ORGSR, A LITE D BRI TIA MR85 .
— Year End Turnover Net Profit ERS ERS PER BPS PBR DPS Yield ROE
% GRE [/ON & REE (53l RS FIAES WEx GRS EpEid RIS, JREHE BT
S 12/31 (RMB m) (RMB m) (RMB) (& %) ) (RMB) ) (RMB) (%) (%)
#m g 2019A 20,977 676 0.121 (11.7) 21.4 1.650 1.6 0.000 0.0 5.3
T % 2020A 14,201 298 0.054 (55.4) 45.1 1.706 1.4 0.000 0.0 3.2
% E 2021F 18,687 114 0.020 (63.0) 118.5 1.793 1.3 0.000 0.0 1.2
* g 2022F 20,570 441 0.079 295.0 30.0 1.871 1.3 0.000 0.0 4.3
§) 2023F 21,914 568 0.102 29.1 23.2 2.020 1.2 0.000 0.0 5.2
:g Shares in issue (m) &AL (m) 8,511.0 Major shareholder K% %< Jin Jiang International 75.0%
= Market cap. (HK$ m) if (HK$ m) Free float (%) H it b % (%) 25.0
3 month average vol. 3 4~ H 1 #5 {22 11 £ ('000) 3,372.1 FY21 Net gearing (%) FY21 i it/ 4 % 4 (%) 42.4
52 Weeks high/low (HK$) 52 & =/ (HKS$) 2.930/1.160 FY21 Est. NAV (HK$) FY21 B GEIT) 3.4

Source: the Company, Guotai Junan International.
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Shanghai Jin Jiang Capital (the "Company") and its parent company entered into a merger agreement whereby the
parent company will buy the Company’s H shares for HK$3.10 per share. On 24 November 2021, the Company and its
parent company, Jin Jiang International Holding Company Limited (the "Offeror"), a company incorporated in the PRC and the
controlling shareholder interested in 75% of the issued share capital of the Company, entered into a merger agreement. If the
deal goes through, the Offeror would pay HK$3.10 per H share to the H shareholders in cash and the Company would delist
from the Hong Kong Stock Exchange and the Company’s H shares would be cancelled.

We expect that the merger will most likely be approved by the relevant government authorities. The merger is subject to
the satisfaction of a precondition, namely, that the merger is approved by all relevant government authorities (the National
Development and Reform Commission of the PRC, Ministry of Commerce of the PRC, State Administration of Foreign
Exchange of the PRC, State-owned Assets Supervision and Administration Commission of the State Council, and such other
applicable governmental approvals). If the precondition is not satisfied by 23 November 2022 ("long-stop date"), the merger
agreement will automatically be terminated. The Offeror is owned 71% by Shanghai Municipal State-owned Assets Supervision
and Administration Commission (Shanghai SASAC), 19% by Shanghai Land (Group) Co., Ltd. which is wholly-owned by
Shanghai SASAC and 10% by Shanghai Municipal Finance Bureau. Given the close government connections, we expect that
the merger will be approved by all relevant government authorities and that risk of non-approval is minimal.

The merger must also be approved by special resolution with 75% of voting independent H shareholders in favor and not more
than 10% voting against it. After the precondition is satisfied, the merger must first pass special resolution by a majority of not
less than two-thirds of votes cast at an extraordinary general meeting to approve the merger. We expect that this condition will
be met since the Offeror has 75% interest in the Company. Secondly, an H shareholders’ meeting would be convened and at
least 75% of voting independent H shareholders (voting H shareholders other than the Offeror) would need to vote in favor of
the merger. Moreover, the merger would not be approved if more than 10% of the independent H shareholders vote against it. If
these conditions are not satisfied by 23 November 2022, the merger agreement will be terminated. We believe that the biggest
potential hurdle is the possibility that over 10% of independent H shareholders votes against the merger. However,
given the significant premium of the merger price, we expect that the merger will most likely pass this hurdle.

The merger price of HK$3.10 per H share is a premium of 86.8% over the average closing price of HK$1.66 per for the
90 trading days prior to and including 16 November 2021, the last full trading day prior to the H shares trading halt. It is
also a premium of 63.2%, 77.1% and 85.6%% over the average closing prices 5, 30, and 60 trading days prior to and including
16 November 2021.

The merger is expected to close some time in 2022. The merger has until 23 November 2022 to close, otherwise the merger
agreement would be terminated. Regarding the timing, it is difficult to predict how long it might take the relevant governmental
authorities to consider and approve the merger. Upon satisfaction of the precondition and all the conditions, the Company would
apply to the Hong Kong stock exchange for voluntary withdrawal of its H shares from the Hong Kong stock exchange. The
Company would also issue separate announcements notifying H shareholders of the proposed withdrawal of listing and the
exact dates the last day for dealing in H shares as well as when the formal delisting of the H shares would become effective.
The listing of the H shares on the Hong Kong stock exchange will not be withdrawn if the merger is not approved or lapses or
does not become unconditional for any reason.

We increase the Company's target price from HK$2.40 to HK$2.90 and downgrade our investment rating from "Buy" to
"Neutral". The Company’s share price has increased 72.0% since our last Company Report published on 9 September, and we
think now is a good time to take profits. Since there is risk that the Merger will not finalize, our target price is a 6.9% discount to
the merger price of HK$3.10. Should the Merger not go through, we would expect the share price to decline, but that it would be
limited. With most (80.4% in 2019, 87.1% in 2020 and 89.0% in 1H2021) of its revenue being generated within mainland China,
we think that the Company is well positioned to take advantage of China's ongoing travel recovery, which we expect to continue
into 2022. Our target price is equivalent to 7.1x and 5.9x 2021F and 2022F EV/adjusted EBITDA, respectively, and is a 15.4%
discount to our DCF derived NAV of HK$3.43 per share.

2 December 2021

Jinjiangcapital ##{LZ A (02006 HK)
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Table-1: Jinjiangcapital Valuation and Target Price Based Multiples

2020A 2021F 2022F 2023F
Target Price (HKD) 2.90
Target Price (RMB) 2.44 .
Shares Outstanding, Period End, Fully Diluted (mn) 5,566 5,566 5,566 5,566 S
TP Based Market Cap (RMB mn) 13,588 13,588 13,588 13,588 %
+ Period End Minority Interest (RMB mn) 10,360 9,459 9,142 8,829 g
+ Period End Borrowings (RMB mn) 17,478 18,207 18,368 17,514 =
- Period End Cash & Equivalents (RMB mn) 9,496 9,871 10,396 10,176 a
Year End Enterprise Value (RMB mn) 31,930 31,383 30,702 29,756 o
Adjusted EBITDA (RMB mn) 2,517 4,424 5,168 5,402
TP Based EV/Adjusted EBITDA 12.7 7.1 5.9 5.5
Source: the Company, Guotai Junan International.
Table-2: Jinjiangcapital DCF Valuation
Risk free rate 1.55% Sum of PV FCFF (RMB mn) 19,752
Market return 9.65% + PV Terminal Value (RMB mn) 14,106
Market risk premium 8.10% Enterprise Value (RMB mn) 33,858
Adj. beta 11 - Net Debt/(cash) (RMB mn) 8,336
Equity discount rate 10.46% - Minority Interest (RMB mn) 9,459
Total NAV (RMB mn) 16,063
After tax cost of debt 4.2%
D/(D+E) 30.0% Shares Outstanding (mn) 5,566.0
E/(D+E) 70.0% NAV per Share (RMB) 2.89
WACC 8.6% Exchange Rate 0.84
NAV per Share (HKD) 3.43
Long-term growth rate 2.5%
Source: Bloomberg, the Company, Guotai Junan International.
<
Table-3: Peers Comparison i
Company Stock Cncy Last Mkt PE EV / Adjusted EBITDA ROE(%) PBR §
Code Price Cap 20A 21F 22F  23F 20A 21F 22F  23F 21F 21F e
HK Listed Y
Huazhu Group Ltd 01179 HK  HKD 3025 98,841 n.a. na. na. na. na. 490 160 126 3.8 n.a. *:
Shangri-La Asia 069 HK HKD 6.27 22,481 n.a. na. na. 205 20852 547 244 168 (4.8) 0.5 _:
Hk&S Hotels 045 HK HKD 709 11,694 n.a. na. 2287 na. 774.8 n.a. na. na. (1.8) n.a. %
Shanghai Jin-H 02006 HK  HKD 289 16,086 479 na. 243 380 75 n.a. na. na. 1.1 1.3 g
Regal Hotel Intl 078 HK HKD 3.07 2,759 n.a. na. na. na. 433 n.a. na. na. n.a. n.a. _§
Sino Hotels 01221 HK  HKD 220 2514 n.a. na. na. na. 694 821 na. na. (2.2) 0.6 E
Paliburg Hidgs 0617 HK HKD 200 2,229 n.a. na. na. na. 119.2 n.a. na. na. n.a. n.a.
Century City Int 0355HK  HKD 043 1,331 n.a. na. na. na. 126.7 n.a. na. na. na. n.a.
Simple Average 479 na. 1265 293 na. 620 202 147 (0.8) 0.8
Weighted Avg. 47.9 na. 1103 27.8 na. 507 175 134 1.7 0.2
U.S. Listed
Huazhu Group-Adr ~ HTHTUS  USD 40.88 13,357 na. 2508 379 240 808 513 168 132 38 7.3
Bluegreen Vacati BVH US usb 29.15 620 n.a. 144 10.3 9.3 na. n.a. na. na. 8.1 25
Choice Hotels CHH US UsDh  140.07 7,792 1030 332 287 266 210 214 190 172 195.6 285
Greentree Ho-Adr  GHGUS  USD 7.57 780 205 1.2 91 7.6 na. 6.2 42 37 19.8 21
Hyatt Hotels-A HUS usb 7783 8,558 n.a. na. 1209 416 na. 400 152 118 (7.2) 27
Hilton Grand Vac HGVUS  USD 4535 5435 na. 553 228 168 66.0 228 112 93 741 34
Hilton Worldwide HLT US USD 12996 36,223 na. 585 296 233 649 267 180 155 (52.5) (41.9)
Intercontin-Adr IHG US usb 5946 10,894 n.a. na. na. na. na. 216 143 119 (11.3) n.a.
Marriott Intl-A MARUS USD 14250 46410 na. 494 268 209 427 250 164 139 109.0 353
Playa Hotels & R PLYAUS  USD 6.84 1,124 n.a. na. 103.6 209 na. 262 114 90 (14.8) 2.1
Marriott Vacatio VAC US USD 14699 6,261 na. 394 148 127 217 123 94 85 3.2 2.1
Wyndham Hotels &  WH US usb 7642 7,121 na. 256 217 183 19.1 160 142 128 212 6.1
Simple Average 618 598 387 202 452 245 136 15 235 4.6
Weighted Avg. 955 707 343 227 506 2741 160 136 329 41

Source: Bloomberg, Guotai Junan International.
Note: All data and forecasts are taken from Bloomberg.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (RMB m) 2019A  2020A  2021F  2022F  2023F Year end 31 Dec (RMB m) 2019A  2020A  2021F  2022F  2023F
-
Select service hotels China 10,695 7,833 11,452 12,792 13,713 PP&E 11,038 10,239 9483 8975 8584 8
; ’ ’ ’ ’ ’ N
\S;e'ﬁcl‘ Seg'lce_h:?‘e's abroad ;;2‘3‘ ;g% ;ggg gggg ;?2? Right-of-use assets 11786 11615 10838 10061 9285 &
ehicles & logistics , , \ ) , ‘ Q
Full service hotels 2046 1176 1791 1999 2163 Investment propertes 465 438 4n 39 T g
Travel agency 1123 302 281 307 332 Intangible assets‘ 18,514 18,682 18,775 18,869 18,964 0
Food, restaurants & other 467 475 560 595 624 Investments (equity) 1813 215 226 2169 2104 O
Total revenue 20,977 14,201 18,687 20,570 21,914 Financial assets fair value 3,187 2,242 2,263 2,195 2,129
Deferred income tax assets 416 611 580 612 644
Cost of sales (14,905) (11,459) (13,996) (14,934) (15,800) Others 790 736 654 741 789
Gross profit 6072 2742 460 5636 6114 Total non-current assets 48009 46716 45241 44012 42,866
g et G650 09 609090 s 0w ow m o w
Jusiec operaiing p ’ ’ ’ Financial assets 74 se1 752 737 72
Other income & gains 779 2875 810 604 567 Inventories 319 281 262 288 285
Impairment on financial assets (5) (66) 0 0 0 Receivables & prepayments 3,608 3,824 4,672 4,731 4,821
Other expenses & losses (117) (225) (93) (103) (110) Restricted cash & deposits 784 1,383 1,094 999 911
Operating profit 2,913 1,681 1,576 2,331 2,583 Cash & cash equivalents 9,962 8,112 8,777 9,397 9,265
Total current assets 15,387 14,997 15,858 16,448 16,294
J.V's & associates 277 132 246 271 289
Finance expense (nef) (965)  (324)  (1546)  (1528)  (1.469) Total assets 63395 61713 61099 60460 59,159
Profit before tax 2,225 889 276 1,074 1,404
Income tax (583) (402) (74) (283) (359) Short-term borrowings 2,762 2,541 7,205 3,185 3,008
Profit after tax 1,642 487 202 792 1,044 Lease liabilities 1,634 1,594 1,553 1,513 1472
Non-controlling interest (966) (188) (89) (351) (476) Income tax & derivatives 355 461 246 263 282
Shareholders' profit / loss 676 298 114 441 568 Trade & other payables 8,703 8,358 8,561 8,764 8,967
Contract liabilities 1,236 1,155 1,075 994 913
Basic & diluted EPS 0121 0054 0020 0079 04102 Total current liabilities 14690 14,108 18,640 14719 14,642
Adjusted EPS 0.056  (0.280)  (0.052) 0.035 0.063 <
I
Long-term borrowings 14524 14937 11,002 15183 14,506 ©
Lease liabilities 9,996 9,472 8,469 7,466 6,463 IS
L o
Cash Flow Statement Income tax liabilities 2,039 2,021 1,839 1,657 1,476 v
K
Year end 31 Dec (RMB m) 2019A  2020A  2021F  2022F  2023F Trade & other payables 235 1202 581 A4 A8 T
Contract liabilities 201 120 128 136 143
Profit before tax 2225 889 276 1,074 1,404 Total non-current liabilities 29115 27,752 23,019 26,183 24,443 &
D&A 3,079 3,005 3,008 2,812 2,749 g
Other non-cash adjustments (1,031)  (3,726) (1,635) (1,869)  (1,902) Total liabilities 43804 41,860 41,659 40,902 39,085 S
Changes in working capital (310) (444) 126 (77) (48) &
. o g c
Cash from Operating Activities 3,963 (276) 1,775 1,940 2,203 Total shareholders' equity 9185 9493 9981 10416 11246 | S
. Minority interest 10,406 10,360 9,459 9,142 8,829 5
D?sposals of PP&I? and other 273 419 258 266 274 Total equity 19,591 19,853 19,440 19558 20075
Disposal of financial assets 917 1,609 (213) 83 81
Purchase of PP&E (1,260) (890) (485) (551) (599)
Purchase of intangible assets (153) (159) (93) (94) (94) - - -
Purchase financial assets 943)  (673) 0 0 0 Financial Ratios
Change in deposits 43)  (515)  (279)  (287)  (296) 2019A  2020A  2021F  2022F  2023F
Interests received 84 56 70 72 74 Margins
Dividends received 462 470 466 480 495 Gross margin (%) 28.9 19.3 251 274 27.9
Loans to related parties 1 (102) 0 0 0 Operating margin (%) 13.9 11.8 8.4 11.3 11.8
Others 0 (58) (59) (61) (63) Net profit margin (%) 32 2.1 0.6 2.1 26
Cash from Investing Activities (662) 158 (334) @1  (128) Adj. EBITDA margin (%) 2718 177 237 254 24.7
Change in borrowings (2,364) (48) 729 161 (854) Liquidity & leverage
Lease payments (12300 (1,793)  (1,043)  (1,043) ~ (1,043) Leverage (i.¢., gearing) (%) 743 886 927 942 884
E'V'F’ends paid (9?9) (83:) (462)  (346)  (311) Net gearing (%) 280 405 424 409 370
quity acquisition @19 O 0 0 0 Interest coverage ratio (%) 2337 977 556 1198 1447
Others 0 1,006 0 0 0 Current ratio (x) 105 106 085 142 111
Cash from Financing Activities (4,792)  (1,704) (776)  (1,228)  (2,208) ' ' ' ' '
Cash at Beg of Year 11446 9962 8112 8777 9,397 Retur rafios .
Net Changes in Cash (1491)  (1822) 665 621 (133) ROA (0/") 2125 23 27 08 5
Exchange rate effect 8 (28) 0 0 0 ROE (%) ) ] 53 32 12 43 52 e
Cash at End of Year 9,962 8,112 8,777 9,397 9,265 Return on invested capital (%) 54 1.8 0.7 29 3.8 -
c
[
Source: the Company, Guotai Junan International. E
S
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition X
Buy SEN Relative Performance>15%; @
or the fundamental outlook of the company or sector is favorable. 2
Accumulate 1S Relative Performance is 5% to 15%; g
or the fundamental outlook of the company or sector is favorable. 9
. . a}
Neutral e Relative Performance is -5% to 5%; ~
or the fundamental outlook of the company or sector is neutral.
Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell SEH Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform B o T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral eE s Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform MR Relative Performance<-5%;
Or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS
(1) 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 INSHANG BANK (02558 HK),HAITIAN ANTENNA (08227 HK),Guotai Junan and its group companies do not hold equal to S
or more than 1% of the market capitalization of the issuer mentioned in this Research Report. 8
(4) Guotai Junan and its group companies have had investment banking relationships with the issuer mentioned in this Research Report =
within the preceding 12 months. Y

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

Jinjiangcapital

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, 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.

© 2021 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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