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Restructuring of Glass Production Line Engineering Business
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® CNBM (the "Company") proposed to subscribe equity interests in Bengbu Institute with equity interests in
China Triumph as consideration. China Triumph is mainly engaged in the business of construction of glass
production lines and the related engineering services and 91% and 9% of its equity interests were held by the
Company and Bengbu Huajin (an independent third party), respectively, before the transaction. Bengbu Institute
mainly engages in technology research and development, technical services, and production and sales of products in
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the field of new glass materials, which was wholly owned by Triumph Group, a wholly-owned subsidiary of CNBM
Group, the Company's parent company, before the transaction. Upon completion of the transaction, China Triumph
will become a wholly owned subsidiary of Bengbu Institute, while the Company, Bengbu Huajin and Triumph Group

will hold 45.08%, 4.45% and 50.47%, respectively, of equity interests in Bengbu Institute. The transaction
consideration is based on asset-based appraised value of equity interests in Bengbu Institute and China Triumph. As
at 1st July 2021, the appraised value of 100% equity interests in China Triumph and Bengbu Institute were
approximately RMB5,394 million and RMB3,395 million. The transaction consideration will be equivalent to the
appraised value of China Triumph minus the dividend of RMB2,060.3 million to be distributed in cash to the Company
and Bengbu Huajin before the completion date.

® The Company will share Bengbu Institute's profit growth and eliminate potential industry competition.
Bengbu Institute is a leader and the source of certain technologies in the new glass materials industry in China with
strong research and development capabilities. Upon completion of the transaction, the Company will become the
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second largest shareholder of Bengbu Institute and will share in the profits of Bengbu Institute's new glass materials
business as enhanced by the synergy arising from the technological innovation that Bengbu Institute may bring to the
business of China Triumph and its increased capacity as a result of the transaction. On the other hand, as China
Triumph will cease to be a subsidiary of the Company upon completion of the transaction, the Company will be able to
focus on the cement production lines business under its engineering services segment. The transaction will reduce
operating costs of the Company, eliminate potential industry competition between Bengbu Institute and China
Triumph and reduce related transactions between the two.

® The transaction is expected to make positive impact on the Company's profits. Despite that China Triumph's
profit after tax reached RMB626 million in 2020, the Company restructured its cement engineering business in 2021.
China Triumph's cement engineering business, which contributed a large portion of profits before the restructuring,
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was owned by Sinoma International (600970 CH) after the restructuring, while existing glass engineering business of
China Triumph contributed more than RMB200 million profit last year. Bengbu Institute recorded a profit after tax of
RMB192 million in 2020 with good profit growth momentum. The Company expects that the Company's 45.08%
equity interests in Bengbu Institute (when China Triumph becomes a wholly-owned subsidiary of Bengbu Institute) will
contribute RMB290 million to the Company's profits in 2023 upon the completion of the transaction.

® China Triumph will boost the industrialization of Bengbu Institute's technology research and development. In
recent years, Bengbu Institute has led the research and development of products including information display glass
and new energy glass across China. China Triumph will support Bengbu Institute to industrialize the technology from
its research and development. In terms of Bengbu Institute’s customers, although Fuyao Glass (03606 HK/ 600660
CH), CSG (000012 CH), Xinyi Glass (00868 HK) and Lens Technology (300433 CH) are all key customers of Bengbu
Institute, it is more important to provide services to business entities within CNBM Group, such as Triumph Science &
Technology (600552 CH) and Luoyang Glass (01108 HK/ 600876 CH). Services to external customers will be mainly
based on mature technologies, while the most advanced technologies (such as ultra-thin foldable glass) will be
provided to internal customers as priority.
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We look forward to improved operating efficiency and profitability thanks to the restructuring of the
Company's various segments. Despite the relatively minor impact, we believe that the transaction reflects the
Company's consistent efforts in optimizing resource allocation. The Company completed the restructuring of its core
cement assets and cement engineering assets this year, while we expect that the restructuring of its new material
businesses such as glass fiber and wind power blade, and remaining cement assets including Qilianshan (600720
CH) and Ningxia Building Materials (600449 CH) will make further progress next year. In addition, recent fallback of
coal price and potential improvement in demand for construction materials due to monetary easing may also fuel
valuation recovery of the Company. We maintain our investment rating of "Accumulate" with a target price of
HK$11.60 for the Company.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;
or the fundamental outlook of the company or sector is favorable.
Neutral [SeE Relative Performance is -5% to 5%;

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

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

Sell S 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 5T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.

Underperform fik N 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
or more than 1% of the market capitalization of the issuer mentioned in this Research Report.

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

(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.

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.
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