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B Currently, there are 6 licensed island duty-free entities and 10 island duty-free shops
in Hainan, involving 6 listed companies. The 6 licensed island duty-free entities include
CTG Duty-Free Group, Hainan Duty-Free Company, Hainan Tourism Investment
Holdings, Hainan Development Holdings, Shenzhen Duty-Free Company, and CNSC
Duty-Free Company, of which CTG Duty-Free Group is the controlling shareholder of
Hainan Duty-Free Company. CTG Duty-Free Group and Hainan Duty-Free Company
operate a total of 6 island duty-free stores in Hainan, of which Haikou International Duty-
Free City is expected to open in 2022.

B Hainan island duty-free market has become more market-oriented since 2020. In July
2020, Hainan Provincial Department of Finance, Commerce, and Administration for
Market Regulation announced that they would introduce market-oriented competition
mechanism including bidding to determine new duty-free entities. Since December 2020,
Hainan Tourism Investment Holdings and Hainan Development Holdings under Hainan
SASAC, Shenzhen Duty-Free Co. under Shenzhen SASAC, and CNSC Duty-Free Co.
under Sinopharm Group, have successively opened island duty-free stores in Hainan. This
report reviews the stakeholders and relevant parties of each duty-free shop and the listed
companies involved.

B Hainan Development Holdings and Hainan Tourism Investment Holdings, under
Hainan SASAC, have successively announced asset injection plans. In January 2021,
the listed Hainan Development Holdings Nanhai, controlled by Hainan Development
Holdings, announced that it would acquire 45% of the shares of the residents’ duty-free
operating entity “Hainan Haikong Duty Free Group Co., Ltd.” by non-public agreement
transfer (as of May 2022, the residents’ duty-free business has not yet started officially),
and Hainan Development Holdings promised to inject related business and assets within
three years after the completion of the non-public offering. In May 2022, Hainan Haiqi
Transportation Group, a listed company controlled by Hainan Tourism Investment
Holdings, announced its intention to purchase part or all of shares of "Hainan Tourism
Investment Duty Free Co., Ltd" held by Hainan Travel Investment by issuing new shares,
paying cash and raising fund from specific investors, but relevant plans are still under
discussion. So far, the duty-free assets held by the two licensed duty-free entities under
Hainan SASAC are expected to go public, and Hainan island duty-free market is becoming
more market-oriented, transparent and standardized.

B The body of this report further reviews the capital operation history of Hainan
Tourism Investment Holdings and Hainan Development Holdings, as well as the
business and expected integration of their listed subsidiaries.

B Recommendation: 1) China Tourism Group Duty Free, the leading duty-free company
whose stock price was suppressed by pessimistic expectations of tourism, is expected to
see a marginal improvement; 2) Hainan Development Holdings Nanhai and Hainan
Haiqi Transportation Group, with expectations of duty-free assets injection; 3) Hainan
Airport Infrastructure, which controls Sanya Phoenix International Airport and owns
shares of several duty-free shops.

B Risks: Lower-than expected performance of duty-free stores due to sporadic pandemic
resurgence; Fiercer market competition.
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