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PEFRSHE LT 2024 FHFRIE, WASNART 19.8 27T, BELEF 1.6%, ZFEESF
EAANET 2.8127T, RLLLRK 57.9%, RNEIFSERAITUR, EEFETAEMRMA. ZBHEE
HISCIA BRI RIRIE K,

FABEEHE, FRERFIEMIERN, 24 & BLE, hERSREEAEN 105 25T, [
KK 5.4%, R 53%, FEGRF 1.9 MESE, BITAA, ATHE L LERURISERITR
AEHIEE, —5T, TEERECHERMRRA; B, AR TEEANEA
HIE, FEERPRARL R 12%% 169 1Z5T. ERESITAMEXISEORIET, A8
EERTH 1092 A, FLUFHE 94%, B8, RTFHFELULK 43%, ik 3.78 27T,
RS SRR A SIS EAERNEN, ASDRAENSROTHENER, BERMN 464
{255, FLCRHE 9.5%, $SEERMRE 23.4%, FECTME 29 NESA. BITTHATISIREE
PSR SRS TRA RS, SETARTRIIER 2.5 NESME 50.4%, E9%A
SR TR 2.2 NESEE 23.9%. FUEHERBEERELY 3K 2.3 NESSE 9.4%,

EFRFRTDSHENICIIE, BERBREEERN. 24 FEXFFHRHIAK 78 BA, B
EETBE 7.7%., B, RKEHIREP 1 FHHEE)I AZEECEIK 52.5%mAME—IE KA IR,
Z 2 FHK 3 FHBINKBEETBRISN, KEGE)IABRLLTE 64%E 33 BA. 15
APREHRREZII A RTNEELTEE 8.7%F 4.5 BA. FIFIANRFPKERZE S 41.7%,

A RRISGRERF R, AR EARENI ) B A2mATHEE, Bt 1 FFHRNR
EEZIERR. ARENEEEERR, EHISHESRFENRE, TTREANRNSIE. B
R A BB EEEF R HI T R RSN BN SERHRRAVESE, RIS
RILETHE, (B EFFSORMRE (FEMER) BREFRIETT 10.5%= 14.6 {Z7T. BILLEE
& ARESNEE L FERLCAERT 60.6%, KEF 1922 jT.

RGP D A RFHaFAZFNSS, RECERER. FroFHfkl 8-10 PRI, BRE
BI5iAE 1.5 BALLE, BB HHRIERF G B RN T AR EERIME B, BRECEERLE,
PERARFE TR ENE—RIBE SEFET AESE . BRERBEURREEES
FIZ, PFEANEARIRS IDZELS IR, el IFHEE K O=@AIRT, BUSHRYER R
FREE, ~AEEFHHRAZFWS, LISRKREEHIABRRNAZEXK, Bt SRESSRESE
SRR, NMSIUEIIARRIEEK,

HRTR. NRERBANEE, ERSIAAER, RTteFaE. ZREEH—F
T, BRKEHOMEEN, BEHAATRENSR, PRPBAFAEHIARASEK, £F
FHEELERRNET, BRMNLAXT 24/25/26 FHRELFEBEFEMUZEART
3.87/4.26/4.63 127t (JRFN/9 3.19/3.69/4.11 {Z7T) . M LABFME 3.01 BT (RER
79 28287T)  HHEFFHERATR.

BMBRIRRES: FOBEREARIE, FHMRBIERNIE.

WSS ER R ERITR

2022 2023 2024E 2025E 2026E
BN (B57T) 3,819 3,979 4,128 4,360 4,625
FLGIEER (%) -7.75 418 3.75 5.63 6.07
I3REERE (BT 267 281 387 426 463
FLGIEER (%) -38.20 5.37 37.61 9.98 8.65
SRIKE (TT/RR) 0.12 0.13 0.18 0.20 0.21
ERFEREEER (%) 4.69 5.02 6.46 6.63 6.72
[EfES 21.05 18.16 13.20 12.00 11.05
R 1.09 1.10 1.03 0.96 0.90
. "BREE" NABRTEAEEENNEFIERIUSIA
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Investment Highlight:

China East announced 1H24 revenue of RMB 1.98 billion, up 1.6% year-on-year. The adjusted
net profit was RMB 280 million, up 57.9% year-on-year. The results beat our expectation
mainly due to the company's effective cost and expense control.

Effective cost and expense control for bigger profit. In 1H24, China East's gross profit was
RMB 1.05 billion, increased by 5.4% yoy. The gross profit margin was 53%, up 1.9 ppts yoy.
We believe that the company implement strictly control the teaching-related raw materials
cost to led the costs decreased by 12% yoy to RMB 169 million. And the company also strictly
review employee performance and lay off about 1,092 employees, letting the total employee
decreased by 9.4% yoy in 1H24. The employee compensation expenses increased by only 4.3%
yoy to RMB 378 million in 1H24. The company adopts a more efficient marketing strategy
letting the sales expense to decrease by 9.5% yoy to RMB 464 million in 1H24. The sales
expense ratio is 23.4%, a yoy decrease of 2.9 ppts. We expect that the company will firmly
promote cost and expense control in 2024, As result, we expect the gross profit margin to
increase by 2.5 ppts yoy to 50.4%, and the marketing expense ratio to decrease by 2.2 ppts
yoy to 23.9%. Therefore, the adjusted profit margin will expand by 2.3 ppts yoy to 9.4%.

Adjust recruitment strategy to cater new demand. In 1H24, the number of new enrollment
was 78,000, a yoy decrease of 7.7%. Among them, the number of new enroliment in the
one-year period curriculum increased by 52.5% yoy and became the only training project
with enrollment growth. Affected by the decline in the number of enrollment in the two-year
and three-year training programs, the number of long-term training students decreased by
6.4% Yoy to 33,000. The number of short-term course enrollment within one year also
decreased by 8.7% yoy to 45,000. The proportion of long-term students as total was 41.7% in
1H24, a yoy increase of 0.6 ppts. We believe that spring enrollment students are mainly
on-the-job personnel. The training services provided by the company focus on meeting the
skill improvement needs of on-the-job personnel. Such people hope to train more
comprehensive skills in a relatively short time, so the one-year curriculum is more favored by
them. The company adjusted its marketing strategy in a timely manner and launched courses
that cater to such demand to achieve a high increase in enrollment. At the same time, the
company suspended enrollment in short-term and long-term majors that do not have
economies of scale and are relatively inexpensive. Therefore, although the number of
enrollment decreased yoy, the contract liabilities (tuition prepayments) increased by 10.5% to
RMB 1.46 billion in 1H24 comparing to the number of the end of last year. Through the above
measures, the company's average profit per student increased significantly by 60.6% yoy to
reach Rmb1,922 in 1H24.

The regional centers help the business expansion. The company has planned 8-10 regional
centers in places such as Chengdu and Jinan. The single-school capacity will reach more than
15,000 people. The facilities will meet the standards of technician schools. As reform of
vocational education provides a easier way for secondary vocational schools students to be
enrolled in higher vocational education through the vocational college entrance examination
as well as exams held by vocational colleges themselves under the supervision of provincial
authorities. The attractiveness of secondary vocational schools for secondary school
graduates has increased. We expect that after the regional centers obtains qualifications of
secondary vocational schools, the company will attract student not only interest in vocational
skill training but also in pursuit higher vocational college degrees. Therefore, the company's
enrollment targets will also be expanded.

Maintain overweight. The company focuses on refined operations through various costs and
expenses controls. We expect that costs and expenses are expected to further decline
throughout the year. At the same time, the completion of the regional center is expected to
expand the company's enrollment in the medium and long term. In view of the improvement
in operating efficiency in the first half of the year, we have raised our adjusted net profit
forecast for the company for 2023/24/25 to RMB 387 million/426 million/463 million
(previously predicted to be RMB 319 million/369 million/411 million). We have raised the
target price to HK$3.01 (vs. previous TP of HK$2.82) and maintain overweight rating.

Risks: Enrolment result is less than expected; License approval was less than expected.
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REIRF

FliigR
ARBEBTT 2022 2023 2024E 2025E 2026E
9N 3,819 3,979 4,128 4,360 4,625
A -1,928 -2,070 -2,046 -2,137 2,257
EFE 1,891 1,908 2,082 2,223 2,368
=0 N -946 -1,037 -987 -1,025 -1,069
GueEZRm -512 -529 -513 -534 -556
1T 22 -17 -29 31 32
Ebitda 1,289 1,135 1,418 1,536 1,609
Ebit 654 507 648 716 781
BiaiRiE 498 368 487 546 602
IR -130 95 -126 -142 -156
ZiEEEFE 267 281 387 426 463
BREEE: ATNE, BHEEH
MERSR
ARBEBTT 2022 2023 2024E 2025E 2026E
ZiEE SR 267 281 387 426 463
B8 635 628 770 820 828
SEEEARTE -267 126 -28 80 97
Hfth 74 126 21 0 0
ZEHMER 561 1,161 1,108 1,325 1,387
BARFF -1,475 914 -840 -396 -410
Hifth 361 478 0 0 0
RS HMER -1,113 -436 -840 -396 -410
SRR 103 103 103 103 103
Hfth -47 -366 -387 -213 231
AR HIRER 56 -263 -285 -110 -129
BMER -496 462 -17 819 849
BESE: AFNE, HEEEH
BEEAGER
ABRBEBTT 2022 2023 2024E 2025E 2026E
s 4,315 3,908 4,630 5,679 6,788
R 53 R Bt R ER 331 324 347 360 385
RATET NRESNSRIE 639 364 364 364 364
B MR R TS B E 57 $3W H5H HERER mAtsR



_’\
=;) SWS ATRT

BEIRIFTSH 3 6 6 6 6
EHIEAK 1,755 1,551 1,551 1,551 1,551
RITERRIE 1,435 1,515 1,628 2,447 3,296
Hith 152 148 734 950 1,186
IEREhEr 5,173 5,383 5,454 5,031 4,612
NS e a1 2,615 3,080 3,320 3,044 2,754
ERRUEF= 2,425 2,226 2,056 1,909 1,781
Hith 133 77 77 77 77
RENAR 2,332 2,333 2,509 2,632 2,780
&Rk 382 265 443 469 490
BHRR 1,187 1,324 1,284 1,353 1,423
Hith 764 744 782 810 867
IEREhGA R 1,464 1,350 1,580 1,657 1,738
fAsERAR 1,414 1,308 1,558 1,635 1,716
Hity 50 42 22 22 22
S5 5,692 5,608 5,995 6,420 6,883
A 0 0 0 0 0
fi&eR 5,692 5,607 5,995 6,420 6,883

BRSER ABAE, RARERAR

B UMFRPEIE 2 RS EERESERA 4 EERERE 78

=
=



_’\
%) SWS ATT

(EEHE

IES P ImRE

AREBZ D FITEEFEIES ISR F IR S EIH BT EMOIESES D, DAEIRAERSE. Sl EEHRRS
ik FRGEGHNES, M, SMEHERNRS FNAREHABTIMRRE. AAREE, FH, BEASEAREFH
BiREEFER N mmEEs IR e ME,

52308XNERE

ANTDRETELARRIESERAT, AN TRTEIESREEEZERSRE, BUBIESRE SIS, KAATRETMEE
FEFTER TSR AR SIREAMSE RN, 1IRA]SE e FHEUIX LRI ISR IRTIRS . A AENFSERRKES
HMEITIREN S, ZFEEd compliance@swsresearch.com REVE X FEARIEHER www.swsresearch.com {SEIFE
BEEAMNARERER. FRTHRE G XIS EINE.

TASHERIPABRRA

IR e 021-33388488 maojiong@swhysc.com
HRITEBA =R 021-33388245 liging3@swhysc.com
51 ¢ ) HE 010-66500628 xiaoxia@swhysc.com
Gtz = 0755-82990609 lisheng5@swhysc.com
HIRBUFTEIBA KEEZ 021-33388860 zhuxiaoyi@swhysc.com
AL RUFREIRA TS MERA 15201910123 panyeming@swhysc.com
BREIR VTR AR

IESAREITR :

LUREHER 6 MAR, IBSENTHiZEEEHRKEIE IR E, EXNT:

SEN (Buy) : EXgETFTIARI 20% LA L

#3% (Outperform) ;. AR TFHIERM 5% ~ 20%;

Tt (Neutral) . HEXITIARIE - 5% ~ + 5% ZIAKEN;

5 (Underperform) : EXSETF AR 5% LT,

T A BT -

LURERE 6 MAR, T T HinEEEERIKEMIEIiRE, EXNT:

&ff (Overweight) L ATEMEATIARIN;

ttt (Neutral) T SRR ERRE R,

&% (Underweight) » AT SSTEATIARIN.

HAMELIREES, FARNEBSHRRARRRTRAEIITRITE. FHIIRBOBENTRAR, TRGSAEILERN;
REREINEE ZHIEFRERNR T NARSIRER, ISR OEEUREMREEEBNRER. REENEERR
&5, BRI BAMRSER, TRKSEREITRKAEEE. BRIROEERB TSR, MREIFHAIN
TS REXE, ATLIARIAHEERZRE.

FRERBAIEIEEE : PR 300 188K

Pt

KNiREH EEHRRAEIESEMRIFBIRAT (RETHEARRESERAT, LITNER "ANE") EHhEARKIIERME (F8.
R, BB K, (UHANENER (BESIBINEIMIEIREEESSEEMNER) . A TS ERAKEIERR
EMREINER. ERFNHANRIABXEAREVEERT. BEESFSRAEHRUANEELE, FUAAT
http://www.swsresearch.com RULTIERTEIRENIE, ANEHESZFINELLEIAE.,

FRERETELTHERERES, BEANENMRDZEEENESY. ERta B, AMREMENER. T, BEIRENRE
HEEFIESE A, HIEEASHNAHESRMTIESaEMIS SRS, ARSRENER. BEUAENNRRAATTF
EHEAREZEFIET, MMREFFHEANESESIREFIINE. NMERIEEBATESKE. TEARNE, A T0RHSAIRS
FrEEsl, BAMENA—EO9RE.

BN EEEEIA N T R e AR S E MR P5E, AR S A EHIEERRIIE—RE. BERMNEF/FHR
BRERHBITRIBRENE. AAFRBIRR, AQEFASSHIZFLMEHAFR R S FIESHS RS IBIESREIRE, TAF
RS FIESR AN B E SIS ERABEe O LREII AT, MREFIIENRENIRSTRENES TN BIZR, 714
REFPFANGITEYN. ANBDRBIENREZD EEENBIEZFEHFRINTEEIR. USIKRHEE. ANERRRIENEFNEEA
REMEIENISENESHAEESERR, UKk (EELE) SEiagEma, TEUER T, MREFHERHMFRINE
RHAERIHHIARIGEEN. EFHAER T, AAEAIHEEAEFER ARSI IAEETS I BEEHTHREAREIEE.
HENK, RAEEE, EARENERAERAATNER, NMEET RS/ EHFIREREHHM AR S ER TR @
ST,

AREFRNEAALNERE, BTIEATHER. ARNENAMRERE—INF. RIESEPEER, BUAREFHIFFBIEER
BEIBANE. REANDELPEEN, IMREE TR ELUHTARWEEARRER. SEESHEHR, HERD
REHAIEMBA, SLMHIRIEALNEMRNGIEMMSEFER. rEAREPERNER. RESINCRIFCIIAELATNER. RS
TRERIRG, FFRANEER, HMIANTEEEIER FER b,
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