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Full coverage from nylon slicing raw materials to end products & creating high-end knitted fabric base
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Summary

»  Full coverage from nylon slicing raw materials to end products. The company’s products include nylon 6 chips, nylon 6 civilian silk
and textile printing and dyeing fabrics. Nylon 6 chips are primarily supplied to downstream markets via a self-production and self-
sales model, with some also being supplied for internal use in industries such as civilian spinning, industrial silk, engineering
plastics and films. The nylon 6 chips produced by the company fall into three categories: civilian spinning grade, industrial spinning
grade, and engineering plastic grade. There are many types of nylon yarn products which can be used for webbing, lace and yarn
production, as well as in various air-jet and water-jet looms for warp and weft yarns and in warp and weft knitting machines and
shuttle weaving machines. The company's textile printing and dyeing fabrics are promoted to major brands through exhibitions in
Shanghai, Paris, New York and other locations. The company's customers are distributed across various downstream industries,
including injection moulding, the automotive sector, electronics, carpets, microfibre, webbing, lace, seamless underwear, warp
and weft weaving, machine weaving, knitting, wrapped yarn and woven socks. These rich customer resources provide a strong
foundation for the company's growth.

»  Introduce industry leaders as controlling shareholders and enhance management strategies. In January 2024, the company issued
15,844,188,600 A-shares to Liheng Investment, going public and introducing an indirect controlling shareholder — the industry
leader, Hengshen Group. In June 2024, the company completed the election of the board of directors and supervisory board,
appointed the executive team and changed the company name and securities abbreviation. Building on the company's excellent
management team, we introduced advanced management concepts and industry experience from leaders in the field. This has
optimised the company's strategic planning, enhanced its financial strength, focused its efforts on its core business and improved
its overall competitiveness.

»  Drive research and development with brand strategy and complete multiple product developments. The thermochromic and high-
entropy elastic fibre new materials projects have passed the mid-term assessment of the postdoctoral programme. Multifunctional
polyamide fibre products are continuously being optimised, and anti-mould/antibacterial functional fibres have been successfully
applied to school uniform fabrics in primary and secondary schools in Jiangmen City. The development of composite fibres, including
fibre varieties such as nylon and leather cores, has gradually improved the quality of core varieties through early research and
promotion. This has been recognised by customers after trial use and provides a foundation for the subsequent industrialisation of
the company's new products. In terms of textile printing and dyeing fabrics, we focus on developing new varieties for brand
customers, particularly GRS and swimsuit jacquard fabrics. Our focus on the sustainable development of products has resulted in
our knitted fabrics passing OEKO-TEX environmental certification for 19 consecutive years, GRS global recycling certification for
seven consecutive years and HIGG social responsibility and environmental self-assessment audits for six consecutive years, thereby
enhancing the credibility of our products.

»  The actual controller has promised to inject assets and businesses related to industry competition into the listed company. Once
the company has issued stocks to specific targets in 2023, Chen Jianlong will become the actual controller of the listed company.
The eight enterprises, which are controlled by Chen Jianlong, are engaged in the production and sales of nylon 6 chips and spinning.
These enterprises compete with the main business of the listed company (i.e. chips and spinning) within the same industry. In
response to these issues of competition between industries, Chen Jianlong has promised to inject assets and businesses related to
competition between industries into the listed company within 60 months of obtaining control of the listed company through Ziheng
Investment (29 January 2024) or take other measures to properly resolve competition between industries with the company. These
commitments are currently valid, but the timeframe for completing them and including the related assets in the listed company's
consolidated system is uncertain.

»  Build an international, high-end knitted fabric industry base. In August 2024, the company invested in the construction of the 'High
Performance Polyamide Differentiated Fibre Intelligent Manufacturing Project' in Xinhui District, Jiangmen City, Guangdong
Province, with a budget of no more than 2.9 billion yuan. The goal is to establish a production line with an output capacity of 100,000
tons of differentiated nylon filament, which is set to begin construction in September 2024. In January 2025, the company signed a
loan contract with relevant banks to secure the project's supporting funds. The project is progressing steadily. Once operational, it
will replace existing equipment with world-leading technology, establish a complete industrial chain and position itself as a producer
of high-end differentiated chemical fibres with good market prospects. It will also facilitate the transformation from traditional
textile bulk commodities to high-end and specialised yarn market positioning. This will be beneficial for the company, enabling it to
further expand its high-end market share and enhance its overall competitiveness.

»  Risk warning: There are risks associated with significant fluctuations in raw material prices, low rates of innovation in machinery
and equipment, and environmental and safety risks.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy FEN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate I E Relative Performance is 5% to 15%;

or the fundamental outlook of the Company or sector is favorable.
Neutral g Relative Performance is -5% to 5%;

or the fundamental outlook of the Company or sector is neutral.
Reduce R Relative Performance is -5% to -15%;

or the fundamental outlook of the Company or sector is unfavorable.
Sell =4 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 5 KT Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral g Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform S KT 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) Global Prosperity Financial Company Limited and/or its subsidiaries do not hold equal to or more than 1% of the market capitalization of the issuer
mentioned in this Research Report.

(4) Global Prosperity Financial Company Limited and/or its subsidiaries have not had investment banking relationships with the issuer mentioned in this
Research Report within the preceding 12 months.

(5) Global Prosperity Financial Company Limited and/or its subsidiaries are not making a market in the securities in respect of the issuer mentioned in this
Research Report.

(6) Global Prosperity Financial Company Limitedand/or its subsidiaries 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 Global Prosperity Financial Company Limited
and/or its subsidiaries.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Global Prosperity Financial Company
Limited. Global Prosperity Financial Company Limited 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 Global Prosperity Financial Company Limited 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 Global Prosperity Financial
Company Limited.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Global Prosperity Financial
Company Limited 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 Global
Prosperity Financial Company Limited and its group companies to any registration or licensing requirement within such jurisdiction.
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