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High performance organic pigment leader & Horizontally and vertically integrated expansion
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Summary

»  The company offers a comprehensive selection of organic pigments and colour schemes. Founded in 1995, Lily
Flower's main products include high-performance heterocyclic and azo pigments, traditional azo pigments,
organic pigment intermediates and pearl pigments. Its high-performance organic pigments include quinacridones,
pyrrolopyrrolidinediones (DPP), indolines, dioxazines, metal complexes, phthalocyanines, benzimidazolones and
phenols. Traditional azo pigments include lake red, diazo yellow, Hansa yellow, monoazo orange, diazo orange
and phenols. Downstream applications of organic pigments include inks (40%), coatings (28%), plastics (27%),
and other industries. Lily group is one of the few domestic production enterprises with the ability to produce a full
spectrum of pigments. It currently has over 50 pigment production lines and produces more than 200 types of
pigment, covering a wide range of application fields and meeting the varied needs of downstream industries for
organic pigments. Global consumption of organic pigments was approximately 400,000 tonnes in 2024, and the
company's production capacity is over 40,000 tonnes, accounting for around 10% of the global market share.

» Horizontal integration is expected to increase the proportion of high-performance organic pigment products in the
company's portfolio. These high-performance, environmentally friendly pigments are primarily used in premium
inks, automotive paints and plastics for children's toys. Currently, China is highly dependent on imports. The
company independently develops and produces various high-performance, environmentally friendly organic
pigments. These pigments have achieved technological breakthroughs and developments in application fields
such as automotive coatings, food packaging, children's toys and specialised customised printing inks. High-
performance pigments applied to electronic chemicals have also achieved technological breakthroughs and have
been validated by downstream customers.

»  The company has a relatively complete product chain self-matching system through vertical integration. Using
basic chemical raw materials and intermediates, the company produces key intermediates required in the organic
pigment production process through chemical synthesis. These include 4-chloro-2,5-dimethoxyaniline (4625) and
the phenol series DB-70, DMSS. The self-produced capacity of intermediates such as chlorobenzonitrile meets
most of the company's production needs. We have invested in Inner Mongolia New Materials and acquired a
controlling interest in Yuansheng Sodium, which guarantees the supply of raw materials such as naphthol and
metallic sodium. According to the company's external investment announcement, it plans to invest 1 billion yuan
in an industrialisation project for high-performance organic pigments and supporting materials. It is expected that
the new project will generate an annual output value of approximately 1.7 billion yuan once production capacity
is reached.

»  The company has two main areas of business: "chemical materials" and "new energy materials". The company
has established a new energy materials research institute and formed a core team for the new energy business. The
team's core members have extensive technical expertise and industry experience. The company's core businesses
of pigment manufacturing and new energy materials belong to the chemical industry and use production processes
with strong similarities. Building on years of accumulated process technology and through continuous
technological development and process innovation, the company has mastered the core technologies of new
energy materials, such as lithium carbonate and Prussian blue (white).

»  Risk warning. Downstream industries such as ink, coatings, and plastics experience cycles, market competition,
and fluctuations in raw material prices.
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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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