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Global leader in nitrocellulose & To see significant increase in net profit of 25H1
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APPENDIX 1

Summary

» The company is a global leader in nitrocellulose production. North Chemical Industry Co., Ltd. was
established in 2002 as a subsidiary of Sichuan North Nitrocellulose Co., Ltd. It is an integrated military-
civilian enterprise formed by China Ordnance Industry Group Co., Ltd. through the professional
restructuring of its nitrocellulose assets. The company was listed on the Shenzhen Stock Exchange in
2008. In 2013 and 2017, respectively, the company acquired Xiangyang 525 Pump Industry Co., Ltd.
and Shanxi Xinhua Chemical Equipment Research Institute Co., Ltd. It currently has three main
business areas: nitrocellulose; special industrial pumps; and activated carbon and protective equipment.
Since 2004, its nitrocellulose products have consistently ranked first worldwide in terms of production
and sales, with sales to over 50 countries and regions, including those in Asia, Europe and North
America.

» In 2025H1, net profit attributable to the parent company is expected to increase significantly year-on-
year. On 13 July, the company announced that it expects a net profit of between RMB 98 million and
RMB 111 million for the first half of 2025, representing a year-on-year increase of between 182.72%
and 220.23%. It is also expected that the non-recurring net profit for 2025H1 will be between RMB 71
million and RMB 84 million, representing a year-on-year increase of between 1,387.97% and
1,660.42%. The main reasons for the year-on-year growth in company performance in 2025H1 are the
increase in revenue and the improvement in product gross profit margin.

» The company is the industry's most comprehensive nitrocellulose manufacturer. It produces three main
product lines and four types of wetting agent, as well as over 80 grades of nitrocellulose. Industrial
nitrocellulose has a wide range of applications, including in coatings, celluloid and other fields, as well
as in high-end colour printing, environmentally friendly fireworks, weather modification and biomedical
membranes, to name a few. The company has grown to become the industry's most comprehensive
nitrocellulose manufacturer. Its marketing network spans over 50 countries and regions across Asia,
Europe, Africa, the Middle East, South America, North America and Oceania. Since 2004, it has
consistently maintained its leading position in terms of global production and sales, and it is one of the
three executive committee members of the World Nitrocellulose Manufacturers Association.

» The chemical defence and environmental protection industries business target the mid-to-high-end
market. The company's subsidiary, Shanxi Xinhua Chemical Defence Equipment Research Institute Co.
Ltd., is the only research and production unit in China that specialises in 'nuclear, chemical and
biological' defence equipment. Since its establishment, the Research Institute has focused on research in
the field of environmental protection, targeting the mid-to-high-end market. It is committed to
developing environmental protection equipment centred on activated carbon deep adsorption
purification devices and regeneration, and to providing users with environmental protection products
and services.

» The special industrial pump business has a high market share. The company's special industrial pump
series is developed and manufactured by its wholly owned subsidiary, the Pump Industry Company.
With over 40 years of R&D and manufacturing experience, the Pump Industry Company is the only
domestic enterprise to have introduced foreign technology for the design and manufacture of corrosion-
resistant and wear-resistant pumps, as well as special steel smelting and casting. The company possesses
core material casting advantages and has participated in formulating national standards for special steel
materials. Currently, there are over 650 product specifications across more than 30 series, capable of
meeting customers' personalised needs. The company holds a 70% market share in China for pumps
used in the phosphorous chemical industry and a 40% market share for pumps used in flue gas
desulfurization.

» Risk warning. Geopolitical risks, international trade risks, and market 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.

© 2025 Global Prosperity Financial Company Limited. All Rights Reserved.
Unit 2301, 23/F., 308 Central Des Voeux, 308 Des Voeux Road Central, Sheung Wan, Hong Kong



