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Profit under pressure in 25H1 & To acquire 100% equity of Nantong Xingchen
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APPENDIX 1

Summary

» The company is a leading domestic epoxy resin enterprise. Its basic raw material and intermediate
business includes products such as propylene, phenol, ketone, epichlorohydrin and caustic soda. By
2024, the Lianyungang carbon industry chain base will be fully operational. The company's high-
performance material products currently include epoxy resin, ABS, Aramid, nylon 66 and functional
fine chemicals. The company has become a leading domestic epoxy resin enterprise and has established
an integrated, full industry chain of 'PDH propylene, phenol, acetone and bisphenol A/epichlorohydrin
epoxy resin'.

» Plan to acquire 100% of the equity in Nantong Xingchen. The company intends to issue shares in order
to purchase this equity. Nantong Xingchen is a wholly owned subsidiary of China Bluestar (Group) Co.,
Ltd. Nantong Xingchen is a manufacturing, research and development, and sales base for new chemical
materials such as polybutylene terephthalate (PBT), polyphenylene ether (PPE), modified engineering
plastics, bisphenol A and epoxy resin in eastern China. It is operated by China National Chemical
Corporation (ChemChina). It has multiple large-scale production facilities for PBT, PPE, bisphenol A
and epoxy resin, with a total production capacity of over 400,000 tonnes.

» In 25H1, operating performance was loss-making, with the loss on newly installed equipment narrowing
compared to the previous period. According to the performance forecast for 2025H1, the company's net
profit is expected to be between -807 million and -949 million yuan, while the net profit after deducting
non-recurring expenses is expected to be between -761 million and -895 million yuan. In the first half of
2025, the industry environment in which the company operates will remain sluggish, with the domestic
chemical price index operating at a low level and the prices of major products remaining at historical
lows. However, by continuously strengthening its operational excellence, the company has begun to
realise the efficiency and cost advantages of its integrated industrial chain, and the losses of new
facilities have narrowed compared to the previous period.

» The volume of basic raw materials and intermediates is increasing, which is putting pressure on the
polymer additive business. In the first half of 2025, revenue in the basic raw materials and intermediates
sector is expected to increase by 25-35% compared to the same period last year. Sales are expected to
increase by 30-45% and the gross profit margin is expected to increase by 0.5-3 percentage points.
During the same period, revenue in the high-performance materials sector decreased by 3-8%, while the
gross profit margin increased by 3-8%. The polymer additive sector was affected by the introduction of
new production capacity in the industry in the first half of 2025, resulting in a year-on-year decrease of
about 15% in product prices and a decrease of about 13-20% in revenue. The gross profit margin
remained basically unchanged compared to the same period last year.

» The production capacity of high-performance materials such as aramid and nylon 66 has increased. The
company's 5,000-tonne-per-year para-aramid production line is currently operating at full capacity,
leading the domestic market share in areas such as safety protection and fibre optic cable reinforcement.
Additionally, the company has successfully completed the 2,500-tonne-per-year expansion project for
para-aramid, which is now operational. The 40,000-tonne-per-year nylon 66 and 25,000-tonne-per-year
intermediate projects at the company's Zhongwei base use independently developed process routes and
new catalysts, breaking the long-term monopoly of multinational companies on key raw material
technology and supply.

» Risk warning. Product price fluctuations; The promotion of downstream applications did not meet
expectations; The construction progress is not as expected.
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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.
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