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Fight Anti-rat race by reducing production & Develop rPET and other product technologies
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Summary

» The company is a leading domestic enterprise in the research, development and production of polyester
materials. It has an annual production capacity of 3 million tonnes of bottle-grade chips and is one of the
world's largest producers. Currently, China accounts for nearly 50% of the global polyester bottle production
capacity, making it the world's largest producer and consumer. In terms of the competitive landscape in the
domestic market, the industry leaders include Yisheng, CR Materials, Sanfangxiang and our company. As of
the end of 2024, these four manufacturers' total production capacity was around 15.49 million tonnes, and
domestic industry concentration (CR4) had increased further to over 80%. Compared to overseas equipment,
China relies primarily on large-scale new installations, which offer significant advantages in terms of both
efficiency and cost.

» Under the backdrop of overcapacity, the industry has started to experience a 'reverse internal competition'. In
2024, a total of 4.17 million tonnes of new polyester bottle flake production capacity was invested in China,
increasing from 16.61 million tonnes at the end of 2023 to 20.43 million tonnes at the end of 2024 — a year-
on-year increase of 28%. Due to the concentrated deployment of new polyester bottle chip production capacity,
industry competition has intensified and the average processing fee has decreased by over 30% compared to
last year. The company's polyester bottle chip processing fee has fallen in line with market trends, resulting in
a significant decline in gross profit and margin in 2024. In July 2025, the company announced plans to
gradually reduce its PET production in the near future, based on the overall industry situation and the
company's production and operational needs. This production reduction and maintenance involves 600,000
tons of PET production capacity, accounting for 20% of the company's total.

» The company holds a 7.5222% stake in Lingxin Qiaoshou and has established a 'High Performance Materials
Joint Laboratory' with them. We will collaborate extensively on the development of new materials, process
optimisation and the application of robotic structural components. Monthly orders for the Linker Hand series
dexterous hand exceed a thousand units, ranking it among the top products in the industry. It is widely used in
fields such as scientific research, medical assistance and industrial automation. Its revenue is not currently
included in the company's consolidated financial statements. Kaipuqi, a wholly-owned subsidiary of the
company, has set up an injection moulding division. Focusing on continuous material modification, the
division will provide comprehensive support for Lingxin Clever's "plastic instead of steel" structural
components, integrating "material formula optimization, mold development, and injection molding" to
accelerate the transformation of scientific research achievements into industrial applications.

» The production technology in the polyester bottle flake industry is constantly advancing, with improvements
and innovations being made to the production process. New products and technologies, such as rPET, are
constantly emerging and finding applications in a wider range of fields. Alongside the ongoing development
of polyester bottle-grade slicing products, the company has developed a comprehensive range of technologies,
including rPET, with the aim of enhancing the performance of polyester and expanding the range of
applications for polyester materials, while creating an advanced polyester technology platform.

» Risk warning. Market risk; Exchange rate fluctuation risk; Risk on the raw material side.
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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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