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Anti internal competition & Expands resource recycling and recycled materials
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Summary

» For many years, the company has been deeply involved in the polyester industry, carefully planning the
industrial structure and integrated layout around the 'PTA-bottle-grade polyester-slicing' industry chain.
Through technological transformation and the advantages of new production capacity, our aim is to achieve
the comprehensive development and efficient utilisation of resources and energy, reduce the energy
consumption and product costs, improve the operational efficiency of equipment, enhance the company's
business competitiveness and comprehensive management capabilities, and promote the company's high-
quality development. The company's two bottle chip fundraising projects, the 1.5 million tonne green
packaging new materials project at Xingjia New Materials and the 1.5 million tonne green multifunctional
bottle chip project at Xingye Plastics, will be put into operation in July 2023 and May 2025 respectively.

» In 2024, the downstream consumption of polyester bottle flakes showed a moderate growth trend. According
to CCF data, annual production was 15.56 million tonnes, an 18.80% year-on-year increase, while annual
consumption was 14.97 million tonnes, a 20.63% year-on-year increase. The soft drinks sector remains the
largest application area for polyester bottle flakes, accounting for 73.25% of the market. In 2024, domestic
soft drinks manufacturers will increase production at new factories, accelerating the growth rate and
accounting for around 39% of total PET demand — the main component in the downstream consumption of
polyester bottle flakes. Although the operating rate of the sheet industry remains low, demand for the year as
a whole is still significantly higher than last year, with continued growth in demand for packaging for fresh
produce, milk tea, coffee and other products.

» In 2024, processing fees will remain under pressure, with 'anti-rat race' measures working together to maintain
market health. By the end of 2024, domestic industry concentration (CR4) will have increased further to over
80%. The short-term expansion of domestic production capacity has put pressure on capacity utilisation, and
processing fees will remain under pressure. Due to industry factors and the rapid deployment of new
production capacity in the polyester industry chain, there was a mismatch between market supply and demand
in 2024, leading to fierce market competition. Prices of the company's main products decreased, the processing
gap narrowed and gross profit margins and profitability levels declined. The company will continue to monitor
market trends and industry developments closely, strengthening communication and exchange with industry
associations and leading enterprises to maintain market health.

» Accelerate progress on the PTA technological transformation project and actively expand into the fields of
resource recycling and recycled materials. The company is speeding up construction of the 3.2 million tonne
PTA technological transformation and expansion project at Hailun Petrochemical. It is also enhancing its
market dominance and industry competitiveness by combining production capacity and cost control
capabilities. It is currently expanding into the fields of resource recycling and recycled materials by renovating
production facilities and developing functional recycled PET products, thereby enhancing its competitive
advantage.

» 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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