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25H1 Va&4 A AR 3K 72.1%, %35 T3 7= 8K
25H1 Profit +72.1% YoY & Release of new production capacity
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» The net profit increased by 72.1% YoY in 2025H1. In 25H1, the company achieved a revenue of 13.96 billion
yuan (+4.4% YoY); The net profit was 1.792 billion yuan (+72.1% YoY). In 25H1, the increase in company
revenue is mainly due to the growth in revenue of the animal nutrition division. The increase in net profit
attributable to the parent company is mainly due to: (1) an increase in sales of products (including monosodium
glutamate, threonine, and lysine) and a decrease in the cost of major raw materials (including corn and coal),
resulting in an increase in gross profit, thereby increasing the profit attributable to shareholders; And (2) received
compensation of RMB 233 million from Xinjiang Meihua and MeiHua Holdings Group.

What’s New

> Release of new production capacity. In 2025H1, the newly added production capacity of 400,000 tonnes of
monosodium glutamate was fully operational. The increase in methionine sales reflects the market's acceptance
of the company's additional 20,000-tonne methionine production capacity, which is scheduled for completion in
2024. Similarly, the increase in lysine sales indicates that the market has accepted the company's additional
production capacity of 100,000 tonnes of methionine, which is scheduled for completion in 2024.

» Breakthroughs have been made in the internationalization process. The company's first overseas
production base in Kazakhstan started construction in 25H1. The investment target for the first phase of
Kazakhstan's development is approximately USD350 million. The company plans to manufacture and sell
animal nutrition and high-end amino acid products in the first stage of development.

What’s Different

» Product prices are under pressure. In 2023H1, demand for monosodium glutamate in the food and beverage
market remained sluggish, resulting in weak downstream customer demand and prices for monosodium
glutamate remaining low. According to Sublime China, the average 25H1 monosodium glutamate price was
around RMB 7180 per tonne (-9.1% YoY). Since 2024, the price of xanthan gum has gradually fallen back to a
relatively reasonable level, and new production in the 25H1 market has further put pressure on its price.
According to Sublime China, the average xanthan gum price in 25H1 decreased by 13.7% year on year to
approximately RMB 21,990 per tonne. Due to increased overseas demand, methionine and 98% lysine prices
will gradually rise from 2024H2. However, due to a lack of integration between methionine and 98% lysine
divisions, new production capacity continues to emerge in the market, putting pressure on prices. Prices of
methionine and 98% lysine failed to continue their upward trend in 2024H1, falling back to the level seen in
2024H1.

» The cost of raw materials and energy has decreased. In 25H1, corn kernels accounted for around 54.9% of
the total production cost (compared to 58.2% in 24H1). The average price of corn kernels in 25H1 was about
RMB 1,780 per tonne (-14.3% YoY). In 25H1, the total cost of corn kernels decreased by 1.7%, primarily due to
a year-on-year decrease in the average corn price. Coal costs represent the main energy cost. In 25H1, coal
accounted for approximately 16.0% of the total production cost (In 24H1, 16.6%). In 25H1, the average unit cost
of coal was approximately RMB 349 per tonne, representing a year-on-year decrease of 10.3%. The group's
main production base has its own power plant which purchases coal directly from local mines with which it has
signed long-term contracts. This ensures a steady supply of low-cost coal.

Action

>  Profit forecast. We expect that the company's net profit in 2025-2027 will be 3.039 billion yuan, 3.350 billion
yuan, and 3.647 billion yuan. Considering the valuation of comparable companies in the same industry, we have
given the company PE of 8.5x for 2025, which corresponds to TP of RMB10.29. Calculated at a Hong Kong
dollar to Chinese yuan exchange rate of 0.91, the corresponding target price is HKD11.30. We give the company
a "Buy" rating.

Risks

Risk of product price fluctuations, risk of raw material price fluctuations.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

or the fundamental outlook of the Company or sector is favorable.
Neutral o 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 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 bk Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.
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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).
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Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Global Prosperity
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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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