Charles Zhuang £ R4

SFC CE: BTE209 @nle
#44%: zhuangcharles; W.7%: (852) 9748 7114; R B WA PR3]
22 Oct 2025

¥ J+#| Stanley Agriculture Group (002588.CH)
AR FKA L, BACIHTR B 2 E 4T

Leading compound fertilizer enterprise & Phosphorus chemical new project operation improves
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»  The recurring net profit for 2025Q1-Q3 increased by 31.2% YoY. In 25Q1-Q3, the company's operating revenue was
9.29 billion yuan (YoY +17.9%); The net profit was 815 million yuan (+22.7% YoY); The net profit was 754 million yuan
(+31.2% YoY). In 25Q3, the company's operating revenue was RMB 2.9 billion (YoY +31.4%); The net profit was 208
million yuan (+35.4% YoY); The recurring net profit was RMB 182 million (+33.9% YoY).

What’s New

» The gross profit of compound fertilizer continues to increase. The core reasons for the continuous improvement of
the company's compound fertilizer gross profit include three aspects: firstly, the optimization of product structure, and the
increase in the proportion of high gross profit core products in the company; Secondly, the ability to control raw materials
has been enhanced, with an increase in the company's direct supply of potassium fertilizer, precise control over the
fluctuation cycle of nitrogen and phosphorus raw material prices, and a year-on-year decrease in costs; Thirdly, the
channel and pricing strategy are effective. The company has not lowered or guaranteed prices in the Northeast market,
with stable terminal prices, avoiding profit transfer, reducing intermediate links in channel sinking, and improving capital
turnover.

» The operation of the new phosphorus chemical project has improved. As of August 2025, Songzi New Materials
Company has reached its designed production capacity for phosphoric acid, which can exceed production by 20%.
Refined phosphoric acid and ammonium phosphate maintain a high load; Lihe Fertilizer Industry is affected by insufficient
supply of sulfuric acid, with a capacity utilization rate of about 60%. It prioritizes the production of high gross profit
58%/60% monoammonium phosphate and ensures operation through "production based on phosphoric acid". Songzi
produces industrial ammonium and is partially self-used to producing water-soluble fertilizers, especially in May and June
when the demand in the northwest market is high. In 25H1, the company's sales of monoammonium phosphate showed
a net increase, and the Songzi base has not yet achieved large-scale production in 2024H1. The new increment in 2025
mainly comes from Songzi New Materials Company.

»  Horticultural fertilizers will maintain high growth in the future. The rapid growth rate of the company's horticultural
fertilizers is due to the expansion of product categories to include seedlings, balcony tools, and other package products,
forming collaborative sales; Relying on e-commerce channels for live streaming and multi-platform operations, the
repurchase rate has significantly increased. In the product portfolio, the combination of fertilizers, seedlings, and tools
has a significant sales effect, especially in urban balcony gardening scenes where demand has grown significantly. The
company's horticultural fertilizer will maintain high growth in the future, with the goal of becoming a leading enterprise in
the segmented field.

What’s Different

> As aleading enterprise in compound fertilizers, the trend of increasing market share of the company will continue.
In the next 1-2 years, the company's market share is expected to further increase, as small and medium-sized enterprises
continue to exit due to weak ability to cope with fluctuations in raw materials, insufficient channel sinking, and rising
environmental costs. The company will seize market share through capacity layout, deep channel cultivation, and product
advantages. The profitability of small and medium-sized enterprises in compound fertilizers is generally poor, and their
exit has been obvious in recent years. The main reasons include insufficient procurement and inventory management
capabilities of small and medium-sized enterprises during severe fluctuations in raw material prices, chaotic control of
terminal prices due to insufficient channel sinking, profit losses caused by price protection policies, and the increase in
environmental protection and safety compliance costs squeezing their survival space.

Action

>  Profit forecast. We give the company net profit of RMB 1.007 billion, RMB 1.174 billion, and RMB 1.409 billion for 2025-
2027, based on the valuation of comparable companies in the industry. Considering that the company is a leading
enterprise in the compound fertilizer industry, a certain valuation premium is given, we give the company 12x PE for FY26,
corresponding to TP of RMB 12.24. We initiate with “BUY" rating.

Risks

The risks of fluctuations in raw material prices, lower than expected downstream demand, market competition, and
environmental policies

See the last page for disclaimer 4



@nle
g

i

AATIRE AL, AFPELFATMEMAKE, AEELTFEERFERT S
A, EBF BT ARTHAT AL,

ZSHTIE 2022-2024 S GALIR T i@ B FRAFSCER, BITA 2022 SR AF L B T A4
HLAHE — 4, Z AT 2025 SFHeAIRIR'E BRIV A Rond), S48 E 20T ndt
AAAT . IR I AT FRN ) 2 — RAEB G H AT, R T 2014

.

EHATIRG JE wind K A 3RE AL 600 B, £EBEZE A BRI IAT LB R A
ReRATI, TEEEZFRILOIBEE. R, A4k, B, s, 2 FiF. @
MRS, BEMNG QK RELER. FEHHER., FERESLE, FH40
fe. BEFER. PRI, PEES. HHRRL. KHER. FEEHL

F. PEMMEERD. BEFER. RENLL, BT E,

#1%: zhuangcharles
#48: charles.zhuang@gpf.com.hk
W,7%: (852) 9748 7114; (86) 188 01353 3537

See the last page for disclaimer 5



pend| P

open platform for decentralized 1P

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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