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Leading mining service enterprise & Committed to transforming into military industry
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What’s New

» Acquiring Dalian Changzhilin Technology Development to strengthen the company's defense equipment
division. To strengthen the company's defense equipment sector and enhance its future financial and sustainable
operating capabilities, its subsidiary Hongda Defense plans to acquire 60% equity of Dalian Changzhilin Technology
Development for cash of 1.02 billion yuan. After the completion of this transaction, Hongda Defense will become
the controlling shareholder of Dalian Changzhilin Technology Development. Chang Zhilin's main business is the
research and manufacturing of aviation components, including aviation engine parts, pipeline connectors and
combination conduits, aviation fasteners, insulation products, etc. The main financial indicators of Chang Zhilin are
as follows: In 2024, the total operating revenue was 731 million yuan, and the net profit attributable to the parent
company was 156 million yuan; From January to March 2025, the total operating revenue was 179 million yuan,
and the net profit attributable to the parent company was 30.4397 million yuan. As of September 26, 2025, the
acquisition of Changzhilin by Hongda Defense has completed the industrial and commercial registration and filing.
The company is actively promoting the subsequent equity transfer-related work.

» Prepare for the infrastructure construction of Yaxia Hydropower Station. The company has a total capacity of
15000 tons of civil explosives in Xizang. The company will make full preparations, including but not limited to civil
explosive production capacity, technical personnel, intelligent equipment and other resources, and actively
participate in the infrastructure construction of the the Yarlung Zangbo River River downstream hydropower project.
However, it is uncertain whether the company can participate in the hydropower project in the future.

What’s Different

» Promote the integration of the civilian explosive sector and firmly transform into the military industry. The
company's primary strategy is to firmly transition to the military industry; At the same time, we will actively promote
the merger and integration of the civil explosive sector to ensure and optimize the company's cash flow; Finally, we
need to strengthen the development of mining services business to ensure the company's performance. The
company is committed to becoming a globally renowned military enterprise with core competitiveness, a leading
mining service enterprise with global influence, and the leading civilian explosive enterprise with the highest national
explosive production capacity share.

» The company continues to cultivate key markets in Xinjiang, Xizang and overseas. As of August 2025, the
company's orders in hand for mining services have exceeded 35 billion yuan, and its market share has steadily
increased. Among them, the revenue of mining services projects in Xinjiang and Xizang has increased significantly
by 121.27% and 45.11% year on year (excluding the combined impact of Xinjiang XuefengSci-Tech). The Yulong
project realizes high-altitude intelligent blasting, using intelligent drilling machines, open-pit mine intelligent blasting
control systems, intelligent mine comprehensive control platforms, and intelligent blasting design software 3Dmine
Plus. In the international market, 25H1 has newly expanded into the Sierra Leone market. The acceleration of
overseas market layout has also shown results, with overseas mining service 2025H1 revenue increasing by
18.87% year-on-year. The company's internationalization strategy is led by military trade, mining services first, and
civilian explosives landing.

Action

»  Profit forecast. We predict that the company's net profit from 2025 to 2027 will be 1.158 billion yuan, 1.383 billion
yuan, and 1.634 billion yuan, respectively. Referring to companies in the same industry and considering the
company's valuation premium as a leading mining service company, we will give the company 25.5x PE for FY26,
corresponding to TP of 46.41 yuan. We initiate with “Buy" rating.

Risks

Policy risks, safety production risks, geopolitical risks, and market risks.
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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.

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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