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Date Industry

2013/07/09 Logistics
HK$0.68 HK$0.91

Share Information

Stock Code 997
Outstanding Shares (bn) 1.90
Market Cap (HK$bn) 1.29
6-mth Avg Daily Turnover (HK$mn) 2.96
12-mth High/Low (HK$) 0.75/0.24
CFPS (HK$) 0.00
BVPS (HK$) 0.00
P/E (x) NA
P/B () 27.30
ROA (%) -58.9
ROE (%) -15.2
Debt/Equity (%) 12.0
Div. Yield (%) 0.00

Source : Bloomberg, Emperor Securities Research
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Company Research Report

Chinlink International
Holdings Ltd.(997.HK)

The Future Leader of Modern Logistic Centers:
Expanding Nationwide

Initiation: Buy

Transforming into an integrated logistic, financial and information service
provider: Wealth Keeper International Ltd. became the controlling shareholder
of Chinlink International Holdings Limited (a.k.a Chinlink), (formerly known as
Decca Holdings Limited), a listed company, after transfer of shares in Jan 2012.
The company is then renamed as Chinlink International Holdings Limited. After
restructuring, the company will focus on the development of a Shaanxi logistics
center project. In addition to traditional services such as warehousing and
transportation, it will extend its business to modern logistics value-added ser-
vices, including logistics information platform, financial logistics, processing and
distribution.

Development strategy of the Shaanxi logistics center: The company will
operate logistics centers mainly in Xi'an and Hanzhong in Shaanxi province.
Logistics centers in Xi'an, such as Daminggong, Huijing and Yuanli will serve as
pilot projects for the company's financial logistics business model. The company
will then develop and operate a 3700-mu Hanzhong logistics park on its own,
and later on extend its expertise to other specialty logistics, including cold chain
logistics, FMCG logistics, customs declaration and bonded warehouses.

Broad customer base and full support from provincial government: The
company has over 7,700 customers in Shaanxi, which provide a solid foundation
for the development of modern logistics. Developing logistics centers will bring
economic benefits to the area, including increase in jobs, taxes and GDP. Also,
it can enhance the city's public image. Therefore, the provincial government fully
supports the company's development.

Valuation : We believe that currently Chinlink has excellent prospects because:
1) Hanzhong City has huge logistics market opportunities; 2) The group has
developed a modern logistics center with various value-added services. The
group also has a huge customer base; 3) The group received government sup-
port to develop logistics centers and secured financing business in order to
enhance local economic development; 4) The group cooperated with excellent
logistics system developers to enhance trading efficiency in Xi'an and Hanzhong
City logistics parks, thereby enhancing the overall trading volume and market
position. We set Chinlink’s target price at HKD0.91, implying a potential increase
of 34% from current level and a 2015 P/E ratio of 8.0 times. We initiate coverage
on Chinlink with a buy recommendation.

Financial Information

Year Ended 30 Mar FY12 FY13 FY14E FY15E FY16E
Revenue (HK$mn) 173 161 265 746 559
Growth (%) 4% 7% 64% 182% -25%
Net Profit (HK$mn) 8 -23 2 216 172
Growth (%) -42% NA NA  12782% -21%
EPS (HKS) 0.01 -0.01 0.00 0.1 0.09
Growth (%) -42% NA NA  12782% -21%
P/E (x) 135.9 NA 769 6.0 7.5
DPS 0.00 0.00 0.00 0.00 0.00
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Source : Bloomberg, Emperor Securities Research
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Industry Review

China’s cost of logistics as a percentage of GDP | The cost of logistics as a percentage of GDP in China was almost twice the level

was 18.1%, almost double the level of developed in the EU and the US in 2011. China’s cost of logistics as a percentage of GDP was

economies such as EU (8.2%), US (9.4%). 18.1% (See figure 1), almost double the level of developed economies such as EU
(8.2%), US (9.4%). Such ratio in India, another BRIC country, was 5.1ppt lower than
China. We believe it implies there is ample room for improvement -to increase efficiency
and reduce logistics costs in China.

Figure 1: Logistics cost as a percentage of GDP, 2011
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Source: China Federation of Logistics and Purchasing

the number of logistics parks increased from 207 in Rapid growth of China’s logistics industry: According to statistics from the China

2006 to 754 in 2012, with the CAGR being 24%. Federation of Logistics and Purchasing, China's logistics industry's contribution to GDP

This shows the industry was growing very rap/d/y haS inCreased from RMB 1698 tl’illion in 2007 to RMB 35 tri”ion in 2012, and the SiX'

and the demand was very large. year CAGR was 15.6 % (See figure 2). In addition, the number of logistics parks
increased from 207 in 2006 to 754 in 2012, with the CAGR being 24% (See figure 3).
This shows the industry was growing very rapidly and the demand was very large.

Figure 2: China’s logistics sector contribution to GDP
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Figure 3: Number of logistics park in China
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Source: The 3rd Investigation Report of National Logistics Park, 2012
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In light of the government’s support in the develop- Given the relatively small number of logistics centres in the Northwestern region,
ment of the western part of China, lower labour the trend of “plants moving west” would bode well for the logistics industry in the
costs and increasingly favourable policies in the | region: According to China Federation of Logistics and Purchasing, there are currently
area, we think the relocation of labour-intensive = 64 logistics parks in the northwest economic zone (See figure 4), the second least out of
plants to the region will increase, boosting demand @l the economic zones. It accounted for just 8.5% of the 754 logistics parks nationwide,
far below the level at the middle reaches of the Yangtze River (139) and coastal areas in
the North (128). Merely 14 parks are under operations in the northwest economic zone,
while 25 are under construction and 25 are under planning. In light of the government’s
support in the development of the western part of China, lower labour costs and
increasingly favourable policies in the area, we think the relocation of labour-intensive
plants to the region will increase, boosting demand for logistic park in the region.

for logistic park in the region.

Figure 4: Distribution and status of logistics parks in China

Economic Zone In operation Under Under planning Total
Northern coastal 88 35 5 128
Yangtze River 40 31 68 139
Northeast 26 23 7 56
Eastern coastal 65 14 14 93
Middle range of Yellow River 35 47 11 93
Southern coastal 52 25 6 83
Northwest 14 25 25 64
Southwest 28 41 29 98
Total 348 241 165 754

Source: The 3rd Investigation Report of National Logistics Park, 2012

Area coverage and the investment scale of logistics centres in China: Currently,
most of the logistics centers in China cover a relatively small area, approximately 73% of
the logistic parks have less than five square kilometers of area. 46% of the logistics park
cover an area of 0.1 to 1 square kilometers, 14% with 1 to 2 square kilometers, and 3%
with 3 to 5 square kilometers. 10% and 17% are of 5-10 square kilometers and over 10
square kilometers (See figure 5). In addition, approximately 44% of logistics centers
have a scale of investment of RMB100mn-1bn, about 14% have below RMB 100
million, while 14% are of RMB 5 bn or more (See figure 6).

Figure 5: Area of logistics parks
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Source: The 3rd Investigation Report of National Logistics Park, 2012

Figure 6 Capital expenditure for logistics parks
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Source: The 3rd Investigation Report of National Logistics Park, 2012
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Traditional functions, such as warehousing, trading, Few logistic centers in China have value-added functions: Traditional functions,
and transportation are still the major functions of ~ SUch as warehousing, trading, and transportation are still the major functions of current
logistics centers in China. Meanwhile, relatively few logistics centers perform value-
added functions. Among all logistics centers, 95% provide warehousing, 83% provide
transportation, 83% provide distribution, 68% provide marketplace, 66% provide transit
services and 61% provide freight forwarding. Only 46% of logistics centers provide
processing services, 27% provide customs services and merely 16% provide financial
services. In view of the scarcity of existing logistics centers offering value-added
services, we believe that the logistics centers capable of providing such services will
enhance overall logistics efficiency and competitiveness. (See figure 7)

current logistics centers in China. Meanwhile, rela-
tively few logistics centers perform value-added
functions.

Figure 7: Major functions of logistics parks in China

Warehouse 95%
Transportation 83%
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Source: The 3rd Investigation Report of National Logistics Park, 2012

The economic growth in China slowed down to The GDP growth in Shanxi is higher than the national level: The economic growth in
below 10% since 2007, yet the growth rate of China slowed down to below 10% since 2007 (See figure 8), yet the growth rate of
Shanxi has persisted at over 13%. In 2011, Shaanxi Shanxi has persisted at over 13%. In 2011, Shaanxi registered a GDP growth of 13.9%,
which was 4.7ppt higher than the national level. In 2011, Shanxi’s GDP increased by
14% to RMB 1251 billion, which was ranked no. 17 out of 31 regions. Among the five
north-western provinces, Shanxi has the highest GDP, which doubles the second-
placed Xinjiang’s GDP (RMB 661billion). Furthermore, Shanxi’s fixed asset investment
was as high as RMB 943 billion, more than twice the level of Xinjiang (RMB 463 billion).
To sum up, it can be seen that Shanxi is the most prosperous region among the five
north-western provinces (See figure 10).

registered a GDP growth of 13.9%, which was
4.7ppt higher than the national level.

Figure 8: China and Shaanxi Province GDP Growth Rate
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Source: National Bureau of Statistics of China

Figure 9: Gross Regional Production Output of the 5 provinces in Northwest China, 2012
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mure 10: Total Investment in Fixed Assets of the 5 Provinces in Northwest China, 2012
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Source: National Bureau of Statistics of China

Shanxi’s wholesaling, retail trades and cargo volume saw a rapid growth:
Wholesale and retail trades in western Shanxi was RMB 1.036 billion in 2011,
representing an increase of 21%. Wholesale and retail trades in Shanxi registered a
CAGR of 27.6% over 2007-2011 (See figure 11). In addition, Shanxi’s cargo volume was
RMB 1.209 billion in 2011, which accounted for 3.27% of China’s total cargo volume. We
estimate that the booming wholesale and retail trading activities in the area would boost
the demand for logistics services. (See figure 12)

Figure 11: Shaanxi Wholesale and Retail Trades Sector Output
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Figure 12: Cargos Trading in Different Regions of China, 2011
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After restructuring, the Group’s business will trans-
form from interior design and decoration business to
developing the logistics center in Xi'an, Shaanxi
Province. Chinlink International will introduce mod-
ern logistics management to develop a modern
logistics center.

Investment Highlight

Transforming into an integrated financial and logistics service developer: Chinlink
International Holdings Limited (referred to as "Chinlink"), (formerly known as "Decca
Holdings Limited") has completed the transfer of the controlling rights and a business
restructuring with Decca. After Wealth Keeper International Ltd. became the listed
company's controlling shareholder, the company's name was changed to "Chinlink
International Holdings Limited." After restructuring, the Group’s business will transform
from interior design and decoration business to developing the logistics center in Xi'an,
Shaanxi Province. Chinlink International will introduce modern logistics management to
develop a modern logistics center. The services provided by the center will not only
include traditional warehousing and transportation services, but also other value-added
services as illustrated in the modern logistics services triangle (See figure 13). Chinlink
entered into a strategic agreement with the local government to formulate a plan to
exclusively co-develop the logistics park in Hanzhong City totaling 3,700 mu ( 2.53 sq.
km), which is the first large-scale modern logistics park pilot project in Xi'an.

The operating model of the modern logistics center in Hanzhong: After the logistics

Figure 13: Modern Logistics Services Triangle Philosophy of Chinlink

Goods
Flow

Marketplace

Information

Flow

Source: Emperor Securities Research, Chinlink International Holdings Ltd.

center is built, it is expected to substantially increase the local market’s trading volume.
In response to the demand for freight transport, the Group offers traditional warehousing
and transportation services, bonded warehouses, collateral warehouses, processing,
packaging, and distribution. In order to enhance efficiency of local customers’ freight
transportation and satisfy such big demand for freight transaction, the Group setup an e
-commerce platform providing services such as industry information, electronic
transactions and online payment. The system will have important functions such as
freight information and the related cargo shippers pairing. To better address customers’
demand for capital, the Group will provide services such as guarantee financing. The
group provides supply chain financing services such as financing with the use of clients’
inventory as collaterals, cooperating with banks to make payment on behalf of
customers, discounted notes, import procurement etc. to help most of the customers to
solve core financing problems, thereby encouraging more customers to use the logistics
center and further enhance the market trading volume (See figure 14).

Figure 14: The Operating Model of Chinlink’s Logistics Park
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Source: Emperor Securities Research, Chinlink International Holdings Ltd.
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Currently, Hanzhong City, Shaanxi Province has
multiple specialized markets. The total industrial
production value was approximately RMB13.3 bn in
Hanzhong in year 2011. We believe that these
markets will lay a good foundation for Chinlink’s
development of the logistics center.

The Group will operate logistics centers locating in
Xi'an and Hanzhong City in Shaanxi Province.
There are three logistics centers -Daming Gong,
Huijing, YuanLi- in Xi'an that the Group will cooper-
ate with. The Group will be using these logistics
centers for trials of the logistics & financial business
model in Shaanxi.

The Group will expand its field of expertise to other
distinctive logistics centers, including a) cold chain
logistics, b) Fast moving consumer goods logistics
(FMCG), and c) providing consumers with import
custom clearance and bonded warehouses.

e Emperor Securities Limited

Hanzhong City in Shaanxi Province has a huge market potential for logistics:
According to BPS market research, currently, Hanzhong City, Shaanxi Province has
multiple specialized markets. The total industrial production value was approximately
RMB13.3 bn in Hanzhong in year 2011, which can be categorized into: 1. building ma-
terials and household goods market accounting for about RMB 5 bn; 2. metal and elec-
trical machinery market accounting for about RMB 1 bn; 3. Chinese medicine market
accounting for about RMB 2.6 bn; 4. tea market accounting for about RMB 2.2 bn, and 5.
agricultural products and dry goods market accounting for RMB 1.5 bn. Furthermore,
Shaanxi Province has a very large commodity trading market and many businesses. For
instance, Shaanxi Hanzhong Iron and Steel Group Company has 20,000 to 30,000 tons
of steel trading volume per year, implying a transaction amount of RMB 800 million;
Shaanxi Province’s coal output exceeds one-third of the country, and has 2.5 bn tons of
coal resources; Hanzhong zinc company, a reputable company, is engaged in non-
ferrous metals business; Yaobai cement Group and China National Materials are
leaders in cement and glass businesses. We believe that these markets will lay a good
foundation for Chinlink’s development of the logistics center.

Future development strategy of the Group’s logistics centers in Shaanxi: The
Group will operate logistics centers locating in Xi'an and Hanzhong City in Shaanxi
Province (See figure 15). There are three logistics centers -Daming Gong, Huijing,
Yuanli- in Xi'an that the Group will cooperate with. The Group will be using these logis-
tics centers for trials of the logistics & financial business model in Shaanxi. The Group
has signed logistics and financial service agreements with the 3 logistics centers,
providing value-added logistics services, financing guarantees and IT services. The
three logistics center covers a total area of 20 acres, which will be pilot projects in
Shaanxi. We expect the pilot projects will contribute to the Group's profitin 2014. Based
on the experiences of the three centers in Xi'an, the Group will develop and operate a
logistic center in Hanzhong city with value-added services (cargo flow, information flow
and capital flow) and other infrastructure (meeting venues and exhibition centers). The
first phrase will be as large as 500mu.

Figure 15: Chinlink’s Operating Bases in Xi’an and Hanzhong
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logistics park
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Source: Emperor Securities Research, Chinlink International Holdings Ltd.

Expanding to other distinctive logistics center in Shaanxi province: To fully lever-
age the Group's edge in modern logistics management, the Group will expand its field of
expertise to other distinctive logistics centers, including a) cold chain logistics, b) Fast
moving consumer goods logistics (FMCG), and c) providing consumers with import
custom clearance and bonded warehouses. Cold chain logistics: The Group will act as
an third party to provide customers with professional cold-chain storage and distribution
services, and to develop new markets and networks. FMCG logistics centers: the Group
will provide selection, packing, sorting, labeling, and distribution services, the future
target customer base includes supermarkets, convenience stores, large fashion stores,
sportswear chain stores, household and electrical appliances stores to meet fast grow-
ing demand for e-commerce. Providing customs clearance and bonded warehousing
services: after custom clearance at the logistic center, the Group can help customers
distribute imported goods to local markets in accordance to local market demand, and
exporting goods to other countries. We believe that the Group’s leading modernized
service will be able to accelerate the group’s expansion in different sectors, such as cold
chain logistics business logistics and FMCG logistics, and will lay a solid foundation for
future development of Hanzhong City’s logistic center into an international one.

WWW.EMPERORCAPITAL.COM 7
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Hanzhong Logistics Park strategically located at Superior location at a transportation hub: Hanzhong Logistics Park strategically
located at Hanzhong's logistics network and Special Economic Zone. It spans over three
logistic zones: 1. the Central region (Wuhan - Zhengzhou); 2. The northwest region
(Xi'an - Lanzhou - Urumgqi); 3. The Southwest region (Chongging - Chengdu - Nanning).
It is also connected to three Economic Zones: Jianghan, Chengyu and Guanzhong-
Tianshui. Hanzhong Logistics Park is only 10km from Hanzhong city and is connected to
many trunk roads, highways and railway, including the National Highway 108 (G108),
Buba Highway and the Yang'an Railway (See figure 16)

Hanzhong's logistics network and Special Econom-
ic Zone. It spans over three logistic zones

mure 16: The Premium Location of Hanzhong
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Source: Emperor Securities Research, Chinlink International Holdings Ltd.

The group has a large client base: The logistics ~The group has a large client base: The logistics parks at Daming Palace, Huijing,

parks at Daming Palace, Huijing, Yuanli and Pu- Yuanli and Puzhong Hanzhong have large client bases of ~3450, 210, 3400 and 750

zhong Hanzhong have large client bases of ~3450, | clients respectively. This advantage provides a robust foundation in providing modern

210, 3400 and 750 clients respectively. logistics. Hanzhong logistics park serves mainly in: 1.) Point-to-point transport; 2.) Less
-than-truck-load transportation; 3.) transportation hub network; 4.) Third-party
warehousing; 5.) Distribution centre and auto-replenishment for retails shops; 6.) Other
value-added services (See figure 17)

Government support due to economic benefits to local economies: Developing a
logistics centre brings economic benefits to the region. This includes more jobs,
increase in new plants and business developments, more tax revenue, higher GDP and
improvement of the region’s overall image. In December 2012, the group entered into an
agreement with the Hanzhong city’s Hantai district government (i1 Jz@fﬁm b A
and the Hanzhong logistics center development and management committee (| 1§31
CEBHRIES f‘ﬁﬁ’é?:} %) and made a refundable deposit of RMB25mn for the first
phrase of land requisition. Moreover, the Hanzhong government promised to build new
roads and related infrastructure in order to improve the transportation infrastructure
around logistics centre. With the benefits mentioned above, we strongly believe that the
government will be in favour of speeding up administrative and other approvals,
accelerating the development of the logistic center.

The group can leverage on BPS Global’s rich ex- Development of a logistic information system: In May 2013, the group entered into
perience to manage the daily operation of the lo- =~ an agreement with a subsidiary of BPS Global (a logistics consulting and system
gistic centre company registered in HK) to develop a new logistic information system for Hanzhong

logistic centre. BPS Global is experienced in information management, and the group
can benefit from such agreement to access real-time information for daily operation.
Information such as storage/inventory, transportation, distribution, processing and sales
can be provided to clients, and this will facilitate turnover. BPS Global is an experienced
logistic consulting company known in the nation. BPS Global’s experiences in managing
logistic projects include design, construction, application and operation. The group’s
cooperation with BPS Global will improve the logistic centre’s operation and lift
customers’ confidence.

WWW.EMPERORCAPITAL.COM 8
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The group provides financing guarantee by devel- Financing guarantee business model: Mainland SMEs generally encounter difficulty

oping an unique ‘inventory-as-collateral’ system. in financing through bank loans because they lack high-quality collaterals. To help meet

This eases clients’ liquidity. clients’ financing needs, the group provides financing guarantee by developing an
unique ‘inventory-as-collateral’ system. This eases clients’ liquidity. This system
operates as follows: 1.) Clients/tenants apply to the Group for financing; 2.) Clients store
inventory as collateral in the Group’s warehouses; 3.) After monitoring the quality of
collateral through the Group’s electronic platform, the group acts as a guarantor of the
customer ; 4.) The bank lend money to the client. See figure 17 for the flow. The Group’s
income is from: 1.) Guarantee fee (about 2-3% of the loan); 2.) Advisory fee (about 3%
of the loan); 3.) Investment income from wealth management products; 4.) Subsidies
from different levels of governments.

Figure 17: An Unique ‘Inventory-as-collateral’ system

2. Provide loan collateral Chinlink Monitor the collateral
Customer transfersinventory O] THN LA R, IT system trafks andmonitors theamountand
collateral to Chinlink’s . . moveanentofinventory collaterals
q Chinlink
NLINK IT Platform
i3

collateral warehouse
|
WP &

CH

1. Request financing
guarantee service T s e 3. Guarantee the loan
Customer approaches Guarantee Company Chinlink approaches a
Chinlink for guarantee on bank partner and reaches

securing bank loan agresment on loan
amount as a guarantor

m 4. Dispatch the loan T _BANK

e
w Bank dispatch theguaranteedloan ' ' l I
to the customer

Bank

Source: Emperor Securities Research, Chinlink International Holdings Ltd.

In November 2012, the Group and the Financial Support from Shaanxi province for financing guarantee business: Financing
Affairs Office of Hanzhong signed a memorandum guarantee business in Shaanxi is still at its infancy stage. Guaranteed loans in Shaanxi
of understanding that the group will open the first accounts for only RMB 30 mn (2.4% of the province’s GDP), but in Sichuan alone the
Who//y ownhed foreign enterprise in the guarantor amount Of SUCh |Oan |S RMB 154 mn (73% Of SIChuan'S GDP) We be“eve thIS
business in Shaanxi. In June 2013, the group was guaranteed finance industry in Shaanxi will grow very quickly to the level of its neighbor
licensed and had a capital of USD 30 mn(RMB province due to the development policy in Western China. There were 133 financing
186mn). guarantee firms in 2011, according to Shaanxi SME Credit Guarantee Society ("1 ifl1
=4 fﬁ E‘J%W&ﬁ). They were divided into three categories: 1.) 46 firms have registered
capital higher than RMB 100 mn; 2.) 40 firms have capital between RMB 30 mn to 100
mn; 3.) 47 firms have capital lower than RMB 30 mn. To meet the Shaanxi government’s
development needs; in November 2012, the Group and the Financial Affairs Office of
Hanzhong signed a memorandum of understanding that the group will open the first
wholly owned foreign enterprise in the guarantor business in Shaanxi. In June 2013, the
group was licensed and had a capital of USD 30 mn(RMB 186mn). (See figure18) The
Group ranks no.7 among the 10 biggest financing guarantee company in Shaanxi in
terms of registered capital.

Figure 18: Top 10 Financing Guarantee Firms in Registered Capital in Shaanxi, 2011

Registered Capital
Company Name (Unit: RMB Hundred
Million)

1 Xi'an Qujiang Cultural Industry Investment Guarantee Co., Ltd. 5
2 Xi'an Aerospace Base Credit Guarantee Corporation 5
3 Shaanxi Credit Re-guarantee Co., Ltd. 4.2
4 Xi'an Economic & Technological Investment Guarantee Co., Ltd. 3.3
5 Enterprise Finance Guarantee Co., Ltd. Shaanxi China 2.2
6 Xi'an Innovative Technologies Investment Guarantee 19
7 Xianyang City Credit Guarantee Co., Ltd. 15
8 Yangling Demonstration Zone SME Credit Guarantee Co., Ltd. 13
9 Shaanxi & Fujian-invested Guarantee Co., Ltd. 1.2
10 Hanzhong City Credit Guarantee Co., Ltd. 1.2

Source: Emperor Securities Research, Chinlink International Holdings Ltd.
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Advantage of secured financing business: Major advantages of providing
guaranteed financing services are a) the Group can understand the daily operations
and needs of customers, to establish a database of tenants including sales model,
inventory quantity / variety, and transaction amount / frequency/ methods, etc.; b) based
on the establishment of the database, our Group can provide more flexible financing
services to tenants in order to more effectively manage credit risk; c) As the tenants’
goods are stored in the warehouse managed by the Group, it dramatically reduce the
Group’s losses in case a customer defaults. Thanks to the IT system, we believe a
bigger synergy between the logistics business and secured financing business can be
realized.

The development of the Hanzhong logistic center : The area of the logistic center is
2.45 million square meters (3,681 mu), the main functions are to provide point-to-point
transportation, third-party storage, automatic replenishment services, retail services,
distribution services, etc. The center will be constructed in three phases. The first phase
will be completed by 2015 and be divided into Phase 1A and 1B while the second and
third phases will be completed in 2016 and 2017 respectively.

Phase 1A development: the Group will develop 284,000 square meters (426 mu),
including integrated functions and storage area of 60,300 square meters, 155,600
square meters of specialized markets, and business support area of 66,500
square meters. It focuses on the construction of commodity markets, warehouses
and other supporting facilities in order to promote and attract trading companies.
The project is expected to be completed by the end of 2014.

Phase 1B development: the Group will focus on the construction of a sizeable
commodity trading hub. The project is planned to be completed by the end of
2015.

Phrase 2 development: it will focus on the construction of road / rail and other
infrastructure. Residential and commercial areas will be built near the logistics
center, making the entire area a community, the project is planned to be
completed in 2016.

Phase 3 development: the Group will construct a digital information center, the
project is planned to be completed in 2017.
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Financial Information

By March of 2013, Chinlink ’s net asset value was HKD 39.9 mn, representing a 10%
growth YOY. The value of the unconverted convertible bond was HKD69.5 mn (2012:
HKD 0); total loans (convertible bond not included) was HKD 9.5 mn(2012: HKD 6.1
mn), including HKD 8.9 mn of short term borrowing (2012: HKD 5.2 mn). The new loan
was used to purchase properties; Asset to liability ratio was 0.24 (2012: 0.17). This
increase was due to the advanced deposit payment for land rental and short term
investment in unlisted bonds which account for HKD 31.2 mn and HKD 18.6 mn
respectively.

In addition, in June 2013,the group entered into a placing of HKD190 mn bonds with
non-listed warrants and a placement of HKD300mn convertible bonds. Detailed fund
raising activities are as follows:

On 10" June 2013, the Group issued 1-year bond with an annual interest rate of
6.5%, and the related warrants with a conversion price per Share of HKD 0.65
(assuming exercise of warrants of 293 million shares, accounting for
approximately 18.22% of the current total number of shares, and for
approximately 15.41% after the exercise ), the total amount of placing was HKD
190 mn. After deducting expenses, the net proceeds of HKD180 mn will be used
for the establishment of a wholly foreign-owned enterprises mainly for financing
guarantee business.

On 10" June 2013, based on the Best Effort Placing Agreement, the Group issued
two-year convertible bonds with an annual interest rate of 7.5%; Each warrant has
an exercise price of HKD 0.65 and the price per Conversion Share is HK $0.75
(assuming after the exercise of warrants and conversion of shares, 161,000,000
shares may be issued, representing approximately 43.10% of the current number
of shares, and approximately 30.12% after the exercise); total amount placed was
HKD 300 mn. After deducting expenses, the net proceeds of HKD282 mn will be
used as follows: a) approximately HKD 54 mn for the establishment of wholly
foreign-owned enterprises mainly for the financing guarantee business; b)
approximately HKD 190 mn relating to CAPEX of the Hanzhong logistics center;
and c) about HKD 37 mn for general working capital purposes.

The change in the shareholders’ stake is listed in figure 19.

mure 19: As of 28 June, 2013, The Change in Shareholders’ Stake

Before Placing

After Underwriting and Best

No. of Shares

Percentage (%)

No. of Shares

Percentage (%)

Mr. Li Weibin 1,196,303,160 63.03% 1,196,303,160 52.17%
Public Shareholders 701,707,143 36.97% 701,707,143 17.60%
Placees - - 693,000,000 30.22%
Total 1,898,010,303 100.00%| 2,591,010,303 100.00%

Source: Emperor Securities Research, Chinlink International Holdings Ltd.

Capital Expenditure

By the end of June 2013, after the completion of two funding raising activities, cash on
hand was approximately RMB 462 mn , it was expected to be used as follows: a) HKD
234 mn for the establishment of wholly foreign-owned enterprise mainly for the financing
guarantee business, b) HKD190 mn for the construction of Hanzhong logistics centers,
¢) HKD 38 mn for general working capital purposes. Management said that in fiscal year
2014 and fiscal year 2015, capital expenditures were approximately HKD 280 mn and
HKD 120mn.
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Earnings Outlook

We estimate that the group’s revenue would have a CAGR of 51% in 2014-2016, mainly
because the group aims at developing logistics park business in Shaanxi Province,
which has a very favourable prospect. Currently the group has various logistics park
customer bases, including the existing Daming Palace, Huijing, Yuanli and the future
Hanzhong logistics park, summing up to a total of approximately 7,700 customers.
Assuming each customer has an average annual guaranteed loan of RMB 3mn, the
aggregate potential demand for loan funds would be about RMB23.1billion. Chinlink
received USD30mn (RMB185mn) registered capital and with a 4-6 times leverage
(highest leverage can be 10 times), Chinklink could provide up to RMB738mn to
1,339mn. The group's financing guarantee business accounts for only about 2-6% of the
market, showing that loan business and related business development has huge
potential. Below is the group's assumptions and analysis of operational data for the
three main businesses, including logistics financing guarantees, logistics information
system platform, and logistics park leasing and property sales. Group's main revenue
and earnings forecasts and assumptions are as below (See figure 20)

Y Furniture and fixtures and interior decoration: As these two operations are mainly
concentrated in Hong Kong and Macau markets and their profitability is limited,
the group plans to reduce their business scope while focusing on mainland
logistics center business. We expect that these two annual business turnovers
will be lower each year.

Y Logistics financing guarantee business: The Group's operating income mainly
came from three aspects including guarantees loans, matching lending,
investment income from financial assets.

Y Secured loan business: We assume during 2014-2016, the Group secured
loans amounting to RMB 369 mn (calculated on a semi-annual basis) to
RMB 1.34 billion, the group is expected to receive approximately RMB 18
mn to RMB 67 mn in revenue, through around 2% loan service fee and
around 3% consultants loan service fee

Y Pairing loan business: We assume the Group’s amount of pairing loans to be
15% of secured loans, amounting to RMB 55 mn to RMB 200 mn during
2014-2016. The group is expected to receive approximately RMB 18 mn to
RMB 67 mn in revenue, through around 2% loan service fee and around
3% consultants loan service fee

Y Financial assets investment business: We assume, during 2014-2016, the
Group could utilize 185 mn to RMB 223 mn of capital for investment.
Should we conservatively assume the Group's expected return on
investment to be about 5%, approximately RMB 5 mn to RMB 1,100 mn in
revenue could be received.

Y We expect in 2014 to 2016, logistics financing guarantee business
revenue will reach RMB 3,300 mn to RMB 111 mn.

Y Logistics Information System Platform Business: The Group revenue would
primarily come from three business operations including commercial electronic
platform, logistics electronic platform, transportation pairing.

Y Basic assumptions: The commercial electronic platform and logistics
electronic platform would charge each customer an annual service fee of
approximately RMB 1,200; whereas for transportation pairing service,
each customer would be charged RMB 200 for each usage.

Y Xi'an Logistics Center: Assuming that each customer in the Daming Gong,
Huijing, YuanlLi logistics center would need transportation pairing services
four to six times annually and the 20-70% of tenants would need technical
support, we expect in 2014-2016, commercial electronic platform, logistics
electronic platform and transportation pairing provided in this logistic
center will bring a total of about RMB 4 mn to RMB 18 mn revenue.

Y Hanzhong City Logistics Center: Assuming that the number of transport
pairing service needed in the new Hanzhong logistic center is about 50-70
times and 45-90% the tenants need technical support, in 2015 to 2016,
commercial electronic platform, logistics electronic platform and
transportation pairing will bring a total of about RMB10 mn to RMB13 mn
revenue.

Y We expect in 2014 to 2016, the logistics information system platform
business revenue will reach RMB 5.6 mn to RMB 38 mn.

v
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Logistics Center Leasing 2 Revenue generated from the business primarily
originated from the logistics center in Xi'an and Hanzhong City.

Y Hanzhong logistics center 2 Rental income can be divided into five main
businesses including specialized product markets, warehouses, logistics
business district, dedicated freight area/ handling areas, and commodity
trading area. We expect in 2014 to 2016, Hanzhong logistics center will
generate RMB 2.77 mn to RMB 57 mn revenue from leasing.

Y Logistics center in Xi'an 2 Rental income are mainly from consultancy fees.
We expect in 2014 to 2016, the future income will be around RMB 6 mn
each year.

Y We expect in 2014 to 2016, the rental revenues from leasing logistics
centers will be up to RMB 8.8 mn to RMB 63 mn.

Y Logistics center property sales 2 The Group's revenue generated from the
business primarily originated from segmented sale street mall in 2014-2016. The
aggregate area of the 1st and 2nd floor of the shopping street is 70,000 square
meters. Assuming the price per square meter of the 1st and 2nd floor of the street
mall are RMB 10,000 and RMB 6,000 respectively, and in 2014-2016, the Group
would sell about 10%, 60% and 30% of the total floor area respectively, we
expect the logistics center property sales revenue can reach up to 560 mn yuan
within three years (2014-2016).

Operating margin

Y As the Group's Hanzhong logistics center will be gradually completed in 2014 - 2016,
we expect the Group's distribution costs and administrative expenses to total
revenues will decline significantly in the future. Therefore, operating margin will
be increased to 24%,40% and 40% level in the next three years.

Profit Margin

Y We estimate that the Group's profit margin from 2014 to 2016 to be 0.6%, 40% and
40% respectively, while the net profit would be HK $ 1.7mn, HK $ 216mn and
172mn respectively.
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Valuation

Y Chinlink has been neglected by the market currently mainly because 1) Chinlink
is not well-known, it has just completed the transfer of controlling stake to
become the controlling shareholder of the listed company; 2) Hanzhong logistic
center is still in the investment phase , and 3) Daming Gong, Huijing and Yuanli
logistics centers are the pilot projects of the Group’s logistics and financial
models, investors are yet to observe the feasibility of the projects.

\% We believe Chinlink has an excellent prospect, mainly because 1) Hanzhong City
has huge logistics market opportunities; 2) It develops a modern logistics center
with value-added service, and has a huge customer base; 3) Provincial and
municipal governments give vigorous support to the development of logistics
centers and secured financing business in order to support local economy; 4) It
partners with an excellent logistics system developer to enhance the transaction
efficiency in Xi'an and Hanzhong City logistics center, thereby enhancing the
overall trading volume and market position .

Y We set the target price of Chinlink at HKD 0.91 with a 2015 forecast P/E ratio of
8.0 times, the potential upside is 34%. We initiate coverage with a buy rating.

Risk Concern

Y The completion time of Hanzhong logistics center may be delayed, the total
investment of the center may exceed expectation;

Y The development of the pilot projects (Daming Gong, Huijing and Yuanli) of the
logistics and financial business model may be delayed, affecting the speed of
Hanzhong logistics center.

Y More competitions in logistics center industry
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Figure 20: Chinlink’s operatinal assumptions and forecasts

Chinlink's Operatinal Assumptions and Forecasts 2014E 2015E 2016E
Customer Base - Overall Market
Daminggong Unit 3450 3450 3450
Huijing Unit 210 210 210
Yuanli Unit 3300 3300 3300
Chinlink Hanzhong Logistics Center Unit 744 744
Total number of customers Unit 6960 7704 7704
% of Tenants that need Financial Guarantee % 20% 25% 30%
Average Guarantee Loan Amount per customer per year RMB (mn) 3.00 3.00 3.00
Total Loan Amount in Market RMB (mn) 20880 23112 23112
Start up / Registered Capital of Chinlink RMB (mn) 185 203 223
Leverage Ratio (X) (X) 4 5 6
Guarantee Loan Amount Provided by Chinlink RMB (mn) 738 1015 1339
% of Chinlink Financial Capacity to Whole Loan Market % 2% 4% 6%
Financing Guarantee Business 2014E 2015E 2016E
Guarantee Loan RMB (mn) 369 1015 1339
Guarantee Income from Guarantee Services (2%) RMB (mn) 7 20 27
Consulting Income from Guarantee Services (3%) RMB (mn) 11 30 40
Total Income from Regular Guarantee Business RMB (mn) 18 51 67
Matching Loan RMB (mn) 55 152 201
Guarantee Income from Guarantee Services RMB (mn) 11 3.0 4.0
Consulting Income from Guarantee Services RMB (mn) 2 5 6
Total Income from Matching Business RMB (mn) 2.8 7.6 10.0
Investment from Existing Financial Asset RMB (mn) 92 203 223
Income from Investment RMB (mn) 5 10 11
Total Income from Financing Guarantee Business RMB (mn) 26 68 88
Total Income from Financing Guarantee Business RMB (mn) 33 86 111
Logistics Information System Platform Business 2014E 2015E 2016E
Electronic Platform per customer (Annual Fee) RMB 1200 1200 1200
Logistics Platform per customer (Annual Fee) RMB 1200 1200 1200
Transportation Pairing Fee (per cost) RMB 200 200 200
Transportation pairing (number) Daming Gong, Huijing, Yu Unit 4 5 6
Transportation pairing (number) Hanzhong Logistics Cente Unit 50 70 90

Customer Base - Overall Market

Daminggong Unit 3450 3450 3450
Huijing Unit 210 210 210
Yuanli Unit 3300 3300 3300
Chinlink Hanzhong Logistics Center Unit 744 744
Total number of customers Unit 6960 7704 7704
% of Tenants that need IT Support KBS - EREE - JRA % 20% 55% 70%
% of Tenants that need IT Support E RS0 % 45% 90% 90%
Commercial Electronic Platform RMB (mn) 1.67 5.08 6.47
Daming Gong, Huijing, YuanLi RMB (mn) 1.67 4.59 5.85
Hanzhong Logistics Center RMB (mn) 0.00 0.80 0.80
Logistics Electronic Platform RMB (mn) 1.67 4.73 5.98
Daming Gong, Huijing, YuanLi RMB (mn) 1.67 4.59 5.85
Hanzhong Logistics Center RMB (mn) 0.00 0.13 0.13
Transportation Pairing RMB (mn) 1.1 13.2 17.9
Daming Gong, Huijing, YuanlLi RMB (mn) 111 3.83 5.85
Hanzhong Logistics Center RMB (mn) 0.00 9.37 12.05
Daming Gong, Huijing, YuanLi 4.5 13 18
Hanzhong Logistics Center 0.0 10 13
Logistics Information System Platform Revenue (RMB) RMB (mn) 4 23 30
Logistics Information System Platform Revenue (HKD) HKD (mn) 5.6 29 38

Source: Emperor Securities Research, Chinlink International Holdings Ltd.
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Figure 20: Chinlink’s operational assumptions and forecasts

Rental Income Business 2014E 2015E 2016E
Hanzhong Logistics Center Rental Income
Specialized Product Markets

Leasing Specialized Product Markets (2/ F) Sq.m 44000 44000 44000
Annual rental per square meter RMB 180 189 198
Rental Rates % 5% 95% 95%
Leasing Specialized Product Markets (2/ F) Ren.  RMB (mn) 0.40 7.90 8.30
Leasing Specialized Product Markets (1/ F) Sg.m 44000 44000 44000
Annual rental per square meter RMB 360 378 397
Rental Rates % 5% 95% 95%
Leasing Specialized Product Markets (1/F) Ren'  RMB (mn) 0.79 15.80 16.59
Leasing Specialized Product Markets Total Income ~ RMB (mn) 1.19 23.70 24.89
Warehouses
Warehouse Leasing Products Market (2 / F) Sg.m 4900 4900 4900
Annual rental per square meter RMB 180 187 195
Rental Rates % 5% 95% 95%
Warehouse Leasing Products Market (2/F) Ren  RMB (mn) 0.04 0.87 0.91
Warehouse Leasing Products Market (1/ F) Sgq.m 4900 4900 4900
Annual rental per square meter RMB 240 250 260
Rental Rates % 5% 95% 95%
Warehouse Leasing Products Market (1/F) Ren  RMB (mn) 0.06 116 121
Warehouse Leasing Products Market Total Revent  RMB (mn) 0.10 2.03 2.11
Logistics Business District
Complex / Office Area Sgq.m 14670 14670 14670
Annual rental per square meter RMB 600 624 649
Rental Rates % 5% 95% 95%
Complex / Office Area Rental Income RMB (mn) 0.44 8.70 9.04
Residential Sq.m 32400 32400 32400
Annual rental per square meter RMB 600 624 649
Rental Rates % 5% 95% 95%
Residential Rental Income RMB (mn) 0.97 19.21 19.97
Logistics Business District Total Revenue RMB (mn) 14 27.9 29.0
Dedicated Freight Area/ Handling Areas
Special Line (2/F) Sg.m 2546 2546 2546
Annual rental per square meter RMB 180 187 195
Rental Rates % 5% 95% 95%
Special Line (2/F) rental Income RMB (mn) 0.02 0.45 0.47
Special Line (1/F) Sg.m 2546 2546 2546
Annual rental per square meter RMB 360 360 374
Rental Rates % 5% 95% 95%
Special Line (1/F) rental Income RMB (mn) 0.05 0.87 0.91
Dedicated Freight Area Total Revenue RMB (mn) 0.07 1.32 1.38
Hanzhong Logistics Center Total Rental Revenue RMB (mn) 2.77 54.96 57.40

Xian City Logistics Center Rental Income

Logistics Center Consultancy Fee

Daming Gong, Huijing, YuanLi Rental Income RMB (mn) 6.00 6.00 6.00
Chinlink Logistics Center Rental & Related Revenues (RMB) ~ RMB (mn) 8.8 61.0 63.4
Chinlink Logistics Center Rental & Related Revenues (HKD) HKD (mn) 11 77 80
Property Sales Business 2014E 2015E 2016E
Hanzhong Logistics Center Property Sales

Linjie Mall
Street Mall (2/F) area Sg.m 35000 35000 35000
Price per square meter RMB 6000 6000 6000
Disposal Ratio % 10% 60% 30%
Street mall (1/ F) Price Revenue RMB (mn) 21 126 63
Street Mall (1/F) area Sg.m 35000 35000 35000
Price per square meter RMB 10000 10000 10000
Disposal Ratio % 10% 60% 30%
Street mall (1/ F) Price Revenue RMB (mn) 35 210 105
Property Sales Total Revenue (RMB) RMB (mn) 56 336 168
Property Sales Total Revenue (HKD) RMB (mn) 71 423 212
Segment of Revenue Unit 2014E 2015E 2016E
Interior Decoration Work HKD (mn) 99 90 81
Sales of Furniture and Fixtures HKD (mn) 46 41 37
Financing Guarantee HKD (mn) 33 86 111
IT services HKD (mn) 6 29 38
Logistics Centre - Rental Income HKD (mn) 11 77 80
Logistics Centre - Property Sales HKD (mn) 71 423 212
Total Revenue HKD (mn) 265 746 559

Source: Emperor Securities Research, Chinlink International Holdings Ltd.
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Income Statement

Cash Flow Statement

HKD(million)

HKD(million)
Year Ended 30 March 2011 2012 2013E 2014E 2015E
Revenue 173 161 265 746 559
Cost of Good Sold (135) (135) (144) (219) (167)
Gross Profit 54 26 121 527 392
OtherIncome 5 (1) 4 5 6
Selling& Distri. Exp 3) 1) (8) (10) (10)
Admin Exp (46) (36) (64) (224) (168)
Others (0) (3) 0 0 0
Operating Profit 10 (15) 53 298 220
Net Finance Cost 0.4) (7.7) (51.7) (55.0) (22.7)
Profit Before Tax 10 (23) 2 243 197
Tax Q) 0 0 @7 (26)
Net Profit 8 (23) 2 216 172
EPS 0.01 (0.01) 0.00 011 0.09
DPS 0.00 0.00 0.00 0.00 0.00
Source: Bloomberg/ Emperor Securities Research
Balance Sheet
HKD(milion) 2011 2012 2013E 2014E 2015E
Year Ended 30 March 0 0 013 0 01>
Inventories 8 7 7 7 8
Prepaid payments 0 31 0 0 0
Accrued revenue 14 11 11 11 11
Trade receivables 23 13 21 60 45
Other receivables 3 2 3 10 7
Other Current Asset 27 46 27 27 27
Bank bal. & Cash 31 56 222 239 181
Current Assets 107 165 291 353 279
PPE 2 20 160 280 300
Invest. Prop. 1 0 0 0 0
Non-current Assets 3 20 300 413 426
Total Assets 109 185 592 767 705
Deferred revenue 2 12 12 12 12
Trade payables 35 24 39 110 82
Bank & borrowings 5 9 8 7 6
Others 30 26 27 46 39
Current liabilities 72 71 86 175 139
Oblig. Fin. leases 1 1 0 0 0
Bonds 0 0 180 180 180
Convertible bonds 0 70 273 300 300
Deferred tax 0 5 7 2 0
Non-current liabilities 1 75 460 482 480
Total Liabilities 74 145 546 657 619
Equity 36 40 46 109 87

Source: Bloomberg/ Emperor Securities Research

Year Ended 30 March 2011 2012 2013E 2014E  2015E
CF from Operating Act. 77 (19) 18 304 19
CF from Investment Act. 3 (50) (280) (120) (10)
CF from Financial Act. 14 15 16 17 18
Cash & CE at beg. of year 114 32 56 222 239
Inc./(dec) in Cash & CE (83) 24 166 17 (58)
Exchange gains / loss 1 0 0 0 0
Cash & CE atend of year 32 56 222 239 181
Source: Bloomberg/ Emperor Securities Research
Financial Ratio
Year Ended 30 Mar 2011 2012 2013E 2014E  2015E
Profitability (%)
Gross Margin 31% 16% 46% 71% 70%
EBITDA Margin 6% -9% 21% 41% 41%
EBIT Margin 6% -9% 20% 40% 39%
Pre-tax profit margin 6%  -14% 1% 33% 35%
Net Profit Margin 5%  -14% 1% 29% 31%
Growth Rate (%) 0% 0% 0% 0% 0%
Revenue 4% -7% 64% 182% -25%
EBITDA NA NA NA  451%  -25%
EBIT NA NA NA  458% -26%
Net Profit NA NA NA NA  -21%
EPS NA NA NA NA -21%
Operation
Current Ratio (X) 148 2.34 339 2.02 2.01
Quick Ratio (X) 137 2.24 331 1.98 1.95
GAExp/ Sales (%) 27% 23% 24% 30% 30%
A/R (Day) 48 29 29 29 29
A/P (Day) 107 64 99 183 180
Financial Ratio
Div. Payout Ratio (%) 0% 0% 0% 0% 0%
Net debt/equity (%) NA 56%  127% 62%  143%
Sales / total assets (x) 1.58 0.87 0.45 0.97 0.79
Total assets / equity (X) 3.05 4.65 12.86 7.01 8.14
Return on Asset (%) 2% -15% 0% 32% 23%
Return on Equity (%) 4% -59% 4% 278% 175%

Source: Bloomberg/ Emperor Securities Research
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Appendix:

Company Background

Chinlink International Holdings Limited (referred to as "Chinlink"), (formerly known as
"Decca Holdings Limited") has completed the transfer of the controlling rights and a
business restructuring with Decca. After Wealth Keeper International Ltd. became the
listed company's controlling shareholder, the listed company's name was changed to
"Chinlink International Holdings Limited." After restructuring, the Group’s business will
transform from interior design and decoration business to developing the logistics center
in Xi'an, Shaanxi Province.

Figure 21 : 2012-2013 Chinlink International Holdings Ltd.’s Chronicle

Year Chronicle

2012/01 Part of the business distributed to the Shareholders by distribution in specie

2012/01 Wealth Keeper International Limited became the controlling Shareholder

2012/08 Completion of the placing of HK$96 milllion convertible bonds

2012/08 Entered into the strategic agreement w ith the local government of Hantai
District, Hanzhong City, Shaanxi Province, in relation to co-operatively develop
an integrated trade and logistics centre project

2012/10 The indirect w holly-ow ned subsidiary entered into the consulting services
agreement w ith Xi'an Detong Scientific Development Limited. Besides,
cooperation agreements also entered w ith Da Ming Gong and Y uanli

2012/11 Entered into the memorandum of understanding w ith the financial affairs office
of Hanzhong City, Shaanxi Province, in relation to the establishment of a WFOE
principally engaged in financing guarantee business in Hanzhong City; and the
financial affairs office shall assist the Company in obtaining all relevant
approvals for the establishment of the WFOE

2012/12 Paid totally Rmb 25,000,000 refundable deposit to Hantai District Government to
expedite the expropriation of the land for the first phase

2013/05 Entered into the agreement w ith the subsidiary of BPS Global in relation to the
development of a logistics [T platform system; the subsidiary of BPS Global
became the strategic Shareholder

2013/06 The Group obtained an official approval from the financial affairs office of
Shaanxi Province for the establishment of a financing guarantee company

Source : National Arts Holdings Limited; Emperor Securities Research

Figure 22: Chinlink International Holdings Ltd. Shareholder Structure

Chairman and ) _
Managing Director Public Holding
Mr. Li Weibin
|
63% | 37%

Chinlink (997.HK)

Source : Emperor Securities Research, Chinlink International Holdings Ltd.
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Figure 23: Chinlink International Holdings Ltd.’s Management Profile

Name Age Position Relevant work experience and qualifications

Mr. LIWeit43  Chairman He joined the Group as an executive Director on 27 January 2012 and was re-
and designated as Chairman and Managing Director on 18 February 2012.
Managing  He holds a Bachelor Degree in Applied Electronics from Xi' an Technological
Director University and an Executive MBA from Xi' an Jiaotong University.

Since early 2000, He has been engaged in research, production and sales of
electronic components and materials, computer software and hardware as well
as research and sales of computer related equipment. He has also been engaged
in property development, planning and sales and property management, other
property related investments, cultural and entertainment businesses.
He has also established a number of private companies engaged in research,
production and sales of electronic components and computer software and
property development in Beijing, Xi’ an and Hong Kong

Mr. SIUWe57  Executive He joined the Group as an executive Director on 27 January 2012.

Director He holds a Bachelor of Arts Degree from The University of Hong Kong.

He has over 13 years' of experience in banking and finance and previously held
senior positions in various major international banks, with specialization in trade
finance and corporate banking.
He was appointed as an executive director of Matsunichi Communication
Holdings Limited (now known as Goldin Properties Holdings Limited, stock
code: 283) from January 2005 to February 2006.
He was an executive director of Vincent Intertrans (Holdings) Limited (now
known as Shanghai Industrial Urban Development Group Limited, stock code:
563) from July 1998 to May 1999.

Ms.LAM S46  Chief She joined the Group as a Chief Financial Officer and Company Secretary on 27
Financial January 2012 and was
Officer, appointed as an executive Director on 18 February 2012.

Company  She holds a Master Degree in Business Administration from The University of
Secretary, Adelaide, Australia and
executive a Bachelor Degree in Science from Murdoch University, Western Australia.
Director Sheis qualified as a Certified Public Accountant of Hong Kong Institute of
Certified Public Accountants and a Certified Practising Accountant of CPA
Australia.
She has over 17 years' of experience in auditing, accounting and financial
management.
She was an executive director of Jackin International Holdings Limited (now
Ms. FUNG 57  Non- She joined the Group in 1976.
executive She was an executive Director, Director of Finance and Administration as well as
Director Chief Financial Officer of the Group and resigned from her positions and was
redesignated as non-executive Director on 18 February 2012.
She has over 33 years' of experience in financial management, accounting,
costing, material, sourcing and purchasing, and personnel management.
Mr. LAU Ct68  Independent He joined the Group as an independent nonexecutive Director on 18 February
non- 2012.
executive He retired from The Hong Kong and Shanghai Banking Corporation Limited
Director ( "HSBC" ) in December 2000 after more than 35 years’ of service. Among the
major positions in HSBC, he was the Assistant General Manager and Head of
Personal Banking Hong Kong and Assistant General Manager and Head of
Strategic Implementation, Asia-Pacific Region.
He is a Fellow of the Hong Kong Institute of Bankers ( “Institute” ).
He was the chairman of the Institute’ s Executive Committee (from January 1999
to December 2000) and is currently the Honorary Advisor of the Institute’ s
Executive Committee. He served as a member on a number of committees
appointed by the Government of Hong Kong, including the Advisory Council on
the Environment (from October 1998 to December 2001), the Advisory
Committee on Human Resources Development in the Financial Services Sector
(from June 2000 to May 2001), the Corruption Prevention Advisory Committee of
the Independent Commission Against Corruption (from January 2000 to
December 2003), the Environment and Conservation Fund Committee (from
August 2000 to October 2006), the Innovation and Technology Fund
(Environment) Projects Vetting Committee (from January 2000 to December
2004) and the Law Reform Commission’ s Privacy Sub-committee (from
February 1990 to March 2006).
He served as Chairman of the Business Environment Council Ltd. (from
September 1998 to December 2001).
Ms. LAIKa 47 Independent She joined the Group as an independent non-executive Director on 18 February
2012.
She obtained a Master Degree of Arts in International Accounting from The City
University of
Hong Kong in 2001.
She has been a member of the Hong Kong Institute of Certified Public
Accountants since 1999 and is a Fellow of The Association of Chartered Certified
Accountants since 2003.
She is the sole proprietor of May K. F. Lai & Co., Certified Public Accountant, and
has been engaged in the audit field for more than 20 years' .

She is an indenendent non-executive director of Fmneror Watch & lewellery
Ms. CHAN 50  Independent She joined the Group as an independent non-executive Director on 18 February

2012.

She graduated from The University of Hong Kong with a Bachelor of Laws
Degree in 1985.

Sheis a retired solicitor with over 13 years' of experience serving as an
independent non-executive director of listed companies.

She is an independent nonexecutive director of Emperor Entertainment Hotel
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Disclaimers & Disclosures

The information contained in this report has been compiled from sources believed to be reliable and has been compiled with high integrity, but Emperor
Securities Limited ( “Emperor Securities” ) or any member of Emperor Capital Group ( “ECG" ) does not make any representation or warranty as to its accuracy,
completeness or correctness. The information and opinions contained in this report are or may be subject to change or revision without any notice. This report is
for information purposes only. No representation, warranty or guarantee whatsoever, whether expressed or implied, is made as to its accuracy or completeness
and should not be construed as an offer to buy or sell or the solicitation of an offer to buy or sell the securities mentioned. Emperor Securities and ECG do not
accept any responsibility or liability whatsoever for any direct or consequential loss or damage of whatsoever nature arising from or as a result of the use in whole
orin part of this report or any of its contents.

The research analyst(s) who prepared this report hereby confirm the views expressed in this report only reflect the personal views of the research analyst(s) about
the subject company(ies) and their securities. The research analyst(s) also confirm the research analyst(s) were not, are not, and will not be receiving any direct or
indirect compensation or other benefits for expressing the specific recommendation(s) or view(s) in this report. Emperor Securities and ECG and their respective
directors, officers, partners, representatives, or employees may have positions or otherwise be directly or indirectly interested in the securities mentioned in this
report or may buy, sell, or deal or offer to buy, sell, or deal in or with such securities from time to time, whether as principal for its or their own account or as agent
orin any other capacity for or on behalf of another person.

Copyright protection and other rights exist or subsist in this report, which may accordingly not be used for any other purpose, nor sold, distributed, published, or
reproduced in any manner without the express consent of Emperor Securities.

Emperor Securities Limited, Research Department

Mr. David Yuen Ms. Chelsey Tam

Senior Research Analyst Research Analyst

Tel : (852) 2836 2797 Tel : (852) 2836 2763

Email : davidyuen@emperorgroup.com Email : chelseytam@emperorgroup.com

Mr. Frankie Chan
Research Analyst

Tel : (852) 2836 2566
Email : frankiechan@emperorgroup.com
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Tel : Hong Kong Hotline (852) 2919 2919
Northern China Toll-free Hotline 10800 852 1674
Southern China Toll-free Hotline 10800 152 1674

Fax : Hong Kong Fax (852) 2893 1540

10800 852 1673
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Northern China Toll-free Fax
Southern China Toll-free Fax

Emperor Financial Services Centre
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Hong Kong Island
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Tel :(852) 2818 7278
Fax : (852) 2819 3990

Shop 67, G/F, Fortuna Building, 63-69 Wellington Street, Central
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Fax : (852) 2522 2919

Room 705-6, Tai Yau Building, 181 Johnston Road, Wanchai
Tel :(852) 2891 2211
Fax : (852) 2838 8368

Shop E, G/F 983-987A King’s Road, Quarry Bay
Tel :(852) 29110778
Fax: (852) 2911 0378

Shop C, G/F, No. 53-59 Wuhu Street, Hung Hom
Tel :(852) 2364 9213
Fax : (852) 2765 8425

G/F, Full Art Court, 149 Kweilin Street, Sham Shui Po
Tel :(852) 2725 7883
Fax : (852) 2728 6257

Shop 4, G/F, No.132-134 Nga Tsin Wai Road, Kowloon City
Tel :(852) 2383 2262
Fax : (852) 2383 2246

Shop A, G/F, 150-152, Prince Edward Road West, Prince Edward
Tel :(852) 2827 1188
Fax : (852) 2838 2319

New Territories

16/F, Hang Seng Tsuen Wan Building, No.289 Sha Tsui Road, Tsuen Wan
Tel : (852) 2838 2939
Fax: (852) 2412 0249

Shop 2, G/F Kam Wo Bu & Kam Hing Building, No . 3 -15 Shun Lung Street Sha Tau
Kok

Tel : (852) 2659 7668

Fax : (852) 2659 7381

G/F, 19 Tai Wai Road, Tai Wai
Tel : (852) 2699 8226
Fax : (852) 2699 8749

Shop B7, G/F, Kar Ho Building, 27-31 Hong Lok Road, Yuen Long
Tel :(852) 2479 9820
Fax: (852) 24705280

Mainland Information Centres

Shanghai

2202, City Gateway, 398 Caoxi Road (North), Shanghai
Tel :(86) 21 5396 6228 / (86) 21 5396 6218

Fax : (86) 21 6386 6280

Beijing

Room 607, Block A, Jian Wai Soho Building, No. 39 East 3rd-Ring Middle Road,
Chao Yang District, Beijing

Tel :(86) 10 5900 9712

Fax : (86) 10 5900 3304

Emperor Wealth Management Limited

Shops 2-6, G/F, East Ocean Court, 525 Shanghai Street, Mongkok, Kowloon
Tel :(852) 2919 2913

Fax : (852) 2919 2930

Emperor Securities Research
Tel :(852) 2836 2763

Fax : (852) 2831 8089

Email : esl.research@emperorgroup.com
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Emperor Futures Limited
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