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(HKD Mn) 2008A 2009A 2010E 2011E 2012E What's new:
Revenue 3894 3958 6364 10271 14258  \\e raise Xinyi Glass (“XYG”) TP to HK$10.5 and maintain
(+l-) 40.4% 1.6% 60.8% 61.4% 38.8% ACCUMULATE ratlng
EBIT 768 832 1,896 2,947 3,969 '
(+-) 5.7% 8.4% 127.9% 55.4% 34.7% . .
. - 274 s 2use 2076 Strong glass.prlce trend. According to the NDRC, f!at glass and_float
EPS(HK$) 0.20 0.22 0.44 0.70 092  glass prices increased by 5.9% YoY and 4.9% YoY in 1Q2011 (figure
(+-) 57%  91% 1031%  582%  318% 1) suggesting strong downstream demand and solid fundamental
PE 461 4228 2081 1315 998 gnnort for XYG’s float glass capacity expansion (up 75% YoY in
PB 7.43 6.00 4.97 4.13 3.39 2011)
EV/EBITDA 16.22 15.02 15.06 9.98 7.71 '
ROE 16.2% 14.3% 24.0% 31.7% 34.2% i .
ROCE 145%  13.0% 17.7% 244% 2r4% @ Japanese earthquake and consequent cautious view on nuclear
Dividend Yield 22%  23%  23% 36%  47% power plants could further boost solar glass business. XYG’s
ROCEES o1 1199 1822 1009 1024 jggressive capacity expansion on solar glass (up 150% YoY in 2011)
Share information could continue to provide earning upside surprise in 2011.
H share
Blawitisg eoes 868 HK High penetration upside on Low-E construction glass in China.
f;ra;t‘;:fe :E:iblg China only has a Low E construction glass penetration rate of 8%,
Bty e (70 SIS 254 compared with Germany’s 92% and 50%~80% in most developed
52wk high/low 9.18/264 countries (Figure 3). While the Chinese government continues to
'Fssueffl’ S*t‘j’es)(m") 221; promote energy saving policy in the construction industry, Low E
ree tloat (mn, o . . . . .
Market cap (HKS mn) s2017 91858 is getting cheaper and is a relatively low cost proportion of
Major shareholders (%) Realbest (19.97%) total construction costs, Low E construction glass could have a bright
Recent price performance growth outlook.
Last week im 3m YTD i i i
[868.HK] +1184  +1225  +a224  +4313 Spin-off of solar glass business could provide short term
[IS0EE (r<lene (=] 0 “84E “&E +7.62 momentum: 1). Expected higher PE valuation in view of high
[CICC Auto&Parts Index] +1.87 +9.30 +0.65 +0.49

growth of solar glass business; 2). More detailed information

52wk performance disclosure as management is communicating more frequently with

310 - % Xinyi Glass HSCCl Index investors before the spin-off.

“ Valuation and recommendation:

2o We raise our earning forecast by 17.0% for 2011 and 17.3% for 2012
160 due to our more bullish view on the counter’s outlook. New TP of
110 | HK$10.5 implies 15x targeted 2011 PE. Current stock price still has
o V“Vﬁf"’ | | | | | 14.6% upside to our TP. ACCUMULATE reiterated.
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Risks:
Demand uncertainty due to macro-economic turbulence

Source: Bloomberg, company data, CICC Research
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1: Flat and float glass price performance
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Figure 2: Xinyi Glass capacity expansion

Segment Unit 2009 2010 2011
Auto Glass - aftermarket 000 pcs 10500 11000 12000
YoY 5% 9%
Auto Glass - OEM 000 sets 700 1700 2400
YoY 143% 41%
Low-E Coated Constrution Glass 000 sq.m. 9000 12000 16330
YoY 33% 36%
Float Glass 000 melting tons 1119 1489 2600
YoY 33% 75%
Solar Glass 000 melting tons 125 292 730
YoY 134% 150%

Source: Company data, CICC Research

Figure 3: Penetration rate of Low-E glass

100% - Low -E Glass Penetration Rate
90% +
80%
70% +
60% +
50% +
40% +
30% +
20% +
10%

0% I

Germany  South Korea UK USA France Poland Japan China

Source: ResearchinChina

Please read carefully the important disclosures at the end of this report
2



CICC

/N CICC Research: April 26, 2011

4: Earning forecast revision

Actual  Before After  Change Before After  Change

Revenue 6,364 8,939 10,271 14.9% 12,258 14,258 16.3%
COGS 3,809 5,491 6,264 14.1% 7,649 8,873 16.0%
Gross profit 2,555 3,449 4,008 16.2% 4,609 5,385 16.8%
Other income 85 119 137 14.9% 164 191 16.3%
Selling expenses 365 495 569 14.9% 654 761 16.3%
G&A 406 552 629 14.0% 733 845 15.3%
Financial expenses 4 20 20 0.0% 20 20 0.0%
PBT 1,893 2,502 2,927 17.0% 3,366 3,949 17.3%
Income tax 321 375 439 17.0% 572 671 17.3%
Minority interests -1 -2 -2 17.0% -2 -3 17.3%
Net income 1,571 2,125 2,486 17.0% 2,792 3,276 17.3%

EPS (HK$) 0.45 0.60 0.71 17.0% 0.78 0.92 17.3%
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6: Comparable valuations

Company Category Price  Market Cap CAGR
2011-4-25 MNUSD 06A 07A 08A 09A 10E 11E O06A O07A O08A 09A 10E 11E O06A 07A 08A 09A 10E 11E O07A 08A 09A 10E 11E 07-11

China A-Share Listcos

Weichai Power A cv 52.50 13304 1321 433 453 257 129 106 293 137 109 74 47 31 769 219 228 142 112 102 205% -4%  76%  99%  21%  42%
CNHTC Jinan Truck cv 23.02 1484 430 135 204 226 144 121 73 48 39 34 28 25 133 66 108 101 7.3 6.4 220% -34% -10%  57%  19% 3%
Yutong Bus cv 2322 1855 547 320 227 214 140 114 97 45 72 56 49 40 306 173 201 141 127 110 71% 41% 6%  53%  24%  30%
Begi Foton Motor cv 2158 3498 na 511 572 191 138 115 132 103 66 49 28 23 987 307 406 140 96 85 nm. -11% 200%  38%  20%  45%
Jiangling Motor cv 3056 4054 437 347 336 250 154 125 87 75 65 54 43 35 27.6 258 286 183 155 136 26% 3%  35%  62%  23%  29%
Dongfeng Automobile cv 5.28 1623 210 216 335 332 185 123 21 20 20 19 18 17 119 101 397 410 181 117 3% -36% 1% 80%  51%  15%
Jianghuai Auto cVIPV 11.81 2339 370 463 2666 453 131 113 50 38 38 35 28 24 216 209 285 128 9.0 80 .20% -83% 488%  246%  16%  42%
Chang'an Auto A PV 10.00 4127 517 403 11016 240 133 131 23 26 31 27 22 17 246 na na. 454 191 158  28% -96% 4497%  81% 1% 32%
FAW Car PV 15.86 3967 743 467 237 158 111 97 48 45 39 34 28 23 354 183 171 103 89 81 59% 97%  50%  43%  14%  48%
SAIC Motor PV 18.09 25603 1173 361 2548 254 122 96 37 32 34 28 25 22 693 441 1314 400 88 7.7 71% -86% 905%  108%  26%  39%
Zhejiang Zhongda Dealer 18.98 1281 1178 569 396 304 163 146 71 49 39 34 29 25 937 396 153 136 86 7.4 71% 44%  30%  87%  11%  40%
Dongan Auto Engine Parts 10.86 771 1401 333 313 214 136 114 31 28 26 23 20 17 521 455 4211 383 423 429 71% 6%  46%  57%  19%  31%
Zhongding Sealing Parts ~ Parts 2020 1321 na 715 644 430 27.7 192 na 169 179 103 81 58 na 505 355 234 163 138 nm.  11%  50%  55%  44%  39%
Huayu Automotive Parts 11.29 4482 498 253 283 191 116 93 53 26 40 24 20 18 2640 1575 383 131 98 85 97% -11%  49%  64%  24%  28%
FAWAY Parts 3043 989 nm. 1342 340 181 113 95 59 57 48 39 29 23 na na na. na na  na nm 205% 87%  61%  18%  94%
Fuyao Glass Parts 10.73 3303 349 234 874 192 120 98 76 61 66 49 37 32 225 170 177 119 103 86 49% -73% 355%  60%  23%  24%
Zhejiang Yinlun Parts 2918 448 931 8L4 670 541 223 182 112 65 62 57 46 37 319 288 237 158 126 105  14% 21%  24%  142%  23%  54%
Median 532 361 453 240 142 123 51 45 39 34 28 24 319 214 261 140 98 87 71% -11%  50%  57%  19%  30%
Median-CV 430 334 336 253 142 118 80 47 52 42 28 24 246 191 257 140 104 93 71% -19%  20%  60%  21%  29%
Median-PV 630 435 1875 247 127 114 37 34 35 31 27 23 524 312 743 400 89 81 44% -64% 491%  62%  14%  36%
Median-Parts 913 334 596 191 150 132 53 46 44 33 26 21 378 288 355 131 103 91 84% 2%  51%  56%  19%  27%
HK Listcos

Weichai Power H cv 56.40 13304 1189 390 407 231 116 9.6 264 123 98 67 43 28 205 59 61 40 37 33 205% 4%  76%  99%  21%  42%
Qingling cv 2,63 840 840 438 376 263 219 172 10 10 09 09 09 09 11 08 10 07 07 06 9% 17%  43%  20%  28%  26%
Brilliance Auto PV 8.08 5193 nm. 3049 3656 nm. 3L7 242 50 49 49 80 50 40 2276 431 490 256 545 346 nm. -17% nm.  nm.  31%  88%
Geely Auto PV 3.26 3124 543 451 202 160 174 143 231 97 57 37 30 25 nm nm 37.7 109 81 71 20% 124%  26% 8%  22%  33%
GAC group PV 9.51 7524 nm. 97 212 176 103 114 nm.  nam am am. 20 17 nm. 7.0 88 7.7 53 48 nm. 54%  21%  70% 9% 4%
Great Wall Motor cvipy 14.88 5243 167 364 665 334 126 95 33 53 51 45 34 26 428 300 491 282 101 32 .54% -45%  99%  164%  33%  40%
Dongfeng Motor PV 12.82 14215 445 245 234 148 84 79 65 52 42 34 25 20 130 107 87 60 54 45 gl 5%  58%  76% % 33%
Sinotruk cv 6.76 2402 245 141 177 162 106 86 166 14 14 09 09 08 155 111 150 103 82 69 74% -21%  10%  54%  23%  13%
Zhongsheng Holdings Dealer 14.70 3610 1591 826 107.4 499 228 141 42 34 28 24 20 16 1158 539 554 322 163 89 03% -23% 115%  119%  62%  56%
DCH Holdings Dealer 9.41 2203 524 336 301 239 120 120 46 40 35 31 25 22 630 399 199 168 110 85 56% 12%  26%  99% % 20%
Xinyi Glass Holding Parts 9.16 4149 837 484 458 420 208 132 144 80 74 61 50 4l 713 419 366 325 154 121 73% 6% 9%  102%  58%  39%
Minth Group Parts 12.06 1669 402 300 255 174 133 106 91 37 33 28 20 17 266 179 147 111 nm. 7.0 34% 18%  47%  31%  26%  30%
Median 533 377 338 231 130 117 65 49 42 34 25 21 347 179 174 110 82 70 73% 0%  43%  76%  25%  33%
Median-CV 840 390 376 231 116 96 166 14 14 09 09 09 155 59 61 40 37 33 9% -4% 43%  54%  23%  26%
Median-PV 445 364 234 168 126 114 58 53 50 41 30 25 428 204 377 109 81 48 20% -17%  42%  73%  22%  33%
Median-Parts 619 392 356 207 171 119 118 58 54 45 35 209 489 299 257 218 154 95 53% 12%  28%  66%  42%  34%

Europe & US Listcos

Man AG cv 91.80 19453 147 111 109 nm. 189 145 36 26 25 27 20 18 110 7.7 84 156 127 80 33% 1% nm.  nm  31%  -6%
Scania cv 146.10 19241 197 137 132 1036 128 119 45 47 53 50 33 28 100 7.2 68 134 7.2 88  44% 4% -87%  707% 8% 2%
Volvo cv 112.70 39264 140 153 230 nm. 210 137 26 28 27 34 27 23 94 98 113 nm. 104 83 8% -34% nm.  nm.  53% 3%
Paccar cv 53.27 19461 134 161 191 1718 426 202 45 39 40 38 32 29 67 78 84 167 133 104 .17% -16% -89%  303%  110%  -6%
Daimler AG V2% 5114 79353 140 134 363 nm. 119 97 14 14 15 17 14 13 62 68 92 356 103 84 5% -63%  nm. nm. 23% 8%
FIAT cVIPY 6.87 12,350 82 44 53 nm. 163 221 09 08 08 08 09 08 25 20 19 44 37 34 85% -16% nm.  nm.  -26%  -33%
Renault PV 38.40 16,533 34 37 172 nm. 30 57 05 05 06 07 05 04 88 80 116 144 89 84 8% -78% nm.  nm  -47%  -10%
Peugeot PV 29.19 9946 379 75 nm nam 58 54 05 05 05 05 05 04 68 58 78 119 60 57 404% nm. nam.  nm 9% 9%

BMW PV 60.80 56,309 69 64 1241 1961 124 105 21 18 20 20 15 13 82 73 81 97 63
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7: Historical P/E and P/B bands
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Important legal disclosures

General Disclosures

This report has been produced by China International Capital Corporation Hong Kong Securities Limited (CICCHKS). This report is based on information available
to the public that we consider reliable, but CICCHKS and its associated company(ies)(collectively, hereinafter “CICC”) do not represent that it is accurate or
complete. The information and opinions contained herein are for investors’ reference only and do not take into account the particular investment objectives, financial
situation or needs of any client, and are not an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned. Under no circumstances shall the
information contained herein or the opinions expressed herein constitute a personal recommendation to anyone. Investors are advised to make their own
independent evaluation of the information contained in this research report, consider their own individual investment objectives, financial situation and particular
needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before participating in any transaction in
respect of the securities of company(ies) covered in this report. Neither CICC nor its related persons shall be liable in any manner whatsoever for any consequences
of any reliance thereon or usage thereof.

The performance information (including any expression of opinion or forecast) herein reflect the most up-to-date opinions, speculations and forecasts at the time of
the report’s production and publication. Such opinions, speculations and forecasts are subject to change and may be amended without any notification. Past
performance is not a reliable indicator of future performance. At different periods, CICC may release reports which are inconsistent with the opinions, speculations
and forecasts contained herein.

CICC's salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent with, and reach
different conclusions from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different assumptions, views and
analytical methods of the persons who prepared them, and CICC is under no obligation to ensure that such other trading ideas or recommendations are brought to
the attention of any recipient of this report. CICC’s asset management area, proprietary trading desks and other investing businesses may make investment
decisions that are inconsistent with the recommendations or opinions expressed in this report.

This report is distributed in Hong Kong by CICCHKS, which is regulated by the Securities and Futures Commission.

This report is distributed in Singapore only to accredited investors and/or institutional investors, as defined in the Securities and Futures Act and Financial Adviser
Act of Singapore, by China International Capital Corporation (Singapore) Pte. Limited (“CICCSG”), which is regulated by the Monetary Authority of Singapore. By
virtue of distribution by CICCSG to these categories of investors in Singapore, disclosure under Section 36 of the Financial Adviser Act (which relates to disclosure
of a financial adviser’s interest and/or its representative’s interest in securities) is not required. Recipients of this report in Singapore should contact CICCSG in
respect of any matter arising from or in connection with this report.

This report is distributed in the United Kingdom by China International Capital Corporation (UK) Limited (“CICCUK”"), which is authorized and regulated by the
Financial Services Authority. The investments and services to which this report relates are only available to persons categorized by CICCUK as either a professional
client or eligible counterparty. Any investment or investment service to which this report relates is not intended for any other persons and will not be made available
to any other persons.

This report may also be made available in other jurisdictions pursuant to the applicable laws and regulations in those particular jurisdictions.

Special Disclosures
CICC may have positions in, and may effect transactions in securities of companies mentioned herein and may also perform or seek to perform investment banking
services for those companies. Investors should be aware that CICC and/or its associated person may have a conflict of interest that could affect the objectivity of this
report. Investors are not advised to solely rely on the opinions contained in this research report before making any investment decision or other decision.

Distribution of ratings is available at http://www.cicc.com.cn/CICC/english/operation/page4-4.htm.

Explanation of stock ratings: “BUY” indicates analyst perceives absolute return of 20% or more within 12 months; “ACCUMULATE” 10%~20%; “HOLD” -10%~10%;
“REDUCE” -20%~-10%; “SELL" -20% and below.

Copyright of this report belongs to CICC. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited without
CICC's written permission.
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