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Xinyi Glass recently issued a positive profit alert, expecting to record a
year-on-year increase of 30%-45% in net profit for the six months ended 30
June 2016 as compared with the figures in 1H2015 mainly due to the reduction
of costs of sales of the float glass business, the high growth of sales volume of
the float glass business and the increase in the profit contribution from Xinyi
Solar (00968). Besides, Xinyi Solar also issued a positive profit alert recently,
expecting to record a year-on-year increase of 70%-90% in net profit for
1H2016.
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Overall, the positive profit alert of Xinyi Glass was not surprising. The gross
profit margin of float glass business and automobile glass business grew from
5.41% YoY and 41.80% YoY in FY2014 to 8.77% YoY and 44.35% YoY in
FY2015 respectively. Moreover, the management noted that the improving
performance of the property sales in Mainland China starting from this year led
an increase of the Company’s glass sales. Coupled with decrease of the
Company’s cost of production amid the lower natural gas price, these were
beneficial to the performance of its profit margin for the related construction
glass business. Nevertheless, we observed that the year-on-year growth of
property contracted sales in May from several property developers has
narrowed remarkably. Added with the slowdown of Chinese economic growth
this year, these might increase uncertainty to the Company’s glass sales in
2H2016. On the other hand, the Company announced last evening that the
spin-off and listing of Xinyi Automobile Glass on GEM were subject to, among
other things, (a) the Stock Exchange approving the Spin-Off; (b) the Hong
Kong Public Offering becomes unconditional and is duly completed in
accordance with the terms and conditions in the prospectus of Xinyi
Automobile Glass Enterprises and the application forms of the Hong Kong
public offering; and (c) the Listing Department granting the listing of, and
permission to deal in, the Xinyi Enterprises Shares in issue and the Hong Kong
Offer Shares to be issued pursuant to the Hong Kong public offering on GEM
and such listing and permission not subsequently having been revoked prior to
the commencement of dealing in the Xinyi Enterprises shares on GEM. Thus,
we hold a cautiously optimistic view towards the Company’s business prospect
in FY2016 amid the low production cost maintained in 2H2016 and the
approval for the spin-off of Xinyi Automobile Glass Enterprises.

Xinyi Glass'’s share price dropped 2.41% and closed at HKD5.66 yesterday.
Technically, the Company’s share price was still in the upward trend. Coupled
with its 14-day RSI of 57.05, it showed the weakening momentum. Thus, the

that it is accurate or complete and it should be relied upon.
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16 June 2016

CC CFSG Daily Comment

Stock ADR Closing Price Adjusted Price Change from
(HKEXx Ticker) (US$) (HK$) HK Closing Price (%)
HSBC Holdings (00005.HK) 30.23 47.051 0.265
China Life (02628.HK) 10.53 16.389 0.095
Petrochina (00857.HK) 68.01 5.293 (0.322)
CNOOC (00883.HK) 120.75 9.397 (0.157)
Sinopec Corp (00386.HK) 68.3 5.315 1.230
China Mobile (00941.HK) 55.29 86.054 (0.754)
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