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China Oriental Overweight
FYOG6 result in line; we maintain OW HK$2.51

04 April 2007
Price Target: HK$3.30

e Weremain OW: China Oriental’s 2006 EPS came in at Rmb0.36, Hong Kong
dightly below our forecast of Rmb0.37, due to dightly lower- Steel
than-expected volume sales. We expect a further pick-up in steel Feng Zhang*®
prices in 2007 and 2008, and maintain our 2007 and 2008 (852) 2800 8513
earnings forecasts and our Overweight rating. feng.zhang@jpmorgan.com

Emily Zhang

e 2007 EPS could grow by 35%Y/Y: We expect EPS to grow by (852) 2800-8514
35%Y/Y in 2007 and 17%Y/Y in 2008 on higher steel prices and emily.y.zhang@jpmorgan.com
better product mix (value-added H beam and strip to replace semi-
finished product, billets). This should more than offset high raw
material prices (iron ore and coke), and result in continued
earnings growth in the next two years.
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e Talks on controlling stake continue: The second-largest 110

shareholder (28%) has been in talks with the largest shareholder jz

for control of the firm. This might not yield any material result in w05 0 OO Janar Apr7

the near future, however, and the cheap valuation of the stock is

the primary reason for the fight over the controlling stake. MSCICHINA - PRICEINDEX

Source: Datastream.

e Valuations and risks to price target: We derive our Dec-07 PT

of HK$3.3 by applying 1.2x P/BV to 2008E BVPS, with an ROE

of 23%. China Oriental is trading at a deep discount (about 50%)

to Maanshan and Angang in terms of valuation multiples. The

main risk to our PT islower-than-expected steel prices.
Reuters 0581.HK, Bloomberg 581 HK
Rmb in millions, year-end December

2003 2004 2005 2006 2007E __ 2008E

Sales 5,278 9,119 9,183 9,782 11,604 12,821 | 52-Week Range 1.49-237
Net profit 1,076 1,173 847 1,033 1,392 1,627 | Mkt cap (HK$ mm) 7,292
EPS(Rmb) 051 0.42 029 0.36 048 0.56 | MKkt cap (US$ mm) 936
EPS(Y/Y) 177% -17% -31% 22% 35% 17% | Free float 29%
BPS(Rmb) 045 1.40 158 1.89 2.28 2.73 | AVG daily volume 46mm
DPS(Rmb) 0.23 0.23 0.05 0.07 0.09 0.10 | Shares outstanding(mm) 2,905
P/E 51 6.2 8.8 7.0 5.2 4.4 | AVG daily volume (MM HKD) 10.9
P/B 5.8 19 16 13 11 0.9 | AVG daily volume (MM USD) 14
EV/EBITDA 5.0 47 5.6 4.8 3.4 23 | MSCI China 53
Dividend Yield 9% 9% 2% 3% 4% 4% | HK$/US$ 7.79
ROE 168% 49% 20% 21% 23% 22%
Net debt/equity 90% -27% -2% 7% -2% -15%
Performance 1mth 3mths 12 mths
Absolute (%) 0.0 34.2 47.6
Relative to MSCI China(%) -15.7 -37.6 3.7
Source: Company data, Datastream and JPMorgan estimates.
www.morganmarkets.com J.P. Morgan Securities (Asia Pacific) Limited

See page 6 for analyst certification and important disclosures, including investment banking relationships.
JPMorgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the
firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor
in making their investment decision.
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2006 result in line with expectations

China Orienta’s 2006 EPS came in at Rmb0.36, in line with our forecast. We
overestimated the volume sales of CRC and H beam; thus the higher revenue

JPMorgan £)

estimate. But at the same time, our cost estimate was a so higher than actual. The net

impact is therefore not significant.

Table 1: FY06 result review
Rmb in millions

2006A 2006JPM Difference 2005A Chg
Revenue 9,782 10,974 -11% 9,183 7%
COGS 8,358 9,503 -12% 7,959 5%
Gross profit 1,424 1,472 -3% 1,224 16%
SGE&A 184 190 -3% 159 15%
EBIT 1,266 1,338 -5% 1,081 17%
EBT 1,233 1,254 2% 1,005 23%
Tax 211 188 12% 157 34%
Minority (10) 11 -4% 1 -2063%
Net income 1,033 1,077 -4% 847 22%
EPS 0.36 0.37 -4% 0.29 22%

Source: Company and JPMorgan estimates.

We expect 2007 EPS to go up by 35%Y/Y and 2008 EPS up by 17%Y/Y aswe

expect higher ASP (up by 9%Y/Y due to higher product selling prices and better
product mix), and higher volume growth (9%Y/Y).

Table 2: Major assumptions

2004 2005 2006 2007E 2008E
ASP(Rmb/t) 2,694 2,753 2,611 2,848 2,937
Chg 24% 2% -5% 9% 3%
CRC (Rmbft) 3,826 3,578 3,833 3,908
Chg -6% % 2%
Volume sales('000 tons) 3,385 3,336 3,746 4,074 4,365
Chg 40% -1% 12% 9% %
COGS(Rmblt) 2,307 2,386 2,231 2,384 2,388
Chg 38% 3% -6% % 0%
Margin(Rmb/t) 387 367 380 465 550
Chg -24% -5% 4% 22% 18%
Iron ore(Rmb/t) 710 735 629 665 619
Chg 70% 3% -14% 6% -T%
Coking coal(Rmb/t) 1,055 1,107 969 1,025 1,025
Chg 30% 5% -12% 6% 0%

Source: Company and JPMorgan estimates.

We fine-tuned our model but this has not resulted in any major changes to our

earnings forecasts. We raise our ASP forecasts by 1% but thisis offset by higher cost

estimates (up by 1% as well).
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Table 3: What has changed?

JPMorgan £)

2007E 2008E

Volume sales('000 tons) Old New Change Old New Change
Billets 74 74 0% 65 65 0%
Narrow width strip 1,500 1,500 0% 1,600 1,600 0%
Mid width strip 1,300 1,300 0% 1,400 1,400 0%
H beam 1,000 1,000 0% 1,000 1,000 0%
CRC & Gal 200 200 0% 300 300 0%
Total 4,074 4,074 0% 4,365 4,365 0%
ASP (Rmb/t) old New Change old New Change
Billets 2,453 2,453 0% 2,528 2,528 0%
Narrow width strip 2,633 2,633 0% 2,708 2,708 0%
Mid width strip 2,708 2,708 0% 2,783 2,783 0%
H beam 3,053 3,053 0% 3,128 3,128 0%
CRC 3,833 3,833 0% 3,908 3,908 0%
Gal 5,000 5,000

ASP 2,829 2,848 1% 2,921 2,937 1%
Cost(Rmbit)

COGS per ton 2,363 2,384 1% 2,355 2,388 1%
EPS (Rmb/share) 0.48 0.48 0% 0.56 0.56 0%

Source: JPMorgan estimates.

The second-largest shareholder, Smart Triumph, isin talks with the largest
shareholder, Wellbeing Holdings, to gain a controlling stake of the company. We do
not expect any material progress in the short term. The cheap valuation of the
company’s share priceis the primary reason for the fight for the controlling stake.

It isunclear if Smart Triumph will buy in the open market to increase its holdings.
Wethink it islikely that Smart Triumph will continue to negotiate with Wellbeing
before making any move in the H share market.

Figure 1: Shareholders’ structure

Smart
Triumph,
28%

Free float,
29%

Wellbeing
Holdings,
42%

Source: Company.

Positive outlook of steel prices

We expect China spot steel prices to go up by 5%Y/Y in 2007 and up by another
5%Y/Y in 2008 as supply growth to lag demand growth. And net exports should fall
in 2007 and 2008.
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Table 4: China steel supply and demand model
Tons in millions

Crude  Change Crude Change Utilization rate Net Apparent  Change HRC Change Inventory

capacity production import  consumption price(US$/t) change
2002 230 180 78% 24 203 280
2003 286 24% 219 22% 7% 36 255 26% 340 21% Up
2004 356 24% 269 23% 76% 13 283 11% 470 38% Down
2005 432 21% 348 29% 81% 0 348 23% 440 -6% Up
2006 488 13% 422 21% 86% -34 387 11% 425 -3% Down
2007E 545 12% 475 13% 87% -25 450 16% 445 5% Up
2008E 580 6% 525 11% 91% -15 510 13% 468 5% Flat
2009E 597 3% 560 % 94% 0 560 10% 478 2% Flat

Source: JPMorgan estimates.
Spot prices are moving sideways. The Chinese government might cut steel export
VAT rebate to zero from 8% for long products and HRC, and cut the rebate to 5%
from 8% for CRC, galvanized steel and color-coated steel products. However, we
think thisiswidely expected and the negative impact on steel prices might be only
temporary.

Figure 2: China steel prices
Rmbl/t, including VAT
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Source: www.mysteel.com.

Valuation

We derive our Dec-07 price target of HK$3.3 by applying 1.2x FY08E P/BV to
FYO08E BVPS, implying 31% upside. We fed that the company should trade above
1x P/BV during up-cycles. 1.2x P/E is about a 10% premium to China Orienta’s
historical average P/BV.
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Figure 3: Historical one-year forward P/B
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Source: Datastream and JPMorgan estimates.

China Oriental istrading at a huge discount to larger counterparts such as Maanshan
and Angang. It istrading at a 46% discount to Maanshan and Angang’s averagein
terms of 08E P/E, 51% discount in terms of EV/EBITDA, 53% discount in terms of
P/B, with only 3% discount in terms of ROE.

Table 5: Steel companies’ valuation comparison

Maanshan Angang Average of Angang and China Oriental
Maanshan
06E 07E 08E 06E 07E 08E 06E 07E 08E 06E 07E 08E
P/E 16.6 11.6 7.6 13.0 111 8.7 14.8 11.3 8.1 7.0 52 4.4
P/B 1.8 1.7 15 31 2.7 2.4 25 2.2 1.9 1.3 1.1 0.9
EV/EBITDA 9.4 6.8 3.7 7.2 6.6 5.7 8.3 6.7 47 48 3.4 2.3
ROE (%) 11 16 21 34 26 29 23 21 25 21 23 22

Source: Company and JPMorgan estimates.



Feng Zhang Asia Pacific Equity Research JPMorgan “'
(852) 2800 8513 09 April 2007 -
feng.zhang@jpmorgan.com

Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Client of the Firm: ChinaOriental is or wasin the past 12 months a client of IPMS].
e Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment
banking services in the next three months from China Oriental.

China Oriental (0581.HK) Price Chart

5
Date Rating Share Price Price Target
4.5 — (HK$) (HK$)
4 — 24-May-04 OW 1.39
OW HK$3.3 23-Jun-05  UW 1.82 -
3.5 —
07-Jul-05 UW 1.85 1.46
3 — | N HK$2 || ow HK$2.| OW HK$2.69 | 10-Apr-06 N 1.70 2.00
Price(HK$)2.5 — 30-Aug-06 OW 1.52 2.20
2 - 16-Jan-07 OW 1.83 2.69
12-Feb-07 OW 2.25 3.30
1.5 —
1 -
0.5
0 T T T T T T T T T T T T
Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr

04 04 04 05 05 05 05 06 06 06 06 07 07

Source: Reuters and JPMorgan; price data adjusted for stock splits and dividends.

Initiated coverage May 24, 2004. This chart shows JPMorgan's continuing coverage of this stock; the current analyst may
or may not have covered it over the entire period.

JPMorgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Research Ratings and Analyst(s) Coverage Univer se:

JPMorgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average tota return of the stocks in the analyst’s (or the analyst’ steam'’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’steam’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocksin the analyst’s (or the analyst’ s team’ s) coverage universe.] The analyst or analyst’s team’ s coverage universe is the sector
and/or country shown on the cover of each publication. See below for the specific stocks in the certifying analyst(s) coverage universe.

Coverage Universe: Feng Zhang: Aluminum Corporation of China Limited (2600.HK), Angang Steel Company Limited -
A (000898.52), Angang Steel Company Limited - H (0347.HK), Baoshan Iron & Steel - A (600019.SS), China Oriental
(0581.HK), China Shenhua Energy (1088.HK), Maanshan Iron and Steel - A (600808.SS), Maanshan Iron and Steel - H
(0323.HK), Shanxi Guanlu - A (000831.SZ), Y anzhou Coal Mining - A (600188.SS), Y anzhou Coal Mining - H (1171.HK),
Zijin Mining Group Co Ltd (2899.HK)



Feng Zhang Asia Pacific Equity Research JPMorgan “'
(852) 2800 8513 09 April 2007 -
feng.zhang@jpmorgan.com

JPMorgan Equity Resear ch Ratings Distribution, as of March 30, 2007
Overweight Neutral  Underweight

(buy) (hold) (sel)

JPM Global Equity Research Coverage 42% 41% 17%
IB clients* 49% 51% 38%
JPMSI Equity Research Coverage 38% 48% 14%
IB clients* 68% 64% 53%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent JPMorgan research report for an analysis of valuation methodology and risks on any
securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on the
front of this note or your JPMorgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Other Disclosures

Optionsrelated research: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your JPMorgan Representative or visit the OCC’s website at

http://www.opti onscl earing.com/publicationg/risks/riskstoc.pdf .

L egal Entities Disclosures

U.S.: PM S| isamember of NY SE, NASD and SIPC. J.P. Morgan Futures Inc. isamember of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JIPMSL) isa
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. South Africa: J.P. Morgan Equities
Limited isamember of the Johannesburg Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific)
Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong.
Korea: J.P. Morgan Securities (Far East) Ltd, Seoul branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan
Australia Limited (ABN 52 002 888 011/AFS Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61
003 245 234/AFS Licence No: 238066) is a Market Participant with the ASX and regulated by ASIC. Taiwan: JP.Morgan Securities (Taiwan)
Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Commission. India:
J.P. Morgan India Private Limited is a member of the National Stock Exchange of India Limited and The Stock Exchange, Mumbai and is
regulated by the Securities and Exchange Board of India. Thailand: JPMorgan Securities (Thailand) Limited is a member of the Stock Exchange
of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities
Indonesiais amember of the Jakarta Stock Exchange and Surabaya Stock Exchange and is regulated by the BAPEPAM. Philippines. J.P.
Morgan Securities Philippines Inc. isamember of the Philippine Stock Exchange and is regulated by the Securities and Exchange Commission.
Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Japan: This
material is distributed in Japan by JPMorgan Securities Japan Co., Ltd., which is regulated by the Japan Financial Services Agency (FSA).
Singapore: This material isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [mica (p)
069/09/2006 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the
MAS. Malaysia: This materia isissued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-x) whichisa
Participating Organization of Bursa Maaysia Securities Bhd and is licensed as a dealer by the Securities Commission in Malaysia. Pakistan: J. P.
Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of
Pakistan.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Issued and approved for distribution in the U.K. and the EEA by JPMSL. Investment research
issued by JPMSL has been prepared in accordance with JIPMSL’s Policies for Managing Conflicts of Interest in Connection with Investment
Research which can be found at http://www.j pmorgan.com/pdfdoc/research/ConflictManagementPolicy.pdf. This report has been issued in the
U.K. only to persons of akind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2001 (al such persons being referred to as "relevant persons'). This document must not be acted on or relied on by persons who are not
relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be engaged
in only with relevant persons. In other EEA countries, the report has been issued to persons regarded as professional investors (or equivaent) in
their home jurisdiction Germany: This materia is distributed in Germany by J.P. Morgan Securities Ltd. Frankfurt Branch and JPMorgan Chase
Bank, N.A., Frankfurt Branch who are regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht. Australia: Thismaterial isissued and


http://www.morganmarkets.com/

Feng Zhang Asia Pacific Equity Research JPMorgan “'
(852) 2800 8513 09 April 2007 -

feng.zhang@jpmorgan.com

distributed by JPMSAL in Australiato “wholesale clients” only. JPMSAL does not issue or distribute this materia to “retail clients.” The
recipient of this material must not distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the
purposes of this paragraph the terms “wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations
Act 2001. Hong Kong: The 1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the
Hong Kong Code of Conduct for persons licensed by or registered with the Securities and Futures Commission. (For research published within
the first ten days of the month, the disclosure may be based on the month end data from two months’ prior.) J.P. Morgan Broking (Hong Kong)
Limited isthe liquidity provider for derivative warrantsissued by J.P. Morgan International Derivatives Ltd and listed on The Stock Exchange of
Hong Kong Limited. An updated list can be found on HKEx website: http://www.hkex.com.hk/prod/dw/Lp.htm. Korea: This report may have
been edited or contributed to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch. Singapore: JPMSI and/or its
affiliates may have aholding in any of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding
isdisclosed in the Legal Disclosures section above. India: For private circulation only not for sale. Pakistan: For private circulation only not
for sadle. New Zealand: Thismaterial isissued and distributed by JPMSAL in New Zealand only to persons whose principal businessisthe
investment of money or who, in the course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute
this material to members of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must
not distribute it to any third party or outside New Zealand without the prior written consent of PMSAL.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively JPMorgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPM S| and/or its affiliates and the analyst’ s involvement with the issuer that is the subject of the research. All pricing is as
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategiesto
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financia instruments
mentioned herein. JPM S| distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a JPMorgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

Revised March 30, 2007.

Copyright 2007 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of JPM or gan.



Feng Zhang
(852) 2800 8513
feng.zhang@jpmorgan.com

Asia Pacific Equity Research

09 April 2007

China Oriental: Summary of financials

Rmb in millions, year-end December

JPMorgan £)

Profit and Loss statement

Cash flow statement

CNY in millions, year-end Dec FYO4A FYO5A FYO6A FYO7E FYO8E  CNY inmillions, year-end Dec FY0O4A FYOS5A FY06A FYO7E FYOSE
Revenues 9119 9,183 9,782 11,604 12,821 EBIT 1229 1018 1266 1,735 2224
% change Y/Y 72.8 0.7 6.5 18.6 10.5  Depreciation & amortisation 150 297 315 348 378
Gross Margin (%) 14.4 133 14.6 16.3 18.7  Change in working capital -469 269 -966 -462 -148
EBITDA 1378 1,315 1580 2,083 2,602 Taxes 30 157 211 -288  -543
% change Y/Y 9.1 -4.6 20.2 318 249  Cash flow from operations 393 620 381 1277 1,857
EBITDA Margin (%) 15.1 14.3 16.2 17.9 20.3
EBIT 1229 1,018 1266 1,735 2,224  Capex -401 -850 600  -500 500
% change Y/Y 53 -171 243 37.1 28.2  Disposall (purchase) 0 0 0 0 0
EBIT Margin (%) 135 111 12.9 15.0 17.4  Net Interest -64 -12 -31 -50 -50
Net Interest -64 -12 -31 -50 -50  Free cash flow -8 -230 -219 777 1,357
Earnings before tax 1,171 1,004 1233 1684 2173
% change Y/Y 25 -143 22.8 36.5 29.1  Equity raised/ (repaid) 2,107 0 0 0 0
Tax 30 157 211 288 543  Debt raised/ (repaid) -500 -249 696 0 0
as % of EBT 26 -156 -171  -171  -25.0  Other 186  -585 0 0 0
Net Income (Reported) 1,173 847 1,033 1392 1627  Dividends paid -625 -136 -192 -258 -258
% change Y/Y 9.0 -27.8 22.0 34.8 16.9  Beginning cash 153 2,925 1,725 530 1,049
Shares Outstanding 2770 2905 2905 2905 2905  Ending cash 2,925 1,725 530 1,049 2,148
EPS (reported) 0424 0291 0355 0479 0560 DPS 0.226  0.047 0.066 0.089 0.104
% change Y/Y 174 -312 22.0 34.8 16.9
Balance sheet Ratio Analysis
CNY in millions, year-end Dec FYO4A FYOS5A FYO6A FYO7E FYO8E %, year-end Dec FYO4A FYO5A FY06A FYO7E FYOSE
Cash and cash equivalents 2925 1,725 530 1,049 2,148 EBITDA margin 15.1 14.3 16.2 17.9 20.3
Accounts receivable 828 714 999 1,185 1,309  Operating margin 135 11.1 12.9 15.0 17.4
Inventories 900 1,103 1,408 1,636 1,756  Net profit margin 12.9 9.2 10.6 12.0 12.7
Others 412 253 484 575 635  SG&Alsales 15.1 143 16.2 17.9 20.3
Current assets 5065 3,796 3421 4444 5847
Sales per share growth 72.8 0.7 6.5 18.6 10.5
LT investments 0 0 0 0 0  Sales growth 72.8 0.7 6.5 18.6 10.5
Net fixed assets 2,349 4236 4,675 4,674 4,796  Net profit growth 9.0 -27.8 22.0 34.8 16.9
Total assets 7482 8153 8221 9,638 11,128  EPS growth 174 312 22.0 34.8 16.9
Liabilities Interest coverage (X) 214 1134 50.2 413 51.6
ST loans 1,420 1,336 573 573 573  Net debt to total capital -14.2 -1.2 5.0 12 -11.0
Payables Net debt to equity -26.9 2.1 74 17 -153
Others 1577 1929 1802 1,828 1,976  Sales/assets 1730 1175 1195 1299 1235
Total current liabilities 2997 3112 2203 2538 2700  Assets/equity 1926 1775 1500 1457 1401
Long term debt 459 294 361 361 361 ROE 48.6 20.0 20.5 23.0 22.4
Other liabilities 25 15 56 0 0 ROCE 319 17.0 20.0 24.9 271
Total liabilities 3481 3421 2620 2899 3061
Shareholders' equity 3885 4593 5479 6617 7944
BVPS 1403 1581 1886 2278 2735

Source: Company data and JPMorgan estimates.
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