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HSCEI 9,745
HSCCI 3,851
52-week High/Low (HKS) 7.94/4.11
Market Cap (USD Mn) 4,453
Market Cap (HKS Mn) 34,552
Shares Outstanding (Mn) 6,519
Exchange Rate (RMB-HKS) 1.23
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The company or its affiliate may have
equities of the listed corporation reviewed
authorized by law. The company may also
provide investment banking and consulting
service to the listed corporation. The
Company fulfills its duty of disclosure within
its sphere of knowledge. The clients may
contact compliance@swsresearch.com for
the relevant disclosure materials. The
clients shall have a comprehensive
understanding of the disclosure in the last
page.
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Investments Highlights:

® Summary: We met industry experts and senior management of CRC during our recent
field trip to South China. We believe CRC’s competitive advantages are lowest door-to-door

cost and highest selling prices, which distinguish the company from peers in South market.
® Where we differ from consensus:

® Lower cost makes difference. Due to transshipment through waterways and silo-
terminals in South China (Figure 2, 3), CRC’s door-to-door logistics cost is around RMB20-
35/T lower than Anhui Conch'’s, with results in overall cost savings of RMB10~25/T (Figure
1). We believe this is a key earnings driver for CRC as most cement mills are close to break-

even level or are actually loss-making.

® Higher selling cost vs. peers. CRC enjoys higher sales prices (RMB10-50/T, VAT incl.) for
its cement products (Figure 5, 6), and apart from a better logistics system, we attribute this to:
the higher CaCO3 grade of its limestone, which indicates higher product quality (Figure 4);
greater brand recognition due to its position in South China market (Figure 7, 8); and highest

market share (28%), which allows for the strongest pricing power (Figure 9).

® Catalysts: It will take time for government policies supporting demand to have an effect,
and as such we expect a demand recovery in 4Q12 on both positive policies and seasonal

strength.

® Risk: Street generally has high expectations for CRC due to its management quality and
track record. However, during the current industry down-cycle the company’s fundamentals
are trending down as a result of systemic risks. We therefore believe that interim results will

be lower than expected.

Please refer to the last page for important disclosures Page 1




L]
2 SWS June 19,2012 Materials | Company Research

RESEARCH

Appendix

Figure 1: CRC’s logistic cost to cement end markets would be 20-30 lower vs. Conch

Cement end markets

Shenzhenix Il Guangzhou/ /M DongguanZ<5¢
CRC Conch Diff. CRC Conch Diff. CRC Conch Diff.
Production cost 207 198 9 207 198 9 207 198 9
Door-to-door cost 60 95 -35 30 50 -20 45 70 -25

Prod.+ Door-to-door cost 267 293 -26 237 248 -11 252 268 -16

Source: SWS On the Ground

Figure 2: CRC'’s silo-terminals in Xijiang Figure 3: CRC'’s silo-terminals in Xijiang
river. river.

Source: SWS On the Ground Source: SWS On the Ground

Figure 4: CRC’s products enjoys better quality due to higher CaCO3 grade of its limestone

CRC GX/GD 53% 58-70
Conch Yingde 46-48% 56-62
Industry average 40%-45% 55-59

Source: SWS On the Ground

Figure 5: CRC’s selling prices are higher Figure 6: CRC’s selling prices are higher by
by RMB10-40/T vs. peers in GX RMB20-50/T vs. peers in GD
P.0.42.5 Bulked,RMB/T, VAT incl. P.0.42.5 Bulked, RMB/T, VAT incl.
310 340
300 330
290 320
S 310
s 280 "23
4 ~ 300
270
290
250 270
CRC Conch TCCI CRC Conch Others
Source: SWS On the Ground Source: SWS On the Ground
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Figure 7: “4L7KJ” is a famous brand in Figure 8: “CRC” is a brand used since its
Guangxi market inception in Dongguaan in 2003
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Source: SWS On the Ground Source: SWS On the Ground

Figure 9: CRC has highest market share in Guangxi/Guangdong

Other CRC

33%

TCCl Conch
18% 21%

Source: Digital Cement, SWS On the Ground
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Information Disclosure :

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he éshe nor his/her associate
serves as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations reviewed
or any third party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company
or the group company(ies). A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market
making activities for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of
the Comgany serving as an officer of any of the listed corporation reviewed; or [iil))’ do not have any financial interest in relation to the listed corporation
reviewed or (iv) do not, presently or within the last 12 months, have any investment banking relationship with the listed corporation reviewed.

Undertakings of the Analyst

Rong Ye: Equity Analyst

I am conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China or have equivalent professional
competence. | issue this report independently and ob'ectivelly with due diligence. This report distinctly and accurately reflects my research opinions. I
have never been, am not, and will not be compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Information Disclosure with respect to the Company

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant
disclosure materials.

Introduction of Share Investment Rating

Security Investment Rating :

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report,
we define the terms as follows:

Buy : with a markup more than 20% better than that of the market :

Outperform : With a markup 5% to 20% better than that of the market ;

Neutral : with a markup less than 5% better or worse than that of the market :

Underperform : with a markup more than 5% worse than that of the market.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the
report, we define the terms as follows:

Overweight : Industry performs better than that of the whole market ;

Neutral © Industry performs about the same as that of the whole market ;

Underweight : Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative
rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation,
such as their portfolio structures and other necessary factors. The clients shall read throuéh the whole report so as to obtain the complete opinions and
information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The
industry classification is available at our sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer :

This report is to be used solely by the clients of SWS Research Co., Ltd. (hereinafter referred to as the “Company”). The Company will not deem any other
;[)‘erson as its client notwithstanding his receipt of this report.

his report is based on published information which the Company believes to be reliable, however, the authenticity, accuracy or completeness of such
information is not warranted by the Company. The materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are
not to be regarded or deemed as an invitation for the sale or purchase of any security or other investment instruments.
The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions,
which are subject to the complete report released on the Company’s website (http://www.swsresearch.com). The clients may ask for follow-up
explanations if they so wish.
The materials, opinions and estimates contained herein only reflect the 'ud%lment of the Company on the day this rﬂ)ort is released. The prices, values and
investment returns of the securities or investment instruments referred to herein may fluctuate.” At different periods, the Company may release reports
which are inconsistent with the materials, opinions and estimates contained herein.
The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment
decisions solely on this report. The investment and services referred to herein may not be suitable for certain clients and shall not constitute personal
advice for individual clients. The CompanK does not ensure that this report fully takes into consideration of the particular investment objectives, financial
situations or needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions herein are
suitable for the clients’ particular situations; and to consult an independent investment consultant if necessary.
Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under
no circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone.
Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation
for this report where the receiver of this report is not a client of the Company.
The Compangl ﬁ)ossesses all copyrights of this report. The Company reserves all rights related to this report. Unless otherwise indicated in writing, all the
copflrights of all the materials herein belong to the Com&)any. n the absence of any prior authorization by the Company in writing, no part of this report
shall be copied, photocopied, replicated or redistributed to any other person in any form by any means, or be used in any other ways which will infringe
upon the copyrights of the Company. All the trademarks, service marks and marks used herein are trademarks, service marks or marks of the Company,
and no one shall have the right to use them at any circumstances without the prior consent of the Company.
This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Honﬁ Kong only to persons who fall within the definition of professional investors whether under the Securities and
Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the
laws of the Hong Kong under the SFO).

This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within
Article 19(5} of the Financial Services and Markets Act 2000 (Financial Promotionforder 2001 (as amended (lthe “Order”) or (ii) are persons falling
within Article 49(2 (a% to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as
“Relevant Persons”). This document is directed only at Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this
document or any of its contents.

This report is for distribution in the United States only to institutional investors (subject to the conditions specified under Rule 15a-6 of the U.S. Securities
Exchange Act of 1934) through Ticonderoga Securities LLC and/or its affiliates. Any US persons wishing to effect a transaction in any security mentioned
in this report may only do so through Ticonderoga Securities LLC, telephone: +1 (212) 906-7500. Any failure to comply with these restrictions may
constitute a violation of U.S. securities laws. For more information and important disclosures regarding the US distribution of our research, please visit
http://www.ticonderogasecurities.com/swsresearch.aspx. Neither this report nor any copy of it may be taken or transmitted into Canada. The
distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves
about, and observe, any such restrictions. By accepting this report the clients agree to be bound by the foregoing limitations.
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