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Sector : Capital goods
Business : Manufacture of coal mining machinery

Business of Sany Heavy Equipment

Total share offer: 500,000,000 shares

(25% of the enlarged share capital) The Group is a leading manufacturer of

roadheaders for coal mining. It is also engaged
in the provision of one-stop coal mining solutions
and comprehensive coal mining equipment to its
customers. According to the China National Coal

Public Offer: 50,000,000 shares (10%)
Placing: 450,000,000 shares (90%)
Greenshoe: 75,000,000 shares

Mining Machinery Industry Association, the
Group is the largest manufacturer of
roadheaders for coal mining in the Mainland, in

Price: HK$4.10 — HK$4.80 per share

Market Cap: HK$8.2 billion — HK$9.6 billion
Pro forma fully diluted FYO9E P/E: 16.1x — 18.8x

Company guidance of FY2009E net profit:
not less than RMB450 million

Adjusted NTA per share: RMB1.67 — RMB1.82
Staffing: 2,988 (as of 5" November 2009)

HK Public Offer period:
12" November 2009 — 17" November 2009 noon

Receiving bank: HSBC
Bank of Communications (HK)

terms of sales volume in 2008.

The Group’s production facilities are located in
Shenyang City (#[%;f7), Liaoning Province (3%
44), which is in close proximity to major coal
mining sites and a major rail and highway
transportation hub in Northeast China. Besides,
the Group has also set up an extensive service
network, with 11 service centres and 44 service
outlets, covering 19 provinces throughout China
near major mining sites.

The Group’s principal products can be
categorized into two main product segments,

namely excavating machinery and combined
coal mining units. The Group has recently
developed into the coal mine transportation
vehicles product segment and expects to receive
purchase orders by the end of 2009.

Standard Chartered

Share registrar: Computershare Hong Kong
Investor Services Ltd.

Listing date: 25" November 2009

Shareholders after Listing (Assuming the over-allotment option is not exercised)
Sany Hongkong Group Limited, which is 58.24% indirectly owned by Mr. Liang Wengen

(one of the Group’s founders) and 41.76% by 13 individual shareholders™. 75.0%
Public shareholders 25.0%
100.0%

Remark: (*) The 13 individual shareholders are Tang Xiuguo (with an 8.75% indirect interest in Sany HK), Xiang Wenbo (8.00%) (a non-
executive director), Mao Zhongwu (8.00%) (the Group chairman and CEO), Yuan Jinhua (4.75%), Zhou Fugui (3.50%), Wang Haiyan
(3.00%), Yi Xiaogang (3.00%), Wang Zuochun (1.00%), Zhai Xian (0.60%), Zhai Chun (0.40%), Zhao Xiangzhang (0.38%), Duan Dawei
(0.30%) and Huang Jianlong (0.08%) (a non-executive director). All these 13 individual shareholders are amongst the Group’s founders,
current and former senior management, and their family members.

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document nor its contents shall be construed as an offer, invitation, advertisement, inducement or representation of
any kind or form whatsoever. The information is based upon information, which we consider reliable, but accuracy or
completeness is not guaranteed. Opinions expressed herein are subject to change without notice. At time of this report,
East Asia Securities Company Limited has no position in securities of the company or companies mentioned herein, while
its group companies may from time to time have interests in securities of the company or companies mentioned herein.
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Use of Proceeds

Net proceeds from the offer are estimated to be HK$2,107.5 million (based on an offer price of HK$4.45,
being the mid-point of the indicative price range and assuming the over-allotment option is not exercised)

HK$ million
For the construction of the new production facilities and related infrastructure in 632.3
Shenyang Economic and Technological Development Area from 2009 to 2011.
For the purchase of related equipment for the new production facilities and related 843.0
infrastructure in Shenyang Economic and Technological Development Area from
2009 to 2011.
For expenses related to upgrading and expansion of the existing production facilities 421.5
in Shenyang Economic and Technological Development Area from 2009 to 2011.
For general working capital. 210.8

Financial Highlights

Year ended 31° Dec 6 months ended
2006 2007 2008 30" Jun 2008 30™ Jun 2009
RMB million RMB million RMB million RMB million RMB million
Revenue 159.9 461.6 1,146.8 438.6 891.6
Gross profit 81.9 228.3 534.4 216.6 438.0
Operating profit 20.9 84.8 2453 90.3 278.2
Profit attributable to shareholders 9.9 106.1 189.0 66.5 250.2
Gross profit margin 51.2% 49.5% 46.6% 49.4% 49.1%
Operating profit margin 13.0% 18.4% 21.4% 20.6% 31.2%
Net profit margin 6.2% 23.0% 16.5% 15.2% 28.1%
31/12/2006 31/12/2007 31/12/2008 30/6/2008 30/6/2009
Net debt to Equity 65.6% 121.4% 20.7% N/A Net cash
Peer valuation comparison
Sany China Coal Energy Honghua Cr];?:ﬂ'::g?sssigied
(00631) (01898) (00196) (00658)

FY2009E FY2010E FY2009E FY2010E FY2009E FY2010E FY2009E  FY2010E

P/E ratio 16.1x — 18.8x N/A 18.4x 16.1x 16.2x 12.2x 24.2x 18.0x

Sources: Reuters

Strengths/Opportunities

v Despite efforts in the development of alternative energy like natural gas, wind power and hydro-power,
coal remains the most important source of energy in China, accounting for more than 70% of total
primary energy consumption in 2008.

v' Thanks to robust economic growth and keen demand for energy in the Mainland, the coal mining
industry has been growing strongly over the years, with fixed asset investment in the coal washing
and selecting industry expanding at a CAGR of 36.7% during 2004-2008.

v The PRC government proposed in the “11"™ Five-year Plan” (2006-2010) to promote mechanization
rate for coal extraction in the Mainland. It aims to boost the mechanization rates for large-, medium-
and small-sized coal mines to 95%, 80% and 40% by 2010 from 80%, 40% and almost zero during
the 10" Five-year Plan” (2001-2005), which would lead to strong demand for coal mining machinery
products.
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Utilisation rate of the production capacity of roadheaders, the Group’s key product, stood at 90% in
2008. To cope with future demand, the Group plans to boost its existing production capacity from 450
roadheaders and eight combined coal mining units per annum (expected in 2009) to 630 roadheaders
and 20 combined coal mining units by the end of 2010 and 780 roadheaders and 55 combined coal
mining units by the end of 2011. Besides, the Group also plans to boost its production capacity of coal
mining transportation vehicles, a new business area, from 25 vehicles by the end of 2010 to 100 by
the end of 2011.

The Group has strong research & development (“R&D”) capability. It has one research headquarters
and five research institutions employing some 450 professionals to carry out R&D work. As at 5"
November, the Group has applied for 226 patents and successfully registered 146 patents with the
State Intellectual Property Office of China.

The Group has entered into Cornerstone share placement agreement with the Government of
Singapore Investment Corporation Pte Ltd. (“GIC”) and GE Capital Equity Investments Ltd. (“GE
Capital”). GIC will subscribe for US$25 million worth of the offer shares (about 2.2% of the Group’s
enlarge share capital), while GE Capital will subscribe for US$12.5 million worth of the offer shares
(about 1.1% of the enlarged share capital). Both Cornerstone Investors will be subject to a six-month
lock-up following the Listing Date.

Weaknesses/Threats

X

Steel, machinery components and other raw material costs accounted for about 80% of the Group’s
total cost of sales. Higher raw material prices, especially steel, would depress the Group’s profit
margins.

The Group outsourced about 65% of the parts and components used in its manufacturing process.
Any unexpected supply shortage of outsourced parts and components would not only disrupt the
Group’s operation but also hurt its profit margin on higher parts and components prices.

Recommendation: Trading Buy
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of
The Bank of East Asia, Limited (BEA).

The research analyst primarily responsible for the content of this report, in part or in whole certifies
that the views on the companies and their securities mentioned in this report accurately reflect
his/her personal views. The analyst also certifies that no part of his/her compensation was, is, or will
be, directly, or indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. The
information is based upon information, which East Asia Securities Company Limited considers
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein
reflect a judgment as of the date of this document and are subject to change without notice. Any
recommendation contained in this report does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific addressee. This report is not to be taken in
substitution for the exercise of judgment by respective readers of this report, who should obtain
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or further communication given in relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities mentioned
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking,
investment banking and other banking services for these companies.

BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.

This document is not directed to, or intended for distribution to or use by, any person or entity who is
a citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.
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