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Business : Manufacturing Chinese herbal shampoo and hair-care products under the Bawang brand

Total share offer: 700,000,000 shares
(25.0% of the enlarged share capital)

Public Offer: 70,000,000 shares (10%)
Placing: 630,000,000 shares (90%)
Greenshoes: 105,000,000 shares

Price: HK$1.95 — HK$2.38 per share

Market Cap: HK$5.460 billion — HK$6.664 billion
Pro forma fully diluted FY09 P/E: 14.8x — 18.1x
Adjusted NTA per share: HK$0.58 — HK$0.68

Staffing: 625 (as of 31 December 2008)

HK Public Offer period:
22" June 2009 — 25" June 2009 noon

Business of Bawangq International (“Bawang ™ )

Bawang manufactures Chinese herbal shampoo
and other products such as skin-care products,
toothpaste and shower gels. Its major products
are shampoo under the Bawang brand, which is
the leading Chinese brand in the Chinese herbal
and overall shampoo market in the PRC with
market share of 46.3% and 7.6% respectively in
1H2008. Currently, there are multi-brands under
the company, namely Bawang, Litao, Sherry and
Royal Wind.

As of 31 December 2008, the company
distributed its products through 567 distributors
and 46 retailers. Its distribution network covered

24 provinces and four municipalities in the PRC

Receiving bank: HSBC as well as Hong Kong, Macao and Singapore.

Share registrar: Computershare Hong Kong
Investor Services Limited

Listing date: 3™ July 2009

Shareholders after Listing (Assuming the over-allotment option is not exercised)

Fortune Station
- 51% owned by Mr. Chen Qiyuan, chairman and executive Director of Bawang
(also one of the two co-founders of Bawang), and
- 49% owned by Ms. Wan Yuhua, chief executive officer and executive Director of

Bawang (another co-founder of Bawang). 75.0%
Public shareholders 25.0%
100.0%

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$1,404 million (Assuming an offer price of HK$2.165,
being the mid-point of the indicative offer price range, and the over-allotment option is not exercised)

HK$ million
For marketing and promoting its existing and new brands and products 421.2
For designing, researching and developing new products 280.2
For expanding and enhancing distribution network in the PRC 252.7
For establishing new production facilities and purchasing new production 168.5
equipment
For potential future acquisition of HPC related businesses 140.4
For working capital and other general corporate purposes 140.4
Financial Highlights
Year ended 31* Dec
2006 2007 2008
RMB "000 RMB "000 RMB "000
Revenue 392,369 921,680 1,411,248
Gross profit 225,826 498,972 901,924
Operating profit 118,557 182,453 341,925
Profit attributable to shareholders 115,959 181,345 281,774
Gross profit margin 57.55% 54.14% 63.91%
Operating profit margin 30.22% 19.80% 24.23%
Net profit margin 29.55% 19.68% 19.97%
Cash and cash equivalents 71,441 102,830 298,148

Strenqgths/Opportunities

v

Expanding distribution network outside the PRC Bawang expects to launch its products in
Malaysia, Myanmar and Thailand in 2009. Additionally, it plans to continue expanding its business by
exploring more markets outside the PRC such as Taiwan.

Expanding production capacity The company expects to have capital expenditures of
approximately RMB133.0 million, RMB60.2 million and RMB67.8 million in 2009, 2010 and 2011 to
enhance its production capacity.

Valuation Given the IPO price range of HK$1.95 to HK$2.38, the share is trading at 15x-18x 2009
P/E. Such valuation represents some 18% to 30% premium to other international brands like P&G
(PG US) and Unilever (UN US). However, since Bawang is a market leader in the fast-growing
Chinese herbal shampoo market in the PRC with unique brand positioning and strong brand
recognition, such higher premium on share price among the major international brands should be
justified.

Weaknesses/Threats

X

Bawang’s performance is vulnerable to increases in prices of raw materials and packaging
materials.

Rely on celebrities for marketing its brands and products The company depends on celebrities
like Mr. Jackie Chan and Ms. Faye Wong, to be its ambassadors to market its brands and products.
Any unexpected or undesirable side effects of the company’s products may result in severe reputation
damage, monetary losses or lawsuits.

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.




