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Kingdom Holdings Limited [Stock Code; 0528]

Global Coordinator, Bookrunner, Lead Manager
Joint Sponsors

Sector : Consumer Durables & Apparel
Business : Manufacture and sale of linen yarns

Guotai Junan Securities (Hong Kong) Limited
Guotai Junan Capital Limited
BCOM Securities Company Limited

Total share offer: 150,000,000 shares
(25% of the enlarged share capital)

Public Offer: 15,000,000 shares (10%)
Placing: 135,000,000 shares (90%)
Greenshoe: 22,500,000 shares

Price: HK$%1.40 — HK$1.75 per share
Market Capitalisation:

HK$840 million — HK$1,050 million
Pro-forma FY2005 P/E: 9.3x - 11.7x
Adjusted NTA per share: HK$0.83-HK$0.92
Staffing: 2,422 (as of 23" November 20086)

HK Public Offer period:
30" November 2006 — 5™ December 2006 noon

Receiving bank: Standard Chariered Bank
{Mong Kong) Limited

Share registrar: Tricor Invester Services Limited
Listing date: 12" December 2006

Business of Kingdom Holdings

Kingdom Holdings mainly engages in the
manufacture and sale of linen yarns. According to
the Ministry of Commerce, Zhejiang Jinyuan, a
wholly owned subsidiary of Kingdom, ranked 1
in the Mainland for the export of linen yarns both
in 2005 and 1H 2006, while Jiangsu Jinyuan,
another 100%-owned subsidiary of Kingdom,
ranked 7" and 13" in 2005 and 1H20086,
respectively.

Kingdom Holdings produces yarns with counts
ranging from 8.5 Nm to 60 Nm, which are sold
and marketed under the brands of “47%", "Crape
Myrtle" and “Kingdom"” to domestic and overseas
markets like the EU counfries, Korea, India,
Russia, Turkey and etc.

Kingdom Holdings has two production plants
based in Haiyan County in Zhejiang province and
Rugao city in Jiangsu province. Annual
production capacity of the two production facilities
totals more than 10,000 tons of linen yarns.

Major Shareholders after Listina (Assuming the over-aflofment option is not exercised)

Kingdom Investment (BV!} — 76.38% owned by Chairman Mr. Ren

Caledonia — an investment trust listed on London Stock Exchange

Millionfull {controlled by a non-executive director, Ngan Kam Wai, Albert and his family)
Royal Sincere (75% controlled by an adviser of Kingdom, Mr. Tse Chau Shing)

Unigue Source (owned by independent 3™ party)
Mr, Tse Chau Shing (an adviser of Kingdom)

45.6%
11.1%
10.8%

3.8%
3.6%
0.1%
~75.00%

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document nor ifs 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 hevein are subject to change without notice. Af time of this report,

FEast 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$208 million.

(Assuming the over-allotment option is not exercised, and at an issue price of HK$1.575 each, being the

mid-point of the indicative price range)

HK$ million
For construction of the third production base adjacent to the existing facilities, machinery 126
and equipment purchase and construction of factory building
To finance the proposed establishment or acquisition of a production base for the 55
manufacture of fiax fibres
To repay existing bank |loan, which was used primarily for the purchase of raw material 10
i-or general working capital 17
Financial Highlights
Zhejiang Jinyuan Group The Group
From From 6 months & months
Year ended 1/1/2004 to] 17/11/2004 to  Year ended ended ended
31/12/2003  16/11/2004 3112/2004  31/12/2005 30/6/2005 30/6/2006
RMB 000 RMB 000 RMB 000 RMB ‘000 RMB ‘000 RMB ‘000
Revenue 100,781 262,077 31,621 452,349 217,687 219,612
Gross profit 23,034 81,844 9,871 134,061 59,290 65,760
Profit before tax 18,278 70,841 8,205 106,467 44,397 48,717
Attributable profit 11,923 61,463 7,096 91,749 38,003 39,408
EPS RMBO0.03 RMBO0.14 RMB0.02 RMB0.20 RMBO0.08 RMB0.09
Gross margin 22.9%  312%* _ 29.6% 27.2% 29.9%
Net profit margin ".8%  238% 20.3% 17.5% 17.9%
31/12/2004  31/M2/2005  30/06/2005  30/06/2006
Net debt to SH Equity N/A N/A 100.1% 92%| N/A 59.8%

Remarks: Zhejiang Jinyuan Group becarme a wholly owned subsidiary of the Company by 17" November 2004; {*) Figures
for the full year of 2004, assuming the Company fully acquired Zhejiang Jinyuan Group on 1 st January 2004,

Strengths/Opportunities

v The quota imposed by the EU on Chinese textile preducts will expire by the end of 2007. The removal
of quota should help revive Kingdom's export sales.

Weaknesses/Threats

x Exports sales made up the integral part of Kingdom's turnover over the past years. For the year ended
31/12/2005 and the six months ended 30/06/2006, export sales accounted for 74% and 60% of the
Group's total turnover, respectively. Due the introduction of quota system for Chinese textile exports
to the EU countries in mid-2005, the Group's export sales to EU fell by 25.0% y-o0-y in the first half,
which led to a 23.5% y-o-y drop in the overall export sales in 1H2006.

x Due to a slowdown in export sales, the Group's inventory piled up during the first half, which led to a
surge in the inventory turnover days to 190 days as at 30/06/2006 from 175 days as at 31/12/2005.

% Pricing at the top end of the indicative price range would translate to a valuation of 11.7x pro-
forma FY05 P/E, which would be higher than those of Weigiao Textile (2698)'s 7.6x FY05 P/E
and Huafeng Textile (0364)'s 4.6x FY05 P/E,

Recommendation:

Unattractive
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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). 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
and / its associated or affiliated companies may from time to time have interests in securities of the
company or companies mentioned herein.

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. Opinions expressed herein 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 commaon
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation andfor within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.




