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China Railway Construction Corporation Limited [Stock Code: 1186]

Joint Global Coordinators, Joint Bookrunners,

Joint Lead Managers and Joint Sponsors

Sector
Business

. Capital goods

CITIC Securities
International

Citigroup Macquarie

Capital

. Infrastructure construction and related services, manufacture of large railway track

maintenance machinery, property development and logistics services

Total share offer: 1,706,000,000 H shares

(14.0% of the enlarged share capital)

Remark: 170.6 million non-tradable Domestic Shares will
be converted into H shares and held by National
Council for Social Security Fund (NSSF) of the PRC.
As a result, the total issued and converted H shares will
account for 15.4% of the enlarged share capital upon
completion of the Global Offering, assuming the Over-
allotment Option was not exercised.

Public Offer: 170,600,000 H shares (10%)
Placing: 1,535,400,000 H shares (90%)
Greenshoe: 255,900,000 H shares

Price: HK$9.93 — HK$10.70 per H share
H-share Market Cap: HK$120.7bIn-HK$130.1blin

Pro forma fully diluted FYO7E EPS: RMBO0.186
(based on an estimated profit attributable to equity-
holders of RMB2.262 billion in 2007 and assuming the
A-share offering is completed and 2.450 billion A
shares are newly issued)

Pro forma fully diluted FYO7E PER: 48.9x —52.7x

Adjusted NTA per H share: RMB3.11-RMB3.41
(assuming the A-share offering is completed and
2.450 billion A shares are newly issued at RMB8.00-
RMB9.08)

Staffing: 180,986 (as of 30" November 2007)

HK Public Offer period:
29" February 2008 - 5" March 2008 noon

Receiving bank: Bank of China (Hong Kong)
ICBC (Asia)
Standard Chartered Bank
HSBC

Share registrar: Computershare Hong Kong
Investor Services Limited

Listing date: 13" March 2008

Business of China Railway Construction

China Railway Construction (“CRCC”), ranked
384" in terms of total revenue amongst the
Fortune Global 500 companies, is one of the
largest integrated construction groups in the
world.

Business of CRCC can be categorized into 4
major segments, including (1) construction
operations, (2) survey, design & consultancy
operations, (3) manufacturing operations and (4)
other  businesses. CRCC  focuses on
infrastructure projects, covering nearly all types
of construction work like railway, highway,
hydropower facility, airport, port, industrial and
civil construction, and municipal projects. It also
provides construction-related survey, design and
consulting services to its clients. Besides, CRCC
is the world's 2™ largest manufacturer of large
track maintenance machinery in terms of output
volume. It is also the top large track maintenance
machinery producer in China with more than
80% market share. For other businesses, CRCC
is engages in real estate, logistics and capital
investment (BT, BOT & BOO projects), but the
segments only currently accounted for an
insignificant contribution to the Group.

CRCC has participated in notable construction
projects in the Mainland. It undertook all survey
and design work for Phase | and Il of the
Qinghai-Tibet Railway Line (ﬁﬁ%&.@?—é‘,) and was
responsible for more than 70% of the
construction work. The Group has also taken
part in various high-speed railway projects,
including the Shanghai Maglev Demonstration
Line (_(Hi&i##:%[3 = #5551 and Qinhuangdao-
Shenyang Passenger Railway Line (% 1 &"%).

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

China Railway Construction Corporation (“CRCCG”), a state-owned enterprise controlled

by the State-Owned Assets Supervision and Administration Commission (SASAC) 64.4%

A share public investors 20.2%
H share public investors* 14.0%
H shares held by NSSF 1.4%
100.0%

Remark: (*) A group of 9 corporate investors has agreed to subscribe for an aggregate US$450 million or about 19.9% of the
H-share offering. Subscriptions of the corporate investors include US$50 million each for:-
Bank of China Group Investment Limited (through Fulland Enterprises Corp.)
China Life Insurance

Cheung Kong Holdings (through Karasell International Limited)

CITIC Pacific Limited (through Silver Crescent Investment Holdings Ltd.)

Dr. the Hon. Lee Shau Kee (through Shau Kee Financial Enterprises)

Dato’ Dr. Cheng Yu-Tung (through Chow Tai Fook Nominee Limited)

Temasek Holdings (through Baytree Investments (Mauritius) Pte Ltd)

The Government of Singapore Investment Corporation Pte Ltd.

Yale University (through Gaoling Yali Feeder Ltd.)

CoNoGOR~ONE

Use of Proceeds

Net proceeds from the offer are estimated to be HK$16.855 bhillion (assuming an offer price of HK$10.32,
being the mid-point of the indicative offer price range, and the over-allotment option is not exercised)

HK$ billion
For purchase of equipment 13.48 (80%)
For the construction of a cement plant in Nigeria 1.69 (10%)
For working capital 1.69 (10%)

Remark: CRCC also launched a Shanghai A-share IPO, raising as much as RMB22.2 billion. The proceeds raised from the
A-share issue would be used for equipment purchase, expansion of manufacturing plants, real estate development, the
Shijiazhuang-Wuhan Passenger Railway Line ( 7, %7 - ﬂ‘/@ﬁaﬂ?%@}é}hﬂﬁ[’) and working capital.

Financial Highlights

I Year ended 31° Dec I 11 months ended
2004 2005 2006 | 30" Nov 2006 30™ Nov 2007
RMB million RMB million RMB million RMB million  RMB million
Revenue 86,187 110,795 153,609 138,284 146,667
Gross profit 6,385 7,925 9,596 8,602 9,732
Operating profit 457 1,275 2,438 2,044 3,942

Profit attributable to

shareholders 103 349 1,213 1,008 2,009
Gross profit margin 7.41% 7.15% 6.25% 6.22% 6.64%
Operating profit margin 0.53% 1.15% 1.59% 1.48% 2.69%
Net profit margin | 0.12% 0.32% 0.79% | 0.73% 1.37%
: 31/12/2004 31/12/2005  31/12/2006 30/11/2006 30/11/2007
Net debt/(cash) to Equity | (309.08%) (242.07%) (171.71%) | N/A (20.01%)

Revenue breakdown in terms of business segments

(RMB billion) 2004 % 2005 % 2006 % 11MO06 % 11MO07 %
Construction 80.6 93% 104.1 94% 146.4 95% | 131.7 95% 139.2 95%
Survey, design &

consultancy 2.3 3% 29 3% 3.3 2% 3.0 2% 2.7 2%
Manufacturing 14 2% 1.4 1% 1.4 1% 1.2 1% 1.6 1%
Other businesses 2.2 3% 2.9 3% 3.6 2% 3.2 2% 4.6 3%
Inter-segment

eliminations i (0.3) 0% (0.5) 0% (1.0) (1%) i (0.8) (1%) (1.5) (1%)
Total | 86.2 100% 110.8 100% 153.6 100% : 138.3 100% 146.7 100%
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Operating profit breakdown in terms of business segments

(RMB million) 2004 % 2005 % 2006 % 11M06 % 11MO07 %
Construction 2 0% 823 65% 2,093 86% | 1,732 85% 3,421 87%
Survey, design &
consultancy 103 22% 93 7% 81 3% 73 4% 195 5%
Manufacturing 76 17% 146 11% 17 1% 13 1% 82 2%
Other businesses 278 61% 212 17% 248 10% 226 11% 243 6%
Total . 458 100% 1,275 100% 2,438 100% : 2,044 100% 3,942 100%
Profit margins in terms of business segments
Gross profit margin Operating profit margin
2004 2005 2006 11M06 11MO7 2004 2005 2006 11M06 11MO7
Construction 6.4% 6.2% 5.6% 5.6% 6.0% 0.0% 08% 14% 1.3% 2.5%
Survey, design &
consultancy 28.3% 26.2% 19.0% 19.1% 23.7% : 4.3% 32% 24% 24% 7.1%
Manufacturing 17.3% 19.8% 16.6% 16.7% 15.4% 56% 105% 1.2% 1.0% 5.0%
Other businesses 13.5% 15.1% 14.7% 149% 11.7% | 12.5% 74% 7.0% 7.2% 5.3%
Total 7.4% 7.2% 6.2% 6.2% 6.6% 0.5% 1.2% 16% 15% 2.7%

Strengths/Opportunities

v

v

CRCC is one of the largest construction and building contractors in the Mainland. Therefore, it is
considered as a close proxy to the booming infrastructure investments in China.

The Chinese government has called for, in its 11™ Five-Year Plan, a total investment of about
RMB1.25 trillion to develop railway network in 2006-2010, up nearly 3 times from the corresponding
amount in the 10" Five-Year Plan (2001-2005). The substantially higher budget in railway network
construction spending should provide the Group with enormous business opportunities ahead.

The Chinese government is planning to upgrade the country’s railway network by building more high-
speed railway systems. In January, Beijing awarded construction contracts of the 6 sections of the
Beijing-Shanghai high-speed railway to 4 Chinese building companies. CRCC has won the two largest
contracts with value of RMB33.7 billion, or about 40% of the total, overwhelming its major rival China
Railway (HKEx: 0390), which has only won contracts worth a total of RMB22 billion. Leveraging on its
strong expertise and track record of participation in various complicated and sophisticated railway
projects in the Mainland, CRCC is well positioned to win more new high-speed railway contracts in the
future.

To enhance the Mainland’s road network, especially expressways, the State Council announced the
“7-9-18 Expressway Network Plan” in 2004 and has estimated a budget of RMB2.0 trillion through
2020, with about RMB140 billion to be spent per year until 2010 and RMB100 billion a year thereafter.

The Group’s overseas segment grew strongly over the last couple of years. For the first 11 months of
2007, new construction contract value from the overseas market amounted to RMB89.1 billion, more
than doubled the total new construction contract value of RMB43.6 billion in the full year of 2006.

Management of CRCC targets a dividend payout of no less than 25% in FY08 and FY09, while its rival
China Railway (HKEx: 0390) also aims at a 25% payout in the next couple of years.

Given the mega size and dual-listing status, CRCC is expected to join major stock indexes soon after
its listing.

Weaknesses/Threats

X

Competition may rise in the Mainland railway construction industry, as other infrastructure groups are
planning to take a footstep in the fast-growing sector.

Rising cost of sales like raw material, salary, and sub-contract costs, delays or defaults in accounts
receivable, mis-pricing in bids leading to thinner profit margins, etc., were among the major operating
risks that CRCC may encounter.

Recommendation: Subscribe
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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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