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China Sunshine Paper Holdings Company Limited [Stock Code:2002]

Sole Sponsor, Global Coordinator, and Lead BNP Paribas Capital (Asia Pacific) Limited

Manager

Joint Bookrunners . BNP Paribas Capital (Asia Pacific) Limited
BOCI Asia Limited

Sector . Materials

Business : Manufacture and sale of specialty paper products

Total share offer: *100,000,000 shares Business of China Sunshine Paper

(25% of the enlarged share capital) The Group was the largest white top linerboard
maker and one of the top 3 largest producer of
core board in China by production output in 2006,

Public Offer: 10,000,000 shares (10%)

Placing: 90,000,000 shares (90%) according to the China Paper Association.

Greenshoe: 15.000.000 shares Besides, it had the largest production capacity for
light-coated linerboard in China, as of 30 June

*All 100,000,000 shares are New Shares 2007

Price: HK$5.75 - HK$7.45 per share White top linerboard and light-coated linerboard

are each a main material layer of boxes for

Market Cap: HK$2,300 million— HK$2,980 million . . . .
packaging various consumer products, including

Pro forma EY2007E PER: 17.0X — 22.0X food, beverage and electronics, while core board
is used to produce durable spindles for various

Adjusted NTA per share: HK$1.80 — HK$2.20 packaging and industrial purposes.

Staffing: 1,137 (as of 30" June 2007) The Group has signed strategic co-operation
agreements with several packaging or printing

HK Public Offer period: companies who are the suppliers to some famous

29" November 2007 — 4" December 2007 leading consumer product manufacturers, such as

Mengniu Dairy, Tsingtao Brewery, Yili Dairy,

Receivi ks: Bank of icati . . .
eceiving banks: Bank of Communications Haier, Huiyuan Juice and Master Kong Chef.

Standard Chartered Bank
Prior to 2007, substantially all of the Group’s
products were sold in China. In 2007, the Group
increased its exports significantly to the Middle
HK branch share registrar & transfer office: East, North America and Asia, representing
Computershare HK Investor Services Limited approximately 10% of the Group’s sales for the
six months ended 30 June 2007.

Principal share registrar & transfer office:
Butterfield Fund Services (Cayman) Limited

Listing date: 12™ December 2007

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

China Sunrise (Cayman Islands) — ultimately owned by a group of 20 individuals. Top 3
shareholders in China Sunrise are as follow:

Mr. Wang Dongxing, Chairman & General Manager (23.18%) 42.43%
Mr. Shi Weixin, Vice Chairman (13.02%)
Mr. Wang Yilong, Executive Director (8.70%)
SOF(I) Paper (BVI) — a wholly-owned subsidiary of SOF(l). Trycom Management Limited, ultimately
owned by China Everbright Limited (0165.HK), holds approximately 78.9% of 10.98%
SOF().
Forebright (FVI) — beneficially owned by the investment team of SOF(I) comprising 11 individuals 0.34%
Good Rise (BVI) — a wholly-owned subsidiary of LC Fund Ill. Legend Holdings Limited, the
controlling shareholder of Lenovo Group Limited (0992.HK), is one of the limited 11.32%
partners of LC Fund IIl.
Deutsche Securities Asia Ltd. 9.93%
Public Investors 25.00%
100.00%

Use of Proceeds

Net proceeds from the offer are estimated to be HK$592.3 million (Assuming the over-allotment option is
not exercised, and at an issue price of HK$6.60 each, being the midpoint of the indicative price range)

HK$ million
For the purchase, installation and implementation of various production equipment and 519.4
supporting facilities to produce white top linerboard and light-coated linerboard products
For the expansion of the Group’s network of recovered paper collection points 47.2
For the research and development purpose 20.6
For the installation of the enterprise resource planning system 5.1
Financial Highlights
Year ended 31° December Six months ended June 30
2004 2005 2006 2006 2007
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Revenue 244,686 447,277 613,367 274,438 581,880
Gross profit 38,850 88,221 118,667 52,796 97,364
Attributable profit 4,422 42,451 49,940 15,339 44,086
Gross margin 15.9% 19.7% 19.3% 19.2% 16.7%
Net margin 1.8% 9.5% 8.1% 5.6% 7.6%
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Group’s revenue by product type

Year ended 31° December For the six months ended June 30
2004 2005 2006 2006 2007
RMB'000 9% RMB'000 9% RMB'000 % RMB’'000 9% RMB’000 %
\White top linerboard 178,559 73 334,209 75 424,004 69 186,498 68 448,988 77
Light-coated - - - - - - - - 5,892 1
linerboard
Core board 46,203 19 107,139 24 123,804 20 59,256 22 66,054 12
Specialized paper 19,924 8 5929 1 65,559 11 28,684 10 60,946 10
products
Total 244,686 100 447,277 100 613,367 100 274,438 100 581,880 100

Strengths/Opportunities

v

Leader in a niche market with strong demand According to the China Paper Association, China
Sunshine Paper (CSP) is a distinct leader of white top linerboard, a main material layer of packaging
boxes. Growing urbanization and rising disposable income in China are expected to drive the demand
for high-quality products, which in turn will benefit the company by lifting the demand of their
packaging boxes.

Overseas opportunities Unlike its closest comparable rival, Qunxing Paper (3868.HK), who focuses
on another niche market of decorative base paper but lacking export business, CSP seems to have a
better growth prospect in overseas markets as the company has expanded its business to the Middle
East, North America and Asia since early 2007.

Low concentration of customers CSP has over 1,000 customers while Qunxing Paper has only 125
customers. Moreover, the top-five customers of CSP accounted for around 10% of total revenue while
those of Qunxing Paper accounted for around 38%, suggesting the fact that the former can have
better pricing power on its customers.

Weaknesses/Threats

X

Fluctuation of raw material prices Raw material such as recovered paper, kraft pulp and chemicals
accounted for 88.7%, 87.6% and 80.2% of total cost of good sold for the years ended 31 December
2004, 2005 and 2006 respectively. If the company is unable to transfer the cost to its customers during
the time when the raw material prices increase, the profitability of CSP will be adversely impacted.

Rich valuation Based on the high end of the indicative offering price, the expected P/E multiple of
CSP in FY2007 reaches 22.0X. Compared with its closest comparable rival in term of market
positioning and market capitalization, Qunxing Paper, with PE ratio of only 16.3X, valuation of CSP
seems on the high side.

Recommendation: Hit and Run
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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.




