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APPENDIX 1
Summary

The company’s net profit in 2022Q1-Q3 achieved stable growth. In 2022Q1-Q3, the company realized an operating
revenue of RMB17.516bn (+49% YOY); comprehensive net profit of RMB1.584bn (+14% YOY); the total comprehensive
income attributable to the owners of the parent company was RMB 1.141bn (+12% YQY). The main reasons for the
company's performance growth during the reporting period: 1) The renovation and upgrading projects of the second and
second plants of the company's Xinxiang base and the renovation and expansion project of Xinjiang Tianxin Coal Mine have
been put into operation successively, high-quality production capacity has been further released, the transformation and
upgrading of the industrial chain has been accelerated, and the coal chemical industry has been promoted Diversified
development of related products to enhance market competitiveness. 2) Affected by geopolitics, environmental protection
policies and the continuous impact of the epidemic, global food prices have risen, driving the prices of chemical fertilizers
and coal chemical related products to rise accordingly.

The main business grew strongly. In terms of products: 1) The sales revenue of finished urea was RMB5.121bn (+50%
YOY). Affected by the continued high price of raw coal, the average production cost of urea products (+ 28% YOY). 2) The
sales revenue of urea solution for vehicles was RMB 41mn (+16% YQY), sales volume and average selling price (+7% &+8%
YOY), and the gross margin was 22.3% (+5.7% YQY). 3) Compound fertilizer sales revenue was RMB4.79bn (+70%), sales
volume was RMB1.519mn (+23% YOY), the average selling price (+38% YQY), and the gross margin was 14.8% (+0.5% YQY).
4) Methanol sales revenue was RMB1.736bn (+42% YOY), the average selling price and sales volume (+12% &+26% YQOY),
and the gross profit margin was -1% (-16% YQOY). 5) The sales revenue of dimethyl ether was RMB1.056bn (+7% YQY), the
average selling price increased by 14% YOY, and the gross profit margin was 3% (-14 % YOY). 6) The sales revenue of
melamine was RMB805mn (-0.2% YQY), and the sales volume (-3% YOY), mainly due to the continuous impact of the
Russia-Ukraine conflict, the company’s exports to Russia were restricted, and the gross profit margin was 53% (-7% YQY). 7)
The sales revenue of furfuryl alcohol was RMB520mn (-5.6% YQY), the sales volume (-7% YQY), and the gross margin was
4% (-11% YOY). 8) The revenue of pharmaceutical intermediates was RMB321mn (-14% YQY), mainly due to the decrease
of selling price and sales volume, respectively, and a gross margin of 14.6% (-6.1% YOY).

The construction of multiple projects is progressing in an orderly manner. In terms of project construction, the company
announced on November 18 that Liaoning Xinlianxin, a subsidiary of the company, plans to build a million-ton ecological
fertilizer project in Dayushan Economic Development Zone, Huludao, Liaoning. The project is mainly divided into three
phases of construction, and the first phase of investment amount is about RMB300mn. The proposed construction includes
compound fertilizer production lines, steam boilers, safety facilities, and auxiliary living facilities. The estimated
construction period is one year, and the planned production capacity is 550,000 tons. The approval will be carried out in
phases and in batches.

Earnings forecast and investment rating. We expect the company's NPAtS in 2022-2024 to be Rmb1.507bn (flat), 1.750bn
(flat) and 2.019bn (flat), the corresponding EPS in 2022-2024 to be Rmb1.23, Rmb1.42 and Rmb1.64. With reference to the
valuations of comparable companies, we value the company at FY22E PER of 6x with target price of Rmb7.39 (HKD8.50)
(the previous TP was HKD8.50, based on 5.8x PE of 2022, flat). We maintain with an "OUTPERFORM" rating.

Risk: Downstream demand was lower than expected, industry competition intensified, and product prices fell
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IMPORTANT DISCLOSURES
This research report is distributed by Haitong International, a global brand name for the equity research teams of Haitong International Research Limited (*HTIRL”), Haitong Securities India Private
Limited (“HSIPL”), Haitong International Japan K.K. (“HTIKK™), Haitong International Securities Company Limited (“HTISCL"), and any other members within the Haitong International Securities
Group of Companies (“HTISG"), each authorized to engage in securities activities in its respective jurisdiction.
HTIRL T Analyst Certification:
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research report accurately reflect my personal views about any or all of the subject companies or issuers referred to in this research and (i) no part of my compensation was, is or will be directly or
indirectly related to the specific recommendations or views expressed in this research report; and that | (including members of my household) have no financial interest in the security or securities
of the subject companies discussed.
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will be directly or indirectly related to the specific recommendations or views expressed in this research report; and that | (including members of my household) have no financial interest in the
security or securities of the subject companies discussed.
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or their securities mentioned herein are not intended to be complete and this research report is not, and should not be construed expressly or impliedly as, an offer to buy or sell securities. The
securities referred to in this research report may not be eligible f
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Prospectus Exemptions or, in Ontario, in section 73.3(1) of the Securities Act (Ontario), as applicable, and a “permitted client” as such term is defined in section 1.1 of NI 31-103, respectively.

Notice to Singapore investors: This research report is provided in Singapore by or through Haitong International Securities (Singapore) Pte Ltd (“HTISSPL”) [Co Reg No 2013114006. HTISSPL is an
Exempt Financial Adviser under the Financial Advisers Act (Cap. 110) (“FAA”) to (a) advise on securities, units in a collective investment scheme, exchange-traded derivatives contracts and over-
the-counter derivatives contracts and (b) issue or promulgate research analyses or research reports on securities, exchange-traded derivatives contracts and over-the-counter derivatives contracts.
This research report is only provided to institutional investors, within the meaning of Section 4A of the Securities and Futures Act (Cap. 289). Recipients of this research report are to contact
HTISSPL via the details below in respect of any matters arising from, or in connection with, the research report;

Haitong International Securities (Singapore) Pte. Ltd.

10 Collyer Quay, #19-01 - #19-05 Ocean Financial Centre, Singapore 049315

Telephone: (65) 6536 1920

Notice to Japanese investors: This research report is distributed by Haitong International Securities Company Limited and intended to be distributed to Financial Services Providers or Registered
Financial Institutions engaged in investment management (as defined in the Japan Financial Instruments and Exchange Act ("FIEL") Art. 61(L), Order for Enforcement of FIEL Art. 17-11(1), and
related articles).

Notice to UK and European Union investors: This research report is distributed by Haitong International Securities Company Limited. This research is directed at persons having professional
experience in matters relating to investments. Any investment or investment activity to which this research relates is available only to such persons or will be engaged in only with such persons.
Persons who do not have professional experience in matters relating to investments should not rely on this research. Haitong International Securities Company Limited’s affiliates may have a net
long or short financial interest in excess of 0.5% of the total issued share capital of the entities mentioned in this research report. Please be aware that any report in English may have been
published previously in Chinese or another language.

Notice to Australian investors: The research report is distributed in Australia by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong
International Securities (UK) Limited in reliance on ASIC Corporations (Repeal and Transitional) Instrument 2016/396, which exempts those HTISG entities from the requirement to hold an
Australian financial services license under the Corporations Act 2001 in respect of the financial services it provides to wholesale clients in Australia. A copy of the ASIC Class Orders may be
obtained at the following website, www.legislation.gov.au. Financial services provided by Haitong International Securities (
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Recommendation Chart

China XLX Fertiliser - 1866 HK
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Source: Company data Bloomberg, HTI estimates
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