| B3R E REE

GUOTAI JUNAN INTERNATIONMAL

Flash Note: Xiezhong International (03663 HK) Sherry Li 490 75

PLitl: PrAEER (03663 HK) +86 755 23976675
liginyi@gtjas.com

28 December 2015

New Product Development Agreement with Zhejiang Vision
LI ST B TR A )

GTJA Research EHEFEZRHFR

® On 23 December 2015, Xiezhong Nanjing, a subsidiary of Xiezhong International (“the Company” or
“Xiezhong”) entered into a new product development agreement with Zhejiang Vision. The new product
development consists of 1) HVAC; 2) condensers; 3) high-pressure and low-pressure pipelines of an automotive
air-conditioner and 4) compression exhaust pipes. Zhejiang Vision conducts the business of procurement of automobile
parts and components in the PRC and is a subsidiary of Geely Holdings (99% shareholdings).

® We expect sales performance of Xiezhong will greatly benefit from the new product development agreement in
the near future. Since Zhejiang Vision is the major auto component procurement entity of Geely Holdings and mainly
serves Geely Auto (00175 HK), the order demand from Zhejiang Vision will be considerable. As of Nov. 2015, YTD
sales volume of Geely Auto has reached 456 thousand units and is expected to reach 2015 annual sales volume of 510
thousand units. With the product development agreement, Xiezhong will supply specialized HVAC or HVAC
components to fit in vehicle models of Geely Auto through the procurement of Zhejiang Vision. The market size
potential of Xiezhong's cooperation with Geely Auto will be huge if the cooperation is carried out smoothly in the future.

® We are positive on the future cooperation with Xiezhong and Geely Auto, since the Company has accumulated
abundant and mature HVAC production experience. Current client base of the Company is strong and includes, for
example, BAIC, Dong Feng PSA and Greet Wall Motor, etc. Additionally, previous cooperation with these companies
has proven to be smooth and successful with low defective rate PPM (parts per million). Over the past couple of years,
Xiezhong has developed a strong and advanced auto components laboratory to support its product development. With
the laboratory, the Company greatly increased the overall quality of its products and greatly improved its product
development ability to meet specialized and different standards from various clients. The final products for Geely Auto
will come out as soon as late 2016, since it will take approximately nine months for R&D and production before selling
to Zhejiang Vision. Therefore, we expect Xiezhong's sales volume will surge dramatically by 4Q2016 and will keep
increasing dramatically after the cooperation is more tight and mature in 2017 and 2018.

® Current Investment rating of Xiezhong is “Neutral” with target price of HK$2.50; we will likely upgrade our
investment rating to “Accumulate” and will increase our target price.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

[Te)
Time Horizon: 6 to 18 months §
Rating Definition g
Buy Relative Performance >15%; %
or the fundamental outlook of the company or sector is favorable. 2
Accumulate Relative Performance is 5% to 15%; @
or the fundamental outlook of the company or sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS
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(1) The Analysts and their associates do not serve as director in the listed corporation mentioned in this Research Report. o
(2) The Analysts and their associates have no financial interests in the listed corporation mentioned in this Research Report. ©
(3) Except for SMI Holdings Group Limited (00198), Guangshen Railway CompanyLimited-H shares (00525), China All Access (Holdings) S
Limited (00633), Guotai Junan International Holdings Limited (01788), Binhai Investment Company Limited (02886) and Link Holdings &
Limited (08237), Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer H
mentioned in this Research Report. =
(4) Guotai Junan and its group companies have not had investment banking relationships within the preceding 12 months for the listed =
corporation mentioned in this Research Report. 15
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DISCLAIMER g
N
This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities S

(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in
research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2015 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queens’ Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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