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CHART OF THE DAY — FOCUS ON INFRASTRUCTURE AND “REFORM” IN 2013
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China’s A-share market has finally popped up, with two days of strong demand and in-
Crude OiL Wl (USS/BBL. 87.0 0.3 creased turnover. While the HSBC Flash Purchasing Managers’ Index (PMI) - see detail
ruge L1, (US$ ) ’ ’ on page 4—helped, a more important factor was the weekend’s Chinese Communist Par-
Crude Oil, BRENT (US$/ ty’s Central Economic Work Conference, which set the scene for 2013. The statement
BBL) 108.3 0.1 following the meeting highlighted the urbanization theme, a point stressed by the fact that
more than 10.2m new jobs were created in Chinese cities during the first nine months of
HIBOR, 3-M (%) 0.4 - 2012. The uncertain global outlook has increased the need for China to push ahead on
domestic consumption. It is estimated that RMB100,000 in infrastructure investment is
SHIBOR, 3-M (%) 39 01 .needed for every new urban resident, sg that an investment of RMI_31 tnIhorT (US§158bn)
is needed for every 10m new urban residents. A key element of this spending will be on
) social housing, underpinning prospects for construction companies and building materials.
RMB/USD - mid rate 6.25 0.2 The statement from the conference also referred to a “pro-active fiscal policy and prudent
monetary policy in 2013”, and also stressed the continuing controls over property and the
need for reform, without elaborating what that will actually mean.
TALKING POINTS
CALENDAR THIS WEEK e CDB INTERNATIONAL INVESTMENT [1062.HK; HK$0.90] — CDB International
. Investment, a listing platform acquired by China Development Bank International early
. o 0,
Dec 14-18 Actual FDI [previously: -0.20%] this year, announced that it entered into a letter of intent (LOI) last Friday to acquire
Conference Board China Nov the entire issued share capital of Gateway Energy & Resource. Gateway is a private
Dec 19 Leading Economic Index im{estment qorporation managed by EIG GIobaI_Energy Partners,_ investing in a div_er-
sified portfolio of energy, resources and related infrastructure projects and companies
MNI December Flash Business worldwide with a net asset value of about US$175m.

Rl Sentiment Indicator

e INTIME [1833.HK; HK$9.68] — After bottoming at a low single digit (c.3%) pace, In-
time’s same store sales growth (SSSG) has improved, and is expected to achieve 9%
SSSG in Q4 2012. For the whole year, 8% SSSG should be realized comfortably,
given 9%, 10% and 3% SSSG in the first three quarters.

Source: Bloomberg

e PMI—MODERATE EXPANSION CONTINUES — This HSBC Flash Purchasing Man-
agers’ Index (PMI) for December shows that overall output is still growing in Decem-
ber, albeit at a slower pace, while the de-stocking process is continuing and export
orders are increasing. Generally, the preliminary PMI data for December suggests the
economy has continued stabilizing, and as the HSBC PMI focuses on private compa-
nies this is especially encouraging.
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CDB INTERNATIONAL INVESTMENT [1062.HK; HK$0.90] — CDB'S INTERNATIONAL ENERGY INVESTMENT PLATFORM?

e  Potential acquisition of Gateway Energy & Resource: CDB Inter-
national Investment, a listing platform acquired by China Develop-
ment Bank International early this year, announced that it entered
into a letter of intent (LOI) last Friday to acquire the entire issued
share capital of Gateway Energy & Resource. It is anticipated that
under the LOI the company may issue 2,286m new shares (44.1% of
enlarged share capital with a one-year lock-up) to complete the trans-
action. Meanwhile, China Development Bank International expressed
its intention to remain the sole controlling shareholder after the trans-
action. The parties involved will have a period of three months for
exclusive negotiation.

e Barry Cheung (FRE&) is a Gateway director: Gateway is a private
investment corporation managed by EIG Global Energy Partners,
investing in a diversified portfolio of energy, resources and related
infrastructure projects and companies worldwide with a net asset
value of about US$175m. One of its latest investments is in the pre-
ferred shares of a shale oil project in Ohio and Pennsylvania in the
US. According to press reports in the past, Gateway planned to seek
an IPO in Hong Kong in 1H12 but shelved the plan due to uncertain
market conditions. Based on public information, we understand that
Barry Cheung, the chairman of the Urban Renewal Authority and the
chairman for the campaign office of then-Chief Executive candidate
C.Y. Leung, is one of the independent non-executive directors of
Gateway.

e EIG also intends investing in the company: According to the an-
nouncement, EIG, Gateway’s investment manager, may also acquire
US$10m in new shares of CDB International Investment. EIG is an
institutional investor to the global energy sector with US$10.3b funds
under management. It specializes in private investments in energy,
resources and related infrastructure.

e International energy investment flagship of CDB? The company
changed its name from New Capital to CDB International Investment
in July after CDB International took control with a 66% stake (cost:
HK$0.40 per share). Its first major transaction was a convertible
notes investment of US$25m in early December in a drilling rig con-
struction project in the North Sea area of Norway with CIMC as a
partner. Together with the possible acquisition of Gateway, CDB
International may use the company as a platform for international
energy investment, in our view.

e  Financial highlights: Given that the company is a back-door listing
with a very short history, historical financial statements are not very
useful. As of 30 November 2012, the company announced that its
NAV per share is HK$0.3573 with a total share base of 2,902m
shares (As an investment company, it is required to disclose NAV on
a monthly basis).

CDB INTERNATIONAL INVESTMENT [1062.HK]
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Market Cap: US$337m; Free Float: 86.3%

Source: Bloomberg
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INTIME [1833.HK; HK$9.68] — Q4 SHOWING REBOUND
INTIME [1833.HK]

® Q4 SSSG shows rebound. After bottoming at a low single digit (HKS) (HKS million)
(c.3%) pace, Intime’s same store sales growth (SSSG) has improved, 12 300
and is expected to achieve 9% SSSG in Q4 2012. For the whole

year, 8% SSSG should be realized comfortably, given 9%, 10% and 10 250

3% SSSG in the first three quarters. While the drop in SSSG this year Py | 200

was an industry-wide phenomenon, we believe the SSSG rebound is

company specific, since some department stores expect even worse 6 150

results in the current quarter. . | 100
e Net profit is expected to grow at 10% YoY in 2012. While the 2H12 2 “ m h u “ “m “l ‘i u h ]‘“m - 50

concessionaire rate and gross margin will decline somewhat com- 0 I H m || |h”|| Ihll |Mi |l“||l‘ “ “||| | \ 0

pared with 1H12, due to product mix (high-margin apparel’s contribu- Dect1 Feb12 Apri2 Jun12 Aug12 Oct12

tion declined) and increased promotion activities, we expect operat-  TUNOVEr (RHS) e Price (LHS)

ing expenses will increase in proportion to revenue. All stores except
Wulin Store have operated for less than 7 years and no rental renew-
als are expected yet, meaning relatively mild growth in rentals (3-5% Source: Bloomberg
annual growth). Staff cost also showed slower year-on-year (YoY)
increase in 1H12 on operating efficiency. As a result, we believe 10%

Market Cap: US$2,501m; Free Float: 57.2%

earnings growth is achievable, while 1TH12 revenue grew 20.1% and ot
earnings growth was 13.7%. 30%
25%

e  Xi’an store to open later. While it was previously expected to open
in Q4 2012, the 30th store opening will be delayed until next year. 20%

Currently, the Xi'an store and six other projects are in the pipeline to 15%
open in 2013, increasing overall floor area (OFA) by 25%. The six
new stores are located in Zhejiang, Hebei and Anhui. With the eco- 10%
nomic recovery and relatively lower penetration level, we believe the 5%
breakeven period for new stores will remain at two years or less.
0%
e  Strong performance, more upside to come. Intime is trading at 5%

1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10 1Q11 2011 3Q11 4Q11 1Q12 2012 3Q12

14.1x PER on 2013E consensus forecast, compared with the industry e Golden Eage e s o barken

average of 15.1x. The share price recently showed strong perfor-

mance, after a period of downgrading in October due to weak sales. Source: CGIHK Research
With continuous positive news on sales figures, we expect Intime to

continue outperforming the market.

(HKS) (HKS) (US$m) (US$m) (x) (x) (x) (%) (%) (%)
GOLDEN EAGLE 3308 HK 18.96 120472215 4727 89 253 2386 20.2 1.0 1.2 14
PARKSON RETAIL 3368 HK 6.14 5371112 2,224 41 127 14.6 13.2 29 3.1 33
INTIME DEPT 1833 HK 9.68 6.93/10.96 2,498 6.3 187 16.9 141 1.8 23 28
MAQYE INTL 0848 HK 1.60 1.09/2.45 1,107 13 111 9.2 8.6 57 36 42
NEW WORLD DEPT* 0825 HK 4.72 3.89/5.45 1,026 0.4 9.3 13.1 126 32 38 33
PCD STORES GROUP 0331 HK 0.87 0.52/1.68 472 25 9.8 10.9 71 33 56 71
SPRINGLAND INTL 1700 HK 3.03 339/6.14 1,266 03 142 12.4 109 36 33 37
LIFESTYLE INTL 1212 HK 19.52 15.44 12225 4,188 6.0 17.4 17.4 15.6 2.4 2.4 26
Simple Avg 14.8 14.8 12.8 3.0 3.2 3.6
Mkt Cap Avg 17.8 17.3 16.1 24 2.5 2.7

(x) (x) x) (x) (%) (%) (%) (%) (%) ()

GOLDEN EAGLE 3308 HK 14 65 55 46 29.4 247 243 Net Cash ~ Net Cash  Net Cash
PARKSON RETAIL 3368 HK 37 26 27 24 230 17.1 181 Net Cash ~ Net Cash  Net Cash
INTIME DEPT 1833 HK 11 22 1.9 18 138 12.9 137 31.53 2173 24.38
MAQYE INTL 0848 HK 0.7 1.0 0.9 09 137 11.6 12.0 37.63 48.25 55.15
NEW WORLD DEPT* 0825 HK 2.2 1.4 1.3 13 16.5 10.2 10.8 Net Cash ~ Net Cash  Net Cash
PCD STORES GROUP 0331 HK 0.3 1.2 1.4 09 13.2 13.4 16.6 Net Cash  Net Cash  Net Cach
SPRINGLANDINTL 1700 HK 0.7 1.9 1.7 15 147 14.6 15.2 Net Cash  Net Cash  Net Cash
LIFESTYLE INTL 1212 HK 26 35 3.2 28 242 211 20.8 Net Cash 435 Net Cash
Simple Avg 1.0 2.6 2.3 2.0 18.6 16.7 16.4
Mkt Cap Avg 1.6 3.6 3.2 2.7 21.9 18.5 18.7

Source: Conpany, Bloonberg Estinates, CGIHK Research
Updated as of December 14, 2012
* Latest financdial year end in June 2012. Announced data for 2012
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e  Overall Purchasing Managers’ Index (PMI) rose to 50.9 in
December, according to the HSBC Flash PMI. This indi-
cates expanding manufacturing activity.

e  Production slowed, but is still expanding in December.

e New orders showed strong growth in the December fig-
ure, but new export business is slowing.

e Employment is stable in December, and backlogs of work
have turned positive.

e For the first time in several months, output prices have
started increasing, while prices of inputs have continued
to increase, but at a slower pace.
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DISCLAIMER

For private perusal only. This report (including any information attached) is issued by China Galaxy Internation-
al Securities (Hong Kong) Co., Limited, one of the subsidiaries of the China Galaxy International Financial
Holdings Limited, to individual addressee whether they are professional, institutional client or otherwise, in
good faith from sources believed to be reliable but no representation or warranty (expressly or implied) is made
as to their accuracy, correctness and/or completeness. Where any part of the information, opinions or esti-
mates contained herein reflects the personal views and opinions of the analysts who prepared this report, such
views and opinions may not correspond to the published view of China Galaxy International Financial Holdings
Limited and any of its subsidiaries. This report shall not be construed as an offer, invitation or solicitation to buy
or sell any securities of the company or companies referred to herein. All opinions and estimates reflect the
judgment of the analyst on the date of this report and are subject to change without notice.

Please take note that member companies of China Galaxy International Financial Holdings Limited (including
but not limited to China Galaxy International Securities (Hong Kong) Co., Ltd) and/or their directors, officers,
agents and employees (“the Relevant Parties”) may have an interest in securities of the company or companies
referred to in this report. The Relevant Parties hereby disclaim any of their liabilities arising from the inaccura-
cy, incorrectness and incompleteness of this report and its attachment/s and/or any action or omission made in
reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.

COPYRIGHT RESERVED

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459, Room 3501-3507, 35/F,
Cosco Tower, Grand Millennium Plaza, 183 Queen’s Road Central, Sheung Wan, Hong Kong. General line:
3698-6888.
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