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HSIV1.82% HSCEIV1.96% Turnover HK$117.16 bn V¥ 9% (30-day average) SSE Composite ¥V 1.72% SZSE Component V 2.24%
Sector tracking Stock tracking

1D A% 1y A%] 1D A%]| 1Q A%
Utilities 0.5 Automobiles 88.6 SOLARGIGA ENERGY(757) 38.0 NEXION TECHNOLOG(8420) 339.6
Real Estate 1.0 Durable & Tech 54.9 GOLDWAY EDUCATIO(8160) 21.4 HAINAN MEILAN IN(357) 286.2
Consumer Goods 1.4 Health Care 49.8 CORNERSTONE FINA(8112) 20.0 IN TECHNICAL PRO(8446) 227.1
Capital Goods 1.4 Consumer Goods 29.2 CHINA ALUMINUM C(6898) 19.5 KNK HOLDINGS LTD(8039) 2228
Telecom Services 1.6 Materials 25.6 ROYAL CENTURY RE(8125) 18.2 YTO EXPRESS HOLD(6123) 220.9

Market Highlight
Hong Kong Utilities Series 4 — CK Hutchison Holding(1 HK):

CK Hutchison Holding Limited is a

multinational conglomerate that
operate variety sector of business in
around 50 countries and have over
300,000 employees around the world.
The business involve including Ports
and related services, retail,
infrastructure, Energy and
Telecommunications.

For the year 20201H, Hutchison Group
reported HKS 189,942 million revenue,
with YoY changes of -12%, HK$28,619

of total EBIT, with YoY changes of -21%.
The decline was primary caused by the

negative impact of collapse in crude oil A A
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HK Electric -

Power Assets Holding Ltd
(0006 HK)

) ) HK Electric (02638 HK
price to the energy sector and the Li Tzar-kuoi ectric )
negative impact of Covid-19 to the ( ﬂ
retail sector
1 I l 1 1
Port and Retail Infrastructure Energy Telecommunications
services

The Retail division consists
of the A.S. Watson (ASW)
group of companies which
operate 12 retail brands
with 15,794 stores in 25
markets worldwide in 2019,
The business provide high
quality personal care,
health and beauty product
with 138 million loyalty
customer base

The company major
division as its own the
world's leading port
network. The company
has interests in 52 ports
comprising 290
operational berths within

27 counties

the infrastructure
division comprises the
group's 75.67% interest
in CK infrastructure
holdings Limited("CKI")
and10% of the benefit
deriving from the
Group's direct holdings
in six co-owned
infrastructure
investment with CKI.

the energy division
comprises the Group's
40.19% interest in Husky
Energy ("Husky") which

is an integrated energy

company listed on the
Toronto Stock Exchange

and major business in

crude oil, NGL, and

Natural Gas production

This division
consolidatates the 3
Group business in
Europe and 66.9%
interest in HTHKH and
Hutchison Asia
Telecommunications.
HTHKH holders the
mobile operations in
Hong Kong and Macau
and the HAT mainly
operating in Indonesia
Vietnam and Sri Lanka

Orient Securities (Hong Kong) Limited

September 25, 2020
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Development Milestone

Plastics manufacturing: In 1950, after
learning how to operate a plant, Li
founded a plastic manufacturing company
in Hong Kong with personal savings and
funds borrowed from relatives. Li avidly
read trade publications and business news
before deciding to supply the world with
high quality plastic flowers at low prices.
After retooling his shop and hiring the best
technicians he could find, he prepared the
plant for a visit from a large foreign buyer. Impressed with
the quality of Li's plant, the buyer
placed a large order. A few years
later, Li grew to be the largest
supplier of plastic flowers in Asia
and made a fortune selling them.

Li Ka Shing at
his 30’s

Purchased a major stake in Hutchison Whampoa
through Cheung Kong in 1979: Hutchison Whampoa
originated as two separate companies, both founded in the
19th century. Hong Kong and

Whampoa Dock was established in

1863 and Hutchison

International was formed in 1877.

Although Hutchison Whampoa had a

large portfolio of valuable real estate interests, in docks and
retail ventures, the company eventually ran into trouble. It
was rescued by The HSBC, with HSBC taking a 22% stake in
the company and ensuring that Clague was replaced. On 25
September 1979, at the close of trade in London, HSBC
announced that it was selling its stake in Hutchison
Whampoa to Cheung Kong for HK$639 million.

Restructuring:  post-transaction®

In January 2015, B
i i shareholders shareholders
Li  Ka Shing - w— w—

confirmed the

business would
be restructured
and its property

business spun- e
off as a p"r'r;‘%.;
separately listed

Hutchison Hutchison
company, pihitiay ot
Cheung  Kong —

Husky
(listed on TSX)

Property.Bl Under the plans, Cheung Kong Holdings will
purchase the shares in Hutchison Whampoa that it does
not already own, and merge the companies under a new
single holding company, CK Hutchison Holdings. The new
holding company was established on 18 March 2015,
based in the Cayman Islands, but listed in Hong Kong.

Source: Cushman & Wakefield, Wikipedia, Orient Securities (Hong Kong)
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Entered real estate market: In
1958, believing rents would
continue to rise, Li decided to
purchase a site and develop his
own factory building. An

(K

opportunity to acquire more land arrived after the 1967
riots when many people fled Hong Kong, and, as a result,
property prices plummeted. Li believed the political crisis
would be temporary and property prices would eventually
rise, and bought land from the fleeing residents at low
prices

In 1971, Li officially named his real estate

' development company Cheung
Kong (=YL 3£). Cheung Kong
Holdings was  publicly listed
in Hong Kong Stock Exchange in
1972.

Took over HK electric in
1985: The Hongkong Electric
Company is one of Hong Kong's
two main electricity generation
companies, the other
being China Light & Power.

Q’&i:v; ﬁ%lﬂ
HK Eleclric

Hongkong Land (HKL), which owned a 34% stake in the
company, underwent a restructuring in January 1985
whereby it was forced to sell its stake in the company for
HKS$3 billion to reduce debt levels.

—

The company is now controlled by Li Ka-shing's Cheung
Kong Holdings as part of listed company Power Assets
Holdings Limited, which before February 2011 was known

as "Hongkong Electric Holdings Limited".

Li’s business empire

ogk%
- -
watsons S

HK Electric

5% E FORTRESS
Energy
Telecom

Three.com.hk

Retail

Property /

Port

|

FO®RTUNE
BEEXGET REIT

Life Sciences

CK Life Sciences Int’l. (Holdings) Inc.
Bt @ M R O® M AR A

Orient Securities (Hong Kong) Limited
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Past Ten Years Performance and Share Price

150 -
Past Ten Year
Share Price 0
(HKD) =g
0 T T T T T T T T T T
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Years 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 EBIT over 10 years
Port and service After the 2008 economy crisis, the recovery of ~ The growth of trading  The international trading continue to growth steady SO0 30000
the economy leads to frequently international  trend to be stable. during this period. However the port sector business was "% izzzs
trading. In 2011, the company achieve a 16% Company’s sector 2015 facing additional risks such as the trade war tension 10.00% I 15000
growth in EBIT and for 2012 and 2013 the EBIT  performance was mainly between the US and China escalated, the additional FX ;ZZZ: ;2220
slightly decline was mainly influence by the influence by unfavorable rate risk as UK was withdrawing from the EU and also the 000 L,
unstable FX rate FX Rate to HKD Covid-19 virus causing the deglobalization trending 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
q q A . . . . . . 30.00% r 30000
Retail The retail sector achieved a consistence double-digit The company focus its investment in the Europe and Asia area and 1000
growth of EBIT during the period by expanding its store achieve a significant sales growth. By the end of year 2019, the A.S. G - L s
globally. The A.S. Watson had over 2000 store opened in ~ Watson had over 12 retail brands and 15,794 stores over 25 country -30.00%
Europe from 2010 to 2014. worldwide. The European market contribute over 50% of the revenue.  -50.00% 2010 2011 2012 2013 2016 2015 2016 2017 2018 20131 10000
Infrastructure The Infrastructure revenue directly coming from the CK infrastructure company (CKI). During the The profit decline is cause by the 20.00% 7 30000
year 2010 to 2012, the company initiate a series of huge merge and acquisition with the energy Economic Benefits Agreements 30.00% 1 - l l e
EBIT company in UK. In 2013, the CKI had become one of the largest energy company in UK and after signed by CKAH, CKI and PAH in 1000 =
this; the company continue to acquire some of the energy company in Australia. In 2014 after 2018, asking to divesture 90% of ’10'00? | 10000
acquired the Envestra Australia, since then the CKI had become the largest gas distributor the benefit in the six co-owned zzzz; .
company in the nation. investment. 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Energy In 2011, the husky energy  Since 2012 the energy sector performance started to declining and trend to be unstable mainly cause zzzz: z:::z
sector enjoy a rapid growth by the declining and low international crude oil price. In 2015 the company record a 65% decline in EBIT |
in EBIT due to the increase in since the company recognized an after-tax property, plant and equipment impairment charges, E 000% . 5 [ 10000
. s } . . ey . T - I h I [\ m o B |
production volume and the  goodwill impairment charges, exploration and evaluation asset write-downs and inventory write-downs -30.00% { N -0
2010 2011 2012 2013 2014 2015 2016 2017 2018 @ 2019
growth of crude oil price. of C$4,015 million on its crude oil and natural gas assets -50.00% - - -10000
Telecommunication AS the smart phone market expanding quickly, ~The 3 Group had become one of the largest phone service carrier in Europe and jzzgj 20
people demand spending on phone carrier’s Australia Market. The robust revenue growth and cost amortization of the previous  10.00% - — 7 2y
services raising correspondently. The Telecom  investment lead to an increasing profit margin. The 3 Group had become one of the -10:00% 1 I 10000
business in Hong Kong, Asian and Europe both  most profitable business in the company. Also, the Hutchison Asian enjoy a robust 2gggj L o
grow rapidly. demand from Indonesia, Vietnam and Sri Lanka with EBIT grow 218% in 2019. 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

B Port and service

H Retail

B Infrastructure
Energy

Telecomunication -5%

Data Source: Company annual reports

Orient Securities (Hong Kong) Limited 3 September 25, 2020
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10-year Relevant Business Data

Year

Brent crude oil
price
(UsD/barrel)

Average
revenue per
user (ARPU) of
mobile
broadband in
Europe (in
euros per
month)

GBP/HKD
Cross

Growth rate
Eurozone Retail
Sales (%)

2010

140 -
120 -
100 -
80 -
60 -
40 -

2011

2012

2013

2014

2015

2016

2017

2018

2019

The global economy recovered
after the financial crisis. Oil
moveed higher as the tensions in

Qil prices recorded another plummet due to
the global economic downturn brought on by
the concerns over the pandemic.

QOil prices plummeted as
crude supplies surged due
to the share gas
revolution.

20 the Middle East flared in 2011.
0 T T T T T T T T T T
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
The decrease is partly due to high levels of
competition in most European countries, The The decIining.trend of ARPU has
25 Ty 18 coupled with saturated mobile markets. been slow down in recent years
el 16 15.2 15.3 14.9 14.9 148
15
10
5
0 - T T T T T T T |
2011 2012 2013 2014 2015 2016 2017 2018
14 -
13 - GBP has been weak since 2016 as the

12
11 4

Pound slumped in

Brexit uncertainty remains

10 1 2016 following Brexit
1 vote
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

50 -

4.0 - Euro zone retail sales plunged due to the

30 - multi-year sovereign debt crisis.

2.0 -

1.0 . .

0.0 NN The consumer sentiment and retail sales
(1'0) _' w have improved significantly in recent
( 2' 0) - years.
(3.0) -

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

The flaring tensions in the Middle
East caused oil prices to soar. In
2014, oil moved lower due to the
surging oil supply brought by U.S.
mature shale oil processing
technologies. It then rebounded on
the burgeoning global economy after
2016. However, in 2020, the
dwindling fuel demand amid the
coronavirus pandemic caused oil
prices to remain low amid the
economic downturn.

The ARPU of mobile broadband
customers in Europe has fallen
steadily since 2011 due to the fierce
competition and nearly —saturated
cell phone market reaching an
estimated 14.8 euros per month in
2018. This is a decrease of 22.9
percent on the ARPU generated in
2011. The declining trend of ARPU
has been slow down in recent years.

The Brexit referendum, took place in
2016 resulted in 51.9% of the votes
cast being in favour of leaving the
EU. The value of sterling slumped on
currency markets as panicking
investors contemplated the prospect
leaving the EU. While Brexit
uncertainty remains, it will be
difficult for pound to HK dollar to
return to higher levels.

The Retail division consists of the A.S.
Watson (“ASW”) group of
companies, the world’s largest
international Health and Beauty
retailer with a 138 million loyalty
member base. The European debt
crisis had significant adverse effect
on retail sales during 2010-2013. The
retail sales has keeping steady
growth in recent years.

Orient Securities (Hong Kong) Limited

September 25, 2020
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World Leading Port Network

CK Hutchison Holdings Limited (CK Holding) is the world’s leading ports investor; the
company owned the interest of 52 ports comprising 290 operational berths within
27 countries. In 2019, CK Holding’s port handled 86 million twenty-foot equivalent
units (“TEU”) which compose almost 10% of the total worldwide port traffic.

By the end of 2019, CK Holding Port sector record a 35,375 million HKD revenue and
EBIT of 9,061 million HKD, with respect to 1% and 4% increase from 2018.

As the overall throughput increase 2% to 86.0 million TEU in 2019, the growth of the
business was mainly generated by Europe, Asia and Australia market. However, the
growth was lagged back due to the escalated tension of U.S trade war and the

disposal of the Shantou Container terminals.

Total Container Throughput by
subdivision. 2018 vs. 2019
Million TEU

2019 m2018

32.8
30.7

Asia, Australia and others

Europe

Mainland China and HK

HPH Trust

Source: Company, Orient Securities (Hong Kong)

CK Holding’s Port Annual Traffic and growth rate. 2010-2019

Unit: Million TEU

Global Port’s Annual Traffic and CK Port Market share.
2010-2018

88 - - 7.00%
36 4 I 6.00%
84 4 F 5.00%
g | I L 4.00%
%0 L 3.00%

L 2.00%
78 4

L 1.00%
767 L 0.00%
74 1 L -1.00%
72 1 L -2.00%
70 4 L -3.00%
68 A L -4.00%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Company, Orient Securities (Hong Kong)

Our View: Opportunities over the Risks

In 2019 the total container throughput YoY growth at 2.0%,
reaching at 86.0 million TEU. The majority of the throughput
was contributed by mainland china and Hong Kong port, as well
as Barcelona in Spain and Panama Canal. Recent year, CK
Holding Group invest new port in middle east area as the
trading volume is raising up. Moreover in 2013 as the China
introduce the “Belt and Road” plan, the middle east had
become one of the most important maritime hub, CK Holding
Group port would play an crucial role in supporting the this
new developing opportunity.

Risk of Trade War

Overall throughput decreased 3% and total revenue of the
ports operated by HPH Trust decreased 5%. This was mainly
attributable to lower intra-Asia cargoes and transhipment
volume in Hong Kong together with decrease in US cargoes as
a result of trade tensions escalate. The Mainland China and
other Hong Kong segment’s revenue, EBITDA and EBIT decline
was mainly attributable to the loss of throughput from Shantou
International Container Terminals and weaker performance in
Shanghai from intense competition with higher margin cargoes
diverted to neighboring terminals.

Moreover as the CK Holding Group owned more diverse and
multi-national port, the China and Hong Kong’s port EBIT
contribution was only a small portion total EBIT earned. As a
result, the total effect of the U.S Trade War might had little
effect on port profitability

Unit: Million TEU

900 - r 16.00%
800 1 I 14.00%
700 1 - = Hn I L 12.00%
600 -
I 10.00%
500 -
I 8.00%
400 -
- 0,
300 6.00%
200 4 I 4.00%
100 4 [ 2.00%
0.00%

2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: World bank, Company, Orient Securities (Hong Kong)

Global Footprint of the CK Holding Port

£ ]

L ¢

0 s

Source: Company, Orient Securities (Hong Kong)
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World’s largest international H&B retailer

Orient Securities (Hong Kong) Limited

5 September 25, 2020
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The Retail division consists of the A.S. Watson (“ASW”) group of companies, the

world’s largest international Health and Beauty retailer with a 138 million loyalty

member base. ASW operated 12 retail brands with 15,794 stores in 25 markets wotsons
worldwide in 2019, providing high quality personal care, health and beauty products;

food and fine wines; as well as consumer electronics and electrical appliances. ASW

also manufactures and distributes bottled water and other beverages in Hong Kong and the Mainland.

Geographical diversity with increasing store numbers: The Group’s retail businesses are managed under five principal
operating subdivisions: Health and Beauty China; Health and Beauty Asia; Health and Beauty Western Europe; Health and
Beauty Eastern Europe; and other retail. The growth of store numbers mainly came from Health& Beauty expansion in China
and Asian.

Eastern Europe store numbers China store numbers
6000 CAGR:1.8% . 000
5000 Retail store numbers c000 CAGR:12.3%
4000 breakdown by 2000
3000 subdivisions
3000
2000
2000
1000
0
; 0

2015 2016 2017 2018 2019 nagther
Eastern )

Europe
15%

2015 2016 2017 2018 2019

Western Europe store numbers

_ Asian store numbers
CAGR:2.7% =500

6000 CAGR:11.8%
5000

5000

4000 4000

3000 3000

2000 Total retail stores at |2

1000 2019: 1000
0

2015 2016 2017 2018 2019 15’794 2015 2016 2017 2018 2019

Source: Company, Orient Securities (Hong Kong)

Steadily growth SSSG and challenge of COVID-19 pandemic

Same store sales growth: SSSG of Watson has remained steady in the Same store sales growth
past 10 years. SSSG rebounded rapidly after the financial crisis. The 51%
drop of SSSG in 2016 was due to the sales recovered in the new stores
opened in proximity in China. Although the second half of 2019 was
particularly challenging for operations in Hong Kong, these only
represented 2.6%of the retail division’s EBITDA in 2019. Comparable
stores sales in Asian uplift of 4.0% thanks to the strong performance
in Malaysia, Philippines and Thailand.

4.8%
5%
1%
3% 2% 2.3% 1.9% 2.0%

2% 1.2%
1%
0%
-1% 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

3.8%

Retail has been inevitably impacted by the pandemic, but the 2%

geographical diversity and healthy financial position of Watson can Date Reopen Schedule

help it W|ths'tand the headwmds. of the pandemlc..Lockdown in 1/5/2020 Huibei province eased lockdown
many countries have been especially tough for retailers. Healthy
financial position and diversity of Watson has made it one of the 4/5/2020 German retail stores reopened

most resilient retailers in the world. ) .
17/5/2020 Italy retail business reopened

As some of the regions gradually return to normality, the restrictions
are beginning to be eased. | believed that Watson will on track of 15/6/2020 | UK essential business reopened

growth in the second half of this yea
Source: Company, Orient Securities (Hong Kong)

Orient Securities (Hong Kong) Limited 6 September 25, 2020
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One of the Largest Phone Service Carrier in EU Market

The company telecommunication division consolidate by “3
Group” in European business market, Hutchison
Telecommunications Hong Kong Holding (66.09% Equity
Interest Owned) and Hutchison Asia Telecommunications
that focus on Indonesia, Vietnam and Sri Lanka Market.

3 Group (Europe Market)

CKH Group Telecom (CKHGT)
Hutchison Telecommunication
Hong Kong Holding

(Owned 66.09% Equity, Listed on
SEHK)

In July 2019, the CK Holding Group telecommunications
division consists of CK Hutchison Group Telecom (CKHGT)
which consolidate the 3 Group Business in Europe and a
66.09% interest in Hutchison Telecommunications Hong
Kong Holdings (HTHKH).

Hutchison Asia Telecommunication

(Indonesia, Vietnam and Srilanka Market)

C
0
o+

()
2
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In 2016, merging with Russian
carrier VimpelCom, 3 group Italy

] In June 2014, Hutchison Whampoa form the new company Wind Tre
In 2013, Hutchison acquire Ireland local phone service the Hutchison holding own 50% of
Whampoa acquire Austria carrier 02 Ireland at the price of 780 equity. In 2018, the Hutchison
third largest phone service million Euro and combine the business Holding acquire the other 50%
carrier Orange Austria for in to 3 Group Europe. This acquisition equity for 2.45 billion Euro.which
approximately 1.3 Billion let the group became one of the only let the company became the
Euro and Of_f|C|a”V enter the three phone carrier in Ireland with 1.5 largest phone service provider in
Austria Market. million active user. Italy.

Annual Active User in 3 Group Europe.2009-2019
Unit: Thousands People

50000

H UK M [taly M Australia,  ®Sweden
40000 -~ m Denmark Austria Ireland B .
_—
30000
20000 =
o I l l I . .
0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Company, Orient Securities (Hong Kong)

The Declining in active user trend is

In August 2019, the CKH Group Telecom Achieve investment grade-rating mainly cause by the Italian division as
and help the Wind Tre to refinance all of its external Debt for approximately Wind Tre facing more competitors and
10 Billion Euro which would expect generate significant interest cost saving harsh price competition.

for the business.

3 Group Europe: the most profitable sector
Over the past ten years, after three major acquisition in the Europe
telecommunication industry, the 3 Group had become one of the largest Telecommunication Sector EBIT Breakdown
phone service provider in Europe. Unit: Million HKD
During year 2013 to 2016, the acquisition of Orange Austria, O2 Ireland and 25000
Wind Tre let the company EBIT grow from 4.85 Billion HKD to 16.56 Billion
with a CAGR of 42.14% growth. The primary reason for its high EBIT grow oo ‘
was due to the high growth rate of smart phone sells and increasing people | |
I- [ ] ] Il Il Il |- ‘- - - -

W3 Group M Hutchison HK Hutchison Aisa
20000

demand for faster and stable 3G/4G service. o
5000

0

The Hutchison Asia facing large capital expenditure for infrastructure 20 2011 2013 2013 2008 2015 2016 2017 2018 2019

building for network covering during the year 2010 to 2014. later as the 5000

capital expenditure diminish, the company EBIT grow from a loss in 1,465 Source: Compent; Orent Securites (Hong Kong)

million HKD in 2014 to a gain in 2,130 million HKD in 2016. However since Average Revenue Per User Per Month for 3 Grou;
2018, the Indonesia government-imposed subscriber registration result a Unit: Euro

significant number of forced disconnection of multi-SIM user. 30

The declining in ARPU:The harsh competition the Telecom industry 20 \
eventually lead to the price competition. Since 2010 the Average Revenue 10

Per User(ARPU) start to decline each year from 26.99 Euro in 2010 to 15.19 0

Euro in 2019. The declining in ARPU would push the industry to merge and 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

acquisition more frequently in the future.

Source: Company, Orient Securities (Hong Kong)

Orient Securities (Hong Kong) Limited 7 September 25, 2020
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Infrastructure - CKI

The infrastructure sector comprise by 75.67% of the equity interest in CK
Infrastructure Holdings Limited (CKI) and 10% of the economic benefit of
the group holdings in six co-owned infrastructural investment with the CKI.  CKI EBIT vs. Co-owned Asset EBIT. 2010-2019

Bemie: Millicn HKD
In October 2018, CK holding entering the Economic Benefits Agreements W CKI EBIT W Co-owned Asset EBIT
with CK Asset Holdings Limited ( “CKAH” ), CKI and Power Asset Holding 20000

to divesture of 90% of the Group’s economic benefits from its Equity 15000
interest in the six co-owned infrastructure investments ‘ ‘

10000

CKl is the largest listed infrastructure company on the SEHK, with  so00

diversified investments in energy ,transportation and other infrastructure o

business. In 2019 CKI announced net profit of HK$10,506 million, an 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
increase of 1% from last year. The CKI’s EBITDA and EBIT of HKS27,855

million and HKS18,829 million respectively were 5% and 6% lower than last  “Source: company, Orient Securities (Hong Kong)

year in reported currency. CKI Revenue, EBITDA,EBIT and Operating Margin
Comparison. 2015-2019
Profit contribution from Power Asset Holding (PAH), a company listed on ™ ypijt: Million HKD
NN Revenue I EBITDA

the SEHK which CKI holds 35.96% of Equity interest, was HK$2,566 million

as compared to HK$2,903 million in 2018, mainly from adverse foreign %%  mmmm carr Operating Margin 44-00%
currency translation impact, the lower share of PAH from the partial £0000 42.00%
disposal, lower contribution from UK Power Networks.

40.00%
40000

Furthermore, the reduced allowed returns to HK Electric under the new | I 38.00%
Scheme of Control also lead to the decline in profitability. Although the 20000 I I I II 2600
new Scheme of Control allows a lower rate of return than in prior years, I I I I I .
this framework provides predictable and steady returns on investment as 0
well as asset-based growth opportunities during the regulatory period, as

the result the HK Electric increase it’s investment into more environmental  Source: company, Orient Securities (Hong Kong)
friendly power generator to increase it’s profitability base.

34.00%
2015 2016 2017 2018 2019

Energy - Husky Energy
The energy sector was directly lead to the Husky Energy Inc. Which was
trading in Toronto stock market, the CK Holding Limited as the largest  The Husky Energy Inc Equity distribution
shareholders owns 40.18% of its equity
By the end of 2019, Husky Energy announced net losses of C$1,370 million
in 2019, which included recognition of one-time non-cash asset
impairment in Q4 2019 of C$2,346 million. Net earnings excluding this one-
off item was C$976 million, 33% below than in 2018. This poor = Li Ka-shing
performance resulted from lower both Upstream earnings and
Downstream performance .

= CK Holding

others

Crude oil and NGL production

Husky report an average production for 2019 was 290,000 barrels of oil ~_Source: Company, Orient Securities (Hong Kong)

equivalent per day (“boe/day”), 3% below 2018 average production of

299,200 boe/day. The decrease was primarily due to a reduction of heavy  The Husky Energy Oil and Gas Reserves and
crude oil production as a result of government-mandated production  production. 2015 - 2019

curtailments in Alberta and natural declines, combined with lower  Unit: mmboe

production from Atlantic due to the suspension of production from the ;354 - mmm—Probable Reserves(mmboe)- 4000

White Rose field.The decreases were partly offset by increased bitumen —
production from the thermal projects in Western Canada. L 3000
Oil and Gas Reserves 300 4 L 5000
By the end of 2019, Huksy’s proved oil and gas reserves were 1431 million

barrels of oil equivalent (mmboe), compared to 1471 mmboe by the end L 1000
of 2018. Probable reserves were 674 mmboe compared to 1070 mmboe

by the end of 2018.The overall proved and probable reserves of 2,105 | . . . . Lo
mmboe at the end of 2019 were 17% below 2,541 mmboe at the end of 2015 2016 2017 2018 2019

20181 Source: Company, Orient Securities (Hong Kong)
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Revenue Profit Breakdown Financial Data
(Million (Million HKD) 2017 2018 2019
)
55'(',(800 i Revenue 248,515 277,129 299,021
EBIT 67592 72,885 71,108
400000 -
Net Profit 35,100 39,000 39,830
300000 - Dividend Yield 3.33% 3.53% 4.24%
200000 EPS(HKD) 9.10 10.11 10.33
DPS(HKD) 2.85 3.17 3.17
100000 - -5%
Net gearing 21.7% 26.0% 25.3%
0 - W Port and service W Retail Free cash flow 5,997 7,268 4,778

2015 2016 2017 2018 2019 = Infrastructure Energy DividentPayout  31.3%  31.36%  30.68%

The Group’s profitability is consistence and
stable. The Group has sufficient cash flow with

The Group record a stable revenue Telecommunication and Retail had
growth since 2015 became the largest earning sector of the
group, contributing 60% of the total

a low gearing ratio, reflecting a sound financial
position.

Weakness

Ll the company is exposed to
high FX rate risk as its
operating internationally

B The impact of single market on the
Group is little due to its diversified
portfolio of businesses.

Valuation
attractiveness
5
[
3

Dividend Growth
generosity momentum

Opportunity

B Deep experience in operating in Cash flow Balance sheet W The low and unstable crude oil
ST adequacy stability price might continue hurt the
multinational new market, company —

energy part of business
could keep expanding to new market.

Key Risk

B The company might exposed to & The Group has a diversified portfolio of
international FX rate risk. P/E 4.48x businesses such as property, aviation and
B Political risk as the business grow beverage.
too big would draw regulator ©  The retail and telecom business could
attentions. have strong growth in the future.

P/B 0.38x $  The energy business is anticipated to
suffer continuous losses as the oil stays
low.

Dividend yield 4.24%

Relative Performance P/E Band P/B Band
=S i ]

—HS! Index HK580 HK$70
110% HKS70
105% s HK$60

v/ HKS60 - 9.0x
100% ! HK$50 ” 0.7X
o il A o R b W mf‘/ W\\If
A 6.8X  HKS40 0.6X
0% HK540 A A'\.-A- . ""'V/J“ ‘\l‘r 5.6X ‘ S :
8% - A A ) : 30 ¥ V" 0.5%
w0 HKS30 - ™ - 4.5X -L\, 0.4%
75% HK$20 ! HK$20 J 0.3
0%
HKS$10 - HK$10 +
65%
60% HKSO T T T T T HKSO - : : : : :
03/2018 06/2018 03/2018 12/2018 03/2013 2014 2015 2016 2017 2018 2019

2014 2015 2016 2017 2018 2019
The share price underperformed the The P/E ratio is 0.38X, and the PE valuation J The P/B ratio is 0.38X, which is lower than its 5-
HSI in the past year. is on a downward trend. year average of 0.54X.
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Analyst Certification

I, Martin Ma (Ma Rong), being the person primarily responsible for the content of this research report, in whole or in part, hereby certify
that:

(1) all of the views expressed in this report accurately reflect my personal view about the subject company(ies) and its (or their) securities;

(2) no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report, or our Investment Banking Department;

(3) I am not, directly or indirectly, supervised by or reporting to our Investment Banking Department;
(4) the subject company(ies) do(es) not fall into the restriction of the quiet period as defined in paragraph 16.5(g) of SFC Code of Conduct;

(5) I and my associates do not deal in or trade in the stock(s) covered in this report within 30 calendar days prior to the date of issue of
the report;

(6) I and my associates do not serve as an officer(s) of the listed company(ies) covered in this report; and
(7) I and my associates have no financial interests in relation to the listed company (ies) covered in this report.

Important Disclosure & Disclaimer

Orient Securities (Hong Kong) Limited does and seeks to do business with the company or companies covered in this report. As a result,
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.

Orient Securities (Hong Kong) Limited and its affiliates, officers, directors, and employees may from time to time have long or short
positions in securities, warrants, futures, options, derivatives or other financial instruments referred to in this report. Orient Securities
(Hong Kong) Limited or its group companies may hold 1% or more of any class of common equity securities of the company(ies) mentioned
in this report.

In no event will Orient Securities (Hong Kong) Limited or any other member of Orient Securities (Hong Kong) Limited be liable or
responsible for loss of any kind, whether direct, indirect, consequential or incidental, resulting from the act or omission of any third party
occurring in reliance upon the contents of this report.

Any information provided in this research report is for information purpose only and have no regards to the investment objectives, financial
situation or risk tolerance level of any specific recipient and does not constitute any solicitation or any offer to buy or sell any securities or
any other financial instruments. Before entering into any investment contract, individual should exercise judgment or seek for professional
advice when necessary. Orient Securities (Hong Kong) Limited may not execute transactions for individual(s) in the securities/instruments
mentioned.

Although the information in this report is obtained or complied from sources that Orient Securities (Hong Kong) Limited believes to be
reliable, no representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of
the materials contained in this report. All price-related information is indicative only, and value of the investment(s) referred to in this
report and the income from them may fluctuate because of changes in foreign exchange rates, market indexes, relevant operational /
financial conditions of the company and other factors. Information contained in this report may change at any time and Orient Securities
(Hong Kong) Limited gives no undertaking to provide notice of any such change. Past performance is not a guide to future performance,
future returns are not guaranteed, and a loss of original capital may occur.

Orient Securities (Hong Kong) Limited may issue other reports that are inconsistent with the recommendations or views expressed in this
report. This report reflects the different perspectives, insights and analytical methods of the analyst(s) and does not represent the views
of Orient Securities (Hong Kong) Limited or its affiliates. The information, opinions and estimations contained in the report reflect only the
judgment of the analyst(s) on the issuance date of this report and may be changed at any time without notice. Our sales staff, traders and
other professionals may provide our clients and our proprietary trading department with verbal or written market commentary or trading
strategies that are contrary to the recommendations or views expressed in this research report. Our proprietary trading and investment
business units may make investment decisions that are contrary to the recommendations or views expressed in this report.

This report 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 where such distribution, publication, availability or use would be contrary to any law, regulation,
rule or other registration or licensing requirement.

Investment(s) in securities / financial instructions put through/execute outside Hong Kong are subject to the applicable laws and
regulations of the relevant overseas jurisdiction, the entity issuing this research report and the analyst(s) authoring this research report
are not subject to all the disclosures and other regulatory requirements in other countries.

This report may not be copied, reproduced, distributed, redistribute or published by any person for any purpose without the prior written
consent of Orient Securities (Hong Kong) Limited. All rights are reserved.

In the preceding 12 months, Orient Securities (Hong Kong) Limited and its group of companies did not have investment banking
relationship with the companies mentioned in this research report.

This research report provides information to our customers only.
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