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Market Wrap
HSIA1.27%  HSCEIA0.92% Turnover HK$146.2 bn A 9% (30-day average) SSE Composite A1.22% SZSE Component A 2.18%
Sector tracking Stock tracking
1D A% | 1Y A% | Shanghai Connect 1D A % | Shenzhen Connect 1D A%
Power 4.3 | Marine 126.9 | GCL-POLY ENERGY(3800) 10.9 | IMMUNOTECH-B(6978) 19.1
Airlines 3.8 | Coal 69.3 | EVERG SERVICES(6666) 9.6 | LKTECH(558) 13.2
Auto 3.7 | Power 59.7 | PEUIA-B(9996) 9.5 | SKYWORTH GROUP(751) 12.7
Insurance 3.2 | Printing 34.6 | SOHO CHINA(410) 9.0 | GCL-POLY ENERGY(3800) 10.9
Water 3.1 | Chemicals 21.1 | WUXI APPTEC(2359) 8.6 | JACOBIO-B(1167) 10.3

Market Highlight
Shipping Market Varied for Container Cost Hike and BDI Slide

The global logistics supply chain continuously suffered port congestion and container shortages with the recovery of major

economies, resulting in skyrocketing shipping prices. The China Containerized Freight Index (CCFI) was 3510.8 points in

average in 1/2022, up 274% from early 2020. The Baltic Dry Index (BDI), an index of average prices paid for the transport of

dry bulk materials across more than 20 routes, rose to a peak of 5,650 points in 10/2021, and then fell all the way to around

2,000 points.BDI rebounced to 2558 in recent weeks on the the back of Ukraine uncertainty.
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Soaring prices of sea shipping may not tumble in a short time due to multiple reasons

1. The strong recovery of U.S. consumption prompted by the COVID-19 stimulus packages caused a surge in import demand,
whilst China's import and export volume climbed sharply. U.S. governments issued multiple rounds of COVID-19 aid plans
involving a large amount of cash handouts, resulted in a sustained recovery of consumption. Moreover, retailers destocked
amid the pandemic, causing lower inventory. As the U.S. import and China’s export grew in recent years, China’s trade surplus
widened further. Given Vietnam were trapped in the rebound of the pandemic, a lot of global manufacturing orders flew back
to China, thereby boosting the demand for containers. China’s export containers have been increasing solidly since 5/2021,
reaching 500,000 in 9/2021. The excess freight demand went beyond the carrying capacity of terminals. Meanwhile, large
backlog slashes the efficiency of terminals, which further deteriorates transportation.
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Source: Wind, Orient Securities (Hong Kong)

2. A shortage of labor at U.S. ports dragged down the efficiency of terminals. The World Bank launches the Container Port
Performance Index (CPPI) by evaluating the operational efficiency of 351 container ports around the world based on indicators
such as total port hours per ship call. Among them, the Port of Los Angeles and the Port of Long Beach ranked 328" and 333",
respectively. Some U.S. laborers have low willingness to find jobs given the unemployment benefits. The U.S. participation
rate dropped by 1ppt since the COVID-19 outbreak. The unemployment rate repeatedly hit fresh lows this year under the
labor shortage. However, shipping sector saw a big rise in job openings rate, indicating that the transportation market is not
attractive to labors, which adversely affects port operation.
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3. Anti-epidemic measures hurt the cargo transportation Source: Wind, Orient Securities (Hong Kong)

efficiency. China's strict 'zero-Covid' policy ensured port TR e e e e

operation, but the social distance measures (e.g., covid test

L 5/2021 Shenzhen Yantian Port, the fourth largest portin the
for all staff) inevitably somewhat affected the port world| after Shanghai, Singapore, and Ningbe, was
operation efficiency. Regional outbreaks happened closed due to the pandemic.
frequently, bringing about suspensions of port operations, 8/2021 Ningbo Zhoushan Port, the third largest port in the

world after Shanghai and Singapore, was partially
closed due to the confirmed cases of workers.

thereby hitting the global supply chain.

Our views: The global shipping market is mostly concentrated between the
major producers in East Asia and the consumer markets in Europe and the U.S.
The surge in global shipping prices was caused by multiple factors. First, the
demand for container shipping spiked amid the recovery of consumption in
Europe and the U.S. Second, anti-epidemic measures came out with the lack
of labor in the U.S. and lower efficiency of global terminals. Strong consumer
demand and labor shortages in Europe and the U.S. were still problems in the
short term during the pandemic. We believe that global shipping pressure will
grow further. However, as the pandemic weakens and the job market recovers, g
it is expected that the tensions will ease quickly.
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Hong Kong-listed Shipping Companies

Company COSCO (1919 HK) OOIL (316 HK) SITC (1308 HK) PACIFIC BASIN (2343 HK)
Net profit to parent o Revenue . . .
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. The major shipping companies listed on the HKEX booked explosive growth in revenue and profits since 4Q20. Among them, COSCO, the leading shipping player,
Our views announced a forecasted net profit of roughly RMB89.28 billion in 2021, up 799.3% yoy, while OOIL's revenue climbed 110.2%.
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Despite a big slide in cargo volume with the congestion of route network since 2H21, shipping companies recorded robust results owing to the soaring average
] income of a single container: Shipping companies showed limited resilience in cargo volume amid the sharp increase in container cargo demand. Lower efficiency of
Our views terminals dragged down the cargo volume of shipping companies due to the congestion of routes since 2H21, which even worsened in 4Q21. The wild growth in
revenue and profits of shipping companies was chiefly attributable to the single container price hike, given no large rise in cargo volume.
The shipping stocks all climbed sharply, of which the
800 | The shipping stocks advanced steadily against increase in the container business (e.g., COSCO) was
600 the backdrop of skyrocketing shlppln'g prices. higher than that of dry bulk business (e.g., Pacific
Among them, COSCO rose nearly 4 times Basin): The shipping stocks remained low due to the
400 | since early 2020, while Pacific Basin with the long downturn in shipping industry. However, the
Share 500 smallest gain, more than doubled. ‘M oy container shipping prices picked up steadily from
prices - » o —— A 4Q20, whilst shipping companies witnessed surging
0 i results and rising share prices. At its peak, COSCO
2020/1/2 2020/7/2 2021/1/2 2021/7/2 2022/1/2 advanced 6 times from that in early 2020, while Pacific
Basin, mainly focusing on dry bulk shipping,
= C0SCO = OO0IL SITC = PACIFIC BASIN underperformed other shipping stocks, in line with the

mixed trend of the shipping industry.

Source: Company, Wind, Orient Securities (Hong Kong)
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Analyst Certification

I, Ryan Zheng (Zheng Kaien), 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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