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Key Data

Average FY12E PE (x) -
Average FY12E PB (x) 0.89

Source: Bloomberg, ABCI Securities

Net income in 1H2012 (Rmb mn)

GCL-Poly (3800) -330.2
Comtec (712) -121.1
Solargiga (757) -660.9
China Singyes (750) 135.9
Goldpoly (686) -98.2
Shunfeng (1165) 0.3
Source: Company
Average share performance (%)

Absolute Relative*
1-mth 23.0 17.66
3-mth 31.0 21.34
6-mth 6.5 (0.35)

*Relative to Hang Seng Index
Source: Bloomberg
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Solar Sector — Underweight

China’s move in response to EU case

China has filed a World Trade Organization case challenging subsidies
provided by some European Union members to promote the solar panel
industry. However, the market urgently needs strong catalysts to boost
domestic and overseas demand. No bottoming signal is observed on
product prices and cash call risk of highly leveraged players is mounting.

China files anti-subsidy complaint against EU: On 5 Nov, the Chinese
Ministry of Commerce (MOFCOM) has filed a complaint with the WTO
claiming EU member states ‘illegally’ subsidized PV manufacturers. In
particular, solar projects in Italy and Greece, which consumed domestically
produced solar components, can receive additional subsidies of 10%
by-law. These subsidies are said to violate WTO rules on import subsidies
which negatively affect Chinese PV exports. China PV exports to Italy
dropped by 78.8%YoY to US$0.8bn for the first nine months in 2012 after
the new subsidy rule is announced in 2011. MOFCOM has asked for
consultations with the EU. Should no solution be reached within 60 days,
China has the right to demand that the WTO pass a final ruling.

We believe the anti-subsidy compliant filed by the MOFCOM is a response
to the EU’s decision to launch a similar investigation against Chinese
manufacturers on 6 Sep. The complaint might make the case of EU tariffs
weaker. Since EU accounted for 70% of the world’s solar demand, any
evidences that weaken the EU cases against the Chinese exporters provide
short term catalysts to the industry. In addition, the new move from China
has showed its determination to promote solar industry growth in China.

Product price trend is a good yardstick to indicate supply outstripping
demand significantly: Solar stocks rebounded after Chinese government
announced on 25 Oct that they are planning to provide further subsidy to
the solar power projects in China. Domestic demand is expected to be
boosted subsequently. However, we believe the over-supply phenomenon
cannot be turnaround in the short term and the rebound of share prices
could be short-lived. According to PV Insights, average polysilicon price
dropped 3.4% to US$16.6/ton, while solar modules dropped 0.5% to
US$0.67/Watt for the week ended 31 Oct. We expect seasonality factor will
affect installation demand and will continue to put pressures on solar
component prices. In addition, Solargiga (757) plunged after it unveiled to
raise HK$93mn (at right issue price of HK$0.375/share) by way of a
1-for-9 offer in order to repay outstanding bank loans. The move reflects
bankers are unwilling to renew credit facilities to players in the solar
industry. Cash call risk of highly leveraged stocks is mounting.

Summary on selected companies in the sector

Company Ticker Price PB Net D/E ST/T debt YTD perf

HK$ X % % %
GCL-Poly 3800 1.50 1.20 1135 448 -30.9
Comtec 712 1.10 0.67 10.6 95.2 1.9
Solargiga 757 0.43 0.50 66.9 455 -44.9
China Singyes 750 4.53 151 22.9 85.5 +81.8
Goldpoly 686 1.27 1.52 68.3 18.7 +46.0

Source: Company, Bloomberg, ABCI Securities
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Exhibit 1 - US DoC rulings on anti-dumping duties

Preliminary rulings Final rulings
Suntech 31.22% 31.73%
Trina Solar 31.14% 18.32%
Others 31.18% 25.96%
China-wide entity 249.96% 249.96%

Source: US Department of Commerce

Exhibit 2 - US DoC rulings on countervailing duties

Preliminary rulings Final rulings
Suntech 2.90% 14.78%
Trina Solar 4.73% 15.97%
China-wide entity 3.61% 15.24%

Source: US Department of Commerce

Exhibit 3 — Polysilicon (US$/ton) and wafer prices (US$/piece)
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Disclosures

I, Lee Oi-yee, Lisa, being the person primarily responsible for the content of this
research report, in whole or in part, hereby certify that all of the views expressed in
this report accurately reflect my personal view about the subject company or
companies and its or their securities. | also certify that no part of my compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report.

Definition of equity rating

Rating Definition

Buy Stock return > Market return rate

Hold Market return — 6% < Stock return < Market return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross dividend
yield over the next 12 months
Time horizon of share price target: 12-month

Definition of share price risk

Rating Definition

Very high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 <180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 <180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark
index. Benchmark index: Hang Seng Index.

\olatility is calculated from the standard deviation of day to day logarithmic historic
price change. The 180-day price volatility equals the annualized standard deviation
of the relative price change for the 180 most recent trading days closing price.

ABCI Securities Company Limited and/or its member companies (“ABCI”) may
pursue financial interests to the companies mentioned in the report.

Disclaimers

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by applicable law. It has no regard to the
specific investment objectives, financial situation or particular needs of any specific
recipient. It is published solely for informational purposes and is not to be construed
as a solicitation or an offer to buy or sell any securities or related financial
instruments. No representation or warranty, either expresses or implied, is provided
in relation to the accuracy, completeness or reliability of the information contained
herein. This report should not be regarded by recipients as a substitute for the
exercise of their own judgment. Any opinions expressed in this report are subject to
change without notice and may differ or be contrary to opinions expressed by other
business areas as a result of using different assumptions and criteria. The analysis
contained herein is based on numerous assumptions. Different assumptions could
result in materially different results. The analyst(s) responsible for the preparation
of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market
information. ABCI Securities Company Limited is under no obligation to update or
keep current the information contained herein. ABCI Securities Company Limited
relies on information barriers to control the flow of information contained in one or
more areas within ABCI Securities Company Limited, into other areas, units,
Groups or affiliates of ABCI Securities Company Limited. ABCI Securities
Company Limited will not pay any research analyst any bonus, salary or other form
of compensation that is based upon a specific investment banking transaction. The
analysts’ compensation shall be based upon several factors. Chiefly among such
factors is the quality of the research and financial advice provided to our customers
and the impact that the analysts’ research has on the success of the Company’s
overall business. The final compensation of the analyst who prepared this report is
determined exclusively by research management and senior management of ABCI
Securities Company Limited. The securities described herein may not be eligible for
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sale in all jurisdictions or to certain categories of investors. The price and value of
the investments referred to in this research and the income from them may fluctuate.
Past performance is not necessarily indicative of future results. Foreign currency
rates of exchange may adversely affect the value, price or income of any security or
related instrument mentioned in this report. For investment advice, trade execution
or other enquiries, clients should contact their local sales representative. Neither
ABCI Securities Company Limited nor any of its affiliates, directors, employees or
agents accepts any liability for any loss or damage arising out of the use of all or
any part of this report. Additional information will be made available upon request.

Copyright 2012 ABCI Securities Company Limited

No part of this material may be (i) copied, photocopied or duplicated in any form by

any means or (ii) redistributed without the prior written consent of ABCI Securities

Company Limited.

Office address : ABCI Securities Company Limited, 13/F Fairmont House,
8 Cotton Tree Drive, Central, Hong Kong.

Tel : (852) 2868 2183




