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H-share Market cap (HK$mn) 9,067
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Major shareholder (%):
CSR 56.2

Source: Company, Bloomberg, ABCI Securities

Revenue composition in 1H12 (%)

CSR Times Elec (3898 HK) — Unrated

Electrical Components & Equipment Industry

Recovering signal is observed

The 1H12 interim result indicated its earnings bottomed out in 2H11
with new series of locomotives production contributing in 2H12. With a
high net profit margin of 17.1% in 1H12, it justifies a high teens double
digit of forward PER.

Profit bottomed out in 2H11. Zhuzhou CSR Times Electric reported 1H12
net profits at Rmb546mn, down 41.7%YoY but up 120.9%HoH. The sales
of electric multiple units (“EMUs”) contributed 34.5% of total revenue in
1HI12, registering revenue growth of -32.2%YoY but 21.4%HoH. The

ﬁg:glia?fﬁ;ﬂgoizgzn equipment ?g? electrical systems for urban metro business achieved outstanding progress
Train operation safety equipment 12.9 by winning a majority of all the urban metro project tenders in the PRC in
Locomotives 11.0 1Q12, those are likely to contribute revenue to 2H12.
Railway maintenance vehicles 10.9
ggrseorr:?;Zf;ggc;f;;fcﬁponems ?g Encouraging outlook. Central government investments will put the focus
Other products 6.3 on passenger dedicated lines and heavy-haul freight networks while local
Source: Company governments will be encouraged for the development of intercity railway
transportation and metro networks. In the 2H12, Zhouzhou’s new series of
Share performance (%) products. such as the electrical systems of 8-a'xle 9600kW fre?ght
Aboolite Relativar locomotives, 6-axle 7200kW passenger locomotives, plateau freight
Tomih 30 57 locomotives and 4400hp diesel locomotives will complete stringent tests
3-mth (2.5) 3.5)  and will be ready for bulk production.
6-mth 6.7 10.9
Source: Bloomberg Railway infrastructure investment will surge in 2H12. The need to
*Relative to Hang Seng Index maintain economic growth in 2012 in the PRC has triggered market
expectations that the central government will accelerate investment on
1 year price performance infrastructure. The FAI in railways is expected to surge by 122% HoH to
HKS Rmb324bn in 2H2012.
24.0
220 Risk factors: Slower-than-expected progress of FAI in railway, policies
20.0 o 'l‘ﬂ at A risk, market re-rating.
18.0 'ul V\ A M Y R
60 \ [ V'VJH,F Results and Valuation
140 \ ! FY ended Dec 31 FY07A  FY08A  FY09A FYI0A  FYIIA
12.0 ‘ Revenue (Rmb mn) 1,542 2,119 3,326 5,831 7,079
r Chg (% YoY) 22.8 37.5 56.9 75.3 21.4
10-£ug " Now 11 Feb 12 Maly 12 Augl " Gross Profit (Rmb mn) 676 787 1,207 2,152 2,435
Chg (% YoY) 9.9 16.4 53.4 78.3 13.2
Source. Bloomberg Net Income (Rmb mn) 347 422 531 852 1,184
Chg (% Yo¥) 17.1 216 25.7 60.5 39.0
EPS (Rmb) 0.32 0.39 0.490 0.790 1.090
Analyst Chg (% YoY) (27.3) 21.9 25.6 61.2 38.0
Name: Francis Chu PE (x) - - - - 14.8
Tel: (852) 2147 8313 PB (x) - - - - 33
Email: francischu@abci.com.hk Yield (%) - N - - 2.1
ROAA (%) 9.3 10.8 11.1 13.7 15.1
ROAE (%) 11.6 12.9 14.8 20.8 24.4
Net debt/total equity (%) Net Cash Net Cash Net Cash Net Cash Net Cash

Source: Company, Bloomberg, ABCI Securities estimates
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Zhuzhou CSR Times Elec (3898 HK) — half yearly operating results

1H12A
2010A 1THI11A 2H11A 2011A 1HI12A YoY HoH
(Rmbmn)
Revenue
Train power converters, auxiliary power supply
equipment & control systems 4,135 3,355 1,892 5,247 1,939 -42.2% 2.5%
Including:
Locomotives 2,351 1,481 734 2,214 352 -76.2% -52.0%
Electric Multiple Units 1,472 1,628 910 2,538 1104 32.2% 21.4%
Metropolitan rail transportation equipment 312 246 249 495 482 96.0% 94.0%
Train operation safety equipment 411 188 252 440 411 118.6% 63.3%
Railway maintenance vehicles related products 567 266 331 597 348 30.7% 5.0%
Train-borne electrical systems 5,112 3,809 2,475 6,284 2,698 229.2% 9.0%
Power semiconductor components 462 223 276 499 257 15.4% -6.9%
Sensors & related products 101 62 46 108 43 -30.0% -6.1%
Other products 212 187 48 235 202 8.0% 323.3%
Hectric components 775 471 370 841 502 6.5% 35.8%
Total Revenue 5,887 4,280 2,844 7,125 3,200 -25.2% 12.5%
Chk 0 -0 -0 -0 -0
Total Revenue 5,887 4,280 2,844 7,125 3,200 -25.2% 12.5%
Cost of sales -3,708 -2,594 -2,005 -4,599 -2,070 -20.2% 3.2%
Gross profit 2,179 1,687 839 2,526 1,130 -33.0% 34.6%
Taxes & surcharges -10 -24 221 -46 -26 7.4% 22.1%
Selling and distribution costs -346 -199 -148 -347 -143 -28.3% -3.9%
Administrative expenses -754 -378 -440 -818 -434 14.8% -1.4%
Finance income / (costs) -18 -4 -24 =27 1 -124.6% -103.8%
Impairment losses -150 -32 -37 -69 12 -137.4% -132.8%
Investment income 58 31 21 51 45 48.1% 120.2%
Including: Share of profits of associates & JCE 57 29 21 50 24 -19.4% 14.8%
Profit from operations 959 1,080 190 1,270 586 -45.8% 208.6%
Non-operating income 63 36 76 112 45 23.6% -40.9%
Non-operating expenses -35 -1 -0 -1 -0 -83.6% 507.0%
Profit before tax 987 1,115 266 1,381 630 -43.5% 137.3%
Tax -135 -181 -13 -194 -92 -48.9% 599.1%
Profit for the year 852 935 252 1,187 538 -42.4% 113.1%
Non-controlling interests -2 3F -5 -3 8 207.7% -254.3%
Profit attributable to shareholders of the Company 851 937 247 1,184 546 -41.7% 120.9%
EPS (Rmb) 0.78 0.86 0.23 1.09 0.50 -41.9% 119.3%

Source: Company, ABCI Securities estimates
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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. I 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. I and/or my associates have no
financial interests in relation to the listed company (ies) covered in this report, and I
and/or my associates do not serve as officer(s) of the listed company (ies) covered
in this report.

Disclosures of Interests
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. The compensation of the analyst
who prepared this report is determined exclusively by research management and
senior management (not including investment banking). Analyst compensation is
not based on investment banking revenues, however, compensation may relate to
the revenues of ABCI Securities Company Limited as a whole, of which investment
banking, sales and trading are a part. The securities described herein may not be
eligible for 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




