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Rating: Buy Benefit from Diversified Product-Mix
Growth slowdown of concrete pump following quick expansion in
TP: HK$13.96 2009 to 1H12 is expected to be partially offset by recovery on cranes
segment. Zoomlion will be benefited from its diversified product-mix
Key data structure in 2013. As the leading position of Zoomlion, we are positive
H-Share price (HK$) 1024 on the growth prospects of the Group and expect it to capture the
Upside potential (%) 36.3  growth regain of the market effectively in 2013-14. Maintain “Buy”.
52Wk H/L(HKS$) 12.48/7.61
'Ss‘ﬁiﬁgffs (me) 1;128 Cranes segment expected regain. Leveraging on the recovery of the
A-share 6,276  downstream roadway and railway construction industries, we expect the
H-Market cap (HK$mn) 14,643 sales of mobile cranes to regain in 2013, and its recovery momentum in
i%'gﬁgé"g el ] (5 ) Kﬁ;)g 4Q12 will carry on in 2013. Furthermore, with strategic development on
Major shareholder (%) tower crane sub-segment, we expect its market share in tower crane
Hunan SASAC 16.2 market will continue to surge in 2013. We believe tower crane sub-
Source: Company & Bloomberg segment to be one of the spotlights for the Group in FY2013. We estimate
the cranes segment revenue to grow at 37.0% YoY in FY2013, recovered
Revenue breal'<d0\{vn by product (%) from est. 5.3% YoY in FY2012.
Concrete machineries 54.2
Cranes 264 Concrete machineries expected slowdown. After the fast expansion of
ESM 5.2 ;
e e IS 111 truck mounted concrete pump business from 2009 to 1H2012, we expect
Financial income under leasing 3.1 that the market takes time to digest the additional capacity and slows
*Based on 1-3QFY2012 results down the purchases in 2013. Although the growth of truck mounted
Source: Company concrete mixer and batch plants is expected to maintain at a relatively

high pace of growth in 2013, we believe it cannot fully offset the

Share performance (% . L
P ) slowdown effect of concrete pump. We estimate the concrete machineries

Fvrai
1-mth Abs"'gfi Rem'\fe segment revenue to grow at 20.0% YoY in FY2013, slowed down from
3-mth 2.8 -1.1  est. 22.1% YoY in FY2012.
6-mth 15.8 1.1
1: Relative to Hang Seng Index Maintain “Buy”. Zoomlion is trading at 6.0x of FY2013E PER, which is
Source: Bloomberg 40.6% discount to the mean of its peers at 10.1x. We expect that EPS will

grow at a CAGR of 27.8% during FY2012-14, and think the valuation of
Zoomlion is attractive. We maintain our target valuation at 8.2x FY2013E
Price (LHS) 1 900 EPS, and lower our target price from HK$14.16 to HK$13.96, based on
FY?2013E earnings cut reflecting the slowdown of concrete machineries.
But we are positive on the mid-to-long term growth prospects of the
Group, and maintain “Buy” rating on Zoomlion.

1 year price performance

(HKS) (HK$ mn)
13 — Volume (RHS)
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‘ ‘ ‘ Risk factors: Weak operating cash flow; Policy risk affecting FAI;
6 | H‘ AR ‘ LT Lagging effect between construction and machineries industries
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Source: Bloomberg Results and valuation
. (FY ended Dec 31) FY10A  FY11A FYI12E FY13E FY14E
Analyst Information Revenue (Rmb mn) 32,193 46,323 52,951 66,353 86,002
Steve Wong Chg (%YoY) 55.1 43.9 143 253 29.6
Tel: (852) 2147 8869 Net Income (Rmb mn) 4,666 8,055 9,014 10,709 14,732
Email: stevecwwong@abci.com.hk Chg (%YoY) 90.7 72.6 11.9 18.8 37.6
EPS (Rmb) 0.736 1.046 1.151 1.367 1.881
Previous report Chg (%YoY) 63.5 42.2 10.0 18.8 37.6
Date: December 20, 2012 PER (x) - 7.96 7.15 6.01 4.37
Rating: Buy PBR (x) - 1.98 1.62 1.33 1.06
Target price: HK$14.16 Yield (%) - 2.60 2.80 3.33 457
ROAA (%) 9.6 12.0 11.2 10.9 12.7
ROAE (%) 26.8 25.7 231 22.7 25.6
Net gearing (%) Net cash  Netcash  Netcash Net cash  Net cash

Source: Company, ABCI Securities estimates
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The momentum of slowdown of
concrete machineries will carry on
in FY2013.

Truck mounted concrete pump
slowdown in 2013

Growth of concrete mixer and
batch plant cannot fully offset
slowdown of concrete pump

Mobile cranes recover

Strategic expansion in tower crane
segment to gain market share

Zoomlion Heavy Industry

Concrete Machineries Slowdown

We estimate the concrete machineries segment revenue to grow at 20.0%
YoY in FY2013, slowed down from est. 22.1% YoY in FY2012.

Loss momentum in 4QFY2012

The concrete machineries segment of Zoomlion grew by 51.8% YOoY in
1HFY2012, however, according to Zoomlion, the sales volume growth of
truck mounted concrete pump started to decelerate in 4QFY2012. We
estimate that the sales revenue of the concrete machineries segment of the
Group will grew by 22.1% YoY in FY2012, slowed down from 50.6% Y0Y in
FY2011.

Expected slowdown in FY2013

After the aggressive sales strategies for capturing market share, the earnings
quality, measured by operating cash flow / net income ratio of Zoomlion is
lower than that of the international players, as well as the domestic players.
We believe the Group will put more emphasis on the cash collectability and
assets quality improvement in 2013, but set back its sales expansion. We
estimate that the sales revenue growth of truck mounted concrete pump will
cool down in FY2013.

On the other hand, as the Group has put more effort to sell truck mounted
concrete mixer and batch plant, we believe the gain in market share of the
Group can offset the effect from the decelerating growth of demand. We
expect the sales volume growth of truck mounted concrete mixer and batch
plan to outpace the market growth.

Cranes Regain

We estimate the cranes segment revenue to grow at 37.0% YoY in FY2013,
recovered from est. 5.3% YoY in FY2012.

Mobile cranes rebound

The mobile cranes market experienced a deep decline in 2012. The total
market sales volume of truck crane was down by 36.4% YoY in 2012.
According to CCMA, the sales volume of truck crane of Zoomlion was
dropped by 36.2% YoY, which was in line with the market, in 2012. With the
recovery on the downstream roadway and railway construction, we expect
the sales of mobile cranes to regain in 2013 surfing on the recovery
momentum since 4Q2012.

Tower crane will be a spotlight in 2013

Although the gross profit margin of tower crane is lower than that of mobile
cranes because of the keener market competition of tower crane, in order to
diversify the risk from the downstream construction cycle, Zoomlion puts
more effort to develop the tower crane business. We estimate that the market
share of tower crane of the Group increased from 3.4% in 2007 to 29.8% in
2011, and increases to 33.9% in 2012.
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Develop the excavator and
bulldozer businesses, which are
the new growth drivers

Give up ESM and focus on
construction machineries

Cash collectability is the major
concern

Zoomlion Heavy Industry

The decrease in sales of truck cranes was partially offset by the increase in
sales of tower cranes. The growth of tower crane sub-segment was primarily
attributable to the increase in the penetration into additional markets,
particularly the second-and-third tier cities, by the Group. We expect the
tower crane sales revenue of the Group will grow at a higher rate in FY2013
and FY2014 compared with the mobile cranes.

Earth Moving Machineries an Rising Star

By learning from the successful story from the development of the excavator
business by Sany Heavy, the Group started to expand the earth moving
machineries, such as excavator in 2012. The sales volume of Zoomlion’s
excavator is estimated to elevate by 64.9% YoY from 1,873 units in FY2011
to 3,089 units in FY2012. Yet, the revenue and gross profit contribution of
the earth moving machineries segment were 4.5% and 3.3% in 1HFY2012,
and estimated at 5.0% and 3.7% in FY2012, respectively. It was yet a
significant source of income for the Group in 2013.

We estimate the sales revenue growth of earth moving machineries segment
was 152.7% YoY in FY2012 and 64.2% YoY in FY2013.

Give Up Environmental and Sanitation Machineries

We expect revenue of the environmental and sanitation machineries (“ESM”)
segment of Zoomlion to stay flat in FY2013 and FY2014. The Group intends
to sell its 80% equity interest in ESM Company, a wholly-owned subsidiary
of Zoomlion, by public tendering on Hunan Province United Assets and
Equity Exchange. However, until December 31, 2012, no transfer application
has been submitted to Hunan Province United Assets and Equity Exchange.
Zoomlion decides to continue to extend the publication period of the tender.

The contribution of the ESM segment revenue to the Group is estimated to
drop from 6.4% in FY2011 to 5.9% in FY2012, and decrease to 5.2% in
FY2013.

Our Concern: Weak Earnings Quality

Although the operating cash flow (“OCF”) was positive in 1-3QFY2012, the
OCF / Net income ratio of the Group was 2.6% in 1-3QFY2012, which was
lower than that in 1-3QFY2011 at 18.3%. The OCF / Net income ratio of the
Group was 2.6%, in average, during FY2005 to 1-3QFY2012, which was
lower than that of its peers, such as Sany Heavy at 60.8% and Lonking at
38.9% during the same period of time.

Its relatively poor earnings quality suggests its current business models and
strategies are not sustainable. The Group needs to re-engineer its business
practice to generate sufficient internal cash flow to meet business expansion
and pay dividends.




ALE L

ABC INTERNATIONAL
ABCI SECURITIES COMPANY LIMITED

Product GPM will increase under
technological improvement, but
the overall GPM will be dragged
down by change of product-mix

We lower GPM forecast for
FY2013due to change of
product-mix

Estimated product mix of the Group, FY2013E

Zoomlion Heavy Industry

Outlook FY2013 and FY2014

The recovery on downstream construction works are expected to continue in
2013, which support the demand for construction machineries. With the
direction of prudent policy loosening remaining unchanged, the growth of
money supply will stimulate the short term sales growth of machineries. We
expect the sales growth of mobile cranes will back on track in FY2013.

However, we believe that the truck mounted concrete pump needs time to be
digested by the market for the additional capacity on field after the fast
growth achieved from 2009 to 2012. We expect its concrete machineries
segment revenue growth of the Group will set back in FY2013.

Technological improvement vs. Change of product-mix

The Producer Price Index (“PMI”) of China was sitting below 0% since
1Q2012. The PPI was -1.9% in December 2012. The negative growth of PPI
indicates that the raw material cost pressure of the Group becomes lower.

Furthermore, by leveraging on the R&D capability and M&A activities in
overseas market, the technological improvement helps the Group to increase
the profitability. Gross profit margin (“GPM”) of the concrete machineries
segment and cranes segment improved by 1.4ppts YoY and 2.0ppts YoY to
37.1% and 27.4%, respectively in 1-3QFY2012.

However, on the other hand, due to more sales from lower margin products,
such as truck-mounted concrete mixer and tower crane, as percentage of total
revenue in FY2013, the change of product-mix will drag down the Group’s
overall GPM. We lower our GPM forecast by 1.2ppts for FY2013 from 33.4%
previously to 32.2%.

We estimate that the GPM of the Group will drop by 1.7ppts YoY to 32.2% in
FY2013. We estimate that net income of the Group will grow by 21.5% YoY
in FY2013.

Revenue production of the Group, FY2008-FY2014E

Other Financial
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Financial highlights of the Group

1Q11 1H11  1-3Q11 FY11 1Q12 1H12  1-3Q12 1Q12 1H12 1-3Q12
(% YoY) (% YoY) (% YoY)
Revenue (Rmb mn) 10,735 24,148 33,207 46,323 11,609 29,120 39,109 8.14 20.59 17.77
Concrete Machineries 11,134 15,009 21,212 16,906 21,185 51.84 41.15
Crane 8,208 11,205 15,618 7,044 10,341 -14.18 -7.71
ESM 1,264 2,033 2,978 1,201 2,040 -4.98 0.34
Other machineries 2,793 3,844 4,932 3,186 4,323 14.07 12.46
Financial income under lease 749 1,116 1,583 783 1,220 4.54 9.32
Gross profit (Rmb mn) 3,383 7,857 11,410 15,007 3,726 9,912 13,465 10.14 26.16 18.01
Concrete Machineries 4,041 5,371 7,544 6,123 7,869 51.52 46.51
Crane 2,159 2,854 4,023 1,927 2,838 -10.75 -0.56
Environment and sanitation 407 641 917 333 593 -18.18 -7.49
Other machineries 653 1,609 1,147 770 980 17.92 -39.09
Financial income under lease 597 935 1,376 759 1,185 27.14 26.74
GPM (%) 3151 32.54 34.36 32.40 32.10 34.04 34.43 0.58ppts 1.50ppts  0.07ppts
Concrete Machineries 36.29 35.79 35.56 36.22 37.14 -0.08ppts 1.36ppts
Crane 26.30 25.47 25.76 27.36 27.44 1.05ppts 1.97ppts
Environment and sanitation 32.20 31.53 30.79 27.73 29.07 -4.47ppts  -2.46ppts
Other machineries 23.38 41.86 23.26 24.17 22.67 0.79ppts  -19.19ppts
Financial income under lease 79.71 83.78 86.92 96.93 97.13 17.23ppts  13.35ppts
Major cost
Selling and distribution cost (419) (1,230) (1,955)  (3,160) (540)  (1,473)  (2,504) 28.88 19.76 28.08
General administrative cost (322) (1,021) (1,474 (1,861) (416) (1,207) (1,734) 29.19 18.22 17.64
Other expenses (net) (90) (108) (33) (36) (68) (203) (367) -24.44 87.96 1012.12
Major cost/revenue (%)
Selling and distribution cost 3.90 5.09 5.89 6.82 4.65 5.06 6.40 0.75ppts  -0.04ppts 0.52ppts
General administrative cost 3.00 423 4.44 4.02 3.58 4.14 4.43 0.58ppts  -0.08ppts  -0.01ppts
Other expenses (net) 0.84 0.45 0.10 0.08 0.59 0.70 0.94 | -0.25ppts 0.25ppts 0.84ppts
Net income (Rmb mn) 2,024 4,628 5,962 8,055 2,089 5,622 6,960 3.21 21.48 16.74
Net margin (%) 18.85 19.17 17.95 17.39 17.99 19.31 17.80 | -0.86ppts  0.14ppts  -0.16ppts
Operating cash flow (Rmb mn) (1,298) 356 1090 1,880 (1,442) 454 179 11.09 27.53 -83.58
OCF/Net income (%) -64.13 7.69 18.28 23.34 -69.03 8.08 2.57 | -4.90ppts  0.38ppts  -15.71ppts
Source: Company
Major change of our forecast
FY12E FY13E FY14E
Previous New  Chg (%)  Previous New  Chg (%)  Previous New  Chg (%)
Revenue (Rmb mn) 51,767 52,951 2.29 61,868 66,353 7.25 73,202 86,002 17.49
Concrete Machineries 27,272 25,899 -5.03 33,179 31,070 -6.36 38,814 41,712 7.47
Cranes 13,934 16,448 18.04 16,338 22,527 37.88 18,613 27,208 46.18
ESM 3,127 3,127 0.00 3,440 3,127 -9.10 3,784 3,127 -17.36
Other machineries 5,672 5,672 0.00 6,806 7,373 8.33 9,529 11,060 16.07
Financial income under lease 1,762 1,805 2.44 2,105 2,256 7.17 2,462 2,895 17.59
Gross profit (Rmb mn) 17,644 17,974 1.87 20,655 21,368 3.45 25,183 28,499 13.17
GPM (%) 34.08 33.94  -0.14ppts 33.39 32.20  -1.18ppts 34.40 33.14  -1.26ppts
Net income (Rmb mn) 9,189 9,014 -1.91 11,029 10,709 -2.90 13,692 14,732 7.60
Net margin (%) 17.75 17.02  -0.73ppts 17.83 16.14  -1.69ppts 18.70 17.13  -1.57ppts
EPS (Rmb) 1.173 1.151 -1.89 1.408 1.367 -2.88 1.748 1.881 7.61
BVPS (Rmb) 5.078 5.080 0.05 6.209 6.201 -0.14 7.611 7.735 1.63
DPS (Rmb) 0.235 0.230 -2.05 0.282 0.273 -3.02 0.350 0.376 7.49

Source: ABCI Securities estimates
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More tower crane, more mobile
cranes in FY2013

The change of product-mix in
FY2013 will drag down the GPM
of the Group.

We lower our gross profit margin
projection by 1.2ppts to 32.2% in
FY2013

Positive on the mid-to-long turn
growth prospects of the Group
because of its diversified
product-mix structure and leading
position in construction
machineries industries, Maintain
"Buy"

Zoomlion Heavy Industry

Maintain “Buy” to Zoomlion

Revenue forecast revised up, but ...

We revise up our earnings forecast of Zoomlion by 2.3% and 7.3% for
FY2012 and FY2013, respectively as we increase our projection on sales
volume growth recovery of mobile cranes in China. Furthermore, we have
revised up our estimation on the expansion of tower crane sub-segment of the
Group.

... Bottom line cut by 2.9% in FY2013

As the GPM of cranes segment is lower than that of the truck-mounted
concrete pump of the Group. The change of product-mix in FY2013 will drag
down the GPM of the Group. We lower our gross profit margin projection by
1.2ppts to 32.2% in FY2013.

Gross margins of concrete machinery and crane segment

Concrete Cranes Overall

Machineries Segment GPM

(%) (%) (%)

FY2006 30.6 24.0 26.4
FY2007 321 26.5 28.6
FY2008 27.6 26.3 27.4
FY2009 28.5 23.7 25.7
FY2010 32.0 27.8 30.3
FY2011 35.6 25.8 324
FY2012E 375 23.3 33.9
FY2013E 36.0 23.3 32.2
FY2014E 36.7 22.5 33.1

Source: Company, ABCI securities estimates

Furthermore, as the Group issued Senior Notes of USD600mn in 2012 with
interest rate at 6.125% per annual for the sake of expanding the overseas
businesses. The increase in financial cost will erode the profitability of
Zoomlion in FY2013.

Maintain “Buy” with TP: HK$13.96

We expect that the regain in cranes segment cannot fully offset the slowdown
of truck mounted concrete pump as the lower in profit margin of cranes
segment compared than that of concrete machineries segment, so we cut our
net income forecasts of Zoomlion for FY2013.

However, we still maintain our positive view on the mid-to-long term growth
prospects of the Group because of its diversified product-mix structure and
leading position in construction machineries industries. We maintain our
target valuation at 8.2x of FY2013E PER.

Zoomlion is trading at 6.0x of FY2013E PER, which is 40.6% discount to the
weighted average of its peers’ (construction machinery makers) at 10.1x. The
historical average was 9.6x and ranged between 5.7x to 18.5x. Considering
with the recovery trend of downstream construction industry, we expect that
EPS of Zoomlion will grow at a CAGR of 27.8% during FY2012-14, and its
ROAE will be 22.7% and 25.6% in FY2013 and FY2014, respectively.
Comparing with the peers, the valuation of Zoomlion is attractive.
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Although we cut our target price from HK$14.16 to HK$13.96 reflecting the
slowdown of sales and earnings growth in FY2013, the counter has fallen
15.4% from the peak in December 2012 and we believe the current level is an
attractive entry point. We think the government investment is about to
accelerate after the National People’s Congress of the PRC (“4E ARMREK
4™ and the National Committee of the Chinese People's Political
Consultative Conference (“4:EB#Z 5i4:4:i”). The sentiment of the stock
will maintain in uptrend. We maintain “Buy” rating on Zoomlion.

PB band of the Zoomlion H-share PE band of Zoomlion H-share
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Peer Groups Valuation

Peer group valuation and earnings forecasts summary of construction and farm machinery sectors

Company Ticker MKT Share PER (x) EPS Change (%) PBR (x) ROAE (%)
CAP! Price
(HKD mn) FY2012 FY2013 FY2012 FY2013 FY2012 FY2013 FY2012 FY2013
Construction Machinery Makers
CATERPILLAR INC CAT US 453,026 USD 89.16 10.99 9.35 -6.89 17.58 2.67 2.22 36.22 28.19
KOMATSU LTD 6301 JP 188,455 JPY 2286 12.24 11.99 7.64 2.08 2.01 1.83 18.53 13.15
SANY HEAVY INDUS 600031 CH 107,102 CNY 11.30 12.18 10.27 -18.53 18.53 3.66 2.86 34.53 30.21
ZOOMLION HEAVY-H? 1157 HK 14,643 HKD 10.24 7.15 6.01 10.02 18.81 1.62 1.33 23.10 22.70
ZOOMLION HEAVY-A? 000157 CH 71,772 CNY 9.19 7.99 6.72 10.02 18.81 1.81 1.48 23.10 22.70
XCMG CONSTRUCT-A 000425 CH 31,291 CNY 12.19 9.11 8.16 -18.41 11.58 1.48 1.29 14.77 15.60
GUANGXI LIUGONG 000528 CH 13,779 CNY 9.84 27.26 17.70 -69.15 54.02 1.18 1.12 3.86 5.42
TEREX CORP TEX US 26,409 USD 30.98 15.28 11.62 394.63 31.46 1.44 1.27 10.56 13.61
TADANO 6395 JP 9,856 JPY 908 66.45 23.10 -44.83 187.62 1.40 1.31 2.30 6.70
SHANTUI CONST-A 000680 CH 6,986 CNY 4.93 -12.67 13.62) -192.62 -193.06 1.56 1.46 1.25 5.15
XIAMEN XGMA-A 600815 CH 7,924 CNY 6.64 11.69 15.16 -23.24 -22.89 1.22 1.14 10.45 7.51
LONKING HOLDINGS? 3339 HK 8,731 HKD 2.04 15.64 8.36 -74.07 86.96 1.04 0.96 6.80 12.00
Sector Weighted Average 11.84 10.09 3.70 15.94 2.42 2.03 28.26 23.02
Agricultural Machinery Makers
DEERE & CO DE US 257,387 USD 85.55 9.98 9.48 11.06 5.27 3.45 2.78 38.74 39.34
MAHINDRA & MAHIN MM IN 78,916 INR 894.80 14.11 11.60 19.25 21.67 2.63 2.24 21.10 20.14
CNH GLOBAL NV CNH US 80,029 USD 43.04 8.87 8.38 3.68 5.79 1.05 0.93 11.99 12.79
FIRST TRACTOR-H? 38 HK 3,015 HKD 7.50 13.82 9.30 -10.22 48.58 1.31 1.33 9.30 13.00
FIRST TRACTOR-A? 601038 CH 8,071 CNY 10.92 25.05 16.86 -10.22 48.58 2.38 241 9.30 13.00
ESCORTS LTD ESC IN 1,098 INR 62.35 6.95 5.10 44.88 36.44 0.40 0.40 6.43 7.21
Sector Weighted Average 10.83 9.79 10.73 9.59 2.81 2.31 29.65 30.08
Mining Machinery Makers
JOY GLOBAL INC JOY US 49,084 USD 59.70 9.61 9.20 -13.74 4.49 2.07 1.74 34.20 26.91
ZHENGZHOU COAL-H? 564 HK 2,360 HKD 9.71 7.98 8.61 14.58 -7.32 1.43 1.29 21.09 15.21
ZHENGZHOU COAL-A? 601717 CH 17,715 CNY 10.33 10.57 11.40 14.58 -7.32 1.89 1.70 21.09 15.21
TIAN DI-A 600582 CH 16,586 CNY 10.98 11.73 9.63 24.66 21.79 231 1.91 22.27 21.80
SANY HEAVY EQUIP? 631 HK 9,998 HKD 3.22 16.12 14.11 -35.50 14.21 1.45 1.35] 9.08 9.78
LINZHOU HEAVY-A 002535 CH 5125 CNY 7.65 14.30 10.48 54.56 36.45 151 1.35 10.86 13.28
SUNWARD INTELL-A 002097 CH 3,687 CNY 7.03 50.21 29.29 -71.03 71.43 1.69 1.61 3.36 5.51
Sector Weighted Average 12.36 10.87 -2.96 9.83 1.96 1.69 25.16 20.79
Machinery Part Makers
CUMMINS INC CMI US 163,824 USD 111.25 12.68 10.77 0.29 17.66 2.67 2.24] 26.17 22.64
WEICHAI POWER-H 2338 HK 60,798 HKD 29.35 13.33 10.99 -36.79 21.30 1.59 1.41 12.19 13.69
TAIYUAN HEAVY-A 600169 CH 10,588 CNY 3.51 351.00 21.94 -93.79  1500.00 1.55 1.44] 0.44 6.58
CHINA YUCHAI CYD US 4,683 USD 16.20 6.00 5.45 -22.64 10.00, 0.64 0.60 10.74 11.07
Sector Weighted Average 27.64 11.22 -13.71 83.86 2.31 1.96 21.19 19.43
Industrial Machinery Makers
VOLVO AB-B VOLVB SS 251,497 SEK 98.60 14.95 10.80 21.25 38.43 2.25 2.01 14.15 15.54
ATLAS COPCO-A ATCOASS 265,106 SEK 185.90 16.33 15.27 -0.59 6.93 5.58 4.78 43.17 36.34
HYUNDAI HEAVY 009540 KS 116,505 KRW 215000 9.50 8.21 -28.68 15.69 0.84 0.77 9.98 8.47
SANDVIK AB SAND SS 159,406 SEK 106.00 14.29 12.62 13.96 13.18 3.36 2.94] 25.42 24.20
DOOSAN HEAVY 034020 KS 32,945 KRW 43650 7.08 5.43 222.60 30.28 0.89 0.83 11.95 13.70
MANITOWOC CO MTW US 18,328 USD 17.87 14.00 10.21 65.71 37.15 3.10 2.55 18.33 24.89
ANHUI HELI CO-A 600761 CH 5,629 CNY 8.80 11.81 10.03 -0.67 17.72 1.49 1.35] 12.08 12.48
Sector Weighted Average 14.16 11.96 14.84 20.26 3.26 2.84] 24.74 22.80
Weighted Average 13.94 10.80 6.67 22.42 2.74 2.33 26.54 23.70
Median 12.21 10.38 -0.63 18.67 1.57 1.43 12.14 13.65

* The data in the table is as at February 25, 2013;
1: The market capital value of the companies are translated into HKD;

2: ABCI Securities estimates;
Source: Bloomberg, ABCI Securities estimates
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Financial Statements Projection

Consolidated income statements forecast

FY ended Dec 31 (Rmb mn) FY10A FY11A FY12E FY13E FY14E
Revenue 32,193 46,323 52,951 66,353 86,002

Concrete Machineries 14,085 21,212 25,899 31,070 41,712

Cranes 11,077 15,618 16,448 22,527 27,208

ESM 1,874 2,978 3,127 3,127 3,127

Other machineries 4,114 4,932 5,672 7,373 11,060

Financial income under lease 1,043 1,583 1,805 2,256 2,895
Cost of sales (22,424) (31,316) (34,977) (44,985) (57,503)
Gross profit 9,769 15,007 17,974 21,368 28,499
Other income and gains (loss) 150 259 486 564 656
Selling and distribution (2,146) (3,160) (3,971) (4,732) (6,311)
Administrative expenses (1,645) (1,861) (2,363) (2,648) (3,290)
Research and development cost (265) (398) (582) (730) (946)
EBIT 5,863 9,847 11,544 13,822 18,608
Finance costs (461) (269) (788) (1,042) (1,059)
Associates 14 24 1) - -
Pre-tax profit 5,416 9,602 10,755 12,780 17,549
Profits tax (828) (1,440) (1,613) (1,917) (2,632)
Minority interests 78 (107) (128) (154) (185)
Net profit 4,666 8,055 9,014 10,709 14,732

Source: Company, ABCI Securities estimates

Income statement key ratios forecast

FY FY10A FY11A FY12E FY13E FY14E
Sales mixed (%0)
Concrete Machineries 43.8 45.8 48.9 46.8 48.5
Cranes 344 33.7 31.1 34.0 31.6
ESM 5.8 6.4 59 4.7 3.6
Other machineries 12.8 10.7 10.7 11.1 12.9
Financial income under lease 3.2 3.4 34 34 3.4
Total 100.0 100.0 100.0 100.0 100.0

Profit & loss ratios (%)

Gross profit margin 30.3 324 33.9 32.2 33.1
EBIT margin 18.2 21.3 21.8 20.8 21.6
Pre-tax margin 16.8 20.7 20.3 19.3 20.4
Net margin 14.5 17.4 17.0 16.1 17.1
Selling & distribution cost / revenue 6.7 6.8 75 7.1 7.3
Admin cost / revenue 5.1 4.0 45 4.0 3.8
Effective tax rate 15.3 15.0 15.0 15.0 15.0

Growth (%)

Revenue 55.1 43.9 14.3 25.3 29.6
Gross profit 82.9 53.6 19.8 18.9 334
EBIT 86.1 68.0 17.2 19.7 34.6
Net income 90.7 72.6 11.9 18.8 37.6

Source: Company, ABCI Securities estimates
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Consolidated balance sheets forecast

As of Dec 31 (Rmb mn) FY10A FY11A FY12E FY13E FY14E
Current assets 43,670 47,842 69,046 83,880 97,288
Cash and equivalent 18,758 16,002 19,255 21,280 23,008
Restricted cash 1,577 1,481 1,629 1,792 1,971
Trade and other receivables 13,386 18,878 35,706 43,828 51,665
Due from related parities 27 99 77 97 125
Inventories 8,678 9,656 11,426 15,688 18,971
Others 1,244 1,726 953 1,195 1,548
Non-current assets 19,372 23,701 20,603 23,161 27,319
PP&E 4,135 4,886 5,266 5,611 5,854
Intangible assets 3,163 3,009 2,956 2,905 2,856
Available-for-sale financial assets 50 43 43 43 43
Others 12,024 15,763 12,338 14,602 18,566
Total assets 63,042 71,543 89,649 107,041 124,607
Current liabilities 26,067 26,652 35,258 43,049 47,760
Trade and other payables 17,203 19,314 22,981 29,485 32,747
tax payable 757 1,289 2,155 3,150 4,332
Borrowings 8,107 6,049 10,121 10,415 10,682
Non-current liabilities 9,540 9,296 11,457 12,335 13,220
Borrowings 7,690 7,089 8,148 8,211 8,144
Others 1,850 2,207 3,309 4,124 5,076
Total liabilities 35,607 35,948 46,715 55,384 60,980
Minority Interest 59 188 188 189 188
Shareholders' equity 27,376 35,407 42,746 51,468 63,439

Source: Company, ABCI Securities estimates

Balance sheets key ratios forecast

FY FY10A FY11A FY12E FY13E FY14E
Balance sheet ratios

Current ratio (x) 1.7 1.8 2.0 1.9 2.0
Quick ratio (x) 1.3 14 1.6 1.6 1.6
Cash ratio (x) 0.8 0.7 0.6 0.5 0.5
Total receivable turnover days 213.7 222.4 273.3 284.7 266.3
Trade and bill receivables turnover days 74.4 79.9 108.1 110.0 95.0
Total payable turnover days 226.5 212.8 220.7 212.9 197.5
Trade and bill payables turnover days 166.8 142.1 135.0 130.0 120.0
Inventory turnover days 121.7 106.8 110.0 110.0 110.0
Total debt / equity ratio (%) 57.7 37.1 42.7 36.2 29.7
Net debt / equity ratio (%) Net cash Net cash Net cash Net cash Net cash

Returns (%)

ROAA 9.6 12.0 11.2 10.9 12.7
ROAE 26.8 25.7 23.1 22.7 25.6
Payout ratio 15.5 20.4 20.0 20.0 20.0
Per share data (Rmb)

EPS 0.736 1.046 1.151 1.367 1.881
BVPS 3.818 4.208 5.080 6.201 7.735
DPS 0.112 0.217 0.230 0.273 0.376

Source: Company, ABCI Securities estimates
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Consolidated cash flow statements forecast

FY ended Dec 31 (Rmb mn) FY10A FY11A FY12E FY13E FY14E
Profit before tax 5,416 9,602 10,755 12,780 17,549
DD&A 396 437 813 986 1,225
Change in working capital (5,533) (7,643) (12,055) (8,032) (11,732)
Income tax paid (519) (975) (1,092) (1,298) (1,782)
Others 691 459 4,242 2,229 1,579
CF Operating 451 1,880 2,663 6,665 6,839
Capex (903) (1,176) (1,140) (1,280) (1,420)
Other (930) (111) (1,732) (1,913) (1,750)
CF Investing (1,833) (1,287) (2,872) (3,193) (3,170)
Capital injection 16,275 - - - -
Net debt financing 1,623 (2,659) 5,131 357 200
Dividend payout (152) (711) (1,669) (1,803) (2,142)
Others (991) 95 - - -
CF Financing 16,755 (3,275) 3,462 (1,446) (1,942)
Net change in cash 15,373 (2,682) 3,253 2,026 1,727
Cash at the beginning 3,439 18,758 16,002 19,255 21,280
Exchange difference (54) (74) - (1) 1
Cash at the end 18,758 16,002 19,255 21,280 23,008

Source: Company, ABCI Securities estimates
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Disclosures

I, Wong Cheuk Wai, Steve , 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. | and/or my associates have no financial interests in
relation to the listed company (ies) covered in this report, and | 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 affiliates, within the past 12
months, have investment banking relationship with one or more of the
companies mentioned in the 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

Market return: 5-year average market return rate from 2007-2011

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.

Disclaimer

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
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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 2013 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
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