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Ticker Rating Target Price
00868.HK — OUTPERFORM HK$19.40
Ticker 00868.HK
Last close HK$15.32

52wk price range HK$20.54-10.08
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Mar-2022 May-2022 Aug-2022 Nov-2022 Feb-2023

(HK$ mn) 2021A  2022A  2023E  2024E
Revenue 30,459 25,746 27,642 31,810

(+-) 63.6% -15.5% 7.4% 15.1%
Net profit 11,556 5,127 6,543 8,648

(+/-) 79.9% -556%  27.6% 32.2%
Recurrent net income 11,556 5,127 6,543 8,648

(+/-) 79.9% -556%  27.6% 32.2%
EPS 2.81 1.25 1.59 2.10
BPS 8.41 7.77 8.75 10.07
DPS 1.42 0.61 0.78 1.03
CPS 2.66 2.08 2.09 2.54
P/E 5.5 12.3 9.6 7.3
P/B 1.8 2.0 1.8 1.5
EV/EBITDA 4.5 8.9 7.2 5.3
Dividend yield 9.1% 4.0% 5.1% 6.7%
ROAA 22.8% 9.4% 12.4% 15.4%
ROAE 37.0% 15.4% 19.3% 22.3%

Source: Wind, Bloomberg, corporate filings, CICC Research
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@ Results Review

2022 results in line with the firm’s preannouncement

Xinyi Glass announced its 2022 results: Revenue fell 15% YoY to
HK$25.7bn, and net profit attributable to shareholders declined 56% YoY
to HK$5.13bn. In 2H22, revenue fell 11% HoH to HK$12.1bn, and net
profit attributable to shareholders dropped 45% HoH to HK$1.83bn. The
results were in line with the firm’s preannouncement.

Trends to watch

Robust deep-processing business creates margin of safety for
earnings; float glass segment shows resilience.

1) Float glass: Revenue fell 24% YoY to HK$16.6bn in 2022, and dropped
20% HoH to HK$7.4bn in 2H22, as demand from completed property
projects did not grow as expected, leading to continued sluggish
performance in the float glass market. The ASP (including tax) of float
glass fell 19% HoH to Rmb1,694/t in 2H22. GM of the firm's float glass
business dropped 17ppt HoH to 17% in 2H22, and its earnings were more
resilient than the industry average thanks to its product structure and cost
control. 2) Automotive glass: Revenue rose 11% YoY to HK$6.1bn in 2022.
In 2H22, revenue grew 6% HoH to HK$3.1bn, with GM staying flat at
around 50%. 3) Architectural glass: Revenue declined 1% YoY to
HK$3.1bn in 2022 and rose 9% HoH to HK$1.6bn in 2H22, with GM
remaining stable HoH at about 39% in 2H22.

We believe the firm's deep-processing business performed well, with
automotive glass and architectural glass businesses providing a solid
margin of safety for its earnings when its main float glass business was at
a trough level.

Completions of housing projects to recover; the firm to benefit from
beta and alpha. We believe completions of housing projects will recover
in 2023 due to ample projects in the pipeline and policies to ensure project
delivery. The CICC real estate team expects the GFA of completed
property projects to rise over 10% YoY in 2023. We expect some
production lines that have booked losses for more than 6 months to
undergo cold repair before the sector turns around. We estimate this will
cause supply to shrink by about 10% or less. We think float glass prices
will likely rise due to the imbalance between supply and demand. In
addition, the firm expects to put production capacity into operation in
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Yingkou (Liaoning), Yunnan province, and Indonesia, displaying its alpha
potential. According to company announcement, we think that the firm’s
cost pressure will likely ease, as leading soda ash producers could
increase their production capacity notably in May—June 2023.

Continuing to advance new businesses; expanding deep processing
and alternative energy businesses.

Automobile glass: The firm focuses on the export and the aftermarket
business, and we believe falling marine freight rates in 2023 may enhance
its export competitiveness. The continuous upgrading of requirements for
energy-efficient buildings may boost the penetration rate of Low-E
insulated glass, and the firm is likely to continue to benefit as one of the
leading producers of ultrawhite and energy-efficient glass.

Alternative energy value chain: The firm holds stakes in Xinyi Solar and
Xinyi Silicon, and it has reaped investment income from the photovoltaic
(PV) glass business. Xinyi Silicon's Phase | project has a polysilicon
capacity of 60,000t/yr. We believe the firm’s silicon material business may
continue to boost the firm's earnings growth in the long term if such
business progresses smoothly.

Financials and valuation

Given the mild recovery in completions of housing projects in the near
term and a slight slowdown in sector capacity reduction, we slightly lower
our sales volume and price assumptions, and cut our 2023 and 2024 EPS
forecasts 8% and 4% to HK$1.59 and HK$2.10. The stock is trading at
10x 2023e and 7x 2024e P/E. We maintain OUTPERFORM and lower our
TP 7% to HK$19.4, implying 12x 2023e and 9x 2024e P/E with 27%
upside.

Risks

Disappointing progress in completions of housing projects and/or
maintenance of production lines in the glass manufacturing industry; raw
material prices rise more than expected.
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Financial summary

Financial statement (HKD mn) 2021A 2022A 2023E 2024E Financial ratios 2021A 2022A 2023E 2024E
Income statement Growth ability
Revenue 30,459 25,746 27,642 31,810 Revenue 63.6%  -15.5% 74%  151%
COGS -14,682  -17,060  -17,199  -18,528 Operating profit 81.6%  -53.9% 254%  31.2%
Selling expenses -1,562 -1,810 -1,943 -2,237 EBITDA 77.5%  -46.5% 20.5% 25.5%
Administrative expenses -2,472 -2,394 -2,571 -2,958 Net profit 79.9%  -55.6% 27.6% 32.2%
Other ops income (expense) 0 0 0 0 Recurrent net income 79.9%  -55.6% 276%  32.2%
Operating profit 13,590 6,261 7,850 10,298 Profitability
Finance costs -89 -261 -190 -174 Gross margin 51.8%  337%  37.8%  41.8%
Other income (expense) 0 0 0 0 Operating margin 446%  243%  284%  32.4%
Profit before income tax 13,502 6,000 7,660 10,124 EBITDA margin 50.6% 32.0% 36.0% 39.2%
Income tax -1,931 -856 -1,095  -1,448 Net margin 37.9%  19.9%  237%  27.2%
Minority interest 15 17 22 29 Recurrent net margin 37.9%  19.9%  23.7%  27.2%
Net profit 11,556 5,127 6,543 8648 [ iquidity
EBITDA 18411 8248 9938 12475 Gyrrent ratio 1.89 1.09 141 1.88
Recurrent net income 11,556 5,127 6,543 8,648 Quick ratio 148 0.72 0.94 140
Balance sheet Cash ratio 0.90 0.27 0.31 0.72
Cash and bank balances 9,220 3,180 2,819 6,974 Liabilities / assets 386%  386%  326%  29.0%
Trade and bill receivables 5,669 4,566 4,903 5,642 Net debt / equity 18.1% 32.2% 21.9% 6.6%
Inventories 4,169 4,297 4,332 4666  Return
Other current assets 374 876 930 1,048 ROA 22.8% 9.4% 12.4% 15.4%
Total current assets 19,432 12,919 12,983 18,331 ROE 37.0% 15.4% 19.3% 22.3%
Fixed assets and CIP 18,785 17,555 17,715 16742 ool chare data
Intangible assets and others 18,282 21,758 22,879 23,498 EPS (HKD) 281 1.25 159 210
Total non-current assets 37,067 39,313 40,594 40,240 BPS (HKD) 8.41 777 875 10.07
Total assets 56,499 52,232 53,577 58,571 DPS (HKD) 142 061 078 1.03
Short-term borrowings 4,603 5,794 3,000 3,000 Cash flow per share (HKD) 266 208 209 254
Trade and bill payables 4,306 5,397 5,441 5,861 Valuation
Other current liabilities 1,377 712 763 875
Total current liabilities 10,286 11,903 9,203 9,736 PIE > 123 %0 "3
) P/B 1.8 2.0 1.8 15
Long-term borrown'.ngs. - 10,890 7,721 7,721 6,721 EV/EBITDA iy 8.9 72 53
Other non-current liabilities 616 520 520 520 - .
e Dividend yield 9.1% 4.0% 5.1% 6.7%
Total non-current liabilities 11,506 8,241 8,241 7,241
Total liabilities 21,792 20,144 17,445 16,977
Share capital 402 411 411 411
Retained profit 34,197 31,562 35,585 41,017
Shareholders' equity 34,599 31,973 35,996 41,428
Minority interest 108 115 137 165
Total liabilities & equity 56,499 52,232 53,577 58,571
Cash flow statement
Pretax profit 13,502 6,000 7,660 10,124
Depreciation & amortization 1,923 2,080 2,181 2,273
Change in working capital -1,748 991 -330 -661
Others -2,730 -495 -905 -1,274
Cash flow from operations 10,947 8,575 8,606 10,463
Capital expenditure -3,014 -1,899 -1,899 -1,519
Others -2,003 -3,433 -2,766 -400
Cash flow from investing -5,017 -5,332 -4,664 -1,919
Equity financing 205 0 0 0
Bank borrowings 3,910 -1,977 -2,794 -1,000
Others -6,234 -6,105 -2,710 -3,389
Cash flow from financing -2,119 -8,082 -5,504 -4,389
Foreign exchange gain (loss) 164 0 0 0
Net changes in cash 3,976 -4,838 -1,563 4,155

Source: Corporate filings, CICC Research

Company description

Xinyi Glass Holdings Ltd. (XYG), a global leader in glass production, was founded in 1988 and listed on the HKEX in February 2005. It focuses
on the production and sale of top-quality float glass, automobile glass, and energy-saving glass for buildings. XYG has 10 production bases in
China's most affluent regions, including the Yangtze River Delta, Pearl River Delta, Beijing-Tianjin-Hebei, and the Chengdu-Chongging Economic
Belt. The company has built production facilities in Malaysia and Canada.
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Figure 1: Earnings forecast revisions

2023E 2024E
(HK$ mn)
Old New Change Old New Change

Revenue 27,340 27,642 1.1% 30,614 31,810 3.9%
Gross profit 10,647 10,443 -1.9% 13,033 13,283 1.9%
Operating profit 8,440 7,850 -7.0% 10,597 10,298 -2.8%
Net profit 7,119 6,543 -8.1% 9,002 8,648 -3.9%
Gross margin 38.9% 37.8% -1.2ppt 42.6% 41.8% -0.8ppt
Net margin 26.0% 23.7% -2.4ppt 29.4% 27.2% -2.2ppt

Source: Company filings, CICC Research

Figure 2: Yearly earnings overview

2022A vs CICC 2023E

2021A 2022E 2022A A A 2023E
estimation

Revenue 18,616 30,459 23,040 25,746 -15.5% 11.7% 27,642 7.4%

Gross profit 7,771 15,777 7,632 8,686 -44.9% 13.8% 10,443 20.2%
Operating profit 7,485 13,590 5,492 6,261 -53.9% 14.0% 7,850 25.4%
Net profit 6,422 11,556 4,627 5,127 -55.6% 10.8% 6,543 27.6%
EPS (HK$) 1.56 2.81 1.13 1.25 -55.6% 10.7% 1.59 27.6%
Gross margin 41.7% 51.8% 33.1% 33.7% -18.1ppt 0.6ppt 37.8% 4ppt

Operating profit/Gross profit 96.3% 86.1% 72.0% 72.1% -14.1ppt 0.1ppt 75.2% 3.1ppt
Operating margin 40.2% 44.6% 23.8% 24.3% -20.3ppt 0.5ppt 28.4% 4. 1ppt
Net margin 34.5% 37.9% 20.1% 19.9% -18ppt -0.2ppt 23.7% 3.8ppt

Source: Company filings, CICC Research

Figure 3: P/E band Figure 4: P/B band
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Figure 5: Valuations of comparable companies

Reporting Last price EPS NE.}t profit

Company ST Feb 27 (reporting CY) (reporting CY mn)
2023E 2024E 2023E 2024E 2023E 2024E

601636.SH Kibing Group* CNY 11.25 12.7 12.0 0.88 0.94 2,369 2,514
00868.HK Xinyi Glass* HKD 15.32 9.6 7.3 1.59 2.10 6,543 8,648
000012.8Z CSG Holding* CNY 6.90 8.1 7.7 0.85 0.90 2,606 2,764
600876.SH '(';;’;':"g CNY 21.11 225 13.4 0.94 1,57 606 1,015

600819.SH SYP CNY 6.86 N.M. N.M. n.a. n.a. n.a. n.a.
600529.SH SDPG CNY 29.20 21.3 17.4 1.37 n.a. 849 1,036
600586.SH JIKJ CNY 10.66 16.5 26.0 0.65 n.a. 839 1,223
Median 14.6 12.7 0.91 1.25 1,609 1,869
Average 15.1 14.0 1.05 1.38 2,302 2,867

Note: CICC covers the companies marked * and we use our estimates; the others represent market consensus
Source: Wind, Bloomberg, Corporate filings, CICC Research
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Important legal disclosures

General Disclosures

This report has been produced by China International Capital Corporation Hong Kong Securities Limited (“CICCHKS”). This report is based on information available
to the public that we consider reliable, but CICCHKS and its associated company(ies) (collectively, hereinafter “CICC”) do not represent that it is accurate or
complete. The information and opinions contained herein are for investors’ reference only and do not take into account the particular investment objectives, financial
situations, or needs of any client, and are not an offer to buy or sell or a solicitation of an offer to buy or sell any securities/financial products or to participate in any
particular trading strategy. Under no circumstances shall the information contained herein or the opinions expressed herein constitute a personal recommendation to
anyone. Investors should make their own independent evaluation of the information contained in this report, consider their own individual investment objectives,
financial situations and particular needs. CICC does not provide tax, accounting, or legal advice to our clients, and all investors are advised to consult with their tax,
accounting, or legal advisers regarding any potential investment. Neither CICC nor its related persons shall be liable in any manner whatsoever for any
consequences of any reliance thereon or usage thereof.

The performance information (including any expression of opinion or forecast) herein reflect the most up-to-date opinions, speculations and forecasts at the time of
the report’s production and publication. Such opinions, speculations and forecasts are subject to change and may be amended without any notification. At different
periods, CICC may release reports which are inconsistent with the opinions, speculations and forecasts contained herein.

The analysts named in this report may have from time to time discussed with our clients, including CICC salespeople, traders, and other professionals, or may
discuss in the report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the securities or the financial
products discussed in this report, which impact may be directionally counter to the analysts' published price target expectations for such securities or the financial
products. Any such trading strategies are distinct from and do not affect the analysts' fundamental rating for such securities or the financial products as described
herein.

CICC'’s salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent with, and reach
different conclusions from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different assumptions, views and
analytical methods of the persons who prepared them, and CICC is under no obligation to ensure that such other trading ideas or recommendations are brought to
the attention of any recipient of this report. CICC’s asset management area, proprietary trading desks and other investing businesses may make investment
decisions that are inconsistent with the recommendations or opinions expressed in this report.

Unless stated otherwise, any performance data quoted represents past performance. Past performance is not an indicator of future performance. No representation
or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in this analysis which has resulted in any returns detailed
herein. Changes to the assumptions may have a material impact on any returns detailed.

To the extent this material is provided to any recipient, this material is provided solely on the basis that the recipient has the capability to independently evaluate
investment risk and is exercising independent judgment in evaluating investment decisions in that his/her investment decisions will be based on his/her own
independent assessment of the opportunities and risks presented by a potential investment, market factors and other investment considerations.

This report is distributed in Hong Kong by CICCHKS, which is regulated by the Securities and Futures Commission. Queries concerning CICC Research from
readers in Hong Kong should be directed to our Hong Kong sales representatives. The CE numbers of SFC licensed authors of this report are disclosed next to the
authors’ names on the cover page.

This report is distributed in Singapore only to accredited investors and/or institutional investors, as defined in the Securities and Futures Act, by China International
Capital Corporation (Singapore) Pte. Limited (“CICCSG”), which is regulated by the Monetary Authority of Singapore. This report is not intended for and should not
be distributed or passed on, directly or indirectly, to any other person in the jurisdiction of Singapore. By virtue of distribution by CICCSG to accredited investors
and/or institutional investors in Singapore, disclosure under Section 45 of the Financial Adviser Act (which relates to disclosure of a financial adviser’s interest and/or
its representative’s interest in securities) is not required. Recipients of this report in Singapore should contact the licensed representatives of CICCSG in respect of
any matter arising from or in connection with this report.

This report is distributed in the United Kingdom by China International Capital Corporation (UK) Limited (“CICCUK”), which is authorized and regulated by the
Financial Conduct Authority. The investments and services to which this report relates are only available to persons of a kind described in Article 19 (5), 38, 47 and
49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. This report is not intended for retail clients. In other EEA countries, the report is
issued to persons regarded as professional investors (or equivalent) in their home jurisdiction.

This report is distributed by China International Capital Corporation (Japan) Limited (“CICCJP”) in Japan, and CICCJP is registered with the Kanto Local Finance
Bureau (Kanto Local Finance Bureau Director (Kinsho) No. 3235) and is a regulated financial entity under Japanese law. The investment product and services
related to this report are available only to professional investors as defined in Article 2.31 of the Financial Instruments and Exchange Act (FIEA). This report is not
intended for non-professional Japanese investors.

This report is also distributed by China International Capital Corporation Limited (“CICC”) to Japan’s regulated financial institutions as defined in ‘Article 17-3-1 of
Order for Enforcement of the FIEA” and ‘First part of the proviso of Article 58-2 of the FIEA’. Under such circumstances, the investment product and services related
to this report are provided only to such regulated financial institutions.

This report will be made available in other jurisdictions pursuant to the applicable laws and regulations in those particular jurisdictions.
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Special Disclosures

CICC does and seeks to do business with companies covered in CICC Research. As a result, investors should be aware that CICC and/or its associated persons
may have a conflict of interest that could affect the objectivity of this report.

Disclosures in relation to the Companies contained this report could be found at https://research.cicc.com/footer/disclosures, or in the latest published company-
specific research.

Guide to the CICC Fundamental Equity Research Rating System:
Our analysts use a stock rating framework in which they rate stocks as OUTPERFORM, NEUTRAL or UNDERPERFORM (see definitions below).

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as OVERWEIGHT, EQUAL-WEIGHT or
UNDERWEIGHT (see definitions below).

CICC does not assign ratings of BUY, HOLD or SELL to the stocks we cover. OUTPERFORM, NEUTRAL or UNDERPERFORM are not the equivalent of BUY,
HOLD or SELL. Investors should carefully read the definitions of all ratings used in CICC Research. In addition, since CICC Research contains more complete
information concerning the analyst's views, investors should carefully read CICC Research, in its entirety, and not infer the contents from the rating alone. In any
case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations.

Explanation of Stock Ratings:

* OUTPERFORM: Our analysts expect the stock’s return to exceed the return of the corresponding CICC sector index over the next 6~12 months;

* NEUTRAL: Our analysts expect the stock’s return to be in line with the return of the corresponding CICC sector index over the next 6~12 months;

« UNDERPERFORM: Our analysts expect the stock’s return to be below the return of the corresponding CICC sector index over the next 6~12 months.
Explanation of Industry Ratings:

* OVERWEIGHT: Our analysts expect the sector to outperform the market by 10% or more over the next 6~12 months;

* EQUAL-WEIGHT: Our analysts expect the sector to end up between 10% below and 10% above the market over the next 6~12 months;

* UNDERWEIGHT: Our analysts expect the sector to fall behind the market by 10% or more over the next 6~12 months.

Distribution of ratings is available at https://research.cicc.com/footer/disclosures.

Copyright of this report belongs to CICC. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited without
CICC’s written permission.
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