oldman Research
achs

*ﬁkﬂ%{ﬁ (603268.55)

FIREFRET "2MHIREHA" , BDIME!

RS

20265108 7H | 9:36PM HKT

EUER = ge EmAE_ LIRERF TN BIR; EN (BEE)

603268.SS 124 B BAr#148: Rmb300.00  f%fh: Rmb213.66 LK% (E): 40.4%

BB &z in 120 A Bt LiA50%ESRART3007T, RBE
40%_E17ZEE], Ut N#E—DByr=aEl BHIRINBVITRIREL. 2R
7 (LEBAEIHEEHR) NERINEZEMUPHEER.

i B AR B N LRI KR LT AR E & thin i F
NS UERIEHET BIFRE T 32 ARHITEES, 72202646
B=HTFARISTHAEER, ATMNSK~sEminmFERAE%
(BEF&4) . BRibzZ9h, REEHH=HMEFIEEATARE ERE
#£3) , EERESIETRCiES 3 T2026ERM202TEVIRNIE
B, BAMGIH S BIEINoT%M=aEELT60FEIESM(CGT), M
A RN EE202TE KA 11%, EFBShATHEIR
F, BB E202TEFRLMHFAFLE. XEKRSEHETHN
FIHTEBEFHSHEEE2.0FE, NRTF3.65F/3.9FM2Ek/hEY
B, XtiREE, TEEHEE2032EMKA F1TES FEihAAE
ERE QA ERERARE, S0EN2027FRERE) , 1BH
B TREE SR ARG — 5 BT,

WN/FDENEBRIRRF) . BOFUMBNEEMEK, BETFr
BEY KRR M ERAURAENEITENER. EHETNE~
BENBUIREEEMN. HIRMEhSH, HEEERERURAS
RREVERE. EMEFUTREEREES, SaTaNEMBAMA AR
MIEITEEIN (RI2027TEFBEISAEIEE3008) , LUIKEERAM
RAFEARMAEFNEMIEER . FEitt, EITEEHET
2026-284 % F DTN _EH9%-80%, EARM1031Z/22612/3061Z
TG, FIT2028%8)%F ARG M2025FEM12%IEEE22%,

fEE: BIW12-NE BIRNMETFL01Z52028EFHIHREE, SHE/E
EM K TE—8 (tbaTR1218) . HFiRRMHIIRI7.1152028%
AR &, HELARREL10.4AEFYEZFETIL. #HEEER: 4
WISHITE, BRILKEE, X MRS B RtR,
MR LK, FITRAFNEMNEFRTE, ARTRELHE.

WEA
FESAL

+852-2978-0726 | herbert.lu@gs.com
S (M) BRAEERR

2k, CFA

+852-2978-6102 | simon.cheung@gs.com
=8 (EH) BRFEAF

Lt

+852-2978-0415 | ying.huang@gs.com
=8 (M) BRFEAF

FRHIE

TH{&: Rmb217.7bn / $32.5bn

1l {+{E: Rmb235.1bn / $35.1bn

31 A AR E: Rmb1.4bn / $202.2mn
hE

Asia Transportation

FiamE: 3
BREREFIT N EAMAEAMNE: Yes

v

FELFHAN (Rmbmn) F

12/25 12/26E  12127E  12128E
21,5396 61,700.8 112584.4 137,707.9

FE LS (Rmbmn) 1B 21,5396 54,791.2 725766 75490.8
EBITDA (Rmb mn) 41048 146256 295063 383812
FREFA (Rmb) 3 273 1047 2219 3003
EREF| (Rmb) 1H 273 960 1478 1665
TEE (X) 17.8 204 96 71
TAE (X) 5.0 8.1 45 28
BB MR (%) 0.0 05 1.0 14
CROCI (%) 285 36.1 4.2 480

3% 626 9%6E  1226E
FREF (Rmb) 113 2,59 312 384

5 B
# Dl
\g
o

Ba 20th 40th 60th 80th 100th

- 603268.88 M TILM (T2RF) AHTE
- 603268.SS #i# TAsia Transportation

ARRR AEHE. SEMFET

BRSHMFMEMOMHNELEFREISXR, AESEIREEXLEXR, BHlt, REBNYZEERQE]AIEE

FEARRIEARSEMENFE PR, TSRS HEHRFRRE—RR.
HIFEEEATDBEANS TR EXE

FE, NEEHENR, B@www.gs.com/research/hedge.html,
FINRABYE AR/ BT S 47 T,

BXDIME AN EMEE



FIREFRET "2MHIREHA" , BDIME!

Goldman Sachs &R (603268.5S)
L3 (=
N T2 B 15 (603268.5S) $#%& (Rmb mn) T T
= ik E20268F482H ES-IA N 215396 617008 1125844  137,707.9
EELEHE (17.2237)  46790.1)  (82,3664)  (98,443.1)
e _RREERE (7103 (14257 (2,2621)  (2,7669)
EbZERN(&{E HHERA = = = .
12125 12/26E 122TE 12/28E HEEB LW NI(TRA) = = = -
TRE (X) 178 204 96 71  EBITDA 41048 146256 295063 383812
TAHE (X) 50 8.1 45 28 HFIEFM (4993 (1,7408)  (1,8504)  (1,8332)
BHIAE TSR (%) (24.0) (7.5) 2.0 15 EBIT 3,605.6 13,485.0 27,956.0 36,497.9
EV/EBITDAR (X) 136 167 7.9 B4 RFIEMA (Ed) (656.9)  (1,104.00  (1,0454) (511.0)
EV/EBITDA (X) (5B FE ) 133 156 78 54  EAEQ ARG = = = =
CROCI (%) 285 36.1 44.2 480  BEEE 31813 124267 269105 359869
BEFEIRE (%) Mn7 57.2 60.1 489 BUIEE (6526.7)  (2,057.2) (43057 (53980
AR/ IRANE (%) 2038 649 292 (RTINS 5 =0 - = = 5
ARRAE (%) (BIFRER) 776 60.8 27.2 n25  {fKERS = = = -
F B ARFEAE B (%) 6.0 11.6 25.7 68.8 FEEEWARHE 2,654.6 10,369.5 22,604.9 30,5889
TFREERY 595 53.1 535 589  BiEEENERE = = o =
R e K 2 30 14 16 19 d@EumeEeRE 26546 103695 22,6049 30,5889
B SR E R R 2R 254.1 1734 162.8 1733 EPS(EE FEFEHMEE) (Rmb) 273 1047 22.19 30.03
ISR E R (%) 28.1 387 46.7 399  EPS(E ELBHMAR) (Rmb) 273 1047 2219 30.03
AR (X) 04 06 08 08  EPS(EXIFZLEHMESS) (Rmb) 273 1047 22.19 30.03
FAFEEER (X) 52 36 29 22 EPS(EEIFEFHTANR) (Rmb) 273 1047 2219 30.03
BHSEE, 2% (ABAS) (Rmb) 213167 475140 658032 712680  fGARARE (Rmb) - 1.02 222 3.00
FHBRZHAER (Rmb) 10,9099 299647 523443 643245  JREHAER (%) 0.0 97 10.0 100
SIS (Rmb) 974 2633 4750 75.31 B EE (Rmb mn)
HERERNFEEE (%) 125 A2HE  127E 1228
12025 12/26E 12/27E 1op8E  MERZMY 72152 5,387.0 25477 11,3228
TEZW AR 2776 186.5 825 22.3 Rk e E 1225 350.8 640.1 783.0
EBITDAIE K= 595.4 2563 101.7 01 FHE 51752 127771 202363 24,1850
SREFEE 1,083.1 2827 1120 B3 HEFHEE 165197 364870 61,6829 745327
SRR EEE NM NM 1180 B3 REEE 29,0325 550019 851061  110,8235
EBITH|EZ 167 219 248 65  EEAFE2E 18,1367  40,494.1 534706 53,1462
EBRITDAR g% 19.1 237 26.2 279 ERAFESE 2,076.4 2,115.0 2,158.1 2,2065
BFEE 123 168 201 222 RELEM 0.0 0.0 0.0 0.0
HEOREAR 1465 1465 1465 1465
A ERE BESt 49,3920 97,7574 140,8812  166,322.6
503268.SS (Rmb) PRIOER g 152166 292307 442572 492141
250 5200 EEMAS 109082 12,9082 9,908.2 908.2
AT E L 2177 190.8 170.2 1549
200 5.000 gy 54971 154793 281266 343711
150 1800 REAE 31,8396 57,8089 824622 84,6482
i P it 36436 8797.9 5,797.9 797.9
’ KHAFERE 1,032.2 904.5 807.0 7341
50 4,400 REeRBAH 34245 34245 3,424.5 34245
3 opeo MG 81003 13,1269 10,0294 49565
' et 399399 70,9358 92,4917 89,604.7
Jan-26 Apr-26 Jul-26 Oct-26 KR - - - -
s sz
A o . ;: ﬁ ;{;ﬁ 9‘452._1_ 26,821.-7-’ 48,389._‘? 76.717;5?
ex — i Stk AT RIS AT 493920 97,7574 1408812 1663226
18 FIR300062 3% 94:6% S35% e ag 73%6 163190 131583 (96169
R QTR SHMRTN. FactSet (1179202659830 WA
MEMER (Rmb mn)
1225 12126E 12127E 12128E
BFE 26546 103695 226049 30,5889
FIRR M mE 4993 1,140.6 1,650.4 1,883.2
¥R B R A0 E = = e =
N 52179) (38013 (52696  (57409)
Heg£Bunehn 3348 - - -
BEIHEENASE (1,729.3) 77088 18,8856 26,7312
BEFE 96305 (235365 (1457000  (1,607.2)
e - - - =
= 215 - e =
HE (34.2) - - 2
BEIHFEENNSE (9,643.3) (235365 (14570.0)  (1,607.2)
3%tk 4t - - = =
EAMRE (BERAELR) = - (10370 (2,260.5)
{Esh e 10,172.4 7,184.3 6,000.01 (14,000.0)
Hematmas 6,043.6 6,845.3 18.0) 88.3)
BREDFEENRESE 16,216.0 139996  (7,155.0) (16,348.8)
EREekK 48435  (1,828.1) (2,839.3) 8,775.2
I (11,359.8)  (15827.8) 43156  25124.1

FERIR ABME. SEMRIN

2026%10A7H 2



Goldman Sachs

FIREFRET "BiBISH" |, BOIME!
FA A& R&19) (603268.5S)

E* 1 [BAE T EMA R aYHb{L

Index
200 4
190 4
180 4
1 2784

150 4
| 140 {
130

| 120 4
51 110 4

Hengli's position in shipbuilding cycle
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Vs. Vs. Vs.

GS Consensus consensus GS Consensus consensus GS Consensus consensus
61,986 52,082 19% 113,105 81,087 39% 138,344 99,939 38%
14,911 11,821 26% 30,218 20,498 47% 39,265 27,218 44%
24% 23% 1.4ppt 27% 25% 1.4ppt 28% 27% 1.1ppt
13,485 10,316 31% 27,956 18,564 51% 36,498 25,246 45%
22% 20% 1.9ppt 25% 23% 1.8ppt 26% 25% 1. 1ppt
10,370 8,108 28% 22,605 14,211 59% 30,589 18,117 69%

17% 16% 1.2ppt 20% 18% 2.5ppt 22% 18% 4.0ppt
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Three key theses

Thesis I: Further capacity addition in a prolonged upcycle, retaining the
largest potential to gain new orders

Hengli has proven its strong execution to support further market share gains in
shipbuilding industry, by ramping up to 6% global capacity market share as a new
entrant within 4 years, after its phase Il drydock started operation since June-2026.
Beyond this, the company will roll out two slipways of Phase lll slipways and two dry
docks of Phase IV (BlZ 3), which mgmt has guided will start operation at end-2026
and early 2027 respectively. We estimate this to nearly double (+97%) the existing
capacity to 7.6mn CGTs which will drive its global capacity share to 11% by
end-2027E (Bl% 4). We assume the company could ramp up this capacity to full
utilization by mid-2027 based on its strong execution track record.

m  Phase lll two slipways to start formal operation around end-2026: Hengli plans to
add two slipways docks, each measuring 1,200m X 60m. We expect steel cutting
or hull-block construction to begin in 3Q26, which could contribute to the
revenue, ahead of the formal operational start.

m  Phase IV dry docks to commence initial production in early 2027: Phase IV will
include two large dry docks measuring 1,298m X 146m, where 6 mega vessels
(e.g. 24k-TEU containerships could be manufactured simultaneously). We expect
steel cutting or hull-block construction to commence in 4Q26. Mgmt plans to
ramp up utilization gradually in line with order demand, limiting potential
pressure on newbuilding prices.

Our methodology to estimate the capacity of Hengli Heavy Industry is: 1) Firstly, we
estimate the number of ships that its dry docks and slipways could build
simultaneously by comparing the length and breadth of docks vs. different ships,
and assume the company would build ships with a preferred order
(container>tanker>dry bulker) considering the margin difference. 2) Secondly, we
estimate the total number of ships that its dry docks and slipways could build per
annum, by assuming a docking period of 3 months for tankers and dry bulkers while
4 months for large containerships. 3) Finally, we assess the total CGT capacity by
aggregating the CGTs of all ships that the docks and slipways could build per annum.

Hengli Heavy’ sorderbook cover years reached 4.0x years as of Sept-2026, with
15.2mn CGTs orderbook on hands and 3.8mn CGTs capacity (GSe) from existing
capacity, while we expect it to drop to 2.0x years (ElZ& 5) after we factor in the new
capacity addition, which remains the lowest among global major players (vs.
China/global avg at 3.9x/ 3.6x). This suggests Hengli will continue its stronger
order-wins with more slots available amid this prolonged upcycle.

On the other hand, to support its shipbuilding capacity expansion, the company also
plans to increase its marine engine capacity from 180 units p.a. currently to 300 units
by end-2027, which provides a more reliable supply chain when competing with
peers on new orders, and a higher margin potential.

2026%10A7H 4
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I 3: Hengli Heavy Industry shipyard capacity

Site map No.of Totalsize Steelprocessing GSe Capacity Shipyard: date of Eage E?ging:date CAPEX (Rmb mn)
) Docks  (sqm) (mnton)  (000CGTs)  begining  Copacy(unit of beginning
operation pa) operation  Total  Equity financing
— ] —
1% Dry Dock 1 Dry Dock 1 100,035 794
Phase | I 1.20 K 1
WE 700 700 Jan-23 100 Sep-24 | 5,000 500
é(] Slipway 1 6'0 Slipway 2 .
: ; Sipway 4 460,000 1.248
(i() Slipway 3 iiO Slipway 4
0 0
860
I
80 Dry Dock 2
;"—;ggj,! ; DryDock 2 137,600 110 900 | Aug-25 80 Aug-25 | 11,200 3500
80 Dry Dock 3
860
1|45 Dry Dock 4 DryDock 1 125,560 0.70 900 Jun-26
dand ™ 120 || Mic-2027| 15000 7,000
guad) ¢ :
60 ! Slipway 5 1
| ! .
4 1200 ‘ Slipway 2 144,000 na. 1040 | Nov2s
B | Slipway 6 |
l‘ ]
| 1,298
146% Dry Dock 5 i
Phase I | j
(88) 1208 DryDock 2 379016 na. 2700 | Early-2027 na. na. 120,000 na.
146% Dry Dock 6 i
Total 1,054,211 7,582 300 51,200 11,000
|Existing capacity | ICapacity under construction !
Dry Dock means FAES; Slipway means fi&.
FEIR: ATHE, Clarksons, BES TG AMAL

WEGEH IV
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E]3% 4: We expect Hengli capacity market share increase &%= 5: Hengli orderbook cover years comp
from 8% in 2026E to 11% in 2027E

Hengli shipyard capacity and global market share Orderbook cover years (period-end)

(mn CGT) Hengli ~m—As % of globe Hengli (RHS) = Global China Korea =———Japan =——YZJ =——Hengli

| it ! LU — 45X

I Ph.I i ena | ph "11@}, Y, 3.9%

4 4.0X

lg.g E :i S qo% 0% 10w q0% 2 3.6X
0 | i St — i3 35X 3.6X
80 | i /* o

i i 8% 3.0% \o3aX
70 % i ] 8% \\
60 1 - i 2.5X
50 | i 5%/ | 6% \Cover years adj.
40 | 4% a9 11 i ! 2.0% i 8¢ Ph IV capacity

1 o, i 2
30 i B i 4% 1.5% X
1 4

20 H :i 2% 1.0%
1.0 | n i
00 } i i 0% 0.5%

12023 20241} 2025 |2026E |PO27E 3028E 2029E 2030E 2031E 2032E Jan-24 May-24 Sep-24 Jan-25 May-25 Sep-25 Jan-26 May-26 Sep-26

i H

EESRR: AEBUE, Clarksons, B IRBSAREE
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Hengli 3.6X cover years assumes capacity ramping to c.4.9mn CGT by 2026
year-end

HRIFR: Clarksons, AB¥IE, SRR EHARE

Thesis II: Beneficiary of the ongoing prolonged upcycle, with diverse
products expanding from tanker and dry bulker to higher-value
containerships and gas carriers

We expect Hengli Heavy’ s orderbook to continue its rapid rise, from 15.2mn CGTs
as of Sept-2026 based on Clarksons, to 26.5mn CGTs at end-2027, driven by booming
tanker orders, better-than-expected mega containerships, and breakthrough into
higher-margin gas carriers LPGC and LNGC.

m  Low orderbook cover years among major shipyards suggests ample capacity to
win large ship orders. Hengli Heavy has the capacity to provide slots for more
large new ships to be delivered in 2029, with only 2.0X orderbook cover years,
after completion of phase Ill slipways and phase IV dry docks, and therefore has
significant potential to win more new ship orders.

m  Hengli Group’ s support - Hengli Group, placed 8 /0.19 (no. of ships/ mn CGTs)
new orders with Hengli Heavy in 2022-24, helping it ramp up the shipbuilding
business at an early stage and build a quality track record (Exhibit 18), and has
recently placed an order of two LNG carriers to help Hengli Heavy enter this new
and high-value segment, where the market share is currently dominated by
Korean shipyards.

m  Replacement demand: As discussed in our 2027 outlook (link), we believe
replacement for aging fleets will be the key driver of this upcycle which we see
lasting until 2032E, and contributing 52% to the total new order of 559mn CGTs
during 2026-2032E, followed by trade growth/ decarbonizaiton’ s33%/15%. The
ships delivered in the last delivery peak of 2006-12 will exceed 20 years in age
from 2026 and we expect will be replaced by new greener or higher-efficiency
vessels. We believe the shipbuilding industry is still in the middle of the upcyle
this time, given it’ s still benefiting from tanker order boom, which will be
followed by bulkers, based on previous upcyle pace. Additionally, the shippers
may place more new orders than the real replacement demand, considering a
lifted profitability (BlZ& 12) and their ambition to defend or gain more market
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share with a stronger balance sheet (e.g. containerships).

&% 6: Hengli annual new order volume and orderbook

backlog

Hen%h annual new orders and orderbook
New orders Orderbook (period-end)

(mn CGT) g Cover years (X; RHS)

300 281 281 281
39x 265 273 217

25.0
200
150 21X
10.0 5
5.0 4:2
09 I
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2023 2024 2025 2026E 2027E 2028E 2029E 2030E 2031E 2032E
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4.0X
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3.0
25X
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[EZ= 7: Shipbuilder orderbook backlog comp

Shipbuilding order backlog

= Naval and others
100%

90% u Offshore
80%
70% = Bulk carrier
60%
ig;:fr Other commercial vessels

o

o
gg o’;: = LPG/Ammonia
10%
0% m Tanker
3 Containership

42 uLNG

Note: Data as of Sep-26 for Hengli/Namura/CSSC; as of Aug-26 for SHIHHI/Hanwha Ocean; as of Jun-26
for YZJ. CSSC Refers to commercial vessels only. Hengli, CSSC and Namura by CGT contract volume

breakdown as per Clarksens, others breakdown by contract value per company data.

FHGR: E#UE, Clarksons, B2 EMARIE

FERFGR: ATIHUEE, Clarksons

[ElF& 8: Hengli monthly new orders by ship type

(mn, GETs) Hengli monthly new order by ship type
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2.0 l

= Container

[El% 9: Hengli monthly new orders CGT mix by ship type

Hengli monthly new order mix by ship type (based

on CGT)
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#ER: Clarksons

El%& 10: Hengli quarterly global market shares by major ship

types
Hengli global market shs of new orders by ship types

40%
35% =g Container Tanker %
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25%
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As of Sep-26 end.

Gas carriersinclude LNGC and LPG

#HEGR: Clarksons
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&% 11: Global shipbuilding supply, demand, newbuild price and market share summary

Contract value

New contract orders value ($m) 57,926 119,024 139,520 131,530 234,868 203438 247,214 215127 193,330 193,022 211,850 229,162 247,606
YoY% -27% 105% 1% -6% 79% -13% 22% -13% -10% 0% 10% 8% 8%
- Containerships 7805 44071 35859 20330 59312 66548 62,110 42990 36,751 30,347 33,248 34508 35472
- Tankers 11,390 11,235 7,207 24,982 41,454 28,923 59,856 51,225 33,250 34,380 40.799 47 187 53,844
- Bulkers 8816 20,796 18,747 25,501 33,871 26,162 28,266 34,718 47,027 53,914 60,662 67,927 76,136
-LPG 2,761 6,335 4,066 11,343 15,312 3,777 15208 12,667 10,739 11,694 12942 14,147 15,401
-LNG 11,338 14,736 38,921 16,028 22,450 10,965 22,915 24968 17,976 16,052 17,096 18,055 19,179
- Others 15,626 21,850 34,720 33,346 62,469 67,063 58,859 48,558 47,587 46,636 47,102 47,337 47,574
Demand
New centract order velume (mn CGT) 30.0 58.9 55.2 52.2 81.4 68.0 84.7 75.4 69.8 71.6 78.7 85.5 92.8
YoY% -11% 96% -6% -6% 56% -16% 25% -11% -7% 3% 10% 9% 8%
- Containerships 4.9 224 14.0 75 213 26.7 249 174 152 128 139 14.4 147
YoY% 30% 359% -37% -47% 186% 25% -7% -30% -13% -16% 8% 3% 2%
- Tankers 6.0 5.5 33 10.8 17.1 10.8 23.0 19.9 13.2 13.9 16.3 18.8 213
YoY% -6% -8% -40% 224% 59% -37% 113% -14% -34% 6% 17% 15% 14%
- Bulkers 6.8 12.8 95 13.0 16.3 12.2 12.9 16.0 221 259 28.8 321 358
YoY% -14% 87% -26% 37% 25% -26% 6% 24% 38% 17% 11% 11% 12%
-LPG 1.0 25 1.2 29 37 1.0 38 32 28 3.1 34 37 4.0
YoY% -22% 146% -51% 147% 24% -T4% 289% -16% -13% 11% 10% 9% 8%
-LNG 45 6.5 15.6 56 77 36 8.0 8.9 6.5 5.9 6.3 66 69
YoY% -4% 46% 139% -64% 36% -53% 122% 10% -27% -9% 5% 5% 6%
- Others 6.8 92 M6 123 153 137 12.0 10.0 10,0 100 10.0 100 100
YoY% -29% 35% 26% 7% 24% -10% -13% -17% 0% 0% 0% 0% 0%
By region YoY%
Total -1% 96% -6% -6% 56% -18% 25% -11% -T% 3% 10% 9% 8%
China 6% 121% -5% 9% 86% -23% 48% -10% -12% -3% 4% 9% 8%
By region market share %
China 44% 50% 50% 58% 69% 64% 76% TT% T3% 69% 65% 65% 65%|
Korea 30% 31% 30% 19% 13% 18% 15% 15% 17% 19% 19% 19% 19%|
Japan 12% 1% 10% 13% 8% 7% 6% 6% 6% 6% 6% 6% 6%|
Others 15% 8% 9% 10% 10% 12% 4% 3% 4% 6% 10% 10% 10%
New deliveries (mn CGT) 30.4 348 32.8 359 41.2 442 51.0 63.9 69.0 71.6 "y 75.0 78.0
YoY% -12% 15% -6% 9% 15% 7% 15% 25% 8% 4% 0% 5% 4%
Orderbook (period end, mn CGT) 835 104.4 1222 134.5 1703 1917 2231 2321 230.5 2281 232.7 240.8 253.2
YoY% 4% 25% 17% 10% 27% 13% 16% 4% A% 1% 2% 3% 5%
Supply
Active shipyard capacity (mn CGT) 55.3 54.0 531 549 55.1 57.9 62.5 67.8 7.2 724 73.0 73.6 741
YoY% -1% -2% -2% 3% 0% 5% 8% 9% 5% 2% 1% 1% 1%
Shipyard forward cover years (x]
Shipyard forward cover years (x) (divided by GSe active capacity) 1.5x 1.9x 2.3x 2.5% 34x 3.3x 3.6x 3.4x 3.2x 3.2x 3.2x 3.3x 3.4x
ASP
Clarksons newbuild price index 126 154 162 178 189 185 187 186 182 178 180 181 182
YoY% -3% 22% 5% 10% 6% -2% 2% -1% -2% -2% 1% 1% 1%
Guangdong Songfa Ceramics / Hengli Heavy Industry
Songfa / Hengli Heavy Industry net margin (%) 4% 12% 17% 20% 22% 22% 21% 20% 19%
Songfa / Hengli Heavy Industry EPS (Rmb) 0.23 273 1047 2219 30.03 2995 27.98 26.01 2413

HEFIR: Clarksons, SRR EWE, AR HIE

&% 12: Dynamic ROl vs orderbook by ship type
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dwd newbuilding prices. Note: LPG data using B4k CBM LPG 12M TCE and 88-81K cbm LPGC newbuilding pricas "r‘l’c';l"s data using LNG 174K CBM 1 Year Timechartes Rate and LNGC 174k cbm newbuilding
Data as of 25-Sep-2026 Data as of 25-Sep-2026 L

Data as of 25-Sep-2026

FEEIFGE: Clarksons, BB 2IKIG AT, 218

Thesis Ill: Marine engine, a new higher-margin segment

We expect Hengli Heavy’ s marine engine business to be a new revenue and margin
driver, with a ramp-up in the delivery of engines. Following its entry into the market
in March 2024 under license from MAN Energy Solutions/ Everllence, Hengli Heavy
has an annual capacity of 180 units 2-stroke marine engine currently, which is 9% of
the global 2-stroke marine engine manufacturing market in 2025 per our estimate

2026%10A7H 8
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(Bl% 16), and the company is targeting to further enhance the capacity to 300 units
per annum by 2027. We see the marine engine business as a new revenue and
margin driver for Hengli Heavy, with a ramp-up in delivery of engines from 20 units
in 2025 to full capacity of 300 units by 2028E (BlZ 13), by leveraging its new ship
order market share and attractive price vs. overseas competitors. We expect engine
gross margin to improve from 20% in 2025 to 27% by 2028E and stay relatively stable
till 2032E (BZ 14), mainly driven by +8% to +15% p.a. YoY increase in 2026-2028E
ASP. We expect this to be supported by higher product mix from large vessels
engines and dual-fuel engines. According to the management, marine engine
typically represents 10-20% of a vessel’ s total value.

&% 13: Hengli engine delivery [ElZ% 14: Hengli gross margin by segment

(No. of unit) Hengli engine capacity and delivery Hengli gross margin by segment
350 === Shipbuildling Marine engine
= = = = 32%
300 3 o o o o 2%
300 300 300 300 300 27% ° 26%
250 27% 245, o=y o 25% 25%
200 bos - 26% 26% 9 G—n\""
19% sl 3
150 —&—Engine delivery % 23%
Engine capacity 17% 20%
100 120
12%
50 9%
0 20 7%
2025  2026E  2027E  2028E  2029E  2030E  2031E  2032E 2024 2025 2026E 2027E 2028E 2029E 2030E  2031E  2032E

HEER: QRME SRERRAMRE HELRR: ARHIE, SESIRE MR

[El3% 16: We estimate Hengli engine capacity accounted for
€.9% of the globe in 2025

Bl 15: 2-stroke marine engine licensing market shs
breakdown

2-stroke marine engine licensing market share by no. of Marine 2-stroke engine capacity market shs in 2025 (by horse

engine delivered in 2021-25 power)
Others, 6% Other Japanese QOthers, 0.5%
player, 4% China Shipbuilding

Japan Engine, 5%

WinGD, 8%

MANES/Everllence,
80%

Industry Group
Power Co., Ltd.,
28%

Mitsui E&S, 7% 1

Hanwha engine,
16%

Hengli, 9%

Guangzhou Diesel
Engine Factory,
5%

Other Chinese
HD KSOE, 28% players, 3%

FEHIFE: Clarksons
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B 17: ... and further increase to 12% in 2028E

Marine 2-stroke engine capacity market shs in 2028E (by

Other Japanars]g rsepower)

player, 3% Others, 0.4
Mitsui E&S, 6%
Hanwha engine,
15%

HD KSOE, 22%

nI,China Shipbuilding

° Industry Group
Power Co., Ltd.,
27%

Hengli, 12%

Guangzhou Diesel
Other Chinese Engine Factory,
players, 6% 8%

BER: AEEEE, imarine, J-ENG, BRELIRIZEHRL
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[ElZ= 18: We estimate that Hengli was at 7% of 2-stroke
marine engine new order market share in 2025

Marine 2-stroke engine new order market shs in 2025 (by
horsepower)

Other J
er Japanese Others, 0%

players, 3% _
Mitsui E&S, 4% [

China Shipbuilding
Industry Group
Power Co., Ltd.,
Hanwha engine, 34%
23%

- i Hengli, 7%
~ Other Chinese
players, 8%

HD KSOE, 22%

Based on brake horsepower

HEER: QRHEE, SRSRIGHERRE

Bk 19: Marine engine segment margin comparison

Marine engine segment gross margin
27%

30%

26% =g Hengli

25%

20%

15%

10%

5%

20%

Diesel engine
segment of CSIC
Power

=== Marine engine
segment of HHI

11% 11% =&-Hanwha engine
13%
] 0% o 10% —o—Mitsui E&S

6%
2024

2025

2026E

2027E 2028E

Note: HHI segment margin forecast from Visible Alpha.

[E%% 20: Marine engine margin vs. shipbuilding margin
comp

Marine engine margin vs. shipbuilding margin (pp)

16 === Hengli CSSC  =@=HHI =@—Hanwha 14

2020 2021 2022 2023 2024 2025

BEER. ARME BSRSMREMRRE

2026%10A7H

Earnings changes

BEDRR, QAFHE, BRSRIEERRE

We raise our net income forecast by 9%/57%/ 80% for 2026-28E, by incorporating:

1) Capacity expansion from Phase III' s two slipways and Phase IV’ s two dry docks,
which will start operation at end-2026 and early 2027 respectively and double the
existing capacity (97% increase). We assume the phase IV capacity would ramp up to
full utilization at mid-2027, based on the company’ s strong execution track record
and new hiring plan of 100k workers (see our note). While we also factor in a higher
revenue and profit in 2H26, as we expect an earlier block construction in 3Q26/4Q26
ahead of the formal start of new capacity.

2) Engine delivery for 2026-2028E raised from 120/180/180 units to 120/225/300
units, considering the engine capacity increase from 180 p.a. now to 300 p.a. in 2027.

3) A largely unchanged margin assumption, considering the company’ s current
orderbook can cover the revenue growth till the end of 2028.

10
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4) A higher interest expense, by assuming more debt issuance to cover (we assume a
debt issuance considering the lower cost of debt vs. cost of equity) to finance
additional Rmb22bn Capex on phase lIl' s slipways and phase V' s drydocks in
2026E.

Beyond 2028E, if there is no further capacity addition, we forecast a mild earnings
decline at -5% CAGR considering a higher contribution from lower-margin dry
bulkers, while we don’ t see a sharp decline, as we expect the newbuilding price
could remain at a relatively elevated level, on the back of a resilient orderbook cover
years (>3 years) until 2032E, as the enlarged capacity just matches the potential new
ship order (see more details in our 2027 outlook report).

El% 21 Estimates changes

Hengli Heavy Industry

Key operating metrics

Completicn recognized (mn CGT) 346 304 14% 6.25 400 56% 7.40 400  85% 7.55 404 BT% 7.55 400  BY% 7.55 396 91% 7.55 392 93%
Average price par CGT recognized (US$) 2517 2,533 -1% 2,604 2,587 1% 2,686 2,686 0% 2,659 2,659 0% 2,608 2633 -1% 2554 2,606 2% 2,503 2,606 A%
New order value (US$ mn) - GSe 36,532 22,069 66% 28321 14536  102% 17,654 15,514 14% 16,313 15,049 8% 15987 15189 5% 15169 14812 2% 15,245 15,108 1%

Key Financials (Rmb mn)
Total revenue 61,986 55,044 13% 113,105 72912 55% 138,344 75,840 2% 139,907 76,025 84% 137,488 74,794 B4% 135137 73,602 B4% 132,852 73,134 B2%

Shipbuilding revenue 59,792 52865  13% 100025 69325 57% 133185 71992  85% 134490 71985 7% 131800 70.552 87% 120184 69148 B7% 126581 68457  85%
Engine revenue (external) 1,380 1366 1% 3226 2732 18% 4263 2851 44 4476 3008 44% 4698 3250 44% 4834 3416 44% 5181 3567 44%
Otners 813 813 0% 854 854 0% 897 897 0% 942 %42 0% 989 989 0% 1038 1038 0% 1080 1080 0%
Total COGS (46,790) (#1171)  1a% (82,366) (53,517)  54% (98,443) (53,738) 83%  (100,516) (54,537) 84%  (100,744) (54,307) 86%  (100,986) (54,088) 87%  (101,191) (53,878) BB%
EBIT 13,485 12,244 10% 27,956 17,602 59% 36498 20236  80% 35950 19618  83% 33362 18647  T9% 30826 17704  T4% 28,393 17456  63%
EBIT margin (%) 21.8% 22.2% -0.5ppt 24.7% 24.1% O6ppt 2B.4% 267% -0.3ppt 257% 258% -0.1ppt 24.3% 249% -0.7ppt 22.8% 241% -1.2ppt 21.4% 23.9% -2.5ppt
EBITDA 14,626 13307 0% 29,506 18794 57% 38381 21492 79% 37904 20942 81% 35390 20042 TT% 32932 19,174  T2% 30,562 19,006  61%
EBITDA margin (%) 23.6% 242% -0.6ppt  261%  258% O.3ppt 27.7%  28.3% -0.6ppt 27.1%  27.5% -0.5ppt 257%  26.8% -1.1ppt 244%  26.1% -1.7ppt 23.0%  26.0% -3.0ppt
Net interest expanse (1,104) (B94)  23% (1045)  (612) Ti% (511) (260 83% (56) 1 6622% 150 71 2% 343 273 26% 521 369 41%
PBT 12,427 1,39 9% 26911 16990  58% 35987 19,956  80% 35894 19619 83% 33512 18818 7E% 69 17977 TI% 28914 17,825  62%
PAT 10,370 9509 9% 22605 14441 5T% 30589 16,963 0% 30510 16676  83% 28485 15995  78% 26494 15280 T73% 24577 15151 62%
Net profit [reported) 10,370 9509 9% 22605 14441 57% 30589 16963  80% 30510 16676  83% 28485 15995  78% 26434 15280  T3% 24577 15151 62%
Met margin freported) (%) 16.7% 17.3% -0.5ppt 20.0% 19.8% 0.2ppt 221%  224% -0.3ppt 21.8%  21.9% -0.1ppt 207%  21.4% -0.7ppt 19.6%  20.8% -1.2ppt 18.5%  20.7% -2.2ppt
Net profit (adjusted) 10,335 9475 9% 22605 14441 57% 30589 16963  80% 30510 16676  83% 28485 15995  78% 26434 15280 T3% 24577 15151 62%
Net margin (adjusted) (%) 16.7% 17.2% -0.5pt  20.0%  19.8% 0.Zppt 221%  224% -0.3opt 21.8%  21.9% -0.1ppt 20.7%  21.4% -0.7ppt 19.6%  20.8% -1.2ppt 18.5%  20.7% -2.2ppt
Reported EPS (Rmb) 10.47 9.60 9% 2218 1418 57% 30.03 16.65 80% 29.95 16.37 83% 27.96 15.70 8% 26.01 15.00 T3% 2413 14.87 82%
Adjustod EPS (Rmb) 1043 956 9% 2248 1448 57% 3003 1665  80% 2095 1637 83% 27.96 1570  78% 2601 1500 3% 2413 1487  62%
DPS (Rmb) 1.02 093 9% 222 142 5T% 3.00 167 80% 2.99 164  83% 2.80 157 7% 260 150 T3% 241 149 62%
Dividend payout ratio (%) 10.0% 10.0%  0.0ppt 10.0%  10.0% 0.0ppt 10.0%  10.0% 0.0ppt 10.0%  10.0% 0.0ppt 10.0%  10.0% 0.0ppt 10.0%  10.0% 0.0ppt 100%  10.0% 0.0ppt

Total revenue denotes gross revenue (before sale tax)

FRRR BRSBTS

Valuation

As a result, our price target is raised by 50% to Rmb300 per share from previously
Rmb200 per share, on a lower target P/E multiple of 10x on 2028E earnings (vs. 12x
prior), which is still based on the average 2028E P/E of Chinese and Korean
shipbuilders. The stock trades at 7x 2028E P/E, which is at a discount to peer average
of 10x. We consider 2028E P/E appropriate as the company is ramping up ship
deliveries, and we expect earnings to be normalized in 2028 when Hengli Heavy
would be operating at full-capacity for the full-year.

We believe our 10.0x target 2028E P/E is justified, broadly in line with CSSC* s 10.4x
and the Korean shipyard average of 10.4x, considering Hengli has: 1) Higher
orderbook potential and stronger order-wining, with its orderbook cover years
shortening to c.2 years following the new capacity addition from Phase Il slipways
and Phase IV dry docks, vs. China peers’ 3.9x and Korean peers’ 3.2x. 2) Higher
net profit growth, with 72% net-profit CAGR in 2026-28E, vs. 28% for CSSC, 9% for
Yangzijiang and 17% for Korean peers avg (based on consensus). 3) A-share
premium, vs. our target price implied P/E of 9.2x for Yangzijiang which is listed in
Singapore. 4) Higher exposure to marine engine business which has more stable
margin and can smooth any cyclical impact in the long term.

Share price drivers - Based on historical correlation, we observe that the share price
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is not only driven by orderbook backlog, but also by earnings uptrend, as although
the orderbook determines the future revenue stream, the final earnings also depend
on costs (e.g., steel price) and operational efficiency. We believe the company’ s
share price will be driven by both its growing orderbook and EPS. Based on our
estimate, we forecast the orderbook will rise by ¢50% to US$72bn at end-2028, and
EPS will increase ¢.188% over 2026-2028E, continuing to drive the share price.

[E]Z& 22: Price target based on P/E methodology [El% 23: Guangdong Songfa Ceramics TP implied P/E cross
check with peers
P/E valuation
EPS (Rmb) in 2028 30.03 Guangdong Songfa Ceramics TP implied P/E vs.
Target P/E 10.0x 35x peers P/E
Price target (Rmb) at year-end of 2026 300.00 aox 287X R0 EoHE naomeE
Current price 213.66 25x

Implied upside/(downside) 40% 20x 13.5X 18.0% 16.5X
12.9X 140)( 143¥ZOX
15x 113 12.0X 11.8X
10.0% xmwx 10.4X 10.3X 9.8X 10.4%
10x
5x
0x
Guangdong YZJ TP implied CssC China Korea
Songfa shipbuilders  shipbuilders
Ceramics TP avg (excl. avg
implied Hengli)

As of Oct 2, 2026 China shipbuilder peers include YZJ, CSSC; Korea shipbuilder peers include
—— HHI, SHI, Hanwha Ocean. CSSC consensus based on WIND. Other uncovered
BHRSRIR: Datastream, Ba S IRIRAFR peers consensus based on Reuters. Pricing as of Oct 2, 2026

AR Datastream, WIND, BB IRIG AR FTEE, BB

[E|Z% 24: Asia shipbuilding comp table
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EHERIR: Datastream, BB, BB IKIE AR R

Revenue, margin and profit

We forecast Hengli Heavy’ s revenue to grow at 186%/82%/22% YoY during
2026-28E, driven by a ramp-up in capacity and delivery, and higher-value orders with
more contribution from containerships, tankers and gas carriers than dry bulkers.

We also forecast Hengli Heavy’ s gross margin to improve from 20% in 2025 to 25%)/
27%/ 29% in 2026-28E, driven by continuous improvement in product mix and
efficiency; as well as the delivery of more marine engines. Comparing Hengli Heavy
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and Yangzijiang, we believe the former’ s margin could be improved but unlikely to
reach YZJ' s level, considering YZJ' s superior product mix (>70% contribution from
containerships). We now expect the gross margin gap between Hengli and YZJ will
narrow from c.14ppts in 2025 to 8ppts by 2028E.

We expect consecutive years of cash inflow could help deleverage and save finance
costs. As a result, we forecast an earnings CAGR of 128% over 2025-28E to reach
Rmb30.6bn, with net margin also improving from 12% in 2025 to 22% by 2028E.

[El% 25: Hengli revenue and YoY growth

Hengli revenue and YoY growth

= Marine engine (external sales) Shipbuildling
== Shipbuildling Yo (RHS)
m?ﬂiai revenue YoY (RHS)

150

Marine engine (external sales) YoY (RHS)

138 140 137
186% 135 133 195%

1459
100 %

o 2% 95%

50
22 45%
’ 6

2023 2024 2025 2026E 2027E ZUEBEOZHE 2030E 2031E _2032E

[E]# 26: Hengli net profit and margin

(Rmb mn) Hengli net profit and margin
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[ElF 27: Hengli quarterly delivery by ship type
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Cash flow analysis
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[El%& 28: Hengli quarterly delivery mix by ship type based
on CGT

Hengli delivery by ship type
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Based on orderbook as of Sep-end end

#EHFGR: Clarksons

Though we do not rule out the possibility of the company undertaking an equity
financing to support its Capex on new capacity, our cash flow analysis shows that
the aggregate of operating cash inflow at Rmb27bn (vs. Rmb33bn after-tax profit) in
2026-27E would cover this Capex need. In addition, we forecast the aggregate of
operating cash inflow to be Rmb53bn in 2026-28E, which could cover all Capex of
Rmb51bn for phase | to phase IV capacity.
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E%% 29: Hengli CAPEX for Phase | to Phase IV and relevant [ElZ= 30: Hengli net operating cashflow vs. CAPEX
equity issuance to fund the CAPEX

CAPEX Relevant equity issuance
Funds raised (Rmb Hengli net operating cashflow vs. CAPEX 2023-32E
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TR REHIE BEDER: QRHIE, SRSRIEERAE

Investment Thesis - Guangdong Songfa Ceramics

We are Buy rated on Guangdong Songfa Ceramics, whose primary asset, Hengli
Heavy Industry, appears well positioned to become the second-largest shipbuilder
globally by 2027E (GSe). We expect Hengli to be a major capacity addition player
with a 37% CAGR in 2025-28E, factoring in the completion of its phase Il and phase
IV, vs. a 7% CAGR for global peers. We expect this to drive its capacity market share
to 11% by end-2027E and reduce its orderbook cover years to ¢.2x (vs. global / China
avg 3.6x/3.9x), one of the lowest among global major shipyards. On the other hand,
we believe replacement for aging fleets will be the key driver of this global
shipbuilding upcycle which we see lasting until 2032E, and contribute 52% to the
total new orders during 2026-2032E, followed by trade growth/ decarbonization’ s
contribution of 33%/15%. Hengli’ s shorter cover years vs. peers is one of the key
competitive advantages to capture this demand, in our view. Furthermore, we
expect Hengli’ s margin willimprove from 2026-28E, benefiting from product mix
and efficiency improvement. Risks: Delays in ship delivery or new capacity release;
Higher-than-expected steel prices; Less-than-expected new order wins;
Lower-than-expected ASP; Stronger-than-expected RMB appreciation vs. USD;
Faster-than-expected capacity expansion from other shipyards. Key catalysts:
Earnings uptrend and new order wins.

Price Target Risks and Methodology - Guangdong Songfa Ceramics Co

Our 12-m target price of Rmb300/share is based on a 2028E P/E of 10x, based on the
average of Chinese and Korean shipyards. Risks: Delays in ship delivery or new
capacity release; Higher-than-expected steel prices; Less-than-expected new order
wins; Lower-than-expected ASP; Stronger-than-expected RMB appreciation vs. USD;
Faster-than-expected capacity expansion from other shipyards.
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Additional Disclosure
Clarkson Research Services Limited (CRSL)

Clarkson Research Services Limited (CRSL) have not reviewed the context of any of the statistics or information contained in the commentaries
and all statistics and information were obtained by Goldman Sachs & Co. from standard CRSL published sources. Furthermore, CRSL have not
carried out any form of due diligence exercise on the information, as would be the case with finance raising documentation such as Initial Public
Offerings (IPOs) or Bond Placements. Therefore reliance on the statistics and information contained within the commentaries will be for the risk
of the party relying on the information and CRSL does not accept any liability whatsoever for relying on the statistics or information. Insofar as
the statistical and graphical market information comes from CRSL, CRSL points out that such information is drawn from the CRSL database and
other sources. CRSL has advised that: (i) some information in CRSL’ s database is derived from estimates or subjective judgments; and (i) the
information in the database of other maritime data collection agencies may differ from the information in CRSL’ s database; and (iii) whilst CRSL
has taken reasonable care in the compilation of that statistical and graphical information and believes it to be accurate and correct, data
compilation is subject to limited audit and validation procedures and may accordingly contain errors; and (iv) CRSL, its agents, officers and
employees do not accept liability for any loss suffered in consequence of reliance on such information or in any other manner; and (v) the
provision of such information does not obviate any need to make appropriate further enquiries; and (vi) the provision of such information is not
an endorsement of any commercial policies and/or any conclusions by CRSL; and (vii) shipping is a variable and cyclical business and any
forecasting concerning it cannot be very accurate.

Guangdong Songfa Ceramics Co IR EITLEEMEM T HAEMFRCENMNE M AT #9EHLL . Air China (A), Air China (H), COSCO SHIPPING
Holdings (A), COSCO SHIPPING Holdings (H), COSCO Shipping Energy (A), COSCO Shipping Energy (H), COSCO Shipping Ports Ltd., China Eastern
Airlines (A), China Eastern Airlines (H), China Merchants Port Holdings, China Southern Airlines (A), China Southern Airlines (H), Eastern Air
Logistics, Guangdong Songfa Ceramics Co, Guangzhou Baiyun Intl Airport Co., Hainan Meilan Intl Airport, Hutchison Port Holdings, ST
Engineering, Shanghai International Port, Shanghai Intl Airport, Spring Airlines Co., Yangzijiang Shipbuilding

5RB B XBEERE
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FEWNTRREIMEKE2IEE: Guangdong Songfa Ceramics Co (Rmb218.75)
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