Charles Zhuang £ R4

SFC CE: BTE209 @nle
#44%: zhuangcharles; W.7%: (852) 9748 7114; R B WA PR3]
22 Oct 2025

34 B4 Hubei Zhenhua Chemical (603067.CH)
HAAHBARRXBEWRINEL, #%EAT LM 2R

Integration to leverage synergism & Chromium salt industry structure to be optimized
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What’s New

» The integration of Xinjiang Singhorn is expected to leverage the synergistic value of the three bases. The
company has signed a restructuring investment framework agreement with the manager and target company
(including Xinjiang Singhorn.and seven other companies) for the merger, bankruptcy and reorganization of seven
companies including Xinjiang Singhorn Group. According to the "Restructuring Investment Plan" and the
"Framework Agreement”, the company will participate in this bankruptcy restructuring investment by paying debt
repayment funds, with an amount of 200 million yuan. Through this restructuring investment, the company has
obtained 100% equity of the target companies. The company is currently the world's largest producer of chromium
chemicals and vitamin K3. In order to further expand the company's business channels, promote the integration
and upgrading of the chromium salt industry, and promote the development of the chromium salt industry towards
higher quality, environmental protection, and efficiency, combined with the development requirements and laws of
"large-scale, centralized, and clean" chromium salt industry, the company participates in the recruitment of investors
for the bankruptcy reorganization of the target company, which is in line with the company's strategic development
direction and overall interests. The future operation of this enterprise is indeed a combination of opportunities and
challenges. Only by integrating under the leadership of the company can incremental value be generated through
the synergy of the three bases

» The heavy metal policy will help optimize the structure of the chromium salt industry. According to Zhenhua
Corporation's response on the investor interaction platform on October 15th, the "Guiding Opinions on Further
Strengthening the Prevention and Control of Heavy Metal Pollution" requires the elimination of outdated chromium
salt production capacity, which will help optimize the industry structure. For enterprises that adopt advanced clean
production processes, their market share may further expand, thereby enhancing their economic benefits and
industry status. According to the minutes of the performance exchange meeting for the company's 2025 semiannual
report, in the past 10 years of industry practice, only the Huangshi factory of the company has achieved a significant
increase in production capacity through energy-saving and consumption reducing technological transformation
without updating the main equipment or changing the main process, while reducing total emissions. Compared with
other mainstream manufacturers in the industry, the company's gross profit margin has an advantage of 13 to 15
percentage points, because the industry's demand has increased and competitors have been striving to grow in
recent years. The company believes that there is a need to further optimize and rebalance the future market
competition pattern.

What’s Different

» In 2025H1, both the quantity and price of chromium metal increased, and it is expected that the market will
perform well in 2025H2. According to the minutes of the performance exchange meeting for the company's 2025
semiannual report, in 2025H1, the quantity and price of chromium metal products will both increase, with shipments
exceeding 5400 tons. The short-term production capacity limit of the company's metal chromium production line is
around 1200 tons. From the perspective of shipment pace, Europe and America are the main markets for high-
temperature alloys worldwide. The downstream overseas market is currently affected by the summer break, and
the operating rate is not very high. Since July, the company's product prices have not decreased, and the shipment
volume has decreased. After entering August, the expected increase in demand in the market is gradually being
realized. At the end of the second quarter and the beginning of the third quarter, there was a wait-and-see attitude
towards the market for chromium metal, and the market generally expects a relatively good performance in the
fourth quarter.

Action

» Profit forecast. We give the company net profit of RMB 70.6/84.4/98.0 million for 2025-2027 Referring to
comparable companies, the company will be given 19x PE for FY26, with TP of 22.61 yuan. We initiate with “BUY”
rating.

Risks

Risks of chromium chemical price fluctuations, raw material price fluctuations, and environmental policy pressures.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

or the fundamental outlook of the Company or sector is favorable.
Neutral o Relative Performance is -5% to 5%;

or the fundamental outlook of the Company or sector is neutral.
Reduce R Relative Performance is -5% to -15%;

or the fundamental outlook of the Company or sector is unfavorable.
Sell =4 Relative Performance < -15%;

or the fundamental outlook of the Company or sector is unfavorable.

SECTOR RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Outperform KT Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral g Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform bk Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS
(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Global Prosperity Financial Company Limited and/or its subsidiaries do not hold equal to or more than 1% of the market capitalization of
the issuer mentioned in this Research Report.

(4) Global Prosperity Financial Company Limited and/or its subsidiaries have not had investment banking relationships with the issuer
mentioned in this Research Report within the preceding 12 months.

(5) Global Prosperity Financial Company Limited and/or its subsidiaries are not making a market in the securities in respect of the issuer
mentioned in this Research Report.

(6) Global Prosperity Financial Company Limitedand/or its subsidiaries have not employed an individual serving as an officer of the issuer
mentioned in this Research Report. There is no officer of the issuer mentioned in this Research Report associated with Global Prosperity
Financial Company Limited and/or its subsidiaries.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Global Prosperity Financial
Company Limited. Global Prosperity Financial Company Limited and its group companies may do business that relates to companies covered
in research reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Global Prosperity Financial Company Limited group of companies. Any opinions
expressed in this report may differ or be contrary to opinions or investment decisions made by the asset management and investment banking
groups of Global Prosperity Financial Company Limited.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Global Prosperity
Financial Company Limited does not guarantee the accuracy and completeness of the information and data herein. This Research Report
may contain some forward-looking estimates and forecasts derived from the assumptions of the future political and economic conditions with
inherently unpredictable and mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment
objectives and its related risks, and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Global Prosperity Financial Company Limited and its group companies to any registration or licensing requirement within such
jurisdiction.

© 2025 Global Prosperity Financial Company Limited. All Rights Reserved.
Unit 2301, 23/F., 308 Central Des Voeux, 308 Des Voeux Road Central, Sheung Wan, Hong Kong



