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Investment Strategy

Spotting earnings beat potential during results season

&

m Surprise factors in a turbulent market
m |dentifying winning stocks in the Hong Kong and A-share markets

From mid-to-late Mar to Apr, Hong Kong stocks and A-
shares enter peak season for results announcements.
With the release of the previous year's annual report,
the current year's 1Q results, and the latest management
guidance, investors have plenty of new information to
sift through.

In this report, we backtest the performance of Hong
Kong and A-shares based on earnings and revenue
surprises from previous earnings seasons and the six
months following. We look for trends in consensus sales
and earnings projections for equities within the major
indices but across sectors. Based on these trends, we
compile lists of stocks with multiple positive earnings
beats over the past seven years in the universe of the
HSI and CSI300. We believe our results can be used as
a guide for identifying those names with earnings beat
potential in the current results season.

At the market level, the earnings surprise factor of Hong
Kong stocks significantly outperformed either the
market or the common style factors in the three-to-six
months following last year's results season.

The market environment has become more volatile
since the US Federal Reserve kicked off a new
fightening cycle in Nov 2021. In this environment, the
Surprise factor for Hong Kong stock earnings in 2022
stood out.

From Mar to Jun last year — in other words, Hong Kong
earnings season and the three months following — the
HSI Earnings Surprise factor recorded a positive return of
up to 13.5% under a market-neutral strategy, and 4.0%
under a long-only strategy. During the period, the HSI
itself, the HSI Sales Surprise factor, the HSI Value factor,
and the HSI Growth factor, all recorded negative returns
whether under a market-neutral or a long-only strategy.

From Mar to Sep, namely, the month of the Hong Kong
stocks earnings season and the six months thereafter,
the HSI Earnings Surprise factor recorded a positive
return of 9.7% under a market-neutral strategy. During
this period, the Hang Seng Index tumbled 24.3%. The
Value factor, Sales Surprise factor, and Growth factor
of the HSI all recorded negative returns of -5.9%, -11.9%
and -27.9%, respectively. Under a long-only strategy,
the HSI Earnings Surprise factor recorded a negative
refurn of -18.0%, which nevertheless significantly
outperformed the market and other factors recording
a negative return of -26.5% on average.

A-share Earnings Surprise factor and Sales Surprise
factor also outperformed the market and Value factor
three-to-six months after results season last year.
Different from the HSI, the CSI300 outperformed not only
on the Earnings Surprise factor last year, but also the
Sales Surprise factor.

From Apr to Jul last year, encompassing the month of
the A-share earnings season and the three months
thereafter, the CSI300 Sales Surprise factor and Earnings
Surprise factor recorded positive returns of 5.8% and
3.8%, respectively, under a market-neutral strategy.
During this period, the CSI300 fell 2.5% and the CSI300
Value factorrecorded a negative return of -3.1%. Under
a long-only strategy, the Earnings Surprise factor sfill
recorded a positive return of 3.1%, while the Sales
Surprise factor and Value factor both recorded
negative returns of -1.3% and -3.9%, respectively.

From Apr to Oct, the month of the A-share earnings
season and the six months thereafter, the CSI300
Earnings Surprise factor and Sales Surprise factor both
recorded positive returns of 4.7% and 4.5% under a
market-neutral strategy, while the CSI300 fell 17.9%
during the period and the Value factor recorded
negative return of -3.6%. The Earnings Surprise factor
recorded a negative return of -8.5% under a long-only
strategy, yet still significantly outperformed the market
and the Sales Surprise and Value factors recording
negative returns of -13.9% and -14.8%, respectively.

At the indusiry level, the FY2023 consensus earnings
YoY growth projection significantly improved, with
downsiream sectors such as communications and
consumer discretfionary leading the way and the mid
and upstream sectors, including industrial, energy, and
materials lagging.

For existing HSI members, based on the market
capitalization weighted average (instead of index
weighting), the YoY earnings forecast growth rate
weakens from 56.3% in FY2021 to -0.6% in FY2022, before
improving to 34.7% in FY2023F. Among the major
sectors, communications and consumer discretionary
earnings forecast growth in FY2023F lead the way, with
112.5% and 77.7% growth, while industrial, energy, and
materials lag behind.

We found sales estimate growth of existing HSI members
slowed from 22.0% in FY2021 to 9.3% in FY2022, before
improving to 15.5% in FY2023. Of the major sectors,
consumer discretionary and healthcare lead in FY2023F
in terms of revenue forecast growth at 44.1% and
18.5% YoY, followed by financials, communications,
and consumer staples; industrials, technology, and
materials all lagged.

Consensus earnings forecast growth for A-shares in
FY2023F also shows significant improvement, with
consumer staples, technology, and consumer
discretionary leading the way, while financials,
healthcare and energy lag behind.

Along with the gradual remission of Covid-19 and an
accompanying mild macroeconomic recovery, Hon
Kong and A-share market observers held hig
expectations for an earnings recovery in 2023 within
downstream sectors, especially in the case of
communications and consumer discretionary. During
the current results season, we are focused on whether
or not the results of the relevant industries exceed
consensus and the latest management guidance. We
pay close attention to the recovery path of sales growth
and the redlization of an earnings recovery. In cases
where sales and earnings projections YoY growth
accelerate, the implication is that valuation has room
for improvement.

At the level of individual stocks, we identify companies
with at least ten earnings beats and a winning rate of
60% or above over the past seven years. Among HSI
members, there are five stocks that meet this criferia,
including Meituan (3690 HK), Li Ning (2331 HKf, HKEX
(388 HK), Tencent (700 HK), and Lenovo (992 HK). In this
list, Meituan stands out with a winning rate of 86% and
an average three-month return of 20% after beating
expectations. BYD (1211 HK) exceeded expectations
less than 10 times, but en]ioyed a winning rate of 67%,
and an average return after an earnings beat of 35%.
Among CSI300 members, there are 32 stocks that
qualify, among which Hengli Hydraulic (601100 CH),
Mare  Medical (300760 CH),  Shanghai  Airport
(600009 CH), Guizhou Maofai (600519 CH), and
Tigermed (300347 CH) have a winning rate of over 80%
and a double-digit post-earnings beat average return
for the three months thereafter.

Earnings surprises can be a strong driver of positive
returns. At the market level, given prevailing high rates
amid uncertainties related to inflation and the overseas
banking crisis, we expect the Earnings Surprise factor to
outperform the market and the common style factors in
the three-to-six months after results season this year. At
the industry level, the market expects sales and
earnings growth in the major sectors in FY2023 to
generally accelerate, with especially high
expectations for downstream sectors, in particular
communications and consumer discretionary.
Monitoring whether industries are exceeding expectations
during a results season is a worthwhile exercise, in our
view. At the level of individual stocks, it is worth paying
attention to companies that repeatedly exceed
expectations with decent three-month returns and high
winning rates. Such companies usually have reliable
earnings quality and tend to attract the attention of the
market, leading to fund inflows over the long term.
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SURPRISE FACTORS PERFORM WELL IN A TURBULENT MARKET

As confirmed by many studies of US stocks, positive earnings surprises have been the impetus behind strong positive
returns. In periods of market turmoil, the EPS Surprise factor has significantly outperformed the market and major style
factors like value and growth. Backtesting the results of Hong Kong and A-share markets last year seems to indicate
that this same principle applies to Chinese stocks.

1. Hong Kong market

Chart 1: The long-short total returns generated by the EPS Surprise, Sales Surprise, Value, and Growth factors in the
universe of HSI stocks in Mar-Sep 2022
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Chart 2: Long-only total returns generated by the EPS Surprise, Sales Surprise, Value, and Growth factors in the universe
of HSI stocks in Mar-Sep 2022
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At the market level, the Hong Kong Stock Earnings Surprise factor significantly outperformed the broader market and
common style factors three-to-six months after the results season in 2022. The market environment has become more
volatile as the Fed began a new monetary policy tightening cycle in Nov 2021. The Hong Kong Stock Earnings Surprise
Factor performed quite well in a market with rising volafility last year.

From Mar to Jun last year, namely the month of the Hong Kong stock results season and the subsequent three months,
the HSI Earnings Surprise factor recorded a positive return of 13.5% under the market-neutral strategy (long top quintile
and short bottom quintile) and 4.0% under the long-only strategy (long top quintile), while the Hang Seng Index itself,
the HSI Revenue Surprise factor, the HSI Value factor and HSI Growth factor all recorded negative returns under both
strategies.

From Mar to Sep last year, the month of the Hong Kong stock results season and the following six months, the HSI
Earnings Surprise factor recorded a positive return of 9.7% under a market-neutral strategy while the HSI plunged 24.3%
during the period. The HSI Value factor, HSI Revenue Surprise factor, and the HSI Growth factor all recorded negative
returns of -5.9%, -11.9%, and -27.9%, respectively. Under a long-only strategy, the HSI Earnings Surprise factor also
recorded a negative return of -18.0%, though it nevertheless significantly outperformed the broader market and other
factors with an average negative return of -26.5%.

2. A-share market

Chart 3: Long-short total returns generated by the EPS Surprise, Sales Surprise, Value, and Growth factors in the universe
of CSI300 stocks in Apr-Oct 2022
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Chart 4: Long-only total returns generated by the EPS Surprise, Sales Surprise, Value, and Growth factors in the universe
of CSI300 stocks in Apr-Oct 2022
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The A-share Earnings Surprise factor and Revenue Surprise factor outperformed the market and the value factor three-
to-six months following last year’s earnings season. Unlike the HSI, last year the CSI300 not only saw outstanding
performance in Earnings Surprise factor, but also in the Revenue Surprise factor.

From Apr to Jul last year, the month of the A-share results season and the following three months, the CSI 300 Revenue
Surprise and Earnings Surprise factors recorded positive returns of 5.8% and 3.8%, respectively, under a market neufral
strategy, while the CSI 300 fell 2.5% and the CSI300 Value factor recorded a negative return of -3.1%. Under a long-
only strategy, the Earnings Surprise factor recorded a positive return of 3.1% while the Revenue Surprise and Value
factors recorded negative returns of -1.3% and -3.9%, respectively.

From Apr to Oct, the month of the A-share performance period and the following six months, the CSI300 Earnings
Surprise and Revenue Surprise factors recorded positive returns of 4.7% and 4.5%, respectively, under a market neutral
strategy, while the CSI300 fell 17.9% and the Value factor recorded a negative return of -3.6%. Under a long-only
strategy, the Earnings Surprise factor also posted a negative return of -8.5%, while sfill significantly outperforming the
market and the Revenue Surprise and Value factors, which posted negative returns of -13.9% and -14.8%, respectively.
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FY2023 EARNINGS PROJECTIONS YOY GROWTH PICK UP ACROSS SECTORS

At the industry level, the market expects sales and earnings growth in the major sectors in FY2023 to generally
accelerate, with higher expectations for downstream sectors such as communications and consumer discretionary. It
is worthwhile keeping an eye on whether or not the relevant industries are exceeding expectations during the results
season.

1. Hong Kong market

Chart 5: Consensus sales projections YoY growth of existing HSCl members by sector in FY2021-2023
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Chart 6: Consensus earnings projections YoY growth of existing HSCI members by sector in FY2021-2203
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Chart 7: Consensus sales projections YoY growth of existing HSI members by sector in FY2021-2023
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Chart 8: Consensus earnings projections YoY growth of existing HSI members by sector in FY2021-2023
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At the sector level, the 2023 consensus earnings forecast growth rate for Hong Kong stocks improved significantly, with
downstream sectors such as communications and consumer discretionary leading the way and upstream and
midstream sectors such as industrials, energy and materials lagging behind.

For existing HSI members, based on the market capitalization weighted average (instead of index weighting), the year-
on-year earnings forecast growth rate declined from 56.3% in 2021 to -0.6% in 2022, before improving to 34.7% in 2023.
Of the major sectors, the communications and consumer discretionary 2023 earnings forecast growth rate led the way
with 112.5% and 77.7% growth while the rate for industrial, energy, and materials lagged behind, with -11.1%, 0.7%, and
1.9% growth.

The sales estimates growth rate of existing HSI members slows down from 22.0% in 2021 to 9.3% in 2022, and then
improves to 15.5% in 2023. Among the major sectors, consumer discretionary and healthcare lead in 2023 revenue
forecast growth at 44.1% and 18.5%, followed by financials, communications and consumer staples; industrials,
technology, and materials lag behind.

2. A-share market

Chart 9: Consensus sales projections YoY growth of existing CSI300 members by sector in FY2021-2023
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Chart 10: Consensus earnings projections YoY growth of existing CSI300 members by sector in FY2021-2023

CSI300 members by sector FY2021 consensus earnings projections YoY (%) FY2022 consensus earnings projections YoY (%) FY2023 consensus earnings projections YoY (%)
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Consensus earnings forecast growth for A-shares in 2023 also improved significantly, with consumer staples, fechnology
and consumer discretionary leading the way, while financials, healthcare and energy lag behind.

For existing CSI300 members, based on the market capitalization weighted average (as opposed to index weighting),
earnings forecast growth slows from 94.0% in 2021 to -27.0% in 2022 before improving to 64.6% in 2023. Of the major
sectors, consumer staples, technology, and consumer discretfionary lead in terms of growth rate, reaching 239.8%,
113.9% and 55.3% in 2021-2023. The rest of the sectors also have positive growth of 30-50%.

Along with the gradual remission of Covid-19 and an accompanying mild macroeconomic recovery, Hong Kong and
A-share market observers held high expectations for an earnings recovery in 2023 within downstream sectors,
especidlly in the case of communications and consumer discretionary. During the current results season, we are
focused on whether or not the results of the relevant industries exceed consensus and management guidance. We
pay close attention to the recovery path of sales growth and the realization (or not) of an earnings recovery. In cases
where sales and earnings projections YoY growth accelerate, the implication is that valuation has room for

improvement.
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HIGH WINNING STOCKS WITH MULTIPLE EARNINGS BEATS

At the individual stock level, stocks with multiple earnings beats and a winning ratio of 60% or more deserve attention.
We counted the number of times HSI and CSI300 members reported earnings beats on the basis of weekly trading bars,
return for about three months after an earnings beat, and percentage of positive returns (i.e., winning rate) for the
seven years from mid-Apr 2016 to early Mar 2023. Blue chips with multiple earnings beats, decent three-month returns
and high winning rates usually have reliable earnings quality and high market interest, and are thus able to attract
inflows of capital over relatively long investment horizons.

1. Hong Kong market

Chart 11: HSI stocks with earnings beats in mid-Apr 2016 to early Mar 2023

Security Name Chinese name Gain Loss Total Winning rate Mean of returns Sector

3690 HK Equity MEITUAN-CLASS B =@ -W 12 2 14 86% 20.0% Consumer Discretionary
1929 HK Equity CHOW TAI FOOK JEWELLERY GROU AXIE 5 1 6 83% 8.5% Consumer Discretionary
2331 HK Equity LI NING CO LTD = 8 2 10 80% 13.9% Consumer Discretionary
1928 HK Equity SANDS CHINA LTD EHHPERRAS 7 2 9 8% 13.9% Consumer Discretionary
883 HK Equity CNOOC LTD REREAR 5 2 7 71% 4.0% Energy
388 HK Equity HONG KONG EXCHANGES & CLEAR BAEXSFR 11 5] 16 69% 7.8% Financials
1211 HK Equity BYD CO LTD-H A ] 4 2 67% 35.1% Consumer Discretionary
2020 HK Equity ANTA SPORTS PRODUCTS LTD N 6 3 9 67% 6.3% Consumer Discretionary
241 HK Equity ALIBABA HEALTH INFORMATION T o] B fi 2 1 3 67% 0.0% Consumer Discretionary
291 HK Equity CHINA RESOURCES BEER HOLDING fe 2 2 1 8 67% -2.8% Consumer Staples
700 HK Equity TENCENT HOLDINGS LTD gkl 12 7 19 63% 8.2% Communication Services
868 HK Equity XINYI GLASS HOLDINGS LTD X b} 3 8 63% -0.7% Industrials
1876 HK Equity BUDWEISER BREWING CO APAC LT BEITK 3 2 5 60% 9.1% Consumer Staples
1997 HK Equity WHARF REAL ESTATE INVESTMENT hECEW 3 2 5 60% 2.9% Real Estate
9888 HK Equity BAIDU INC-CLASS A BE 3 2 5 60% 1.9% Communication Services
992 HK Equity LENOVO GROUP LTD BIE&H 9 6 15 60% 3.5% Information Technology
3968 HK Equity CHINA MERCHANTS BANK-H BEHRIT 11 8 19 58% 3.4% Financials

5 HK Equity HSBC HOLDINGS PLC TR 11 8 19 58% 3.3% Financials
939 HK Equity CHINA CONSTRUCTION BANK-H BIRRIT 10 8 18 56% 1.8% Financials
981 HK Equity SEMICONDUCTOR MANUFACTURING RIS ERR 10 8 18 56% 2.5% Information Technology
1088 HK Equity CHINA SHENHUA ENERGY CO-H el Eaf ke 9 8 17 53% 1.7% Energy
1209 HK Equity CHINA RESOURCES MIXC LIFESTY LT RETE 2 2 4 50% 3.5% Real Estate

11 HK Equity HANG SENG BANK LTD 1EERTT 3 3 50% -2.3% Financials
9999 HK Equity NETEASE INC ZE) 3 3 6 50% 1.0% Communication Services
1810 HK Equity XIAOMI CORP-CLASS B INKER 7 8 15 47% 3.1% Information Technology
857 HK Equity PETROCHINA CO LTD-H P ERH 5 6 11 45% 0.3% Energy
9618 HK Equity JD.COMINC - CLA HERER 4 5 9 44% 0.8% Consumer Discretionary
1093 HK Equity CSPC PHARMACEUTICAL GROUP LT R75EHR 7 10 17 41% -1.8% Health Care
6690 HK Equity HAIER SMART HOME CO LTD-H BRER 2 3 5 40% 4.7% Consumer Discretionary
968 HK Equity XINYI SOLAR HOLDINGS LTD EXShE 2 3 40% 0.7% Information Technology
3692 HK Equity HANSOH PHARMACEUTICAL GROUP BHREH 1 2 3 33% 7.8% Health Care
762 HK Equity CHINA UNICOM HONG KONG LTD i E BGE 3 7 10 30% 1.9% Communication Services
9988 HK Equity ALIBABA GROUP HOLDING LTD FTEEE 8 7 10 30% -4.6% Consumer Discretionary
267 HK Equity CITIC LTD PiERS 2 5 7 29% -2.5% Industrials
688 HK Equity CHINA OVERSEAS LAND & INVEST FEESIRE 1 4 5 20% -6.5% Real Estate
941 HK Equity CHINA MOBILE LTD FEBE 2 8 10 20% -5.1% Communication Services

Sources: Bloomberg, CCBIS

Among HSI members, there are five stocks that meet this criteria, including Meituan (3690 HK), Li Ning (2331 HK), HKEx
(388 HK), Tencent (700 HK), and Lenovo (992 HK). In this list, Meituan stands out with a winning rate of 86% and an
average three-month return of 20% after beating expectations. BYD (1211 HK) exceeded expectations less than 10
times, but enjoyed a winning rate of 67%, and an average return after an earnings beat of 35%.
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2. A-share market

Chart 12: CSI300 stocks with earnings beats in mid-Apr 2016 to early Mar 2023
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Security
000625 CH Equity
600809 CH Equity
600941 CH Equity
601995 CH Equity
002050 CH Equity
002938 CH Equity
300014 CH Equity
601100 CH Equity
300760 CH Equity
600009 CH Equity
600519 CH Equity
300347 CH Equity
300957 CH Equity
000776 CH Equity
603993 CH Equity
002236 CH Equity
600132 CH Equity
600741 CH Equity
600999 CH Equity
603392 CH Equity
002304 CH Equity
300015 CH Equity
300124 CH Equity
300274 CH Equity
300433 CH Equity
601012 CH Equity
600660 CH Equity
601601 CH Equity
300496 CH Equity
600048 CH Equity
002410 CH Equity
300750 CH Equity
601633 CH Equity
600039 CH Equity
600362 CH Equity
601006 CH Equity
601668 CH Equity
601899 CH Equity
000858 CH Equity
603290 CH Equity
000963 CH Equity
002179 CH Equity
002459 CH Equity
002594 CH Equity
002602 CH Equity
002821 CH Equity
600690 CH Equity
601998 CH Equity
002555 CH Equity
600332 CH Equity
300751 CH Equity
601615 CH Equity
601688 CH Equity
688012 CH Equity
002460 CH Equity
000596 CH Equity
601377 CH Equity
603369 CH Equity
000568 CH Equity
600436 CH Equity
600600 CH Equity
000063 CH Equity
601766 CH Equity
002027 CH Equity
002812 CH Equity
002920 CH Equity

Name
CHONGQING CHANGAN AUTOMOB-A
SHANXI XINGHUACUN FEN WINE-A
CHINA MOBILE LTD-A
CHINA INTERNATIONAL CAPTAL-A
ZHEJIANG SANHUA INTELLIGEN-A
AVARY HOLDING SHENZHEN CO -A
EVE ENERGY CO LTD-A
JIANGSU HENGLI HYDRAULIC C-A
SHENZHEN MINDRAY BIO-MEDIC-A
SHANGHAI INTERNATIONAL AIR-A
KWEICHOW MOUTAI CO LTD-A
HANGZHOU TIGERMED CONSULTI-A
YUNNAN BOTANEE BIO-TECHNOL-A
GF SECURITIES CO LTD-A
CMOC GROUP LTD-A
ZHEJIANG DAHUA TECHNOLOGY-A
CHONGQING BREWERY CO-A
HUAYU AUTOMOTIVE SYSTEMS -A
CHINA MERCHANTS SECURITIES-A
BEIJING WANTAI BIOLOGICAL-A
JIANGSU YANGHE BREWERY -A
AIER EYE HOSPITAL GROUP CO-A
SHENZHEN INOVANCE TECHNOLO-A
SUNGROW POWER SUPPLY CO LT-A
LENS TECHNOLOGY CO LTD-A
LONGI GREEN ENERGY TECHNOL-A
FUYAO GLASS INDUSTRY GROUP-A
CHINA PACIFIC INSURANCE GR-A
THUNDER SOFTWARE TECHNOLOG-A
POLY DEVELOPMENTS AND HOLD-A
GLODON CO LTD-A
CONTEMPORARY AMPEREX TECHN-A
GREAT WALL MOTOR CO LTD-A
SICHUAN ROAD&BRIDGE GROUP-A
JIANGXI COPPER CO LTD-A
DAQIN RAILWAY CO LTD -A
CHINA STATE CONSTRUCTION -A
ZIJIN MINING GROUP CO LTD-A
WULIANGYE YIBIN CO LTD-A
STARPOWER SEMICONDUCTOR LT-A
HUADONG MEDICINE CO LTD-A
AVIC JONHON OPTRONIC TECH-A
JA SOLAR TECHNOLOGY CO LTD-A
BYD CO LTD -A
ZHEJIANG CENTURY HUATONG -A
ASYMCHEM LABORATORIES TIAN-A
HAIER SMART HOME CO LTD-A
CHINA CITIC BANK CORP LTD-A
37 INTERACTIVE ENTERTAINME-A
GUANGZHOU BAIYUNSHAN PHAR-A
SUZHOU MAXWELL TECHNOLOGIE-A
MING YANG SMART ENERGY GRO-A
HUATAI SECURITIES CO LTD-A
ADVANCED MICRO-FABRICATION-A
GANFENG LITHIUM GROUP CO L-A
ANHUI GUJING DISTILLERY CO-A
INDUSTRIAL SECURITIES CO-A
JIANGSU KING'S LUCK BREWER-A
LUZHOU LAOJIAO CO LTD-A
ZHANGZHOU PIENTZEHUANG PHA-A
TSINGTAO BREWERY CO LTD-A
ZTE CORP-A
CRRC CORP LTD-A
FOCUS MEDIA INFORMATION TE-A
YUNNAN ENERGY NEW MATERIAL-A
HUIZHOU DESAY SV AUTOMOTIV-A

Sources: Bloomberg, CCBIS
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Total

Winning rate

100%
100%
100%
100%
100%
100%
100%
92%
82%
82%
81%
81%
80%
80%
8%
8%
5%
5%
5%
5%
5%
5%
5%
5%
5%
3%
73%
3%
1%
1%
1%
0%
69%
67%
67%
67%
67%
67%
67%
67%
67%
67%
67%
67%
67%
67%
64%
64%
64%
63%
63%
63%
63%
63%
63%
62%
62%
62%
61%
60%
60%
60%
60%
60%
60%
60%

Mean of returns

60.3%
27.4%
5.5%
15.6%
25.2%
4.7%
25.5%
20.2%
10.7%
12.7%
11.2%
10.8%
0.1%
5.6%
18.6%
7.9%
19.5%
6.0%
4.5%
10.6%
10.2%
13.1%
19.0%
79.2%
15.4%
16.0%
11.1%
7.8%
17.4%
11.7%
1.3%
15.4%
18.1%
10.2%
9.7%
1.5%
7.8%
5.2%
12.4%
23.0%
12%
8.9%
25.9%
33.4%
13.8%
8.9%
10.0%
2.6%
10.4%
5.5%
8.2%
20.8%
11%
12.9%
26.1%
9.3%
3.0%
7.7%
10.8%
6.6%
6.8%
10.3%
5.6%
5.2%
23.6%
14.1%

Sector
Consumer Discretionary
Consumer Staples
Communication Services
Financials
Industrials
Information Technology
Industrials
Industrials
Health Care
Industrials
Consumer Staples
Health Care
Consumer Staples
Financials
Materials
Information Technology
Consumer Staples
Consumer Discretionary
Financials
Health Care
Consumer Staples
Health Care
Industrials
Industrials
Information Technology
Information Technology
Consumer Discretionary
Financials
Information Technology
Real Estate
Information Technology
Industrials
Consumer Discretionary
Industrials
Materials
Industrials
Industrials
Materials
Consumer Staples
Information Technology
Health Care
Information Technology
Information Technology
Consumer Discretionary
Communication Services
Health Care
Consumer Discretionary
Financials
Communication Services
Health Care
Industrials
Industrials
Financials
Information Technology
Materials
Consumer Staples
Financials
Consumer Staples
Consumer Staples
Health Care
Consumer Staples
Information Technology
Industrials
Communication Services
Materials
Consumer Discretionary

Among CSI300 members, there are 32 stocks that qualify, among which Hengli Hydraulic (601100 CH), Mare Medicall
(300760 CH), Shanghai Airport (600009 CH), Guizhou Maotai (600519 CH), and Tigermed (300347 CH) have a winning
rate of over 80% and a double-digit post-earnings beat average return for the three months thereafter.
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Analyst certification:

The author(s) of this document, hereby declare that: (i) all of the views expressed in this document accurately reflect his/her personal
views about any and all of the subject securities orissuers and were prepared in an independent manner; (i) no part of any of his/her
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this document;
and (iii) he/she receives no insider information/non-public price-sensitive information in relation to the subject securities or issuers
which may influence the recommendations made by him. The author(s) of this document further confirm that (i) neither he/she nor
his/her respective associate(s) (as defined in the Code of Conduct for Persons Licensed by or Registered with the Securities and
Futures Commission issued by the Hong Kong Securities and Futures Commission) has dealt in/traded or will dealin /tfrade the securities
covered in this document in a manner contrary to his/her outstanding recommendation, or neither he/she nor his/her respective
associate(s) has dealtin or fraded in the securities covered in this document within 30 calendar days prior to the date of issue of this
document or will so deal in or frade such securities within 3 business days after the date of issue of this document; (i) neither he/she
nor his/her respective associate(s) serves as an officer of any of the companies covered in this document; and (iii) neither he/she nor
his/her respective associate(s) has any financial interests in the securities covered in this document.

Disclaimers:

This document is prepared by CCB International Securities Limited. CCB International Securities Limited is a wholly-owned subsidiary
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obtained from sources believed to be reliable but CCB International Securities Limited, its affiliates and/or subsidiaries (collectively
"CCBIS") do not guarantee, represent and warrant (either express or implied) its completeness or accuracy or appropriateness for
any purpose or any person whatsoever. Opinions and estimates constitute our judgment as of the date of this document and are
subject to change without notice. CCBIS seeks to update its research as appropriate, but various regulations may prevent it from
doing so. Besides certain industry reports published on a periodic basis, the large majority of reports are published at iregular intervals
as appropriate according to the analyst's judgment. Forecasts, projections and valuations are inherently speculative in nature and
may be based on a number of confingencies. Readers should not regard the inclusion of any forecasts, projections and valuations
in this document as a representation or warranty by or on behalf of CCBIS that these forecasts, projections or valuations or their
underlying assumptions will be achieved. Investment involves risk and past performance is not indicative of future results. Information
in this document is not infended to constitute or be construed as legal, financial, accounting, business, investment, tax or any
professional advice for any prospective investors and should not be relied upon in that regard. This document is for informational
purposes only and should not be treated as an offer or solicitation for the purchase or sale of any products, investments, securities,
frading strategies or financial instruments of any kind in any jurisdiction. CCBIS makes no representatfions on the availability of the
securities covered in this document (or related investment) to the recipients. The securities described herein may not be eligible for
sale in all jurisdictions or fo certain categories of investors. Neither CCBIS nor any other persons accept any liability whatsoever for
any loss or damages (whether direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential) arising from
any use of this document or its contents or otherwise arising in connection therewith. Securities, financial instruments or strategies
mentioned herein may not be suitable for all investors. The opinions and recommendations herein do not take into account
prospective investors’ financial circumstances, investment objectives, or particular needs and are not infended as recommendations
of particular securities, financial instruments or strategies to any prospective investors. The recipients of this document should consider
this document as only a single factor in marking their investment decision and shall be solely responsible for making their own
independent investigation of the business, financial condition and prospects of companies referred to in this document. Readers are
cautioned that (i) the price and value of securities referred to in this document and the income derived from them may fluctuate;
(i) past performance is not a guide to future performance; (i) any analysis, ratings and recommendations made in this document
are intended for long-term (af least for 12 months) and is not linked fo a near-term assessment of the likely performance of the
securities or companies in question. In any event, future actual results may differ materially from those set forth in any forward-looking
statements herein; (iv) future returns are not guaranteed, and a loss of original capital may occur; and (v) fluctuations in exchange
rates may adversely affect the value, price orincome of any security or related instrument referred to in this document. It should be
noted that this document covers only those securities or companies as specified herein and does not extend to any derivative
instruments thereof, the value of which may be affected by many factors and may not correspond with the value of the underlying
securities. Trading in these instruments is considered risky and are not suitable for all investors. While all reasonable care has been
taken to ensure that the facts stated herein are accurate and that the forward-looking statements, opinions and expectations
contained herein are based on fair and reasonable assumptions, CCBIS has not been able to verify independently such facts or
assumptions and CCBIS shall not be liable for the accuracy, completeness or correctness thereof and no representation or warranty
is made, express or implied, in this regard. All pricing referred to in this document is as of the close of local market for the securities
discussed, unless otherwise stated and for information purposes only. There is no representation that any fransaction can or could
have been effected at those prices, and any prices do not necessarily reflect CCBIS' infernal books and records or theoretical model-
based valuations and may be based on certain assumptions. Different assumptions could result in substantially different results. Any
statements which may be contained herein attributed to a third- party represent CCBIS' interpretation of the data, information and/or
opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been
reviewed or endorsed by the third party. Reproduction and distribution of these third party contents in any form is prohibited except
with the prior written consent of such third party. The recipients must make their own assessments of the relevance, accuracy and
adequacy of the information contained in this document and make such independent investigation as they may consider necessary
or appropriate for such purpose. Recipients should seek independent legal, financial, accounting, business, investment and/or tax
advice if they have any doubt about the contents of this document and satisfy themselves prior to making any investment decision
that such investment is in line with their own investment objectives and horizons. Use of hyperlinks to other internet sites or resources
(if any) as referred to in this document is at users’ own risk. They are provided solely for the purpose of convenience and information
and the content of these internet sites or resources does not in any way form part of this document. The contents, accuracy, opinion
expressed, and other links provided at these sites are not investigated, verified, monitored, or endorsed by CCBIS. CCBIS expressly
disclaims any responsibility for and does not guarantee, represent and warrant (either express or implied) the completeness,
accuracy, appropriateness, availability or security of information found on these websites. Users of these websites are solely
responsible for making all enquiries, investigation and risk assessment before proceeding with any online or offline access or
fransaction with any of these third parties. All activities conducted by users via or at these websites are at their own risk. CCBIS does
not guarantee the security of any information users may forward or be requested to provide to any third parties via these websites.
Users are deemed to have irrevocably waived any claims against CCBIS for any loss or damage suffered as a result of any access to
or interaction with any of these websites. Upon request CCBIS may provide specialized research products or services to certain
customers focusing on the prospects for specific securities as compared with other covered securities over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the
long-term views expressed in the analyst's published research, CCBIS has procedures in place to prevent selective disclosure and will
update the relevant readers when our views has changed. CCBIS also has procedures in place to identify and manage potential
conflicts of interest that may arise in connection with its research business and services. Chinese Wall procedures are also in place to
ensure that any confidential and/or price sensitive information is properly handled. CCBIS will use its best endeavors to comply with
the relevant laws and regulations in this respect. Nevertheless, the recipients should be aware that CCB, CCBIS, their affiliates and/or
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their officers, directors and employees may do business with the issuer(s) of the securities covered in this document, including
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fransmitted, whether directly or indirectly, info Japan and Canada and not to the general public in the People’s Republic of China
(for the purpose of this document, excluding Hong Kong, Macau and Taiwan) unless under applicable laws. Any unauthorized
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accepts no liability whatsoever for the actions of third parties in distributing this research report. If this document has been distributed
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could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. CCBIS therefore does not accept
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contained in this document prepared by CCBIS shall be governed by and construed in accordance with the laws of Hong Kong.
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Limited” are the registered and unregistered frademarks of CCB, CCBIH and/or CCBIS. All rights are hereby reserved. All material
presented in this document, unless indicated otherwise, is under copyright to CCBIS. This document or any portion hereof may not
be reproduced, sold or redistributed without the written consent of CCBIS.

CCB International Securities Limited
12/F, CCB Tower, 3 Connaught Road, Central, Hong Kong
Tel: (852) 3911 8000 / Fax: (852) 2537 0097

CCBI SECURITIES 12



