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Steel Rapid growth in H-section steel

BUY Investment Highlights:

Steel Sector B Steel is widely used in the construction, automotive, machinery and
Analyst: David Lam shipbuilding industry. Steel is divided into wire steel, section steel, steel
SFC CE No.:AVL 286 plate and tube steel. Steel is also divided into carbon steel and alloy in
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. terms of chemical composition. H-section steel is one of the section
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steels, which is mainly used in construction sector.

B Environmental protection-H-section steel. H section steel is a good
structural material with great mechanical properties and energy-saving. H
section steel can also be used in mechanical manufacturing, oil
exploration, railway and other industries.

B Demand will maintain a rapid growth. We expect the compound
annual growth rate of H-section steel demand in 12" Five Year Plan
period will be 18%, much higher than the industry average of 5%. The
main driving forces are: 1) the promotion of modern architecture; 2) the
promotion of steel structure in residential building; 3) reconstruction in
Japan.

B Supported by policies. According to the construction and development

“12™ Five Year plan, the proportion of steel structural building will
increase dramatically, which is positive to the demand of H section steel
(the main raw material of steel structural building).

M Tight capacity will push the profitability of H section steel. The
increase of H section steel capacity in coming year will be limited.
Moreover, we expected the profitability of steel industry will have a
rebound after 2012.

M Thanks to the rapid demand in H section steel and limited capacity
growth, we expected the profitability of H section steel will outperform

other varieties of steel.

Valuation Comparison

Last Market
. EPS(HKD 11PE
Tickers Company price Cap (HKD) Rating
Names
(HKD) (HK$bn) 10 11 12 X)
581.HK China Oriental 2.2 6.4 0.425 0.396 0.434 5.6 BUY
323.HK Maanshan 2.7 4.7 0.169 0.041 0.124 65.9 NO RATING
Iron '
600102.SH | Laiwu  Steel 7.13 77 0.153 0.318 0.447 22 4 NO RATING
Corp '
600010.SH | Baotou Steel 4.99 37.7 0.035 0.146 0.160 34.2 NO RATING

Source : Guosen Securities (HK), Bloomberg, Company Data

For ratings definitions and other important disclosure, refer to the Disclosure Section at the end of this report.
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WA, RWMABRBHIKREFLE, HFHETF. PRFKE,
HAMRE S RAAZAL L, B4 g AR PRFE, &b
TR, BIBETL,

B ZREKEHEER AN HAERE KOG F LS KEL
“+Zm” HNEREE 18%, && T4k 5%8-FHKF. KF
REZWENAN: 1) ZEFRRKTHZRGHE ; 2) WNEH
FEEWKE; 3) BAREETHE,

B RESIH, RBEZALEE “T27 AKX, MEH I
BIKE 3G Ao, FIOE, AN R 2 TR LA AR G 4 40
MEFERARRGR, AT H BRMARNEHFHEIZR
M, BUFA MM X RHFEA AT HARGE K,

B ERRHeE, TLAEERARRSE. KNFTEA H A
B AR 8938 KA AR —SF A F AR, 7 oh, RAMFH EAMR
BRAT 8y B AV RE 1 K2 2012 F LRSS, XREAEF H BN A
R K,

B A TABUMA LG, T, AEREEFRE, KNAAR
BAE R I AR K RAR SR B R,
Fh H BRI E £ AT KRB, Z R RARBOH LT,
BN H AR Ak 9 A4 5 B A A, B 9b, H1%k
b AR B A WO R A I

P et
EERE adl ﬂf‘nﬁ'ﬂr -ﬂﬁ. EPS(#% 7T) 11PE P,
(BL) (L#HR) 10 11 12 (X)
581.hk | +*BAFZ£R 2.2 64 0.425 0.396 0.434 5.6 EN
323.hk | BgLsmek gy 2.7 47 0.169 0.041 0.124 65.9 P
600102.SH | % 4Rz 7.13 77 0.153 0.318 0.447 22.4 A PR
600010.SH | &, 4R A% 4> 4.99 377 0.035 0.146 0.160 34.2 KT R
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WM A E Mo ot FERAD K, AMZEDAHFET W2 (FnTEE2LF). HA
MARMG—Fr, A2 NAEZITLEE,

M1 BAREEZENDH

nEH pftH 0 aEM pHf

AR R BfEES

Z 1AM X

AR 0.04%-2.3%Z MM R Ak, Mekn k%, UTAHEI RGN E:

HA Ry K

&t £ 5. BERF

A A T4, HASR, sk

At BEM L, AR, HMRE

A REME . RENEF

T Ry K

R F M C<=0.6%

SEH KAEME 2 THE N<=5%, FHLM: 5-10%; H&2M: >10%
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RARRAL R s 0 — A BT R AR, H A 5ELF “H” MR, A%
M, AEESARLHAR, FELHARHAERE, LETH X
: BEHXTEBXMEMREE t1 X ZREE t2.

B 2: HAERRILFRGRT

N [
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Ea: TR Elb: HEYE
TH xR BEHE

HARBAEREHREFESE, HFWHEF. FTRERE. LEAGHEN: 1) KTk
715%; 2) H AR 2 A EMEHMERA L, EWMA T g5 5HFH 5 3) Ik, &
B H A ARAR 2 A 6 3 ST 2R AIR D, IR E ), mEAEMTREEMES; 4) £
AR AR E QAT T, H AR LM b G sE M 4% 15-20%, 7T 3 4 fL R M 4,

HRMES AT SR, AR 2L REREHER L

1.2, £, HAEMRBE S 2 REEET L, BRBRNAF KD EECWEREHY
M- sE M (R R B M 2R A KRARMA), 122 B LI EHBEE R EMNEMEL,
EREFTE, HBLMT 2002 FREGNERGEETAP, T HARASH
40-50kg/m2.

2. AR AT EO AL KBRS R ANEN, b, —2 7 8 B REH R ()
dor Toak)T E. B EAUE. RFE, BRI P OF) AR T RGN, AEANRLE
MBFRAMNEZET, 45008 HAM OQAGETH AP, HAMERZ & LM A=Z
Bbdp) . KAk 30-40%; Mdp P 55-65%: ) B 15-45%).

AT E, HAEMSZ AT EIAMER (BHLEMR. ©AHBF. A, KL

M, Ee, BRFETIHIMR) . RBEEWER (RBLEMMR, THAF. KEF
WF, EA, KBEIUR).

RARAT A DT MR
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KB H BRGE AL TIEFTEBHORNR. ARLEER, MEH REH T2 AH
AHAR) 2 REREER., KENER, E2F, WEMEROMREE DG 40%
AL, HRAME &RME T E 69 30%. Tk B3R 69 5 Bl A=A AL R M, AT H AR 8
A F R REIIA T RARA, BN —KHEL H ARG A & A 1998 ok, kit EaeA
100 7ok (LEtEAMEMEE K 1enk), BERERNHAR Al “T—27 B0
FAFHR A Xe93g Kk (2011 SF = ik 1500 Aok, H 24 1300 Heb), 122 &K EA H A 4R
RANGEMZ A N AT EE TEHIMREERR,

% 2: BSMHREM G B R
MM ES R AA S SOl RN ER B LS B AR D)

* 30% VA L 40% A £
12 30% L E 40% VA £
W 3% 2%

THARR: BiEEE

BAst HABRGERE “T=2”7 HAGF IS RKERZL 18%. H AMIT kT L —
HRESRNEK, LT RHTENER L, MENEHERGIE o B, KMNHH+ “+
A7 0 H AR E Kk A 18%, 5 T AR AT L6 -F A (4 5%).

B3: HAMEHSRLREL
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| BERSAKTARAGES . BAMEMMART LB, RERAT. B
SHBERE, AR 2R AAREEAAKREMEAL, RENBE, PN
Hiak, LRSS AR R AT, AR A SR KT RS 0
%, & E N HERGE K.

2. MEMEETH R . AHENGEL RS AMRLEN (RifKR), 2ERKAEE
ZART IR ST R NEMEL. BIVAAREMEENE ZHEE, BEFELE
BARMEMEL, LAERMHL ST :

WA FET AT ROITR. MENEA LA FEE . SUEMRITFL S, AR FHE
& RAT T, MEM AL RN IR, TH A REOKRAERERGHAL R
LEM) B AERE LU AF AR A FEAEIK 40%) o 5 9h, SMEEMIZSANA T BLICA] Al 6948 o

i BR AR . R RN LA DAL A9 B AL bR B L A M 10%, AR AT
5%, 18R AMLEMZRINA LS NI, Tk, ZEARERNESER S, Lizs
BFRBITT THERNRLEN,

R 3MEMERAAZGF LK H

p
Ezzfgﬁ (A

ERIAZSBR <1.045 & 1

TA2EM (B E LR 50%) <1.09 1% 1

M EN (b A2 30%) <1.3 1% 1

EEREMEN (LHEN 50-70%) <154 1

A e (MR H 30-50%) <14 1

FARE A, X&EFR (B IA2EHN 70%) 14 1

AL A TR (& 24T 50%) 14 1

# T 18] 0.6 1 1

B B @ ARAE R & 1.15 & 1

FH R BREAER

BEORHEH. BREZALLE “T 27 AX], WM AL LB g, FoT,
B R AR & BANE M TAR AL € TAE R BB RO 7. 7 oh, ZAMEME
REAEEEAMEMITLERE “T 27 ANNRE T -2, SFPHERS, £
“HZ BN, E R SIS SN R A B A E AR E 28 10% A 4 (L
R A 2 3%), MEMETZXEREEELERAORG 15%EH,

3. BAREBERMNAME RKWES. B KA ART 40%09 A RKH TMEM., A B AR
BERMMS, o LIRFKEFORE, SN E R HRRE L 0 SHRBLTH
Ko &MAAEA HAMRAE 2011 Fa94 02k 150 b, LHLERERE 11%.

RAT 5 DHMIF: AR
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1. RIBHEMNGGT, 28885 625 2013 FEPBX, 2RTHE 0% s &~
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FREy BARARB A Z R, BT LETERFEOEBKEE A3 K, RNARITLFE

HATH GG BA K I

B 5. 2%&F oBEEHEAAN (F42: FH)

1800

1600

1400

1200

1000
800
600
400
200
0 - T T T T T

2009 2010 2011

2013 2014
mEIHRENEOE-F/R A {8 R0 g

FTHRR: BEAB

A 6: B AMKIT LT R

R E (AW S 70D

100000 100%
90000 90%
80000 - 80%
70000 - 70%
60000 - 60%
50000 - 50%
40000 - - 40%
30000 - - 30%
20000 - - 20%
10000 - 10%

g - - 0%

2004 2005 2006 2007 2008 2009 2010 2011 2012

FREMEE (%)

T RR: BfEE#

MERAT

SATIT: AR



&Y U7 i) Y, o 2012502 A 21 8

F =
suosss ‘GUOSEN SECURITIES (HK) ATk R

FRER

H &M% Edaalrd, &EAFEF E A EAGSLhK). 284> 5384z F ik
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Y

A8 X 69 L7\ 8
/N 8] f% & XA TELE RS
N Ry, %@M%%ﬁHﬁmﬁﬁwqﬁ%oﬁ%@mﬁmﬁ%,&a
A 323. hk/600808. SH | A /= AI4R 240 Zok, &EMEKANA 01T, HEAIEA 3%,
& BN Y 15%,
FARM A H AR B8 215 ok, HRAE 2010 804045, 4 3)
kAR A 600102. SH ARG EMNA 91 L, EEEALEAEA 2.85%, &Lk
A 25%,
P EAE % o BLR 7 A EL AT AR i 150 77 sk, ARAE 2010 589 £0B,
m 581. hk AV AKE H AR 260 Tk, A EABRANN 91 L, HEAE

A 7.5%, & & ANES 30%,

MR LB AR A KT R A 2012 SR TTE, AR
AR 600010. SH MWF R AE A A 120 ek, & F @46 400 £ 1000 £ K KA
HAR., MARE, N KA, R EIMI, 82 M,

TR AR oA

W&

1. PEFTLEART ZBRITERZ TR ERMANREGEZRIFGHET, KRMNA
it 2012 FREAT AR HMAVRS . 12E A 2013 F2HREF & F i ey fFin, mL
T = R AR R A F LK &, KAV AT L A 2012 F R B o482 4o F 47 1k 2012
FRZR AT ERARRGDA, AZHKZRELRTRY, IHEFITLETLHR N
8 7% " o

2. ARBFTLERBEHRRE TR KN L2HKET & 76805 £ 2013 F4 B HR93E K,
XEAATRETLBFREAHE, BRI R AT A FRHAEZNAMER, ol
BB T 6 H O RE BIE sty e h O RE, XTRSFBRET MK ES T,

A et ]
BERS A4 wah T EPSGER) VPR ma
(&) (e#HR) 10 11 12 (X)
581.hk |+ EA75£R 2.2 64 0.425 0.396 0.434 5.6 EN
323.hk | B Lsmek sy 2.7 47 0.169 0.041 0.124 65.9 KPR
600102.SH | % 4RAZ1 7.13 77 0.153 0.318 0.447 22.4 A AR
600010.SH | &40 A% 4 4.99 377 0.035 0.146 0.160 34.2 AR
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Information Disclosures
Stock ratings, sector ratings and related definitions

Stock Ratings:

BUY: A return potential of 10 % or more relative to overall market within 6 — 12 months.

NEUTRAL: A return potential ranging from -10% to 10% relative to overall market within 6 — 12 months.
SELL: A negative return of 10% or more relative to overall market within 6 —12 months.

Sector Ratings:

BUY: The sector will outperform the overall market by 10% or higher within 6 —12 months.

NEUTRAL: The sector performance will range from -10% to 10% relative to overall market within 6 —12 months.
SELL: The sector will underperform the overall market by 10% or lower within 6 — 12 months.

Interest disclosure statement

The analyst is licensed by the Hong Kong Securities and Futures Commission. Neither the analyst nor his/her associates
serves as an officer of the listed companies covered in this report and has no financial interests in the companies.

Guosen Securities (HK) Brokerage Co., Ltd. and its associated companies (collectively “Guosen Securities (HK)”) has
no disclosable financial interests (including securities holding) or make a market in the securities in respect of the listed
companies. Guosen Securities (HK) has no investment banking relationship within the past 12 months, to the listed
companies. Guosen Securities (HK) has no individual employed by the listed companies.

Disclaimers

The prices of securities may fluctuate up or down. It may become valueless. It is as likely that losses will be incurred
rather than profit made as a result of buying and selling securities.

The content of this report does not represent a recommendation of Guosen Securities (HK) and does not constitute any
buying/selling or dealing agreement in relation to the securities mentioned. Guosen Securities (HK) may be seeking or
will seek investment banking or other business (such as placing agent, lead manager, sponsor, underwriter or proprietary
trading in such securities) with the listed companies. Individuals of Guosen Securities (HK) may have personal
investment interests in the listed companies.

This report is based on information available to the public that we consider reliable, however, the authenticity, accuracy
or completeness of such information is not guaranteed by Guosen Securities (HK). This report does not take into
account the particular investment objectives, financial situation or needs of individual clients and does not constitute a
personal investment recommendation to anyone. Clients are wholly responsible for any investment decision based on
this report. Clients are advised to consider whether any advice or recommendation contained in this report is suitable for
their particular circumstances. This report is not intended to be an offer to buy or sell or a solicitation of an offer to buy
or sell the securities mentioned.

This report is for distribution only to clients of Guosen Securities (HK). Without Guosen Securities (HK)’s written
authorization, any form of quotation, reproduction or transmission to third parties is prohibited, or may be subject to
legal action. Such information and opinions contained therein are subject to change and may be amended without any
notification.
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FEN: EMFFAKRO2NA R, ARLARRT K& KM A£10%A L
Pk RMFATAKR12AMA A, AREARRT K E TR T-10%510% 14 ;
B BN KKR12NA RN, ANaxt K & zkhE K T10%.

F7 b i 2R
FEN: KM A KRO12MNA R, AT BEARE IR Z T 5 % EARK-F10%A L
Pk RMFATAKRE12NA A, AT LRI T T EARK-F-10%510% 14 ;

BAE RN A RS2 A, AT AR B IRAK T T 35 AR K -F10% 04k,

A BWE 7R

REEZAFBIERSHBAL, 2R AARLA IR F I K12t R RARE AT IF 069 L R A S R E
HAR, LA LAY HFRE,

AEF, BIFIER (BB 228 IR 8] B AP B X bty (SAR B IE A (F8)) JF R - A %o S) Ak
WHEROM FRE(LHEHR), AL X2MNAALZNFRBTRITXE, TREITZN S H KR E
K& Ans] R THAEZ LTS8 &R .

AR FK

IEFMAEA B TRIFFTHF . IEFMAETH TR, £ETRELME. ERIEF KL — 2 RBWRIRAHE,
Bt ¥T e 2 BHEARK o

A RARERN BRI REBEIER (FB) 095 TN, CHTHMBRIT S RGN NRZNE RS EA,

fFIEd (FB) A TRE L ARE T RGNS SRR AT LS KL C k% (FlheB g RIZ, £REHA,
THEA, CHBIAFATRTTEZMRE) . BEIERA(ER THRE R A XREAZRAGHFT T
BB F S ANATLR XA

REFOTHAKRAANTRZLE, KMNAKEHRTE, 23X RF L EHE, N IEMER TN T BAETR
iEo ARERAFIEBIANAE P AAHHROGRIT AR BWHRAURE £, FARMRANALTZN, FFHELE
T, THEA R, BPAMEAFRTREN S H BRETOETERLRERNRZEFEAMARZ R KR
& TG AB P RGE L W F  h BAEATIER G B

ARER @M RTE FEE, REBRIER (BB B @RBOFT, ETAREFI A BRARS E =77 1%4,
SN TR F AR EFE AL, ARREIBAOTHAENL, A EARK, A SFIMES T8 5,

kAT ik I DA R



