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Tangshan Port Group (601000 CH)

Initiating coverage: refocusing on its core business; we
look forward to arise in its dividend ratio

We initiate coverage with a BUY call and PT of RMB3.65 (46.6% upside
potential). The buildout of Tongzhou City and Xiongan New Area would
support future steel consumption and iron ore import demand, while growth
of electricity consumption would drive demand for thermal power
generation and coal transportation. Even if carbon neutrality and
environmental policies reduced demand for iron ore and coal in the Beijing-
Tianjin-Hebei region in the future, we expect the restructure and upgrading
of Qinhuangdao and Tianjin ports to lead to a bulk cargo business overflow
to Tangshan Port, which would help stabilize its cargo throughput.

Port rates set to rise as competition eases

Tangshan Port experienced low port rates in 2020. In 2021, the cancellation of some
preferential policies led rates to rise as market-based pricing was implemented in major
port charges. In the future, port production capacity in the Beijing-Tianjin-Hebei region
would have low growth and port integration would ease competition, which would help
increase tariffs. In addition, environmental pollution caused by loading and unloading of
bulk cargo would raise port charges to make up for losses caused by the pollution.

A refocus on the main business to increase ROI

Tangshan Port successively divested its unprofitable commodity sales, ship
transportation and container terminal businesses to refocus on its core business of bulk
cargo handling, which has higher profitability. As demand for bulk cargo handling tends
to be stable, we would expect less capex in the future. Tangshan Port has a low debt
ratio, stable and strong cash flow, so we believe its dividend ratio would rise in the future.

Valuation and risks

Factoring in stable throughput and slight increases in its fee rates, we expect net profit
of RMB1.86bn/1.93bn/2.02bn in 2021/22/23E. The reinvestment of Tangshan Port
focuses on its main business of loading and unloading, which has higher return rates
than those of commodity sales and shipping transportation. Based on our dividend
discount valuation model and average peer PB, we derive a target price of RMB3.65 in
2021E for Tangshan Port and initiate coverage with a BUY call. Risks include:
continuing production restrictions in steel mills; rapid development of photovoltaic power
generation to replace thermal power; rapid expansion of Beijing-Tianjin-Hebei port
capacities; and a sharp decline in Tangshan Port’s dividend ratio.

TFI Asset Management Limited is a division of TF Group, which does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the TF| Asset Management Limited may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision. Please read the disclosures and disclaimer at the end of report.
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Initiation of coverage

BUY

Target price: RMB3.65
Share price (16 Aug): RMB2.49
Up/downside 46.6%
Company information

52wk High (05/13/2021) 2.95
52wk Low (02/04/2021) 2.24
P/E (Trailing 12m) 7.77
Dividend Yield 8.03
Price to Book Ratio 0.83
Price to Sales Ratio 1.95
EV/ Trail 12M EBITDA 3.20
Shares Outstanding (m) 5,925.9
Market Cap (RMBm) 14,755.6

Source: Wind

Financial summary (RMB)
21E  22E  23E

Revenue (m) 6,738 6,159 6,222
YoY Growth (%) -14.02 860 1.02
EBITDA (m) 3279 3,330 3,357
Net profit (m) 1,862 1,932 2,020
YoY Growth (%) 104 377 455
EPS (price/share) 031 033 034
P/E Ratio (x) 780 751 719

Price to Book Ratio (x) 072 070 0.68
Price to Sales Ratio (x) 215 236 233
EV/EBITDA (x) 263 204 179

Source: Tianfeng Securities estimate

Share price performance
25%
20%
15%
10%

TangShan Port Group
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——CSI 300

Source: BigData

TFI Asset Management Limited would like to
acknowledge the contribution and support
provided by Chen Jin Hai (& 2 /),
employee of Tianfeng Securities Co., Ltd.

The target price of Tangshan Port Group (601000
CH) is forecasted by TFI Asset Management Limited
based on current information. The target price may
fluctuate with reference to market fluctuations or other
relevant factors. TFI Asset Management Limited may
release publications which are inconsistent with the
opinions, speculations, and predictions contained
herein.
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W T PE SRR T A EE L I ER S TS Y. TR, M I ROZOE 4R e B, R IR RS Gyt
P INE TN

11



Tangshan Port Group (601000 CH) 17 August 2021

B 35: FEILERMM 2018 EFFIRBGEMEB B 36: LI o R FWCSR o B fE LB
R : 27T BOBEEI T
. RS
6% -
1.25
5% A
1.20 ~
4% ~
1.15
3% -
1.10 ~ 29
1.05 1% -
1.00 T T ! 0% T T T T T T T T )
2018 2019 2020 2012 2013 2014 2015 2016 2017 2018 2019 2020
FORISKIE: Wind, R RIESHF 72T FORISKIE: Wind, RXGES#F TR

WA OR K, REHEMER 2 BB IS, 2015 S LORBER R EA P T fE. 5
THREZE LR RECE I G5, REBREERA RS T . ®2BBMILERZNE
A, HRRIEE. SaR 5, BREHREETEES.

WL A BT RN AL /N . 2012-20 47, R LB ISCBOGE A (1 ~F- 2008 11 B 3, R
IR I EL B ANE] 5% RIS 9 37— RE MR BE ik, XPHROR AT IS 12 ma AR /. 2020 4
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Tt 2021-23 F 3 LA I SN RRE /Mg K . MR 4% DDM AT LA &]~F1 PB {18 %,
AF Hisr 3.65 70, “EN” W,

BAHBLFFIEE

AR B oA SR o L S A7 1) B 0 e vk e /NG K o S DKL 00 7 5 R s il B R P 0 R R A R
R, R RS RO R EOROR S R AR R, SRR B SRRS R LA AS
H, FrbME 2021-23 SR80 A AR A R AT, 2021 SRk R R ARERIG I, PR kB i
BoR AR B BB KT RN BRI B A B S A . LT e Rk
K. BSERIERAT, PR A BRI

B 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
HE et Jiml 21,243 21,694 21,832 22,563 22,770 22,662 22,172 22,888
yoy -3% 2% 1% 3% 1% 0% 0% 1%
WA Jing 9,762 10,439 11,091 10,869 10,652 10,439 10,439 10,439
yoy -13% 7% 6% 2% 2% -2% 0% 0%
HARE: Tim 1,728 1,457 1,336 1,068 962 962 962 962
yoy 1% -16% -8% -20% -10% 0% 0% 0%
P JImg 8,162 8,367 7,499 8,624 9,055 9,055 9,055 9,055
yoy 18% 3% -10% 15% 5% 0% 0% 0%
HAh P Jing 1,592 1,432 1,906 2,001 2,101 2,206 2,316 2,432
yoy 21% -10% 33% 5% 5% 5% 5% 5%
LEAEFE: TIbRAR 233 230 231 243 255 268 281 295
yoy 16% -1% 0% 5% 5% 5% 5% 5%

FRSKIUE: Wind,

RIEZ W TE e

TR LA BB O R N A o T 208 5 ot B B M 55 2 BSOSO R (B ARSI HE A
AN R BT B A ARG, o R SR R AR E . M SR AOMIE BT, 1 B
&, F5ROE A T

i 2018 2019 2020 2021E 2022E 2023E 2024E
BN 1276 101.38 112.09 78.37 67.38 61.59 62.22 63.51
yoy 33% 1% -30% -14% -9% 1% 2%
BEEIHELEIRN: 1276 44.38 48.18 44 .87 48.69 50.12 50.77 52.04
yoy 8% 9% % 9% 3% 1% 2%
B te k&, fzng 212 217 2.18 2.26 2.28 2.26 2.27
yoy -3% 2% 1% 3% 1% -1% 0%
WO B, Jonf 20.89 22.21 20.55 21.58 22.01 22.45 22.90
yoy 1% 6% 7% 5% 2% 2% 2%
EEvilES 21% 22% 30% 38% 42% 42% 43%
[ERS &I P VTR 16.10 17.78 18.43 18.62 19.32 20.20 21.48
yoy 10% 10% 4% 1% 4% 5% 6%
ROE 10.2% 10.4% 10.0% 9.3% 9.3% 9.4% 9.7%
ZERLRUE: Wind, K XGEZRBF 5T
H#s#r 3.65 JG

254 DDM HAEIEATAT LE 24 /] 2021 SEFUY 2 PB, UM SE RIN-T-2ME, 45 F R ik
(9 H Fn 49 3.85 Tt

HR4% DDM i, R RAD R BRSSP (E 09 3.54 Jo. R I FFLBT B IAR . B A7
Wzt i 13 AA%, BFTELCRA] DDM flifiik. BT R (5T 7= ik, Bleiifee. 7
My RRBEATIFLHF R, BRI L BIAERF 2020 4 64% KK, X 20T DL, 75
BUREICHME -
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ELEL B &

TR F # 3.5% 2010 4 BAR -7 U1 FE £ i 2 %<7 24 3.47%

DR i A1 5% i SR A% 3 U B 3 8%-10%

s 0.89 2016 4 DK LL 95 I £ A IR 300 5550y UL 0.89
BRI R 2% Tt RIS, W0 R NE BT

TREEIR R 1% W 3N T

FORLRIE: Wind, RIGEFFHTFLT

MRIEAG AR, R LA 1 2 2D e S BB 3k 8.

ELLa

2021E

2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E A

JBeFl: 127t
MEIL: A27C
BaifE: 1278

12.99 13.82 14.09 14.38 14.66 14.96 15.26 15.56 15.87 16.19 235.79
10.83 10.67 10.08 9.53 9.00 8.51 8.04 7.60 7.18 6.79 98.84
209.88

PORIRIE: Wind, K XGEFAF 7T AT

IRAERTEE AT 2021 E- T PB, B s & 2AME Y 3.76 Ju. Wl LA ks
ROE it 1 L Aw]. LR, HFHE. TigE. JLiEE.

R o %@1;37?; BPS (Ju) PB
2021E 2022E 2023E 2021E 2022E 2023E
600018.SH iR 5.07 413 4.45 4.80 1.23 1.14 1.06
601298.SH s 5.84 5.50 6.00 6.57 1.06 0.97 0.89
601018.SH TP 37N 3.49 3.73 1.06 0.99
000582.52 B I 7.74 7.15 8.14 9.31 1.08 0.95 0.83
Sy 1.11 1.01
601000.SH JE LS 2.46 3.39 3.50 3.62 0.73 0.70 0.68
BUORLRIE: Wind, ARIAT, RKGEFHHTTHT

XA KRR BR R AR R I RECR T, T ARANER flk T B 52 BRR S R IR
XHRRA A7 B 7 SR A5 o L L By ) B A A vk T

TeRRFER BB KA AR ARG T B, ML R RIS I, K B Ak Ty,
MTTEERTER 55K, R (L e PR A 2 2 ) B 52

FERBOFRIEY K. sOREERRELFRCEZBENTEH, KRS AR. W
R T O AV R B BRI e, 4 B B AT BE MR T R, AT R 1L R 4 1
BAIEEST

S EBIRNE T B 1L B 1 s B S 3 SCHEBEAT o SRR SR M L LK R R, AR A2
T DDM LR [ i ZE A AECRE TR, AT e o
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Balance Sheet (RMBm) 2019 2020 2021E 2022E 2023E Income statement (RMBm) 2019 2020 2021E  2022E  2023E
Cash and Cash Equivalents 390953 511842 652845 849145 9,370.97 Revenue 11,209.10 7,837.27 6,738.22 6,159.01 6,221.78
Trade, Notes and Other receivables 945.85 570.00 553.04 131.30 560.01 Cost of Sales 8,783.40 5,465.10 4,185.09 3,544.70 3,586.14
Prepayments 367.14 80.01 262.41 27.61 265.80 Business Taxes and Surcharges 18349 191.28 20215 21557  217.76
Inventories 751.75 218.02 479.50 111.29 486.40 Operating Expenses 2745 3.87 3.32 3.04 3.07
Other Current assets 892.34  1,146.02 1,541.74 1,523.00 1,542.40 Administrative Expenses 46122 416.99 47168 49272  497.74
Total Current Assets 6,866.62 7,132.47 9,365.13 10,284.65 12,225.59 R&D Expenses 16.35 2472 33.69 36.95 37.33
Long-Term Equity Investments 2,162.79  2,351.24 245124 255124  2,651.24 Financial Expense 67.31 1.06  (50.00) (100.00) (200.00)
Non-Current Assets 12,912.34 12,126.61 11,803.14 11,079.00 10,347.00 Impairment Losses (2.07) (0.11) (1.00) (1.00) (1.00)
Construction-In-Progress 329.71 494,67 118.93 131.36 138.82  Gain/(loss) of Fair Value Change 2.01 15.98 0.00 0.00 0.00
Intangible Assets 1,907.45 1,858.49 181587 1,772.59  1,728.64 Net Investment Income 40291 45442 47384 48752  487.52
Other Current assets 480.58 628.55 710.07 705.92 701.45 Other Current assets (899.39) (1,086.40) (945.68) (973.04) (973.04)
Total Non-Current Assets 17,792.87 17,459.55 16,899.24 16,240.10 15,567.14 Operating income 2,166.41 2,350.37 2,365.13 2,452.55 2,566.25
Total Assets 24,659.49 24,592.02 26,264.37 26,524.75 27,792.72 Non-Operating Revenue 34.08 33.01 29.71 3227 31.66
Short-Term Loan 82.69 0.00 0.00 0.00 0.00 Non-Operating Expenses 425 5.18 4.86 4.76 4.93
Trade Payables and Other Payables 2,988.10  1,99948 1,819.93 141504 1,857.76 Profit Before Tax 2,196.25 2,378.20 2,389.98 2,480.06 2,592.98
Other Current assets 1,572.08 2,126.06 236851 2,242.80 2,241.06 Income Taxes 43135 406.21 430.20 44641  466.74
Total Current Liabilities 4,642.87 4,125.54 4,188.45 3,657.84  4,098.82 Net Profit 1,764.90 1,971.99 1,959.79 2,033.65 2,126.25
Long-Term Loan 1,026.82 133.50 0.00 0.00 0.00 Net Profit Attributable to NCI (12.76)  129.39 97.99  101.68  106.31
Bonds Payable 0.00 0.00 0.00 0.00 0.00 Net Profit Attributable to The Parent 1,777.66 1,842.60 1,861.80 1,931.96 2,019.93
Other Current assets 615.81 686.34 700.00 700.00 700.00 EPS (RMB) 0.30 0.31 0.31 0.33 0.34
Total Non-Current Liabilities 1,642.63 819.84 700.00 700.00 700.00
Total Liabilities 6,285.49 4,94538 4,888.45 4,357.84  4,798.82
Non-Controlling Interest 124497 1,20742 1,30541 1,407.09 1,513.40 Financial ratio 2019 2020 2021E  2022E  2023E
Share Capital 592593 592593 592593 592593 592593 Growth
Capital Reserves 3,655.67 3,677.49 367749 3,67749 3,677.49 Revenue 10.56% -30.08% -14.02% -8.60%  1.02%
Retained Earnings 11,149.23 12,480.32 13,14459 13,833.89 14,554.58 Operating income 1497%  849%  063% 370%  4.64%
Other Current assets (3,601.80) (3,644.52) (2,677.49) (2,677.49) (2,677.49) Net Profit Attributable to The Parent 1042%  3.65%  1.04% 377%  4.55%
Total Equity 18,374.00 19,646.63 21,375.92 22,166.91 22,993.91 Profitability
Total Equity and Liabilities 24,659.49 24,592.02 26,264.37 26,524.75 27,792.72 Gross Profit Margin 21.64% 30.27% 37.89% 42.45% 42.36%
Net Profit Margin 15.86% 23.51% 27.63% 31.37% 3247%
ROE 10.38%  9.99%  9.28%  9.31%  9.40%
ROIC 14.24% 12.56% 13.48% 13.60% 14.90%
Cash Flow Statement (RMBm) 2019 2020 2021E 2022E 2023E  Solvency
Net Profit 1,764.90 1,971.99 1,861.80 1,931.96  2,019.93 Debt to Asset Ratio 2549% 20.11% 1861% 16.43% 17.27%
Depreciation & Amortization 857.12 930.97 961.82 974.99 988.50 Net Debt Ratio -12.54% -25.12% -30.31% -38.09% -40.54%
Financial Expense 93.92 60.79 (50.00)  (100.00)  (200.00) Current Ratio 1.48 1.73 224 2.81 2.98
Investment Gain/(Loss) (403.08)  (453.86)  (473.84)  (487.52)  (487.52) Quick Ratio 1.32 1.68 212 2.78 2.86
Change of Working Capital 633.11 803.30  (827.59) 517.03  (615.97) Operation
Others (1,355.94)  (945.86) 97.99 101.68 106.31 Receivable Turnover Ratio 9.59 10.34 12.00 18.00 18.00
Cash Flows from Operating Activities ~ 1,590.02  2,367.33  1,570.18 2,938.15  1,811.25 Inventory Turnover Ratio 17.50 16.16 19.32 20.85 20.82
CapEx 3,642.36 375.18 306.34 320.00 320.00 Asset Turnover Ratio 0.47 0.32 0.26 0.23 0.23
Long Term Investments 2,162.79 188.45 100.00 100.00 100.00 Indicator Per Share
Other Current assets (6,222.49)  (601.23)  (252.50)  (252.48)  (252.48) EPS 0.30 0.31 0.31 0.33 0.34
Cash Flows from Investing Activities (417.34) (37.61) 153.84 167.52 167.52 Operating Cash Flow Per Share 0.27 0.40 0.26 0.50 0.31
Proceeds from Issuance of Debt 1,604.64 182.24 48.74 48.74 48.74  Net Asset Per Share 2.89 3N 3.39 3.50 3.62
Proceeds from Issuance of Equity (57.02) (0.14)  1,017.04 100.00 200.00 Valuation
Other Current assets (2,359.68) (1,308.17) (1,379.78) (1,291.41) (1,347.99) PE 8.17 7.88 7.80 7.51 7.19
Cash flows from financing activities (812.06) (1,126.06)  (314.00) (1,142.66) (1,099.25) PB 0.85 0.79 0.72 0.70 0.68
Impact of FX 0.17) 0.55 0.00 0.00 0.00 EV/EBITDA 4.59 3.27 2.63 2.04 1.79
Net increase (decrease) in cash, 36045 1,204.21  1,410.02  1,963.00 879.53 EV/EBIT 6.39 4.64 3.73 2.88 2.54

cash equivalents and restricted cash

Source: Company data, Tianfeng Securities estimate
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Disclaimer

Analyst Statement

Each research analyst identified in this publication certifies that all of the views expressed in this publication by such analyst accurately reflect the personal views of each such analyst about the
subject securities and issuers. In addition, each research analyst identified in this publication certifies that no part of the analyst’s compensation was, is or will be, directly or indirectly related to
the specific investment recommendations or views expressed in this publication, nor is it tied to any specific investment banking transactions performed by Tianfeng Securities Co., Ltd or any
other affiliates and subsidiaries globally.

General Disclosures

The term "TF Group" used in this publication refers to Tianfeng Securities Co., Ltd. and its affiliates and subsidiaries globally, including TFI Asset Management Limited (CE No.: ASF056). This
publication and all materials contained in it has been prepared by the TF Group and, if applicable, with the contributions of one or more TF Group entities whose employees are specified on
page 1 or identified elsewhere in the publication.

The contents contained in this publication is confidential and only for the use of clients of TF Group. TF Group will not deem a recipient as its client by reason only of their receiving this publication.
Information herein has been obtained from sources believed to be reliable, but TF Group does not warrant its accuracy or completeness. The information and opinions contained herein are
provided for TF Group clients’ reference only and should not be construed as an offer to buy or sell or the solicitation of an offer to buy or sell the securities mentioned. The information and
opinions contained herein do not take into account the particular investment objectives, financial situation, or needs of any recipient. Under no circumstances shall the information contained
herein or the opinions expressed herein constitute a personal recommendation to anyone. TF Group clients are advised to make their own independent evaluation of the information contained
in this publication, consider their own individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects if necessary. TF Group shall not be liable in any manner whatsoever for any consequences of any reliance thereon or usage thereof. To the extent this material
is provided to any recipient, this material is provided solely on the basis that the recipient has the capability to independently evaluate investment risk and is exercising independent judgment in
evaluating investment decisions in that its investment decisions will be based on its own independent assessment of the opportunities and risks presented by a potential investment, market
factors and other investment considerations.

Opinions, speculations and predictions contained in this publication reflect opinions held, and speculations and predictions made, at the time of publication. Such opinions, speculations and
predictions are subject to change and may be amended without any notification. Unless stated otherwise, any performance data quoted represents past performance. Past performance shall
not be considered as a reliable indication of future performance. At different periods, TF Group may release publications which are inconsistent with the opinions, speculations and predictions
contained herein. No representation or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in the analysis which has resulted in any returns
detailed herein. Changes to the assumptions may have a material impact on any returns detailed.

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

Special Disclosures

TF Group has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its research business. TF Group’s analysts and other employees who
are involved in the preparation and dissemination of research publications operate and have a management reporting line independent of TF Group’s Investment Banking business. Information
barrier procedures are in place between the Investment Banking, proprietary trading, and research businesses to ensure that any confidential and/or price sensitive information is handled in an
appropriate manner.

The analysts and/or Research Support named in the publications, as well as TF Group’s salespeople, traders, and other professionals, may have, from time to time, discussed with our clients,
including TF Group’s salespeople, traders, and other professionals, or may discuss in the publications, trading strategies that reference catalysts or events that may have a near-term impact on
the market price of the equity securities discussed in the publications, which impact may be directionally counter to the analysts’ published price target expectations for such stocks. Any such
trading strategies are distinct from and do not affect the analysts’ fundamental equity rating for such stocks as described herein.

To the extent permitted by applicable laws, TF Group may have positions in, and may effect transactions in securities of companies mentioned herein and may also perform or seek to perform
investment banking, financial consulting, financial products and various financial services for those companies. Therefore, TF Group’s clients should be aware that TF Group and/or its associated
person(s) may have a conflict of interest that could affect the objectivity of this publication and the opinions expressed herein. TF Group’s clients are advised not to rely on the opinions contained
in this publication when making any decision, including without limitation any investment decision.
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Ratings Definitions

| tment Ratings

Category Description Ratings System

Stock investment ratings within 6 months from the report issuance date, Buy Expected relative return over stock price above 20%
increase or decrease relative to the Index of the  Accumulate Expected relative return over stock price between 10% and 20%
jurisdiction of the Stock in the same period Neutral Expected relative return over stock price between -10% and 10%

Sell Expected relative return over stock price below -10%

Industry investment ratings within 6 months from the report issuance date, Outperform Expected increase of industry index over 5%
increase or decrease relative to the Index of the ~ Neutral Expected increase of industry index between -5% and 5%
jurisdiction of the Industry in the same period Underperform Expected increase of industry index below -5%

Jurisdicti Index Used for Ratings Definitions

China Mainland CSI1300 Index

China-Hong Kong Hang Seng Index

China-Marco Hang Seng Index

USA Standard & Poor’s 500 Index

If not specifically stated otherwise the “yuan” mentioned in our report refers to RMB.
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