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Zhejiang Yasha Decoration (002375 cH)

Initiating coverage: impairment loss dragged profit; order
structure adjustment could bring a performance rebound

We initiate coverage of Yasha Decoration with an ACCUMULATE call and
PT of RMB7.75 (7.6% upside potential). 1H21 revenue came to RMB5.31bn,
up 36.77% yoy, net profit was RMB99m, down 18.39%yoy, and core net
profit fell 17.76%. 2Q revenue was RMB3.38bn, up 40.55% yoy, and net profit
was RMB30m, down 54.67%yoy. Given the assembly and decoration
industry boom, we expect its sufficient order book to sustain long-term net
profit growth.

Order book focused on public installations; curtain walls/smart systems uptrend
The company signed new contracts amounting to RMB9.28bn in 1H21, up 18.90% yoy,
comprising public facility installations/ residential/ decoration & design/ decoration
products at RMB5.9bn/3.03bn/131m/211m. Public installations/residential orders in hand
grew 24.21/10.49%. We think its focus shift to public installations was driven by
worsening real estate growth. As Yasha continues to tweak its order mix, the impact of
its impairment loss could weaken gradually. By segment, 1H21 revenues in architectural
design & engineering/ curtain walls/ intelligent system integration grew 18%/93%/60%
yoy and 4%/23%/50% from 1H19. The curtain wall and intelligent system businesses
developed well.

2Q21 higher impairment loss dragged profit

1H21 total gross profit margin was 13.13% (-2.34ppt yoy), with architectural design &
engineering/curtain walls GPM at 13.23%/10.05% (-2.25/-2.26ppt). 1H21 sales/
management/ R&D/ financial expense ratios were 2.98/ 3.21/ 2.84/ 0.57% (-0.55/ -0.68/
+0.27/ -0.41ppt yoy). Asset impairments and allowances came to RMB51m, accounting
for 0.97% of revenue, up 0.24ppt yoy; 2Q21 asset impairments and allowances came to
RMB106m, accounting for 3.15% of revenue, which was the main reason for the decline
in profit. 1H21 net margin came to 2.04%, down 1.19ppt yoy. Cash ratio in 1H21 was at
104.41%, down 2.39ppt yoy: cash payment ratio was 92.78%, down 18.69ppt yoy. Cash
flow: net CFO was at negative RMB1.05bn, increasing by RMB13m yoy. Balance sheet:
1H21 gearing ratio was 60.97%, up 1.44ppt yoy. 1H21 total assets turnover rate was
0.24x, an increase of 0.06x yoy.

Leader in industrial assembly market

The company has a mature operations model in the industrial assembly. Through
optimization and improvements in materials, production, design, construction and other
aspects, it now holds precise control over the industrial assembly supply chain. From
model houses in China to contemporary Puyu projects in Chengdu, Yasha promotes
industrial assembly products from city markets to regional markets. Taking into account
the impact of impairment loss, we forecast 2021/22/23E net profit of
RMB410m/530m/630m. Relatively to a peer PE of 16.81x in 2021E, we assign to Yasha
a PE of 25x, deriving a target price of RMB7.75.

Risks include: order repayment, assembly decoration business promotion and project
execution falling below expectations.

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

ACCUMULATE’

Target price: RMB7.75
Share price (2 Sep): RMB7.20
Up/downside 7.6%
Company information

52wk High (09/03/2020) 14.75
52wk Low (08/30/2021) 6.31
P/E (Trailing 12m) 32.70
Dividend Yield 0.34
Price to Book Ratio 1.15
Price to Sales Ratio 0.79
EV / Trail 12M EBITDA 16.78
Shares Outstanding (m) 1,340.0
Market Cap (RMBm) 9,648.0

Source: Wind

Financial summary (RMB)
21E  22E  23E

Revenue (m) 12,763 14,645 16,541
YoY Growth (%) 18.31 1475 12.94
EBITDA (m) 1,087 1,378 1,595
Net profit (m) 410 531 625
YoY Growth (%) 2923 2942 171.72
EPS (price/share) 031 040 047
P/E Ratio (x) 2306 17.82 15.14

Price to Book Ratio (x) 1.07 101 096
Price to Sales Ratio (x) 074 065 057
EV/EBITDA (x) 563 393 324

Source: Tianfeng Securities estimate
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TFI Asset Management Limited would like to
acknowledge the contribution and support
provided by Bao Rong Fu (#4% &),
Wang Tao (FE#), Wang Wen (Z£2
and Zhu Xiao Chen (££8/R), employees
of Tianfeng Securities Co., Ltd.

The target price of Zhejiang Yasha Decoration
(002375 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. TFlI Asset Management
Limited may release publications which are
inconsistent with the opinions, speculations, and
predictions contained herein.

* Note: The investment ratings given by TFI Asset
Management Limited may have taken reference to
the research report previously issued by other entities
of the TF Group. For details, please contact us at
research_tfi@tfisec.com.

TFI Asset Management Limited
(CE No.: ASF056)
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Operational data and peer valuations

Chart 1: Revenue trend 2016-1H2021

Chart 2: Net profit trend 2016-1H2021
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Table 1: Peer valuation comparison
Market Cap  Share price EPS (RMB) PE (x)
Ticker Company (RMB100m) (RMB) 2020 2021E 2022E 2023E 2020 2021E 2022E 2023E
002541 CH  Anhui Honglu Steel Construction (Group) 293.95 55.98 1.52 2.16 2.80 3.50 36.79 25.87 20.01 16.02
002949 CH  Shenzhen Capol International & Associates 31.31 15.97 0.88 1.16 1.52 1.94 18.07 13.76 10.54 8.23
603030 CH  Shanghai Trendzone Construction Decoration Group 19.96 3.7 0.25 0.34 0.45 0.54 14.98 10.79 8.22 6.81
Average 16.81 12.92 10.35
002375 CH  Zhejiang Yasha Decoration 94.60 7.06 0.24 0.31 0.40 0.47 29.80 23.06 17.82 15.14

Source: Wind, Tianfeng Securities

Note: Share price as of 1 Sep 2021: Zhejiang Yasha Decoration 21-22 EPS are from Tianfeng Securities estimates, other companies 21-22 EPS are based on Wind consensus.
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Balance Sheet (RMBm) 2019 2020 2021E 2022E 2023E  Income statement (RMBm) 2019 2020 2021E  2022E  2023E
Cash and Cash Equivalents 3,165.98 3,432.56 4,061.08 4,660.11 5263.32 Revenue 10,785.63 10,787.35 12,762.56 14,645.09 16,540.80
Trade, Notes and Other receivables 12,192.25 4,941.73 14,556.62 14,977.66 19,206.66 Cost of Sales 9,237.29 9,249.29 10,831.55 12,340.92 13,919.44
Prepayments 265.93 268.94 392.99 361.18 489.45 Business Taxes and Surcharges 44.69 39.47 46.70 53.59 60.52
Inventories 1,983.83  1,79495 3,019.08 2,397.21 2,783.91  Operating Expenses 305.83 27732 32810 376.50 425.23
Other Current assets 76155  8,142.51 974.10 859.22  1,185.39 Administrative Expenses 269.94  301.13 34459 380.77 413.52
Total Current Assets 18,369.54 18,580.70 23,003.86 23,255.38 28,928.74 R&D Expenses 28157 323.26  382.88 439.35 496.22
Long-Term Equity Investments 178.46 187.42 197.42 207.42 217.42  Financial Expense 89.90 72.02 90.00 99.00  110.00
Non-Current Assets 796.68 869.92 877.14 898.37 913.95 Impairment Losses (72.00) 87.24 (200.00) (260.00) (300.00)
Construction-In-Progress 103.29 20.09 48.06 76.83 76.10  Gain/(loss) of Fair Value Change 60.65 4559 20.00 20.00 20.00
Intangible Assets 253.14 243.82 219.75 196.05 182.35 Net Investment Income 4370 (14.16)  (30.00)  (30.00)  (30.00)
Other Current assets 1,929.02 230554 1,916.39 205510  2,053.93 Other Current assets (18.58) (5.35)  420.00 540.00  620.00
Total Non-Current Assets 3,260.58 3,626.80 3,258.76  3,433.78  3,443.77 Operating income 542.64 41153 528.74 684.97  805.86
Total Assets 21,630.13 22,280.49 26,286.95 26,721.60 32,415.76 Non-Operating Revenue 2.23 0.92 0.30 0.10 0.10
Short-Term Loan 1,839.02 1,645.37 1,897.01 1,992.69  2,338.75 Non-Operating Expenses 2.05 347 2.01 3.00 3.00
Trade Payables and Other Payables 9,762.51 10,108.98 13,058.51 13,337.35 17,710.73 Profit Before Tax 542,82  408.99 527.03 682.07 802.96
Other Current assets 1,647.63  1,747.06  1,999.09 1,633.85 1,978.11 Income Taxes 100.55 77.35 99.68  129.00 151.87
Total Current Liabilities 13,249.16 13,501.42 16,954.61 16,963.89 22,027.59 Net Profit 44227 331.63 427.35 553.07 651.09
Long-Term Loan 59.50 99.80 134.23 50.00 87.71  Net Profit Attributable to NCI 16.60 14.16 17.09 2212 26.04
Bonds Payable 0.00 0.00 0.00 0.00 0.00 Net Profit Attributable to The Parent ~ 425.67  317.47 410.26  530.94  625.05
Other Current assets 53.01 100.05 59.76 70.94 76.92 EPS (RMB) 0.32 0.24 0.31 0.40 0.47
Total Non-Current Liabilities 112.51 199.85 193.99 120.94 164.63
Total Liabilities 13,361.68 13,701.27 17,148.59 17,084.82 22,192.22
Non-Controlling Interest 250.29 272.25 289.34 311.46 337.51 Financial ratio 2019 2020 2021E  2022E  2023E
Share Capital 1,340.00 1,340.00 1,340.00 1,340.00  1,340.00 Growth
Capital Reserves 1,908.84 191233 191233 191233  1,912.33 Revenue 1724%  0.02% 1831% 14.75% 12.94%
Retained Earnings 6,868.89 7,140.98 7,509.02 798532 8546.03 Operatingincome 17.97% -24.16% 28.48% 29.55%  17.65%
Other Current assets (2,099.56) (2,086.33) (1,912.33) (1,912.33) (1,912.33) Net Profit Attributable to The Parent 15.41% -25.42% 29.23% 29.42% 17.72%
Total Equity 8,268.45 8,579.22 9,138.35 9,636.77 10,223.54 Profitability
Total Equity and Liabilities 21,630.13 22,280.49 26,286.95 26,721.60 32,415.76 Gross Profit Margin 14.36% 14.26% 15.13% 15.73% 15.85%
Net Profit Margin 395% 294% 321% 363%  3.78%
ROE 531% 3.82% 464% 569%  6.32%
ROIC 8.09%  7.47%  9.98% 11.55% 14.08%
Cash Flow Statement (RMBm) 2019 2020 2021E 2022E 2023E  Solvency
Net Profit 442.27 331.63 410.26 530.94 625.05 Debt to Asset Ratio 61.77% 61.49% 65.24% 63.94% 68.46%
Depreciation & Amortization 70.26 82.60 67.89 73.69 78.84  Net Debt Ratio -15.12% -16.75% -21.17% -25.91% -26.77%
Financial Expense 95.31 87.72 90.00 99.00 110.00 Current Ratio 1.39 1.38 1.36 1.37 1.32
Investment Gain/(Loss) (43.70) 14.16 30.00 30.00 30.00 Quick Ratio 1.24 1.25 1.18 1.23 1.19
Change of Working Capital 295.85 (7,727.12) (98.53) 97.67  (334.47) Operation
Others (431.43)  7,765.18 37.09 42.12 46.04 Receivable Turnover Ratio 0.88 1.26 1.31 0.99 0.97
Cash Flows from Operating Activities 428.56 554.18 536.71 873.43 555.47  Inventory Turnover Ratio 5.79 5.71 5.30 5.41 6.39
CapEx (20.63) 9.80 119.29 88.82 74.02  Asset Turnover Ratio 0.51 0.49 0.53 0.55 0.56
Long Term Investments 12.81 8.96 10.00 10.00 10.00 Indicator Per Share
Other Current assets 227.38 (32.45)  (209.63) (256.93)  (224.84) EPS 0.32 0.24 0.31 0.40 0.47
Cash Flows from Investing Activities 219.56 (13.69) (80.34)  (158.11)  (140.81) Operating Cash Flow Per Share 0.32 0.41 0.40 0.65 0.41
Proceeds from Issuance of Debt 191553  1,99586 2,126.22 2,163.57 2,526.46 Net Asset Per Share 5.98 6.20 6.60 6.96 7.38
Proceeds from Issuance of Equity (280.62) (51.81) 84.01 (99.00)  (110.00) Valuation
Other Current assets (2,024.83) (2,105.47) (2,038.08) (2,180.86) (2,227.90) PE 2222 29.80 23.06 17.82 15.14
Cash flows from financing activities (389.92)  (161.43) 17214 (116.29) 188.56 PB 1.18 1.14 1.07 1.01 0.96
Impact of FX 0.00 0.00 0.00 0.00 0.00 EV/EBITDA 4.29 718 5.63 3.93 324
Net increase (decrease) in cash, 258.20 379.06 628.52 599.03 603.22 EV/EBIT 4.53 7.74 6.00 4.15 34

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.

Hong Kong: This publication is distributed in Hong Kong by TFI Asset Management Limited, which is regulated by the Securities and Futures Commission of Hong Kong (“SFC”) and is licensed
for the conduct of Regulated Activity Type 4 (Advising on Securities), Type 5 (Advising on Futures Contracts), and Type 9 (Asset Management) of Part V of the Securities and Futures Ordinance
(Cap. 571) (“SFO”). Queries concerning this publication from readers in Hong Kong should be directed to our Hong Kong sales representatives.

Singapore: This publication is distributed in Singapore by TFI Asset Management Limited. It is only intended for, and may be distributed only to, institutional investors in Singapore (as defined
in the Securities and Futures Act, Chapter 289 of Singapore). Recipients of this publication should not further distribute this publication to any person that is not an institutional investor.

United States of America: This publication is distributed in the US by TFI Asset Management Limited pursuant to Rule 15a-6 under the US Securities Exchange Act of 1934. Distribution is
restricted to "Major U.S. Institutional Investors" only (as defined in Rule 15a-6. TFI Asset Management Limited is not a U.S. registered broker-dealer.

The analyst(s) listed on the first page of this publication is (are) not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (FINRA) and are not subject to
U.S. FINRA Rule 2711 restrictions on communications with companies that are the subject of this research report; public appearances; and trading securities by a research analyst.

Other Jurisdictions: The distribution of research publications in other jurisdictions may be restricted by law and such reports will be made available in other jurisdictions pursuant to the
applicable laws and regulations in those particular jurisdictions. The research publications are not directed to, or intended for distribution to or use by, any person or entity that is a citizen or
resident of or located in any locality, state, country or other jurisdictions where such distribution, publication, availability or use would be contrary to law or regulation.

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 “” mentioned in our report refers to RMB.

Copyright of the publications belong to TF Group. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited without TF Group’s written permission.

Contact

TFI Asset Management Limited

11F, Nexxus Building, 41 Connaught Road Central, Hong Kong
Email: research_tfi@tfisec.com

Tel: 852 3899 7399
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