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 What's new 
We have just returned from visiting 
several steel producers, traders, and 
steel-industry participants in Hebei 
Province, Liaoning Province, and 
Shanghai to gauge their latest views 
on the China steel market. Overall, 
we found them to be generally 
cautious about steel demand, 
although they thought short-term 
restocking could lead to steel prices 
rebounding. 
 

 What's the impact 
The majority of the participants we 
met were, like us, very cautious 
about China’s steel demand and 
prices in the mid-to-long term, with 
overcapacity being a critical problem. 
In general, they were also cautious 
on the outlook for market liquidity 
despite the stimulus policies 
implemented by the central 
government this year. That said, 
views differed about the steel market 
over the near term. 

After experiencing weakening 
demand growth and steel prices 
YTD, steel mills and steel traders 
have already turned prudent about 
their production and inventory 
levels since 1H12. They see limited 
downside to steel prices and 
demand from the current levels.  
 
We expect demand to improve 
slightly in 2H12 due to seasonal 
factors and on the back of a slow 
pick-up in infrastructure 
construction, which would translate 
into a rebound in steel prices in the 
coming months. In addition, the low 
inventory level for steel traders is 
likely to be positive for steel prices. 
 
The steel traders and mills we 
visited said they are seeing a 
shortage of different steel products 
as buying interest has picked up 
during the past two weeks, driven by 
a recovery in steel prices. More 
traders have started restocking, in 
anticipation of higher steel prices 
ahead. They also indicated that they 
are likely to stock up on some 
products ahead of spring and Lunar 
New Year in 2013. 
 
With traders currently accounting 
for about 65-70% of domestic sales 
volume, we believe their sentiment 
and behaviour will determine steel 
prices in the short term. Given 
traders’ current restocking from low 
inventory and our anticipation of 
some demand recovery, we continue 

to expect steel prices to rise in the 
coming months. 
 

 What we recommend 
We reaffirm our Positive view on the 
China Steel Sector for the next 3-6 
months. We expect low inventory 
and better demand to lift steel prices 
during this period, resulting in 
profit-margin expansion. On a 
longer-term horizon, we remain 
concerned about a potential 
rebound in raw-material prices, 
limited consolidation likely among 
steel mills and steel demand 
potentially peaking. 
 
We prefer Maanshan Iron & Steel 
(323 HK, HK$1.82, Buy [1]) to 
Angang Steel (347 HK, HK$4.08, 
Outperform [2]) as its earnings are 
more sensitive to building and 
construction, which we forecast to 
account for about 30-40% of its 
2012-13 sales volume. 
 
The main downside risk to our 
sector view would be a worse-than-
expected demand recovery. 
 

 How we differ 
We are one of the very few houses 
with a Positive view on the China 
Steel Sector and the steel mills. 
Notably, our Daiwa China 
Momentum Gauge also indicates 
clearer signs of a recovery for 
China’s economy (see Daiwa’s report, 
The uptrend continues, published 
on 21 September). 
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Penetrating China’s steel heart  

• We visited the centre of the country’s steel-producing region to 
meet with steel companies large and small 

• Steel prices highly affected by steel-trader sentiment; low 
inventories should support a price rebound in next few months 

• Reiterating our Positive rating on the sector; we prefer Maanshan 
to Angang 

 

 
China Steel Sector 

 

 

 

 
     

http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20120921cn_DaiwaChinaMomentumGauge.pdf#page=1
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 Trip overview  
Iron-ore company 
Hanking Group (3788 HK) 
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Steel producers 
Tanggang mid-thick plates 
Guofeng Steel 
Angang steel (347 HK) 
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Steel traders 
Tangshan Quansheng 
Shanghai Lining Enterprise 
Shanghai Jushen 
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 Steel mills, traders, and others in Hebei, Liaoning and Shanghai: summary of their expectations for the China steel market for the 
next 3-6 months 

  Steel prices 

Raw-
material 
prices Demand Supply Inventory Strategy/comments on current demand weakness 

Steel traders        

Shanghai Lining 
Development   

 
 

n.a. 
 

 Inventory has been very low 
 Currently more active in terms of trading volume 
 Hesitating over whether to restock before the next Lunar New Year 

Shanghai Jushen Metal 
 

    

 Has started restocking after cutting  inventory from May-August 2012 in the 
expectation of higher prices  

 About 70% of its working capital is reserve and retained cash, 30% is in the form of 
bank borrowing 

Tangshan Quansheng Metal  
  

 

 

 

 Maintaining low inventory levels since the beginning of the year  
 Cautious about further increase in steel prices 
 Almost no bank borrowing 

Steel producers        

Tanggang Mid-thick Plate 
    

 
 

 Maintaining a low inventory of raw materials (equivalent to two days of production 
and steel products – 15,000 tonnes or two days of sales)   

 Building more direct sales channels 

Tangshan Guofeng Steel n.a. n.a. 
   

 Strict inventory management 
 Favours imported Indian low grade iron ore 
 Looking to acquire upstream assets 

Angang Steel 
  

  
 

 Utilisation rate to remain at 80%  
 Raw-material inventory equivalent to about one month of production 
 Giving more trade credits to steel traders 

Others        

Hanking Holdings (3788 HK) 
     

 Expanding capacity, including acquisition of smaller miners, especially in Fushun 
city, a move that is supported by the government 

 Cost of sales is much lower than for other small mines 

Steelhome 
    

 

 No significant changes in overall demand  
 Believes many small-to-mid sized steel traders will go bankrupt by the end of 2012 

as banks reduce or cut off their credit lines 

Xiben Express  
 

 
  

 

 

 Expects steel mills to struggle with profitability as steel prices should remain at about 
cost for a long time  

 Believes steel mills should not expand their proportion of direct sales significantly 
due to the high costs incurred  

 Believes consolidation should be easier now that the industry is struggling to make a 
profit 

 

Source: Companies, compiled by Daiwa  

 
 China Steel Sector: EBITDA/tonne  
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Trip summary  

We see limited downside to 
demand for the next 3-6 months 

Almost all of the market participants (steel mills, steel 
traders and industry consultants) we met said they are 
not seeing any improvements in end-user demand at 
present. They believe this is due mainly to insufficient 
liquidity in the China economy. The steel traders are 
more cautious about the China steel market now than 
they were earlier in the year. Overall, they expect the 
2H12 sales volume to be lower than it was for 1H12. 
 
While we are concerned about China steel demand over 
the mid-to-long term, we expect some recovery in steel 
demand in 4Q12 for seasonal reasons and on a slow-
but-sure pick-up in infrastructure construction. Our 
trip underpins our view, as do the key macro indicators 
(ie, adjusted year-on-year FAI growth for property 
investment, planned investment for new projects, and 
floor space started), which showed an uptrend between 
July and August. 
 
While local government financing remains tight, the 
governments are finding different ways to finance 
infrastructure projects, and we expect them to obtain 
private capital and/or state-owned companies to 
participate in these projects.  

Low inventory to support the 
bottoming-out of steel prices 

All of the traders and most of the steel mills we met 
have reduced their inventory levels significantly 
compared with last year or the start of this year, due to 
the uncertain economic outlook and difficulties in 
obtaining bank financing. One mid-size (annual 
trading volume of 300,000 tonnes) steel trader in 
Tangshan, Hebei Province, the largest steel-producing 
province in China, currently keeps its inventory at only 
10% of what it was at the beginning of this year. Two 
Shanghai traders we met have cut their inventory to 
less than one-third of their normal levels during the 
same period. 
 
 

Should demand improve in the coming months, we 
believe steel traders will restock rapidly given their low 
inventory levels currently, thus leading to a rise in steel 
prices. 

China steel prices highly affected 
by sentiment of steel traders 

CUSteel, an iron and steel data provider and consultant 
backed by the China Iron and Steel Association, and 
SteelHome, a well-known independent steel consultant, 
both indicate that 65-70% of the domestic steel 
producers’ sales volume is sold by the steel traders. 
This compares to about 30-40% in Japan. 
 
Notably, the steel traders are very sensitive to short-
term movements in steel prices and their trading 
decisions are driven by sentiment, like speculators in 
the stock market. The traders informed us that when 
they see or expect prices to rise, they buy more and sell 
less (ie, build up inventory). The bandwagon effect in 
the steel-trading market could result in a steel-price 
rally between now and the end of this year. As steel 
traders account for a large share of sales, they play an 
important role in setting near-term steel prices. This 
helps explain why China’s steel prices are more volatile 
than in developed countries. 

Potential consolidation among 
steel traders 

The steel producers informed us about their plans to 
expand their proportion of direct sales, especially for 
higher-quality flat products. The steel traders and 
domestic steel consultants told us that many steel 
traders in Shanghai and nearby areas are likely to 
bankrupt or close their businesses before the end of 
this year, as they were finding it hard to obtain bank 
financing. 
 
We believe this trend will expand nationwide in the 
near future, with strong steel mills and traders likely to 
take over market share. When the steel market 
becomes more consolidated, steel prices should 
become less volatile. The pace of consolidation 
generally speeds up if both prices and demand remain 
weak. 
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Our take on the steel-
market players we met  

We visited three steel traders, three steel 
companies and two industry consultants 
in Hebei Province, Liaoning Province and 
Shanghai. 

 Shanghai Lining Enterprise 
Development 
(steel trader) 

Background: Shanghai Lining Enterprise 
Development (Shanghai Lining) started business in 
1995, focusing on construction steel. It sells steel from 
Shanghai Hubao Rolled Steel, Jiangyin Xicheng Steel, 
Lengshuijiang Iron and Steel, and Jiangsu Shagang 
Group, etc, to Shanghai and nearby provinces, such as 
Suzhou and Zhejiang. 

 
Annual sales volume: 1m tonnes per year, of which 
30% goes directly to the construction companies and 
70% to the second-tier traders. 

 
Latest strategy: the company has been destocking 
since May this year. It reduced its inventory from 
80,000 tonnes to the current level of 15,000 tonnes , as 
the market rebar price fell from around 
Rmb4,200/tonne in May to Rmb3,500/tonne at the 
beginning of September, a new low for this year.  

 
Management is cautious about the current market and 
is thus not aggressively building up inventory at the 
moment. 
 
View on steel prices: immediate future: steel prices 
should remain strong until the beginning of October 
and should then fall, reflecting the real demand. 
Medium term: steel prices should rise during 1H13 
thanks to the PRC Government’s stimulus projects. 
However, the company has no clear view on the trend 
of steel prices in 2H13, as there are still too many 
uncertainties. 

 

View on the steel market: management thinks the 
steel traders are likely to hoard inventory just before 
next year’s Lunar New Year. As that period is 
traditionally the high season, traders usually build 
inventory to meet the demand in the spring, when 
more construction projects start on the back of warmer 
weather. 
 
Management also commented that in the past two 
years, the steel traders did not build up stock before the 
Lunar New Year. On the run-up to the 2013 Lunar New 
Year, however, as Daiwa expects the macro economy to 
turn positive after the likely new president of China, Xi 
Jinpin, takes up his post, and in view of the reduced 
cash cost of holding inventory (from Rmb50-60/tonne 
last year to Rmb35-40/tonne currently), we believe 
many steel traders will resume stock building before 
the next Lunar New Year. 

Shanghai Jushen Metal 
(steel trader) 

Background: Shanghai Jushen started business in 
2003 in the Shanghai area and is a first-tier agent for 
Rizhao Steel, Hebei Jingye Steel, Beiying Steel and 
Tianjin Tiantie Metallurgy Group. Its main products 
are rebar, wire rods, hot-rolled coil (HRC), cold-rolled 
coil (CRC), and billets. 
 
Annual sales volume: it expects to sell 150,000 
tonnes of construction steel and 300,000 tonnes of flat 
steel in 2012. The company said that it expects its sales 
volume this year to be double the levels of the past 
several years.  
 
Latest strategy: the company has been buying more 
steel since early September and keeping it in a 
warehouse until prices rise in the short term. 
 
View on prices: management expects current prices 
to remain stable for the rest of this year, with the 
market rebar price likely to stay at around 
Rmb3,700/tonne. Management believes market 
sentiment should turn positive before the Communist 
Party’s 18th National Congress in October 2012. 
 
Management believes that the company’s steel, at a 
rebar price of Rmb3,100/tonne, has been over-shorted 
(ie, that this price is too low, as it is below its 
production costs). Management thinks it unreasonable 
that the price of steel has been pushed to its lowest 
level since 2008, as the economic fundamentals are 
better now than they were then. 
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View on the steel market: management believes 
that half of the steel traders in the Shanghai area will 
find it hard to refinance their loans at the end of this 
year. Management thinks this will be positive for the 
industry as it should squeeze out many speculators, 
thereby reducing steel-price volatility. 
 
Financial status: 50-70% of the company’s working 
capital comes from its retained cash and 30% from 
bank loans. Its interest rate on its bank loans this year 
is 7-8%, lower than 11% last year. 

Tangshan Quansheng Metal 
(steel trader) 

Background: Tangshan Quansheng Metal is a first-
tier trader for Hebei Wenfeng Iron and Steel Co, 
Shijiazhuang Jingye, and Tangshan Iron and Steel 
Group. It also sells plates from Shougang, Hangang 
Steel, etc. 
 
Annual sales volume: 300,000 tonnes of general 
carbon mid-thick plates, ie, low-end plates used to 
make heavy equipment/machinery and metal sections. 
 
Latest strategy: has maintained a low inventory level 
since the start of the year. Its current inventory is 
around 3,000 tonnes, representing only 10% of its 
inventory levels of recent years. On our visit, we saw 
that part of the company’s steel-inventory yard was 
being used to raise geese (see photo). 
 
View on steel prices: steel prices are likely to fall 
again after the market’s reaction to the current positive 
news flow (the government’s concentrated approvals of 
infrastructure projects and QE3) subsides. The 
company has not seen any improvement in end-user 
demand recently. 
 
View on the steel market: the company is very 
cautious about the demand outlook for the steel market. 
Though steel prices have rebounded over the past two 
weeks, the company has not bought plates aggressively. 
 
Financial status: 100% of its working capital comes 
from retained cash. It has no bank loans currently. 
 

 Tangshan Quansheng Metal: part of inventory yard is used to 
raise geese 

 
Source: Daiwa 

Tanggang Mid-thick Plates 

Background: the company is a subsidiary of 
Tangshan Steel Group. It had an annual capacity of 
2.5m mid-thick plates, and added 0.8m tonnes of 
capacity to this earlier this year. The new production 
line has not started operating yet due to low demand. 
 
Annual production volume: 2.5m tonnes of mid-
thick plate. 
 
Latest strategy: 
1) The company aims to keep its raw-material (mainly 
iron ore and coking coal) inventory at equivalent to two 
days and its finished steel inventory at less than 15,000 
tonnes. 
 
2) The company only manufactures in sufficient 
volume to meet orders that have already been placed by 
steel traders, so as to avoid the risk of having too much 
inventory. Its utilisation rate has been about 100% 
recently. We did not see any idle production lines 
during our visit to the plant, but the plant’s working 
pace seemed a little slow. 
 
3) It is targeting to increase its direct sales as these 
have higher ASPs than sales through steel traders. 
Currently, 70% of its products are sold to traders and 
30% to end-users directly. 
 
View on steel prices: at about Rmb3,400/tonne for 
HRC, the company believes the market HRC price of 
Rmb3,400/tonne at the end of August will be the low 
for this year, because at the end of August the billet 
price (Rmb2,900/tonne) was lower than the cost of 
production. 
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The company thinks the HRC price will remain stable 
at the current level of Rmb3,600-3,700/tonne on the 
back of the government’s positive stimulus measures. 
 
View on the steel market: steel traders have been 
moving fast to rebuild their inventory recently on the 
back of the rebound in steel prices. Most of them have 
cut inventory to very low levels this year. 
 

 Tanggang Mid-thick Plates: billet production line  

 
Source: Daiwa 

 
 Tanggang Mid-thick Plates: raw material is equivalent to 2 

days of production 

Source: Daiwa 

 

 

Tangshan Guofeng Steel 
(steel producer) 

Background: the company’s main shareholders are: 
China Travel International Investment Hongkong (308 
HK) and Kin Ho Development Co, with respective 
shareholdings of 51% and 49% currently. Its main 
business is the production and sale of strip steel, HRC, 
CRC, rebar, and billets. As at 31 December 2011, the 
company’s production capacity was 9m tonnes of crude 
steel and 8.5m tonnes of finished steel. 
 
Annual production volume: 9m tonnes of crude 
steel and 8.5m tonnes of finished steel. 
 
Latest strategy:  
1) Vertical integration: the company is looking to 
acquire potential upstream resources, specifically iron-
ore mines, both overseas and domestically. 
 
2) It is targeting to reduce its cost of production by 
mixing in more low-grade Indian iron ore, while 
maintaining the high quality of its steel products. 
 
3) It aims to ensure that it has no inventory of finished 
steel and is maintaining its raw materials at the 
equivalent of one month of production. 
 
Cost advantage: the company has low financing costs. 
It was able to raise money in Hong Kong in 2010 at an 
interest rate of 2.5%. This is lower than the average 
interest rate payable on new financing of 8% for other 
local private steel producers. 
 
View on the steel market: the company thinks the 
current overcapacity issue can only be solved by market 
activity, which is in turn driven by price changes. Over 
the long term, it expects steel prices to be weak and 
profit margins to be low.  
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Angang Steel (347 HK) 
(steel producer) 

Background. Angang Steel (Angang) is based in 
north-east China, in the city of Anshan in Liaoning 
Province. The company’s principal activities include 
the production and sale of hot-rolled sheets, cold-rolled 
sheets, galvanised steel sheets, colour-coated plates, 
silicon steel, medium plates, wire rods, large steel 
products, and seamless steel pipes. These products are 
widely used in the automobile, construction, ship-
building, home electrical appliances, and railway 
construction industries, and in the manufacture of 
pipelines. 
 
Annual production volume. For 2011, Angang 
Steel produced 19.8m tonnes (up 8.7% YoY) of steel 
and 19.2m tonnes (up 8.2% YoY) of steel products. For 
1H12, the company produced 9.6m tonnes (up 3.8% 
YoY) of steel and 9.4m tonnes (up 3.0% YoY) of steel 
products. 
 
Latest strategy: 
1) The company has no plans to cut production at this 
time. It said that it only produced enough volume to 
cover the monthly orders that it received. Although its 
production volume is not decreasing, Angang Steel said 
that it had started to receive more acceptance bills from 
customers as forms of payment, due to the sluggish 
market. 
 
2) The company said it was trying to develop more 
direct sales channels. Currently, 50% of its products are 
sold to traders and 50% directly to customers such as 
shipbuilders, household-appliance makers, and 
automakers. 
 
Plant visit. On our visit, the company’s production 
lines appeared to be well managed. Its operations are 
highly automated; we did not see many workers 
standing by the machinery (compared with other plants 
we visited). The company commented that its 
production lines are currently running at a utilisation 
rate of 80%. 

Hanking Holdings (3788 HK) 
(iron-ore producer) 

Background. Hanking Holdings is the biggest 
producer of iron-ore concentrate in Liaoning Province. 
The company has four iron-ore mines with reserves of 
163m tonnes and resources of 196m tonnes. 
 

Production volume. For 1H12, the company’s 
output was 0.68m tonnes (up 8.7% YoY) of iron-ore 
concentrate; for 2011, production was 1.31m tonnes (up 
3.4% YoY).   
 
Latest strategy.  
1) The company plans to double its current iron-ore 
capacity to 10m tonnes by 2015. It aims to acquire 
more iron-ore assets, while the local government is 
encouraging Hanking Holdings to take over small iron-
ore producers in and near Fushun City.  
 
2) Due to its proximity to many steel companies, 
Hanking Holdings has a stable order flow from 
customers such as Benxi Steel and Fushunshin Steel, so 
it has noted that its sales volume has not been affected 
by the current sluggish demand. In addition, during 
our visit to the company’s Aoniu iron-ore mine near 
Fushun City, the company informed us that it is 
currently operating the mine 24 hours a day (a 100% 
operating rate). 
 
3) As a result of its production of high-grade raw ore 
and the short transportation distances to its customers, 
the company’s cost of sales per tonne was Rmb321 for 
1H12, less than half the average cost of about 
Rmb800/tonne in the domestic market over recent 
years, according the company 
 
View on iron-ore prices. The company expects the 
iron-ore price to continue to be about Rmb800/tonne 
(excluding tax) in about three years’ time, which it also 
believes is the average production cost in China 
currently. It believes that the iron-ore price has been 
over-shorted recently, and notes that many local small-
scale iron-ore producers have ceased production. 
 

 Hanking group: Aoniu iron-ore mine under operation 

 
Source: Daiwa 
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Shanghai SteelHome Information 
and Technology 
(steel industry data provider and 
consultancy)  

Background. Shanghai SteelHome Information and 
Technology, which began operating on 1 November 
2004, provides information and consultancy services 
on the China steel industry. We spoke to its chief 
analyst. 
 
View on steel prices. The company expects steel 
prices to remain lower than the average cost of sales for 
the whole industry over the long term. It believes steel 
prices would rise in the following two situations: 1) a 
rise in China’s exports, led by a recovery in the global 
economy, and 2) continuing rises in inflation against 
the backdrop of a long-term monetary loosening policy. 
 
View on steel market. 
1) Insufficient liquidity is the key issue limiting 
infrastructure and property construction, which is 
being reflected in low steel-demand growth. 
 
2) It believes more steel-trading companies will 
encounter financial difficulties before the end of this 
year. Over the next 3-5 years it expects consolidation 
within the steel-trading industry, with large-scale state-
owned trading companies likely to acquire small ones. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Xibenxinganxian 
(steel industry data provider and steel 
e-trading platform) 

Background.  Xibenxinganxian is a steel-trading and 
logistics-industry conglomerate based in Shanghai. In 
addition to a physical steel-trading business, the 
company has an e-trading platform that provides steel-
market information and related services. We spoke to 
its steel analyst. 
 
View on steel prices. The company expects steel 
prices to fall again after the October National Day 
holiday, mainly because it expects a slow recovery in 
real demand. Over the long term, Xibenxinganxian 
expects the iron-ore price to be slightly above 
US$80/tonne, and the general rebar price to be 
Rmb3,400/tonne. 
 
View on steel industry. The company expects steel 
companies’ profits to remain very low over the long 
term. In addition to the steel companies’ weak 
negotiating power on raw materials and slow demand 
growth as a result of China’s sluggish economy, rises in 
operating costs are also likely to put pressure on the 
steel companies’ profits. As the banks generally 
consider the steel industry to be one of China’s riskiest 
segments to which to provide loans, even riskier than 
property, Xibenxinganxian expects interest rates to rise 
at some point going forward. Furthermore, as more 
steel companies are expanding their direct sales 
channels, it believes their SG&A expenses are likely to 
see large increases over the coming years. 
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HONG KONG   
Nagahisa MIYABE  (852) 2848 4971 nagahisa.miyabe@hk.daiwacm.com 
Regional Research Head 

John HETHERINGTON (852) 2773 8787 john.hetherington@hk.daiwacm.com 
Regional Head of Product Management 

Pranab Kumar SARMAH (852) 2848 4441 pranab.sarmah@hk.daiwacm.com 
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Mingchun SUN (852) 2773 8751 mingchun.sun@hk.daiwacm.com 
Head of China Research; Chief Economist (Regional) 
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Chi SUN (852) 2848 4427 chi.sun@hk.daiwacm.com 
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Jonas KAN (852) 2848 4439 jonas.kan@hk.daiwacm.com 
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Jeff CHUNG (852) 2773 8783 jeff.chung@hk.daiwacm.com 
Automobiles and Components (China) 

Grace WU (852) 2532 4383 grace.wu@hk.daiwacm.com 
Head of Greater China FIG; Banking (Hong Kong, China) 
Jerry YANG (852) 2773 8842 jerry.yang@hk.daiwacm.com 
Banking/Diversified Financials (Taiwan) 

Joseph HO (852) 2848 4443 joseph.ho@hk.daiwacm.com 
Head of Industrials and Machineries (Hong Kong, China); Capital Goods –Electronics 
Equipments and Machinery (Hong Kong, China) 

Bing ZHOU (852) 2773 8782 bing.zhou@hk.daiwacm.com 
Consumer/Retail (Hong Kong, China) 

Hongxia ZHU (852) 2848 4460 hongxia.zhu@hk.daiwacm.com 
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Eric CHEN (852) 2773 8702 eric.chen@hk.daiwacm.com 
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Felix LAM (852) 2532 4341 felix.lam@hk.daiwacm.com 
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John CHOI (852) 2773 8730 john.choi@hk.daiwacm.com 
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Jibo MA (852) 2848 4489 jibo.ma@hk.daiwacm.com 
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Thomas HO (852) 2773 8716 thomas.ho@hk.daiwacm.com 
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Danielo PICACHE (63) 2 813 7344  
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danielo.picache@dbpdaiwacm.com.ph 
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SOUTH KOREA   
Chang H LEE (82) 2 787 9177 chlee@kr.daiwacm.com 
Head of Korea Research; Strategy; Banking/Finance 

Sung Yop CHUNG (82) 2 787 9157 sychung@kr.daiwacm.com 
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Shannen PARK (82) 2 787 9184 shannen.park@kr.daiwacm.com 
Custom Products Group 

 

TAIWAN   

Mark CHANG (886) 2 8758 6245 mark.chang@daiwacm-cathay.com.tw 
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Birdy LU (886) 2 8758 6248 birdy.lu@daiwacm-cathay.com.tw 
IT/Technology Hardware (Handsets and Components) 

Christine WANG (886) 2 8758 6249 christine.wang@daiwacm-cathay.com.tw 
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Chris LIN (886) 2 8758 6251 chris.lin@daiwacm-cathay.com.tw 
IT/Technology Hardware (Panels) 

   

INDIA 

Punit SRIVASTAVA (91) 22 6622 1013 punit.srivastava@in.daiwacm.com 
Head of Research; Strategy; Banking/Finance 

Navin MATTA (91) 22 6622 8411 navin.matta@in.daiwacm.com 
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Saurabh MEHTA (91) 22 6622 1009 saurabh.mehta@in.daiwacm.com 
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Mihir SHAH (91) 22 6622 1020 mihir.shah@in.daiwacm.com 
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Nirmal RAGHAVAN (91) 22 6622 1018 nirmal.raghavan@in.daiwacm.com 
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SINGAPORE 
Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com 
Head of Singapore Research, Regional Head of Oil and Gas; Oil and Gas (ASEAN and 
China); Capital Goods (Singapore) 

Srikanth VADLAMANI (65) 6499 6570 srikanth.vadlamani@sg.daiwacm.com 
Banking (ASEAN) 

David LUM (65) 6329 2102 david.lum@sg.daiwacm.com 
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Ramakrishna MARUVADA (65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com 
Head of ASEAN & India Telecommunications; Telecommunications (ASEAN & India) 
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Disclaimer 
This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent 
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, 
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group 
Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness 
of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon 
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the 
securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, 
opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers, 
servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with 
respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 

Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have 
other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the 
issuer of such securities. The following are additional disclosures. 

Japan 

Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.  
Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc. 
Investment Banking Relationship 

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of 
the securities of the following companies: SBI Holdings Inc. (6488 HK); Shunfeng Photovoltaic International Ltd. (1165 HK); Rexlot Holdings Limited (555 HK); China Outfitters Holdings 
Limited (1146 HK); Beijing Jingneng Clean Energy Co. Limited (579 HK); Infraware Inc. (041020 KS) 

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited, Daiwa Capital Markets Singapore 
Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd. 

Hong Kong  

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this 
research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 

Singapore 

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional 
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of 
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to 
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets 
Singapore Limited in respect of any matter arising from or in connection with the research. 

Australia 

This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of the 
Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

India 

This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be 
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no 
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability 
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of 
or reliance on the contents of and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information 
contained in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own judgment, review and 
analysis, in evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as 
maybe required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query 
from its Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or 
in part) or redistributed in any form to any other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and 
buy sell the securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor 
or have the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from maintaining a 
financial interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which 
is resident or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA 
and its affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and 
issuers that are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. 
This report does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non – US affiliates to effect trades in any securities and is not supplied 
with any understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited. 

Taiwan 

This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific investors who have signed 
recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research. 

Philippines 

This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines 
Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the 
research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, 
tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of 
the markets mentioned in the publication or may have performed other services for the issuers of such securities. 

For relevant securities and trading rules please visit SEC and PSE Link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively. 

United Kingdom 

This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, 
Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Services Authority (“FSA”) and is a member of the London Stock 
Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing 
transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the 
Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe 
Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the 
extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients. 
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This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not therefore be distributed to such Retail 
Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the 
protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. 

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at 
http://www.uk.daiwacm.com/about-us/corporate-governance-and-regulatory. Regulatory disclosures of investment banking relationships are available at 
https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Germany 

This document has been approved by Daiwa Capital Markets Europe Limited and is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is 
regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany. 

Bahrain 

This research material is issued/compiled by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm – 
Category 2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 
Fax No. +973 535113 

This material is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion 
and risk. Accordingly, no representation or warranty, express or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the 
information and opinions contained in this document, Content herein is based on information available at the time the research material was prepared and may be amended or otherwise 
changed in the future without notice. All information is intended for the private use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets 
Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in doubt about the suitability of the product or the research material itself, please consult your 
own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to the content of this material, which may not be redistributed or otherwise transmitted 
without prior consent. 

United States 

This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the preparer’s views 
at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the preparer has any obligation to 
update this report or to continue to prepare research on this subject.  This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any 
recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine 
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of 
DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to such non-U.S. 
entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local 
jurisdiction. Most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as a 
process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report 
should contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000). 
 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who 
prepared this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member 
of the issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during 
the past 12 months except as noted: no exceptions. 
 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any 
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views 
of the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no 
individual analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report. 

The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.  
"1": the security could outperform the local index by more than 15% over the next six months. 
"2": the security is expected to outperform the local index by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months. 
"4": the security is expected to underperform the local index by 5-15% over the next six months. 
"5": the security could underperform the local index by more than 15% over the next six months. 

Additional information may be available upon request. 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the 
following items.  
• In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in 

the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.  
• In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.  
• For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the 

amount of the transaction will be in excess of the required collateral or margin requirements.  
• There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, 

real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.  
• There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
• Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.  

*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of 
each transaction etc.  

 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions 
regarding the signing of the agreement with us.  
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