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Review of 1H10 results of listed power generation companies

Thermal profitability stabilized, while
hydropower earnings surged on higher waters
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Event:

Listed power generation companies have all announced their 1H10 results. For the industry as a
whole, net profit (excl. non-recurring gains and losses, same below) increased 20.8% YoY (thermal:
+16.3% YoY; hydropower: +24.9% YoY). For 2Q10, sector earnings rose 16.3% YoY, with hydropower
surging 87.1% QoQ due to higher water levels. Thermal power companies recorded a 6.5% YoY decline in
earnings as a result of steeper coal prices, but their 2Q10 earnings improved 3.7% QoQ. By region,
thermal power plants in coastal areas fared better, while those in other areas continued to be weak. Some
companies have released 3Q10E earnings pre-announcements showing relatively weak YoY growth, even
though quarterly advancement can still be expected.

Fig. 1: Earnings of the power generation industry and Fig. 2: Quarterly earnings of the power generation industry
sub-sectors (2008-1H10) (Unit: Rmb 100m) and sub-sectors (2Q09-2Q10) (Unit: Rmb 100m)
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% Stabilizing thermal profit and seasonal surge of hydropower profit

In 1H10, the power generation sector posted total net profit of Rmb7.92bn (+20.8% YoY). Of which,
the thermal power generation sub-sector logged earnings of Rmb5.52bn (+16.3% YoY). Yangtze Power
saw earnings of its hydropower segment jump 24.9% YoY (to Rmb2.06bn) as a result of a major asset
reconsolidation completed in Sep 09. Listed power-grid operators enjoyed a rebound in demand and
reported integrated net profit of Rmb340m (+107.4% YoY).

For 2Q10, the power generation sector logged net profit of Rmb5.16bn (+16.3% YoY). In particular,
earnings growth rates for the three sub-sectors were: (i) thermal: -6.5% YoY and +3.7% QoQ;
(i) hydropower: +62.1% YoY and +87.1% QoQ, due to seasonal factors; and (iii) power grid: +451.5%
QoQ, due to rebounding demand and higher self-sufficiency.

Please read the disclaimer section at the end
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Disclaimer

This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any
securities in any jurisdiction. The securities referred to in this report may not be eligible for sale in some jurisdictions. The information contained in this
report has been compiled by CITIC Securities Brokerage (HK) Limited (formerly known as CITIC Capital Securities Limited) ("CSBHK") from sources
that it believes to be reliable and (subject to the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this report are
based on such information and are expressions of belief only and no representation, warranty or guarantee is made or given by CSBHK or any other
person as to its accuracy or completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of CSBHK
as of the date of this report only and are subject to change without notice. Neither CSBHK nor its parent and affiliates accept any liability whatsoever for
any direct or consequential loss arising from any use of material contained in this report or otherwise arising in connection therewith.

The research analyst(s) primarily responsible for the preparation of this research report confirms that (i) all of the views expressed in this research
report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (ii) that no part of his or her recommendation
was, is or will be, directly or indirectly, related to the specific recommendations or views he or she expressed in this report.

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investor. The value of or income from any
investment referred to herein may fluctuate and be affected by changes in exchange rate. Past performance is not indicative of futures results. This report
does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are expected to make their
own investment decision without relying on this publication. Before acting on any advice or recommendation in this report, clients are recommended to
consider seeking professional advice.

CSBHK, its parent and/or affiliates and their respective officers, directors and employees, including persons involved in the preparation or issuance of
this report, may from time to time (1) have a consulting, investment banking or broking relationship with any company referred to in this report; and (2)
have provided significant advice or investment services to the companies referred to in this report. One or more directors, officers and/or employees of
CSBHK, its parent and/or its affiliates may be a director of the issuers of the securities mentioned in this report.

If this report is being distributed by a financial institution other than CSBHK or its affiliates, that financial institution is solely responsible for distribution.
Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information.  This
report does not constitute investment advice by CSBHK to the clients of the distributing financial institution, and neither CSBHK, its parent, its affiliates,
and their respective officers, directors and employees accept any liability whatsoever for any direct or consequential loss arising from their use of this
report or its content.

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this report
is not permitted under the applicable laws or regulations of such places.

This research report may not be reproduced, distributed or published by any person for any purpose without the prior consent of CSBHK. All rights
are reserved.

Regulatory disclosures
° No part of the analyst compensation was, is or will be directly related to the specific recommendations or views contained in this research report.

L] CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in
relation to securities have no disclosable financial interests in the stocks reviewed in this research report.

L] CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in
relation to securities have not received compensation from or mandated for investment banking services in the past 12 months to listed
corporations whose stocks are being reviewed by CSBHK in this research report

° CSBHK and each its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in
relation to securities do not have an individual employed by or associated with them serving as an officer of the listed corporation whose stocks
are being reviewed by CSBHK in this research report

° CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in
relation to securities are not market makers in the stocks reviewed by CSBHK in this research report.

L] Further information on the securities discussed in this report is available upon request.

Investment rating system

Performance of stock or sector relative to MSCI-China Index over next 6 months after research publications

Rating Remark
Buy Relative performance over MSCI-China Index >20%
Overweight Relative performance over MSCI-China Index 5% ~ 20%
Stock rating Hold Relative performance over MSCI-China Index -10% ~ 5%
Sell Relative performance over MSCI-China Index > -10%
NR Not rated
Outperform Relative performance over MSCI-China Index >10%
Sector rating Neutral Relative performance over MSCI-China Index -10% ~10%
Underperform Relative performance over MSCI-China Index > -10%
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