


China Insights Consultancy is commissioned to conduct research and analysis of, and to produce a report on the construction
materials market in the PRC and selected developing countries, at a fee of RMB400,000. The report commissioned has been
prepared by China Insights Consultancy independent of the influence of The Company or any other interested party.

China Insights Consultancy is an investment consulting company originally established in Hong Kong. Its services include
industry consulting services, commercial due diligence, strategic consulting, and so on. Its consultant team has been tracking
the latest market trends in environment, industry, energy, chemicals, healthcare, consumer goods, transportation, agriculture,
e-commerce, finance, etc., and has the most relevant and insightful market intelligence in these mentioned industries.

China Insights Consultancy undertook both primary and secondary research using various resources to construct this report.
Primary research involved interviewing key industry experts and leading industry participants. Secondary research involved
analyzing data from various public 0 G [(Insi)-8(ghts)] TJ ET Q EMC 168/Lang (en-US)>> BDC g 0.000011802 0 792 612 re W*

economic, and political environment in the PRC is expected to remain stable e



Terms and Abbreviations

Abbreviations:
CAGR: Compound Annual Growth Rate C > 2} OKp)Ys
CBCIA:

Note: Terms and abbreviations are presented in alphabetical order.
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1. Overview of the Macroeconomic and Social Development in
the PRC




¥ The macro-economy of the 3 HR S GREfiublic of China
(PRC) has achieved a stable growth between 2016 and
2020. The nominal GDP rose from RMB74,598.1 billion in
2016 to RMB101,598.6 billion in 2020, registering a
CGAR of 8.0%. Meanwhile, the real gross
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Total population and urbanisation rate, the PRC, 2016 -2025E
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T The PRC is the largest country in the world as measured by population, accounting for approximately 19% of the total world population.
The total population increased from 1,382.7 million in 2016 to 1,404.3 million in 2020, with a CAGR of 0.4%. With the implementation of
the three-child policy, the total population is expected to continue to grow in the future, reaching 1,417.9 million by 2025.

¥ During the recent years, the pace of urban construction in









Macroeconomic environment in the PRC

Construction area of real estate enterprises  in the PRC
- With the steady growth of the investment in the real estate industry in the PRC, the construction area of
real estate enterprises has experienced an upward trend over the past five years

Construction area of real estate enterprises, the PRC, 2016  -2025E
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Key analysis

T With the steady development of the PRC real estate industry, the construction area of real estate enterprises has grown steadily from
7,589.7 million square metres in 2016 to 9,267.6 million square metres in 2020, with a CAGR of 5.1%.

T It is expected that the real estate industry in the PRC will continue to develop steadily in the future. The construction area of real estate
enterprises in the PRC will grow to 11,612.4 million square metres in 2025, with a CAGR of 4.6% between 2020 and 2025.

Source: National Bureau of Statistics of China, China Insights Consultancy 9
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Macroeconomic environment in the PRC

Macroeconomic statistics summary of Tibet Autonomous Region
-The economy in Tibet is relatively undeveloped compare to other key regions the Company covered;
However, Tibet has experienced rapid growth in economy and real estate, and is expected to further

expand at a high growth rate

Macroeconomic statistics summary, Tibet Autonomous Region, 2016 -2025E
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Source: National Bureau of Statistics of China, China Insights Consultancy 14



Macroeconomic environment in the PRC

Macroeconomic statistics summary of Chongging city

Source: National Bureau of Statistics of China, China Insights Consultancy 15
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Definition and classification of construction materials in the PRC

classitication or cement

DeTtinition anc

In the PRC

- &HPHQW UHIHUV WR SRZGHU\ K\GUDXOLF LQRUJDQLF 3Eda@gatisod -
into general cement, special cement, characteristic cement by purpose; general cement is the most
widely used cement type since the general cement production accounts for over 95% of total cement

production in the PRC

T Cementreferstoa SRZGHU\ K\GUDXOLF LQRUJDQLF SELQGLQJ’

FRQVWUXFWLRQ PDWHULDO *LYHS Wt

commonly used as a binder in construction settings which hardens, sets and adheres to other materials. Cement is seldomly used alone, but rather to

bind sand and gravel together to produce concrete.

T Cement can be categorised into general cement, special cement, characteristic cement by purpose. General cement is the Portland cement that is
suitable for most industrial and civil construction projects. General cement is the most widely used cement type since the general cement production

accounts for over 95% of total cement production in the PRC.

Range of applications

Applicable

¥ Rapid hardening concrete

¥ High-strength concrete

¥ Prestressed concrete

¥ Concrete used under the
condition of low temperature

Not applicable

T Mass concrete
T Heat resistant concrete

¥ Applicable for almost all kinds of
concrete without specific
requirements

¥ Concrete used for ground and
underwater projects
T Heat resistant concrete

T Rapid hardening concrete
T High-strength concrete
1 Watertight concrete

Categories Code Clinker + gypsum (%)
Pl 100
Portland cement
Pi >=95
Ordinary Portland PO >=80 & <95
cement
>= <
Slag Portland PA 50 & <80
cement
PSB >=30 & <50
Pozzolanic : B
Portland cement | 22 SEEDEL =8
Portland fly -ash B
cement PF >=60 & <80
Composite
>=50 & <80

Portland cement PC

¥ Concrete used for underground
projects
1 Mass concrete

1 Concrete under the condition of
dry environment

¥ Rapid hardening concrete

¥ High-strength concrete

Source: Ministry of Ecological Environment, China Insights Consultancy 19



PRC

-product produced during the manufacturing of cement. It is produced by

Definition of Clinker, the PRC, 2019
¥ Clinkers refers to the by-product produced during the manufacturing of cement. It is produced by sintering limestone and alumino

20
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construction materials in the PRC

Definition and classification of

T Aggregate refers to inert granular material used in construction, including sand, gravel, crushed stone, slag, etc. Aggregate refers to inert granular
material used in construction, including sand, gravel, crushed stone and slag; and it serves as a reinforcement to strengthen the overall composite
material. Aggregates are used to increase volume, stability, resistance to wear or erosion, and other desired physical properties to the finished product.
For a good concrete mix, aggregates need to be clean, hard, strong particles free of absorbed chemicals or coatings of clay and other fine materials that

could cause the deterioration of concrete.
¥ Aggregates can be divided into fine and coarse aggregates, both of which are indispensable in producing concrete. The ratio of coarse aggregate to fine

aggregate in construction can affect the performance of the concrete.

Range of applications

Categories Size Products Silt bearing *
T >=4.75mm Natural sand:
- T River sand
\p 5y e
[ ~.‘ T Mountain
Coarse ®
aggregate
T <=4.75mm
Fine gt
aggregate

21



Definition and classification of construction materials in the PRC

¥ Concrete refers to a general term for engineering composite materials in which aggregates are cemented into a whole by cementing materials. Concrete
is obtained by mixing cement, aggregates, water, and admixtures in a certain proportion, and is widely used in civil engineering.

¥ Concrete can be categorised into cast-in-place concrete and ready-mixed concrete according to different mixing locations, and production and quality
management. Ready-mixed concrete refers to concrete that is specifically batched or manufactured for F XV W R Boddttifion projects, and supplied to
the customer on-site as a single product. It is a mixture of Portland or other cement, water and aggregate. Ready-mixed concrete requires special
production machinery and equipment, and a special mix ratio design.

¥ Compared with the cast-in-place concrete, ready-mixed concrete has the advantages of high product quality, stable and controllable, high work
efficiency, and low environmental pollution, which is in line with the national policies for green development.

Low to
medium
strength

ready -mixed
concrete

Medium to
high strength
ready -mixed
concrete

High
strength
ready -mixed

concrete

22



Production volume of cement, the PRC, 2016-2025E

Forecast

t The production volume of cement in the PRC fell slightly from 2,410.3 million tonnes to 2,236.1 million tonnes between 2016 and 2018, mainly due to the cutting overcapacity
strategy and the production restriction policy for environmental protection. After that, the supply and demand of the market became balanced and the production volume saw
a rise, reaching 2,394.8 million tonnes in 2020. Given that the demand of cement market kept going up for the increasing investment
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Production value of cement, the PRC, 2016-2025E

Forecast

T The production value of the cement experienced a rapid and continuous growth from 2016 to 2020, rising from RMB484.3 billion to RMB840.4 billion, with 14.8%
CAGR, which is mainly due to the increase of the cement price. With the implementation of industry-wide supply-side reform and the strengthened supervision of
environmental protection, the inventory for domestic cement supply dropped to a low level in the PRC, which haSpan <</MCID 91/Lang (en-US)>>BDC /F39.96Tf 100
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Production volume of clinker , the PRC, 2016-2025E

Forecast

¥ The production volume of clinker in the PRC has experienced a steady increase from 1,370.0 million tonnes in 2016 to 1,579.0 million tonnes in
2020, representing a CAGR of 3.6%.

T As the national economic development slowed down, the growth rate of both FAI in the real estate industry and investment in infrastructure
construction decreased slightly. With a lower growth rate of downstream demand and the supply-side reform to decrease the production capacity, the
growth rate of production volume of clinker has been maintained at a relatively low level since 2016, and is assumed to be lower considering the
production restriction of the ongoing carbon-neutral policies for suppliers.

T Despite the negative impact of the 2020 § Butbreak of coronavirus(COVID-19) pandemic had on production of construction materials due to the
stagnation of construction projects, the production volume of clinker in 2020 still increased by 3.7%, which indicates a strong demand of clinker
market. A continuous growth of production volume of clinker is expected to be seen in the coming years since the pandemic has got controlled.

T Driven by the growing investment in infrastructure construction and real estate, the demand and production volume of clinker are expected to
continue to increase. It is predicted that the production volume of clinker in the PRC will reach 1,888.9 million tonnes in 2025,

25



Production value of clinker , the PRC, 2016-2025E

t The

Forecast
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Production volume of

ready -mixed concrete, the PRC, 2016 -2025E

¥ The production volume of tEMC ady

Forecast
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Production value of ready-mixed concrete in the PRC

Production value of ready -mixed concrete in the PRC
- The production value of ready-mixed concrete in China increased rapidly between 2016 and 2020,

Production value of ready-mixed concrete, the PRC, 2016 -2025E
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Key analysis

T The production value of ready-mixed concrete in China has increased from RMB601.7 billion in 2016 to RMB1,146.9 billion in 2020 at a CAGR of
17.5%, maintaining a fast growth between 2016 and 2020. The significant growth between 2016 and 2019 is largely caused by surges in both the
price and production volume of ready-mixed concrete.

T With factories closed in 2020 Q1 due to the COVID-19 pandemic, the production value of ready-mixed concrete in 2020 is roughly the same as that of
2019. However, it is expected that the production value of ready-mixed concrete will recover soon and continue to grow after the pandemic is under
control.

T In the next few years, with the steady increase in the demand for ready-mixed concrete and the further implementation of the de-capacity policy, the
price of ready-mixed concrete is expected to rise steadily. Besides, the production volume of ready-mixed concrete is predicted to continue to
maintain a growing trend. Therefore, it is estimated that by 2025, the total production value of ready-mixed concrete in the PRC will reach
RMB1,543.4 billion, with a CAGR of 6.1% between 2020 and 2025.

Source: Chinese Ministry of Commerce, China Insights Consultancy 28



Production volume of aggregate in the PRC

Production volume of aggregate in the PRC
-The production volume of aggregate in the PRC fluctuated between 2016 and 2020, and is expected to
maintain steady growth in the next few years with the steady increase in downstream demand

<

=~ Production volume of aggregate , the PRC, 2016-2025E
Forecast
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Key analysis

T The production volume of aggregate in the PRC increased from 18,023.0 million tonnes in 2016 to 19,030.0 million tonnes in 2020,
representing a CAGR of 1.4%. The production volume declined slightly in 2018 and 2020 mainly as a result of a stringent regulation in
mining for the purpose of environmental protection and coronavirus.

T Due to the outbreak of coronavirus(COVID-19) pandemic in 2020, infrastructure and real estate construction projects shut down,
resulting in lower demand and production of aggregate. It is expected that the production of aggregate will recover after the pandemic is
fully controlled.

T Given that the demand for aggregate in infrastructure construction and real estate is increasing, the demand and production volume of
aggregate are expected to continue increasing. It is predicted that the production volume of aggregate in the PRC will reach 24,188.0
million tonnes in 2025, with a CAGR of 4.9% between 2020 and 2025.

Source: China Insights Consultancy 29



Production value of aggregate, the PRC, 2016 -2025E

Forecast

¥ The production value of aggregate rapidly increased from RMB1388.3 billion to RMB2,301.0 billion between 2016 and 2020, representing

a CGAR of 13.5%. This corresponds to a rising aggregate price driven by the inventory drop mainly as a result of stringent environmental
protection-related regulations in mining.

T Despite the negative impact of the 2020 § Wutbreak of coronavirus(COVID-19) pandemic had on the production of construction materials
due to the stagnation of construction projects, the production volume of ready-mixed concrete in 2020 still increased by 1.5% caused by
the rising price. A continuous growth of production value of ready-mixed concrete is expected to be seen in the coming years.

T In the next few years, implementation of environmental protection regulations will continue to support a steady rise in price of aggregate,
as well as the prospective growth in the production of artificial sand. The production volume of aggregate is expected to continue to grow
in the next few years driven by the steady growth in infrastructure and real estate construction. Therefore, it is estimated that the total
production value of aggregate in the PRC will reach RMB3,116.1 billion in 2025, with a CAGR of 6.3% between 2020 and
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Regional distribution of cement production in Yunnan province

- Cities in the central parts of Yunnan provinces have higher cement production volume due to the
advanced logistics networks; Diging, Lincang, Lijiang, Dali and Chuxiong are the top five cities In terms
of annual average price of cement

Top 10 cities by volume of cement production,
Yunnan province, 2019

Cement production % of

(million tons) Total

1 Kunming 19.2
2 qung N 5s @B
3 v 153 @B
BV 152 @
5 Wensten [0N94
6 pwer o1
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8 Zhoog 82
0 Beoshn [0 6o
10 lneang [ 68

total cement production volume in Yunnan, respectively. The cities with large volume of cement production are mainly located in the central and northeast parts of
Yunnan province given that it comprises of convenient logistics infrastructures such as Kunming-Hekou Railway, Kunming-Yuxi Railway, etc.

T In terms of annual average price of cement, Diging, Lincang, Lijiang, Dali and Chuxiang are the top five cities with annual average price of RMB553.6 per tonnes,
RMB493.3 per tonnes, RMB475.6 per tonnes, RMB432.8 per tonnes, RMB396.7 per tonnes in 2020, respectively. The annual average price of cement is higher
than the province average level mainly as a result of their relatively stronger economic activities, lower production capacity and higher transportation costs.

Source: National Bureau of Statistics of China(NBSC), China Insights Consultancy 32






Production value of cement, Hunan province, 2016 -2025E Key analysis
CAGR (2016-2020): 11.3% Eoraanst t Located in south-central China to the middle reaches of the
RMB billion  CACR (2020-2025E): 4.5% Yangtze River and south of the Dongting Lake, Hunan
province is one of the key regions across China in terms of
50 46.6 economic development both regionally and nationally. With
44.6 . . L .
42,5 the ever-improving traffic infrastructure such as highway,
40.4 - Lo . . . . S
40 - 36.2 375 38.4 railway, and shipping, both intercity traffic and interprovincial
35.4 i traffic  of Hunan province brings great convenience for
cement transportation. Moreover, Hunan has abundant
30 28.0
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Production value of cement, Yunnan province, 2016 -2025E Key analysis
CAGR (2016-2020): 12.1% t Yunnan province is located in the geographical center of
RMB billion  CACR (2020-2025E): 6.6% Asia, which makes it a key trading hub of Asia. Within
& K L QE2N &hd Road Initiative, Yunnan is home to key road
60 - and railway links to South and Southeast Asian countries,
50.2 such as Laos, Vietham, and Myanmar via the China-
50 1 PR Myanmar-Bangladesh-India Economic Corridor.
40 - 36.6 36.5 38.0 4l F The economic growth in Yunnan Province has boosted the
32.6 market demand for cement. The growth rate of investment in
30 | 29.2 real estate development in Yunnan exceeded the national
23.1 average level, registering a CAGR of 13.8% between 2016
20 and 2020. Therefore, the production volume of cement in
Yunnan province grew at a higher rate than the national
10 - average level over the past five years given that the demand
from real estate construction is higher in Yunnan province.
0

¥ The production value and the production volume of cement
in Yunnan Province increased from RMB23.1 billion and
109.6 million tonnes to RMB36.5 billion and 129.8 million
tonnes, representing a CAGR of 12.1%

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
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Price analysis of construction materials industry in the PRC(2/2)
-The annual average price of construction materials including clinker, aggregate and ready-mixed concrete
experienced a rapid growth between 2016 and 2020, which is mainly due to the production limitation for

environment protection and the de-capacity reforming policies

Source: China Insights Consultancy 41



Cost Structure

t The cost for cement can be divided into fuel, raw materials
and others cost, among which fuel cost accounts for
approximately 50% to 55% of the total cost structure, labor
cost accounts for approximately 20%, and raw material
accounts for approximately 20% to 25%.

1 Coal and electricity are the two common sources served as
fuel during the production process of cement.

¥ Raw materials for production of cement include limestone,
clay, corrective materials, and ancillary materials. Among
them, the cost for limestone is the major

Price analysis
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T The rapid growth of investment in infrastructure construction and the stable investment in real estate
development in China jointly ensure the stable increase in demand for construction materials and will
promote the further development of the construction material industry throughout China. With the
increasing development level of the national economy, residents in the PRC have put forward higher
requirements on infrastructure and housing environment, thus the Government has listed the urban
infrastructure construction as the core of national economy construction. The total investment in
infrastructure construction in the PRC increased from RMB15,201.2 billion in 2016 to RMB17,051.8
billion in 2020 with a CAGR of 2.9%. In the meantime, the investment in real estate development
increased from RMB10,258.1 billion to RMB14,144.3 billion, representing a CAGR of 8.4% between
2016 and 2020.

¥ Infrastructure construction and the real estate industry are expected to experience steady growth in the
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Drivers of the construction  materials market in the PRC

- The major drivers

Key drivers

Increasing urbanisation rate
and promotion of new -type
urbanization and rural
revitalization

Favorable government policies
for environmental protection,
production efficiency and other

factors

drivers of construction materials industry in the PRC(2/2)

Analysis

T As the national economy has entered into a new era of high-quality development, the urbanisation rate

and level of industrialisation have continuously improved. The urbanisation rate in the PRC has
increased from 57.3% in 2016 to 61.6% in 2020, and is expected to reach 65.7% by 2025. With the
rapid urbanization process of the PRC, the continuous urban construction drives the demand for
construction materials.

Besides, The Chinese government actively promoted new-type urbanization, rural revitalization, and

poverty alleviation through transportation infrastructure construction. In March 2019, the National

'"HYHORSPHQW DQG 5HIRUP &RPPLVVLRQ RI &Kyp® Orbanizetdmfer 3. H\ 7D\
" EAM,6“2 A K} L OAGH &i 1 x F), which aimed to optimize plans for urbanization,

strengthen support for transportation networks, promote high-quality urban development, reinforce the

construction of urban infrastructure, accelerate the development of urban-rural integration, and

improve the capabilities for construction and management of municipal infrastructure. The promotion of

new-type urbanization and rural construction will provide support for cement demand.

T Inrecent years, the PRC has successively issued a number of policies and regulations for the

construction materials industry to enhance product standards, energy saving, and emission reduction
and production safety, and further promote the structural adjustment of cement products and certain
high-tech building materials 7KH SROLFLHVY DQG UHJXODWLRQV LQFOXGH "&H!|

High-Quality Development of the machine-PDGH VD QG , 8 @AWW pI\8.)> PQCrH «°
9 "E?+ F), $PHQGPHQW 1R WR WKH 3*HQH EFGR-FRMM¥OP Go& HPHQ W’
Guiding Opinions on Elimination of Backward Production Capacities and Upgrade of Ready Mixed

&RQFUBWAN® $- U> P$":sDY73DECA}Y =2E?+ F  Opinions on Accelerating the
*UHHQ '"HYHORSPHQW RI %XON &HPHQW ;QBRYV\VE 0D G XEIHYIWREKH 3 W
E UL*O! ™M>("# 558" YP <¢°=2E?+ F), etc. These policies and regulations regulated the

market and ensured the sustainable development of the construction materials industry.

Source: China Insights Consultancy

44



Future trends of the construction  materials industry inthe PRC

Future Trends of the construction materials industry in the PRC
- The key future trends of construction materials industry of the PRC include promotion of green

development, persistent supply-side structural reform and adoption of information and energy
conservation technologies in cement production

Future Trends Key Analysis
¥ As the construction materials industry develops and upgrades, green, environmentally friendly and
0 energy-efficient construction materials have become the mainstream of the construction market. In June
WKH 6WDWH &RXQFLO RI & K& Bctiol RMahHoG\WiviKrd the Blué ISky Defense
. % DWR%CET;, _ N?2> PAxH F), which required the cement industry to continuously eliminate
Promotion of . . I . . X . X
reen excess capacity and strictly prohibit new production capacity. This series of measures will help the cement
devglopment industry to eliminate obsolete capacity as well as strengthen the prevention and control of pollution. In

March 2020, the National Development and Reform Commission, the Ministry of Natural Resources, the
Ministry of Industry and Information Technology, and the Ministry of Ecology and Environment jointly
issued the "Guiding Opinions on Promoting the Healthy and Orderly Development of the Sand and Stone
Industry"(E © AQF .8.)> P>i?A °=2E?+ F), which encouraged and supported the
comprehensive utilization of waste rock, slag, and tailings and other gravel resources to achieve "turning
waste into treasure".

T At present, the problem of serious overcapacity in the cement industry has not been fundamentally

Persistent resolved, and structural contradictions still exist. Supply-side structural reform is and will continue to be the
supply -side key to the sustainable and healthy development of the cement industry. Policies and measures such as
structural VWDJJHULQJ SURGXFWLRQ DQG FDSDFLW\ UHSODFHPH® Wv&YeaO EH VWL
reform 30D@ B ?20H )period.

¥ Cement construction materials manufacturers are increasingly adopting information and energy
conservation technology to support automation and process control, reduce fuel consumption, increase
production, and improve product quality. For instance, in the production processes, since cement plant
r‘y/- - equipment and processes can be monitored digitally with information technology, manufacturers are
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Risks and challenges of the construction materials industry in the PRC
-The main challenges of the PRC ready-mixed concrete industry include the rising upstream raw
materials price, the fluctuation of energy cost, the fluctuation of cement price, and the tightening

supervision on the production process

Rising upstream raw

materials price

46



Impact of the Novel Coronavirus
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3. Competitive landscape of the concrete market in
the PRC




Competitive analysis of the cement market in terms of revenue in China

- The Company is one of the leading market player in the cement market in China and ranked the fifth
among all cement manufacturers in terms of operating income generated from cement business

t The cementindustry in China is relatively concentrated with top 5 cement manufacturers accounting for 33.6% of market share in terms of revenue generated from cement business in China,
and almost all leading cement manufacturers are listed companies. In 2020, the Company generated approximately RMB21.9 billion of revenue from its cement business and was ranked fifth
among the leading Chinese cement manufacturers in terms of revenue.

} Besides, as of December, 2020, there were a total number of nine production lines for cement and clinker in Tibet, three of which were owned by the Company and two of which were owned
by the company that the Company invested.

Based on our industry knowledge, we believe that the & R P S D @44 &f other distributors for sales of products is generally in line with industry practice.

7KH 0 $ WUHQG LQ &KLQDYV FHPHQW LQGXVWU\ KDV OHG WR D IXUWKHU L QFU thasvaHoptéd pelRiesNHatdrefdRsigirdd @ Attb2iaté tReQ W |
consolidation of the cement industry, promote modernization and improve energy-efficiency and environmental friendliness. From 2013 to 2020, the number of cement companies decreased
from approximately 3,800 to 2,800 since many leading players have taken actions in mergers and reorganization. As large-scale state-owned enterprises and leading companies conducted
successive M&A activities such as the acquisition of small-and-medium cement manufacturers has reduced industry competition and created operational synergies, allowing leading market

H
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Overview of the top five cement manufacturers in China

Overview of the top five cement manufacturers in terms of revenue generated
from cement business in China

Time of Headquarter Focused regions and Iétsé%ng
Manufacturer V. QDPH,\ichment VY] ORFDWLRQ countries ARESPDOUNY SEFERNIWIRAOLE -
ﬁ T East China, Northeast China,
. Southwest China and South t The largest manufacturer for building
China Natidﬁr%f Building 1984 Beijing Central China materials and an integrated service Listed
Material Co., Ltd. t Germany, India, Mongolia provider leading throughout the world
and Africa
_________ P
R e e i i -
Anhui Conch Gement Co.. 1997 Anhui 1 East Chl_na, South China and 1 A.Iarge state-owned cement and Listed
Ltd. West China clinker manufacturer.
FKR t Nationwide, focusing on + Subsidiary of China Resources Co.,
o conemy Guangdong, Guangxi, Fujian, Ltd.
China Resources Cement 2003 Guangxi Hainan, Yunnan, Guizhou, t A large-scale and state-owned Listed
HoIdings Ltd. Shanxi, Inner Mongolia and cement, clinker and concrete
Hong Kong producer in Southern China
‘ B 2 t Nationwide, focusing on
Tangshan Jidong Cement 1994 Beijing B_eljln_g, Tm_rum, Hebei, _ t The largest st{;\te-owned cement Listed
Co. Ltd Liaoning, Jilin, Inner Mongolia manufacturer in northern China
v ’ and Shaanxi

&

1 Nationwide, focusing on T One of the earliest enterprises in the

ETEg . Central China, Southwest SREQEYY FAPRQU LEE X U_\
The Company 1907 Hubei China t The first A&B-share listed company in Listed
+ Tajikistan and Cambodia fche China's building materials
industry

¥ The cementindustry in China is relatively concentrated, characterized by an overall national over-production capacity issue with varying degree across different
regions.
¥ Someofthe &4RPSDQ\fV FXUUHQW DQG SRWHQWLDO FRPSHWLWRUV PD\ KDYH EHWWHU EUD Qit&elptitindral Q L W L R C
greater financial, technical or marketing resources than the Company does.
T Due to the continuing overcapacity in the cement industry in recent years and increasingly fierce market competition, we bear the risk of business concentration
and our profitability and business operations may be adversely affected if any adverse changes occur in the cement industry in the PRC.
t The gross profit margin of our aggregate segment decreased from 66.5% in the six months ended June 30, 2020 to 63.5% in the six months ended June 30,
2021, mainly due to the increased operating costs of expenses in relation to outsourcing activities for mining, partially offset

Source: China Insights Consultancy 50



243.6

Top five 53.7%
manufacturers

Others 46.3%
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Rank
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-
Competitive analysis of the cement market in terms of cement production
capacity in China
- The Company is a leading cement manufacturer in China, which ranked fifth in terms of cement
production capacity in China

Ranking of top five Chinese cement manufacturers in terms of cement production capacity, China, 2020

Rank Manufacturer 1V QDPH P rOdl.JCtlon v_o_Iume of cement Market share
in China (million tonnes)

1 % China National Building Materials Group Corporation 501.4 16.2%

Note: The leading five manufacturers are all listed companies. The production capacity of cement in China in 2020 for the top 5 manufacturers (except for the Company) were
HVWLPDWHG E\ &,& EDVHG RQ WKHLU DQQXDO UHSRUWYV LQGXVWU\ SXE O LeFa@ thav4uERINafsIEy @nG convilexitylbf thélssop DEOH WKL
involves adjusting for certain factors and changes, certain margin of error or bias cannot be excluded, which may cause this ranking result not being absolute or unique.

Source: China Insights Consultancy g3



Competitive analysis of the clinker market in central China

- The Company is a leading market player in the cement market in central China and ranked the first
among all cement manufacturers in terms of operating income generated from cement business in
central China

Ranking of top five cement manufacturers in terms of operating income generated from cement business, central

China, 2020
ProducUo_n Market
Rank Manufacturer fV QDPH capacity H
123.0 (million tonnes) share
Top five 27.4% 1 The Company 8.5 6.9%
manufacturers =~~~ - - - -
2 China United Cement Corporation* 7.8 6.3%
3 Tianrui Cement Group Co., Ltd. 6.0 4.9%
th 726%
Others ° 4 South Cement Co., Ltd.* 5.9 4.8%
5 Anhui Conch Cement Co., Ltd. 55 4 5%
Sub-total 33.7 27.4%
Total production value of Others 89.3 72.6%
cement in central China in
2020 Total 123.0 100.0%

Note 1: China United Cement Corporation and South

T The total market size of cement in terms of production value in central China was RMB123.0 billion in 2020, accounting for 14.6%
of total cement production value in China. The cement industry in central China is relatively concentrated with the top five
manufacturers accounting for 28.9% of the market share. The Company was the largest manufacturer in central China with an
operating income generated from cement business of RMB8.5 billion, accounting for approximately 6.9% of the total market

Source: CCA, China Cement Net, China Insights Consultancy 54



Ranking of top five Chinese cement manufacturers in terms of cement production capacity, central China, 2020

Rank Manufacturer 1V QDPH P rOdl.JCtlon v_o_Iume of cement Market share
in China (million tonnes)

1 The Company 57.8 14.3%
. Farmi CementGrowp Co, L. o o
s nchui Conch CementCo. Ld. w6 1%
A SouhCement Coua. s "
s ChinaUnied CementCorporation ae 7%
- sbowl w7 aeee
- ohes wes s
- el ams 0w

Note: The production capacity of cement in central
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-
Competitive analysis of the cement market in terms of cement production

capacity in central China

- The Company is a leading cement manufacturer in China, which ranked first in terms of cement
production volume in central China

Ranking of top five Chinese cement manufacturers in terms of cement production volume, central China, 2020

Rank Manufacturer 1V QDPH P rOdl.JCtlon v_o_Iume of cement Market share
in China (million tonnes)

1 The Company 33.6 10.2%
. FemiCementGrowpCo,te. w1 "
s mhui Conch CementCoLid. us 706
A SouhCement Coua. uo 70
s CrinaUnited CementCorporation ws s
- sbowl wn _—
- ohes wmo Lavh
- el mar 0w

Note: The production capacity of cement in central China in 2020 for the top 5 manufacturers (except for the Company) were estimated by CIC based on their annual reports,
LQGXVWU\ SXEOLF DUWLFOHV DQG RWKHU UHSXWDEOH WKLUG SDUW\uV \sBojdirvblwes adfustivg for ¥eakh fhEtdrsanivcidnyésV X FK GLY
certain margin of error or bias cannot be excluded, which may cause this ranking result not being absolute or unique.

Source: China Insights Consultancy gg



Overview of the top five cement  manufacturers in central China

Overview of the top five cement manufacturers in terms of production
capacity of the clinker in central China

ODQXIDFW XU H UTine of Headquarte Focused regions and
name establishment UVY ORFDWLR Qountries

@ + Nationwide, focusing on T One of the earliest enterprises
A Central China, LQ WKH &KLQDYVY FHPHQW LQGX

The Company 1907 Hubei Southwest China t The first A&B-share listed Listed
company in the China's
building materials industry

&RPSDQ\IV EDFNJUR%SQQ?
Status

t Tajikistan and Cambodia

ﬁ ¥ Nationwide, focusing on T Subsidiary of China National
Chi Wﬁ ited Shandong, Jiangsu, Building Materials Group
'g:me”r'ﬂe 1999 Beijing Henan, Hebei, Anhui, Corporation Listed
Cor . Shanxi, Inner Mongolia, t A large state-owned cement
poration : _
Sichuan and Beijing enterprise group
b
- t Nationwide, focusing on T Subsidiary of Tianrui Group Co.,
Tianrui Cement 2000 Henan Henan, Liaoning, Anhui Ltd. Listed
Group Co., Ltd. and Tianjin  Alarge cement manufacturer
ﬁ T Nationwide, focusing on T Subsidiary of China National
I .. . - - .
i A Zhejiang, Shanghai, Building Materlals Group
South Cement Co., 2007 Zhejiang Jiangsu, Anhui, Hunan, Corporation Listed
Ltd. Jiangxi, Fujian and A large state-owned cement
Guangxi enterprise
@ e, !
Anhui Conch 1997 Anhui T East China, South China 1 A large state-owned cement Listed

Cement Co., Ltd. and West China and clinker manufacturer.

Source: China Insights Consultancy g7



Time of Headquarte  Production capacity Market
RENLC ETlEEiEr Y ©BIPR establishment rs' location (million tonnes) share SRIPSRQUIY EDIPNJTIR Qe
¥ One of the earliest enterprises in
. WKH &KLQDYV FHPHQW LQGX
0,
. A2 217 L e 2 Wit the first A&B -share listed company
in the building materials industry
. ¥ Subsidiary of China Gezhouba Group
2 China Gezhouba Group 2011 Hubei 14.9 22.5% Co., Ltd. and is known as "China's
Cement Co., Ltd. "
granary’
3 Asia Cement (China) Holdings
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Entry barriers

Key Analysis

¥ New entrants are subject to production requirements and environmental-friendly standards in
relation to cement production processes in China. Governmental authorities have launched

¥ The cement industry is highly capital intensive, so the capital sourcing capability is
fundamental to cement manufacturers. Cement enterprises, especially new entrants,
require a substantial amount of capital to build their production facilities, purchase
production equipment and develop and implement new technologies. Due to the long
construction period of cement projects, a large amount of capital is also needed to
PDLQWDLQ FRPSDQ\TY QRUPDO RSHUDWLRQ
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.H\ VXFFHVV IDFWRUV RI &KLQDY PHQW PD

Achievement of
economies of scale

Leading production and
market layout

Extension of industry
chain

Brand reputation and

wide

T Achievement of economies of scale plays a key role for cement manufacturers in maintaining their

competitiveness in the cement market. Leading players in cement market in China are all large cement
producers in terms of production capacity in the region where they are located. They achieve such
economies of scale through continuous technological upgrade or acquisitions. With economies of scale,
cement manufacturers can obtain the cost advantage over small enterprises and be more capable of
researching and developing new technologies, so that they can rapidly expand their production
capacity by constructing more cement production lines and improve production efficiency in order to
hold the key to success..

T Leading cement manufacturers tend to have a leading production and market layout. Their target

markets are among the fastest growing economic areas in China with rapid industrialization and
urbanization development. Leading players are such well positioned that they are able to capture
growth opportunities in the cement and construction industry. In addition, production facilities of key
market players are mainly located near the raw material resources. Considering the weight and bulky
nature of cement, convenient access to resources can save a huge amount of transportation cost and
improve the production efficiency of these market leaders.

T Large cement enterprises are now exploring opportunities for the extension of cement industry chain in

the regions where they have business operation. Through the development of concrete, aggregates,
and other cement production related business, leading cement manufacturers can leverage on the
synergetic advantages of them, promote the integration of industrial development and further
consolidate their core competitive advantages.

Source: China Insights Consultancy g1



4. Analysis of the export market for  major construction
material market in the PRC




Production volume of cement in the selected developing countries

Production volume of cement In the selected developing countries
-The developing economy and the increasing urbanisation and industrialisation of the selected
developing countries propel the demand for construction materials, with increasing production volume of
cement; the production volume of the five selected developing countries reached 44.5 million tonnes in
2020

Production volume of cement, Kyrgyzstan, Tajikistan, Tanzania, = Cambodia, Nepal, Uzbekistan, 2016 -2025E

CAGR 2016-2020 2020-2025E
Million tonne Kyrgyzstan 7.0% 6.4%
70 Tajikistan 20.4% 10.3% 68.7
¥ Tanzania 9.2% 6.8% Forecast 63.8 :
60 - B Cambodia 14.5% 8.9% 59.0 22
B Nepal 23.3% 11.0% 54.1 é; 63
50 J I uzbekistan 9.9% 8.2% 49.4 : 8.5
Total 14.3% 9.0% 445
41.3 1.7
40 2.0 4.2 11.2
4.2
se -
. 6.5
30 26.2 27.5 : 9
74 ' 18.2
20 -
10.2
10 -
17.4
11.0 12.5 13.8
O .
2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Key analysis

T Kyrgyzstan, Tajikistan, Tanzania, Cambodia, Nepal and Uzbekistan produced a total of 44.5 mt of cement in 2020. Specifically, production volume of cement in
Tajikistan and Nepal experienced higher growth rate during the past few years, with a CAGR of 20.4% and 23.3% between 2016 and 2020, respectively.. In
comparison, the grow rate of cement production volume in Kyrgyzstan experienced relatively lower growth rate.

T Rapidly developing economy, as well as the increasing urbanisation and industrialisation of the selected developing countries, fuel the demand growth for
construction materials, especially cement. It is expected that by 2025, the total production volume of cement in Kyrgyzstan, Tajikistan, Tanzania, Cambodia, Nepal
and Uzbekistan will reach 68.7 million tonnes, with a CAGR of 9.0% between 2020 and 2025.

Source: National Bureau of Statistics of Cambodia, Nepal, Tajikistan, Kyrgyzstan, Uzbekistan, China Insights Consultancy 63



Competitive analysis in the selected developing countries

Competitive analysis of the cement market in terms of production capacity in

the selected developing countries(1/2)
- Among all the selected developing countries, Tajikistan and Kyrgyzstan have relatively high market
concentration, while Nepal has lower market concentration and largest number of market players

Competitive analysis of the cement market in terms of production capacity, Tajikistan, Cambodia, Kyrgyzstan, 2020

Number Leading companies Market concentration
;—Ot"’.ﬂ cement of Companies in terms of in terms of
production - Capacity P cement production capacity cement production capacity
# =5 million 8 I )V Huaxin Gayur Cement LLC
tonnes . .
¥ international Manufacturing Company
Tajikistan Chzhungtsai Mohir Cement LLC
others
1 ~10 million 15 Bl Chip Mong group
tonnes I conch International Holding
SCG Cement
Cambodia HuaXin Cement Co. Ltd
Thai Boon Roong Cemnet Co
1 ~3.6 million 5
tonnes
Kyrgyzstan

Source: CemNet, Global Cement, China Insights Consultancy g4



Competitive analysis in the selected developing countries

Competitive analysis of the cement market in terms of production capacity in

the selected developing countries(2/2)
- Among all the selected developing countries, Tajikistan and Kyrgyzstan have relatively high market
concentration, while Nepal has lower market concentration and largest number of market players

Number Leading companies Market concentration
JOte.ll cement of companies in terms of in terms of
cureelion - (S oy P cement production capacity cement production capacity

Tanzania

Uzbekistan **

Nepal

Source: CemNet, Global Cement, China Insights Consultancy g5



7KH 3% HOW DQG 5RDG ,QLWLDWLYH"

T The 2% HafdVRoad , Q L W L BI&Y knvwi as the Silk Road Economic Belt and the 21st-century Maritime Silk Road, was first unveiled by President of the
PRC Xi Jinping in September 2013.

T In March 2015, the National Development and Reform Commission, the Ministry of Foreign Affairs, and Ministry of Commerce of the PRC jointly issued the
$9 LV arRi@ctions on Jointly construction Silk Road Economic Belt and 21st-Century Maritime Silk 5R D GE b §0330 +D%3E& |A 21L36# @330«
D%,°NZ ¥8=>, F). It pointed out that on land, the Initiative will focus on jointly construction economic corridors by
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Type Name Location Investment Schedule Target Content
Phnom Penh- Approximatel Started from Funded by the China Road and Bridge Corporation, the new
Expressway Sihanoukville Cambodia UZFE)Z 0 biIIiox 2019 190 km in length expressway will act as an efficient link between the capital city Phnom

Expressway ' Penh and the coastal city Sihanoukville

Birgunj-Kathmandu

and Rasuwagadhi-  Nepal, India, Approximately Preliminary 287 km in lenath The project aims to connect Kathmandu to both India and China by
Kathmandu the PRC USD7-8 billion preparation 9 railways

Railway
Railway
Xinjiang- Persian the PRC,

Gulf Railway Kyrgyzstan,
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Drivers Description

t The infrastructure construction in the selected developing countries is relatively backward, especially in Tajikistan, Kyrgyzstan,
Uzbekistan and Cambodia, leaving a large space for further enhancement. As a result, the Governments of these Asian countries
have successively proposed short-term and long-term infrastructure development plans tOv-(ts)-e4(t 625(de)4(v)6(el)7(op)4(m)-21(en)4(t

Growing demand for
infrastructure construction
in Asia
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Challenges of construction materials market in the selected developing countries

uture Trends and challenges of construction materials industry in the

selected developing countries

- The key future trends and challenges of construction materials industry in Cambodia, Nepal and Central
Asian countries include political stasis and security issues, personnel and equipment management

and
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Real GDP growth rate, Cambodia, Nepal, Tajikistan, Kyrgyzstan,
Uzbekistan, 2016-2025E Key analysis

T Kyrgyzstan, Tajikistan, and Uzbekistan are located
in Central Asia, a region that stretches from the
Caspian Sea in the west to China and Mongolia in
the east, and from Afghanistan and Iran in the
south to Russia in the north. Despite that Central
Asian countries have experienced high rates of
economic growth in recent years, their economies
still have huge development space compare to
other developing countries.

T Central Asia has historically been closely tied to its
nomadic peoples and the Silk Road. In 2013, The
PRC has put forward the 3% ta@dVRoad ,QLWLDW
and carried out in-depth cooperation with Central
Asian countries, which led the PRC one of the key
economic players in Central Asia.

¥ Cambodia and Nepal are located in Southeast and
South  Asia
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T The urbanisation rate in Nepal, Cambodia, Tajikistan, and Kyrgyzstan are relatively lower and increased steadily between 2016 and 2020. In 2020,
the urbanisation rate in Nepal, Cambodia, Tajikistan, and Kyrgyzstan are 20.6%, 24.2%, 27.5%, and 36.9%, respectively. It is expected that with the
continuous advancement of infrastructure construction, the urbanisation of Nepal, Cambodia, Tajikistan, and Kyrgyzstan will continue growing in the
future.

T The urbanisation rate in Uzbekistan is the highest, compared to the other four countries, with a slight decrease over the past few years. The slowly
3G M UEDQ lirgbddwias mainly driven by a faster growth rate of its rural population. However, most of its cities still experienced fast growth over
the past few years, and the urban construction demand is expected to continue to grow.

¥ Compared with other developed
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Nominal GDP of the construction industry

, Cambodia, Nepal, Tajikistan, Kyrgyzstan,

Uzbekistan, 2016 -2025E
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