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Market Singapore stock exchange Closing Price
Sector Chemical Manufacturing BUY S%O 245
Reuters CHSN SI H = o
Bloomberg csscse  (Maintained) Target Price
POEMS CSS SG S$0.29 (+18.4%)
Price e 3Q11 revenue 1 16.3% to RMB310.6 m, net profit | 16.6% to RMB28.2 m

Last Price 0.245 e Another quarter of record sales volume, however net profit negatively impacted by higher
52w k High (1/6/2011) 0.36 operating expenses
52wk Low (8/10/2011) 0.22 e Maintained Buy with reduced target price of $0.29

Shares Outstanding (mil) 491.499

Market Cap (S$ mi) 120.42 Revenue was RMB310.6m (+16.3% y-y, -1.1%% qg-q), net profit was RMB28.2m (-16.6% Y-y,

Avg. Daily Turnover (mil) 0.06 -24.2% q-q). 9MFY11 revenue and net profit are 86% and 69% of our full year estimates. The

y-y improvement in revenue stemmed from higher ASP and sales volume. This is the second

0,
:Eeexfloat(A:) 32'% consecutive quarter of record sales volume achieved by the company. Average ASP for the
PB((X)) 0'81 quarter was RMB19.6K/ton. Despite increases in raw material cost, gross profit margin

managed to stay quite constant at 24.9%. However due to higher operating expenses, net

profit margin dropped to 9.1% from 12.7%.
Price performance %

™ 3M 6M Local and international sales breakdown was 64% and 36% respectively. On a volume basis,

Absolute 2.1% 4.3% -9.3% local sales picked up 9% and 10% y-y and g-q. International sales increased 8% y-y but
Relative -6.2% 5.1% -0.4% declined 13% g-g. However revenue from international sales was 40% higher compared to
the same period last year. We understand from management that this was due to higher

0471 | cssc sp STl (rebased) | pricing of rubber accelerator sold to Japan as local supplies were disrupted due to the March

tsunami. In fact International revenue had shown a marked increase from 2QFY11.

We continue to see strong demand for rubber accelerator, which is the core product for the
03 | company, accounting for 81% of volume and 88% of revenue. Insoluble sulphur saw 59% and
30% increase in demand y-y and g-g. TMQ remains as the lagging product with 52% and
46% drop in sales y-y and g-q. Based on the sales volume, we estimate annualized utilization

02571 was 87%, 68% and 23% respectively for rubber accelerator, insoluble sulphur and TMQ.

0.2 +

Results highlights

3Q11 3Q10 % chg 2Q11 % chg
310.6 267.1 16.3 314.2 (1.1)

0.15

| | | Revenue (RMB’'m)
09-Nov-10  09-Mar-#1  09-Ju-11  09-Nov-11

Gross profit (RMB’'m) 77.3 65.3 18.4 77.0 -
, . Net profit (RMB'm) 28.2 33.8 (16.6) 37.2 (24.2)
Major Shareholders % EPS (RMB cents) 5.91 7.07 (16.4) 7.79 (24.1)
1 Success More Group 59.74 GPM (%) 24.9 24.4 0.5ppt 24.5 0.4ppt
NPM (%) 9.1 12.7 3.6ppt 11.8 2.7)
Domestic sale (RMB’'m) 156.7 157.6 - 169.0 (7.3)
International sale (RMB’'m) 153.9 109.5 40.5 145.2 5.9
Analyst
#ele K%I(5J605)3'1C1|e:s/é\5 Conso'  Profits EPS DPS BV ROE P/E Yield P/BV
D .
ng - +65 63367607 Ending (RMBm) (SGcents) (SGcents) (SGceents) (%) (X) (%) (x)
Email : leekj@phillip.com.sg 12/08 A 106.7 4.35 0.97 22.31 19.7 563 40 1.10
Web - www.poems.com.sg 12/09A 883 3.68 2.00 25.11 147 665 82 098
1210 A 1153 4.83 1.00 28.98 16.7 507 4.1 0.85
MICA (P) 004/01/2011 12M1E 1072 4.49 0.94 32,52 138 546 3.8 0.75
Ref No: $62011_0310 12M2/E 1107 464 0.84 3627 128 528 34 068

® PhillipCapital
N, (our Partner In Finance



China Sunsine Chemical Holdings Ltd 9 November 2011

Fig 1. Quarterly revenue, net profit vs gross margin and net margin
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Source:Company, Phillip Securities Research

Fig 2. Sales vol vs ASP Fig 3. Sales Vol (‘000 ton) breakdown
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Operating expenses was higher in the quarter leading to lower net profit (-16.6% y-y, -24.2%
g-q). Of particular note were higher administrative expenses (RMB23.2m: +28% y-y, +27% @-
q) and higher taxes (RMB14.7m: +133% y-y, +6% q-q). Classified under administrative
expenses was a City Construction and Education tax item which the local government had
imposed from this year onwards. Corporate tax rate was restored to 25% from 1 Jan 2011
from the reduced rate of 12.5% previously.

The company took on additional RMB30m of bank loan in the quarter. Total bank debt is now
RMB110m.

The relocation process from facility 1 to facility 3 has been completed. Facility 3 has also
commenced production since April 2011. Most of the schedule constructions are already
completed. The company is now conducting trial production for 4ADPA, the intermediary
product for 6PPD. Commercial production for 6PPD is expected in 1QFY12.

We adjust up our ASP assumption as well as higher administrative and tax expenses as we
were slightly conservative on these previously. As a result, we revise our FY11 revenue up by
15.7% but lower net profit by 5.4%. On a full year basis, we expect FY11 net profit to
decrease 7% compared to FY10. We continue to like the company, given its leadership
position in the industry. Strong demand of the rubber accelerator is testament of the fact.
However the other product groups have met with limited success. The next growth driver
would be the successful launch of the 6PPD. At the current stage, we have not factor in any
contribution from this product. Share price is currently trading at 5.5x FY11 earnings, in-line
with the 3 year T12M PE average. We believe market is pricing in uncertainty with regard to
the reception of 6PPD. We too believe share price will stay subdue until actual launch of
6PPD. We are ascribing a 10% market leader premium to 3-year PE average which gives us
a target price of $0.29.
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Fig 4. 3 year P/E chart
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Financials

Profit (Rmb mil) | 20082009 2010 201 | 2012E

Revenue 797.9
Cost of goods sold (5711)
Gross Profit 226.8

Other op income/ costs (net) 9.9

Admin costs (60.8)
Selling & distribution (28.3)
Profit from operations 128.5
Finance costs 04)
Exceptional costs 0.0
Profit before tax ©28.1
Income tax (214)
Net profit 106.7

784
(558.2)
1$60.2
06
(42.8)
(23.5)
045
(14)
0.0
03.1
(4.8)
883

9914
(767.3)
2241
05
(50.4)
(35.5)
887
(3.5)
0.0
852
(20.0)
15.3

11815
(8912)
290.3
(52)
(74.9
(39.0)
62.1
(5.8)
0.0
156.2
(49.9
072

1946
(928.0)
2666
(0.9
(712)
(418)
535
(5.8)
00
ur7
(36.9)
107

(Growth & margins (%) | 2008 2009|2010 201 | 2012E

Gross margin 28.4%
Net profit margin 1B4%
Revenue growth 28.8%
Net profit growth 40.3%
EP S growth %.3%

22.3%

12.3%
-10.0%
-7.3%
-16.4%

22.6%
16%
38.0%
30.5%
311%

24.6%
9.1%
0.2%
-7.0%
-7.0%

22.3%
9.3%
11%
3.3%
3.3%

Caen ilow (Rmomin 2008 L 2000|200 zotte [ 2u e

Profit before tax £°8.1
Depreciation and amortization 1.5
Other operating cash flow (5.9
Tax paid (B6.7)
Working capital changes 0.7
Net operating cashflow °7.7
Capex (77.3)
Other investing cashflow 66.9
Net investing cashflow (104)
Div paid (25.0)
Changes in borrowings (3.2)
Purchase of treasury shares 6.7)
Other financing cash flows 05
Net financing cashflow (44.4)
Changein cash 729
Cash and eqv at beginning ms
Cash and eqv at end 184.2

Source: Company, Phillip Securities Research

25.3
(4.5)
(163)
(72.0)
372
(57.3)
217
(35.6)
(216)
29
(6.3)
70
(9.4)
(7.8)
184.2
057

23.6
(6.7)
(235)
(46.9)
818
(74.19)
286
(45.4)
(23.3)
400
00
06
73
(46.4)
764
5.1

156.2
29.1
45
(428)
(97.6)
494
(1003)
13
(99.0)
(225)
0.0
00
0.0
(284)
(77.9)
10.0
872

ur7
288
50
(369)
50
595
(0.3)
09
(94)
(213)
00
00
00
@79
229
52.1
270.1
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Balance sheet (Rmb mi) | 2008 2009|2010 | 201iE | 2012€ |

Cash & equivalents 184.2 195.7 165.1 87.2 2101
Trade receivables 1012 812 2422 2849 2684
Other receivables 85.6 96.5 62.9 90.0 90.0
Inventories 66.2 54.3 773 855 89.0
Other current assets 400 224 773 0.0 0.0
Total current assets 4772 550.1 5475 5475 6574
Plant and equipment 162.5 841 328.1 400.2 382.7
Other long-term assets 327 320 322 313 304
Total non-current assets 185.1 2161 360.3 4315 413.0
Total assets 662.3 766.2 907.8 979.0 1070.5
Trade payables 95 33.8 328 488 50.8
Other payables 499 521 85.8 50.0 50.0
Short-term borrowings 371 50.0 90.0 90.0 90.0
Other current liabilities 254 5.9 76 1B.9 1B.9
Total current liabilities 1218 618 216.1 2027 204.7
Long term borrowings 0.0 0.0 0.0 0.0 0.0
Other non-current liabilities 0.0 0.0 0.0 0.0 0.0
Total non-current liabilities 0.0 0.0 0.0 00 0.0
Total liabilities 218 618 216.1 2027 204.7
Shareholders' equity 540.5 5994 6917 776.3 865.8
Total equity & liabilities 662.3 7512 907.8 979.0 1070.5
e [ ) 2 ) ]
EPS (RMB cents) 218 232
Diluted EPS (RMB cents) 218 ’8.5 24.1 22.4 232
DPS (RMB cents) 4.87 9.02 473 471 4.20
EPS (SG cents) 4.35 3.68 4.83 449 464
Diluted EPS (SG cents) 4.35 3.70 4.83 449 464
DPS (SG cents) 0.97 2.00 100 0.94 0.84
NAV (RMB cents) me 256 %49 162.6 1814
NAV (SG cents) 223 251 29.0 325 36.3
KeyRatios | 2008| 2009 2010] 20TIE | 2012E]
ROA (%) 6.1% 15% 27% 10.9% 10.3%
ROE (%) ©.7% WB.7% 16.7% 13.8% 12.8%
Valuation [ 2008] 2009] 2010 201E| 2012E
P/E (X) 5.63 6.65 5.07 5.46 5.28
P/B (X) 110 0.98 0.85 0.75 0.68
Yield (%) 40 8.2 41 38 34
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Ratings History

China Sunsine Chemical Holdings Ltd

BUY 9 November 2011 0.245

BUY 15 August 2011 0.235 0.32
BUY 27 April 2011 0.28 0.36
BUY 3 March 2011 0.27 0.36
BUY 21 January 2011 0.315 0.36
BUY 2 November 2010 0.275 0.36
BUY 29 September 2010 0.245 0.35
BUY 4 August 2010 0.245 0.35
BUY 30 April 2010 0.25 0.34
BUY 1 March 2010 0.235 0.34
BUY 7 January 2010 0.235 0.34
HOLD | 17 March 2009 0.16 0.18
BUY 10 November 2008 0.20 0.27

Phillip Research
Stock Selection
Systems

TRADING BUY

3QFY11 results
2QFY11 results
1QFY11 results
FY10 results
Update
3QFY10 results
Visit note
2QFY10 results
1QFY10 results
FYO09 results
Update

FYO08 results
Initiate coverage

Closing Fair
price (S$) | value (S$)
0.29

Share price may exceed 10% on the upside over the next 3
months, however longer-term outlook remains uncertain

>15% upside from the current price
HOLD -10% to 15% from the current price

SELL >10% downside from the current price

TRADING
SELL

Share price may exceed 10% on the downside over the next 3
months, however longer-term outlook remains uncertain

We do not base our recommendations entirely on the above quantitative return
bands. We consider qualitative factors like (but not limited to) a stock’s risk reward
profile, market sentiment, recent rate of share price appreciation, presence or
absence of stock price catalysts, and speculative undertones surrounding the
stock, before making our final recommendation
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This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City Tower, Singapore
179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of Singapore ( “Phillip Securities
Research”). By receiving or reading this publication, you agree to be bound by the terms and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced distributed or published by you in whole or
in part, for any purpose. If you have received this document by mistake, please delete or destroy it, and notify the sender immediately.
Phillip Securities Research shall not be liable for any direct or consequential loss arising from any use of material contained in this
publication.

The information contained in this publication has been obtained from public sources which Phillip Securities Research has no reason to
believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in
this publication are based on such information and are expressions of belief of the individual author or the indicated source (as
applicable) only. Phillip Securities Research has not verified this information and no representation or warranty, express or implied, is
made that such information or Research is accurate, complete, appropriate or verified or should be relied upon as such. Any such
information or Research contained in this publication is subject to change, and Phillip Securities Research shall not have any
responsibility to maintain or update the information or Research made available or to supply any corrections, updates or releases in
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip Securities
Research, including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this report, (i)
be liable in any manner whatsoever for any consequences (including but not limited to any special, direct, indirect, incidental or
consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept any legal responsibility from
any person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final
investment decision and accept all responsibility for your investment decision including but not limited to your reliance on the
information, data and/or other materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are
subject to change at any time without prior notice.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This publication should not
be relied upon exclusively or as authoritative without further being subject to the recipient's own independent verification and exercise
of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular
transaction nor a representation that any product described in this material is suitable or appropriate for the recipient. Recipients should
be aware that many of the products which may be described in this publication involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are
understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such
risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase
any product mentioned in this research should take into account existing public information, including any registered prospectus in
respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the preparation or issuance of this report, may provide an array of financial
services to a large number of corporations in Singapore and worldwide, including but not limited to commercial / investment banking
activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. Phillip Securities
Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this report, may have participated in or invested in transactions with
the issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such
issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but
not limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may have provided
advice or investment services to such companies and investments or related investments as may be mentioned in this publication.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the preparation or issuance of this report may, from time to time maintain a long or
short position in securities referred to herein, or in related futures or options, purchase or sell, make a market in, or engage in any other
transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments will be
denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between
US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on
the value, price or income return of the investment.
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To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may at any
time engage in any of the above activities as set out above or otherwise hold a interest, whether material or not, in respect of
companies and investments or related investments which may be mentioned in this publication. Accordingly, information may be
available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited
to its officers, directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may, to the extent permitted
by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach different
conclusions from, the contents of this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any
jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or
which would subject Phillip Securities Research to any registration or licensing or other requirement, or penalty for contravention of
such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products
(FAA-NO1) do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial
situation or particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a
person receiving or reading this material should seek advice from a professional and financial adviser regarding the legal, business,
financial, tax and other aspects including the suitability of such products, taking into account the specific investment objectives, financial
situation or particular needs of that person, before making a commitment to invest in any of such products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document.

This report is only for the purpose of distribution in Singapore.
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