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China | Papermaking

Nine Dragons (2689 HK)

FY26 profitability surpasses expectations on margin expansion

e Nine Dragons (ND) FY26 (Yr ended Jun) revenue increased 18.6% while NP went
up by 102.6%. A final DPS of Rmb10.0cents were proposed
e Sales volume reached a record high; GPM showed clear improvement

Clear GPM improvement enhanced earnings quality

Nine Dragons (ND) reported a strong set of FY26 (Yr ended Jun) results with revenue
amounting to Rmb75.0bn, representing a YoY increase of 18.6%. GPM expanded by
3.1ppt to 14.6% in FY26. The improvement in GPM was driven by the increase in ASP at
a more significant and faster pace than the increase in costs of raw materials. As a
result, FY26 NP surged by 102.6% YoY to Rmb3.6bn in FY26.

The major revenue contributor remained as its packaging paper business which consists
of linerboard, high-performance corrugating medium, coated duplex board and
bleached folding boxboard, which in all accounted for 88.1% of the total sales in FY26.
The sales vol. of linerboard, bleached folding boxboard, high-performance corrugating
medium and coated duplex board increased by 7.0%/ 95.1%/ 9.0%/ 2.5% in FY26
respectively. China remains as the core market of ND with 87.9% of sales related to
China consumption, while the remaining 12.1% came from overseas.

Navigating industry headwinds through expansion and strategic upgrading
According to China’s National Bureau of Statistics, national production of machine-
made paper and paperboard increased 2.9% YoY to 164.1m tonnes in 2025, but the
industry revenue declined by 2.6% YoY to Rmb1.4trn. In all, the China’s paper industry
remains uneven amid structural overcapacity. Despite complex macroeconomic
conditions and a diverging recovery across the paper-making industry, ND achieved
record-breaking performance, driven by a strategic commitment to steady progress,
cost control, and premium offerings. During the year under review, sales volume surged
14.0% YoY to 24.5 million tonnes, while ASP defied industry headwinds with a 4.0%
increase, jointly fueling an 18.6% rise in total revenue.

To navigate uneven sector profitability, the company leveraged its self-supplied raw
materials and vertically integrated wood pulp supply chain to simultaneously drive
volume, price, and profit growth. This foundation enabled the execution of a targeted
two-pronged strategy: optimizing the containerboard mix through a higher proportion
of high-end kraftliner products and achieving technical breakthroughs in fine paper by
launching high-value-added, differentiated products that successfully completed its
product transformation and reinforced its market competitiveness.

Expanding footprint and strengthening capacity

During the year, the Group successfully expanded its operational footprint with the
launch of new capacity projects in Beihai (Guangxi) and Jingzhou (Hubei), adding 1.9m
tonnes of high-end paper and 0.7m tonnes of wood pulp capacity. This expansion
further solidifies the company’s raw material advantages and broadens its product
portfolio. As of 30 June 2026, the company’s total annual design production capacity
reached approximately 5.4m tonnes for wood pulp, 24.8m tonnes for paper, and 2.9bn
square meters for downstream packaging plants.

Looking ahead, the company will continue to advance its strategic expansion projects
across key manufacturing hubs—including Hubei, Chongging, Tianjin, Guangxi,
Guangdong, and Jiangsu—adding approximately 3.8m tonnes of annual fibre capacity
and 3.2m tonnes of annual paper capacity. Upon completion, total annual design
capacity will scale to over 8.5m tonnes for wood pulp and 26.1m tonnes for paper. This
milestone will establish a fully integrated wood pulp production footprint across North,
East, South, Central, Southwest, and Northeast China, creating a market-proximate,
highly efficient supply chain network that lays a robust foundation for long-term,
sustainable profitability.

The company is now trading at consensus FY27/FY28 PE of 5.5x/ 5.0x.
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Figure 1 P&L
FY25vs FY26
Year ended Jun (Rmbm) FY24 FY25 FY26 YoY change
Revenue 50,496.4 63,240.5 75,000.5 18.6
COGS (53,784.9) (55,995.4) (64,075.7)
Gross profit 57115 7,245.1 10,924.8 50.8
Other income 1,504.7 1,600.2 1,306.5
Selling and marketing costs (2,338.5) (2,635.0) (3,252.3)
Administrative expenses (2,150.1) (2,256.1) (2,391.3)
Met impairment losses on financial assets (82.4) (17.7) (7.1)
Operating profit 2,645.1 3,936.6 6,580.6 67.2
Finance costs - net (1,414.4) (1,437.2) (1,785.0)
Share of results of associates / IV 7.7 (14.8) 29.6
Before tax income 1,238.4 2,484.5 4,825.2 84,2
Tax (444.5) (282.9) (778.2)
After tax income 793.9 2,201.6 4,047.0 83.8
M (21.5) (24.2) (90.8)
Holdes of perpetual capital securities (21.7) (400.4) (375.6)
Net profit 750.7 1,767.0 3,580.6 102.6
Source: Company data
Figure 2 Sales breakdown
FY25vs FY26
Year ended Jun (Rmbm) FY24 % to total sales FY25 % tototal sales FY26 % tototal sales YoY change
Packaging paper 54,609.0 51.8 56,899.7 50.0 66,043.6 88.1 16.1
Printing and writing paper 4,133.7 6.9 5,407.7 8.6 7,965.8 10.6 47.3
High value specialty paper products 641.8 11 672.9 11 883.1 12 31.2
Pulp 111.8 0.2 260.2 0.4 108.0 0.1 (58.5)
59,496.4 100.0 63,240.5 100.0 75,000.5 100.0 18.6
Source: Company data
Figure 3 Peer comparable
3-mth PIE (x) EPS Yo% Diiv Yid (%) PiB (x) ROE (%) ROIC _ Share px chg (%)
Mktcap avgtio Hist
Company Ticker Price  (US$m) (USSm) Hist  FY1 Fy2 FY1 Fy2 Hist  FY1 FY2 Hist  FY1 Hist  FY1 (%) 1-mth 3-mth 12-mth
HSl 24,761 M7 114 100 32 135 3.0 3.5 3.5 130 1.23 105 107 3.0y 5.8 (6.6}
MSCIACWI Cont & Packag 27444 216 189 133 15.0 425 a7 3T 37 205 186 14 8.9 (74) (01} 49
MSCIACWI 1,14570 415 185 158% 1263 159 15 18 19 387 348 7.0 181 0.0 T 17.0
sector Average TAVALUE! 168 123 (0.8) 268 28 28 28 133 077 (87) 58 09 (25 96 (532)
Sector Median TEVALUE! 157 124 166  18.2 2.6 30 3.0 072 0.7 6.1 7.5 38 (1.5) 114 (2.5)
Cmpc CMPC CI 966.50 2508 32 1286 348 187 (54.1) 1065 1.0 Ni& NA 025 028 11 09 1.7 (B0} (B7) (335
Holmen Ab-B Shs HOLMEB 55 327.00 5,085 6.1 177 213 187 (16.9) 140 25 Ni& - NA 081 0.8 48 42 386 13 54 (9.1}
Indah Kiat Pulp INKP 1 2,200.00 2,505 2.0 5.0 45 39 185 182 R Ni& - NA 035 034 96 75 52 (80) 158 1.8
Lee & Man Paper 2314 HK 346 1,885 3.2 ¥F 58 53 323 97 58  NA  NA 045 045 g1 80 48 (11.1) 177 236
Mondi Ple MNDI LN 83660 4886  600.3 173 260 152 (338) TIT 15 31 31 085 082 (56) 38 (21 (31) 183 (17.8)
Mavigator Co Saf NG PL 335 2832 24 160 135 102 180 325 35  NA NA 165 160 T8 101 53 (14) (44) (0.1)
Mine Dragons Pap 2689 HK 605 3,620 13.3 71 55 50 248 98 MiA 38 3.8 048 043 73 B3 41 (115 (@7 31
Shandong Chen-B 200488 CH 1 633 0.1 MIA L NIA NIA MIA NMA NAA NJA WA 986 MJA (180.8) MIA (5.4) 85 B8 (10.3)
Oji Holdings Cor 3861 JP 870.30 5026 20.1 142 224 136  (363) 643 41 NA WA 068 069 80 341 1.1 (07} 123 56
Tiwi Kimia TKIM LI 722500 1,256 1.2 45 NA  NA M NA 0.4 NA NA 035 NA 147 NIA 1T (105) 2632 4.0
Sappi Ltd SAPS) 1,280.00 473 330 88 WA 107 MIA NMA NAA NA WA 027 035 (39.0) (15.2) (16.1) (152) 272 (454)
Shandong Sun -A 002075 CH 14 5756 46.6 117 101 83 156 89 300 MA O NMA 120 115 114 116 7.0 (15 108  (60)
Shanying Int-A BO0567 CH 132 1,220 14.1 MIA NIA 264 MA NMA NA 15 15 056 055 (125) (28) (2.5 (0.8) (22) (275)
Stora Enso Oyj-R STERV FH 10.51 9,448 14.0 256 216 143 176 523 24 Ni& NA 077 074 5.5 3.2 4.0 63 114 122
Suzano Sa SUZB3 BZ 4745 118619 527 4.4 6.7 8.5 (345) (21.2) 24 29 29 118 118 176 181 5.2 25 125 (4.9)
Upm-Kymmene Oyj UPM FH 2577 15,489 26.0 1894 178 140 8.1 267 5.8 Ni& NA 137 1.38 6.3 76 47 78 9.2 10.8
Source: Bloomberg, Crosby
Please refer to the end of this report for analyst certifications and required disclosure information. 2
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The information and opinions in this report were prepared by Emperor Securities Limited and Crosby Securities Limited and/or its affiliate(s) (collectively,
hereinafter “Emperor and Crosby”) and the research analyst(s) named in this report.

Analyst Certification Disclosure

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that
the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared
in an independent manner, including with respect to Emperor and Crosby, and (2) no part of his or her compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed by that research analyst in the research report.

Each research analyst primarily responsible for the content of this research report further confirm that (i) neither they nor their respective associates (as defined
in the Code of Conduct issued by the Hong Kong Securities and Futures Commission) have dealt in or traded in the stock(s) covered in this research report
within 30 calendar days prior to the date of issue of the report; (ii)) neither they nor their respective associates serve as an officer of any of the Hong Kong
listed companies covered in this report; and (iii) neither they nor their respective associates have any financial interests in the stock(s) covered in this report.

Stock Ratings Disclosure:

Fundamental Rating System

Our Fundamental Ratings are based on our estimated potential total return for the stocks over a 12-month time horizon. Potential total return is the sum of
(1) share price upside or downside express in percentage plus (2) gross dividend yield over the next 12 months.

Buy (B): The stock’s potential total return is expected to be over 10%/15% for Large Caps/Small&Mid Caps, respectively.
Neutral (N): The stock’s potential total return is expected to be ranging from -10% to 10%/15% for Large Caps/Small&Mid Caps, respectively.

Sell (S): The stock’s potential total return is expected to be less than -10% over the next 12 months.

Tactical Call Rating System

Our Tactical Calls are based on short-term share-price catalyst(s), technical factor(s) and/or quantitative analysis for a time horizon of 3 months. Our Tactical Calls
could be on companies not covered by our fundamental rating system or contrary to our fundamental ratings of the same companies.

Tactical Buy (TB): The stock’s potential total return is expected to be over 20%.
Tactical Sell/Short (TS / TSH): The stock’s potential total return is expected to be less than -20%.

Closure/Expiry of Tactical Call: Our Tactical Call(s) will be considered closed or expires when (1) the share price(s) of our tactical Call(s) reaches either the Take-
Profit or Cut-Loss levels after the initiation of the Tactical Call(s); or (2) after 3 months from the initiation of the Tactical Call(s), whichever comes earlier.

Not Rated (NR): Stocks that we have no Fundamental or Tactical Call rating

Under Review (UR): An indication of the stock's target price and/or rating are subject to possible change in the near term, usually in response to an event that
may affect the investment case or valuation.

We generally define LargeCaps as companies with a total market capitalization of US$5bn or above, while those with total market capitalization below this level
are defined as Small&Mid Caps.

Due to daily price volatility, actual total market capitalization of stocks of defined size categories may temporarily deviate from the above thresholds and potential
total return of stocks covered by our Fundamental Rating System may temporarily be inconsistent with the defined potential total return associated with the
assigned fundamental ratings.

Please refer to the end of this report for analyst certifications and required disclosure information. 3
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This report has been prepared based on information available to the public that we consider reliable, but Emperor Securities Limited and Crosby Securities Limited
(“Emperor and Crosby”) has not independently verified the contents hereof and does not represent or warrant, expressly or impliedly, that it is fair, accurate,
timely, reasonable or complete and it should not be relied on as such The information and opinions contained herein are for investors’ reference only and do not
take into account the particular investment objectives, financial situation or needs of individual clients, and does not constitute an offer to buy or sell or a
solicitation of an offer to buy or sell the securities or other financial products or provide any investment advice or service. Under no circumstances shall the
information contained herein or the opinions expressed herein constitute a personal recommendation to anyone.

Emperor and Crosby may have positions in and may effect transactions in the securities of company(ies) referred to in the research report and may also perform
or seek to perform investment banking or financial advisory services for those companies. Investors should aware that there is a possible conflict of interest that
would affect the objectivity of the research reports attached herein. Emperor and Crosby and our officers, directors and employees, excluding equity and credit
analysts, may from time to time have long or short positions in, act as principal in, and buy or sell, the securities or other financial products, if any, referred to in
this report.] Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and
other aspects before participating in any transaction in respect of the securities of company(ies) covered in this report. None of Emperor and Crosby, its
shareholders or any of its or their related personal shall be liable in any manner whatsoever for any loss or consequences howsoever arising from any use of or
reliance on this document or any of its contents or otherwise in connection therewith.

The information contained in this report, as well as the opinions, valuations, ratings, estimates and forecasts are subject to change and may be amended from
time to time without any notification. Past performance is not a reliable indicator of future performance. At different period, Emperor and Crosby may release
reports which are inconsistent with the opinions, valuations, ratings, estimates and forecasts contained herein.

Emperor and Crosby’s salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent
with, and research different conclusion from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different
assumptions, views and analytical methods of the persons who prepared them, and Emperor and Crosby is under no obligation to ensure that such other trading
ideas or recommendations are brought to the attention of any recipient of this report. Emperor and Crosby’s asset management areas, proprietary trading desks
and other investing business may make investment decisions that are inconsistent with the recommendations or opinions expressed in this report.

THIS DOCUMENT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT. IT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE REPRODUCED,
REDISTRIBUTED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY PURPOSE. NEITHER THIS
DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMISTTED OUTSIDE OF HONG KONG. THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS
MAY BE RESETRICTED BY LAW, AND PERSONS IN TO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY
SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS.

This report is distributed in Hong Kong. The research report herein are not provided to and may not be used by any person or entity in any jurisdiction where the
provision or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or regulatory or self-regulatory organization or
clearing organization or where Emperor and Crosby is not authorized to provide such information or service.

Copyright of this report belongs to Emperor and Crosby. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited
without Emperor and Crosby’s written permission.

Please refer to the end of this report for analyst certifications and required disclosure information. 4



