HSIN KUANG STEEL CO., LTD.




TABLE OF CONTENTS

» Introduction

» Market Positioning & Business Model
» Industry trend analysis

» Diversification and growth strategy

» Corporate social responsibility

» Operational overview



INTRODUCTION



QLR
COMPANY PROFILE

Established in 1965

ESTABLISHED & LISTED .
IPO in 2000

CAPITAL é;&MOUNT > NTD3,098 million
NUMBER OF EMPLOYEES > Number of employees: 200

2017 revenue: NTD 8.35 billion

Tonnage of sales in 2017:
360,000 tons

- Mie Head Office + Taipei Office

> Guanyin Factory + Taozhu Miao Office
- Zhangbin Factory + Taichung Office

- Kaohsiung Factory + Kaohsiung Office
> Tainan Factory

GOLD BUSINESS AWARD
NATIONAL ROCK AWARD

CERTIFICATION & AWARDS - ISO9001
- TIANXIA MAGAZINE IS RATED

AS ONE OF THE TOP 1000

2017 REVENUE AND SALES
TONNAGE

CORPORATE HEADQUARTERS &
FACTOR
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&
BUSINESS MODEL






o THE WAY OFE FAMILY BUSINESS:

1.

STOCK IPO: FOUNDER MR. ZHANG TIANCHENG
CONFESSED TO FAMILY BUSINESS

. PROMOTE 55, TPM: IMPROVE THE EFFICIENCY OF

PEOPLE, EQUIPMENT AND SITE MANAGEMENT,
AND ESTABLISH COMPREHENSIVE QUALITY
MANAGEMENT

. ESTABLISH INTERNAL CONTROL:

PROCUREMENT, SALES, PRODUCTION,
INVESTMENT, FINANCING, INFORMATION

. ESTABLISH CREDIT

. DEVELOP "CORE FUNCTIONS" AND CREATE

"SEVEN PROFIT CENTERS"
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VALUE CHAIN INTEGRATION -
ACCESS TO KEY RESOURCES

Strengthening supplier management, Sinosteel, Japan

Strategically reduce the proportion of China's
steel procurement, avoid the risk of dumping tax
rate and the Red Sea market

Partner spirit

Develop low-competition, high-quality,
small-volume steel products

Continuous development of direct users

Develop low-competition, high-quality, low-
volume customers, and use suppliers to provide
customers with suitable, timely, appropriate, and
high-priced steel products.

Strengthen logistics functions, the province's layout

Refine the path management and enhance the value chain in the path:

Improve barriers to entry
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INDUSTRY TREND ANALYSIS



Historical Data API Forecast Alerts

IRONORE S IEAEZRE ERZEE : https://tradingeconomics.com/commodity/iron-ore
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Prev. Close 12,543.00 Open - Day Low Day High
- 12,573.50

ERIZRE : https://markets.businessinsider.com/commodities/nickel-price

INTRADAY 1w 3M 1Y 3Y 5Y NICKEL PRICE CHART OPTIONS =

7,500—

9/16/2013 6/23/2014 3/30/2015 1/4/2016 10/10/2016 7/17/2017 4/23/2018
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Source: Metal Center, Chen Jianren
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Source: Metal Center, Chen Jianren
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CHINA'S STEEL EXPORT STATISTICS

Month

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

T otal

Average

2016Annual
export
volume(Ten
thousand tons)

974

811

998

908

942

1,094

1,030

901

880

770

812

780

10,900

908

2017Annual
export
volume(Ten
thousand tons)

742

575

756

649

698

681

696

652

514

498

535

567

7,563

2018Annual
export
volume(Ten
thousand tons)

465

485

565

648

688

694

589

4,134

630

591




Source: Metal Center, Chen Jianren
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US MARKET STATUS

STRONG US ECONOMIC GROWTH

DOMESTIC STEEL PRICES ARE HIGH DUE TO 232 BILLS
U5 domestc hot roled sheet index,$/m, IN ORDER TO OBSERVE THE TRADE WAR SITUATION

ex-works

© o
ARIR

mENBE AR LE - BTHEE
B10E/MY) outhern Europe Domestic Hot Rolled Coil €/mt ex-works EUROPEAN MARKET STATUS

e==Northern Europe Domestic Hot Rolled Coil €/mt ex-works

¢ THE EUROPEAN COMMISSION ANNOUNCED THAT IT WILL
s IMPLEMENT TEMPORARY DEFENSE MEASURES AGAINST 23

550

IMPORTED STEEL PRODUCTS, AND THE DOMESTIC PLATE
N i MARKET WILL GO UP.
| o JULY PMI INDEX FELL TO 55.1 FROM JANUARY 60.4

‘ fan — ALTHOUGH THE PMI INDEX IS LOWER, THE OVERALL
ECONOMY IS STILL GROWING MODERATELY.

530

A EIFE - Metal Bulletin, 2018.08

SRR - PHEREETIE1TFE107.Q4EHEGED



e EMATHEE - Ei AR AED
700($/mt) a=msSouth East Asia(Vietnam) SOUTHEAST ASIAN MARKET STATUS

i E T L INDONESIA AND THAILAND GROW WITH POPULATION,

= DEMAND FOR STEAM LOCOMOTIVES INCREASES, AND

” DEMAND FOR RELATED PLATES AND FASTENERS GROWS

o STEADILY
VIETNAM’S HEJING STEEL PLANT WAS PUT INTO OPERATION,
REDUCING THE USE OF HOT-ROLLED STEEL IN MAINLAND
CHINA AND AVOIDING ANTI-DUMPING DUTIES

mEATEERBREREREBRE

700 ($/mt) HRC, Japan export, FOB $/MT

650

600 JAPANESE MARKET STATUS

550

500 DEMAND IN THE AUTOMOTIVE INDUSTRY IS BOOMING

450

STRONG DEMAND FOR CONSTRUCTION IN 2020

FUTURE POST-DISASTER RECONSTRUCTION NEEDS WILL
- ALSO DRIVE CONSTRUCTION-RELATED DEMAND

ARIZR . Metal Expert, 2018.08

SRR - PHEREETIE1TFE107.Q4EHEGED




Valhis

Source: Metal Center, Chen Jianren
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NEGATIVE
FACTORS

STRONG DOLLAR RESTRAINS RISING PRICES OF RAW
MATERIALS, SUCH AS NICKEL PRICES

NATIONAL CURRENCIES ARE DEPRECIATING: RISING
IMPORT COSTS

THE TRADE WAR HAS COMPLICATED THE
INTERNATIONAL SITUATION AND HAS MANY VARIABLES.
IT IS NECESSARY TO CONTINUOUSLY OBSERVE THE
IMPACT OF TRADE WARS ON THE GROWTH PATTERNS
OF THE COUNTRIES: SHORT-TERM NEGATIVE FACTORS,
AND LONG-TERM NEGATIVE FACTORS



DIVERSIFICATION AND
GROWTH STRATEGY



PROFITABLE TWIN ENGINE - NEW LOOK, DIVERSIFIED OPERATION

» Supply chain: investment CSC - CSVC

» Joint venture : Mason Metal (50:50 with Sumitomo)

PR

» Strategic alliance : Century Steel * Solar material supply

» Local Investing : APEX Wind Power Equipment Manufacturing Co., LTD.

N

» Activated assets

» solar energy generation



jessica
註解
“Accepted”的設定者是“jessica”

jessica
註解
“Accepted”的設定者是“jessica”

jessica
註解
“Completed”的設定者是“jessica”

jessica
註解
“Completed”的設定者是“jessica”

jessica
註解
“Accepted”的設定者是“jessica”

jessica
註解
“Accepted”的設定者是“jessica”
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HIGH-TECH INDUSTRY CUTTING ORDERS (TOTAL SOLUTION)

PRODUCTI
ON HISTORY
SYSTEM

PROFESSIONAL CROSS-SECTORAL TEAM

EQUIPMENT
DEVELOPMENT
AND INTEGRATION

CUTTING /
PROCESSING
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CORPORATE SOCIAL RESPONSIBILITY
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OPERATIONAL OVERVIEW
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Item 2018H1 2017 H1
Operating income (NTD, thousand) 4,549,348 4,438,792
Operating gross profit (NTD, thousand) 663,460 666,207
Operating profit (NTD, thousand) 477,026 587,090
Net profit before tax (NTD, thousand) 1,084,858 638,004
After-tax net profit (NTD, thousand) 947,900 526,840
After taxEPS (NTD, dollar) 3.01 1.72



jessica
註解
“Accepted”的設定者是“jessica”

jessica
註解
“None”的設定者是“jessica”

jessica
註解
“Cancelled”的設定者是“jessica”


Year

Operating income

Net profit after
tax

Earnings per
share

Paid-up capital

Net value per
share

Stock dividend

Cash dividend

Dividend
distribution

Unit Billion Billion Dollar Billion Dollar (Dollar) (Dollar) (Dollar)
90 27.06 0.09 0.08 11.88 11.52 0.48 0.2 0.68
91 40.82 4.1 3.59 12 |RA 1.25 | 2.25
92 52.14 5.33 3.89 14.46 17.39 1.24 1.25 2.49
93 89.05 12.86 7.62 17.05 22.24 2 1.5 3.5
94 71.03 0.06 0.03 20.55 16.99 0.51 0.5 1.01
95 74.84 5.47 2.63 21.57 18.34 0.97 1.46 2.43
96 88.14 7.96 3.5 24.21 20.06 - 1.46 1.46
97 95.28 4.57 1.74 26.83 IRY - 0.6 0.6
98 55.37 -2.48 -0.91 27.22 20.47 - 0.6 0.6
99 89.08 7.38 2.71 27.25 22.96 - 2 2
100 72.773 1.97 0.71 27.73 20.76 - | |
101 73.27 -2.16 -0.78 27.74 18.73 - 0.5 0.5
102 34.08 3.31 | 277.69 19.66 - | |
103 83.84 2.31 0.83 27.88 19.47 - | |
104 63.74 -4.02 -1.45 27.56 14.99 0.6 0.6
105 62.62 7.5 2.5 29.92 18.53 1.8 1.8
106 81.68 10.64 3.48 30.62 20.41 2 2

107H1 45.49 9.48 3.01 30.98 22.66
TOTAL 1,250.26 74.37 34.38 6.45 18.46 2491











