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Disclaimer
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We have included in this statement forward-looking
statements. Forward-looking statements are not statement of
historical fact. They contain statements on our opinions and
expectations. Any statements herein that state our intentions,
opinions, expectations or forecasts (and the assumptions
supporting them) are forward-looking statements. These
statements are based on plans, estimates and forecasts
currently available to the management of Shanghai Electric.
Therefore, forward-looking statements speak only as of the
date they are made and we are under no obligation to publicly
update any such statements based on new information or in
future time.
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In nature, forward-looking statements involve risks and -~ #F s =
uncertainties. Therefore, a number of important factors may - ¢;¢’ ’
cause actual results to differ materially from those contained in -
any forward-looking statements.
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Presenter
Presentation Notes
The presentation today consists of the following three parts:
2019 Interim Operating Results, Operating Results of Business Segment and Operation Highlights of the Group


Chapter 01

2019 Interim Operating Results


Presenter
Presentation Notes
First, let’s take a look of our 2019 interim operating results.
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Key Operating Results

The first half of 2019 The first half of 2018

(All amounts in RMB million unless otherwise stated)

Revenue 52,956 51,274 3.3%
Gross profit 9,587 8,781 9.2%
Operating profit 3,961 3,074 28.8%
EBITDA 5,791 4,708 23.0%
Net profit attributable to owners of the Company 1,843 1,764 4.5%
Gross profit margin 18.1% 17.1% 1.0 percentage point
Operating profit margin 7.5% 6.0% 1.5 percentage points
EBITDA margin 10.9% 9.2% 1.7 percentage points
Net profit margin attributable to owners of the o o ,

Company 3.5% 3.4% 0.1 percentage point
Return on net assets™ 3.1% 3.1% -
Earnings per share (RMB cent) 12.35 11.98 3.1%

Note: (1) Return on net assets refers to the weighted average return on net assets.


Presenter
Presentation Notes
The sales and profitability of the Group in the first half of 2019:

During the Reporting Period, the Group recorded revenue of RMB52.956 billion, representing a year-on-year increase of 3.3% over the corresponding period of the preceding year. Except for the high efficiency and clean energy equipment segment, the revenue of other business segments increased year-on-year to varied extent. During the Reporting Period, the Group’s net profit attributable to owners of the Company was RMB 1.843 billion, representing a year-on-year increase of 4.5%.

During the reporting period, the Group's gross profit margin reached 18.1%, representing a year-on-year increase of 1.0 percentage point, which was mainly attributable to changes in gross profit margin of the power plant engineering business.

During the reporting period, the net profit margin attributable to owners of the Company was 3.5%, basically remained the same level as that of the corresponding period of the preceding year.

The 2019 interim earnings per share was RMB12.35 cents, representing a year-on-year increase of 3.1%. The return on net assets was 3.1%, remained the same level as that of the corresponding period of the preceding year.

The Board did not propose any interim dividend.
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Summary of Balance Sheet Items

|
30 June 2019 31 December 2018

(All amounts in RMB million unless otherwise stated) a b c=(a-b)/b
Assets 254,694 218,522 16.6%
Current assets 180,198 151,728 18.8%
Cash and cash equivalents 26,564 31,842 -16.6%
Prepayments, deposits and other receivables 22,706 18,033 25.9%
Trade receivables 30,883 18,841 63.9%
Inventories 30,889 27,929 10.6%
Contract assets 24,435 12,230 99.8%
Long-term assets 74,496 66,794 11.5%
Liabilities 166,591 144,885 15.0%
Current liabilities 145,861 119,623 21.9%
Interest-bearing bank and other borrowings 16,122 10,351 56.5%
Trade payables 47,996 38,881 23.4%
Contract liabilities 39,828 36,566 8.9%
Other payables and accruals 21,356 17,166 24.4%
Long-term liabilities 20,730 25,262 -17.9%
Interest-bearing bank and other borrowings 8,187 9,589 -14.6%
Bonds 6,846 12,749 -46.3%
Equity 88,103 73,637 19.6%
Attributable to owners of the Company 61,313 57,290 7.0%

Attributable to non-controlling interests 26,790 16,347 63.9%



Presenter
Presentation Notes
As at the end of the Reporting Period, the Group has a sound financial position:

It recorded the total assets of RMB254.694 billion and the total liabilities of RMB166.591 billion, representing an increase of 16.6% and 15.0%, respectively, which was attributable to the consolidation of Thvow Technology, a subsidiary of the Company during the Reporting Period.

As at the end of the Reporting Period, equity of the Group increased by 19.6% to RMB88.103 billion, which was mainly attributable to a “Debt-to-Equity Swap” during the Reporting Period further optimizing the capital structure.




Operating Results of Business Segment


Presenter
Presentation Notes
Let's take a look at the 2019 interim operating results of each business segment of the Group.



Ch'anges In revenue and gross profit margin of the
business segments

Revenue increased by 3.3% Gross profit margin of each business segment
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Note: (1) The consolidated amount of revenue of the Group is the net amount after the inter-segment elimination adjustments, the revenue for
each segment is the data before inter-segment elimination adjustments, but after elimination adjustments in each segment.
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Presentation Notes
Let's take a look at the revenue and gross profit margin of each business segment:

In the first half of 2019, the year-on-year changes in revenue of each business segment are as follows:
The revenue from new energy and environmental protection equipment segment increased by 22.8%
The revenue from high efficiency and clean energy equipment segment decreased by 10.7%
The revenue from industrial equipment segment increased by 4.2%
The revenue from modern services segment increased by 10.0%

During the Reporting Period, the Group's gross profit margin increased by 1.0 percentage point over the corresponding period of the preceding year, which was mainly attributable to changes in gross profit margin of the power plant engineering business.
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Note: (1) The revenue for each segment is the data before inter-segment elimination adjustments, but after elimination adjustments in each segment.
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Presentation Notes
In the first half of 2019, our new energy and environmental protection equipment segment recorded revenue of RMB8.714 billion, representing a year-on-year increase of 22.8%, mainly due to the significant year-on-year increase in revenue from the rapidly expanding environmental protection business.

During the Reporting Period, the gross profit margin of the segment was 13.0%, representing a year-on-year decrease of 1.6 percentage points, as affected by the increase in the price of key components. The operating profit reached RMB309 million, and the operating profit margin decreased by 0.5 percentage point to 3.5% over the corresponding period of the preceding year.
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High Efficiency and Clean Energy Equipment

Revenue decreased by 10.7% Gross profit and gross profit margin Operating profit and operating
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Note: (1) The revenue for each segment is the data before inter-segment elimination adjustments, but after elimination adjustments in each segment.
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Presentation Notes
In the first half of 2019, our high efficiency and clean energy equipment segment recorded revenue of RMB15.327 billion, representing a year-on-year decrease of 10.7%, which was mainly attributable to the deferral of delivery of gas turbines according to request of customers during the Reporting Period, and corresponding revenue decreased;
During the Reporting Period, the gross profit margin of the segment was 11.6%, representing a year-on-year decrease of 0.9 percentage point; and an operating loss of RMB113 million was recorded for the Reporting Period;
During the Reporting Period, the gross profit margin of coal-fired power generation equipment decreased significantly, which was mainly attributable to the decrease in selling prices as a result of fierce market competition;

During the Reporting Period, the gross profit margin of power transmission and distribution equipment increased slightly, which was mainly attributable to effective cost control over power transmission and distribution equipment business.
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Industrial Equipment

Revenue increased by 4.2%
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Note: (1) The revenue for each segment is the data before inter-segment elimination adjustments, but after elimination adjustments in each segment.
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In the first half of 2019, our industrial equipment segment recorded revenue of RMB21.031 billion, representing a year-on-year increase of 4.2%, which was mainly attributable to the growth of revenue from elevators, electric motors and automation businesses to varied extent;

During the Reporting Period, the gross profit margin of industrial equipment segment was 18.0%, representing a year-on-year decrease of 0.3 percentage point, which was mainly attributable to the decrease in selling prices as a result of fierce market competition of elevator business; 
      
During the Reporting Period, our industrial equipment segment recorded an operating profit of RMB1.517 billion and operating profit margin of 7.2%. Operating profit margin showed a year-on-year decrease of 0.2 percentage point;

During the Reporting Period, the revenue from elevator business increased by 5.0% year-on-year to RMB10.152 billion. In order to maintain market share, the price strategy was adjusted and the gross profit margin decreased.
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Modern Services

Revenue increased by 10.0%
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Note: (1) The revenue for each segment is the data before inter-segment elimination adjustments, but after elimination adjustments in each segment.
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In the first half of 2019, our modern services segment recorded revenue of RMB11.443 billion, representing a year-on-year increase of 10.0%, which was mainly attributable to the increase in revenue of approximately RMB3 billion as a result of consolidation of Thvow engineering services during the Reporting Period;

During the Reporting Period, the gross profit margin of modern services segment was 24.6%, representing a year-on-year increase of 7.4 percentage points, which was mainly attributable to changes in gross profit margin of the power plant engineering business;
     
During the Reporting Period, our modern services segment recorded an operating profit of RMB2.126 billion, and the operating profit margin of 18.6%, representing a year-on-year increase of 7.9 percentage points, which was mainly attributable to better profitability of certain power plant engineering projects for the Reporting Period.
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Business Orders
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Orders on hand of RMB255.66 billion (with orders in the aggregate
amount of RMB73.13 billion not yet coming into effect)

New orders of RMB77.54 billion
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Note: New orders of modern services from January to June 2018 include thermo-solar project in Dubai of RMB18.77 billion



Presenter
Presentation Notes
Let's review the new orders of the Group for the Reporting Period. The new orders amounted to a total of RMB77.54 billion, of which:
New orders for new energy and environmental protection equipment RMB16.78 billion.
New orders for high efficiency and clean energy equipment RMB16.90 billion.
New orders for industrial equipment RMB28.53 billion.
New orders for modern services RMB15.32 billion.

As at the end of the Reporting Period, the Group's orders on hand totaled RMB255.66 billion (with orders in the aggregate amount of RMB73.13 billion not yet coming into effect). 
During the Reporting Period, new orders for certain businesses increased significantly over the corresponding period of the preceding year: the new orders for coal-fired power generation equipment amounted to RMB3.99 billion and new orders of environmental protection equipment amounted to RMB10.05 billion.



Chapter 03

Operation Highlights


Presenter
Presentation Notes
Under the guidance of the three-year action plan of “Made in Shanghai” , Shanghai Electric adheres to innovation-driven and transformational development, vigorously develops high-end and intelligent equipment manufacturing, and actively transforms toward the development direction of green, environmental protection, intelligent approach, interconnection, digitalization, informatization, internetization and intelligentization.

Next, I will go over with you the operation highlights of Shanghai Electric.
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Green Development

Solar power generation Environmental protection industry

® Shanghai Electric occupies the leading position in municipal and
industrial wastewater treatment in the industry

® Shanghai Electric is one of the first companies which engaged in
the general contracting of solid waste treatment projects

® The emission index of Hai An hazardous waste incineration

project designed and constructed by Shanghai Electric using

proprietary technology has reached the EU 2000 standard

® Shanghai Electric has undertaken the world’s largest
thermo-solar power project in Dubai

® Shanghai Electric has undertaken the construction of the
largest monomer photovoltaic project in Australia

Hydrogen fuel cell

® Hydrogen energy has been written into the government work
report for the first time

® Shanghai Electric has successfully developed the first
generation of fuel cell engine system - HEnV-30

Wind power

® China has become an offshore wind power market with
the fastest growth and greatest potential in the world

® Shanghai Electric ranked the first among domestic
manufacturer of offshore wind turbines

Nuclear power
® 3G nuclear power generation technology well established in China
®  All verification tests for CAP1400 wet winding motor pump
prototype ( ;ZEE4ETEHERIRME ) were compeleted, solving the
“bottleneck” problems related to the key equipment of the CAP1400
demonstration project
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We adhere to green development, focus on improving the ecological environment and make green development a theme of new era development. Shanghai Electric has the following advantages in green development:

Solar power generation: Shanghai Electric has undertaken the world’s largest, most advanced 950MW thermo-solar and P.V. solar hybrid power plant project in Dubai, and entered the photovoltaic market in and undertaken the construction of the largest monomer photovoltaic project in Australia during the reporting period.
Wind power industry: China has become an offshore wind power market with the fastest growth and greatest potential in the world. In 2018, Shanghai Electric ranked the first among domestic offshore wind turbine manufacturers. In addition, we have a significant advantage in the offshore wind power market: digitalization and intelligentization will play an important role in the competitive landscape of the wind power market.
Environmental protection industry: Shanghai Electric is committed to protecting and improving the environment. It has a leading position in municipal and industrial wastewater treatment in the industry. It has built and designed more than 200 sewage treatment plants in different size and involving in various fields. In addition, Shanghai Electric is also one of the first companies that has been engaged in the general contracting of solid waste treatment projects in China, and it has undertaken the construction and operation of major domestic waste treatment projects. The emission index of Hai An hazardous waste incineration project designed and constructed by Shanghai Electric using proprietary technology has reached the EU 2000 standard.
Hydrogen energy industry: In 2019, hydrogen energy was written into the Government Work Report for the first time. Shanghai Electric Central Research Institute, has successfully developed fuel cell engine system with proprietary intellectual property rights. And fuel cell stack and membrane electrode assembly technologies and products are in research and development process. The first generation of fuel cell engine system - HEnV-30 which has been launched. On-road Vehicle Manufacturers and Products and is scheduled to complete mounting on vehicle and trial operation this year.
Nuclear power industry: The successive commissioning of Sanmen's nuclear power generation units marks the well establishment of 3G nuclear power generation technology in China. In 2019, Shanghai Electric became the first domestic wet winding motor primary pump manufacturer of CAP1400 certified by nuclear safety agency.
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Intelligentization Development

I

Integration-driven

Demonstration-driven .
equipment

application

Application-driven
integration

Focus on : intelligent plant, intelligent operation and maintenance, and industrial internet
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Secondly, we accelerated the intelligentization development of the Group with an Internet perspective, and developed a roadmap of “demonstration-driven application, application-driven integration and integration-driven equipment” focusing on three major application scenarios: intelligent plant, intelligent operation and maintenance, and industrial Internet.
During the Reporting Period, Shanghai Electric focused on intelligent manufacturing, intelligent transportation and municipal automation in the automation industry, and was successfully selected as the second batch of 12 intelligent manufacturing system solution providers in Shanghai.
We adopted the demonstration-driven application path. During the Reporting Period, as the first batch of demonstration project of intelligent manufacturing standardization and new mode application of MIIT(Ministry of Industry and Information Technology), the intelligent plant project of Shanghai power generation plant became the first “intelligent plant”of Shanghai Electric which passed the acceptance process; in addition, the most advanced intelligent large capacity offshore wind turbine production base in Asia - Shanghai Electric Putian Intelligent Manufacturing Base was completed.
We adopted application-driven integration and integration-driven equipment path. During the Reporting Period, Shanghai Electric undertook the intelligent station project of the Huinan Station of Shanghai metro line 16 and production equipment integration project of 5GW energy storage system production base of Guoxuan Nantong (國軒南通).
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It launched “Ellumix”
platform to provide remote
diagnosis for thermal power
and gas turbine equipment,
realizing sound management
of monitoring for the
operation of power plant
equipment

2014

2018

It set up the elevator IoT
system to realize the

dynamic monitoring and
remote diagnosis of the
running of elevator

It launched an industrial
internet platform of “SE
uniclound” and innovated
business mode to realize
the transformation of
Shanghai Electric from
equipment manufacturing
to manufacturing services

2020+

It empowered made

in” Shanghai” through
developing the capability to
expand to the industry and
building the development
ecosystem of the industrial
Internet

2019

2007

It developed “Feng Yun”
system to reduce the

It created an industry-leading
platform by expanding and
implementing application
needs across industries upon
meeting the internal needs

operation and maintenance
costs of wind power and
improve the equipment

utilization

17


Presenter
Presentation Notes
Through developing an AI+ industrial Internet platform, we realize the digitalization, internetization and intelligentization transformation of products, production, service and management within the Group. The digitalization capabilities have gradually become one of core competitiveness of Shanghai Electric.

We will develop a unified industrial Internet platform of the Group based on the exploration of industrial Internet for our industries such as elevators, wind power and thermal power.

2018 to 2019 is the early stage of the development of platform. Shanghai Electric creates an industry-leading platform while meeting its own needs.

Years after 2020 are the mature stage of the development of platform. We will develop the capability to expand to the industrial chain, build the development ecosystem of the industrial Internet, so as to drive the external marketing of overall solutions of Shanghai Electric and empower made in Shanghai.
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International Development

- 42 countries’and regions
I
I
I

78 overseas enterprises
and institu‘tions

Overseas sales
accounted for around 15% of revenue

More than 25%
of orders on hand
from overseas

more than 90 overseas

power pl?.nt projects
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With in-depth promotion of "Belt & Road" initiative, we move forward for global presence and cross-country operations.
As at the end of the reporting period, Shanghai Electric has 78 overseas enterprises and institutions, distributed over 42 countries and regions, and constructed more than 90 overseas power station projects. It has overseas orders on hand of RMB64.2 billion, accounting for more than 25% of the Group's orders on hand as of end of the Reporting Period. Its overseas sales was RMB7.9 billion, accounting for around 15% of the Group's operating income for the Reporting Period.
Shanghai Electric has entered into the new energy markets of developed countries including Japan, the United Kingdom and Australia. At the same time, we also provide a number of high-quality engineering projects for customers in more than 20 countries and regions such as Vietnam, India, Malaysia, Pakistan, Dubai, and Serbia: Shanghai Electric has undertaken the world’s largest, most advanced thermo-solar and P.V. solar hybrid power plant project in Dubai; it has won the bidding of the world‘s largest Hamrawien clean coal-fired power generation project with its partners; it has obtained the EPC general contracting project of Pakistan's Thar Coalfield Coal Mine with pithead power plant, a key project of the China-Pakistan Economic Corridor.
Shanghai Electric is upgrading its technological capabilities through overseas acquisitions, joint ventures and cross-country cooperation, and will eventually become an international group with multiple country operations through global resource deployment.
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Yangtze River Delta Integration

—
R&D New energy
Shanghai Electric has established the Shanghai Electric has established
central research institute in Nantong offshore wind power R&D and training
center in Jiangsu Province

Turbine blades Environmental protection
Shanghai Electric has deployed the Shanghai Electric has carried out
process development and manufacturing businesses such as sewage

of power plant turbine blades and aviation treatment, waste incineration,

blade forgings in Wuxi, Jiangsu hazardous waste treatment in
Energy storage‘

Suzhou, Nantong and other places

‘ Lingang New Area

Shanghai Electric has established an energy With a floor area of 2 square kilometers, the Shanghai Electric's
storage system base in Nantong, Jiangsu to Production Base in Lingang Area has formed an industrial cluster
develop energy storage cell business integrated with 1000MW-class thermal power, nuclear power,

large-scale wind power, large-scale marine crankshaft equipment,
seawater desalination and other manufacturing capacity 19
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By accelerating the development model of "Localizing R&D and Sales functionality, Outsourcing Production and Processing”, Shanghai Electric realized new layout of industry and production capacity through integrating the industrial chain in Yangtze River Delta region. It continuously reduced production costs, improved the competitiveness of industries and products, and by leveraging on capacity cooperation to expand the markets in Yangtze River Delta region, thus serving the national strategy of "Yangtze River Delta Integration".
The Yangtze River Delta region has strong regional advantages and complementary advantages in the industrial chain. In recent years, Shanghai Electric has realized the shifting of certain production capacity through various cooperation modes.  We established the central research institute in Nantong, deployed the process development and manufacturing of power plant turbine blades and aviation blade forgings in Wuxi, Jiangsu, established an energy storage system base in Nantong, Jiangsu to develop energy storage cell business, established offshore wind power R&D and training center in Rudong, Jiangsu Province, and expanded businesses such as sewage treatment, waste incineration, hazardous waste treatment in Suzhou, Nantong and other places.
In addition, the Shanghai Electric's Production Base in Lingang Area, located in the Lingang New Area of ​​the Shanghai Free Trade Zone, with a floor area of ​​2 square kilometers commenced construction in 2005, which has formed an industrial cluster integrated with 1000MW coal-fired power, nuclear power, large-scale wind power, seawater desalination and other manufacturing capacity.
After gradually realizing the shifting of certain production capacity, Shanghai Electric will fully optimize the local resource allocation to promote the transformation and development of the Group.
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Leading Science and Technology Enterprise

I

Cultivated technologies to be focused on

Aviation industry

Battery Green energy Industrial equipment

Motor and Intelligent manufacturing  |neelligent transportation
electric control of new energy Environmental protection
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Facing the world’s technology frontier and the battlefield of economy and bearing in mind the needs of the Group’s development, we will take innovation as the driving force and firmly follow the path to become an enterprise strong in science and technology.
Shanghai Electric has three major missions in technology development: firstly, to achieve the improvement in industrial level and to achieve digitalization, internetization, and intelligentization; secondly, to achieve the rapid rise and expansion of emerging industries; thirdly, to achieve internationalization of technology research and development.
We are committed to achieving three major transformations: from being a follower in technology to being able to lead technology transformation; from acquiring technology to diversified development of technologies transformation; from domestic to global transformation.
We will focus on four areas, namely emerging industries, environmental protection, energy equipment and industrial equipment with “high-end, green and intelligent” as its main line, and concentrate on cultivating seven major technical directions such as intelligent manufacturing and intelligent transportation.
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Empower global industry, make life smarter is the vision of Shanghai Electric. We are working hard with everyone for this purpose! Thank you for coming to this presentation, now it is the time for questions.

Thank you very much！
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