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Our outlook for the cement industry is stable. This outlook expresses Fareast Credit’s expectations for the fundamental

credit conditions in the cement industry of China over the next 12 months.

Summary of Opinions

Our outlook for the cement industry is stable, reflecting our expectation of sustained economic growth and a modest

improvement in the sector’s financial metrics.

The stable supply-demand balance of the cement industry, coupled with the high prices of cement, supports our stable
outlook on the credit situation of the cement industry in the next 12 months. We predict that the growth rate of real estate
investment will decline steadily in 2020, and the growth rate of infrastructure investment will bottom out and pick up, and
the demand for cement will be mainly stable, with a slight decline in growth rate. With the advancement of various policies
such as centralized release of new production capacity, staggering peak production and de-capacity, the supply of the

cement industry is expected to remain stable, and the supply-demand relationship may be optimized.

In recent years, due to factors such as rising prices of cement raw materials and increased environmental protection, cement
prices have continued to rise and reached historical highs by the end of 2019. We predict that the cement industry will
continue to maintain a high degree of prosperity in 2020, and that cement prices will remain high and volatile, which is
conducive to the continued improvement of industry profitability. In addition, since the first quarter is the traditional slack
season of the cement industry, the impact of the “COVID-19” on the industry is small. If the “COVID-19” continues into

the second quarter, the cement industry may face downward pressure.

However, we are also concerned that real estate regulation and control policies are still difficult to relax in the short term, as
the area of real estate sales continues to fall, and the property tax is written into legislation, the real estate market will face
downward pressure on growth, and investment in 2020 may be weakened, and it is necessary to pay attention to the risk of
falling demand for cement that may be caused by the decline of the real estate market. The imbalance in the development of
the cement industry between regions is prominent, and there is still a problem of overcapacity in some areas. Given the high
prices of cement, it is unlikely that it will continue to rise significantly in the future, and cement price growth may slow in

2020.
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The overall stable outlook of the cement industry is also consistent with the rating outlook of most cement companies.
Unless there are major adverse changes in the external environment, the overall supply and demand relationship of the

cement industry will remain balanced, and credit quality is expected to remain stable.
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