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Comments on French Nuclear Waste Plant Explosion.
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® French nuclear waste plant explosion. On September 12 afternoon(France local time), there was an explotion at
southern French nuclear waste plant, which located at marcoule site, causing one person death and four injured. The
cause of the explosion is not yet known. According to Medias, Ma Kule nuclear power nuclear waste disposal center
has two nuclear waste treatment furnaces. The blast happened in a furnace used to burn waste, including fuels, tools
and clothing which had been used in nuclear energy production but had only very low levels of radiation. France's ASN
nuclear safety watchdog declared the incident over but has launched an inquiry. As of now, there had been no leak of
radiation, neither inside nor outside the plant. In additon, none of the injured workers was contaminated by radiation.
Electricite de France (EDF) stated that the explosion was a "classic industrial accident”, not a nuclear power plant
accident. The nuclear waste treatment plant site is 30km from the French city of Avignon, about 80 km from the
Mediterranean coast.

® Uncertainties increased with unclear power. After the Fukushima No. 1 nuclear power plant accident, many
countries are adjusting their nuclear power development plans. For example, the United States and China has
suspended approval of new nuclear power plants; Germany and Italy decided to gradually abandon the use of nuclear
power. Market was conservative about the future development of nuclear power. After the nuclear accident in France,
due to 1) More countries may state to adjust the energy development policy; 2) nuclear power-related industries will be
subject to more stringent safety regulation, we believe the development of nuclear power to be negative impacted. The
market may hold a bearish view on nuclear power sector with higher uncertainties in the sector.

® IAEA optimistic about the future development of nuclear power. On September 12, International Atomic Energy
Agency (IAEA) has updated its projections concerning the outlook for nuclear power in the wake of the Fukushima
Daiichi accident (phase-out of nuclear power in Germany, Some governments were reviewing of the planned plan and
temporary delays in expansion). They were now expect the number of operating nuclear reactors in the world to
increase by about 90 by 2030, in our low projection, or by around 350, in our high projection, compared to the current
total of 432 reactors. This represents continuous and significant growth in the use of nuclear power, but at a slower
growth rate than in our previous projections. IAEA still optimistic about the future development of nuclear power.

® Valuation on pressue. Although the accident is not a nuclear power plant accident, no radiation leak and the
casualties, the governments is extremely cautious on nuclear power industry after Japan nuclear accident. Considered
with the nuclear power plant accident could negative impact on the global nuclear industry, and may also caused delay
of nuclear power plants construction globally, the nuclear power equipment sector’s valuation would under pressue. We
believe that China's long-term development process of nuclear power would not be affected by the accident. However,
under the negative impacts on French accident, we believe the sector’s valuation under pressure in the short term. We
maintain our industry investment rating of "neutral”. We recommend investors to buy Dongfang Electric (1072 HK) and
accumulate Harbin Electric (1133 HK) on dips.
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Table-1: nuclear power penetration rate

No. of Installed capacity Nuclear power
2009 reactors (GW) Percentage (%)
us 104 101 20
France 58 63 76
Japan 54 48 27
Russia 31 22 17
Germany 17 14 23
U Kraine 15 13 43
Canada 18 13 14
China 13 10 2

Source: World Nuclear Association, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

-

Time Horizon: 6 to 18 months §
Rating Definition E
Buy Relative Performance >15%; %

or the fundamental outlook of the company or sector is favorable. 5)’)‘

Accumulate Relative Performance is 5% to 15%; s

or the fundamental outlook of the company or sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as director in the listed corporation mentioned in this Research Report.

(2) The Analysts and their associates have no financial interests in the listed corporation mentioned in this Research Report.

(3) Except for Shandong Chenming (01812), Guotai Junan and its group companies do not hold more than 1% of the market capitalization
of listed corporation mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships within the preceding 12 months for the listed
corporation mentioned in this Research Report.
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DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan®). Guotai Junan and its group companies may do business that relates to companies covered in
research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).
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Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2011 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
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