= BFREE s ARZ
=" FAREAST CREDIT 2010 % 00 5 16

::5 jﬁ: isez‘ch@fecr.com.cn 2019 gj‘%‘f‘?:ﬂ{_{% )ﬂ &?ﬁ

KEHAT G E MR BAAREE . ZEPHRILT ZA TS+ BT AR 12 /A A A FRILE T

PR E S
AV AKSAT R R D HAER, X — L5k R AT AV 254 S8 K MU AR AZAT W 5484740 i B P

ST HEWEFEK, RHRAGHKRERIET AMNTKEFFLRE L2 ANAEFERARLGBZBTEE. RET
PAEANAEFL, RERFEORITL, L, HARITLKESTFAE, PRRKTRELHEEYTER, HREZH
ALY FER BT T M 17 RE AT b NBaR s K, B SRR B KRB 4R, &4 T RAREBCR IR, RS R BE
KRR ARIRIE T F 15 8

IR T A A0 2538 KB RRAL = I, BT AR P IR RS AL — 5 K. RS WS b ek 2
Fr, Bt MEE, t—FFKTH, RTRKSED, FKEEFHIRIIT Z st L THTE, LkbbbdE
FRAK ST Y e, KEATLA DR R KKSHK.

R, KELBIRNWEY R EF AR UEEMNFHERGREE, G4, KETLAEMARS, HARKGFL
FELHKEIEHE, KN AR, BURHARRSERES . LA, KELLFTHHRAN, RAEM FIRE
LB R AR e, B R PATEK

KT ERBRGELE RS HKSFGIFRELDEA—B THENZFTERKATRERE R I L ERFIT
BB, 3K ST H I F ARG B

Choose FECR, Choose Trust
TR IARAS M ATERE 1/15 G 1 i B UG 89 S 5 A



FECR

Fareast Credit Rating Co., Ltd September 16, 2019

Our outlook for the water utilities industry is stable. This outlook expresses Fareast Credit’s expectations for the

fundamental credit conditions in the water utilities industry of China over the next 12 months.

Summary of Opinions

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

improvement in the sector’s financial metrics.

In recent years, the water utilities enterprises will further expand the market through mergers and acquisitions, and the
leading enterprises have also expanded to the international water market. In 2019, the reform of the water utilities industry
is still going on, but the growth of the traditional water utilities companies is facing challenges. It is difficult to raise the
water price; however, the government's demand for public services is increasing, which will increase the cost. The water
utilities companies are fiercely competitive in different places, so the operating costs are increased and the gross profit
margin is reduced. The water utilities companies have long-term debt maturity, and the pressure for refinancing and

short-term repayment is relatively small.

The main risks for the water utilities industry are as follows. First, the fund return depends on the government payment,
which has certain uncertainty. Second, the water price adjustment is not easy. If the cost rises, the operating efficiency will
decrease. Third, accelerating of the industry mergers and acquisitions will increase competition and affect the profitability
of the enterprises. Last, the water industry is a capital-intensive industry with large investment scale and long investment

recovery period.

Based on the aforementioned opinion towards the business development and regulation policy of the water utilities industry,

Fareast Credit’s outlook for the water utilities industry in the second half of 2019 is stable.
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