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China’s appliance manufacturing sector is a significant consumer of
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pper. Air conditioner makers, in particular, are major users, wi eir oo e e
annual demand estimated to account for more than 10% of China’s total Noscaa peeom m

copper consumption. Although China represents a sizable share of global
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seek alternatives. One feasible substitute is aluminum, a material China EEErIs CLOSE 1D YW
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roughly 60% of global production. Indeed, China’s air-conditioner &, (o i i
industry is accelerating the shift toward “aluminum-for-copper &= (UsSioz) eE e s
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It should be noted that “aluminum-for-copper substitution” does not G bl
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mean completely replacing copper with aluminum in an air-conditioner sorean  wsen 1062 L% 27%
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unit. In essence, copper-intensive components such as the tubes inside s 01 os% 0%
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heat exchangers will be replaced by aluminum. A standard unit’s heat
exchanger typically uses about 6—8 kg of copper. In practice, thick copper
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tubes will be replaced with flat, multi-channel aluminum tubes while uso 7781 ogst 1m4i0 072 69%
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other interconnecting piping can also be substituted with aluminum . ... .. S
through the use of anti-corrosion coatings, better welding and sealing *  coe 4o oo S
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technology to ensure long-term durability. REB 01 112 012 22360 0113
Market Sentiment CURRENT 5D
Putting that into numbers, copper represents 25-30% of the bill of e S
materials (BOM) in typical mass-market air conditioners, and can e B 24
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approach 40% in premium models. For a standard unit using 6—8 kg of e 0 0o
copper, the recent increase in copper prices, from around RMB 70,000 =" oo

per ton early this year to about RMB 92,000 per ton. This translates to a  seure seonters
copper cost per unit from roughly RMB 420-560 to RMB 552-736, an

increase of about RMB 132-176. It is estimated that a 1% rise in copper

prices adds roughly 0.25-0.30% to total unit cost.

Based on AVC’s 2024 global shipment data (Midea: 61.40mn units, Gree:
45.71mn units, Haier: 32.80mn units), the higher copper price implies
incremental raw-material costs of approximately RMB9.5bn, RMB7.0bn,
and RMB5.1bn, respectively. If “aluminum-for-copper substitution”
delivers 5% total cost savings (assuming copper makes up 25-30% of
BOM), this would equate to roughly RMB120 per unit or potential
savings of RMB7.3bn, RMB5.5bn, and RMB3.9bn for the three
companies, respectively.
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The following table compares the key differences between copper and aluminum.

Key Metric Copper Aluminum Impact on A/Cs
Thermal 237 Aluminum relies more
conductivity 401 on design/process to

(around 60% of copper)

(W/m-K) close the gap
Generally better; More prone to pitting in More s.ensmve to
. . . . . coating and
Corrosion behavior mainly uniform chloride/salt-spray .
. . manufacturing
corrosion environments )
consistency
i X
Raw material price  RMB 92,190/ton RMB 23,200/ton Copper is almost 4
the cost of aluminum
1 i B i -1
T [ 15-20 years Around 10 years (with process etter fit for 8-10 year

optimization) replacement cycles

The Government is also supportive to the switch. In March 2025, the MIIT and nine other
ministries issued the “Implementation Plan for High-Quality Development of the Aluminum
Industry (2025-2027),” which prioritizes “using aluminum to save copper.” In December, leading
brands including Midea, Haier, Xiaomi, Hisense, TCL, AUX, Changhong, and Meibo signed an
industry self-discipline pledge, affirming that aluminum heat exchangers can be stably applied in
selected models while maintaining performance and quality.

However, the industry is not fully aligned. Gree did not sign the pledge, as its chairwoman Dong
Mingzhu believes aluminum substitution has yet to match the reliability of copper-tube designs.
Under Gree’s 10-year free warranty strategy, a shorter aluminum lifespan (8—10 years versus
15-20 years for copper) could add pressure on brand reputation and after-sales support.

Looking beyond China, overseas adoption offers a useful benchmark for how widely aluminum-
based solutions have been accepted. Japanese Daikin’s aluminum-for-copper share reportedly
exceeded 50% in 2024, while aluminum heat exchangers are estimated to account for over 30% of
the market in Europe and the United States.

Our view: “Aluminum-for-copper substitution” has moved from a niche trial to a broader
substitution trend, driven by both copper-cost pressure and a strategic need to strengthen supply-
chain resilience. This is not a simple “product downgrade,” but a re-optimization of materials and
processes for key components, subject to meeting required safety, efficiency, and reliability
standards.

The price war in China’s air-conditioner sector has been intensifying recently. In 1Q—3Q 2025, the
market share of products below RMB2.2k exceeded 30%, from single-digit last year. It is believed
that an effective “Aluminum-for-copper substitution” can reduce low-end models’ exposure to
copper inflation and help protect profit margins. However, domestic demand is increasingly
replacement-led; subsidy impact is fading and weak property limits new installations. Therefore,
incremental growth should come mainly from overseas.

We prefer Haier Group (6690 HK, HK$24.76, HKS$232bn) in the home-appliance sector, supported
by stronger overseas localization, 20%+ market share in North America and Europe, and
production capability that can cover around 90% of its overseas demand, which should help offset
softer domestic sales. The company is trading at 9x FY26E P/E respectively. (Research
Department)

Kingsway Financial Services Group Limited - http://www.sunwahkingsway.com
Please see the important disclaimer and disclosures (if any) at the end of this report.



SUNWAH KINGSWAY

MEEE

Market Watch — Major Commodities and Currencies
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Precious metal Price (USS$) QTD%  YTD% YoY% Non-ferrous metals Price (USS) QTD% YTD% YoY%
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Source: Bloomberg
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US Economic Calendar China Economic Calendar
Expected Expected
Indicators Freq Obs Date Release Date Indicators Freq ObsDate Release Date
Initial Jobless Claims WoW 31-Dec-25 PMI Manufacturing MoM 31-Dec-25
Factory Orders MoM 7-Jan-26 Foreign Exchange Reseres QoQ 7-Jan-26
Wholesale Inventories MoM 8-Jan-26 Money Supply - M2 MoM 9-Jan-26
Housing Starts / Building Permits  MoM 9-Jan-26 PPI MoM 9-Jan-26
New home Sales MoM 13-Jan-26 ekl Mol DRlanz20
CPI MoM 13-Jan-26 Trade Balance MoM 14-Jan-26
Business Inventories MoM 14-Jan-26 Rl MoM 19-Jan-26
PP MoM 14-Jan-26 Industrial Production MoM 19-Jan-26
Existing Home Sales MoM 14-Jan-26 il bl Lot
Industrial Production MoM 16-Jan-26 Hong Kong Economic Calendar
GDP QoQ 22-Jan-26
Gonsumer Ganfidencs KoM e Indicators Freq ObsDate ReEI::::t;:te
Durable Goods Orders MoM 7-Jan-26 Money Supply - M2 MoM 31-Dec-25
ISM Manufacturing PMI MoM 5-Jan-26 Retail Sales MoM 2_Jan-26
Trade Balance MoM 8-Jan-26 PMI MoM 6-Jan-26
Employment Report MoM 9-Jan-26 Foreign Currency Resene MoM 7-Jan-26
Retail Sales MoM 14-Jan-26 Unemployment Rate MoM 20-Jan-26
Personal Income & Spending MoM 5-Jan-26 CPI MoM 22-Jan-26
Auto Sales MoM Trade Balance MoM 27-Jan-26
GDP QoQ 30-Jan-26
Producer Prices Index QoQ 13-Mar-26
Industrial Production QoQ 13-Mar-26
Composite Interest Rate MoM
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Notice of interest disclosure filed by substantial shareholders for the two previous trading days

Name of listed corporation Name of substantial share holder No. of shares bought/sold/involved Average price per share
CBK Holdings Ltd. Wang Zhao Hui 10,430,000(L) HKD0.6800
HUAXIN BUILDING MATERIALS GROUP CO., LTD. - H Shares Zhang Lin 25,000(L) HKD 17.6800
Shanghai Bio-heart Biological Technology Co., Ltd. - B- H Shares Wang Philip Li 10,000(L)y HKD 5.4692
Shanghai Bio-heart Biological Technology Co., Ltd. - B- H Shares Winning Pow erful Limited 10,000(L)y HKD 5.4692
Synagistics Ltd. Alibaba Group Holding Limited 20,509,000(L) HKD 2.0051
Synagistics Ltd. Alibaba Singapore Holding Private Limited 20,509,000(L) HKD 2.0951
Synagistics Ltd. Alibaba.com Holding Limited 20,509,000(L) HKD 2.0951
Synagistics Ltd. Alibaba.com International (Cayman) Holding Limited 20,509,000(L) HKD 2.0951
Synagistics Ltd. Alibaba.com Investment Holding Limited 20,509,000(L) HKD 2.0951
Synagistics Ltd. Alibaba.com Limited 20,500,000(L) HKD 2.0951
Capital Estate Ltd. CDKD Investment Limited 855,000(L) HKD0.1830
China International Development Corporation Ltd. Waterfront Holding Group Co., Ltd. 2,056,000(L) HKD 2.4403
China International Development Corporation Ltd. Zhao Jingfei 2,056,000(L) HKD 2.4403
Data Union Capital hternational Holdings Group Ltd. VW Yuantao 10,000(L)y HKD 4.6000
Hephant Holdings Group Ltd. DIXIAOGUANG 300,000(L) HKD0.5250
Far East Horizon Ltd. Liu Haifeng David 668,000(L) HKD 8.1900
Glorious Sun Enterprises Ltd. Yeung Chun Kam 40,000(Ly HKD 1.4000
Hengan International Group Co. Ltd. Hui Ching Lau 200,000(L) HKD 28.1541
King's Stone Holdings Group Ltd. Chiu Sui Keung 10,000,000(L) HKD0.0000
King's Stone Holdings Group Ltd. Huayu Holdings Limited 1,800,000(L) HKD0.5130
King's Stone Heldings Group Ltd. Huayu Holdings Limited 50,000,000(L) HKD0.0000
King's Stone Holdings Group Ltd. ZENG JINGWEN 1,800,000(L) HKD0.5130
King's Stone Holdings Group Ltd. ZENG JINGWEN 50,000,000(Ly HKD0.0000
New Gonow Recreational Vehicles hc. Dedao Trust Limited 6,422,656(L) HKD 1.1100
New Gonow Recreational Vehicles hc. MIAO Wanyi Holdings Limited 6,422,656(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Holdings Limited 1,482,151(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Hdldings Limited 988,101(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Holdings Limited 988,101(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Holdings Limited 988,101(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Hdldings Limited 988,101(L) HKD 1.1100
New Gonow Recreational Vehicles hc. Snow y.M Holdings Limited 988,101(L) HKD 1.1100
New Gohow Recreational Vehicles he. T4 6,422,656(L) HKD 1.1100
New Gonow Recreational Vehicles hc. ZBEo 6,422,656(L) HKD 1.1100
Shanghai Bio-heart Biological Technology Co., Ltd. - B- H Shares Wang Philip Li 10,000(L) HKD 5.7492
Shanghai Bio-heart Biological Technology Co., Ltd. - B~ H Shares Winning Pow erful Limited 10,000(L)y HKD 5.7492
Shanghai Chicmax Cosmetic Co., Ltd. - H Shares Luo Yan 363,600(L) HKD 75.4608
Synagistics Ltd. Alibaba Group Holding Limited 8,451,500(L) HKD 2.2389
Synagistics Ltd. Alibaba Singapore Holding Private Limited 8,451,500(L) HKD 2.2389
Synagistics Ltd. Alibaba.com Holding Limited 8,451,500(L) HKD 2.2389
Synagistics Ltd. Alibaba.com International (Cayman) Holding Limited 8,451,500(L) HKD 2.2389
Synagistics Ltd. Alibaba.com Investment Holding Limited 8,451,500(L) HKD 2.2389
Synagistics Ltd. Alibaba.com Limited 8,451,500(L) HKD 2.2389
Ten Pac Group Holdings Ltd. Hung Kwong Yee 40,000(Ly HKD 2.1100

Source: HKEx
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Disclaimer

This document is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in this
document may not be eligible for sale in certain jurisdiction. Neither this document nor any portion hereof may be taken distributed or
transmitted directly or indirectly into such jurisdiction nor to any residents thereof. Any failure to comply with this restriction may
constitute a violation of the applicable laws and regulations and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. This document has been produced for private circulation and ma(ljy not be copied,
photocopied, duplicated, or redistributed without the prior written consent of Kingsway Financial Services Group Limited (“KFS”) and its
affiliated companies (collectively, “Kingsway Group”).

This report is distributed in Hong Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”) by KFS which
is registered as a licensed corporation under the Securities and Futures Ordinance (Cap.571 of The Laws of Hong Kong) with the
Securities and Futures Commission of Hong Kong (“SFC”) and its SFC CE number is ADF346.

The information contained in this report has been taken from sources believed to be reliable but no representation or warranty
expressed or implied is made as to their accuracy or correctness. This report is published for the assistance of recipients but is not to
be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. It is not to be construed as an offer,
invitation or solicitation to buy or sell any securities of the company or companies covered herein. Any recommendation contained in
this report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific
addressee. All opinions and estimates reflect our judgment on the date of this report and are subject to change without notice.

KFS, including its parent, subsidiaries and/or affiliates, may act as lead or co-manager in an offering of the securities of any issuer
discussed herein, may from time to time perform financial services or other advisory services for, or solicit financial services or other
business from, any issuer.

Within the past year, KFS, including its parent, subsidiaries and/or affiliates, may have acted as market maker or traded on a principal
basis in the financial instruments of any issuer discussed herein and may act as underwriter, placement agent, advisor or lender to
such issuer.

KFS, including its parent, subsidiaries, affiliates, shareholders, officers, directors, and employees may have long or short positions in,
and buy or sell, the securities, commodities or derivatives (including options) or any other financial instruments thereof, of any issuers.

An employee of KFS, including its parent, subsidiaries and/or affiliates, may act as director, or be represented on the boards of
directors, of any such entities or issuers.

Copyright 2025 Kingsway Group. All rights reserved.
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