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MLCC Powder

Growth empowered by high-end MLCC demand: 10
key takeaways from fireside chat with Sinocera

JPM View: We hosted Sinocera’s senior management for a virtual fireside chat
yesterday (8 June) in conjunction with our MLCC zoom series. The key
takeaways from the event were that MLCC is being fueled by strong demand for
Al servers and automotive electronics, and the MLCC powder industry entered a
robust upward cycle in 1H26, exceeding both market and company expectations.
Sinocera’s MLCC business is well-positioned to deliver over 20% annual revenue
growth, supported by thriving, newly completed, high-end MLCC product lines.
Capacity has ramped up for high-end MLCC powders, which boast higher selling
prices and gross margins. Meanwhile, its portfolio of Al-related new materials is
progressing steadily. Backed by sound R&D systems and rational capital
arrangements, the company is poised for sustainable long-term development.

Global MLCC manufacturers are shifting production capacity to high-end
products, leading to capacity spillover and a notable rise in the utilization rate of
Sinocera’s conventional MLCC powder lines. The company’s Al and automotive-
grade products have completed qualification at Samsung and will enter mass
production in Q3. We believe such initiatives could materialize the company’s
earnings growth in 2H26 and onwards. In the long run, China’s stringent controls
on rare earth exports will create lasting advantages for domestic suppliers.
Multiple new material projects including ceramic substrates, spherical silicon and
satellite packaging components are in the client validation stage, with clear
timelines for volume production ahead.

¢ 1. Industry Trend & Annual Growth Target. The MLCC sector had much
stronger momentum in 1H26 than expected, as Al server demand drove robust
consumption growth of high-end MLCC components. Capacity reallocation by
overseas players lifted the operating rate of low-end MLCC producers. With
dual growth drivers from conventional and high-end MLCC products, Sinocera
stated that its full-year earnings growth target of 20+% would be highly
achievable amid current tailwinds.

e 2. Product Pricing & Profit Margin Structure. There is a clear tiered pricing
and profitability across product lines. Conventional MLCC powder is priced at
Rmb60k-70k/t, with a gross margin of 33+%. Automotive-grade products sell
for Rmb80k-90k/t, while Al server-grade powder exceeds Rmb100k/t. High-end
varieties deliver gross margins of 45% to 50%, substantially lifting overall
profitability levels.

e 3. Capacity Planning for MLCC Powders. Sinocera has built a well-structured
capacity framework. Its stable production capacity for consumer-grade MLCC
powder stands at 10,000 tons, which operated at a 70+% utilization rate last
year. A 2,000-ton high-end production line was launched at end-2025, and
another 3,000-ton expansion will be finished by year-end 2026. Total capacity
will reach 15,000 tons, and the firm expects to sell over 1,000 tons of high-end
products in 2026.

e 4. Market Share & Key Customer Profile. Sinocera dominates the domestic
MLCC powder market, holding more than 80% market share and around 20% of
the global market. Domestically, it is the largest supplier for major client
Fenghua, alongside other key partners. Internationally, Samsung is its core high-
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end customer. After a nearly one-year qualification process, the premium
products will be shipped in large volumes starting from 3Q26.

5. Rare Earth Policy & Long-term Competitive Edge. China supplies 80% to
95% of global rare earth resources essential for MLCC powder production.
Japanese manufacturers hold strategic inventories covering one to two years of
usage, so there is no immediate supply pressure. Nevertheless, continuous strict
export controls on rare earths would constrain overseas production capacity in
the long term, bringing sustained order transfers to domestic players including
Sinocera.

6. Technical Threshold & Product Qualification. High-end MLCC powder
requires stricter technical standards: particle size ranges from 100-150nm for
domestic Al clients and 200nm for Samsung, with higher requirements on
uniformity and dispersion. The yield rate of finished high-end MLCC powder
may only reach 80%, versus over 95% for conventional products. With proven
qualified products, subsequent client qualification cycles will be greatly
shortened.

7. Progress of New Material Businesses. Sinocera’s new material projects are
moving forward on schedule. Spherical Silicon will pass qualification at
Taiwanese clients in 2H26, generating tens of millions RMB in revenue, with
2,000 tons of new capacity to be added by end of this year. Low-orbit satellite
ceramic casings are projected to achieve 30%-40% annual growth. Ceramic
substrates and TEC components are under client testing and will contribute
revenue starting in 2027.

8. Industrial Strategy & Downstream Layout. The company adopts a
differentiated industrial expansion strategy. It focuses on upstream ceramic
powder materials for mature downstream MLCC markets with established
giants. For high-end downstream sectors monopolized by overseas enterprises
and still in early stages domestically, Sinocera may extend to finished products.
Centered on domestic substitution, this strategy lowers operational risks and
improves the success rate of industrial layout.

9. Development Model: R&D plus M&A. Sinocera sticks to a dual growth
model combining in-house R&D and external M&A. Annual R&D investment
accounts for roughly 7% of revenue with no spending cap for key projects. Two-
tier R&D teams undertake long-term cutting-edge research and existing product
upgrades respectively. Targeted M&As in medical and fine ceramic sectors
complement technological strengths and accelerate business expansion.

10. Capital Allocation & Shareholder Returns. The company strikes a
balance between long-term investment and shareholder returns. It maintains
steady spending on R&D and M&A, while actively implementing annual and
semi-annual dividends as well as share repurchases. The proportion of overseas
shareholders has fallen from a peak of 28% to current 5%—6%. Sinocera remains
open to global investors and optimizes corporate governance to support its
overseas business expansion.
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Companies Discussed in This Report (all prices in this report as of market close on 09 June 2026, unless otherwise
indicated)
Shandong Sinocera - A(300285.SZ/Rmb66.40/OW)

Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research
Analysts are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and
(2) no part of any of the Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations
or views expressed by the Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if
applicable, they also certify, as per KOFIA requirements, that the Research Analyst’s analysis was made in good faith and that the views
reflect the Research Analyst’s own opinion, without undue influence or intervention.

All authors named within this report are Research Analysts who produce independent research unless otherwise specified. In Europe,
Sector Specialists (Sales and Trading) may be shown on this report as contacts but are not authors of the report or part of the Research
Department.
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® Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to
Shandong Sinocera - A or related entities.

® Debt Position: J.P. Morgan may hold a position in the debt securities of Shandong Sinocera - A or related entities, if any.

Company-Specific Disclosures: J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision. Important disclosures, including price charts and credit
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Initiated coverage Dec 06, 2022. All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
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J.P. Morgan uses the following rating system: Overweight (over the duration of the price target indicated in this report, we expect this
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total return of the stocks in the Research Analyst’s, or the Research Analyst’s team’s, coverage universe); and Underweight (over the
duration of the price target indicated in this report, we expect this stock will underperform the average total return of the stocks in the
Research Analyst’s, or the Research Analyst’s team’s, coverage universe. NR is Not Rated. In this case, J.P. Morgan has removed the
rating and, if applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or
policy reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. Some stocks under coverage have a rating but no price target; in these cases, we expect the stock will
outperform/perform in line/underperform the average total return of the stocks in the Research Analyst’s, or the Research Analyst’s
team’s, coverage universe of the relevant duration of the region. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap
Equity Research, each stock’s expected total return is compared to the expected total return of a benchmark country market index, not to
those Research Analysts’ coverage universe. If it does not appear in the Important Disclosures section of this report, the certifying
Research Analyst’s coverage universe can be found on J.P. Morgan’s Research website, https://www.jpmorganmarkets.com.

Coverage Universe: Mu, Lei : COSL - A (601808.SS), COSL - H (2883.HK), LB Group - A (002601.SZ), Offshore Oil Engineering - A
(600583.SS), Shandong Sinocera - A (300285.SZ), Sinopec Engineering (2386.HK), Sinopec Oilfield Service Corp - A (600871.SS),
Sinopec Oilfield Service Corp - H (1033.HK), Sinopec Shanghai Petrochemical - A (600688.SS), Sinopec Shanghai Petrochemical - H
(0338.HK), Skshu Paint Co., LTD - A (603737.SS), Yantai Jereh - A (002353.SZ)

J.P. Morgan Equity Research Ratings Distribution, as of April 04, 2026
Overweight Neutral = Underweight

(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage* 51% 37% 12%
IB clients** 83% 79% 74%
JPMS Equity Research Coverage* 49% 39% 13%
IB clients** 94% 93% 85%

*Please note that the percentages may not add to 100% because of rounding.

**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking
services within the previous 12 months.

For purposes of FINRA ratings distribution rules only, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above.
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are
available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it
the material underlying assumptions used.

History of Investment Recommendations:
A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of J.P. Morgan Securities LLC, may not be registered as research analysts under FINRA rules, may not be associated persons of
J.P. Morgan Securities LLC, and may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with covered
companies, public appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates
worldwide.

UK MIFID FICC research unbundling exemption: UK clients should refer to UK MIFID Research Unbundling exemption for details
of J.P. Morgan’s implementation of the FICC research exemption and guidance on relevant FICC research categorisation.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators.
For all research material available on a particular stock, please contact your sales representative.
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Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China;
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).

J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Any digital or crypto assets discussed in this research report are subject to a rapidly changing regulatory landscape. For relevant
regulatory advisories on crypto assets, including bitcoin and ether, please see https://www.jpmorgan.com/disclosures/cryptoasset-
disclosure.

The author(s) of this research report may not be licensed to carry on regulated activities in your jurisdiction and, if not licensed, do not
hold themselves out as being able to do so.

Exchange-Traded Funds (ETFs): J.P. Morgan Securities LLC (“JPMS”) acts as authorized participant for substantially all U.S.-listed
ETFs. To the extent that any ETFs are mentioned in this report, JPMS may earn commissions and transaction-based compensation in
connection with the distribution of those ETF shares and may earn fees for performing other trade-related services, such as securities
lending to short sellers of the ETF shares. JPMS may also perform services for the ETFs themselves, including acting as a broker or
dealer to the ETFs. In addition, affiliates of JPMS may perform services for the ETFs, including trust, custodial, administration, lending,
index calculation and/or maintenance and other services.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's
Characteristics and Risks of Standardized Options or https://www.finra.org/sites/default/files/2020-

08/Security Futures Risk Disclosure Statement 2020.pdf for a copy of the Security Futures Risk Disclosure Statement.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information,
please consult: https://www.jpmorgan.com/global/disclosures/interbank _offered rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co.
and its subsidiaries (“J.P. Morgan Private Bank”), research is provided to you by J.P. Morgan Private Bank and not by any other division
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly
responsible for the production of this research. Where more than one legal entity is listed under an analyst’s name, the first legal entity is
responsible for the production unless stated otherwise. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as
being able to do so). Unless otherwise stated below in the legal entity disclosures, this material has been distributed by the legal entity
responsible for production, or where more than one legal entity is listed under the analyst’s name, the first legal entity will be responsible
for distribution. If you have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction
that has distributed this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:

Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Republica Argentina (“BCRA”-
Central Bank of Argentina) and Comision Nacional de Valores (“CNV”- Argentinian Securities Commission - ALYC y AN Integral
N°51).

Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by the
Australian Securities and Investments Commission and is a Market Participant of ASX Limited, a Clearing and Settlement Participant of
ASX Clear Pty Limited and a Clearing Participant of ASX Clear (Futures) Pty Limited. This material is issued and distributed in Australia
by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G of the Corporations Act 2001). A list of all financial
products covered can be found by visiting https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of
relevance to the domestic and international investor base across all Global Industry Classification Standard (GICS) sectors, as well as
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company(ies), the Research Analyst team may at times perform such diligence through corporate engagements such as site visits,
discussions with company representatives, management presentations, etc. Research issued by JPMSAL has been prepared in accordance
with J.P. Morgan Australia’s Research Independence Policy which can be found at the following link: J.P. Morgan Australia - Research
Independence Policy.

Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil.
Ombudsman J.P. Morgan: 0800-7700847 / 0800-7700810 (For Hearing Impaired) / ouvidoria.jp.morgan@jpmchase.com.

Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the Canadian Investment Regulatory
Organization and the Ontario Securities Commission and is the participating member on Canadian exchanges. This material is distributed
in Canada by or on behalf of J.P.Morgan Securities Canada Inc.

Chile: Inversiones J.P. Morgan Limitada is an unregulated entity incorporated in Chile.

China: J.P. Morgan Securities (China) Company Limited has been approved by CSRC to conduct the securities investment consultancy
business.

Colombia: Banco J.P. Morgan Colombia S.A. is supervised by the Superintendencia Financiera de Colombia (SFC). Any reference in
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services within Colombian territory, as defined under applicable Colombian regulation.

Dubai International Financial Centre (DIFC): JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial
Services Authority (DFSA) and its registered address is Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO
Box 506551, Dubai, UAE. This material has been distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as
professional clients or market counterparties as defined under the DFSA rules.

European Economic Area (EEA): Unless specified to the contrary, research is distributed in the EEA by J.P. Morgan SE (“JPM SE”),
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Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority and
the Securities and Futures Commission in Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE number AAB027) is
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Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is registered and supervised by the
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Mexicana de Valores”) and the Institutional Stock Exchange (“Bolsa Institucional de Valores™), and it is authorized to act as a broker
dealer by the National Banking and Securities Exchange Commission (“Comision Nacional Bancaria y de Valores”).
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Exchange Commission.
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