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Reiterate BUY on stronger 2H22 growth; 
Recent correction is overdone 

 

 

We believe recent pullback offers good buying opportunities as we expect 
Luxshare to deliver strong earnings growth of 59%/54% YoY in 3Q/4Q22E (vs 
34%/14% YoY in 1Q/2Q), driven by Apple’s product launches in 3Q22 and 
margin recovery in 2H22E. In addition, following several strategic M&As in 
2020/21, we believe Luxshare started to benefit from gaining share in iPhone’s 
top module, Macbook/iPad’s casing and Watch OEM in 2H22E. The stock now 
trades at 18.3x FY23E P/E, close to 1-sd below 5-yr average P/E. Reiterate BUY 
and rollover TP to RMB52.3, based on 30x FY23E P/E.   

 Poised to benefit from Apple’s new products and margin recovery in 
2H22E. As the major OEM/component supplier of Apple’s iPhone/ Watch/ 
Airpods, we believe Luxshare will benefit from Apple’s new products in 3Q22 
and gradual margin recovery in 2H22E. In particular, we are positive on 1) 
share gain of top module in two iPhone models, 2) blended ASP hike of 
iPhone 14pro/pro max, and 3) share gain of Watch/Airpods OEM. As 
profitability continues to improve into 2H22E, we forecast earnings growth 
will accelerate to 59%/54% YoY in 3Q/4Q22E (vs 14%/34% YoY in 
2Q/1Q22).  

 Strategic cooperation with Chery to pave way for auto tier-1 business. 
Chery Auto announced on 16 Sep to invest RMB100bn in next five years to 
enhance competitiveness in smart EVs and partnership with supply chain 
as part of its Yaoguang 2025 programme. As the close partner with Chery 
Auto for both own-brand and JDM projects, Luxshare is well positioned to 
capture growth opportunities in auto components, starting from high-voltage 
cable/harness products. Luxshare started to expand into auto component 
products since 2011, and established a strong product offering, including 
special-purpose wiring harnesses/connectors, telematics control units 
(TCUs), central gateway modules, and camera/LiDAR system for NEVs.  

 Recent correction is overdone; Reiterate BUY. We believe Luxshare’s 
operating efficiency will continue to improve with solid demand of iPhone/ 
Macbook/iPad products ahead, and its NPM will gradually recover through 
the learning curve. The stock now trades at 18.3x FY23E P/E based on our 
estimate, close to 1-SD below 5-year hist. avg P/E. Reiterate BUY with 
rollover TP of RMB52.3 (64% upside). Catalysts include iPhone share gain, 
Watch/Airpods shipment upside and NEV business progress. 
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Stock Data   

Mkt Cap (RMB mn) 225,940.7 

Avg 3 mths t/o (RMB mn) 34.7 

52w High/Low (RMB) 51.00/26.05 

Total Issued Shares (mn) 7085.0 

Source: FactSet   
 

Shareholding Structure  

Luxshare Ltd 38.6% 

HKEX 7.8% 

Source: Bloomberg   
 

Share Performance 

 Absolute Relative 

1-mth -16.9% -10.3% 

3-mth -0.8% 11.7% 

6-mth -9.4% 0.0% 

Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 

 

Earnings Summary      

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E 

Revenue (RMB mn) 92,501 153,946 198,768 234,917 267,788 

  YoY growth (%) 48.0 66.4 29.1 18.2 14.0 

Net profit (RMB mn) 7,225.5 7,070.5 9,998.0 12,348.4 14,711.2 

EPS (Reported) (RMB) 1.03 1.00 1.41 1.74 2.08 

  YoY growth (%) 17.1 (2.8) 40.7 23.5 19.1 

Consensus EPS (RMB) na na 1.43 1.90 2.35 

P/E (x) 44.0 41.4 22.6 18.3 15.4 

P/B (x) 10.3 6.4 4.1 3.4 2.8 

Yield (%) 0.2 0.0 0.5 0.6 0.7 

ROE (%) 27.4 18.4 19.8 20.4 20.2 
 

Source: Company data, Bloomberg, CMBIGM estimates 
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Earnings Revision 

Figure 1: Earnings revision 

  New Old Diff (%) 

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 198,768 234,917 267,788 98,936 126,353 146,236 101% 86% 83% 

Gross Profit 25,375 30,532 35,468 20,116 25,766 30,426 26% 18% 17% 

Operating Profit 11,216 13,663 16,123 8,589 11,295 13,967 31% 21% 15% 

Net profit 9,998 12,348 14,711 7,139 9,446 11,724 40% 31% 25% 

EPS (RMB) 1.41 1.74 2.08 1.33 1.77 2.19 6% -1% -5% 

Gross Margin 12.8% 13.0% 13.2% 20.3% 20.4% 20.8% -7.6 ppt -7.4 ppt -7.6 ppt 

Operating Margin 5.6% 5.8% 6.0% 8.7% 8.9% 9.6% -3 ppt -3.1 ppt -3.5 ppt 

Net Margin 5.0% 5.3% 5.5% 7.2% 7.5% 8.0% -2.2 ppt -2.2 ppt -2.5 ppt 

Source: Bloomberg, CMBIGM 

 

Figure 2: CMBI estimates vs consensus 

  CMBI Consensus Diff (%) 

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 198,768 234,917 267,788 204,807 244,429 286,042 -3% -4% -6% 

Gross Profit 25,375 30,532 35,468 26,747 33,222 39,455 -5% -8% -10% 

Operating Profit 11,216 13,663 16,123 11,568 15,237 18,674 -3% -10% -14% 

Net profit 9,998 12,348 14,711 10,081 13,111 16,545 -1% -6% -11% 

EPS (RMB) 1.41 1.74 2.08 1.43 1.90 2.35 -1% -8% -12% 

Gross Margin 12.8% 13.0% 13.2% 13.1% 13.6% 13.8% -0.3 ppt -0.6 ppt -0.5 ppt 

Operating Margin 5.6% 5.8% 6.0% 5.6% 6.2% 6.5% 0 ppt -0.4 ppt -0.5 ppt 

Net Margin 5.0% 5.3% 5.5% 4.9% 5.4% 5.8% 0.1 ppt -0.1 ppt -0.3 ppt 

Source: Bloomberg, CMBIGM 

 
Figure 3: Revenue breakdown  

RMB mn FY20 FY21 FY22E FY23E FY24E 

 Computer Connectors  3,521 7,857 10,999 12,099 13,309 

…YoY -14% 123% 40% 10% 10% 

 Automotive Interconnect  2,844 4,143 5,178 7,250 9,787 

…YoY 20% 46% 25% 40% 35% 

 Comm. Interconnection  2,265 3,269 6,539 9,481 13,748 

…YoY 1% 44% 100% 45% 45% 

 Consumer Electronics  81,818 134,638 170,800 199,261 222,069 

…YoY 57% 65% 27% 17% 11% 

    Casing + Top module - 49,727 76,383 95,203 108,668 

    Type-C (Non-Apple) 3,025 3,328 3,660 4,026 4,429 

    Dongle - - - - - 

    Lightning, wireless, LCP 10,390 11,201 12,031 13,378 14,740 

    Acoustics/haptics 5,462 6,484 7,052 6,819 6,787 

    Apple Watch 6,216 11,839 16,065 18,850 19,635 

    AirPods 55,257 46,935 47,922 49,454 50,514 

    Others 1,468 5,125 7,688 11,531 17,297 

 Other Connectors  2,052 4,039 5,251 6,827 8,874 

…YoY 13% 97% 30% 30% 30% 

 Total  92,501 153,946 198,768 234,917 267,788 

…YoY 48% 66% 29% 18% 14% 

Source: Company data, CMBIGM 
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Figure 4: P&L forecast 
RMB mn FY19 FY20 FY21 FY22E FY23E FY24E 

Revenue 62,516 92,501 153,946 198,768 234,917 267,788 

…YoY 74% 48% 66% 29% 18% 14% 

Cost of sales 50,068 75,770 135,048 173,393 204,386 232,320 

Gross profit 12,448 16,731 18,898 25,375 30,532 35,468 

GPM (%) 19.9% 18.1% 12.3% 12.8% 13.0% 13.2% 

…YoY 65% 34% 13% 34% 20% 16% 

        

SG&A -3,878 -5,268 4,532 5,790 6,843 7,801 

…% of rev -6.2% -5.7% 2.9% 2.9% 2.9% 2.9% 

R&D 4,376 5,745 6,642 8,576 10,136 11,554 

…% of rev 7.0% 6.2% 4.3% 4.3% 4.3% 4.3% 

Operating profit 5,745 8,168 8,167 11,216 13,663 16,123 

OPM (%) 9.2% 8.8% 5.3% 5.6% 5.8% 6.0% 

…YoY 74% 42% 0% 37% 22% 18% 

        

Net profit 4,714 7,225 7,071 9,998 12,348 14,711 

NPM (%) 7.5% 7.8% 4.6% 5.0% 5.3% 5.5% 

…YoY 73% 53% -2% 41% 24% 19% 

 Source: Company data, CMBIGM 
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Valuation  

Reiterate BUY with TP of RMB 52.3 (64% upside) 

We derived our 12m TP of RMB 52.3 based on rollover 30x FY23E P/E. We believe this is justified as Luxshare continues 

to deliver strong earnings growth, market share gain and product expansion to capture Apple and NEV opportunities in 

next 3-5 years.   

Upcoming catalysts include stronger iPhone shipment and NEV progress. Major risks include weaker iPhone/AirPods 

demand, weaker yield improvement and slower integration of acquired businesses. 

Figure 5: Peers’ valuation 

      
Market 

Cap Price TP 
Up/ 

Down P/E (x) P/B (x) ROE (%) 

Company Ticker Rating US$(mn) (LC) (LC) -side FY22E FY23E FY22E FY23E FY22E FY23E 

A-listed components   
          

Luxshare 002475 CH BUY 31,348 31.68 52.3 64% 22.6 18.3 4.1 3.4 18.2 18.6 

Goertek 002241 CH BUY 13,332 27.94 44.7 60% 17.5 14.2 3.0 2.5 17.1 17.8 

O-film 002456 CH NR 2,484 5.46 NA NA - - 2.4 2.4 (14.6) (5.8) 

Sunway 300136 CH NR 1,963 14.53 NA NA 17.7 13.1 2.1 1.8 12.2 15.0 

BOE 000725 CH NR 17,791 3.32 NA NA 9.0 7.1 0.8 0.8 9.2 11.1 

Hans Laser 002008 CH NR 3,956 26.93 NA NA 14.8 11.7 2.1 1.8 14.5 15.8 

Lens Tech 300433 CH NR 6,536 9.41 NA NA 21.3 12.5 1.1 1.0 6.3 8.0 

Everwin 300115 CH NR 1,946 11.60 NA NA 53.2 17.2 1.9 1.7 3.3 9.4 

Holitech 002217 CH NR 1,158 2.66 NA NA - - - - - - 

     Average    22.3 13.4 2.2 1.9 8.3 11.2 

H-listed components 
           

FIT Hon Teng 6088 HK  BUY 926 1.00 1.8 78% 5.7 4.9 0.3 0.3 6.0 6.5 

AAC Tech 2018 HK  HOLD 2,041 13.26 14.0 6% 15.7 10.9 0.6 0.6 4.0 5.6 

Sunny Optical 2382 HK HOLD 11,346 81.20 102.3 26% 29.1 19.7 3.4 3.0 11.8 15.3 

Tongda 698 HK  BUY 135 0.11 0.2 102% 3.6 2.7 0.1 0.1 2.3 3.0 

BYDE 285 HK HOLD 6,157 21.45 19.3 -10% 28.7 16.3 1.7 1.6 6.0 9.6 

Q tech 1478 HK BUY 543 3.60 5.6 56% 14.0 6.9 0.8 0.7 5.5 10.3 

TK Group 2283 HK BUY 186 1.75 3.4 93% 4.3 3.4 0.8 0.7 18.6 20.7 

Truly 732 HK NR 529 1.27 NA NA 4.4 3.6 0.4 0.3 8.2 9.2 

SMIC 981 HK NR 22,718 16.42 NA NA 9.3 11.2 0.8 0.7 10.1 7.4 

YOFC 6869 HK NR 3,367 17.88 NA NA 11.4 10.0 1.2 1.1 10.2 10.8 

Cowell 1415 HK NR 1,569 14.72 NA NA 21.1 13.4 3.7 - 21.4 27.3 

     Average    13.4 9.4 1.3 0.9 9.6 11.4 

Source: Bloomberg, CMBIGM, * TP under review 
 

Figure 6: 12M forward P/E band 

 

Source: Bloomberg, CMBIGM 

Figure 7: 12M forward P/B band 

 
Source: Bloomberg, CMBIGM 
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Financial Summary 
 

INCOME STATEMENT 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec (RMB mn)       

Revenue 62,516 92,501 153,946 198,768 234,917 267,788 

Cost of goods sold (50,068) (75,770) (135,048) (173,393) (204,386) (232,320) 

Gross profit 12,448 16,731 18,898 25,375 30,532 35,468 

Selling expense (498) (477) (790) (1,020) (1,205) (1,374) 

Admin expense 0  0  0  0  0  0  

SG&A expense 4,376 5,745 (3,742) (4,770) (5,638) (6,427) 

R&D expense (4,376) (5,745) (6,642) (8,576) (10,136) (11,554) 

Others (6,621) (9,512) (1,101) (809) (906) (1,006) 

Other income 232 451 854 854 854 854 

Gain/loss on financial assets at FVTPL 1 329 (116) 0  0  0  

Investment gain/loss 173 648 689 0  0  0  

Other gains/(losses) 10 (2) 118 163 163 163 

EBIT 5,745 8,168 8,167 11,216 13,663 16,123 

Net Interest income/(expense) (330) (905) (555) (610) (671) (738) 

Other income/expense (110) (32) (25) (25) (25) (25) 

Pre-tax profit 5,635 8,136 8,143 11,191 13,638 16,098 

Income tax (708) (645) (322) (443) (540) (637) 

After tax profit 4,927 7,491 7,821 10,748 13,098 15,461 

Minority interest  214 266 750 750 750 750 

Net profit 4,714 7,225 7,071 9,998 12,348 14,711 

Gross dividends 645 774 771 1,090 1,346 1,604 
 

 

BALANCE SHEET 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec (RMB mn)       

Current assets 30,751 43,396 72,309 78,170 107,011 115,895 

Cash & equivalents 6,180 10,528 14,205 21,883 30,269 42,723 

Account receivables 13,310 14,100 31,931 28,118 42,740 37,947 

Inventories 7,701 13,211 20,901 22,897 28,729 29,953 

Prepayment 212 184 406 406 406 406 

Financial assets at FVTPL 1,524 3,160 2,107 2,107 2,107 2,107 

Other current assets 1,823 2,212 2,760 2,760 2,760 2,760 

Non-current assets 18,627 26,617 48,263 50,171 51,843 53,308 

PP&E 14,573 21,357 37,799 39,707 41,378 42,843 

Deferred income tax 139 356 891 891 891 891 

Investment in JVs & assos 497 1,347 1,362 1,362 1,362 1,362 

Intangibles 1,048 1,265 2,223 2,223 2,223 2,223 

Goodwill 533 533 1,397 1,397 1,397 1,397 

Financial assets at FVTPL 0 0 0 0 0 0 

Other non-current assets 1,837 1,759 4,591 4,591 4,591 4,591 

Total assets 49,378 70,013 120,572 128,341 158,854 169,203 
       

Current liabilities 24,860 33,593 64,831 63,373 82,627 79,610 

Short-term borrowings 4,166 7,577 11,920 12,920 13,920 14,920 

Account payables 17,475 23,180 45,651 43,193 61,447 57,430 

Tax payable 102 0  0  0  0  0  

Other current liabilities 1,694 1,438 5,160 5,160 5,160 5,160 

Accrued expenses 1,423 1,398 2,100 2,100 2,100 2,100 

Non-current liabilities 2,768 5,513 9,959 9,959 9,959 9,959 

Long-term borrowings 1,563 1,495 5,025 5,025 5,025 5,025 

Other non-current liabilities 1,206 4,018 4,934 4,934 4,934 4,934 

Total liabilities 27,628 39,106 74,789 73,331 92,586 89,569 
       

Share capital 5,349 7,000 7,050 7,050 7,050 7,050 

Retained earnings 11,765 17,996 24,041 33,269 44,528 57,893 

Other reserves 3,183 3,106 4,196 4,196 4,196 4,196 

Total shareholders equity 21,750 30,907 45,783 55,010 66,269 79,634 

Minority interest 1,453 2,805 10,494 10,494 10,494 10,494 

Total equity and liabilities 49,378 70,013 120,572 128,341 158,854 169,203 
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CASH FLOW 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec (RMB mn)       

Operating       

Profit before taxation 5,635 8,136 8,143 11,191 13,638 16,098 

Depreciation & amortization 1,671 2,417 5,188 5,092 5,328 5,535 

Tax paid (708) (645) (322) (443) (540) (637) 

Change in working capital 491 (2,637) (6,166) (641) (2,200) (447) 

Others (331) (1,043) 120 167 131 101 

Net cash from operations 7,466 6,873 7,285 15,809 16,898 21,288 
       

Investing       

Capital expenditure (6,363) (7,502) (12,567) (7,000) (7,000) (7,000) 

Acquisition of subsidiaries/ investments (80,378) (57,780) (54,513) 0  0  0  

Net proceeds from disposal of short-term 
investments 

80,302 56,029 54,095 0  0  0  

Others 140 105 4,606 0  0  0  

Net cash from investing  (6,298) (9,148) (8,380) (7,000) (7,000) (7,000) 
       

Financing       

Dividend paid 536 1,066 1,400 1,521 1,840 2,096 

Net borrowings 1,121 1,771 (2,622) 1,000 1,000 1,000 

Proceeds from share issues 0  1,610 2,387 0  0  0  

Others (585) 2,340 (1,555) (3,652) (4,351) (4,930) 

Net cash from financing  1,072 6,786 (390) (1,131) (1,511) (1,834) 
       

Net change in cash       

Cash at the beginning of the year 3,810 6,147 10,465 8,922 16,600 24,986 

Exchange difference 97 (195) (58) 0  0  0  

Cash at the end of the year 6,147 10,465 8,922 16,600 24,986 37,440 

GROWTH 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec       

Revenue 74.4% 48.0% 66.4% 29.1% 18.2% 14.0% 

Gross profit 65.0% 34.4% 12.9% 34.3% 20.3% 16.2% 

EBIT 74.4% 42.2% (0.0%) 37.3% 21.8% 18.0% 

Net profit 73.1% 53.3% (2.1%) 41.4% 23.5% 19.1% 

PROFITABILITY 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec       

Gross profit margin 19.9% 18.1% 12.3% 12.8% 13.0% 13.2% 

Return on equity (ROE) 24.5% 27.4% 18.4% 19.8% 20.4% 20.2% 

GEARING/LIQUIDITY/ACTIVITIES 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec       

Current ratio (x) 1.2 1.3 1.1 1.2 1.3 1.5 

Receivable turnover days 5.1 6.7 6.7 6.7 6.7 6.7 

Inventory turnover days 8.1 7.2 7.9 7.9 7.9 7.9 

Payable turnover days 3.6 3.7 3.9 3.9 3.9 3.9 

VALUATION 2019A 2020A 2021A 2022E 2023E 2024E 

YE 31 Dec       

P/E 19.5 44.0 41.4 22.6 18.3 15.4 

P/B 4.2 10.3 6.4 4.1 3.4 2.8 

Div yield (%) 0.7 0.2 0.0 0.5 0.6 0.7 
 

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets. 
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