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SANY International (631 HK)

Expansion to new energy equipment sector
with an ambitious target

BUY (Maintain)

Target Price HK$13.20
We believe the expansion to lithium battery equipment manufacturing will serve (Previous TP HK$13.20)
as an important growth driver for SANYI. We believe (1) the existing relationship Up/Downside 61.0%
with lithium battery manufacturers and (2) the capability to produce in-house Current Price HK$8.20

components will enable SANYI to break the entry barrier in the battery
equipment space and gain market share over the coming years. SANYI set an
ambitious revenue target of RMB3bn in 2025E. We have yet to factor in this
potential contribution in our model as we are awaiting further operating data.
Reiterate BUY with TP of HK$13.2 (23x 2022E P/E).

B Acquisition of SANY Tech. SANYI announced in late Dec the acquisition of
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95% interest in SANY Tech (lithium battery equipment maker) from SANY
Group (parent company of SANY]I) for a consideration of RMBO0.95. Established
in 2021, SANY Tech is engaged in R&D, manufacturing and sales of new,
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energy battery equipment. In May-Nov 2022, SANY Technology recognized ~ Stock Data
revenue of RMB5.5mn. As of end Nov 2022, SANY Technology had net Xvkéganftﬁgﬁ?% ) 25’923'_2
liabilities of RMB41.6mn. 52w High/Low (HK$) 8.88/6.44
B Mastered the core technology. On the back of the capability to master the|  Total Issued Shares (mn) 3162.0
core technology, SANY Tech has completed the first production line for 3GWh| ~ Scurce: FactSet
lithium battery with an estimated value of RMB300mn. All 34 types of|  Shareholding Structure
equipment of the production line are in-house developed, covering front, middle|  Sany Heavy Equipment 67.7%
and back section. SANY Tech currently has 300 R&D personnel and the — [vesrments company 32.3%
number is expected to increase by 30% YoY in 2023E. SANY Tech believes|  source: HKEx
that the annual output per production line can reach 5GWh going forward.
. . . . . Share Performance
B Established relationship with battery manufacturers. Given that Absoluie Relaive
electrification is the key direction, SANY Group (including the subsidiaries) has|  1-mth 3.8% -3.9%
continued to increase the procurement of batteries to support the fast-growing me 919-233//3 ig‘;//z

demand for new energy machinery and heavy-duty trucks. On the other hand,
SANYI has been supplying robotics products to some leading battery makers. ,
We believe SANYI's business relationship with the battery makers will make itf 12 mth Price Performance
less difficult to promote the battery equipment products. HSI (Rebased)
B Ambitious growth target. The delivery of the 3GWh production line will
generate ~RMB300mn revenue in 2023E, which will potentially enhance our
2023E revenue forecast by 1.5%. SANYI targets to achieve RMB3bn revenue
in 2025E. SANYI believes that even if the ASP is 10-20% below the industry
level, the gross margin can still be maintained at 30-40% given the production 2z Aptz Wiz Otz 2
cost advantage. Source: FactSet

Source: FactSet
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Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 7,364 10,195 15,293 18,403 21,739

YoY growth (%) 30.2 38.4 50.0 20.3 18.1
Adjusted net profit (RMB mn) 1,045.1 1,086.7 1,655.3 1,991.8 2,326.6
EPS (Adjusted) (RMB) 0.34 0.35 0.53 0.63 0.74
Consensus EPS (RMB) na na 0.50 0.61 0.74
P/E (x) 11.3 17.7 13.7 11.4 9.7
P/B (x) 15 2.6 2.3 2.0 1.7
Yield (%) 35 17 2.3 2.7 3.2
ROE (%) 14.0 15.2 17.7 18.6 18.9
Net gearing (%) (23.3) (18.3) (19.0) (22.5) (29.3)
Source: Company data, Bloomberg, CMBIGM estimates
Note: Net cash for —ve net gearing

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1

MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk
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Figure 1: China lithium battery production volume
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Source: China Industry Technology Innovation Strategic Alliance for Electric Vehicle, CMBIGM

Figure 2: Winding machine

Figure 3: Formation & grading machine

Source: Company, CMBIGM

Figure 4: Electrolyte injection machine

Source: Company, CMBIGM

Figure 5: Module packing machine
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Source: Company, CMBIGM

Source: Company, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 6: Mixing machine

Figure 7:

Slitting machine
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Source: Company, CMBIGM

Figure 8: Coating machine

Source: Company, CMBIGM

Figure 9: Stacking machine

Source: Company, CMBIGM

Figure 10: Operating assumptions for SANYI

Source: Company, CMBIGM

(RMB mn) 2018 2019 2020 2021 2022E 2023E 2024E
Revenue

Road header 1,079 1,408 1,249 1,834 2,600 2,917 3,124
Combined coal mining units (CCMU) 966 1,073 1,640 1,733 2,859 3,288 3,683
Small-size port machinery 1,305 1,547 1,798 2,459 3,369 3,942 4,533
Large-size port machinery 551 686 720 840 1,344 1,667 2,000
Mining trucks 88 388 952 1,512 2,752 3,777 5,048
After sales service 428 554 603 706 988 1,087 1,196
Robot - - 400 1,150 1,380 1,725 2,156
Total 4,417 5,656 7,362 10,234 15,293 18,403 21,739
Growth (YoY)

Road header 53.8% 30.5% -11.3% 46.8% 41.8% 12.2% 7.1%
Combined coal mining units (CCMU) 268.0% 11.1% 52.8% 5.7% 65.0% 15.0% 12.0%
Small-size port machinery 45.3% 18.5% 16.2% 36.8% 37.0% 17.0% 15.0%
Large-size port machinery 61.3% 24.5% 5.0% 16.7% 60.0% 24.0% 20.0%
Mining trucks 285.1% 340.9% 145.4% 58.8% 82.0% 37.2% 33.6%
After sales service 67.9% 29.4% 8.8% 17.1% 40.0% 10.0% 10.0%
Robot - - - 187.5% 20.0% 25.0% 25.0%
Total 78.0% 28.1% 30.2% 39.0% 49.4% 20.3% 18.1%
Grossmargin

Blended gross margin 28.9% 29.5% 27.6% 23.5% 23.9% 23.7% 23.3%

Source: Company data, CMBIGM estimates

Major risk factors: (1) weakness in mining activities; (2) development of new products
below expectation; and (3) rebound of raw material costs.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Financial Summary

INCOME STATEMENT

YE 31 Dec (RMB mn)

Revenue 5,656 7,364 10,195 15,293 18,403 21,739
Cost of goods sold (3,987) (5,403) (7,805) (11,642) (14,048) (16,676)
Gross profit 1,669 1,961 2,390 3,651 4,355 5,063
Operating expenses (1,030) (1,137) (1,620) (2,355) (2,816) (3,304)
Selling expense (388) (430) (567) (856) (1,031) (1,217)
Admin expense (643) (707) (1,053) (1,499) (1,785) (2,087)
Operating profit 458 463 737 749 902 1,065
Other income 342 237 391 489 589 696
Other expense 4) (31) (1) (46) (55) (65)
Other gains/(losses) 121 257 347 306 368 435
Share of (losses)/profits of associates/JV 0 0 0 0 0 0
EBITDA 1,346 1,535 1,756 2,368 2,785 3,175
Depreciation 249 249 249 323 344 351
EBIT 1,097 1,286 1,507 2,045 2,441 2,824
Interest income 58 36 51 57 61 70
Interest expense (85) (132) (120) (130) (130) (123)
Net Interest income/(expense) 27) (96) (69) (73) (69) (53)
Pre-tax profit 1,070 1,190 1,438 1,972 2,372 2,771
Income tax (148) (139) (129) (256) (308) (360)
After tax profit 922 1,052 1,309 1,715 2,064 2,411
Minority interest 2) (6) (50) (60) (72) (84)
Net profit 920 1,045 1,259 1,655 1,992 2,327
Adjusted net profit 865 1,045 1,087 1,655 1,992 2,327
Gross dividends 338 408 385 513 617 721
BALANCE SHEET 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec (RMB mn)

Current assets 10,338 12,016 14,217 17,371 19,206 23,558
Cash & equivalents 1,103 941 1,349 1,645 2,330 3,703
Account receivables 2,634 3,288 4,272 5,532 6,367 7,690
Inventories 1,438 1,821 2,529 3,851 4,001 5,320
Prepayment 615 359 585 585 585 585
ST bank deposits 2 0 21 21 21 21
Financial assets at FVTPL 3,276 4,024 3,680 3,680 3,680 3,680
Other current assets 1,269 1,583 1,782 2,057 2,223 2,560
Non-current assets 5,209 5,448 6,568 6,745 6,701 6,450
PP&E 2,413 2,591 3,314 3,518 3,501 3,277
Deferred income tax 348 296 287 287 287 287
Goodwill 1,130 1,130 1,130 1,130 1,130 1,130
Other non-current assets 1,317 1,432 1,838 1,811 1,784 1,757
Total assets 15,546 17,464 20,785 24,116 25,908 30,009
Current liabilities 6,421 7,938 9,170 11,170 11,411 13,718
Short-term borrowings 2,512 2,645 1,687 1,687 1,687 1,787
Account payables 1,832 2,893 4,422 6,422 6,663 8,871
Tax payable 253 197 185 185 185 185
Other current liabilities 1,824 2,205 2,875 2,875 2,875 2,875
Non-current liabilities 1,980 1,667 2,832 2,832 2,832 2,832
Long-term borrowings 747 493 1,767 1,767 1,767 1,767
Other non-current liabilities 1,232 1,174 1,065 1,065 1,065 1,065
Total liabilities 8,401 9,605 12,002 14,002 14,243 16,551
Total shareholders equity 7,132 7,839 8,701 9,972 11,450 13,160
Minority interest 14 20 82 142 214 299
Total equity and liabilities 15,546 17,464 20,785 24,116 25,908 30,009

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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2020A 2021A 2022E 2023E 2024E

YE 31 Dec (RMB mn)

Operating

Profit before taxation 1,070 1,190 1,438 1,972 2,372 2,771
Depreciation & amortization 249 249 249 323 344 351
Tax paid (100) (108) (129) (256) (308) (360)
Change in working capital (43) 105 475 (858) (910) (771)
Others (375) (366) (1,110) 73 69 53
Net cash from operations 801 1,070 923 1,253 1,567 2,043
Investing

Capital expenditure (216) (334) (944) (500) (300) (100)
Others (2,095) (313) 648 57 61 70
Net cash from investing (2,311) (647) (296) (443) (239) (30)
Financing

Dividend paid (321) (394) (408) (385) (513) (617)
Net borrowings (85) (132) (120) (130) (130) (123)
Proceeds from share issues 70 30 0 0 0 0
Others 1,863 (105) 301 0 0 100
Net cash from financing 1,527 (602) (227) (514) (643) (640)

Net change in cash

Cash at the beginning of the year 1,070 1,103 941 1,349 1,645 2,330
Exchange difference 16 17 8 0 0 0
Cash at the end of the year 1,103 941 1,349 1,645 2,330 3,703
GROWTH 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Revenue 28.1% 30.2% 38.4% 50.0% 20.3% 18.1%
Gross profit 28.6% 17.5% 21.9% 52.8% 19.3% 16.3%
Operating profit 88.0% 1.0% 59.2% 1.7% 20.3% 18.1%
EBITDA 42.6% 14.0% 14.4% 34.8% 17.6% 14.0%
EBIT 52.4% 17.3% 17.2% 35.7% 19.4% 15.7%
Net profit 53.2% 13.6% 20.5% 31.5% 20.3% 16.8%
Adj. net profit 111.5% 20.8% 4.0% 52.3% 20.3% 16.8%
PROFITABILITY 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Gross profit margin 29.5% 26.6% 23.4% 23.9% 23.7% 23.3%
Operating margin 8.1% 6.3% 7.2% 4.9% 4.9% 4.9%
EBITDA margin 23.8% 20.9% 17.2% 15.5% 15.1% 14.6%
Adj. net profit margin 15.3% 14.2% 10.7% 10.8% 10.8% 10.7%
Return on equity (ROE) 13.6% 14.0% 15.2% 17.7% 18.6% 18.9%
GEARING/LIQUIDITY/ACTIVITIES 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Net debt to equity (x) (0.2) (0.2) (0.2) (0.2) (0.2) 0.3)
Current ratio (x) 1.6 15 1.6 1.6 1.7 1.7
Receivable turnover days 153.6 146.8 135.3 117.0 118.0 118.0
Inventory turnover days 136.1 110.1 101.7 100.0 102.0 102.0
Payable turnover days 167.1 159.6 171.0 170.0 170.0 170.0
VALUATION 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

P/E 9.8 11.3 17.7 13.7 11.4 9.7
P/B 13 15 2.6 2.3 2.0 17
Div yield (%) 3.7 35 17 2.3 27 3.2

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

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in
this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as
an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced,
reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors"”, as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities
and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law.
Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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