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Hesal Group (HSAI US)

Solid 3Q results; business development
momentum remains strong

Hesai Group (Hesai) released (11 Nov) 3Q25 financial results: total revenue
was RMB795.4mn, up 47% YoY, and was 1.4% ahead of Bloomberg consensus
forecast; non-GAAP net profit was RMB288mn, or RMB140mn if excluding one-
off gains from equity investment in an early-stage tech company, ahead of
consensus at RMB61mn, aided by the beat in revenue, and better-than-
expected GPM (42.1% vs consensus at 40.9%). Considering the beat in 3Q25
results, management lifted 2025E GAAP NP guidance to RMB350mn-450mn
(from RMB200-350mn). Management remains upbeat on business
development outlook, and guided for at least 2mn-3mn total LIDAR shipment
volume in 2026E, or potentially higher if L3 adoption becomes an industry-wide
trend, in which case it expects shipment volume of Robotics LIDAR to double
YoY in 2026E compared to that in 2025E. We remain positive that Hesai is
poised to grow alongside the rising demand for LIDAR products. More use cases
in robotics and industrial markets should propel further TAM expansion for Hesai
over the long run, in our view. We roll over valuation window to 2026E, and our
new TP of US$26.7 is based on 5.3x 2026E P/S (vs. prior 4.8x 2025E P/S), a
10% premium to comparable industry peers which in our view can be justified
by Hesai’'s competitive advantage and solid revenue and earnings growth
outlook. Maintain BUY.

B Strong LiDAR shipment growth sustained driven by ATX. The no. of
total LIDAR shipments reached 441.4k in 3Q25, up 229% YoY, among
which the no. of ADAS LiDAR shipments reached 380.8k, up 193% YoY,
and the no. of robotics LIDAR shipments reached 60.6k. Average selling
price (ASP) for LIDAR was RMB1.8k in 3Q25, down 10% QoQ, in our view
mainly due to product mix changes as ASP of ATX products is lower than
that of AT128. We are looking for LIDAR shipments of 1.6mn in 2025E,
representing 218% YoY growth, driven by better-than-expected market
adoption of ATX. Hesai has secured design wins from both of its top 2 ADAS
customers across all their 2026 models, featuring 100% lidar adoption. Also,
Hesai’s high-end ETX LIDAR secured a design win with a top 3 domestic
NEV automaker (which is an existing customer of Hesai), paired with
multiple FTX units, and mass production is slated for late 2026 or early
2027. Although ASP is likely to continue declining in 2026E owing to product
mix shift, the solid growth in shipment volume should support Hesai’'s
revenue growth, in our view.

B GPM stayed at a healthy level while cost optimization drove margin
expansion. GPM for 3Q25 reached 42.1%, better than consensus at
40.9%, which we attributed to better-than-expected GPM of ATX products.
Operating expenses (S&M, G&A, and R&D) declined 8% YoY in 3Q25. As
a percentage of revenue, S&M/G&A/R&D expenses were 5.5/9.2/25.0% in
3Q25, optimized from 8.6/14.2/40.8% in 3Q24, and operating margin
improved to 9.7% in 3Q25 (3Q24: -14.3%).

B TP of US$26.7 based on 5.3x 2026E P/S. Our target multiple of 5.3x 2026 E
P/S is 10% premium compared to the industry average, but in our view could
be justified by Hesai's robust revenue and earnings growth outlook, and
strong competitive advantage. We are looking for 47% 2024-2027E CAGR
for revenue and 41% YoY growth for non-GAAP NP in 2026E (or 96% YoY
if excluding one-off gains from equity investment in 2025E).

CMB INTERNATIONAIL

MEELLL

BUY (Maintain)

Target Price US$26.70
(Previous TP US$16.30)
Up/Downside 28.5%
Current Price US$20.78

China Software & IT Services

Saiyi HE, CFA
(852) 3916 1739
hesaiyi@cmbi.com.hk

Ye TAO, CFA
franktao@cmbi.com.hk

Joanna Ma
(852) 3761 8838
joannama@cmbi.com.hk

Wentao LU, CFA
luwentao@cmbi.com.hk

Stock Data

Mkt Cap (US$ mn) 2,740.8
Avg 3 mths t/o (US$ mn) 27.4
52w High/Low (US$) 29.80/4.08
Total Issued Shares (mn) 131.9

Source: FactSet

Shareholding Structure

Fermat Star Limited 6.1%
Galbadia Limited 5.9%

Source: NASDAQ

Share Performance

Absolute Relative
1-mth -5.8% -11.1%
3-mth -8.8% -16.0%
6-mth 17.2% -6.8%

Source: FactSet
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Earnings Summary
(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 1,877 2,077 3,156 4,799 6,546
YoY growth (%) 56.1 10.7 51.9 52.1 36.4
Net profit (RMB mn) (475.9) (102.4) 403.7 615.2 898.3
Adjusted net profit (RMB mn) (241.3) 13.7 523.3 735.4 1,017.4
EPS (Adjusted) (RMB) (1.93) 0.11 3.97 5.58 7.71
Consensus EPS (RMB) na na 2.20 5.00 7.81
Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 1: HSAI: quarterly financial results

3Q25E .
(RMBmn) 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 consensus Diff%
Total
revenue 359.1 458.9 539.4 719.8 525.3 706.4 795.4 784 1.4%
YoY growth
(%) -16.5% 4.2% 21.1% 28.3% 46.3% 53.9% 47.5%
Gross
profit 139 207 258 281 219 300 335 321 4.3%
Operating
profit (138) (96) 77) 107 (33) 23 77 28 180.3%
Net profit (107) (72) (70) 147 (18) 44 256 57 349.8%
Adj. net
profit (69) (44) (44) 170 9 73 288 61 375.7%
Margin (%)
GPM 38.8% 45.1% 47.7% 39.0% 41.7% 42.5% 42.1% 40.9% 1.2 ppt
OPM -38.6% -20.9% -14.3% 14.8% -6.4% 3.2% 9.7% 3.5% 6.2 ppt
25.0
NPM -29.8% -15.7% -13.0% 20.4% -3.3% 6.2% 32.2% 7.3% ppt
28.5
Adj. NPM -19.2% -9.5% -8.2% 23.7% 1.6% 10.4% 36.2% 7.7% ppt

Source: Bloomberg, company data, CMBIGM

Figure 2: HSAI: changes in financial forecast

Current Previous Change (%)
2025E 2026E 2025E 2026E 2026E
Revenue 3,156 4,799 6,546 3,324 4,570 N/A -5.1% 5.0% N/A
Gross Profit 1,315 1,917 2,526 1,339 1,818 N/A -1.8% 5.4% N/A
Non-GAAP NP 523 735 1,017 141 435 N/A 270.7% 69.2% N/A
GPM 41.7% 39.9% 38.6% 40.3% 39.8% N/A 1.4 ppt 0.2 ppt N/A
Non-GAAP NPM 16.6% 15.3% 15.5% 4.2% 9.5% N/A 12.3 ppt 5.8 ppt N/A

Source: CMBIGM estimates

Figure 3: CMBI forecast vs consensus

Current Consensus Diff (%)
RMB mn 2025E 2026E 2027E 2025E 2026E 2027E 2025E 2026E 2027E
Revenue 3,156 4,799 6,546 3,240 4,808 6,531 -2.6% -0.2% 0.2%
Gross Profit 1,315 1,917 2,526 1,328 1,894 2,495 -1.0% 1.2% 1.2%
Non-GAAP NP 523 735 1,017 322 705 1,083 62.7% 4.3% -6.1%
GPM 41.7% 39.9% 38.6% 41.0% 39.4% 38.2% 0.7 ppt 0.5 ppt 0.4 ppt
Non-GAAP NPM 16.6% 15.3% 15.5% 9.9% 14.7% 16.6% | 6.7ppt 0.7 ppt -1.0 ppt

Source: Bloomberg, CMBIGM estimates

Figure 4. HSAI: target valuation

P/S Valuation (RMBmn)

2026E Revenue 4,799
Target 2026E P/S 5.3x
Equity value 25,338
No. of ADS outstanding (diluted; mn) 132
Target price (USD) 26.7

Source: Company data, CMBIGM estimates
Note: USD/RMB = 7.2:1

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 5: HSAI: Comps table

Companies Ticker Price Mkt CAP Price/Sales (x)

(Local) (US$mn) 2025E 2026E 2027E
Innoviz INVZ US Equity 1.6 324.7 5.4 2.8 1.6
Quster OUST US Equity 24.2 1449.1 9.8 7.2 52
Mobileye Global MBLY US Equity 12.5 10302.9 5.5 5.1 4.1
Robosense 2498 HK Equity 34.0 2067.2 6.6 4.2 2.9
Average 6.8 4.8 35

Source: Bloomberg, CMBIGM
Note: data as of 11 Nov, 2025

Risks

1) Potential product defects, and other routes of technology proven to be more effective
than that of LIDAR (such as camera-based system), which may both lead to reduced
market adoption of LiDAR solutions;

2) Lower-than-expected pace of penetration of LIDAR/ADAS;

3) Rising competition from other companies developing LiDAR products, as well as a
potential price war in LiDAR industry weighing on the blended ASP of HSAI's products;

4) Higher-than-expected operating expenses leading to slower-than-expected margin
expansion.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 1,203 1,877 2,077 3,156 4,799 6,546
Cost of goods sold (731) (1,216) (1,193) (1,841) (2,882) (4,019)
Others 0 0 0 0 0 0
Gross profit 472 661 885 1,315 1,917 2,526
Operating expenses (850) (1,233) (1,089) (1,150) (1,316) (1,505)
Selling expense (105) (149) (193) (185) (213) (245)
SG&A expense (201) (320) (317) (293) (308) (323)
R&D expense (555) (791) (856) (821) (945) (1,086)
Others 11 27 276 150 150 150
Operating profit (378) (572) (205) 165 602 1,022
EBITDA (325) (485) (73) 297 753 1,194
Depreciation 54 86 132 132 151 172
Interest income 59 100 104 97 157 118
Interest expense 0 ®3) (13) a7) a7 17)
Net Interest income/(expense) 59 97 92 80 140 101
Foreign exchange gain/loss 21 0) 15 17 0 0
Other income/expense 2 0 2) 172 0 0
Pre-tax profit (301) (475) (101) 434 741 1,123
Income tax 0 1) 1) (30) (126) (225)
Others (446) 0 0 0 0 0
Net profit (747) (476) (102) 404 615 898
Adjusted net profit (196) (241) 14 523 735 1,017
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 3,135 4,398 4,683 9,488 10,317 11,476
Cash & equivalents 1,859 3,141 3,246 7,845 7,890 8,205
Account receivables 485 525 765 850 1,293 1,763
Inventories 647 496 482 603 945 1,318
Other current assets 144 236 190 190 190 190
Non-current assets 505 872 944 1,002 1,059 1,105
PP&E 589 1,026 1,026 1,201 1,395 1,598
Other non-current assets (84) (154) (82) (199) (336) (493)
Total assets 3,839 5,663 5,990 10,947 11,838 13,037
Current liabilities 956 1,335 1,629 1,761 2,037 2,339
Short-term borrowings 0 112 345 345 345 345
Account payables 207 277 355 488 763 1,065
Other current liabilities 749 947 929 929 929 929
Non-current liabilities 42 465 429 429 429 429
Long-term borrowings 18 286 269 269 269 269
Other non-current liabilities 24 179 160 160 160 160
Total liabilities 998 1,800 2,058 2,190 2,466 2,767
Share capital 0 7,424 7,577 11,998 11,998 11,998
Retained earnings (3,145) (3,562) (3,645) (3,242) (2,627) (1,728)
Other reserves 5,987 0 0 0 0 0
Total shareholders equity (3,145) 3,862 3,932 8,756 9,371 10,270
Minority interest 0 0 0 0 0 0
Total equity and liabilities 3,839 5,663 5,990 10,947 11,838 13,037

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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2022A 2023A 2024A 2025E 2026E

YE 31 Dec (RMB mn)

Operating

Profit before taxation (747) (476) (102) 404 615 898
Depreciation & amortization 54 86 132 132 151 172
Change in working capital (540) 181 (148) (74) (508) (542)
Others 538 266 180 0 0 0
Net cash from operations (696) 57 64 462 258 528
Investing

Capital expenditure (240) (415) (271) (284) (213) (213)
Acquisition of subsidiaries/ investments 1,360 (622) 1,227 0 0 0
Others 0 (24) 0 0 0 0
Net cash from investing 1,120 (1,060) 956 (284) (213) (213)
Financing

Dividend paid 0 0 0 0 0 0
Net borrowings 18 377 354 0 0 0
Share repurchases 0 1,225 0 4,421 0 0
Others ®3) 12) (104) 0 0 0
Net cash from financing 15 1,590 251 4,421 0 0
Net change in cash

Cash at the beginning of the year 449 913 1,558 2,828 7,427 7,472
Exchange difference 25 58 14 0 0 0
Others 0 0 0 0 0 0
Cash at the end of the year 913 1,558 2,828 7,427 7,472 7,788

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 6
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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
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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
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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
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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 CMBIGM 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 (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, 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.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7



