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Auto

OEM 3Q26 preview: Stable pricing, exports and
cost discipline cushion weak domestic volume

Chinese auto stocks underperformed the broader market in 3Q26, which we
attribute to the slower-than-expected recovery in domestic demand, the newly
imposed consumption tax on batteries, and the expected reduction in NEV export
tax rebates (announced on 12 Oct 2026, to take effect on 1 Apr 2027). We further
cut our forecasts for both retail and wholesale volumes in 2026. We also cut
China’s NEV sales volume forecast in 2026, despite the on-track or even slightly
outperforming market share gains.

On the other hand, sequential sales volume growth, stable pricing, stringent cost
control and rising overseas contribution will likely drive sequential revenue and
net profit expansion for all the seven Chinese automakers analyzed in this report
(BYD, Geely, Great Wall, Leapmotor, NIO, Xpeng and Li Auto) in 3Q26E. These
leading Chinese automakers also demonstrated their resilience with combined
sales volume rising 16% QoQ in 3Q26, outpacing the industry growth by 9ppts.
We project Leapmotor to post a record-high net profit in 3Q26E. We also expect
BYD, NIO and Li Auto to post significant net profit growth or net loss narrowing
sequentially. We cut FY26E net loss forecast by 12% for NIO, while keeping BYD,
Geely, Leapmotor, Xpeng and Li Auto’s FY26E net profit/loss largely unchanged.
We trim Great Wall's FY26E net profit by 18%.

B Further downward revision for both retail and wholesale volumes in
2026. We cut our China’s passenger-vehicle (PV) retail sales volume forecast
in 2026 by 8.3% to 18.95mn units (-18.5% YoY), after 3Q26 industrywide retalil
volume missed our prior expectation by about 14%. New orders for some
leading NEV brands remained sluggish in the first two weeks of Oct, based on
our channel checks. Our latest retail sales volume forecast for 2026 would
make it the lowest since 2015, with the largest YoY decline in history. We also
trim our 2026 PV wholesale volume forecast by 6.7% to 28.71mn units (-4.6%
YoY), the first decline since 2021. The relative resilience compared with retail
sales volume mainly comes from exports, which we expect to surge by 68%
YoY to 10.16mn units, or 35% of total PV wholesale volume.

B NEV market share set to hit 60% in 2026. Weak domestic demand also
dragged down NEV sales volume despite rising NEV penetration. We cut our
2026 passenger NEV retail sales volume forecast by 7.8% to 11.12mn units (-
10.2% YoY), which would mark the largest YoY decline in China's history. NEV
market share hit 65% for the first time in history on a wholesale basis in Sep
2026, based on the data from China Passenger Car Association (CPCA).
Despite that, passenger NEV wholesale volume in 3Q26 missed our previous
forecast by 6.7%. We now project China's passenger NEV wholesale volume
torise 11.0% YoY to 17.14mn units in 2026, supported by more-than-doubled
NEV exports and inventory restocking. We expect passenger NEV market
share on a wholesale basis to be close to 60% in 2026.

B BYD: We expect net profit per vehicle to hit RMB8,600. BYD’s 3Q26 sales
volume rose 19% both YoY and QoQ to 1.32mn units, including 0.55mn units
from overseas (+137% YoY). We project BYD’s revenue in 3Q26E to rise 18%
YoY to about RMB230bn, the first YoY growth since 3Q25. We forecast
3Q26E GPM of 18.4% (-0.5ppts QoQ, +0.8ppts YoY) and an SG&A ratio of
5.5% (vs. 6.2% in 2Q26), accounting for greater economies of scale and
competitive industry landscape. We also expect BYD to continue R&D
capitalization with a ratio of about 20% in 3Q26E. We also expect forex loss
to remain in 3Q26 but impairment loss to narrow sequentially. Consequently,
we expect its 3Q26E net profit to rise 38% QoQ and 46% YoY to RMB11.4bn,
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the third-highest quarterly net profit in its history, with an implied net profit per
vehicle of about RMB8,600 (vs. RMB7,437 in 2Q26 and RMB7,021 in 3Q25).

We lift FY26E sales volume forecast slightly from 4.50mn units to 4.59mn units
and maintain our FY26E net profit forecast unchanged at RMB36.1bn (+11%
YoY), as we revise up full-year forex loss projection.

Geely: Record-high revenue with sequential growth in net profit in
3Q26E. Geely’'s 3Q26 sales volume rose 7% YoY and 14% QoQ to 0.81mn
units, with exports accounting for 39.8% (vs. 38.0% in 2Q26 and 14.7% in
3Q25). We forecast its 3Q26 average selling price (ASP) to be largely stable
QoQ at about RMB125,000 given a similar model mix and discounts at dealers
vs. 2Q26, which leads to our 3Q26 revenue forecast of RMB102bn (+15%
YoY, +13% QoQ), the highest in Geely’s history. We project 3Q26E GPM to
rise 0.1ppts QoQ and 1.8ppts YoY to about 18.5%, consistent with
management’s prior guidance of sequential GPM expansion in 2H26E. We
forecast a combined R&D and SG&A ratio of 12.7% (vs. 13.0% in 2Q26) on
operating leverage. Therefore, we forecast Geely’'s 3Q26E net profit to rise
45% YoY and 14% QoQ to RMB5.6bn, or a net profit per vehicle of about
RMB6,900.

We trim our FY26E sales volume forecast by 3% to 3.17mn units, including
1.15mn units from exports. Nevertheless, we expect 4Q26E sales volume to
hit a record-high of 0.93mn units. Accordingly, we also cut FY26E net profit
forecast by 3% to RMB20.9bn. Yet, its 24% YoY net profit growth trajectory for
FY26E should still surpass most peers.

Great Wall Motor: Weak domestic demand and refund postponement in
Russiato drag net profit. Great Wall's 3Q26 wholesale volume rose 7% QoQ
but fell 5% YoY to 336,000 units, with exports accounting for a record-high
portion of 54.9%. We project 3Q26E ASP to decline 2% QoQ as Tank’s sales
volume contribution fell 0.9ppts QoQ to 14.9%. Consequently, we project
3Q26E revenue to rise 4% QoQ and fall 3% YoY to RMB59.5bn. We expect
GPM to be flat YoY at 18.4% (+0.1ppts QoQ), with a combined SG&A and
R&D ratio of 11.1% (vs. 11.9% in 2Q26). We assume other income to be
RMB300mn in 3Q26E, as the recycling-fee reimbursement in Russia was not
settled last quarter. Accordingly, we estimate its net profit to fall 7% YoY to
RMB2.1bn, or about RMB6,400 per vehicle.

We cut FY26E sales volume by 4% to 1.30mn units on weaker-than-expected
domestic demand. We also revise up selling expense forecast in FY26E to
account for Great Wall's overseas expansion. Therefore, we cut our FY26E
net profit forecast by 18% to RMB7.6bn. Management still expects a
reimbursement of about RMB2.0bn (RUB21.7bn) for 4Q25-1Q26 to be
recognized by Dec 2026.

Leapmotor: We expect record-high net profit in 3Q26E driven by strong
sales volume. Leapmotor’s 3Q26 sales volume reached an all-time high of
0.31mn units (+26% QoQ) and topped among all the Chinese NEV start-ups.
We expect overall ASP to fall 3% QoQ to about RMB108,000, dragged by a
smaller contribution from other sales. Consequently, we forecast 3Q26E
revenue to rise 23% QoQ to RMB33.4bn. We project GPM to rise 0.2ppts QoQ
to 12.8% on greater economies of scale. We estimate the combined R&D and
SG&A expense ratio to narrow by 1.3ppts QoQ to 10.3% amid operating
leverage, which could lead to a record-high net profit of RMB1.1bn (+88%
QoQ, +649% YaoY), implying a net profit per vehicle of about RMB3,600.

We maintain our FY26E sales volume forecast of 1.0mn units and trim our
FY26E net profit forecast by 5% to RMB3.0bn, in line with its previous net profit
guidance. The earnings cut was mainly due to sales volume mix adjustment,
with upward revision on A-series and downward revision on C-series.
Leapmotor’s domestic sales volume surged 42% YoY in the first nine months
of 2026, significantly outpacing the broader industry. We are of the view that
investors may keep an eye on the growth potential of its second brand
launching next year and higher profit contribution from overseas markets.
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2H26” - 25 Aug 2026“Li Auto Inc. (LI US/2015
HK) - Earnings recovery could take longer
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B NIO: Sequential loss narrowing anchored by premium mix shift. NIO's
3Q26 deliveries rose 1% QoQ to about 109,000 units, in line with its guidance,
with the ES8 and ES9 combined accounting for 48%. Driven by a favorable
model mix, we expect ASP to expand 4% QoQ to about RMB311,000, lifting
3Q26E revenue by 6% QoQ to about RMB34.0bn. We forecast GPM to be flat
QoQ and widen by 4.5ppts YoY to 18.4%, aligning with management's
guidance for a stable 2H26 vehicle margin. Operating efficiency gains should
improve the combined R&D and SG&A expense ratio to 19.2% (vs. 20.4% in
2Q26 when marketing spending was elevated by new model launches). We
expect net loss to narrow significantly to RMB155mn in 3Q26E, vs.
RMB722mn in 2Q26 and RMB3.7bn in 3Q25.

We still expect NIO to approach US-GAAP breakeven in 2H26E and narrow
our FY26E GAAP net loss forecast by 12% to RMB1.3bn. In our view, NIO’s
current product cycle led by the premium ES8 has proven successful. The key
now is whether such success could extend into previous volume drivers, the
ES6 and ET5, with new generations launching in 2027.

B Xpeng: IP licensing, model mix may dent 3Q26E GPM. Xpeng delivered
118,000 units in 3Q26 (+2% YoY, +15% QoQ), landing within its 115,000-
121,000 guidance but held back by the Mona LO3 supply bottleneck as
highlighted by management. We estimate 3Q26E overall ASP to fall 4% QoQ
to about RMB183,000, dragged by a higher mix of entry-level models and
lower IP licensing revenue. Consequently, we project 3Q26E revenue to rise
10% QoQ to RMB21.6bn and GPM to fall 3.0ppts QoQ to 17.7%. With a
combined R&D and SG&A expense ratio improving to 25.4% (vs. 27.4% in
2Q26), we expect a net loss of RMB1.2bn in 3Q26E, representing an 8% QoQ
contraction.

We cut our FY26E sales volume forecast by 5% to 434,000 units, implying
4Q26E deliveries of about 150,000 units, having accounted for the GX, G9L,
Mona LO3 and LO5 ramp-ups. We still expect a near-breakeven net loss of
RMB74mn in 4Q26E.

M Li Auto: Loss-making in 3Q26E. Li Auto’s 3Q26 deliveries reached 99,964
units (+2% QoQ, +7% YoY), hitting the upper bound of its 95,000-100,000 unit
guidance range following the rollouts of the facelifted L9, L8 and L6. Supported
by an increased delivery share of the premium L9, we expect overall ASP to
rise 8% QoQ to about RMB281,000, lifting 3Q26E revenue by 10% QoQ to
RMB28.1bn. We estimate overall 3Q26E GPM to rise 2.3ppts QoQ to 13.3%
with vehicle GPM rebounding to 12.0%. Combined with tight cost control that
may reduce the combined SG&A and R&D expense ratio to 18.3% (vs. 19.7%
in 2Q26), we forecast a net loss of RMB774mn in 3Q26E, representing a 55%
QoQ narrowing.

We cut our FY26E sales volume forecast by 1% to 408,000 units, implying
4Q26E deliveries of about 115,000 units. Although we expect Li Auto’s profit
improvement to continue in 4Q26E, we cut our FY27-28E net profit forecasts
significantly to RMBO0.8bn and RMB2.0bn, as its competitive moats narrow.
2H26E could book a net loss of about RMB200mn. We maintain a cautious
stance on its earnings recovery and potential for a re-rating before physical Al
becomes a key industry differentiator.
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Figure 1: 3Q26 earnings forecasts for Li Auto, Xpeng, NIO, Leapmotor, Geely, BYD and GWM
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Figure 2: FY26E and FY27E earnings forecasts for Li Auto, Xpeng NIO, Leapmotor, Geely BYD and GWM

Xpeng | NIO | Leapmotor
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