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A\ Whelly Owned Subsidiary Of China Merchants Bank

Zhejiang Dingli - A (603338 CH)

. . . BUY (Maintain)
Riding on the strong momentum; Raised earnings est. & TP

Target Price RMB81.00
(Previous TP RMB67.14)
Sales of aerial working platform (AWP) by major players in China surged 121% Up/DOWﬂSI'de +16%
Current Price RMB70.00

YoY to 13.6k units in Apr, taking the 4M20 sales up 42% YoY to 26.7k units. We
expect the growth momentum to continue over the upcoming months, driven by
resilient construction activities in China as well as recovering demand with the
gradual re-opening of economies in overseas. We revised up our 2020E-22E
earnings forecast on Dingli by 4-8% (16-25% above consensus). We lifted our TP
from RMB67.14 to RMB81, based on 42x 2020E P/E, on the back of 35%/42%
earnings growth in 2020E/21E. Reiterate BUY.

B Explosive growth of AMP sales. According to CCMA data, sales of AWP by
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the nine major manufacturers located in China surged 121% YoY to 13.6k 26 ¢ DEfE
its i i % YoY to 12.2k units, driven by stron e G 33,954
units in Apr. Domestic sales surged 196% 2! \ by g Avg 3 mths tio (RMB mn) 191
construction activities. Apart from Dingli, we expect Jiangsu Hengli (601100 52w High/Low (RMB) 70.55/33.38
CH, BUY, TP: RMB85) is also a major beneficiary as Hengli supplies hydraulic Vel ) ] ST (i) 485.5
cylinders and motors to major AWP makers. Source: Bloomberg
B Expect gradual recovery of export over the coming months. Overseas Shareholding Structure
. . o f Dingli’s total XU Shugen . . 47.5%
revenue (mainly in the US and Europe) accounted for 37% of Dingli’s Deqing Zhongding Equity  12.6%
revenue in 2019. According to CCMA, AWP export volume declined 31% YoY Investment Management
to 1.4k units in Apr (for the industry as a whole), due to the COVID-related %Aziﬁo(n:ong Kong) giﬂf
5 (]

shutdown in the overseas. That said, we expect the gradual re-opening of the
overseas economies will offer upside to the AWP sales in the near term.

Free float 32.7%

Source: Shanghai Stock Exchange

B Our 2020E-22E earnings forecast is now 16-25% above consensus. In Share Performance

view of the strong demand for scissor lifts, we raised our sales volume forecast Absolute  Relative
oAl ; ; 1004 i ) ; ; 1-mth 24.6% 21.8%
on 'Dlnglls scissor !IftS by 3-10% in 2020E-22E. Our earnings forecast is T 32 8% 0.6%
revised up by 4-8% in 2020E-22E. 6-mth 46.3% 41.9%
. . . . S 1Bl b
B Raised TP to RMB81. Dingli announced stock split (1 to 1.4) after the release ouree: Zloombetg
of 2019 result and it came into effect last Friday. Our previous TP was 12-mth Price Performance
therefore automatically adjusted from RMB94 to RMB67.14. We raised our TP (RMB) — 603338 CH
to RMB81, based on 42x 2020E PE (up from 36x). Our higher multiple is to %00 T SHSzN0 (rebased)
reflect the 42% estimated earnings growth in 2021E. Besides, we believe our 60.0
high target multiple is justified, given that rising labor cost will remain the o
structural driver for the application of AWP in China over the coming years. 30.0
20.0
B Major risk factors: (1) more new entrants in the AWP market; (2) prolonged 100
impact of COVID-19 in overseas; (3) slowdown of construction activities in China. CGro1  wnow  1zm019 w20

Earnings Summary Source: Bloomberg

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E Auditor: BDO
Revenue (RMB mn) 1,708 2,389 3,387 4,575 5,313
Yo?( growth (%) 49.9 39.9 41.7 35.1 16.1 Recent report:
Net income (RMB mn) 480 694 938 1,328 1,585 Zhejiang Dinin —A (603338 CH, BUY) _
EPS (RMB) 0.99 1.43 1.93 2.73 3.26 Secular growth story intact; Raised earnings
YoY growth (%) 62.7 445 35.1 415 19.4 estimates & TP — 4 May 2020
Consensus EPS (RMB) n/a n/a 1.66 2.18 2.79
EV/EBITDA (x) 65.4 46.4 32.0 22.2 18.5 Please cast your valuable vote
P/E (x) 70.8 49.0 36.2 25.6 21.4 for CMBIS research team in the
P/B (x) 13.1 10.6 8.4 6.6 5.2 2020 Asiamoney Brokers Poll:
Yield (%) 0.3 0.4 0.5 0.7 0.8 https://euromoney.com/brokers
ROE (%) 20.0 23.9 25.9 28.8 27.0
Net gearing (%) Net cash  Net cash Net cash Net cash Net cash
Source: Company data, Bloomberg, CMBIS estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Sales of AWP by major players in Apr Figure 2: AWP sales breakdown by region
+121% YoY
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Figure 3: Change in key assumptions on Dingli
Oold New Change
2020E 2021E 2022E 2020E 2021E 2022E 2020E 2021E 2022E

Sales volume (units)

Boom lifts 1,372 3,018 3,924 1,372 3,018 3,924 0.0% 0.0% 0.0%
Scissor lifts 35,991 40,670 45,550 37,324 44,789 50,163 3.7% 10.1% 10.1%
Vertical lifts 4,118 4,530 4,983 4,118 4,530 4,983 0.0% 0.0% 0.0%

Total (lifts) 41,481 48,218 54,457 42,814 52,337 59,070 3.2% 8.5% 8.5%

ASP (RMB/unit)

Boom lifts 361,000 362,000 365,000 361,000 362,000 365,000 0.0% 0.0% 0.0%
Scissor lifts 70,000 70,000 70,000 70,000 70,000 70,000 0.0% 0.0% 0.0%
Vertical lifts 34,000 34,000 34,000 34,000 34,000 34,000 0.0% 0.0% 0.0%
(RMB mn)

Revenue

Boom lifts 495 1,093 1,432 495 1,093 1,432 0.0% 0.0% 0.0%
Scissor lifts 2,519 2,847 3,189 2,613 3,135 3,511 3.7% 10.1% 10.1%
Vertical lifts 140 154 169 140 154 169 0.0% 0.0% 0.0%
Rewvenue (core business) 3,155 4,093 4,790 3,248 4,382 5,113 3.0% 7.0% 6.7%
Other business 131 179 189 139 193 200 5.8% 8.0% 5.4%
Total revenue 3,286 4,272 4,980 3,387 4,575 5,313 3.1% 7.1% 6.7%
Gross margin ppt

Boom lifts 30.0% 38.0% 40.0% 30.0% 38.0% 40.0% 0.0 0.0 0.0
Scissor lifts 41.0% 41.0% 41.0% 41.0% 41.0% 41.0% 0.0 0.0 0.0
Vertical lifts 41.0% 41.0% 40.5% 41.0% 41.0% 40.5% 0.0 0.0 0.0
Gross margin (core business) 39.3% 40.2% 40.7% 39.3% 40.3% 40.7% 0.0 0.1 0.0
Other business 68.0% 68.0% 68.0% 68.0% 68.0% 68.0% 0.0 0.0 0.0
Blended gross margin 40.4% 41.4% 41.7% 40.5% 41.4% 41.7% 0.1 0.1 0.0
Gross profit 1,328 1,767 2,078 1,372 1,895 2,217 3.3% 7.2% 6.7%
Net profit 905 1,226 1,466 938 1,328 1,585 3.6% 8.3% 8.1%

Source: Company data, CMBIS
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Figure 4: Dingli’s revenue breakdown by product

Figure 5: Dingli’s revenue breakdown by region
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Figure 6: ASP by product

Source: Company data, CMBIS

Figure 7: Gross margin by product
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Figure 8: Dingli 12M forward P/E band

Source: Company data, CMBIS estimates

Figure 9: 12M forward P/B band
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Source: Bloomberg, Company data, CMBIS estimates

Source: Bloomberg, Company data, CMBIS estimates
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E
Total revenue 1,708 2,389 3,387 4575 5313 Pretax profit 565 805 1,091 1544 1,843
Cost of sales -999 -1,437 -2,015 -2,680 -3,096 Finance cost 0 3 5 5 6
Gross profit 709 952 1,372 1,895 2,217 Interestincome -22 -14 -41 -50 -75
Surcharge -10 -10 -20 -27 -32 Profit/ loss of associates 13 -39 -29 -38 -51
S&D expenses -92 -105 -152 -201 -234 Depreciation and amortization 25 28 44 80 119
Administrative expenses -118 -136 -186 -229 -255 Income tax paid -72  -101  -153 -216  -258
Asset impairment -7 -15 -20 -23 -27 Change in working capital -82 -6 -359 -658 -269
EBIT 482 686 992 1,415 1,670 Others -12 20 0 0 -0
Net finance income/(cost) 36 39 36 45 69 Cash flow from operation 416 696 559 667 1,315
Finance income 37 42 41 50 75 Net capex on PP&E -199 -285 -330 -300 -300
Finance expenses -2 -3 -5 -5 -6 Interest received 27 6 41 50 75
Other gains/(losses) 60 41 34 46 53 Others 329 -392 0 0 0
Profit of JV & associates -13 39 29 38 51 Cash flow from investing 157 -666 -289 -250 -225
Pretax profit 565 805 1,091 1,544 1,843 Proceeds from equity 0 0 0 0 0
Income tax -85 -111 -153 -216 -258 Net bank borrowings 163 252 40 30 50
After tax profit 480 694 938 1,328 1,585 Dividend paid -71 -87  -121  -164  -232
Ml 0 0 0 0 0 Interest paid -9 -17 -5 -5 -6
Net profit 480 694 938 1,328 1,585 Others -0 -0 0 0 0
Cash flow from financing 83 147 -86 -139 -188
D&A 25 28 44 80 119 Change in cash 656 177 183 277 902
EBITDA 507 714 1,037 1,495 1,789 Cash at beginning of the year 751 1,045 874 1,057 1,334
FX gains/(losses) & others -362  -349 0 0 0
Cash at the end of the year 1,045 874 1,057 1,334 2,237
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E YE 31 Dec FY18A FY19A FY20E FY21E FY22E
Non-current assets 1,027 1,471 1876 2351 2,609 Revenue mix (%)
PP&E 232 245 534 757 941 Boom lifts 12 12 15 24 27
JV/associates 206 89 118 156 207 Scissor lifts 75 e e 69 66
LT trade receivables 278 465 556 773 799 Vertical lifts 9 5 4 3 3
Intangible assets 143 140 137 134 131 Others 4 6 4 4 4
AFS investments 0 0 0 0 0 Total 100 100 100 100 100
Others 167 529 529 529 529 Profit & loss ratio (%)
Deferred tax assets 0 2 2 2 2 Gross margin 41.5 39.9 40.5 41.4 41.7
Current assets 2,607 3,389 4,129 5,170 6,358 EBITDA margin 29.7 29.9 30.6 32.7 33.7
Inventories 359 461 643 796 901 EBIT margin 28.2 28.7 29.3 30.9 31.4
Trade and bill receivables 899 1,325 1,700 2,311 2,492 Net profit margin 28.1 29.0 27.7 29.0 29.8
Prepayment 5 11 11 11 11 Growth (%)
Others 298 718 718 718 718 Revenue 49.9 39.9 41.7 35.1 16.1
Cash 1,045 874 1,057 1,334 2,237 Gross profit 48.2 344 440 382 17.0
EBITDA 39.2 41.0 451 442 197
Current liabilities 882 1450 1,759 2,101 2,195 EBIT 416 424 446 426 18.0
Trade and bill payables 521 783 1,072 1,395 1,438 Net profit 69.6 445 35.1 41.5 19.4
Bank borrowings 150 369 389 409 459 Balance sheet ratio
Tax payable 70 107 107 107 107 Current ratio (X) 3.0 23 23 25 2.9
Advance from customers 11 7 7 7 7 Receivable turnover days 143 170 163 160 165
Others 129 183 183 183 183 Inventory turnover days 110 104 100 98 100
Non-current liabilities 151 202 222 232 232 Payable turnover days 152 166 168 168 167
Bank borrowings 75 109 129 139 139 Net debt / total equity (%) Net cash Net cash Net cash Netcash Net cash
Deferred tax liabilities 2 1 1 1 1 Profitability (%)
Deferred income 64 73 73 73 73 ROA 150 16.3 17.3 196 19.2
Others 10 19 19 19 19 ROE 2000 239 259 288 27.0
Equity 2,601 3,207 4,024 5,188 6,540 Per share data
Shareholders' equity 2,601 3,207 4,024 5,188 6,540 EPS (RMB) 099 143 193 273 3.26
MI 0 0 0 0 0 BVPS (RMB) 536 6.61 829 10.69 13.47
DPS (RMB) 018 025 034 048 0.57

Source: Company data, CMBIS estimates

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

CMBIS 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 CMBIS

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
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Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800
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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. CMBIS
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making use of the information contained in this report does so entirely at their own risk.
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CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the
information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS 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. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIS 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 CMBIS 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 CMBIS 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 CMBIS.

Additional information on recommended securities is available upon request.
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