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BUY (Maintain)

Great Wall Motor (2333 HK)

More catalysts come up soon

Target Price HK$17.0
(Previous TP HK$9.4)
Up/Downside +35.3%
GWM released its 3Q20 results. In 3Q20, GWM achieved a total sales volume of Current Price HK$12.6
286K, an increase of 23.9% YoY (Haval +8.5% YoY/ WEY +3.0% YoY/ pickup
truck +93.2% YoY/ ORA +179.9% YoY). 3Q20 top-line increased by 24% YoY to China Auto Sector
RMB26.2bn while bottom-line rise by 3% to RMB1.4bn. We raise our TP to
HK$17.0 with an upside of 35.3% from initial TP HK$9.4. Reiterate BUY. Jack Bai
(852) 3900 0835
B 3Q20results missed market expectations due to FX fluctuation. The main jackbai@cmbi.com.hk
reasons which lead to disappointing 3Q20 results included 1) the devaluation
of the RUB in 3Q20 and the oversea loan exposure brought an FX loss of
RMB510mn. After stripping out the impact of exchange losses, GWM's net Stock Data
profit was RMB1.95bn in 3Q20, up 47.2% YoY. 2) Due to the launch of new '\Aﬂ\g g%’:ﬁ?& - zgi'fgg
models and the delay of the Beijing Auto Show in 3Q, S&D expenses ratio 52w High/Low (HKS) 14.3/3.65
increased to 4.6% in 3Q20 (vs 4.2% in 3Q19). Equity share - 2333.HK 3,100
Equity share - 601633.SH 6,076
B GPM is expected to expand further in the future. GPM in 3Q20 was 18.9%, Source: Wind
an increase of 0.42ppt YoY. The improvement in GWM in 3Q20 mainly came ,
from 1) the economies of scale brought by sales volume growth (+23.9% YoY) :ha’.eho'd'”g Structure
. . . . . aoding Innovation Great 84.18%
and 2) a higher proportion of pickup trucks (22.6% in 3Q20 vs 14.5% in 3Q19). Wall Asset Management
GWM will roll out 10+ new models in 2021E further supporting the sales growth. Company Limited — A
We expect GPM will keep expanding given 1) the improvement of operating g;gg&%“opd'(”clhg 'j'H 2'3822
leverage and 2) the benefits from platform technologies. Source: HKEx :
B NEV + globalization will continue to support the re-rating trend. Benefiting Share Performance
from 1) the launch of new models and 2) marketing strategies improvement, Absolute  Relative
GWM Ora achieved a sale volume of 6,619 units in Sep, an increase of 253% 1-mth 38.8% 30.1%
YoY. Ora will roll out a new model (Haomao) in Nov, which is expected to 22;2 122:222 12‘2‘:222
become a hot product, supporting GWM'’s NEV sales and enhancing the brands Source. Wind

power. In terms of globalization, the Thai factory is expected to be settled with
GM in 4Q20E, marking another milestone in its global strategy. We are very
optimistic about the future auto market of the Southeast Asia which GWM wiill
benefit from it given its strong presence.

We raise our bottom-line forecast to RMB6.9bn in 2021E to reflect the
GPM expansion. Our revised NP forecast suggests that GWM'’s bottom-line
will grow 48% YoY in 4Q20E. At the same time, we revised up our NP forecast
to RMB6.9bn in 2021E to reflect a strong product cycle and the benefit from
new platforms. We raise our TP to HK$17.0 (based on 20.0x 2021E P/E) with
an upside of 35.3% from initial TP HK$9.4 (based on initial 13.5x average
2020E/21E P/E). Reiterate BUY.
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(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E

Revenue (RMB mn) 99,230 96,211 97,693 113,474 124,351 Related Reports _

YoY growth (%) 1.92%  -3.04% 1.54% 16.15% 9.58% L Greit S (e HIK) " Niche

Net income (RMB mn) 5,207 4,497 4,929 6,862 8,080 m"’l‘r & ,Pf"gglsA'”szrgggta Sa1es

EPS (RMB) 0.57 0.49 0.54 0.75 0.88 Vel = S AUY

YoY growth (%) 4% -14% 9% 39% 18% 2. “Great Wall Motor (2333 HK) — New

Consensus EPS(RMB) 0.57 0.49 0.45 0.59 0.65 Pff;?UCt cycle Unf;;plr;ggg

P/E (x) 19.38 22.44 20.58 14.79 12.56 pertormance = 1/.Ju _

P/B (x) 1.92 1.86 1.79 1.67 155 3. “Great Wall Motor (2333 HK) — Wait
i ' : : : ; for the turning point in 2H20E” — 2

Yield (%) 2.62% 2.26% 2.43% 3.38% 3.98% o SO

ROE (%) 10.24% 8.41% 8.88% 11.68% 12.80% P

Net gearing (%) 14% 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
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Figure 1: GWM'’s total sales volume Figure 2: Sales volume: Haval
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Figure 3: Sales volume: WEY Figure 4: Sales volume: Pickup truck
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Figure 5: Sales volume: ORA

Source: Company data, CMBIS

Figure 6: PE Chart
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Earnings Revision

Figure 7: Earnings revision

New Old Change (%)
(RMB mn) FY20E FY21E FY20E FY21E FY20E FY21E
Revenue 97,693 113,474 95,322 107,556 2% 6%
Gross profit 16,860 20,032 15,972 18,971 6% 6%
Operating profit 5,226 7,455 4,988 7,213 5% 3%
Net profit 4,932 6,862 4,708 6,639 5% 3%
EPS (RMB) 0.54 0.75 0.51 0.72 5% 4%
GPM 17.26% 17.65% 16.76% 17.64% 0.5 ppt 0.0 ppt
OPM 5.35% 6.57% 5.23% 6.71% 0.1 ppt -0.1 ppt
NPM 5.05% 6.05% 4.94% 6.17% 0.1 ppt -0.1 ppt

Source: CMBIS estimates

Figure 8: CMBIS estimates vs consensus

(RMB mn) CMBIS Consensus Diff (%)

FY20E FY21E FY20E FY21E FY20E FY21E
Revenue 97,693 113,474 94,083 111,902 4% 1%
Gross profit 16,860 20,032 16,169 20,348 4% -2%
Operating profit 5,223 7,455 5,238 7,759 0% -4%
Net profit 4,929 6,862 4,471 6,603 10% 4%
EPS (RMB) 0.54 0.75 0.49 0.73 9% 3%
GPM 17.26% 17.65% 17.19% 18.18% 0.1 ppt -0.5 ppt
OPM 5.35% 6.57% 5.20% 7.01% 0.1 ppt -0.4 ppt
NPM 5.05% 6.05% 4.75% 5.90% 0.3 ppt 0.1 ppt

Source: Bloomberg, CMBIS estimates

Figure 9: Revenue breakdown
(RMB mn) FY18A FY19A FY20E FY21E FY22E

Sales of automobiles 91,597 86,251 87,911 102,512 112,053
...YoY -5% -6% 2% 17% 9%
Automobile parts and components 6,203 8,857 9,782 10,962 12,297
...YoY 38% 43% 10% 12% 12%
Parts and components 3,746 4,293 4,980 5,727 6,586
...YoY 18% 15% 16% 15% 15%
Mold and others 461 652 665 685 706
...YoY -4% 41% 2% 3% 3%
Services 957 2,585 2,611 2,872 3,159
...YoY 311% 170% 1% 10% 10%
Other 1,039 1,327 1,526 1,679 1,847
...YoY 69% 28% 15% 10% 10%
Interest income 1,389 1,031 0 0 0
...YoY 106% -26% -100% NA NA
Total 99,189 96,139 97,693 113,474 124,351
...YoY -2% -3% 2% 16% 10%

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Financial Summary

Income statement Cash flow
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E
Revenue 99,230 96,211 97,693 113,474 124,351 Netincome 5,207 4,497 4,929 6,862 8,080
Cost of sales (81,864) (80,023) (80,833) (93,442) (101,619) D&A 2,878 3,428 3,663 3,920 4,298
Gross profit 17,366 16,188 16,860 20,032 22,732 Change in working capital 41,536 2,301 1,518 4,020 2,903
Others (29,923) (3,261) (7,852) (3,158) (6,649)
Taxes and levies (3,627) (3,169) (3,077) (3,745) (4,228) Netcashfromoperating activies 19,698 6,965 2,258 11,643 8,632
S&D expenses (4,575) (3,897) (4,005) (4,584) (5,011)
Admin expenses (1,676) (1,955) (2,149) (2,133) (2,313) Capex & investments (4,216) (4,391) (4,371) (5,053) (5,167)
R&D expenses (1,743) (2,716) (3,126) (3,177) (3,544) Associated companies - - - - -
Finance expenses 494 351 (64) (43) (24) Others (5,824) (1,298) - - -
Credit/asset impairment (318) (553) (567) (579) (572) Netcashfrominvesting activites  (10,040) (5,689) (4,371) (5,053) (5,167)
Other income 176 543 586 567 622
Share of PL of JV 0 0 0 0 0 Equity raised - - - - -
Investment income 219 16 782 1,135 1,244 Change of Debts 1,496 (12,513) (261) (102) (191)
G/L from disposal (82) (30) (16) (29) (20) Dividend paid (2,647) (2,282) (2,465) (3,431) (4,040)
Non-operating income 253 342 392 447 533 Others (5,350) 14,699 - - -
Non-operating expenses (8) (18) (13) (15) (22) Netcash from financing activites ~ (6,501) (95) (2,726) (3,533) (4,231)
Profit before income tax 6,477 5,101 5,602 7,887 9,396
Income tax expense (1,229) (570)  (672) (1,025) (1,315) Netchangein cash 3,157 1,181 (4,839) 3,057 (766)
Profit for the year 5,248 4531 4,929 6,862 8,080 Cash atthe beginning 4,831 7,682 9,723 4,885 7,942
Less: Ml 40 34 0 0 0 Exchange difference (306) 861 - - -
Cash at the end 7,682 9,723 4,885 7,942 7,176
Net Profit 5,207 4,497 4,929 6,862 8,080 Less: pledged cash - - - - -
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E
Non-current assets 45,674 44,593 47,023 49,319 51,152 Sales mix (%)
Fixed asset 28,993 29,843 30,452 31,586 32,456  Automobiles 92% 90% 90% 90% 90%
Intangible assets 3,391 4,710 4,872 5,054 5,193 Parts and components 6% 9% 10% 10% 10%
Interest in JV/associate - - - - - Interest income 1% 1% 0% 0% 0%
Other non-current assets 13,290 10,040 11,699 12,679 13,503 Total 100% 100% 100% 100% 100%
Current assets 66,126 68,502 62,933 71,544 77,606 P&L ratios (%)
Cash 7,682 9,723 4,885 7,942 7,176 Gross profit margin 18% 17% 17% 18% 18%
Account receivable 3,343 3,193 2,694 3,115 3,387 Pre-tax margin 7% 5% 6% 7% 8%
Inventory 4,445 6,237 6,736 8,125 8,836 Net margin 5% 5% 5% 6% 6%
Other current assets 50,656 49,348 48,617 52,362 58,206 Effective tax rate 19% 11% 12% 13% 14%
Balance sheet ratios
Current liabilities 54,618 54,601 49,146 55,371 58,511 Current ratio (x) 1.21 1.25 1.28 1.29 1.33
Borrowings 12,800 1,180 1,010 624 622 Quick ratio (x) 0.26 0.32 0.24 0.28 0.26
Account payables 29,401 35,461 32,333 37,377 40,648 Cash ratio (x) 0.14 0.18 0.10 0.14 0.12
Other payables 9,866 16,447 14,459 15,319 14,611 Debtors turnover days 12 12 12 12 12
Tax payables 2551 1512 1,344 2,051 2,631  Total debt/ total equity 112% 108% 94% 99% 97%
Net debt / equity ratio (%) 14% net cash netcash netcash netcash
Non-current liabilities 4,493 4,097 4,174 4,613 4,890 Returns (%)
Borrowings 2,158 1,265 1,598 1,458 1,270 ROE 10% 8% 9% 12% 13%
Provisions 0 0 0 0 0 ROA 5% 4% 5% 7% 8%
Deferred income tax 253 489 134 205 263 Per share
Others 2,082 2,343 2,442 2,950 3,357 EPS (RMB) 0.57 0.49 0.54 0.75 0.88
DPS (RMB) 0.29 0.25 0.27 0.37 0.44
Shareholders' equity 52,525 54,398 56,635 60,879 65,356 BVPS (RMB) 5.75 5.96 6.17 6.63 7.12
Minority Interest 164 0 0 0 0
Total net assets 52,689 54,398 56,635 60,879 65,356

Source: Company data, CMBIS estimates

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

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

CMB International Securities Limited

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

CMB International Securities Limited (“CMBIS”) 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. CMBIS
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. CMBIS 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 CMBIS, solely for the purpose of supplying information to the clients of CMBIS 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 CMBIS 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.
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.

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 CMBIS.

For recipients of this document in the United States

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS 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-6under 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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