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OmniVision (603501 CH)

Solid 1H25 results; Maintain BUY

OmniVision reported 1H25 results. 1H revenue rose 15% YoY to RMB14.0bn,
led by double-digit growth in Analog Solutions (+21% YoY) and Distribution
(+42% YoY). During the period, gross margin remained stable at 30.5% (+1.3 ppts
YoY), while net profit surged by 48% YoY to RMB2.0bn. NPM improved to 14.5%
(from 11.3% in 1H24), reflecting operating leverage and cost control. The sales
of OV’s core business, CIS, reached a record RMB10.3bn (+11% YoY), with auto,
security, emerging loT, and medical CIS growing 30%, 17%, 249%, and 68%
YoY, respectively, offsetting weakness in mobile CIS (-19% YoY). We believe
OmniVision is well-positioned in the CIS market, with leading market share in auto
CIS, medical CIS, etc. We forecast its revenue to grow at 18%/25% YoY in
2025/26E, while NP to increase by 24%/50% YoY. Maintain BUY with TP of
RMB173.

B Auto CIS remained a key growth pillar, accounting for 37% of segment
sales with revenue of RMB3.8bn (+30% YoY). The growth was fueled by
ADAS penetration and cabin imaging demand. With a ~30% global market
share (per Techlnsights) and tailwinds from China’s “intelligent driving
equality” policy, we expect OV’s auto CIS sales to grow at 40% YaoY in both
2025E and 2026E.

B Mobile CIS faced headwinds in 1H (-19% YoY) due to cyclical demand
transition (end-of-cycle demand for OV50H EOL) and slow smartphone
recovery in China (domestic shipment grew 3.3% YoY in 1Q25 on
government subsidies but decreased 4%/4% YoY/QoQ in 2Q as demand fell).
We expect a seasonal pickup in 2H, but project full-year mobile CIS
revenue to decline 15% YoY as the headwinds persist (2025 smartphone
shipment to grow by a merely 0.6%/1.9% YoY, per IDC/Counterpoint).
Growth should resume in 2026E with design-wins in 200MP sensors and
new product cycles.

B Emerging loT and Medical CIS showed explosive growth, while security
demand gradually recovers. Emerging |oT revenue surged by 249% YoY
to RMB1.2bn in 1H25, driven by sports cameras, XR, and machine vision.
Medical CIS rose 68% YoY to RMB443mn. Security CIS grew by 17% YoY to
RMB827mn, due to rising adoption of its high-end products (Nyxel tech) and
market recovery. We expect Emerging loT and Medical CIS to maintain
significant growth at 230%/50% YoY in 2025E.

B Maintain BUY with TP of RMB173, based on 33.6x 2026E P/E (in-line with
historical 2-year average). Previous TP was RMB176 (41x 2025E P/E). We
cut 2025/26E net profit forecasts by 19%/15% on slower mobile CIS ramp
and GPM headwinds from mix shift (greater distribution sales contribution).
We remain optimistic on OV with 50% YoY profit growth projection for 2026E,
considering new mobile CIS product ramp-up and margin improvement. Key
risks: Soft smartphone shipments and intensified competition.

Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 21,021 25,731 30,301 37,871 46,802
YoY growth (%) 4.7 22.4 17.8 25.0 23.6
Gross margin (%) 21.8 29.4 30.6 32.7 325
Net profit (RMB mn) 555.6 3,323.2 4,131.9 6,197.3 7,856.8
YoY growth (%) (43.9) 498.1 24.3 50.0 26.8
EPS (Reported) (RMB) 0.47 2.77 3.45 5.17 6.56
YoY growth (%) (44.0) 489.4 24.5 50.0 26.8
P/E (x) 308.9 52.4 42.1 28.1 22.1

Source: Company data, Bloomberg, CMBIGM estimates
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Stock Data
Mkt Cap (RMB mn) 172,792.6
Avg 3 mths t/o (RMB mn) 2,103.5
52w High/Low (RMB) 157.98/82.70
Total Issued Shares (mn) 1190.0
Source: FactSet
Shareholding Structure
Yu Renrong 27.7%
SX WEIHAO EQU INVEST 6.2%
FUND ENT LP
Source: HKEXx
Share Performance

Absolute Relative
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Figure 3: Earnings revisions
New (0][] Diff (%)
RMB (mn) FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 30,301 37,871 46,802 32,142 40,728 51,020 -6% -7% -8%
Gross profit 9,286 12,403 15,226 10,639 14,418 18,469 -13% -14% -18%
Net profit 4,132 6,197 7,857 5,095 7,309 9,425 -19% -15% -17%
EPS (RMB) 3.45 5.17 6.56 4.25 6.09 7.86 -19% -15% -17%
Gross margin 30.6% 32.7% 32.5% 33.1% 35.4% 36.2% -2.5 ppt -2.7 ppt -3.7 ppt
Net margin 13.6% 16.4% 16.8% 15.9% 17.9% 18.5% -2.2 ppt -1.6 ppt -1.7 ppt
Source: CMBIGM estimates
Figure 4: CMBIGM estimates vs. Bloomberg consensus
CMBIGM Consensus Diff (%)
RMB (mn) FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 30,301 37,871 46,802 30,857 36,541 42,452 -2% 4% 10%
Gross profit 9,286 12,403 15,226 9,666 11,762 13,907 -4% 5% 9%
Net profit 4,132 6,197 7,857 4,629 5,969 7,330 -11% 4% 7%
EPS (RMB) 3.45 5.17 6.56 3.86 4.90 5.99 -11% 5% 10%
Gross margin 30.6% 32.7% 32.5% 31.3% 32.2% 32.8% -0.7 ppt 0.6 ppt -0.2 ppt
Net margin 13.6% 16.4% 16.8% 15.0% 16.3% 17.3% -1.4 ppt 0 ppt -0.5 ppt

'Source: CMBIGM estimates, Bloomberg consensus
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Financial Summary

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

Revenue 20,078 21,021 25,731 30,301 37,871 46,802
Cost of goods sold (13,903) (16,446) (18,154) (21,014) (25,468) (31,576)
Gross profit 6,175 4,574 7,576 9,286 12,403 15,226
Operating expenses (3,719) (3,297) (3,908) (4,387) (5,452) (6,621)
Selling expense (516) (467) (557) (600) (757) (936)
Admin expense (25) (33) (40) (48) (59) (73)
SG&A expense (765) (623) (748) (727) (871) (959)
R&D expense (2,496) (2,234) (2,622) (3,088) (3,859) (4,769)
Others 82 60 59 76 95 117
Operating profit 2,456 1,277 3,668 4,899 6,950 8,605
Other income 5 26 13 0 0 0
Other expense 2) 2) (5) 0 0 0
Gain/loss on financial assets at FVTPL (1,425) (367) (639) (328) (352) (436)
Investment gain/loss 1,047 73 182 12 12 12
Other gains/(losses) (186) 140 47 (25) (90) (112)
EBIT 1,895 1,148 3,266 4,558 6,520 8,069
Interest income 27 96 330 469 582 705
Interest expense (494) (534) (327) (308) (315) (318)
Net Interest income/(expense) (467) (438) 4 161 267 387
Other income/expense (127) (19) 9 (91) (114) (140)
Pre-tax profit 1,301 691 3,278 4,628 6,673 8,316
Income tax (343) (148) 6 (537) (537) (537)
After tax profit 958 544 3,284 4,091 6,136 7,779
Minority interest (32) (12) (39) (41) (61) (78)
Net profit 990 556 3,323 4,132 6,197 7,857
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 19,613 20,264 21,804 26,392 31,997 40,788
Cash & equivalents 4,026 9,086 10,185 13,019 15,757 19,116
Account receivables 2,502 4,031 3,964 5,290 5,878 7,933
Inventories 12,356 6,322 6,956 7,033 9,108 12,246
Prepayment 236 221 251 545 682 842
Financial assets at FVTPL 14 133 0 0 0 0
Other current assets 479 472 448 504 572 651
Non-current assets 15,577 17,479 17,160 17,863 18,097 18,485
PP&E 2,047 2,586 3,126 3,375 3,536 3,708
Right-of-use assets 209 176 154 105 61 22
Intangibles 2,018 2,305 2,216 2,073 1,911 1,723
Goodwill 3,169 3,861 3,632 3,632 3,632 3,632
Other non-current assets 8,134 8,551 8,032 8,677 8,958 9,400
Total assets 35,190 37,743 38,965 44,255 50,094 59,273
Current liabilities 10,373 9,069 7,595 10,797 10,939 12,745
Short-term borrowings 3,632 2,671 1,086 1,637 1,596 1,341
Account payables 1,128 1,663 1,935 2,670 2,353 3,875
Tax payable 145 229 229 259 293 347
Other current liabilities 5,079 4,055 3,787 5,666 6,027 6,371
Contract liabilities 125 187 226 266 332 410
Accrued expenses 263 264 332 299 338 400
Non-current liabilities 6,717 7,180 7,167 5,493 5,792 6,437
Long-term borrowings 2,750 2,977 3,472 1,584 1,702 2,064
Bond payables 2,347 2,444 2,524 2,542 2,542 2,542
Obligations under finance leases 145 122 97 106 120 142
Deferred income 24 25 22 43 49 57
Other non-current liabilities 1,451 1,611 1,052 1,219 1,379 1,632
Total liabilities 17,090 16,248 14,762 16,291 16,731 19,182
Share capital 1,185 1,216 1,216 1,217 1,217 1,217
Retained earnings 8,572 9,008 11,868 15,357 20,721 27,374
Other reserves 8,261 11,227 11,117 11,430 11,526 11,678
Total shareholders equity 18,018 21,451 24,201 28,004 33,464 40,270
Minority interest 82 44 1 (40) (101) (179)
Total equity and liabilities 35,190 37,743 38,965 44,255 50,094 59,273
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 958 544 3,284 4,091 6,136 7,779
Depreciation & amortization 1,045 1,166 1,295 1,436 1,562 1,716
Change in working capital (5,300) 5,175 (699) (288) (2,238) (5,086)
Others 1,303 651 892 (524) (93) 605
Net cash from operations (1,993) 7,537 4,772 4,716 5,367 5,014
Investing

Capital expenditure (2,259) (1,048) (1,249) (1,454) (1,637) (1,862)
Net proceeds from disposal of short-term

investments 7 7 28 30 41 53
Others (1,765) (1,422) 410 (174) 1 (18)
Net cash from investing (4,017) (2,464) (811) (1,598) (1,595) (1,828)
Financing

Dividend paid (822) (574) (664) (812) (942) (1,258)
Net borrowings 3,242 (2,009) (1,297) 403 77 107
Proceeds from share issues 273 3,394 218 286 0 0
Others (438) (875) (1,264) (127) (127) (127)
Net cash from financing 2,255 (64) (3,007) (250) (992) (1,278)
Net change in cash

Cash at the beginning of the year 7,630 3,995 9,055 10,153 12,979 15,716
Exchange difference 120 51 143 (42) (42) (42)
Others (3,755) 5,009 955 2,868 2,779 3,401
Cash at the end of the year 3,995 9,055 10,153 12,979 15,716 19,076
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue (16.7%) 4.7% 22.4% 17.8% 25.0% 23.6%
Gross profit (25.7%) (25.9%) 65.6% 22.6% 33.6% 22.8%
Operating profit (51.1%) (48.0%) 187.2% 33.6% 41.9% 23.8%
EBIT (64.6%) (39.4%) 184.4% 39.6% 43.1% 23.8%
Net profit (77.9%) (43.9%) 498.1% 24.3% 50.0% 26.8%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 30.8% 21.8% 29.4% 30.6% 32.7% 32.5%
Operating margin 12.2% 6.1% 14.3% 16.2% 18.4% 18.4%
Return on equity (ROE) 5.8% 2.8% 14.6% 15.8% 20.2% 21.3%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Current ratio (x) 1.9 2.2 2.9 2.4 2.9 3.2
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/E 172.9 308.9 52.4 42.1 28.1 22.1
P/E (diluted) 172.9 308.9 52.4 42.1 28.1 22.1

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