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Dongfeng Motor (489 HK)

1H19 performance updates

KEY HIGHLIGHT: On 29 Aug 2019, Dongfeng Motor Group announced its 2019
interim results. Revenue achieved RMB48.4bn in 1H19, a decline of 16% YoY, in
line with the consensus estimate. Profit attributable to the equity holders of
company was RMB8.5bn, an increase of 5%. EPS has increased by 5.34% to
RMBO0.99.

B In 1H19, total sales volume was 1.37mn units which include all sales of
JV brands, adecline of 9% YoY. Specifically, Dongfeng Honda sales volume
increase by 13.34% YoY and Dongfeng CV sales volume increase by 1.67%
YoY. Other brands have declined at a different magnitude ranging from 1% to
75%. Considering the overall market condition, the company adjusted its sales
target from 3.08mn units down to 2.98mn units. The company has completed
46% of revised sales target.

B In 1H19, gross profit margin improved by 2.19 ppt YoY to 16.09% from
13.09% in 1H18. The proportion of core profit decreased to 30% in 1H19
compared with 35% in 1H18 whereas the proportion of investment profit
increased to 87% in 1H19 compared with 85% in 1H18 due to two relative
good performance of its two Japanese JV brands. Therefore, we observe a 5%
increase in the bottom line.

B In the first half of the year, the sales of commercial vehicles were
approximately 240,500 units, representing an increase of 3.9% YoY,
which was 8.0 percentage points higher than the industry. The sales
revenue of passenger vehicles amounted to RMB 13,563mn, representing a
decrease of 45% YoY whereas the sales revenue of commercial vehicles
amounted to RMB32,364mn representing an increase of 3% YoY.
Commercial vehicle segment now accounts for 66.8% of total revenue. The
finance service also increased by 33% YoY to RMB2,484mn.

B Dongfeng PSA will optimize its capacity arrangement. Management team
confirms that Dongfeng PSA will consolidate its production capacity in Wuhan.
Although the management team did not speak about the specific plan, two
points were stressed during the conference call 1) Dongfeng PSA Wuhan 1
plant is currently located in the city center and will subject to the effect of
potential urban planning. 2) Dongfeng PSA Wuhan 3 plant, which was built in
2014, has advanced equipment and adequate space and production capacity.
We expect Donfeng PSA will get back on track after the structuring.

Earnings Summary
(YE 31 Dec) FY17A FY18A FY19E FY20E FY21E

Revenue (RMB mn) 125,980 104,543 93,564 94,130 93,412
YoY growth (%) 2.81% -17.02% -10.50% 0.60% -0.76%
Net income (RMB mn) 14,061 12,979 14,513 16,361 18,557
EPS (RMB) 1.63 151 1.68 1.90 2.15
YoY growth (%) 5% -8% 12% 13% 13%
P/E (x) 3.86 4.18 3.74 3.32 2.93
P/B (x) 0.50 0.46 0.42 0.38 0.35
Yield (%) 5.24% 5.56% 6.68% 7.53% 8.55%
ROE (%) 13.70% 11.44% 11.72% 12.09% 12.53%
Net gearing (%) 51% 46% 27% 25% 24%

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
ACCESS KEY TO OUR REPORTS ON BLOOMBERG: CMBR

A Wholly Owned Subsidiary Of China Merchants Bank

NOT RATED

Current Price HK$7.16

China Auto Sector

Jack Bai
(852) 3900 0835
jackbai@cmbi.com.hk

Stock Data

Mkt Cap (HK$ mn) 61,691
Avg 3 mths t/o (HK$ mn) 97.37
52w High/Low (HK$) 9.07/ 5.87
Total Issued Shares mn) 8,616.1

Source: Bloomberg

Shareholding Structure
Donfeng Motor Corporation 66.89%

STANDARD CHARTERED 2.81%
REYNOLDS  MARGARET  2.41%
(MEG)

Source: HKEx

Share Performance
Absolute Relative

1-mth 2.2% 13.3%
3-mth 13.1% 20.9%
6-mth -12.0% -1.6%

Source: Bloomberg

12-mth Price Performance
(HK$)

10.0
9.0
8.0
7.0
6.0
5.0
4.0
3.0
2.0
1.0
0.0 +

8/2018 11/2018 2/2019 5/2019

——489HK ——HSI (rebased)

Source: Bloomberg

Auditor: PricewaterhouseCoopers
Zhong Tian



30 Aug 2019 *E ﬁ B ﬁ

CMB INTERNATIONAL

w 2~ Ln L. L]
Figure 1: Sales breakdown Figure 2: PE Band
—— 439 HK Equity Mutiple (BF P/
s 1H1E e 1H19 Growth rate Mulﬁﬂeiqv:rnggelbl‘fem(i) &
(RME mn) 7 *+1 Slandard Daviaton from Muliple Average
35,000 205 —— -1 Standard Deviation from Multiple Average
6
30,000 305 .
2084 \
25,000
' 105 ° Yy
20,000 6 5 “V\,AMA 1 vl;"!;l'l'ﬁ.\
-t LAY R N Y
15,000 W k" || oy
2004 4 LL“J
10,000
-30% 3
5,000 . ,
Passenger vehicles  Gommercial vehicles  Financing servics  Corporate and others BT I I R T T T O T e
Source: Company, CMBIS Source: Bloomberg, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2



#Eéﬂaﬁ

30 Aug 2019 C
CMB INTERNATIONAI
Financial Summary
Income statement Cash flow
YE Dec 31 (RMB mn) FY17A FY18A FY19E FY20E FY21E YE Dec 31 (RMB mn) FY17A FY18A FY19E FY20E FY21E
Revenue 125,980 104,543 93,564 94,130 93,412 Netincome 14,061 12,979 14,513 16,361 18,557
Cost of sales (109,716 (91,128) (81,401) (81,893) (81,268) D&A 2,178 2,455 2,689 2,961 3,245
Gross profit 16,264 13,415 12,163 12,237 12,144 Change in working capital (7,307)  (8,144) 1,824 2,933 363
Others (5,286) (29,539) (8,196)  (7,721) (11,929)
Selling and distribution (7,460) (6,342) (5,506) (5,577) (5,582) Net cash from operating 3,646 (22,249) 10,831 14,534 10,236
Administrative expenses (4,610) (4,506) (3,618) (3,462) (3,459)
Net impairment losses on 0 (1,006) (1,154) (1,039) (981) capex & investments (4,340)  (4,395) (4,223) (4,573) (4,976)
Other income 2,817 3,164 2,283 2,155 2,179 Associated companies (2,016) (3,068) (2,652) (3,457) (4,044)
Other expenses (6,425) (5,683) (4,714) (4,701) (4,694) Others 8,064 20,143 - - -
Finance expenses (592) (265) (675) (713) (747) Net cash from investing 1,708 12,680 (6,875) (8,030) (9,020)
Share of profits and losses 13,574 12,280 13,784 14,785 15,749
Associates 2,207 3,182 3,818 4,964 6,453 Equity raised - - - - -
Change of Debts 2,382 9,374 7,590 1,920 1,696
Profit before income tax 15,775 14,239 16,382 18,649 21,061 Dividend paid (2,843) (3,016) (3,628)  (4,090) (4,639)
Others (3,034)  (3,455) - - -
Income tax expense (1,148) (1,661) (1,659) (1,799) (1,995) Net cash from financing (3,495) 2,903 3,962 (2,170) (2,944)
Profit for the year 14,627 12,578 14,723 16,850 19,067
Net change in cash 1,859 (6,666) 7,918 4,335 (1,728)
Profit attributable to: Cash at the beginning 42,199 44,058 30,904 38,822 43,156
Owners of the Company 14,061 12,979 14,513 16,361 18,557 Exchange difference - (6,488) - - -
Non-controlling interests 566 (401) 210 489 510 Cash at the end 44,058 30,904 38,822 43,156 41,428
Profit for the year 14,627 12,578 14,723 16,850 19,067 Less: pledged cash 10,617 3,653 3,653 3,653 3,653
Balance sheet Key ratios
YE Dec 31 (RMB mn) FY17A FY18A FY19E FY20E FY21E YE Dec 31 FY17A FY18A FY19E FY20E FY21E
Non-current assets 97,759 111,294 121,679 135,905 154,427 Sales mix
Fixed asset 15,088 15,835 16,160 16,669 17,293 Passenger vehicles 49.00% 38.49% 26.73% 17.08% 10.71%
Intangible assets 4,237 4,809 5206 5592 5977  Commercial vehicles 48.25% 57.52% 67.64% 75.71% 79.98%
Interest in joint 54,472 62,329 66,710 72,451 80,192 Other 2.74% 3.99% 5.63% 7.21% 9.31%
Other non-current assets 23,962 28,321 33,603 41,192 50,964 Total 100% 100% 100% 100% 100%
Current assets 116,149 115,223 111,803 116,634 115,913 P&L ratios (%)
Cash 44,058 30,904 38,822 43,156 41,428 Gross profit margin 13% 13% 13% 13% 13%
Account receivable 21,084 22,522 13,743 13,471 14,067 Pre-tax margin 13% 14% 18% 20% 23%
Inventory 10,657 10,710 10,175 10,237 10,159 Net margin 11% 12% 16% 17% 20%
Other current assets 40,350 51,087 49,064 49,770 50,259 Effective tax rate 7% 12% 10% 10% 9%
Balance sheet ratios
Current liabilities 91,770 84,457 72,448 76,688 77,901 Current ratio (x) 1.27 1.36 1.54 1.52 1.49
Borrowings 14,381 15,424 14,556 14,786 14,605 Quick ratio (x) 0.71 0.66 0.75 0.76 0.74
Account payables 44,134 37,140 27,777 30,450 30,785 Cash ratio (x) 0.48 0.37 0.54 0.56 0.53
Other payables 32,427 31,263 29,269 30,486 31,440 Debtors turnover days 61 79 62 60 63
Tax payables 828 630 846 967 1,071 Debt /equity ratio 85.48% 81.32% 70.36% 68.60% 64.72%
Net debt / equity ratio 50.58% 45.79% 27.20% 24.82% 24.45%
Non-current liabilities 6,814 17,135 23,983 26,062 28,321 Returns (%)
Borrowings 2,398 10,729 19,187 20,878 22,754 ROE 14% 11% 12% 12% 13%
Provisions 652 659 608 631 626 ROA 8% 7% 7% 8% 8%
Deferred income tax 1,555 2,086 1,822 2,127 2,439 Per share
Others 2,209 3,661 2,367 2,427 2,502 EPS (RMB) 1.63 151 1.68 1.90 2.15
DPS (RMB) 0.33 0.35 0.42 0.47 0.54
Minority Interest 6,809 6,569 7,758 8,479 9,290 BVPS (RMB) 12.59 13.74 15.01 16.40 17.97
Total net assets 108,515 118,356 129,293 141,310 154,828
Shareholders' equity 108,515 118,356 129,293 141,310 154,828
Source: Company data, CMBIS
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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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 (I)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.

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy
of this research report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

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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