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Willsemi (603501 CH)

Solid 1Q25 earnings driven by robust auto
momentum; Maintain BUY

Willsemi announced 1Q25 results. Revenue was RMB6.5bn, up 15% YoY and
down 5% QoQ on normal seasonality. The growth was largely driven by strong
auto CIS demand from the accelerating "smart driving equality” trend. The
favourable product mix (higher auto CIS sales) and better supply chain mgmt.
improved GPM to 31.0% in 1Q (vs. 29.0%/27.9% in 4Q24/1Q24). NP increased
to RMB866mn, up 55% YoY, from a low base in 1Q24, on margin recovery. We
expect Willsemi’s revenue to grow sequentially in the following quarters. We
maintain our FY25 revenue/NP forecasts at RMB32.1bn/RMB5.1bn, implying

25%/53% growth YoY. Willsemi is one of our top picks. Reiterate BUY with

unchanged TP of RMB176.

B 2025 to be another strong year for Willsemi’s auto CIS business, driven
by 1) increasing volume as end market demand is very strong and 2) higher
ASP (shifting towards higher resolutions). In 1Q25, auto CIS sales grew 60-
70% YoY, as the adoption of ADAS/AD solutions rapidly expanded in China’s
auto market. We project the growth of auto CIS revenue to exceed 50%
YoY in 2025 (vs. 30% in 2024). The company is also diversifying auto-related
products, with analog products like PMIC securing solid design wins. We
project analog sales to grow 30%+ YoY in 2025 (vs. 23% in 2024), riding the
tailwind of automotive electrification and "smart driving equality" trends and
strengthened partnership with China OEMs (Willsemi’s high-end auto CIS
8MP solutions have covered a broad OEM customer base).

B Mobile CIS to achieve better growth in 2H25, benefitted by consistent
design wins, new product launches and seasonality effect. We expect
Willsemi’s mobile CIS sales to grow modestly at 5% YoY growth this year,
largely due to 1) weaker-than-expected demand, and 2) the Company’s new
50MP/+ CIS products (60%+ sales contribution in FY24) are expected to
generate revenue in 2H25. We project higher revenue growth of 15% YoY for
2026, driven by 1) rising demand for Al-features and streaming needs, which
requires higher resolutions, 2) increasing penetration of domestic premium
smartphones, and 3) geopolitical uncertainties lifting domestic supply chain.

B Maintain BUY with unchanged TP at RMB176. We slightly revise down
FY25 revenue forecast by 1.6%, reflecting lower mobile CIS sales. We lift our
GPM projection by 1ppt to 33.1%, on better-than-expected margin recovery
and stronger impact from a favourable product mix. NP is unaffected at
RMB5.1bn. Our TP is based on the same 41x 2025E P/E, as we believe the
company’s strategic focus on the auto sector, alongside its strong presence
in the mobile CIS space, will ensure long-term success on the global stage.
Potential risks include: rising US-China geopolitical tensions; slower-than-
expected product R&D; falling demand, etc.

Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 21,021 25,731 32,142 40,728 51,020
YoY growth (%) 4.7 22.4 24.9 26.7 25.3
Gross margin (%) 21.8 29.4 33.1 35.4 36.2
Net profit (RMB mn) 555.6 3,323.2 5,094.6 7,308.5 9,425.0
YoY growth (%) (43.9) 498.1 53.3 43.5 29.0
EPS (Reported) (RMB) 0.47 2.77 4.25 6.09 7.86
YoY growth (%) (44.0) 489.4 53.3 43.5 29.0
P/E (x) 280.0 47.5 31.0 21.6 16.7
ROE (%) 2.8 14.6 19.2 22.8 23.9

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: Earning revisions

old DIff (%)
FY26E FY26E

Revenue 32,142 40,728 51,020 32,655 39,525 NA 2% 3% NA
Gross profit 10,642 14,434 18,445 10,515 12,727 NA 1% 13% NA
Net profit 5,095 7,308 9,425 5,108 6,485 NA 0% 13% NA
EPS (RMB) 4.246 6.092 7.856 4.290 5.450 NA -1% 12% NA
Gross margin 33.1% 35.4% 36.2% 32.2% 32.2% NA 0.9 ppt 3.2 ppt NA
Net margin 15.9% 17.9% 18.5% 15.6% 16.4% NA 0.2 ppt 1.5 ppt NA

Source: Company data, CMBIGM estimates
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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 32,142 40,728 51,020
Cost of goods sold (13,903) (16,446) (18,154) (21,500) (26,295) (32,574)
Gross profit 6,175 4,574 7,576 10,642 14,434 18,445
Operating expenses (3,719) (3,297) (3,908) (4,795) (6,178) (7,866)
Selling expense (516) (467) (557) (643) (815) (2,020)
Admin expense (25) (33) (40) (50) (64) (80)
SG&A expense (765) (623) (748) (771) (876) (969)
R&D expense (2,496) (2,234) (2,622) (3,375) (4,480) (5.867)
Others 82 60 59 45 57 71
Operating profit 2,456 1,277 3,668 5,847 8,256 10,579
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) (336) (363) (450)
Investment gain/loss 1,047 73 182 228 289 362
Other gains/(losses) (186) 140 a7 56 54 53
EBIT 1,895 1,148 3,266 5,795 8,236 10,544
Interest income 27 96 330 466 622 822
Interest expense (494) (534) (327) (327) (344) (387)
Net Interest income/(expense) (467) (438) 4 139 277 435
Other income/expense (127) (19) 9 0 0 0
Pre-tax profit 1,301 691 3,278 5,934 8,513 10,978
Income tax (343) (148) 6 (890) (2,277) (1,647)
After tax profit 958 544 3,284 5,044 7,236 9,332
Minority interest (32) (12) (39) (50) (72) (93)
Net profit 990 556 3,323 5,095 7,308 9,425
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 19,613 20,264 21,804 28,822 35,308 48,488
Cash & equivalents 4,026 9,086 10,185 14,356 18,331 24,858
Account receivables 2,502 4,031 3,964 5,965 6,334 9,228
Inventories 12,356 6,322 6,956 7,405 9,319 12,770
Prepayment 236 221 251 579 733 918
Financial assets at FVTPL 14 133 0 0 0 0
Other current assets 479 472 448 518 591 715
Non-current assets 15,577 17,479 17,160 17,546 17,725 18,317
PP&E 2,047 2,586 3,126 3,399 3,596 3,856
Right-of-use assets 209 176 154 107 66 31
Intangibles 2,018 2,305 2,216 2,088 1,953 1,804
Goodwill 3,169 3,861 3,632 3,632 3,632 3,632
Other non-current assets 8,134 8,551 8,032 8,320 8,478 8,993
Total assets 35,190 37,743 38,965 46,368 53,033 66,805
Current liabilities 10,373 9,069 7,595 11,505 11,506 15,958
Short-term borrowings 3,632 2,671 1,086 2,090 1,930 4,123
Account payables 1,128 1,663 1,935 2,777 2,410 4,016
Tax payable 145 229 229 277 314 397
Other current liabilities 5,079 4,055 3,787 5,720 6,063 6,444
Contract liabilities 125 187 226 282 357 447
Accrued expenses 263 264 332 360 432 531
Non-current liabilities 6,717 7,180 7,167 6,120 6,321 7,417
Long-term borrowings 2,750 2,977 3,472 1,801 1,966 2,453
Bond payables 2,347 2,444 2,524 2,542 2,542 2,542
Obligations under finance leases 145 122 97 133 142 185
Deferred income 24 25 22 29 31 40
Other non-current liabilities 1,451 1,611 1,052 1,616 1,640 2,197
Total liabilities 17,090 16,248 14,762 17,625 17,827 23,375
Share capital 1,185 1,216 1,216 1,216 1,216 1,216
Retained earnings 8,572 9,008 11,868 16,459 22,994 31,311
Other reserves 8,261 11,227 11,117 11,117 11,117 11,117
Total shareholders equity 18,018 21,451 24,201 28,792 35,328 43,644
Minority interest 82 44 1 (49) (122) (215)
Total equity and liabilities 35,190 37,743 38,965 46,368 53,033 66,805
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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 5,044 7,236 9,332
Depreciation & amortization 1,045 1,166 1,295 1,357 1,573 1,687
Change in working capital (5,300) 5,175 (699) (908) (1,775) (5,499)
Others 1,303 651 892 (278) (606) 44
Net cash from operations (1,993) 7,537 4,772 5,216 6,428 5,563
Investing

Capital expenditure (2,259) (1,048) (1,249) (1,533) (1,747) (2,066)
Net proceeds from disposal of short-term

investments 7 7 28 30 4 53
Others (1,765) (1,422) 415 274 422 439
Net cash from investing (4,017) (2,464) (806) (1,229) (1,283) (1,574)
Financing

Dividend paid (822) (574) (664) (831) (1,117) (1,495)
Net borrowings 3,242 (2,009) (1,297) 1,073 5 2,680
Proceeds from share issues 273 3,394 218 0 0 0
Others (438) (875) (1,264) (58) (58) (58)
Net cash from financing 2,255 (64) (3,007) 184 (1,170) 1,127
Net change in cash

Cash at the beginning of the year 7,630 3,995 9,055 10,153 14,323 18,298
Exchange difference 120 51 143 0 0 0
Others (3,755) 5,009 955 4,170 3,975 6,527
Cash at the end of the year 3,995 9,055 10,153 14,323 18,298 24,825
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue (16.7%) 4.7% 22.4% 24.9% 26.7% 25.3%
Gross profit (25.7%) (25.9%) 65.6% 40.5% 35.6% 27.8%
Operating profit (51.1%) (48.0%) 187.2% 59.4% 41.2% 28.1%
EBIT (64.6%) (39.4%) 184.4% 77.5% 42.1% 28.0%
Net profit (77.9%) (43.9%) 498.1% 53.3% 43.5% 29.0%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 30.8% 21.8% 29.4% 33.1% 35.4% 36.2%
Operating margin 12.2% 6.1% 14.3% 18.2% 20.3% 20.7%
Return on equity (ROE) 5.8% 2.8% 14.6% 19.2% 22.8% 23.9%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Current ratio (x) 1.9 2.2 2.9 25 3.1 3.0
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/E 156.6 280.0 47.5 31.0 21.6 16.7
P/E (diluted) 156.6 280.0 47.5 31.0 21.6 16.7

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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Disclosures & Disclaimers
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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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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
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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
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