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We expect competitive models, cost cuts in FY26E

Maintain BUY. We believe GAC’s FY25E earnings have become a non-event,
despite its deteriorating earnings in 2Q25. We think new models next year,
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including those which partner with Huawei, could be more competitive and )
" . Prior TP HK$3.60  RMB10.00
become a positive catalyst. We also see large room for cost reduction and .
- . L . Up/Downside 21.8% 27.4%
stabilized profits at joint ventures (JVs) and associates. )
Current Price HK$3.5 RMB7.9

B 2Q25 earnings miss on GPM and impairment. GAC’s 1H25 net loss of ]

RMB2.5bn was in line with its preliminary profit warning. 2Q25 net loss was China Auto
. ) . Ji SHI, CFA

about RMB1.3bn wider than our previous forecast, largely due to its gross (852) 3761 8728
margin of -4.9%. We believe we underestimated its intangible assets shiji@cmbi.com.hk
amortization from its previous capitalized R&D. GAC also booked an
impairment loss of RMB490mn in 2Q25, mainly for its inventories. Wenjing DOU, CFA

| Ne\(v models, cost red.uction as keys to FY26E earnings, \_/alugtion .We gii?:ﬁ;%gf;bimm.hk
project GAC’s net loss in 2H25E to be RMB1.6bn and we believe its FY25E
earnings have become a non-event. Instead, we pay more attention to Austin Liang
GAC'’s new models next year and cost reduction capabilities. We think that (852) 3900 0856
GAC may reexamine its scheduled new models this year to better satisfy austinliang@cmbi.com.hk
customers’ needs and delay some models to next year. New models (:Ki)'mth Price Performance
partnering with Huawei are also scheduled to be rolled out from next year. | 400 | &Sl Rebased)
Therefore, we project GAC’s sales volume for homegrown brands to rise 3807
21% YoY to 0.68mn units in FY26E. We also see large room for cost ]
reduction, especially for staff costs, based on data in 1H25. 3001

B Profitability at JVs and associates to stabilize. Equity income from JVs ggg :
and associates in 1H25 only fell 4% YoY. GAC Toyota’s earnings remained TAug24 Novad  Feb25  May2s  Aug2s
stable with rising NEV sales, thanks to the new bZ3X BEV. We expect GAC (Rv 601238 GH
Honda’s sales volume decline to continue but we estimate its loss to be 1o SHSZ300 (Rebased)
manageable after the plant closure. We project GAC’s equity income to be 100 1
RMB3.0bn and RMB2.9bn in FY25E and FY26E, respectively. gﬁg ]

B Valuation/Key risks. We maintain our BUY rating and raise our H-share 80 1
target price from HK$3.60 to HK$4.30, based on the sum-of-the-parts 7.

valuation. We value all GAC’s consolidated businesses at HK$3.40 per
share, based on 0.3x our FY26E P/S (prior 0.3x FY25E). We value its JVs
and associates at HK$0.90 per share based on 3x FY26E P/E (prior 3x

0
Aug-24 Nov-24 Feb25  May25  Aug-25

Source: FactSet
Stock Performance

’ . 2238 HK 601238 CH
FY25E). Our unchanged A-share target price of RMB10.00 is based on Abs.  Rel.  Abs.  Rel.
GAC'’s current A/H premium of about 150%. Key risks to our rating and 1-mth  3.8%  57%  0.6% -4.1%
target price include lower sales volume and margins than we expect, PG AN
slower electrification for its JVs than we expect, and a sector de-rating. Source. FaciSet
Earnings Summary - 2238 HK Stock Data
(LC) 2238 HK 601238 CH
(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E Mkt Cap (mn) 35995.64 80046.97
Revenue (RMB mn) 129,706 107,784 91,020 106,837 116,803 | Ava3mthsto(mn) 8063 208.94
52w High 3.81 10.69
YoY growth (%) 17.6 (16.9) (15.6) 17.4 9.3 52w Low 2.21 7.13
Net profit (RMB mn) 4,428.9 823.6  (4,096.8) (1,722.7) 1,424.3| Issued Shares (mn)  10197.07 10197.07
YoY growth (%) (45.1) (81.4) na na na| Source: FactSet
EPS (Reported) (RMB cents) 42.47 7.92 (40.06) (17.00) 14.02
P/E (x) 7.6 40.8 ns ns 23.0
P/B (x) 0.3 0.3 0.3 0.3 0.3
Yield (%) 4.7 15 0.0 0.0 1.3
ROE (%) 3.9 0.7 (3.7) (1.6) 1.3
Net gearing (%) (24.5) (20.6) (16.6) (15.3) (15.0)

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 1: Quarterly results

RMB mn 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 YoY (@]s]0)
Sales volume (units) 409,698 453,340 472,012 668,008 371,087 384,213 -15.2% 3.5%
Revenue 21,566 24,689 28,486 33,043 19,879 22,732 -7.9% 14.4%
Gross profit 987 843 1,385 937 (216) (12,107) N/A N/A
R&D expenses (375) (305) (353) (778) (377) (329) 7.8% -12.7%
SG&A expenses (2,157) (2,383) (3,139) (2,135) (2,370) (2,310) -3.1% -2.5%
Investment Income 1,844 1,414 385 3,675 1,174 1,229 -13.1% 4.7%
Operating profit 961 179 (2,134) 175 (1,276) (2,625) N/A N/A
Net profit 1,220 296 (1,396) 704 (732) (1,807) N/A N/A
Gross margin 4.6% 3.4% 4.9% 2.8% -1.1% -4.9% -8.3 ppts -3.8 ppts
Operating margin 4.5% 0.7% -7.5% 0.5% -6.4% -11.5%  -12.3ppts  -5.1 ppts
Net margin 5.7% 1.2% -4.9% 2.1% -3.7% -7.9% -9.1 ppts -4.3 ppts

Source: Company data, CMBIGM

Figure 2: Earnings revision

New Old Diff (%)

RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 91,020 106,837 116,803 87,755 104,383 104,483 3.7% 2.4% 11.8%
Gross profit (1,344) 2,469 6,622 2,237 5,561 6,815 -160.1% -55.6% -2.8%
Operating profit (6,822) (3,367) 596 (2,778) (1,075) (84) N/A N/A N/A
Net profit (4,097) (1,723) 1,424 (946) (202) 723 333.2% 753.2% 96.9%
Gross margin -1.5% 2.3% 5.7% 2.5% 5.3% 6.5% -4.0 ppts -3.0 ppts -0.9 ppts
Operating margin -7.5% -3.2% 0.5% -3.2% -1.0% -0.1% -4.3 ppts -2.1 ppts 0.6 ppts
Net margin -4.5% -1.6% 1.2% -1.1% -0.2% 0.7% -3.4 ppts -1.4 ppts 0.5 ppts
Source: CMBIGM estimates

Figure 3: CMBI estimates vs consensus

CMBIGM Consensus Diff (%)

RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 91,020 106,837 116,803 107,152 115,811 122,926 -15.1% -7.7% -5.0%
Gross profit (1,344) 2,469 6,622 5,021 6,947 8,132 -126.8% -64.5% -18.6%
Operating profit (6,822) (3,367) 596 (4,305) (3,324) (2,452) N/A N/A N/A
Net profit (4,097) (1,723) 1,424 1,200 1,763 2,492 -441.5% -197.7% -42.8%
Gross margin -1.5% 2.3% 5.7% 4.7% 6.0% 6.6% -6.2 ppts -3.7 ppts -0.9 ppts
Operating margin -7.5% -3.2% 0.5% -4.0% -2.9% -2.0% -3.5 ppts -0.3 ppts 2.5 ppts
Net margin -4.5% -1.6% 1.2% 1.1% 1.5% 2.0% -5.6 ppts -3.1 ppts -0.8 ppts

Source: Bloomberg, CMBIGM estimates

Figure 4. SOTP valuation

Target Price

Target P/E Target P/S Target Market
CRE PRI, Multiple Multiple Cap (HK$ bn)
Estimated revenue of Homegrown brands 107 0.3x 34
Estlmgted share of profits of joint ventures & 29 3x 9
associates
SOTP 44

(HK$)
3.4

0.9

4.3

Source: CMBIGM estimates

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

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

Revenue 110,272 129,706 107,784 91,020 106,837 116,803
Cost of goods sold (102,755) (121,097) (100,742) (90,088) (101,804) (107,378)
Others (2,235) (2,942) (2,890) (2,275) (2,564) (2,803)
Gross profit 5,282 5,667 4,152 (1,344) 2,469 6,622
Operating expenses (8,367) (9,547) (8,899) (9,081) (8,641) (9,090)
Selling expense (3,923) (5,048) (5,417) (5,313) (5,071) (5,238)
Admin expense (3,796) (4,301) (4,397) (3,847) (3,879) (4,044)
R&D expense (1,707) (1,734) (1,812) (1,893) (1,871) (1,991)
Others 1,058 1,535 2,726 1,971 2,181 2,183
Operating profit (3,085) (3,881) (4,747) (10,425) (6,171) (2,468)
Gain/loss on financial assets at FVTPL (319) (41) (405) 57 58 58
Investment gain/loss 14,317 8,660 7,319 3,865 3,427 3,783
Other gains/(losses) (3,131) (772) (2,370) 172 (235) (267)
EBITDA 14,542 10,764 8,871 3,393 7,479 12,448
Depreciation 2,553 2,660 3,351 3,571 3,802 4,083
Depreciation of ROU assets 325 521 640 680 806 932
Goodwill amortisation 3,719 3,269 4,720 5,089 5,371 5,865
Other amortisation 163 349 364 383 421 462
EBIT 7,782 3,966 (204) (6,331) (2,921) 1,106
Interest income 481 773 569 482 347 350
Interest expense (328) (441) (523) (430) (276) (290)
Pre-tax profit 7,454 3,625 (727) (6,762) (3,197) 816
Income tax 536 215 233 982 484 196
After tax profit 7,990 3,740 (494) (5,780) (2,713) 1,012
Minority interest 74 689 1,318 1,683 990 412
Net profit 8,064 4,429 824 (4,097) (1,723) 1,424
Gross dividends 2,516 1,573 514 0 0 427
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 91,603 101,111 112,026 71,000 74,776 78,276
Cash & equivalents 39,524 48,895 51,624 28,697 29,058 29,241
Account receivables 8,192 5,756 3,433 4,738 6,147 6,720
Inventories 12,362 16,720 15,688 11,847 12,551 13,238
Prepayment 1,239 2,108 1,507 1,481 1,673 1,765
Financial assets at FVTPL 4,220 2,791 2,559 1,578 1,598 1,608
Other current assets 26,066 24,841 37,215 22,658 23,749 25,703
Non-current assets 98,229 117,284 120,432 121,329 122,956 124,206
PP&E 19,284 21,927 25,252 26,384 26,491 26,016
Right-of-use assets 1,480 1,896 2,146 2,165 2,059 1,827
Deferred income tax 3,715 4,366 5777 5,777 5777 5777
Investment in JVs & assos 37,788 37,137 30,100 30,918 31,332 32,179
Intangibles 16,122 19,873 19,352 19,778 19,370 18,419
Goodwill 103 57 71 71 71 71
Financial assets at FVTPL 2,169 2,364 1,972 1,291 1,308 1,316
Other non-current assets 17,567 29,665 35,763 34,944 36,548 38,602
Total assets 189,832 218,395 232,458 192,329 197,732 202,482
Current liabilities 56,606 77,127 90,456 58,634 67,133 70,660
Short-term borrowings 6,309 11,674 16,577 0 2,662 3,314
Account payables 17,746 27,584 35,496 28,384 32,075 33,831
Tax payable 763 947 1,487 637 748 818
Other current liabilities 31,788 36,922 36,896 29,613 31,648 32,697
Non-current liabilities 10,948 16,868 20,225 18,096 17,582 17,167
Long-term borrowings 4,854 8,903 11,514 10,484 9,815 9,380
Bond payables 0 0 0 0 0 0
Deferred income 2,295 2,178 2,880 2,564 2,330 2,157
Other non-current liabilities 3,799 5,787 5,831 5,048 5,438 5,631
Total liabilities 67,554 93,995 110,682 76,730 84,716 87,828
Share capital 10,487 10,490 10,342 10,135 10,135 10,185
Other reserves 102,763 105,230 104,013 99,704 98,092 100,072
Total shareholders equity 113,250 115,720 114,354 109,840 108,227 110,257
Minority interest 9,027 8,680 7,423 5,759 4,789 4,397

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Total equity and liabilities 189,832 218,395 232,458 192,329 197,732 202,482
CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 7,454 3,525 (727) (6,762) (3,197) 816
Depreciation & amortization 6,760 6,798 9,075 9,724 10,400 11,342
Change in working capital (10,074) 2,601 5,907 (11,854) 2,680 282
Others (9,489) (6,196) (3,336) (2,053) (1,983) (2,528)
Net cash from operations (5,349) 6,728 10,919 (10,945) 7,900 9,912
Investing

Capital expenditure (8,014) (11,577) (10,859) (12,399) (11,541) (11,486)
Acquisition of subsidiaries/ investments (9,644) (23,309) (35,425) 2,574 (636) (618)
:\r‘]sggtrr?feﬁgs from disposal of short-term 4,256 18,394 21,769 2,661 600 600
Others 9,568 14,021 12,765 18,214 3,604 2,326
Net cash from investing (3,834) (2,471) (11,751) 11,050 (7,973) (9,177)
Financing

Dividend paid (3,388) (3,558) (2,467) (714) (356) (585)
Net borrowings 3,539 6,688 8,605 (18,786) 1,632 (18)
Proceeds from share issues 22,324 489 373 100 100 810
Others 1,803 455 (4,304) (3,632) (942) (759)
Net cash from financing 24,277 4,074 2,207 (23,032) 434 (551)
Net change in cash

Cash at the beginning of the year 22,340 37,479 45,865 47,284 24,358 24,718
Exchange difference 44 56 45 0 0 0
Cash at the end of the year 37,479 45,865 47,284 24,358 24,718 24,901
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue 45.7% 17.6% (16.9%) (15.6%) 17.4% 9.3%
Gross profit 15.1% 7.3% (26.7%) na na 168.2%
EBITDA 7.7% (26.0%) (17.6%) (61.8%) 120.4% 66.4%
EBIT 1.2% (49.0%) na na na na
Net profit 9.9% (45.1%) (81.4%) na na na
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 4.8% 4.4% 3.9% (1.5%) 2.3% 5.7%
Operating margin (2.8%) (3.0%) (4.4%) (11.5%) (5.8%) (2.1%)
EBITDA margin 13.2% 8.3% 8.2% 3.7% 7.0% 10.7%
Return on equity (ROE) 7.9% 3.9% 0.7% (3.7%) (1.6%) 1.3%
GEARING/LIQUIDITY/ACTIVITIES 2022A PAOPACTN 2024A 2025E 2026E 2027E
YE 31 Dec

Net debt to equity (x) (0.3) (0.2) 0.2) 0.2) 0.2) 0.2)
Current ratio (x) 1.6 1.3 1.2 12 1.1 11
Receivable turnover days 26.8 14.9 11.4 18.0 20.0 20.0
Inventory turnover days 43.9 50.4 56.8 48.0 45.0 45.0
Payable turnover days 63.0 83.1 128.6 115.0 115.0 115.0
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/E 4.1 7.6 40.8 ns ns 23.0
P/E (diluted) 4.2 7.6 40.8 ns ns 23.1
P/B 0.3 0.3 0.3 0.3 0.3 0.3
P/CFPS ns 5.0 3.1 ns 4.1 3.3
Div yield (%) 75 4.7 15 0.0 0.0 1.3

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

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