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Bi-Weekly Update: In the Post-Pandemic Era, Auto Industry

Competition Has Intensified, And Marginal Repair Has Begun
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(] H-shares have entered a new round of rebound, and marginal repair of the
auto industry has begun. Our view on the market has gradually become Rating: Outperform
optimistic, and we reiterate that the pessimism of the industry in 4Q22 has been
reflected by the market. Anti-epidemic control measures in 2022 had an impact on
downstream consumption, coupled with factors such as pessimistic sales Y. MR KT
expectations and fierce competition, causing the auto index to lag behind the HSI.

Entering the post-pandemic era, the auto sector, which was with premium

valuation before, has also entered a stage of marginal repair. With the further HK-listed OEMs and HSI performance
recovery of the market and the expectation of favourable factors in the industry, SN TR A A R A FE R T

such as in the demand and policy side, auto sector opportunities lie in OEMs, and
some components companies will also benefit.
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opportunity is still in OEMs. For the OEM sector, we recommend Geely 0%
Auto (00175 HK), Great Wall Motor-H (02333 HK) and Li Auto-W (02015 2%
HK); for the components sector, we recommend Nexteer (01316 HK). 4%

° Risk warning: 1) Increasing industry competition; 2) sales and policies may

fall short of expectations. 8%

N=3 -100%

A ° %H& Eﬁ)\%—%ﬁ# ﬁi’,ﬁ:ﬂkﬁ %%Eaﬂ:% IJQ'“‘JXTJ’ I'hi;] H‘]ﬁ‘/zt"ﬁi EJ“ )()LHJ jiﬁi ?7\ 2022/1/6 2022/3/6 2022/5/6 20221716 2022/9/6 2022/11/6 2023/1/6
SRIRAT Mk 2022 G 55 VY 7= I AE XL 26 Cl 37 S Wt 2022 SRR G B F 0 T i B e o TSI 0017500489 T 01144 01058 02236

——02333 —— 03808 —— 09866 —— 09868 —— 02015—— 09863

BN BETURMBSEFERSEER, SEVUEREKE TIHEE. SRR,
SERTRERAGE TR NIAPRE R B, B T3t — 2P Ik, B KA B Source: Bloomberg, Guotai Junan International.
AT A R B T, IR AT TR e, T Z A Al AR 32 2

£ Q#
Automobiles Sector

° JERIERR, SRFEEEBUE TR, WA TGRS ARG T 5 05 2 i 3l 7R 20 4 o 4
K, —RREEATIZAERE, TRk A B SR, RN, BUE RSV REOR
CE, Mt AL 0. 8B FAT AL E A LTI AL, UL [ 5 A (e ik
PETEJEWH BZIr, AT AR AL G B AT AEAT M B S Bk dRr B 0 3%

° AN FESHE— B IR, AN ARIRIR E R BRI RBE R . SRR ORI
PR L TRAT e R TG U 7, JUSRAESE M S b o 3K T e ELR 51 BRAT S A A
SRUEIN AN e A . AR F  FATE PELL R L B A0 SR o b 4k, AR FT RE S i
B I AT SE 4, (EARAT B T HESUHT BRI M BT ANS B R

° ZRERETR, NSMERE, BERY, RIHMEEEFIKE (00175 HK) « KK
#-H (02333 HK) FIEEKE-W (02015 HK) ; TR, RAMEAR IS (01316
HK) .

(] RISGHOR: 1) s dmil: 2) 8 EMEBCRmA KL

See the last page for disclaimer Page 1 of 4




O ERERIEH

GUOTAI JUNAN SECURITIES Automobiles Sector

H-shares have entered a new round of rebound, and marginal repair of the auto industry has begun. Our view on the
market has gradually become optimistic, and we reiterate that the industry’s pessimistic sentiment in 4Q22 has been reflected by
the market. Anti- epidemic control measures in 2022 had a negative impact on downstream consumption, coupled with factors
such as pessimistic sales expectations and fierce competition, causing the auto index to lag behind the HSI. The full withdrawal of
China’s epidemic prevention and control policies will help stabilise consumer confidence and promote consumption recovery.
Entering the post-pandemic era, the auto sector, which was with premium valuation before, has also entered a stage of marginal
repair. We see that the auto industry has passed the worst point of this round of Hong Kong stock market downturn. With the
further recovery of the market and the expectation of favourable factors in the industry such as in the demand and policy side, the
auto sector’s opportunity still lies in OEMs, and some components companies with better sales volume will also benefit.

In the post-pandemic era, sales may exceed expectations. We believe that economic recovery in the post-pandemic era will
drive growth of auto final sales. The Central Economic Working Conference (CEWC) mentioned the new energy vehicle (NEV)
industry and consumption industry in December 2022. In addition, the withdrawal of domestic Covid-19 epidemic control
measures will boost the domestic auto market to recover. Strong growth in passenger vehicle (PV) export business also will help
sales beat expectations. Meanwhile, even if some auto-related policies have expired, the market need not be overly pessimistic.
Considering the important position of the auto industry in domestic economy in China and the country's efforts to promote the
recovery of consumption after the epidemic, we believe that new corresponding support policies for the auto industry will be
introduced in the future to stimulate consumption.

Industry competition has been further intensified, which is expected to accelerate acceptance and penetration growth of
NEVs. On 6 Jan. 2023, Tesla announced price cuts on its Model 3 and Model Y vehicles. This is Tesla's second price cut since
4Q22. We believe that it is mainly due to the continued decline in the domestic macroeconomic environment in China, which led to
worse-than-expected final sales, and Tesla may launch a replacement model soon. Tesla's sharp price cuts again have put
pressure on competing models, especially in terms of pricing strategies. Although other vehicle companies in the market have not
yet made major adjustments to their pricing strategies, we believe that Tesla's price cuts will have a direct impact on the timing of
their pricing strategies. Overall, we characterize Tesla's price cut strategy as neutral. Although it may accelerate vicious
competition in the domestic auto industry, it will also help promote acceptance and penetration growth of NEVs.

Figure 1: Vehicle sales and PV export volume are expected Figure 2: The Vehicle Inventory Alert Index shows that the

to exceed expectations in the post-pandemic era in 2023 recent inventory pressure is still high, and it is expected
to improve in 1Q2023
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Source: China Association of Automobile Manufacturers, Guotai Junan Source: China Association of Automobile Manufacturers, Guotai Junan
International. International.

A landscape of several major powers has been formed, and the opportunity is still in OEMs. We believe that with the
advent of the post-pandemic era and state support for the consumer market, marginal repair of the auto industry has begun. But,
the competitive landscape of the industry has also become more complex. For the OEM sector, we continue to recommend Geely
Auto (00175 HK), Great Wall Motor-H (02333 HK) and Li Auto-W (02015 HK), due to their more solid operation fundamentals
within the industry. Meanwhile, for the components sector, we recommend Nexteer (01316 HK), as the company has entered a
recovery phase with new business orders reaching US$1.0 bn, marking US$5.4 bn year-to-date, the highest in the past 3 years.

Risk warning: 1) Increasing industry competition has put pressure on the industry’s recovery; 2) sales and policies may fall short
of expectations.
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Table 1: Global Peers Comparison

Company Stock Code Currency Last Price PE (fiscal year) PB (fiscal year) ROE (%) DIY (%) EVIEBITDA
2021A  2022F  2023F  2024F 2021A  2022F  2023F  2024F  2022F  2022F 2022F

Hong Kong-listed OEMs

Dongfeng Motor Grp Co Ltd-H 00489 HK HKD 4.600 29 31 3.0 3.0 0.2 0.2 0.2 0.2 72 1.1 4.1 o

Geely Automobile Holdings Lt 00175 HK HKD 12.360 214 20.0 14.0 10.8 1.5 1.5 1.4 1.3 741 1.7 7.8 %

Brilliance China Automotive 01114 HK HKD 4.530 1.6 37 27 26 0.4 0.5 0.4 0.4 9.2 8.7 na. %

Great Wall Motor Company-H 02333 HK HKD 10.680 121 8.6 8.6 71 1.3 1.2 1.1 1.0 14.9 48 13.9 %

Qingling Motors Co Ltd-H 01122 HK HKD 1.090 7.0 na. na. na. 0.3 n.a. n.a. n.a. n.a. n.a. n.a. :

Byd Co Ltd-H 01211 HK HKD 207.200 162.2 371 23.7 16.7 5.2 49 4.0 3.2 136 0.3 18.3 h

Guangzhou Automobile Group-H 02238 HK HKD 5.640 6.4 5.0 44 39 0.5 0.5 0.5 04 104 5.7 70.6

Baic Motor Corp Ltd-H 01958 HK HKD 2.350 41 44 43 42 0.3 0.3 0.3 0.3 73 7.2 0.4

Nio Inc-Class A 9866 HK HKD 86.050 n.a. na. na. na. n.a. n.a. n.a. n.a. (37.1) 0.0 n.a.

Xpeng Inc - Class A Shares 9868 HK HKD 40.650 n.a. na. na. na. 1.3 21 21 21 (21.7) 0.0 n.a.

Li Auto Inc-Class A 2015 HK HKD 88.550 n.a. na. na. na. n.a. n.a. n.a. n.a. (4.6) 0.0 n.a.

Weichai Power Co Ltd-H 02338 HK HKD 11.280 85 16.8 12.2 10.7 1.1 1.2 1.1 1.0 6.1 15 6.2

Sinotruk Hong Kong Ltd 03808 HK HKD 12.380 6.5 12.7 8.5 72 0.8 0.8 0.8 0.7 6.7 3.1 39

Simple Average 233 12.4 9.1 74 1.2 1.3 1.2 1.1 1.6 3.7 15.6

Weighted Average 90.6 24.7 16.7 12.3 31 3.0 26 21 5.4 1.7 19.0

Median 6.7 8.6 8.5 71 0.8 1.0 0.9 0.9 7.2 24 7.0

Mainland China-listed OEMs

Dongfeng Automobile Co Ltd-A 600006 CH CNY 5.920 31.8 219 16.9 na. 1.5 n.a. n.a. n.a. 6.5 n.a. n.a.

Great Wall Motor Co Ltd-A 601633 CH CNY 30.240 414 2715 26.4 20.7 45 4.1 37 3.2 15.1 1.3 14.6

Faw Jiefang Group Co Ltd 000800 CH CNY 7.990 9.5 na. 399.5 285 1.4 1.6 1.5 1.6 5.6 0.9 18.4

Saic Motor Corp Ltd-A 600104 CH CNY 14.490 6.8 8.4 75 6.6 0.6 0.6 0.6 0.5 741 4.1 6.4

Chongqing Changan Automob-A 000625 CH CNY 13.360 37.0 15.9 16.8 15.0 24 2.1 1.9 1.7 13.6 21 8.0

Weichai Power Co Ltd-A 000338 CH CNY 10.730 9.8 18.9 131 10.4 1.3 1.3 1.2 1.1 6.4 15 5.7

Beiqi Foton Motor Co Ltd-A 600166 CH CNY 3.080 n.a. na. 14.0 11.0 1.9 1.7 15 1.3 35 n.a. n.a.

Anhui Jianghuai Auto Group-A 600418 CH CNY 15.420 154.2 145.5 75.6 43.3 22 22 2.1 2.0 (0.5) 0.2 29.7

Cnhtc Jinan Truck Co Ltd-A 000951 CH CNY 15.820 17.6 33.0 14.9 1.1 1.3 1.4 1.3 1.2 42 0.9 9.2

Yutong Bus Co Ltd-A 600066 CH CNY 8.010 286 43.1 22.3 19.0 1.2 1.2 1.2 1.3 3.1 14 12.2

Xiamen King Long Motor Gr -A 600686 CH CNY 6.200 na. na. na. na. 1.2 na. na. na. n.a. n.a. na.

Jiangling Motors Corp Ltd-A 000550 CH CNY 14.450 216 17.8 17.7 18.6 1.5 1.4 1.3 1.3 73 2.7 na.

Yangzhou Yaxing Motor Co-A 600213 CH CNY 12.330 1,233.0 na. na. na. 136.7 n.a. n.a. n.a. n.a. n.a. n.a.

Zhongtong Bus Co Ltd-A 000957 CH CNY 12.640 n.a. na. na. na. 2.9 n.a. n.a. n.a. n.a. n.a. n.a.

Simple Average 144.7 36.9 56.8 18.4 11.5 1.8 1.6 1.5 6.5 1.7 13.0 i

Weighted Average 36.6 25.8 38.8 16.0 29 21 1.9 1.8 9.6 20 10.9 \:

Median 28.6 219 16.9 16.8 1.5 1.5 1.4 1.3 6.4 1.4 10.7 tg

Japan-listed OEMs S

Nissan Motor Co Ltd 7201 JP JPY 431.200 n.a. 78 8.6 5.1 0.4 0.4 0.3 0.3 5.1 0.9 3.9 ﬁ

Toyota Motor Corp 7203 JP JPY  1,827.000 11.4 8.9 9.5 8.3 1.1 1.0 0.9 0.8 1.5 2.3 5.7 %

Honda Motor Co Ltd 7267 JP JPY  3,157.000 8.3 7.7 72 6.4 0.6 05 0.5 0.5 7.2 34 74 %

Mazda Motor Corp 7261 JP JPY  1,007.000 n.a. 78 45 5.0 0.5 0.5 0.4 0.4 6.6 22 27 <5(

Mitsubishi Heavy Industries 7011 JP JPY  4,990.000 413 14.8 121 10.6 1.2 1.1 1.0 0.9 77 25 73

Subaru Corp 7270 JP JPY  2,068.500 20.7 22.7 7.0 6.0 0.9 0.8 0.8 0.7 38 29 26

Suzuki Motor Corp 7269 JP JPY  4,275.000 14.2 12.9 9.5 8.3 1.2 1.1 1.0 0.9 9.0 22 5.8

Hino Motors Ltd 7205 JP JPY 500.000 n.a. na. na. 1.3 0.5 0.6 0.7 0.6 (16.7) 14 6.5

Isuzu Motors Ltd 7202 JP JPY  1,524.000 26.3 9.4 79 6.5 1.1 1.0 0.9 0.8 1.4 42 5.5

Simple Average 204 1.5 8.3 75 0.8 0.8 0.7 0.7 5.1 24 5.3

Weighted Average 131 9.6 9.0 79 1.0 0.9 0.8 0.8 9.9 2.5 5.7

Median 17.5 9.1 8.2 6.5 0.9 0.8 0.8 0.7 7.2 2.3 5.7

Other Nation-listed OEMs

Hyundai Motor Co 005380 KS KRW 163,000.000 8.6 5.1 5.0 5.0 0.4 0.5 0.5 0.4 10.3 34 8.8

Ford Motor Co FUS usb 12.690 28 6.5 741 76 1.0 1.1 1.1 1.0 15.2 39 26

Paccar Inc PCAR US usb 99.790 18.7 12.3 12.3 13.0 3.0 2.7 24 2.2 245 3.2 115

Volkswagen Ag VOW GR EUR 159.400 54 49 5.4 5.0 0.6 0.5 0.5 0.5 1.3 9.1 1.0

Bayerische Motoren Werke Ag BMW GR EUR 90.100 4.8 38 6.5 6.3 0.8 0.7 0.7 0.6 21.0 8.2 43

Renault Sa RNO FP EUR 35.905 11.0 8.7 4.2 35 04 04 0.3 0.3 3.0 11 21

Volvo Ab-B Shs VOLVB SS SEK 194.560 121 10.4 1.0 10.6 28 26 24 23 254 54 5.1

General Motors Co GM US usb 35.920 53 5.0 6.1 6.0 0.9 0.8 0.7 0.6 173 0.4 29

Tata Steel Ltd TATAIN INR 118.750 18.2 3.6 8.1 8.8 1.9 1.3 1.1 1.0 42.6 3.9 34 e

Simple Average 9.7 6.7 73 73 1.3 1.2 11 1.0 19.0 43 4.6 4

Weighted Average 79 6.3 7.2 7.2 1.2 11 1.0 1.0 18.1 5.2 4.2 &

Median 8.6 5.1 6.5 6.3 0.9 0.8 0.7 0.6 17.3 3.9 34 §

Global Average 56.5 17.0 22.7 10.4 45 1.3 1.2 11 75 3.1 9.4 %

Global Weighted Average 285 12.8 13.0 9.3 1.7 1.5 14 1.2 1.7 3.2 8.2

Source: Bloomberg, Guotai Junan International. l
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance >15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate ==, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral ks Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce V=S Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition

The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform oA T Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral Hrf Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform ikl Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.
(2)  The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

?3) Except for CHINA GRAND PHARMACEUTICAL AND HEALTHCARE (00512 HK),LUZHOU BANK (01983 HK),SF REIT (02191
HK),JINSHANG BANK (02558 HK),BANKOFZHENGZHOU (06196 HK),Guotai Junan and its group companies do not hold equal to or
more than 1% of the market capitalization of the issuer mentioned in this Research Report.

(4)  Guotai Junan and its group companies have had investment banking relationships with GEELY AUTOMOBILE (00175 HK),GUANGZHOU
AUTOMOBILE- H SHARES (02238 HK) mentioned in this Research Report within the preceding 12 months.

5) Guotai Junan and its group companies are making, or will make a market in the securities in respect of GREAT WALL MOTOR- H SHARES
(02333 HK)/ GEELY AUTOMOBILE (00175 HK) mentioned in this Research Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities (Hong
Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research reports,
including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does not
guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking estimates
and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and mutable situation, so
uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks, and where necessary
consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2023 GuotaiJunan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queens’ Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793Website: www.gtja.com.hk
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