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SECTOR UPDATE
Automobile — China
Weekly: Show Me The Cash

The findings from our analysis on 1H24 financials generally reconfirm our segmental
preference and stock picks for the auto sector. We prefer names with better earnings
qualities in regard to margins and cash flows (eg Geely, GWM, CATL, Desay SV and
FYG) to the others (eg BYD, Li Auto, XPeng, GAC, Nexteer, EVE Energy, Ganfeng and
Zhongsheng). Maintain MARKET WEIGHT. Top BUYs: CATL, Desay SV and Geely. Top
SELL: GAC.

WHAT’S NEW

* We recently conducted an analysis on the 1H24 financials of all the auto companies under
our coverage in an attempt to see how the price war impacts the earnings of auto companies
in 1TH24 and how were the earnings and cash flow along the auto supply chain in China
during the period (please see the table on the last page). The findings are as follows:

- Despite the intense price war, both OEMs and auto part companies unexpectedly
enjoyed resilient margins in 1H24 (except for certain names). Li Auto and the JV
brands of Guangzhou Auto Corp (GAC), GAC Toyota and GAC Honda, were the only
OEMs under our coverage that suffered gross margin squeeze. Among the eight auto part
companies we cover, only three saw gross margin contractions in 1H24 — Desay SV,
Tuopu and Xusheng. Desay SV’s gross margin only dipped 0.3ppt yoy to 20.3% during the
period. Leading OEMs and auto part companies generally managed to hedge against the
price cuts via lower procurement prices for parts and components and improved economies
of scale.

- Stronger sales volume growth does not necessarily mean stronger earnings growth
for OEMs. BYD, for example, registered a 27% yoy core earnings growth in 1H24 on a
28.5% yoy sales volume growth and a 2.7% dip in profit per vehicle. GWM'’s sales volume
only grew by 7.8% yoy in 1H24, but its core earnings surged by 654% yoy during the
period, mainly driven by a 382% yoy spike in profit per vehicle. Geely’s core earnings also
more than doubled yoy in 1H24, outpacing sales volume growth of 41%, on the back of a
nearly 60% spike in profit per vehicle. The sharp margin improvement of GWM and Geely
was due to: a) steadier product prices, b) optimisation of product mix, and c) increasing
share of the more lucrative exports in total sales. Overseas sales as a percentage of total
sales volume rose to 36%/21% for GWM and Geely respectively in 1H24.
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PEER COMPARISON
Company Ticker Rec Price @ Target  Upside/ (Downside) Market PE P/B ROE Net Gearing
19Sep24  Price to TP Cap 2024F 2025F 2024F 2025F 2024F (Cash)
(Icy) (Icy) (%) (US$m) X ) x) ) (%) (%)
BYD 1211 HK HOLD 245.00 220.00 (10.2) 713,230 175 17.2 39 33 22.8 (44.8)
Geely Automobile 175 HK BUY 9.32 13.00 39.5 93,791 9.5 7.6 0.9 0.8 10.2 (34.3)
Great Wall Motors 2333 HK BUY 11.78 20.00 69.8 100,101 75 6.0 1.7 13 20.3 9.8
Guangzhou Auto 2238 HK SELL 2.33 1.80 (22.7) 24,204 10.3 10.6 0.2 0.2 33 (14.9)
Li Auto Inc 2015 HK SELL 83.15 70.00 (15.8) 173,368 32.7 36.2 2.4 2.3 7.7 (149.2)
XPeng 9868 HK SELL 35.60 18.00 (49.4) 67,171 Loss Loss 2.7 3.6 (24.1) (64.5)
Weichai Power 2338 HK BUY 11.76 16.00 36.1 102,624 75 6.5 1.0 0.9 11.7 (57.1)
Fuyao Glass 3606 HK BUY 50.00 61.00 22.0 130,487 175 14.8 34 31 20.5 (12.7)
Desay SV 002920 CH  BUY 93.30 145.00 55.4 51,784 26.0 19.6 5.5 45 22.8 (0.5
Nexteer 1316 HK SELL 251 1.50 (40.2) 6,300 16.1 174 04 0.4 25 (13.4)
Minth 425 HK BUY 13.98 27.00 93.1 16,242 6.7 5.9 0.7 0.7 11.1 20.6
Ningbo Tuopu 601689 CH  BUY 35.75 86.00 140.6 57,128 13.6 10.8 25 2.1 17.2 33.9
Joyson Electronics 600699 CH ~ BUY 14.08 26.00 84.7 19,708 12.8 9.5 1.3 12 10.6 112.0
Ningbo Xusheng 603305 CH HOLD 8.90 9.50 6.7 8,306 133 134 1.2 12 12.4 2.9
CATL 300750 CH  BUY 186.90 250.00 33.8 819,140 17.2 13.9 37 32 215 (70.5)
EVE Energy 300014 CH  SELL 32.34 20.00 (38.2) 66,159 16.5 16.6 17 1.6 7.7 322
Ganfeng Lithium 1772 HK SELL 16.82 12.00 (28.7) 33,929 76.4 84.9 0.7 0.7 0.9 335
GEM 002340 CH HOLD 5.69 5.80 1.9 29,221 18.7 145 15 1.4 8.0 76.0
Tinci Materials 002709 CH  SELL 13.38 10.00 (25.3) 25,528 60.5 63.7 2.0 1.9 32 27.1
Zhongsheng Group 881 HK SELL 8.90 8.00 (10.1) 21,332 6.3 6.6 0.4 04 6.9 375
Yadea Group 1585 HK SELL 11.46 8.60 (25.0) 34,323 13.6 11.9 34 2.9 26.3 (137.8)

Source: Bloomberg, UOB Kay Hian



UOBKayHian

¢ Receivables lengthened along the supply chain in 1H24. Due to inventory pile-up, the
downstream players extended payment terms to upstream suppliers, feeding through to
longer receivable days along the entire supply chain, which includes dealers, certain OEMs
(BYD), battery manufacturers (CATL and EVE Energy) and battery material suppliers
(Ganfeng, Tinci Materials and GEM).

¢ Prudent OEMs took cash from end-customers; the others captured cash from suppliers
but still suffered cash drain. Great Wall Motor (GWM) and Geely, for example, saw strong
cash inflows from operations by virtue of drawdown of inventories and receivables, so that
they could shorten the payment terms to suppliers. On the contrary, even though BYD, Li Auto
and XPeng extended the payment terms to suppliers, they registered weakened cash flows or
even cash outflows from operations in 1H24, due to pile-up of inventories and receivables. For
example, in 1H24, BYD’s operating cash flow (OCF) slumped by over 80% yoy, and net cash
balance plunged by nearly 70% given negative FCF as a result of pile-up of inventories and
receivables. BYD’s inventory days and receivable days spiked yoy/hoh in 1H24, while gross
margin improved after 10-20% price cuts during the period.

Auto dealers and battery material suppliers suffered the most margin squeeze and
cash drain, due to lower product prices and pile-up of inventories and receivables.
Zhongsheng’s gross margin of new car sales fell into negative territory in 1H24, the first time
ever; while Ganfeng's and Tinci’s gross margin plunged by over 50% yoy during the period.
Their net debt levels hiked by 20-40% in 1H24, due to negative free cash flow (FCF).

PV insurance registrations up 18% yoy, 19% mom and 16% wow. China’s PV insurance
registrations grew 18% yoy/19% mom/16% wow to 482,000 units in the 37th week of 2024
(9-15 Sep 24). By segment, the insurance registrations of PEVs and ICE-cars were 256,000
units (+66% yoy/+19% mom/+18% wow) and 226,000 units (-11% yoy/+20%mom/+18% wow)
respectively. PEV market share remained at 53% (+16ppt yoy/flat mom/-1ppt wow). Most EV
makers saw yoy/mom/wow increase during the week of 9-15 Sep 24, in line with estimates.
BYD brand’s insurance registrations came in as expected at 86,000 units (+68% yoy/+10%
mom/+17% wow). Li Auto’s insurance registrations grew 40% yoy, 18% mom and 18% wow to
12,600 units. Geely’s Zeekr registered 4,700 units (+96% yoy/+35% mom/+2% wow) in the
week ending 15 Sep 24. XPeng’s insurance registrations grew 19% yoy, 87% mom and 19%
wow to 4,300 units.

ACTION

¢ Maintain MARKET WEIGHT on China’s automobile sector. The findings from our analysis
on 1H24 financials generally reconfirm our segmental preference and stock picks for the auto
sector. We prefer auto part manufacturers to OEMs and other segments, as the former are
riding on the electrification and intelligentisation trends, eg Tuopu and Desay SV. Our
preference for segments in descending order are: auto part manufacturers > OEMs > battery
manufacturers > battery material suppliers > auto dealers.

e Top BUYs: CATL, Desay SV and Geely. Our BUY calls in descending order of preference
are CATL, Desay SV, Geely, Ningbo Tuopu, Fuyao Glass, Joyson Electronics, Minth and
GWM.

e Top SELL: GAC. GAC remains our top SELL as the company is facing a double whammy of
sales drop and margin squeeze.

UOBKH FORECASTS ON CHINA VEHICLE SALES

--- Wholesale shipment - -------- yoy chg --------
(m units) (%)

2023 2024F 2023 2024F
Total EV 9.45 11.55 375 22.2
-PEV 9.00 10.95 377 216
-CEV 0.45 0.60 328 34.8
ICE-car 20.60 19.45 31 (5.6)
-PV 17.01 16.05 0.0 (5.6)
-CV 359 3.40 21.0 (5.2)
Total vehicle 30.05 31.00 11.9 32
-PV 26.01 27.00 10.5 38
-CV 4.03 4.00 222 (0.8)
EV share 314 37.3 5.9 5.8
-PV 346 40.6 6.9 5.9
-CV 11.2 15.0 0.9 4.0

Source: UOB Kay Hian
WEEKLY INSURANCE REGISTRATIONS BY BRAND

W37  yoy mom W1-37
(9-15 % % wow (lJan- yoy%
(‘000 units) Sep) chg chg %chg 15Sep) chg
BYD Co na. na. na na na. na.
- BYD brand 860 683 101 168 21183 284
- Denza 20 (200) 191 25.0 702 (1133)
-FCB na. na. na na na. na.
-YW na. na. na na na. na.
Tesla 156 857 91 (3.7) 4243 na.
Wuling 158 975 244 (0.6) na. na.
Li Auto 126 400 178 178 3163 na.
Aito 96 1271 714 247 2713 na.
Leapmotor 79 1324 491 254 1441 na.
Aion 78 (204) 130 200 2295 na.
Galaxy 5.8 na. (45 (33 na. n.a.
Changan (EV) 49 na. na na na. n.a.
Zeekr 47 958 354 22 124.4 n.a.
XPeng 43 194 870 194 785 n.a.
Nio 42 77 213 (6.7) 1370 n.a.
PEV 256.0 66.2 191 148 64463 420
ICE-car 226.0 (11.4) 196 183 79846 (14.5)
Total PV 4820 178 193 164 144309 40
PEVshare (%) 531 155 (0.1) (0.8) 447 120
Source: Yiche, Zhineng Auto
YTD SALES VS FULL-YEAR SALES ESTIMATES
Implied avg
Avg weekly sales
weekly Weekly  based on Total
sales sales 2024F sales sales
(‘000 units) W1-37 W37 W38-52 W1-37  2024F
BYD Co na. n.a. na. na. 3,600
- BYD brand 57.3 86.0 87.8 2,118 3,435
- Denza 19 2.0 2.0 70 100
-FCB na. na. na. na. 50
-YW na. n.a. na. na. 15
Li Auto 85 12.6 122 316 500
Aito 73 9.6 21.9 271 600
Aion 6.2 7.8 74 230 340
Leapmotor 3.9 7.9 10.4 144 300
Zeekr 34 47 5.0 124 200
Nio 3.7 4.2 6.2 137 230
Deepal 2.7 4.0 234 99 450
XPeng 21 43 8.1 78 200
Xiaomi 2.3 31 4.0 60 120
PEV 1742 256.0 220.2 6,446 9,750
ICE-car 2158  226.0 284.4 7,985 12,250
Total PV 390.0 4820 504.6 14,431 22,000
PEV share (%) 44.7 53.1 43.6 447 443

Source: Yiche, Zhineng Auto, UOB Kay Hian
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1H24 RESULTS SUMMARY

------ Sales ------

volume* ---- Revenue ----

(units)  yoy  (lcym)  yoy
OEMs
BYD 1613 285 301,127 158
GWM 560 78 91429 307
Geely 956 410 107,305 46.6
Li Auto 189 358 57312 208
XPeng 52 256 14,660 612
GAC - 315 126 46,255 (25.3)
proprietary
brands
GAC -V 548  (440) na. na.
brands
Auto parts
Fuyao Glass na. 16.0 18,340 220
Desay SV na. na. 11,692 340
Joyson na. na. 27079 02
Electronics
Tuopu na. na. 12,222 334
Xusheng n.a. na. 2,149 8.9
Minth na. na. 11,000 138
Weichai Power  n.a. na. 112490 6.0
Nexteer na. na. 2099 (0.1)
Battery
CATL 205 211 166,767 (11.9)
EVE Energy 34 883 21659 (5.7)
Battery
materials
Ganfeng na. na. 9,589  (47.2)
Lithium
GEM na. na. 17,338 340
Tinci Materials ~ n.a. na. 5450 (31.8)
Dealer
Zhongsheng 233 3.9 82421 06

________ Y p—
net profit
(leym)  yoy
12,315  27.0
5651 654.0
3316 1084
1,648  (47.4)
(2539) (43.7)
(2359) (9.2
2,021 (61.9)
3591 637
790 497
523 963
1,055 0.1
239 (26.8)
1,068 208
5479 518
14 (56.3)
20,054 14.2
1499 193
(160) na.
703 1031
186 (85.4)
1,595  (46.8)

---- Gross
margin
(%) yoy
200 17
207 39
151 07
200 (L.2)
135 149
47 14
na. na
373 32
203 (0.3)
155 21
213 (1.2)
28 (22
285 22
217 30
100 1.0
265 49
165 05
108 (11.8)
135 09
188 (24.2)
60 (25)

--- Adj net ----
profit per
unit*
(lcy)  yoy
73 (26)
126 3822
37 585
9.0 (613
(48.8) (55.2)
(1.6) (80.8)
74 (319
na. na
na. na
na. na
na. na
na. na
na. na
na. na
na. na
978 (5.6)
na. na
na. na
na. na
na. na
na. na

wreeee OCF =eeeeee
(leym)  yoy
14,178 (82.7)
9,406 na
14152 323
(3772) na
na. na.
2,635 9,911.6
na. na.
3325 64
615 1034
1869 16.1
1,038 (15.3)
747 488
1731 84
12,802 (0.7)
152 (34.2)
44709 206
312 (90.6)
3942  na.
1320 1113
364 (44.9)
2,926 (64.0)

* The unit of sales volume for OEMs is thousand vehicles; while that for battery manufacturers is GWh.

* The numbers of adjusted net profit per unit for OEMs are denominated in thousand yuan per vehicle; while that for battery manufacturers are denominated in million yuan per GWh.

Source: Bloomberg, UOB Kay Hian

(33,047)
3,666
5,386
(6,908)
n.a.
(2,163)

n.a.

979
(90)
38

(774)
437
n.a.

9,393

2

30,647
(1,857)

(1,299)

(4,650)
(102)

1570

na.
na.

2736
na.
na.

(53.9)

n.a.

543
50.2
na.

476
n.a.
n.a.
@1
n.a.

64.6
na.

(84.7)

199.0
(93.7)

(75.7)

16,043
10,490
33,457
82,467
18,151
6,592

n.a.

2,010
(501)
(14,759)

(3,386)
588
(3,163)
33,116
186

121595
(17,637)

(18,964)

(18,234)
(4,947.0)

(12,844)

yoy

(69.2)
n.a.
26.4
308

(71.8)
(64.3)

n.a.

9.7
699.1
(7.8)

(16.3)
1,256.4
(24.3)
32
0.7

49.7
36.0

92.6

478
315

(16.3)

hoh

(742)
258
21.0
(8.1)
(226)
(66.7)

n.a.

(495)
n.a.
(3.0)

(276)
2276
(16.)
(326)
(12.0)

(12.8)
57.7

20.4

219
36.7

(25.1)

-- Inventory days --

75
37
33
28
71
37

n.a.

48
93
71

72
113
89

78
28

60
73

148

132
56

38

41
29
28
21
48
48

n.a.

41
57
71

73
102
94
84
28

52
54

105

98
37

33

85
34
29
33
80
74

n.a.

44
70
77

66
117
96
76
30

72
64

173

101
50

43

----- Receivable

34
45
82

0
72
28

n.a.

93
114
59

122
114
127
82
71

84

92

80

72
121

days

23
35
63

0
23
20

n.a.

89
121
55

114
100
112
69
70

104
107
83

81
106

44
36
66

1
27
28

n.a.

97
121
52

96
94
110
83
72

112
140

85

82
139

--- Payable days ---
1H23 2H24 1H24 1H23 2H24 1H24 1H23 2H24 1H24

142
90
202
153
224
68

n.a.

il
131
72

112
150
157
176

78

231
241

100

52
108

23

91
75
164
160
193
80

n.a.

44
118
74

122
133
166
194

79

221
260

114

64
102

22

157
80
176
186
236
97

n.a.

42
112
73

102
161
168
197
78

273
290

229

73
127

31
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
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