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A Wholly Owned Subsidiary Of China Merchants Bank

China Al surveillance

Gov’t projects picking up, power cuts impact limited OUTPERFORM
(Maintain)

On the demand side, China public security projects bidding number growth China software & IT services

accelerated in 3Q21 at +20% YoY (vs. +10% YoY in 2Q21). On the supply side,

we think power outage issue to Hikvision and Dahua is negligible given high Marley Ngan

inventory level. For FY3Q21E, we believe Hikvision will again deliver faster (852) 3916 3719 )

revenue growth (+21% YoY) than Dahua (+18% YoY). Meanwhile, Dahua GPM e B L B e

is expected to decline sequentially with less Hisilicon inventory and more to-gov’t Bowen Li

projects implementation. BUY Hikvision, HOLD Dahua. (852) 3761 8957

libowen@cmbi.com.hk
B 3Q21 public security projects bidding picking up. We observed China

public security projects bidding number growth accelerated in 3Q21 at +20%

YoY (vs. +10% YoY in 2Q21), according to CCGP. Total number of projects Hikvision 12-mth Price Performance
is growing at +18% YoY YTD. In 3Q21, we believe more to-gov'’t projects were aoa ot o — SHsz300 (rebasec)
delivered and thus GPM of Hikvision/ Dahua could be down sequentially. w0

B Power shortage issue negligible to Hikvision/ Dahua. We think the energy 40,0
shortage and power cut issues have limited impact to Hikvision and Dahua 200
although Dahua faces comparatively higher risk. On the assembly side, 00 | , , ,
Hikvision can shift more production to the Chongqing plant if necessary as ey EvA A e
Hangzhou faces higher risk than Chongging in not meeting energy intensity Source: Bloomberg, CMBIS

and consumption target. On the component supply side, although the
surveillance-related hardware plants are located mainly in Jiangsu and

: . . . . Dahua 12-mth Price Perf
Guangdong which have higher risk of not meeting energy target, impact to anue o TTRe Terormanee

(RMB)

Hikvision and Dahua is negligible given high inventory level. Hikvision and 300 ; ——002236 CH — SHSZ300 (rebased)
Dahua inventory to sales level was at 0.76 and 0.87 in FY2Q21 respectively. zzg

B Dahua to see higher margin pressure. On Hikvision, we expect FY3Q21 150
revenue/ net profit to grow at +21%/ 15% to RMB21.5bn/ RMB4.4bn o
respectively. Net profit growth is slower than top-line as tax credit was oo | , , ,
recorded earlier this year in 2Q21 (usually in 3Q). On Dahua, we expect owEy  Hme A S
FY3Q21 revenue to grow at +18% YoY to RMB7.5bn, slower than that of Source: Bloomberg, CMBIS

Hikvision. GPM is expected to decline by -1.1 pct pts QoQ to 40.6% given less
hisilicon inventory, more lower-margin to-gov’t projects implementation and

. Hikvision vs. Dahua 1yr fwd P/E
lower overseas revenue mix.

1 year fwd P/E (x)
45

B Hikvision is a safer name to play. We largely keep Hikvision and Dahua 40
FY?21-23E earnings forecast. Maintain BUY on Hikvision with new target price gg
of RMB79.62 (prior RMB80.00) on unchanged 36x FY22 P/E. Keep HOLD fg
rating on Dahua with new target price of RMB24.37 (prior RMB23.36) on =
unchanged 17x FY22 P/E. We expect valuation gap between Hikvision and 0!

NN

R0 20O D D D D
§ 5 &

Dahua to widen further as Hikvision’s stronger R&D allows higher growth and & Y Y
smoother supply chain transition. Hision

Dahua

Source: Bloomberg, CMBIS

Valuation Table

Mkt Cap Price TP Up/down- P/E ROE
Company Ticker Rating (US$mn) (LC) (LC) side (%) FY21EFY22EFY21EFY22E
Hikvision 002415 CH BUY 82,804 57.1579.62 39% 31.8 25.8 28.7 30.0
Dahua 002236 CH HOLD 11,176 24.04 24.37 1% 195 16.8 17.0 17.0
China Transinfo 002373 CH NR 3,673 1497 N/A N/A 18.6 151 9.7 10.9
iFlytek 002230 CH NR 19,458 54.50 N/A N/A  70.7 53.6 12.1 14.3
Cambricon Tech 688256 CH NR 5,092 82.00 N/A N/A N/A  N/A -13.3 -17.0

Source: Company data, Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk
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Focus Charts

Figure 1: We expect Hikvision 3Q21 revenue to
+21% YoY to RMB21.5bn

grow Figure 2: We expect Dahua 3Q21 revenue to grow

+18% YoY to RMB7.5bn
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Figure 3: Our Hikvision 3Q21E GPM of 45.8% is higher

than consensus of 44.8%

Source: Company data, CMBIS estimates

Figure 4. Our Dahua 3Q21E GPM of 40.6% is lower
than consensus of 41.5%
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Figure 5: Hikvision inventory Figure 6: Dahua inventory
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Demand: YTD surveillance bidding up +18% YoY

We observed that China public security projects tendering and bidding number is
picking up again in 3Q21 at +20% YoY (+10% YoY in 2Q21), according to Center of
China Government Procurement (CCGP). Total number of projects increased at
+18% YoY year-to-date.

Hikvision and Dahua continue to recover from Covid-19 when public security projects
delayed. In 2Q21, Hikvision and Dahua total revenue was up by +34% YoY and +32%
YoY respectively. In 3Q21E, we expect Hikvision and Dahua to achieve revenue
growth of +21% and +18% YoY.

We maintain our view that Dahua will face more margin pressure with less Hisilicon
inventory buffer. Dahua 2Q21 gross margin was down 5.8 pct pts YoY to 41.7% while
that of Hikvision dropped by 5.3 pct pts YoY to 45.9%, considering the fact that 2Q20
gross margin was a high base due to Covid-19 (more high-margin infrared cameras
were being sold).

Entering 2H with more to-gov’t projects delivery, we expect Hikvision 3Q21 GPM to
be flattish QoQ at 45.8% while Dahua to be down 1.1 pct pts QoQ to 40.6%.

Figure 7: YTD no. of public security projects bidding Figure 8: No. of public security project bidding

increased at +17% YoY reflects Hikvision and Dahua revenue trend
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Supply: power cuts impact negligible given high
inventory level

We think the energy shortage and power cut issues have limited impact to Hikvision
and Dahua, but Dahua sees higher pressure than Hikvision comparatively.

For the assembly, Hikvision has three plants located in Hangzhou and Chongging
while Dahua core production plant is located in Hangzhou. Although risk of Hangzhou
(Zhejiang province) not achieving 2021 energy intensity and energy consumption
target is medium (yellow color), we think Hikvision can shift production to Chongging
if necessary as Chonggqing energy level is in green color.

For the supply chain, surveillance-related hardware component plants are located in
Jiangsu (yellow colour) and Guangdong (red color) provinces. Power cuts could affect
the component supply. However, as Hikvision and Dahua have piled up high level of
inventories on hand (FY2Q21 inventory to sales ratio was 0.76 and 0.87 for Hikvision
and Dahua respectively), we believe the overall impact from power cuts is negligible
to both companies.

Figure 9: Power-cut issue impacts Dahua more than Hikvision comparatively

Level of achieving target in

Manufacturing Plant location Energy intensit Energy consumption

Hikvision Hangzhou (Binjiang)
Hangzhou (Tonglu)

Chongeing - ]

Dahua Hangzhou
Source: Company data, CMBIS *Red implies the highest risk of not achieving the target, green is the lowest

Figure 10: Hikvision inventory to sales level Figure 11: Dahua inventory to sales level
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Hikvision 3Q21 preview

Figure 12: Earnings revision

2021E 2022E 2023E

RMB mn New Old %Diff New Old %Diff New Old %Diff
Sales 80,448 80,603 -0% 95,131 95,313 -0% 108,819 109,022 0%
Gross profit 37,033 37,267 -1% 44,107 44,260 -0% 50,899 51,101 -0%
OP Profit 17,119 17,315 -1% 21,247 21,359 -1% 25,060 25,215 -1%
PBT 19,421 19,618 -1% 23,519 23,632 -0% 27,687 27,846 -1%
Net profit 16,800 16,969 -1% 20,647 20,747 0% 24,048 24,187 -1%
EPS 1.80 1.82 -1% 2.21 2.22 0% 2.58 2.59 -1%
Margins

GM 46.0% 46.2% -20 bps 46.4% 46.4% -7 bps 46.8% 46.9% -10 bps
OPM 21.3% 21.5% -20 bps 22.3% 22.4% -7 bps 23.0% 23.1% -10 bps
PBT margin 24.1% 24.3% -20 bps 24.7% 24.8% -7 bps 25.4% 25.5% -10 bps
Net margin 20.9% 21.1% -17 bps 21.7% 21.8% -6 bps 22.1% 22.2% -9 bps

Source: Company data, CMBIS, Bloomberg

Figure 13: Hikvision CMBI estimates vs. consensus

FY3Q21 2021 2022

RMB mn CMBI Street Diff CMBI Street Diff CMBI Street Diff
Sales 21,519 21,537 -0% 80,448 79,850 1% 95,131 95,924 -1%
Gross profit 9,857 9,652 2% 37,033 36,601 1% 44,107 44,167 -0%
OP Profit 4,628 7,387 -37% 17,119 18,862 -9% 21,247 23,223 -9%
PBT 5,494 7,872 -30% 19,421 19,207 1% 23,519 23,695 -1%
Net profit 4,393 6,157 -29% 16,800 16,789 0% 20,647 20,766 -1%
EPS 0.47 0.46 2% 1.80 1.80 0% 221 2.20 0%
Margins

GM 45.8% 44.8% 99 bps 46.0% 45.8% 20 bps 46.4% 46.0% 32 bps
OPM 21.5% 34.3% -1279 bps 21.3% 23.6% -234 bps 22.3% 24.2% -188 bps
PBT margin 25.5% 36.6%  -1102 bps 24.1% 24.1% 9 bps 24.7% 24.7% 2 bps
Net margin 20.4% 28.6% -817 bps 20.9% 21.0% -14 bps 21.7% 21.6% 6 bps

Source: Company data, CMBIS, Bloomberg

Figure 14: Hikvision quarterly operating model

RMB mn 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21E  4Q21E
Revenues 9,429 14,842 17,750 21,482 13,988 19,914 21,519 25,027
Gross Profit 4,466 7,612 7,973 9,495 6,549 9,148 9,857 11,479
Operating profit 1,472 3,088 3,896 5,126 2,569 3,899 4,628 6,023
Net profit (loss) 1,496 3,128 3,815 4,947 2,169 4,312 4,393 5,925
EPS (RMB) 0.16 0.33 0.41 0.53 0.23 0.46 0.47 0.63
Margins

Gross margin 47.4% 51.3% 44.9% 44.2% 46.8% 45.9% 45.8% 45.9%
Operating margin 15.6% 20.8% 21.9% 23.9% 18.4% 19.6% 21.5% 24.1%
Net margin 15.9% 21.1% 21.5% 23.0% 15.5% 21.7% 20.4% 23.7%
Growth (QoQ)

Revenues -47% 57% 20% 21% -35% 42% 8% 16%
Gross Profit -44% 70% 5% 19% -31% 40% 8% 16%
Operating profit -60% 110% 26% 32% -50% 52% 19% 30%
Net profit (loss) -66% 109% 22% 30% -56% 99% 2% 35%
Growth (YoY)

Revenues -5% 6% 12% 21% 48% 34% 21% 16%
Gross Profit 0% 15% 7% 18% 47% 20% 24% 21%
Operating profit -11% 10% 13% 41% 74% 26% 19% 17%
Net profit (loss) -3% 17% 0% 13% 45% 38% 15% 20%

Source: Company data, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Dahua 3Q21 preview

Figure 15: Earnings revision

2021E 2022E 2023E
RMB mn INE Old %Diff New Oold %Diff New Old %Diff
Sales 32,508 31,272 4% 36,804 35,810 3% 42,525 39,966 6%
Gross profit 13,216 13,022 1% 15,253 15,068 1% 17,814 16,989 5%
OP Profit 3,759 3,752 0% 4,487 4,378 2% 5,446 5,430 0%
PBT 3,931 4,008 -2% 4,845 4,715 3% 5,826 5,763 1%
Net profit 3,689 3,648 1% 4,293 4,248 1% 5,173 5,238 -1%
EPS 1.23 1.22 1% 1.43 1.42 1% 1.73 1.75 -1%
Margins
GM 40.7% 41.6% -99 bps 41.4% 42.1% -63 bps 41.9% 42.5% -62 bps
OPM 11.6% 12.0% -43 bps 12.2% 12.2% -3 bps 12.8% 13.6% -78 bps
PBT margin 12.1% 12.8% -73 bps 13.2% 13.2% 0 bps 13.7% 14.4% -72 bps
Net margin 11.3% 11.7% -32 bps 11.7% 11.9% -20 bps 12.2% 13.1% -94 bps
Source: Company data, CMBIS, Bloomberg
Figure 16: Dahua CMBI estimates vs. consensus
FY3Q21 2021 2022
RMB mn CMBI Street Diff CMBI Street Diff CMBI Street Diff
Sales 7,477 11,663 -36% 32,508 32,485 0% 36,804 38,692 -5%
Gross profit 3,039 4,834 -37% 13,216 13,606 -3% 15,253 16,245 -6%
OP Profit 585 922 -37% 3,759 4,685 -20% 4,487 5,724 -22%
PBT 706 1,791 -61% 3,931 4,702 -16% 4,845 5,752 -16%
Net profit 632 1,647 -62% 3,689 4,325 -15% 4,293 5,191 -17%
EPS 0.2 0.3 -33% 1.2 1.5 -15% 1.4 1.8 -19%
Margins
GM 40.6% 41.5% -80 bps 40.7% 41.9% -123 bps 41.4% 42.0% -54 bps
OPM 7.8% 7.9% -8 bps 11.6% 14.4% -286 bps 12.2% 14.8% -260 bps
PBT margin 9.4% 15.4%  -591 bps 12.1% 145%  -238 bps 13.2% 14.9%  -170 bps
Net margin 8.5% 14.1% -567 bps 11.3% 13.3% -197 bps 11.7% 13.4% -175 bps
Source: Company data, CMBIS, Bloomberg
Figure 17: Dahua quarterly operating model
RMB mn 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21E 4Q21E
Revenues 3,602 6,337 6,328 10,300 5,114 8,391 7,477 11,526
Gross Profit 1,724 3,015 2,534 4,028 2,092 3,502 3,039 4,583
Operating profit 177 1,031 516 1,342 370 1,266 585 1,539
Net profit (loss) 318 1,051 1,456 1,078 348 1,296 632 1,414
EPS (RMB) 0.35 0.49 0.36 0.12 0.27 0.21 0.47 0.15
Margins
Gross margin 49.2%  47.6% 40.0% 39.1% | 40.9% 41.7% 40.6%  39.8%
Operating margin 5.1% 16.3% 8.1% 13.0% 7.2% 15.1% 7.8% 13.4%
Net margin 9.1% 16.6% 23.0% 10.5% 6.8% 15.4% 8.5% 12.3%
Growth (QoQ)
Revenues -64% 81% 0% 63% -50% 64% -11% 54%
Gross Profit -57% 75% -16% 59% -48% 67% -13% 51%
Operating profit -89% 482% -50% 160% T2%  242% -54% 163%
Net profit (loss) -76% 231% 39% -26% -68%  273% -51% 124%
Growth (YoY)
Revenues -19% -2% 13% 6% 46% 32% 18% 12%
Gross Profit 6% 10% 7% 0% 21% 16% 20% 14%
Operating profit -31% 13% 51% -15% 109% 23% 13% 15%
Net profit (loss) 0% 14% 128% -18% 10% 24% -57% 31%
Source: Company data, CMBIS, Bloomberg
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Valuation

Hikvision (002145 CH, BUY, TP RMB79.62)

Maintain BUY with new target price of RMB79.62 (prior RMB80.00), on unchanged
36x FY22 P/E, 50% above its 3-year mean. We believe Hikvision deserves re-rating
as supply chain risk is mitigated after two years of product re-design, and new growth
drivers (Al) in enterprise segment is emerging. Also, Hikvision announced plan to
spin-off its smart home business (Ezviz Network) on STAR board. We believe the
spin-off could provide new financing channel to support 10T/ Al R&D.

Dahua (002236 CH, HOLD, TP RMB24.37)

Maintain HOLD with new target price of RMB24.37 (prior RMB23.36), based on
unchanged 17x FY22 P/E. We are less positive on Dahua amid chip shortage with
less Hisilicon inventory buffer than Hikvision. We expect valuation gap between
Hikvision and Dahua to widen.

Figure 18: Peers’ valuation

Ticker

P/E

ROE

Sales CAGR EPS CAGR
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China Transinfo
iFlytek
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Source: Bloomberg, CMBIS estimates

Figure 19: Hikvision 12M forward P/E chart

Figure 20: Dahua 12M forward P/E chart
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Financial Summary — Hikvision (002415 CH)

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E
Revenue 57,658 63,503 80,448 95,131 108,819 Net profit 12,415 13,386 16,800 20,647 24,048
Cost of sales (31,140) (33,958) (43,415) (51,025) (57,920) Depreciation/amortization 699 845 1,122 1,276 1,399
Gross profit 26,518 29,546 37,033 44,107 50,899 Change in working capital (7,153) 597 (12,733)  (139) 9,858
Others 1,807 1,260 784 638 870
Selling exp (7,257) (7,378) (9,247) (10,184) (11,599) Net cash from operating 7,768 16,088 5,973 22,422 36,175
Admin exp (1,822) (1,790) (1,926) (2,379) (2,663)
R&D exp (5.484) (6,379) (8,157) (9,645) (10,817) Capex (1,927) (2,004) (2,409) (2,172) (2,251)
Other operating exp. (417) (416) (585) (651) (760) Other 4 (551) 192 0 0
Operating profit 11,538 13,583 17,119 21,247 25,060 Net cash from investing (1,923) (2,555) (2,218) (2,172) (2,251)
Finance costs 640  (396) 498 439 875 Net borrowings 187 2,049 1,087 1,043 (2,421)
Other non-oper exp. 1,578 2,086 1,804 1,833 1,752 Dividend paid (5,609) (6,542) (7,475) (9,381) (11,530)
Pre-tax profit 13,755 15,273 19,421 23,519 27,687 Other (14) (189) (334) (638) (870)
Net cash from financing (5,436) (4,681) (6,722) (8,976) (14,821
Income tax expense (1,290) (1,595) (2,048) (2,234) (2,769)
Minority interests (51) (293) (573) (638) (870) Netchange in cash 408 8,852 (2,967) 11,274 19,104
Net profit to S/H 12,415 13,386 16,800 20,647 24,048 Cash at beginning of the year 26,552 27,072 35,460 32,419 43,693
Exchange difference 111 (464) (74) 0 0
Cash at the end of the year 27,072 35,460 32,419 43,693 62,797
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E YE 31 Dec FY19 FY20 FY21E FY22E FY23E
Current assets 64,026 74,763 81,271 100,708 126,622 Revenue mix
Cash & equivalents 27,072 35,460 32,419 43,693 62,797 Core camera solution 90% 88% 83% 81% 79%
Account receivables 23,146 24,098 32,363 36,566 40,899 Construction 2% 3% 2% 2% 2%
Inventory 11,268 11,478 12,342 15,755 17,353 Smart home business 4% 5% 5% 6% 6%
Other current assets 2,540 3,727 4,147 4,695 5,573 Robotics 1% 2% 3% 4% 5%
Other innovative business 2% 3% 6% 7% 8%
Non-current assets 11,332 13,939 15,287 16,183 17,035
PPE 6,423 7,301 8,422 9,318 10,170 Growth (%)
Intangible assets 1,407 1,634 1590 1,590 1,590 Revenue 16% 10% 27% 18% 14%
Other non-current assets 3,502 5,003 5,275 5,275 5,275 Operating profit 13% 18% 26% 24% 18%
Total assets EPS 8% 8% 26% 23% 16%
Current liabilities 23,521 31,225 28,630 37,329 52,141 Margin (%)
ST borrowings 2,726 7,507 8,107 8,781 6,926 Gross margin 46.0% 46.5% 46.0% 46.4% 46.8%
Account payables 13,940 14,631 9,651 16,196 30,876 Operating margin 20.0% 21.4% 21.3% 22.3% 23.0%
Accrued expense 5,941 6,173 8,228 8,548 9,560 Net profit margin 215% 21.1% 20.9% 21.7% 22.1%
Other current liabilities 914 2,914 2,645 3,804 4,779
Balance sheet ratio
Non-current liabilities 6,364 2,997 3,627 3,996 3,430 Currentratio (x) 272 239 284 270 243
LT borrowings 4,604 1,961 2,467 2,836 2,271 Receivable turnover days 137 136 128 132 130
Other non-current liabilites 1,760 1,036 1,159 1,159 1,159 Inventory turnover days 54 65 54 54 56
Total liabilities 29,885 34,222 32,257 41,325 55,571 Payable turnover days 163 157 81 116 104
Net debt to equity net cash net cash net cash net cash net cash
Share capital 9,345 9,343 9,336 9,336 9,336
Capital surplus 4,127 5,179 5,183 5,183 5,183 Profitability (%)
Retained earnings 33,634 40,479 49,821 61,086 73,605 ROE 30.1% 27.1% 28.7% 30.0% 29.8%
Other reserves (2,202) (1,207) (1,115) (1,115) (1,115) ROIC 45.1% 42.7% 41.9% 43.6% 56.2%
Minority interest 569 685 1,076 1,076 1,076
Total equity 44,904 53,794 63,224 74,490 87,009 Per share data (RMB)
Total liab. and equity 74,789 88,016 95,481 115,815 142,580 EPS (RMB) 133 143 180 221 258
DPS (RMB) 060 070 080 1.00 123
BVPS (RMB) 4.81 5.76 6.77 7.98 9.32

Source: Company data, CMBIS estimates
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Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E
Revenue 26,149 26,466 32,508 36,804 42,525 Net profit 3,188 3,903 3,689 4,293 5,173
Cost of sales (15,396) (15,164) (19,291) (21,551) (24,711) Depreciation/amortization 297 331 363 363 363
Gross profit 10,753 11,302 13,216 15,253 17,814 Change in working capital (28) (186) (6,545) (3,297) (921)
Others (1,857) 354 618 67 70
Selling exp (3,953) (4,291) (4,917) (5,548) (6,281) Net cash from operating 1,601 4,402 (1,875) 1,427 4,685
Admin exp (741) (785) (848) (983) (1,123)
R&D exp (2,794) (2,998) (3,447) (4,018) (4,702) Capex (531) (642) (864) (552) (638)
Other operating exp. (183) (162) (246) (217) (261) Other (309) 452  (396) 0 0
Operating profit 3,083 3,066 3,759 4,487 5,446 Net cash from investing (840) (190) (1,260) (552) (638)
Finance costs 33 58 (78) 35 51 Net borrowings (1,462) 715 2,240 203 506
Other non-oper exp. 383 1,125 249 323 329 Dividend paid (300) (399) (803) (759) (883)
Pre-tax profit 3,499 4,249 3,931 4,845 5,826 Other (120) 53 (13) (67) (70)
Net cash from financing (1,882) 369 1,424 (623) (448)
Income tax expense (338) (314) (191) (484) (583)
Minority interests 27 (32) (50) (67) (70) Net change in cash (1,121) 4,580 (1,711) 252 3,599
Net profit to S/H 3,188 3,903 3,689 4,293 5,173 Cash at beginning of the year 4,160 3,084 7,472 5,725 5,977
Exchange difference 45  (193) (36) 0 0
Cash at the end of the year 3,084 7,472 5,725 5,977 9,577
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY19 FY20 FY21E FY22E FY23E YE 31 Dec FY19 FY20 FY21E FY22E FY23E
Current assets 22,975 29,112 33,230 39,307 45,127 Revenue mix
Cash & equivalents 3,084 7,472 5725 5977 9,577 Domestic 63% 60% 60% 61% 62%
Account receivables 13,241 13,090 18,947 22,683 24,479 Overseas 37% 40% 40% 39% 38%
Inventory 3,840 4,928 5,492 7,462 7,809
Other current assets 2,810 3,622 3,067 3,184 3,263 Growth (%)
Domestic 9% 3% 21%  15% 17%
Non-current assets 6,589 7,483 9,352 9,540 9,815 Overseas 13% 8% 25% 10% 13%
PPE 1,958 2,680 3,369 3,628 3,973 Revenue 10% 1% 23% 13% 16%
Intangible assets 492 482 629 558 488 Gross profit 22% 5% 17% 15% 17%
Other non-current assets 4,139 4,321 5,354 5,354 5,354 Operating profit 33% 1% 23% 19%  21%
Total assets 29,565 36,595 42,582 48,847 54,943 EPS 26%  23% 5% 16% 20%
Current liabilities 12,531 14,662 15,343 17,871 19,171 Profit & loss ratio (%)
ST borrowings 427 402 1,363 1,363 1,363 Gross margin 41% 43% 41% 41% @ 42%
Account payables 8,098 9,703 9,361 11,116 12,333 Operating margin 11.8% 11.6% 11.6% 12.2% 12.8%
Accrued expense 3,935 3,676 3,463 4,235 4,319 Net profit margin 12.2% 14.7% 11.3% 11.7% 12.2%
Other current liabilities 71 881 1,157 1,157 1,157
Balance sheet ratio
Non-current liabilities 1,057 1,729 3,153 3,356 3,861 Currentratio (x) 1.83 199 217 220 235
LT borrowings 154 878 2,244 2,447 2,953 Receivable turnover days 180 182 180 206 202
Other non-current liabilities 904 851 909 909 909 Inventory turnover days 48 60 58 64 66
Total liabilities 13,588 16,391 18,496 21,227 23,033 Payable turnover days 109 123 107 102 101
Net debt to equity net cash net cash net cash net cash net cash
Share capital 3,004 2,996 2,995 2,995 2,995
Capital surplus 1,883 1,990 2,593 2,593 2,593 Profitability (%)
Retained earnings 11,802 15,309 18,196 21,730 26,020 ROE 22.6% 22.0% 17.0% 17.0% 17.7%
Other reserve (1,045) (521) (234) (234) (234) ROIC 26.3% 24.0% 21.6% 17.9% 19.7%
Minority interest 333 431 537 537 537
Total equity 15,643 19,773 23,549 27,083 31,373 Per share data (RMB)
Total liab. and equity 29,231 36,164 42,045 48,310 54,406 EPS (RMB) 106 130 123 143 173
DPS (RMB) 0.10 013 027 025 0.29
BVPS (RMB) 521 6.60 786 9.04 1048

Source: Company data, CMBIS estimates
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