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SANY International (631 HK)

3Q21 Net profit +8%, in line with estimates; Revenue

A Wholly Owned Subsidiary Of China Merchants Bank

growth acceleration a positive sign Target Price HK$14.30
(Previous TP HK$14.30)
Up/Downside +60%
SANY!’s net profit grew 8% YoY to RMB284mn in spite of the margin pressure Current Price HK$8.92

resulting from high steel cost and freight rate, which we think is a set of
satisfactory results. It's encouraging to see revenue growth significantly
accelerated to 51% YoY in 3Q21, versus 14% in 2Q21, suggesting strong product
demand. We maintain our positive stance on SANYI due to the on-track
development of electric products, de-bottlenecking of large-size port machinery
capacity and fast growing robotic business and smart mining. Besides, with
continuous cost control measure and introduction of intelligent model along with
ASP hike, the gross margin should see potential improvement in 4Q21E or early
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next year. Maintain BUY with unchanged TP of HK$14.3 (based on 23x P/E). Stock Data
Mkt Cap (HK$ mn) 28,127
B Key highlights on 3Q21 results. Revenue surged 51% YoY to RMB2.56bn Avg 3 mths t/o (HK$ mn) 48
; ; . 52w High/Low (HK$) 10.80/4.11
in 3Q21. Qross margin narroweq 6.3ppt YoY (up 0.1ppt QOQ), due to: (1) 1ppt Total Issued Shares (mn) 3100.7
from the increase in raw material cost, (2) 1ppt from freight rate, (3) product Source: Bloomberg
mix change (fast-growing sales of wide body truck and telescopic forklift truck), .
and (4) appreciation of RMB. Net profit grew 8% YoY to RMB284mn. In 9M21, Shareholding Structure
/net profit 37%/23% YoY ting 73%/84% of our full Sany Heavy Eduipment o7.7%
revenue/net profit grew 37%/23% YoY, representing 73%/84% of our full year [
estimates. Latest backlog amounted to RMB5.6bn (Figure 2). Free float 32.3%
B Mining equipment: New products to drive ASP growth. The segment Source: HKEx
revenue / net profit grew 28% / 35% YoY to RMB4.25bn / RMB860mn in 9M21. sh
.. . . . . . are Performance
Rising ratio of large-size and intelligent road header boosted ASP increase Absolute _ Relafive
this year (to RMB3.2mn from RMB2.8mn last year). Going forward, SANYI 1-mth -3.3% -6.3%
believes that the growth driver will come from the intelligent transformation of 22;2 _‘5‘%’ ;gz’
coal mining equipment (e.g. unmanned machine). For wide-body truck, large- S - —
size and electric products will continue drive both volume and ASP increase
going forward. For example, the ASP for 60t electric wide body truck can reach 12-mth Price Performance
RMB1.5mn, compared with the traditional model of RMB700k. TD __eamk — wsi (rebased)

Logistics equipment: Growth to accelerate with margin expansion in
2022E. Revenue surged 31% YoY to RMB2.56bn in 9M21. For large size port
machinery, SANYI saw good order intakes this year (RMB1bn from overseas).
For example, PSA signed 5 units of large-size quayside gantry crane that
carry higher margin. Also, the intelligent upgrade for existing models will carry
higher gross margin (~33%). For small-size port machinery, electric reach
stacker and empty container handler (higher margin) are expected to account
for 30% of the respective product sales in 2022E, and further to 50% in 2023E.

Earnings Summary
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(YE 31 Dec) FY19A FY20A FY21E FY22E FY23E
Revenue (RMB mn) 5,656 7,364 10,306 12,699 15,219 Related Reports
YoY growth (%) 28.1 30.2 40.0 23.2 19.8 LA I T ood crsie
Net income (RMB mn) 920 1,045 1,331 1,633 1,957 ;10?,:,1:?en;ﬁg;;ﬁsirngovgéﬁépaccto;
EPS (RMB) 0.30 0.34 0.43 0.52 0.63 mining equipment order intakes — 4
YoY growth (%) 51.3 125 26.7 22.7 19.9 Oct 2021
Consensus EPS (RMB) N/A N/A 0.42 0.53 0.65 2. SANY Intl — Sustainable growth
EV/EBITDA (x) 16.5 145 117 9.7 8.2 driven by - intelligent mining
P/E (x) 271 231 175 14.2 11.9 grecghzjcc:)tzsland robotic business — 6
P/B (x) 35 3.1 2.7 2.4 2.1
Yield (%) 1.4 1.7 2.6 3.2 3.8
ROE (%) 13.6 14.0 16.0 17.6 18.8
Net gearing (%) Net cash Net cash Net cash Net cash Net cash
Source: Company data, Bloomberg, CMBIS estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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A Wholly Owned Subsidiary Of China Merchants Bank

B Progress on the construction of lighthouse factories. Among the four lighthouse
factories, the small-size port machinery factory is now on the ramp-up stage. The other
three plants (for hydraulic support, wide-body truck and large-size port machinery) are
expected to finish construction in Nov and commence operation in Dec or 1Q22.

Figure 1: 3Q21 results highlights

RMB mn 1Q20 1Q21 Chg (YoY) 2Q20 2Q21 Chg (YoY) 3Q20 3Q21 Chg (YoY)

Revenue 1,553 2,411 55% 2,262 2,573 14% 1,689 2,557 51%

Cost of sales -1,146 -1,790 56% -1,639 -1,980 21% -1,190 -1,963 65%

Gross profit 407 622 53% 623 593 -5% 499 594 19%
Gross margin 26.2% 25.8% 27.5% 23.1% 29.5% 23.2%

Pretax profit 296 368 24% 458 578 26% 278 298 7%
Pretax profit margin 19.1% 15.3% 20.2% 22.5% 16.5% 11.7%

Net profit 257 340 32% 383 471 23% 264 284 8%
Net margin 16.5% 14.1% 16.9% 18.3% 15.6% 11.1%

Source: Company data, CMBIS

Figure 2: Backlog trend

Backlog Mar-21 Aug-21 Oct-21
RMB mn
Mining equipment
Road header 270 400 680
cCMU 1,030 800 750
Wide body truck 520 500 560
Mining truck 70 n/a 60
Mining total 1,890 1,700 2,040
Port machinery
Large size port machinery 1,660 1,300 -
Small size port machinery 410 600 -
Port total 2,070 1,900 2,100
Robot
Industrial robot 530 1,350 -
Electric forklift 140 <100 -
Robot total 670 1,350 1,350
Intelligent mining 60 <10 <100
Total 4,690 5,000 5,600

Source: Company data, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 3: Key assumptions on SANYI

(RMB mn) 2019 2020 2021E 2022E 2023E
Revenue

Road header 1,408 1,250 1,703 1,912 2,047
Combined coal mining units (CCMU) 1,073 1,640 2,214 2,635 3,030
Small-size port machinery 1,547 1,800 2,376 2,804 3,280
Large-size port machinery 686 720 864 1,339 1,741
Mining trucks 388 950 1,460 2,069 2,816
After sales service 554 580 609 646 684
Robot - 400 1,080 1,296 1,620
Total 5,656 7,340 10,306 12,699 15,219

Growth (YoY)

Road header 30.5% -11.2% 36.2% 12.3% 7.1%
Combined coal mining units (CCMU) 11.1% 52.8% 35.0% 19.0% 15.0%
Small-size port machinery 18.5% 16.4% 32.0% 18.0% 17.0%
Large-size port machinery 24.5% 5.0% 20.0% 55.0% 30.0%
Mining trucks 340.9% 144.8% 53.7% 41.7% 36.1%
After sales service 29.4% 4.7% 5.0% 6.0% 6.0%
Robot - - 170.0% 20.0% 25.0%
Total 28.1% 29.8% 40.4% 23.2% 19.8%

Gross margin
Blended gross margin 29.5% 27.6% 24.9% 26.3% 25.9%

Source: Company data, CMBIS estimates

Figure 4: SANYI's PE band Figure 5: SANYI’s PB band
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Source: Bloomberg, Company data, CMBIS estimates Source: Bloomberg, Company data, CMBIS estimates

Major risk factors: (1) weakness in mining activities; (2) higher-than-expected expense
to drive the introduction of new products; (3) unexpected power outage.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Financial Summary

Income statement

Cash flow statement

YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E
Revenue Pretax profit 1,070 1,190 1,546 1,921 2,305
- Mining equipment 3,423 4,846 5,864 7,131 8,440 Finance cost 85 132 112 112 112
- Logistics equipment 2,233 2,518 3,362 4,272 5,158 Interest income -58 -36 -54 -55 -58
Total revenue 5,656 7,364 10,306 12,699 15,219 Share of profit or loss of associates 0 0 0 0 0
Cost of sales -3,987 -5,403 -7,743 -9,363 -11,277 Depreciation and amortization 249 249 293 328 349
Gross profit 1,669 1,961 2,563 3,336 3,942  Income tax paid -100 -139 -186 -250 -300
Other income 342 237 515 406 487 Change in working capital -22 237 -656 -686 -953
Other gains and losses 121 257 155 165 198 Others -424 -563 -0 -0 -0
S&D expenses -388 -430 -587 -698 -807 Cash flow from operation 801 1,070 1,056 1,370 1,456
Administrative expenses -643 -707 -1,010 -1,194 -1,415 Net capex on PP&E -216 -401 -500 -500 -300
Other expenses -4 -31 -31 -38 -46 Interest received 58 36 54 55 58
EBIT 1,097 1,286 1,604 1,978 2,359 Others -2,153 -282 0 0 0
Net finance income/(cost) -27 -96 -58 -57 -54 Cash flow from investing -2,311 -647 -446 -445 -242
Finance income 58 36 54 55 58  Proceeds from equity financing/(repurchase) 0 0 0 0 0
Finance expenses -85 -132 -112 -112 -112 Net bank borrowings 1,860 -122 0 0 0
Share of JV and associates 0 0 0 0 0 Dividend paid -262 -338 -408 -599 -735
Pretax profit 1,070 1,190 1,546 1,921 2,305 Interest paid -85 -132 -112 -112 -112
Income tax -148 -139 -186 -250 -300 Others 15 -9 0 0 0
After tax profit 922 1,052 1,360 1,671 2,005 Cash flow from financing 1,527 -602 -520 -711 -847
MI -2 -6 -30 -38 -48
Net profit 920 1,045 1,331 1,633 1,957 Change in cash 17 -179 90 214 367
Cash at beginning of the year 1,070 1,103 941 1,031 1,245
D&A 249 249 293 328 349 Exchange gains/(losses) and others 16 17 -0 -0 -0
EBITDA 1,346 1,535 1,897 2,305 2,708 Cash at the end of the year 1,103 941 1,031 1,245 1,612
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E YE 31 Dec FY19A FY20A FY21E FY22E FY23E
Non-current assets 5209 5448 5655 5828 5779 sales mix (%)
PP&E 2,413 2,591 2,825 3,023 3,000 - Mining equipment 61% 66% 57% 56% 55%
Prepaid land lease payments 1,027 1,140 1,114 1,088 1,062 - Logistics equipment 39% 34% 33% 34% 34%
Goodwill 1,130 1,130 1,130 1,130 1,130 Total 100% 100% 100% 100% 100%
Non-current prepayment 145 10 10 10 10 pgL ratios (%)
Others 146 282 282 282 282 Gross margin 30% 27% 25% 26% 26%
Deferred tax assets 348 296 296 296 296  EBITDA margin 24% 21% 18% 18% 18%
Current assets 10,338 12,016 13,765 15,081 17,662 EBIT margin 19% 17% 16% 16% 16%
Prepayment 615 359 359 359 359  Net profit margin 16% 14% 13% 13% 13%
Inventories 1,438 1,821 2,549 2,632 3,670 Growth (%)
Trade receivables 2,634 3,288 4,166 5,019 5988 Revenue 28% 30% 40% 23% 20%
Bills receivables 424 595 647 814 1,021 Gross profit 29% 17% 31% 30% 18%
Financial assets 3,276 4,024 4,024 4,024 4,024 EBITDA 43% 14% 24% 22% 17%
Others 844 988 988 988 988 EBIT 52% 17% 25% 23% 19%
Pledged deposits/Time deposits 2 0 0 0 0  Net profit 53% 14% 27% 23% 20%
Cash 1,103 941 1,031 1,245 1,612 Balance sheet ratios
Current liabilities 6,421 7,938 8,942 9,358 10,620  cuyrrent ratio (x) 1.6 1.5 1.5 1.6 1.7
Trade and bills payables 1,832 2,893 3,896 4,313 5574 Receivable turnover days 154 147 132 132 132
Other payables and accruals 1,535 1,917 1,917 1,917 1,917  Inventory turnover days 136 110 103 101 102
Bank borrowings 2,512 2,645 2,645 2,645 2,645 Payable turnover days 167 160 160 160 160
Tax payable 253 197 197 197 197  Net debt/ total equity (%) Net cash Netcash Netcash Netcash Netcash
Government grants 94 96 96 96 96 Returns (%)
Others 195 191 191 191 191 ROA 6% 6% 7% 8% 9%
Non-current liabilities 1,980 1,667 1,667 1,667 1,667 ROE 14% 14% 16% 18% 19%
Bank borrowings 747 493 493 493 493  per share
Deferred tax liabilities 37 69 69 69 69 EPS (RMB) 0.30 0.336 0.425 0.522 0.626
Government grants 1,195 1,105 1,105 1,105 1,105 BVPS (RMB) 2.30 2.52 2.80 3.13 3.52
Total equity 7,146 7,859 8,811 9,884 11,154 DPS (RMB) 0.11 0.131 0.191 0.235 0.282
Shareholders' equity 7,132 7,839 8,761 9,795 11,018
MI 14 20 50 89 137

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

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE



WEE R

CMB INTERNATIONAL

1 Nov 2021

Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer 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) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will 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.

CMBIS 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 CMBIS

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

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in
the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS 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
securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
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.
CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the
information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or
qualified as a research analyst with the Financial Industry Regulatory Authority (‘FINRA”). The analyst is not subject to applicable restrictions under FINRA
Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report
is intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing
to effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as
defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced
by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers
Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined
in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the
extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5



