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SANY International (631 HK)

NDR takeaways: Growth to accelerate in 2022E on strong backlog

We invited SANYI's management to share with investors the latest development
this week. Key positives: (1) Strong demand across all segments with backlog
already covering the capacity over coming 5-6 months; (2) Gross margin
expanded in each segment on the back of new products and stringent cost control;
(3) Fast introduction of intelligent and electric products. We fine-tuned our
earnings forecast in 2021E/22E by -4%/+2%. Our TP is slightly revised up to
HK$14.6, based on unchanged 23x 2022E P/E. Going forward, we see potential
for SANYI to expand into the new energy segment. Maintain BUY.

B Road header. The monthly order intake reaches 70-80 sets at present, much
higher than the 45-50 units early last year. The visibility has increased to 3
months, versus only 1-2 months in the past. Intelligent models, which carries
40-45% gross margin, accounted for 50% of total new orders. The ratio is
expected to further increase due to the trend of unmanned mining operation.

B Combined coal mining equipment (CCMU). Backlog amounted to
RMB1.5bn, with another contract of RMB300mn to be signed. This is
equivalent to six-month backlog, offering good visibility in 1H22E.

B Mining truck. SANYI delivered ~1,900 units of wide-body truck in 2021. In
Dec, SANYI signed agreement with clients in Inner Mongolia to deliver 1,710
units of wide-body trucks this year (ASP: RMBO0.95-1.1mn). SANY!I targets to
achieve sales of 800-1,000 units of electric wide-body truck this year, and to
take the electric ratio to >50% in three to five years. Gross margin is expected
to expand upon the launch of 2nd generation model.

B Logistic equipment. For large-size port machinery, demand is strong due to
the recovery in the overseas. Backlog amounted to RMB1.8bn (including
RMB1bn in overseas). For small-size machinery, backlog amounted to
RMB600mn (including RMB200mn in overseas). The growth is driven by
reach stacker, heavy forklift and electric tractor.

B Robotic. Among the three product lines, automated guided vehicles (AGV)
and electric forklift are expected to grow faster than the system integration.
For internal sales, SANYI already helped SANY Group complete the upgrade
of 27 smart factories (out of a total of 46). For external sales, SANYI recently
won contracts from CRRC to deliver AGVs. SANYI has just established a
distribution network which will help speed up the external sales volume.
Current backlog amounted to RMB700-800mn, and potential contract
(RMB900mn) is in the discussion stage.

Earnings Summary

(YE 31 Dec) FY19A FY20A FY21E FY22E FY23E
Revenue (RMB mn) 5,656 7,364 10,569 14,668 17,505

YoY growth (%) 28.1 30.2 435 38.8 19.3
Net income (RMB mn) 920 1,045 1,276 1,659 1,965
EPS (RMB) 0.30 0.34 0.41 0.53 0.63

YoY growth (%) 51.3 12.5 21.4 30.0 18.5
Consensus EPS (RMB) N/A N/A 0.42 0.51 0.62
EV/EBITDA (x) 14.1 12.4 10.3 8.1 7.0
P/E (x) 23.5 20.0 15.8 12.1 10.2
P/B (X) 3.0 2.7 2.3 2.0 1.8
Yield (%) 1.6 2.0 25 3.3 3.9
ROE (%) 13.6 14.0 154 17.9 18.7
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIS estimates
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Figure 1. Change in key assumptions

Old New
2021E 2022E 2021E 2022E 2023E 2021E
(RMB mn)
Revenue
Road header 1,703 1,912 2,047 2,050 2,522 2,676 20.4% 32.0% 30.7%
Combined coal mining units (CCMU) 2,214 2,635 3,030 1,771 2,922 3,361 -20.0% 10.9% 10.9%
Small-size port machinery 2,376 2,804 3,280 2,376 2,970 3,475 0.0% 5.9% 5.9%
Large-size port machinery 864 1,339 1,741 864 1,339 1,661 0.0% 0.0% -4.6%
Mining trucks 1,460 2,069 2,816 1,773 2,700 3,704 21.4% 30.5% 31.5%
After sales service 609 646 684 655 918 1,009 7.6% 42.1% 47.5%
Robot 1,080 1,296 1,620 1,080 1,296 1,620 0.0% 0.0% 0.0%
Total 10,306 12,699 15,219 10,569 14,668 17,505 2.6% 15.5% 15.0%
Change (ppt)
Blended gross margin 24.9% 26.3% 25.9% 24.3% 25.6% 25.1% (0.6) 0.7) (0.8)
Change (ppt)

S&D expense ratio 5.7% 5.5% 5.3% 5.8% 5.8% 5.8% 0.1 0.3 0.5
Admin expense ratio 9.8% 9.4% 9.3% 9.9% 9.9% 9.6% 0.1 0.5 0.3
Net profit 1,331 1,633 1,957 1,276 1,659 1,965 -4.1% 1.6% 0.4%
Source: Company data, CMBIS estimates
Figure 2: SANYI's PE band Figure 3: 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
for new products; (3) increase in raw material cost and freight rate.
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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 1,487 1,964 2,329
- Mining equipment 3,423 4,846 6,118 8,879 10,548 Finance cost 85 132 112 112 112
- Logistics equipment 2,233 2,518 3,371 4,493 5,337 Interest income -58 -36 -54 -56 -57
Total revenue 5,656 7,364 10,569 14,668 17,505 Share of profit or loss of associates 0 0 0 0 0
Cost of sales -3,987 -5,403 -7,999 -10,917 -13,108 Depreciation and amortization 249 249 293 328 349
Gross profit 1,669 1,961 2,570 3,751 4,397 Income tax paid -100 -139 -178 -255 -303
Other income 342 237 528 469 560 Change in working capital -22 237 -522 -916  -1,148
Other gains and losses 121 257 137 147 175 Others -424 -563 0 0 0
S&D expenses -388 -430 -613 -851 -1,015 Cash flow from operation 801 1,070 1,137 1,177 1,282
Administrative expenses -643 -707 -1,046 -1,452 -1,681 Net capex on PP&E -216 -401 -500 -500 -300
Other expenses -4 -31 -32 -44 -53 Interest received 58 36 54 56 57
EBIT 1,097 1,286 1,545 2,021 2,384 Others -2,153 -282 0 0 0
Net finance income/(cost) -27 -96 -58 -57 -55 Cash flow from investing -2,311 -647 -446 -444 -243
Finance income 58 36 54 56 57  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 -510 -664
Pretax profit 1,070 1,190 1,487 1,964 2,329 Interest paid -85 -132 -112 -112 -112
Income tax -148 -139 -178 -255 -303 Others 15 -9 0 0 0
After tax profit 922 1,052 1,308 1,709 2,026 Cash flow from financing 1,527 -602 -520 -623 -776
MI -2 -6 -33 -50 -61
Net profit 920 1,045 1,276 1,659 1,965 Change in cash 17 -179 171 111 263
Cash at beginning of the year 1,070 1,103 941 1,112 1,223
D&A 249 249 293 328 349 Exchange gains/(losses) and others 16 17 0 0 0
EBITDA 1,346 1,535 1,838 2,348 2,733 Cash at the end of the year 1,103 941 1,112 1,223 1,486
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% 58% 61% 60%
Prepaid land lease payments 1,027 1,140 1,114 1,088 1,062 - Logistics equipment 39% 34% 32% 31% 30%
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% 24% 26% 25%
Deferred tax assets 348 296 296 296 296  EBITDA margin 24% 21% 17% 16% 16%
Current assets 10,338 12,016 13,937 16,293 18,296  EBIT margin 19% 17% 15% 14% 14%
Prepayment 615 359 359 359 359  Net profit margin 16% 14% 12% 12% 12%
Inventories 1,438 1,821 2,650 3,332 3,995 Growth (%)
Trade receivables 2,634 3,288 4,125 5,439 6,359 Revenue 28% 30% 44% 39% 19%
Bills receivables 424 595 679 928 1,086  Gross profit 29% 17% 31% 46% 17%
Financial assets 3,276 4,024 4,024 4,024 4,024 EBITDA 43% 14% 20% 28% 16%
Others 844 988 988 988 988 EBIT 52% 17% 20% 31% 18%
Pledged deposits/Time deposits 2 0 0 0 0  Net profit 53% 14% 22% 30% 18%
Cash 1,103 941 1,112 1,223 1,486 Balance sheet ratios
Current liabilities 6,421 7,938 9,166 10,496 11,088  Cyrrent ratio (x) 1.6 1.5 1.5 1.6 1.7
Trade and bills payables 1,832 2,893 4,120 5,450 6,042 Receivable turnover days 154 147 128 119 123
Other payables and accruals 1,535 1,917 1,917 1,917 1,917  Inventory turnover days 136 110 102 100 102
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% 15% 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 0.408 0.530 0.628
Government grants 1,195 1,105 1,105 1,105 1,105 BVPS (RMB) 2.30 2.52 2.78 3.15 3.57
Total equity 7,146 7,859 8,759 9,958 11,320 DPS (RMB) 0.11 0.131 0.163 0.212 0.251
Shareholders' equity 7,132 7,839 8,707 9,855 11,157
MI 14 20 53 102 163

Note: The calculation of net cash includes financial assets. Source: Company data, CMBIS estimates
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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
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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.
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This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as
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