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China Overseas

Natalie Wu: Pinduoduo (PDD US): A clean beat driven by resilient GMV
recovery amid conservative linear extrapolation expectation post last quarter—
Maintain OP

1Q23 review: Total rev beat by 16.5%, adj. NP rose 141%YoY and beat by 68.8%;
online marketing services and others rev grew robust, +49.7%YoY, beating street
expectation. Worth noting: 1) OMS should be even higher than 50%yoy growth as
reported due to a slower growth for merchandise sales; 2) GPM weighed due to
TEMU related fulfillment cost, while still managed a YoY upward trend thanks to
domestic platform scale economy.

Transaction commission revenue + 86%YoY to Rmb10.4bn, outpacing domestic
platform GMV growth thanks to TEMU contribution and Maicai take rate raise. We
expect the high double digit growth to continue throughout the whole year, before
decelerating into 28%YoY in 24E when base effect kicks in.

OMS formulates a concrete and solid beat, reaccelerates from last quarter’s
38%YoY (which led to a plunge back then), to 50%YoY to Rmb27.2bn, behind which
we estimate the major driver being GMV growth, and take rate enjoys some YoY
comp benefit as it rose sharply since 2Q last year. Also, the market expectation on
PDD falls into the linear extrapolation for take rate development. The expectation
also constitutes a good part of this time’s beat as well, as we mentioned last time
in our 4Q22 review note.

Domestic EC platform OPM holds well despite an increased S&M spending. We
estimate the platform OPM to be 1.5% in 1Q23, despite lowered from 2% in
2Q22~4Q22, still a clear YoY improvement compared with 1.1% in 1Q22. With
abundant bullet to be reserved with a fast growing high-margin revenue line, we
expect PDD’s domestic EC margin to be quite safely held around 2% in 2023E, and
a $10bn profit as intact.

Valuation and recommendation: Maintain OP rating and top-pick unchanged, TP
also unchanged at $104, based on 15x domestic EC platform 23E profit. No
valuation contribution from Macai or TEMU due to conservative consideration.

Risks: Sino-US relationship becoming intensified.

Natalie Wu: Meituan (3690 HK): Riding with offline recovery, in-store actively
fighting back with margin pressure less than feared—Maintain OP

1Q23 numbers beat: revenue beat by 2.0% and adj. Net profit beat consensus with
a wide margin by 182%; Core rev and OP both beat guidance; New initiatives
further narrowed its quarterly loss. Specifically, In-store GTV and revenue growths
of accelerated month by month during 1Q, which is stronger than its peer.

In-store saw robust growth in 1Q under competition, with long term growth and
margin target unchanged. Both GTV and revenue growth have been growing
steadily for in-store, where total GTV grew at +52%YoY, and March GTV +102%YoY,
riding on offline merchants back to be in business operation and offline activities
rebound swiftly post Covid control. Going into 2Q, April and May has maintained
the solid growth, and especially with hotel business, both room nights and ADR
achieved record high during Labour Day holiday, reflecting satisfying momentum
and resilience of the business even under competition from Douyin. With margin,
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which is the most concerned issue from market, company claimed they have been
actively fighting back the challenge from Douyin, under measures including
granting user subsidies, lowering criteria for ads products, i.e. Shang Hutong, etc.
However, since these moves were conducted by 1Q end, 1Q in-store margin
maintained at high level, of 48%. Considering more investments would be made in
the upcoming 2Q and 3Q, in-store margin may experience some cut for the two
quarters, but long term growth and margin target remain unchanged. We are now
modeling 30%/33% OPM for 2Q/23E, respectively.

Food delivery leading position intact: generated decent recovery during in Q1, that
rev increased by 22%YoY that both active merchants and users grow rapidly and
delivery order grew 20%YoY in March. Per mgmt., the order rebounding trend
persist into Q2 with 35%YoY growth for order volume in April and May. Supply-
side, SME started to rebound in April, following the rally from high quality and
chain merchants since year-beginning. We expect 29.5%YoY increase in order
volume and a similar trend for FD revenue, considering the offset between high
proportion of low-AOV merchants and improving ads take rate. Mgmt. will increase
subsidies facing fierce competition. However, backed by high-profitable ads
increase and declining rider cost, Meituan is still able to maintain a flat YoY
OP/order in Q2, per our estimation.

Other businesses on track: 1) Insta-shopping maintained strong order growth in
1Q, and UE close to breakeven, with all non-food categories including pharmacy,
flower, supermarket all achieve solid order growth. 2) New initiatives further
narrowed loss to Rmb5bn, in which Meituan Select loss at Rmb4.5bn.

Valuation & recommendation: Although pressure may continue in mid to long term
amid Douyin competition, while share price has plunged a lot and recent
momentum has erased some concern over competition this year. We maintain OP
and with TP at HKD205 unchanged - Food delivery HKD120 (20x 25E OP, on Rmb1.2
UE), in-store HKD60 (15x 25E OP, on 35% OPM), insta-shopping HKD25 (20x PE on
Rmb2 normalized UE), implying 63% upside to current price.

Risks: competition becomes more severe.

Natalie Wu: Weibo (WB US): Profitability intact; to reward investor via
dividend onwards—Maintain OP & Cut TP by 2%

1Q23 review: Total rev, down 15%YoY\8%QoQ to USS413.8mn, in line with
consensus with online ads revenue basically in line. Non-GAAP NP (a margin of
27%, flat YoY), beat BBG consensus by 8% (margin: 2ppt higher than consensus).
MAU peaked at 593mn, despite a narrowed S&M expense, primarily thanks to the
rally of entertainment contents during Q1.

Valuation & recommendation: We continue to value WB with 10x 23E PE based on
N-GAAP OP of USS627mn, deriving a TP of US$26.5, down 2% from previous
valuation due to a lower topline forecast. We reiterate our rating of OP for WB,
despite a slower-than-expected recovery pace. We like WB’s unique position in
social media sector and mgmt.’s outstanding expense management ability amid
tough times. Mgmt announced an US$0.85/shr special cash dividend this quarter,
corresponding to 5.3% div yield. Together with the share repurchased during 2022
(USS57.7mn), mgmt. has returned USS257mn to shareholder, 6.8% of current mkt
cap. They also hinted to normalize the dividend payout in the future to reward
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shareholders. We expect this can attract investors who prefer stable cash inflows
going forward.

Risks: Macro recovery slower than expectation.

Natalie Wu: NetEase (NTES US): Solid Q1 on Robust Mobile Game
Performance—Maintain OP & Raise TP by 3%

1Q23 NP beat by a wide margin: revenue beat by 1% (Rmb25.0bn, +6% YoY/-1%
QoQ) on strong mobile games; GPM beat by 4 ppts (59.5%, +5ppts YoY/+7ppts
QoQ), thanks to higher-than-expected low margin Blizzard titles contribution and
music margin improvement from reduced revenue sharing ratio. Accordingly,
Adj.NI beat by a wide margin of 33% (Rmb7.6bn, with 30.2% margin, +8ppts
YoY/+11ppts QoQ), with Adj. NPM beat by 7 ppts.

Valuation & recommendation: Our new TP for NTES stands at $96 per ADS (S62bn
based on 16x FY23 core business EPS of $6.0, without assigning any value to
Youdao, Music, Yanxuan or cash), up slightly from previous TP of $93 based on
SOTP. We maintain OP rating on this name.

Risks: game performance fails expectation; sector-wise regulation risks.

Natalie Wu: Zhihu Inc. (ZH US): Achieved positive operating cash flow first time
since listing—Maintain OP & Cut TP by 5%

1Q23 beat with OCF turning positive: Total revenue reaccelerated to 34% YoY to
Rmb994.2mn,beat consensus by 4%. Adj. operating loss continued to improve by
Rmb16.4mn QoQ to Rmb157mn, beat the Street’s expectation of Rmb365mn.
Operating cash flow turned positive to Rmb59.9mn, marking the first positive OCF
quarter since Zhihu listing. MAU increased YoY\ QoQ to 102.4mn, with over 110mn
in March

Valuation & recommendation: We continue to apply a 2x 23E PSR for Zhihu, slightly
cut our 23E topline forecast to 4.6bn, deriving a TP of US$2.1, indicating an OP
rating.

Risks: weak macro and fierce competition.

Natalie Wu: Weekly Market Watch #55: fundamentals still matter despite weak
ADR sentiment

Kweb/ Nasdag/ HSTECH/ HSI/ S&P 500/ Dow Jones/ CSI 300/ SSEC closed at -
2.0%/2.5%/-3.4%/-3.6%/0.3%/-1.0%/-2.4%/-2.2% last week. Year-to-date, Kweb/
Nasdaqg/ HSTECH/ HSI/ S&P 500/ Dow Jones/CSI 300/ SSEC rose by -14%/ 24%/ -
11%/ -5%/ 10%/ 0%/ -1%/ 4%, respectively.

Despite a wide divergence between KWEB and NASDAQ performance, at lease last
week has well demonstrated that fundamental still matters despite weakness for
ADR sentiment, share prices almost moved towards the similar direction for those
results release that can change full year forecasts, see NTES, PDD for the positive
examples and BZ, WB for the contrary. We expect momentum for PDD to last for a
while, at least towards mid-August, if not November, that could shadow the
sentiment for other big EC players however, with the pairing acts and market share
speculations. While for BZ and WB, we want to emphasize that they are also
recovering, but with a pace affected by macro factors, but as long as no
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competition evolved, the recovery will naturally lead to a solid number that
originally expected, so buy-into-dip may be a good choice at current stage.

Anson Tong: NVIDIA Corporation (NVDA US): A Strong Beat on Datacenter—
Maintain OP & Raise TP by 45%

Raise TP to USS515: We have been more positive than the street on Nvidia’s
datacenter demand and expected a guidance beat in our earnings preview note
(Link). Nevertheless, Nvidia’s revenue outlook beat our (much higher than street)
forecasts, thanks to robust datacenter demand. Meanwhile, gaming also had a
strong quarter, thanks to the RTX 40 series and a better than feared inventory
correction progress. As such, we believe Nvidia is poised to achieve higher growth,
underpinned by datacenter and gaming demand, and raise our earnings estimate
by 24%/31% for FY24/25E. Accordingly, we raise TP to US$515, based on 50x FY25E
PE, which is one s.d. above the historical average to reflect the vast unique growth
opportunity for Nvidia’s GPU offerings.

Results & Guidance Strong Beat on datacenter: FY1Q24 revenue of USD7.2bn
(+18% QoQ/-14% YoY) beat consensus/HTle by 11%/11%, driven by robust
datacenter demand, as well as gaming/professional visualization business recovery
from inventory correction. Meanwhile, GM of 66.8% (+1.2pp QoQ/+0pp YoY)
improved on better product mix, leading to EPS of USS$1.09 (+26% QoQ/ -21% YoY),
which is higher than consensus/HTle by 19%/22%. Looking ahead, Nvidia guides
FY2Q revenue to reach US$11.0bn, a record high, mainly driven by datacenter,
thanks to Al demand.

Datacenter (A/H100) continues robust growth: In our view, CoWoS volume is still
the best tracker for A100/H100 volume, as CoWoS capacity remain tight
throughout 2023-24. After the order increment described in our previous note, our
recent check suggests Nvidia has another round of small order addition. Based on
the CoWoS volume and our proprietary model, Nvidia’s datacenter revenue could
reach USD29.9bn in FY24, 41% higher than the street’s upwardly revised
consensus. After factoring in the stronger than expected Al demand, we raise our
2025E global GPU TAM forecast to USD35.4bn.

Gaming business better than feared: Gaming business recorded a strong quarter,
thanks to RTX 40 series launched in 4Q22 and an improved inventory level. While
Nvidia plans to launch more mid to low end RTX 40 series products during 2Q23-
3Q23, we expect the new gaming products to kickstart a replacement cycle,
leading to HoH growth in FY2H24. As such, we expect gaming revenue of
USS11.0bn in FY2024, +22% YoY, off a low base.

Risks: 1) Worse than expected demand; 2) supply constrain; 3) peer competition

Anson Tong: Lenovo Group (992 HK): PC Bottoming, ISG/SSG Lead the
Growth—Maintain OP & Cut TP by 4%

Maintain Outperform with TP of HKS8.6: Despite lingering PC demand softness,
mgmt. is confident that channel inventory correction will end in Jun-quarter,
followed by a moderate YoY growth in 2H23. Meanwhile, we remain positive on
ISG’s share gain in Al server, as well as benefits from the “China digital plan”.
Coupled with SSG’s resilient growth, we expect Lenovo’s non-PC revenue mix to
gradually rise. After factoring in FY4Q23 results, we trim our FY24E earnings
estimates by -22%, due to near-term PC demand softness. Having said that, we
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remain positive on ISG/SSG’s growth trajectory and lift our FY24E PE to 9.5x, as we
expect PC business grow after mid-2023, leading to TP of HKS8.6. We transfer
coverage from Shelly Chou to Anson Tong.

FY4Q23 results missed on one-off cost: Revenue of USS12.6bn (-24% YoY, -17%
QoQ), impacted by PC weakness and unfavorable FX, was in line with consensus,
with IDG/ISG/SSG sales YoY of -33%/+56%/+18% and OPM of 6.7%/0.3%/19.7%
respectively. Meanwhile, OPM was 2.3% (-1.2ppt YoY/-2.6ppt QoQ), as Lenovo
intensifies R&D investment. Couple with a one-off restructuring cost of US$249mn,
net profit of USS114mn was lower than consensus/HTle by 42%/64%. Notably,
non-HKFRS net profit, excluding the one-off cost, beats consensus by 26%.

IDG back to YoY growth in 2H23: While 2Q23 PC shipment is still under pressure
due to inventory correction, mgmt. expects PC channel inventory digestion to end
in mid-year, underpinned by a higher activation vs shipment number. In 2H23,
Lenovo expects shipment to trend more consistently with activation rate, leading
to a YoY growth in 2H23. As such, we expect a mild PC revenue growth of 1% YoY in
2H23 vs 2H22, followed by 8% YoY revenue growth in 2024, driven by the
replacement cycle for PC that shipped in 2021. Overall, we expect IDG revenue to
see YoY of -8%/+4% in FY24/25E.

Higher non-PC revenue mix driven by ISG/SSG: Non-PC revenue mix rose to 43%,
+12 ppt YoY in FY4Q24, thanks to ISG and SSG’s combine growth of 37% YoY during
the quarter. Looking ahead, we expect the two business to see continuous growth,
driven by Al server share gain and rising as-a-Service adoption respectively.
Meanwhile, SSG’s higher margin will be the key driver for Lenovo’s profitability.
Overall, we expect ISG/SSG FY2024 revenue to grow 18%/21% YoY respectively.
Risks: 1) weaker than expected PC and smartphone demand; 2) slower than
expected margin expansion.
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B

23— ES6 BAM AL, SPLR T a|mAA, MLALMNK ESE, 23 ES6
G THERERXGEREAR R, FMA 5 A E 1 FPLE EF 2 976 800
MGk, REf, EEH R LAFOA%E, 3T 55mm, EERAT
30mm, JEACA BEAFE|EARGMAL, b T RA S EMA R AT, BRI
3mm, ATHESRER 18RI 14mm, EHERI TR RF 75mm, AT /E HE KR 1A
AT 1272mm, EHARS T 18] 1538 R AR ARK. E&4HT = By,
RARIK 668L, J5 HEEA XM E R R EARIL 14301, ML E, A7 ES6 L% A
WO ARSI E, RIT AR ERE.

—REIEF & 3h HRFT, it 7 A £ 150kWh @ T 3R AESE T 2 440,
A3 ES6 AFBLIL W LTI BRAT 150kW & B2 WAL, J& 210kW KAEEWAL, B & 25k
KR B BRAE X T VAR AR F 457 04 7 B4R ES, K% 360 TR, fAK4L4E 700
oK, BRIk A—RE 4.7 HIRIE 45 A, A3 ES6 EIEK T Bk g AF
B R R RIS B ICC AR S A B R R4z %] # % CDC, #A 50: 50 & &
WG, P& 9O EAEX, BERRERE R, AdbBAMET
&, Bk 150 E e itF T 7 AdEd, 453K 150 B B 69 23 ES6 47
A 538 930 AN E CLTC &M 242, BREM Lt e Zdn, E4MEFTE, F =K
b L EIA A Hkw, FRIATSFHEHIE 1000 ik b, K& RiTE
2300 B, TVAZ &4 E KI5 — ZLKIRT A2 gk g,
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B+ B E S K, B F R KM@ S4TEM. %7 ES6 BB ATk A Hrel
H, BT IIFANEXRIEELEZE, 20 AT, BFRWGTHELM, B
APiE MR RA., FHERELAEATE —H, WA 510mm ABRKALE, IRLEX
SOEHE, TEI23B1SCEANRFHAT. EFRATE, £ ES6 FRE
33/AMERES, A 1016Tops 4155 71, 58 NOP+IE SRARALEHBY T £k, T VA
MBS MR KB, BE2AFEHERN G T TR, IEFEISS K4
AiE e gy, T AITE R E S “Bk” R, WINER MRS
B, FHEFTIEH A% NOMI FEFT3E 5 aeiB S FRBEIA 58, FFTLE N-
Box 3¥IR4E R IM, XIS A AR KAWE, WiZE% 201 E+ KFE.
M3 Beam & i ih, KA BP XATH 2AS AR R4 . 237 ES6 £ ) A 4.
AT By K RAL. BAATIEMS S BT T AR AR, FaeRERK
t@4R I, AEMNLIREFKE 38.6 7 LHEIKE 36.8 7L, EMIEERTIHRE#H
o STHRIEA L7, 8G9, FIR M7 FRIMLESe, 423 ES6 E3h A L.
BB, NIMGRIT. BERESF BAARRME. RINAA, BE
AR BF R GG iR YT IR A 150 AR TR, BRERAKRES “T
Fo. TR THR RBEEFLEY K, A% ES6 1A T4 FE R A8 ) Bk
BRI Ss% T HW R, A E R B4 T

R

AR FATE, BAANHLSD, HRARBRGETATI, A7LF
G,

Bin Yang: 4 A& R L EHE LK 126%, k48 23Q2 FF4&3EAF)E LA
&

FA GG 7 bk T e A A R RIILREE A, KALZ AR, BE. #Y%
FRHEALTH RS, 5 A 19 B B RERHAT 1-4 A4 /) T kizft
3B, 1-4 AR R EN 14.2GW, [ bigk 48%, R wF)F | iT 4L 866
JNBE, BRI K 79 NEE, 4 Ay A RT3 3.8GW, R kI K 126%, 3 A
Fa 4 ikt 2 AN A R b3 AT 100%, 45 R30 4098 R BTIRER A2t 2023
NG E AL T5GW, R HLIE K 100%49 0.5, AR it A0 K ER5AUH) 60GW
M EAG TS, A HIURAE, KA R B I 48H30, 4 AT KA
A b Bit = fE AT 180GW, HEFZ T AL B TR LA, K KIpRALA L TR
23 b W EAME, EkIHELSA L 23 FH S, ERETHENE Q2 & 10-
15 ek, FRILEVIEK 59%, R et FoLiTEHEE] T FK.

BRITE AT AT AN, Y, A Q2 Fakinik ik oK, 2302 k3BH
A ESNEAEITE R, KA&F LS5 AMABSEARMNETER 1.656W 5 L
AT R A WON 3 AL TR IT K JE B At 7.43 ALRRTLIT ¥, 2022 £ EAESNT Y
At 40 ek, BONEE D LAALE )N, &4 SIF. EEW. SNG. Bladt
Industries A/S 5, TRT SIF ¥ A Lk, ARIE SIFIE, ERHLILF L
PR 100%FAE T HWE, 457584 A 575 4R, &R FIEE T A 2000 v
B, BEBAELE 115 Feb kA, BN 9 B4t 2030 4 & it KA 130GW
89 B A%, 2022 SR R EAUA 30GW, 2022-2023 #7389 i E R W E
AL 100GW, #1R4E GWEC 38, “+AA” AN, M ERNEFFHENG L
17GW, {Bi&# GW &g FAEM 24 15 Fvk, 5%V F % 255 Heb, ALk
0 E K, PEEGHELSILAE LIk FARMN TG,
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BUMNAEE S S A S, TLFEFRHRAIE, &AL RBR;A. &
BRI VB TATEI, AH R TARY ] B wRAE LN LTERE AT
Bk 220KV iHLE. EYTE AFH 4.6 1T, HARAE GW WMES A 6.57 12T
J/GW, 2022 4L E 1 5. BReZBEMSE . Bafh1FEENG
( =H#A) 220kV VL &EHLLR B 69-F 4 MIEE A 5.8 1CL/GW, HHLE)HLiE % &,
MR AR R I, BINER T @, 2023 FA EAKIESA LiBINMNTER
Wy, W ARMMIE T AR @) 66kV IBLLE @, W4F 230kV F/EE AR E M
4, FF4% Baltica 2 & LR # 275kV & /& RENF S, RitiT2481d 6012
. HFRYIE 2301 £ FEFE Inch Cape LR ®AE (1.08GW ) i 4L
W AL, 5 A4 P ARST & Baltica 2 i L XUH 66kV 55, HLA L
“RQ AR Amik dEHE.

FHHA T R AT, BRI T RATE] 23Q1 FF 46 50T, KA L4545
A AT TR, FUESLIART, &F KD 23Q1 283X 117.4%, H
F Ay )aEE ik ik 120.8%, |- K4FHHAEE3E1% 247.5%, R4 A, KA
— M Q4 R B AT S, BB FUIHEAE A L 04 F SRS B R
BAMF T &, AN T T E G4, 5 A WRsUn. RARIL T mAs4r
F5 5 T 9.93%A 4.91%, *TEA|FHRAFRERKE, B FH4.
MRS 248, KAMHRE, RitEAFKR Q3 FHAFRKE, Ql
RAEGRIEZATG EE, EAETATB A 10% A5, A Q2 F4eI5# AT AT
KEME, KAk o KA & 815 BT A RAE K, A mARYE&AT6Y
I, Mtk AE, HERMGHN 2 BIT 48, TAEE ML 1700
7L/KW-1800 7T/KW K3, # ERAEIBE 0 TR 2] 3375 /KW, KA
ERBFE, 2 Ql BN R TRk, ARG SLIA B

&, 23 45T E 04 23Q1 AR 2202-Q4 FAFEYITH, & K B AT
s, 122 FRIATHMIRARLTH. KXATERE, T 22 FHEN
R IBAF 2 AL 100GW, T ENBILA 37.63GW, 23 SFEILE3E R 77 49,
KR RAU b AT E I EIEE K, RAVE TR LA ZAMY, 455 2t
AN Q3 FE, BREREEA RIS RABENCE Z, HESHRIATH.
Btk HATRUW b s RN HE R, BRIHET IR KR A, AR
M. kBT, SR b B IEEE K B, IR AN ER
PIE, BRNMBAREHFEEIRT, 2T 8T8 %53 +B0 b o B RE
3. R R % B TR ENGIE B R O heik 5k 0GRS MR, Fik L T4
P b b k2, BT A B S b, ARARIEF 4L ) R R —IRMEAR E R
2 84 3K 3R Ak

FFEB FkERFETH [LREA) . [HEELH). [FESR
HY; kEEGAS) [RF7wg] . [FPAAFKY . [FEAR]; BHA
FRIREELY . [HERR] 5.

R HE AT RRATL, EAKATAL.

Bin Yang: i E FRe#7 & F&ESG VL& E47: #FALBRENKIHE, 1
BERRETHS

FILE

FAR: 23 AN E R 15 E 500GW, Kk A FEHA LRI 20-30%6938
i
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Kl ) 2025 P B #7738 K & R AL 5] 95GW, 23-25CAGR 4 12.5%, 4%k

Fr 3L FAH 156GW, 23-25CAGR 4 14%

RARA: RREMMFARKE %4 TiF, 3| 2025 FF B RARAA R LA 4L 3|

5000 127

L

thAe&AZY,: fhfE R ERENF B, RIEMEAERA. BERXOMERE,

BB E YR ARE, B wnik b

AR L RAT RS T 84T B A AL AN TATIR ), = kdkde BIRE,
B B A HF— R LA IR 6 Bk

R &e M KIEMNLIRE 23Q2-Q4 FE B T Ak Kiats 2, 45 /E&R%

FAFRIT T3 R ABAATH

Y

RAZER: RAZE R IRR SR AT 8%, RAHK LML

Kb BRI 20%, ) A EMASHEN TRdE, KbadlbBHLE S

B

FRE R WAANEARIZDR, FKE LR EHE, RAEKLEHE
“tFH”

WA RA: RRAMEZI, LEALHE

ESG %

¥ B ESG: FFAELE ik, CCER & BHTATHI L

RRM ESG: BRERLBR RALHT o, K> FARUtE—F bk

a1 3% 55 TR, 2. RATHSBE I 8o A EF, AT 3245

AT,

YaliLuo: Fiftkit (FF &) (ZTOUS): mATHEMLF, T EERHA, BOFE
S Ht—FHR—BRFATKF; LiFB AN 7%

23Q1 &) EILE LN 89.8 1270/+13.7%, AR )E A A4)1E 19.2 1071/+82.1%,
I IR 1.8 AN E 455 E 23.4% .

B AT 5 Z S BATTRH 2023 FAFF S 280458 B g Kk
33.1% % 90.88 127L. HAMIIAA 5] 69 K IR FTMMARIFARE, 4T3 20X
2023EPE &, 1FHAHEIRMAA 32.98 20 (R B #HHH 3091 £4, L
WBWI%) , fHF ARTFRFT” A,

R T ZENGFIERIKT I, TLERMsEELTk, NF LT
Wik RBFH, FARBAREFID EREK, AN RAKERIT.

Amber Zhou: SB Inflow HK$6.6bn, TENCENT +HKS$2.2bn; NB Outflow
Rmb17.9bn, Materials —=Rmb4.3bn

* Over the past week, capital inflows to the Hong Kong market fell to HKS$6.6bn,
and outflows from the Shanghai and Shenzhen markets accelerated to Rmb17.9bn.
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¢ Southbound: Capital flowed into the Communication Services and Energy sectors

and flowed out of the ETF sector. TENCENT(700 HK) and CHINA MOBILE(941 HK)
topped net buying, while TRACKER FUND(2800 HK) topped net selling.

e Northbound: Through the Shanghai Connect, capital flowed into the Utilities

sector and flowed out of the Financials, Materials, and Consumer Discretionary
sectors. Through the Shenzhen Connect, capital flowed into the Communication
Services sector and flowed out of the Materials, Consumer Staples, Information
Technology, and Financials sectors. HITHINK ROYALF(300033 CH) topped net
buying, while LONGI GREEN EN(601012 CH), WULIANGYE YIBI(000858 CH), and
CHINA MERCH BK(600036 CH) topped net selling.

Ting Sun: &M (FUTU US): 2023 F—FR 5% THETHLSERAAEA
RN, —FENKARKEEK —EHFLTRT

S BIEME 2023 F—FE I Ak BRN 25 1T T, B E+52%; RS 4 F)
9 12.68 124 7T, F)+104%; EPADS 8.54 #70, ROE 5.54%. »~&) —ZFZ k4%
K@ It £ 2 R IRAN 2 F AR I BARAT B AR AL 5T Ak 5584 F1) GG Ao
FTE,

FANMEH 3] 2023E/24E/25E 52 )4 AR 4 36/46/54 1LH T, Flb
+24%/+26%/+18%, *t L EPADS 5% 28.5/37.6/44.5 # 7T, 1 7T bbosa) f&
fE k3 AT/E1E, 4T/ 5] 18x 2023E PE, T A& B A4 4 66.15 £ (4
F) . ®HF RTRT” PR,

WeFR T o8] ) P 335 T 48 A TRH . 2K P2 @k AILsE R VT Ae 47 #1147
W Z . 5] P RRALAEE ik A

China A-share

Yugen Xun: T &6 R et A2

(1) BB T HRAEFE OB ERZFLFAAEE. ARL, ZENF K
kS ek,

(2) ¥ L& —k ik, B = eb ] 219k865 0.5-0.7, e, XRTIF
A A Fo PR 300 A LR B E,

(B) G AMEBR I, BHTHEERAN. XERFEFTEARTDE
WA AR, i FRE. 54 FFRF

Yugen Xun: %
fEAEBARSTE, IR SR EA & K.
%ﬁﬁ}]ﬁ;?jﬁ %’J AHTY, HETHEMBEITHELES,

S BAREARE . s,

BeE IR rm T

E IR A0 ST LE, AT B R T2 R,
HF42 I E ) 4k,

Amr @, KERARZLERFEHA.
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Zhonghua Liang: A TEH B ——LHR KX LK F AR (5/19-5/26)

LB R BRI SR SR B, AUARA. EfrAR AT, EEBLZFSEER
Rk, BIRGER H4%, BIRMBEBALSTE . KNG R P BT L BRAE T F 514
BTG, I ETAIE ZIRAGA, AN EUREE LIRS, E15F)
FERYLE EAT, sTEA . FLKSARES.
BAZFMARBETITES, BREFLSH, FIAROLE AR TIT. B4
W R AL T

Zhonghua Liang: F|EAE, FAKER ——4 A T bW AiEHIE 5T
o R B dE £ B B KA B rh, T AR A RASLS, LN
FoRBEBREZHE, W EREFHABIER T, IEAGRAL, B
NEREDAMBIAR, T—NERERBEDH, INE BB R0 L.

Barney Yao: AIGC #AXili%, OpenAl EBILIE Al K&

e

5A16 H, £EESZFEAAH “AlBE: ATFEANGITIER” , K
%} OpenAl 444 A Sam Altman /i #), ChatGPT Fetiit A &, X, Al T E 69 i i
M3 LT EB kst Al Z4tiik, FUERTZHTIESTF B TAL
% 46 St Fk AR K ARG KB Ao B 5,

B

Al FEARBEZXFKR, Altman ZB 5| B EHE, £9FiEL E, Altman &7
Al H AR ik B T BN 238 e R e Al A, T fext 7 kil & X A5
F, ik A Anik Al HARKE, FIIAB KT EAR AR A TG LT
WAt HEZ, o, ENEHEEFT @, Altman B3 E T —AmAKZ 698
BEHFE: 1) RE—NFQHIM, A5 LLM 8424, B BT A AR di4
R AATMENE) B TAE; 2) A AR E 5 —F 24k, s AR HitsT
WPAE; 3) FEAR I RAAER G BN Fe AR AT LR E . &RATIAH Altman
TR AR IZW R AR, RA R ZADERE Hk, THAK A HYZefibEik
R

Al £ ERSH AIH B, OpenAl RAGFH R &4, AviEsd, T
S 5 Al ARIRGY B 5 B A B A T 4R0, (252 Altman 383, B AT RA V%
A9 BE R T AE ) A AR R Al KARRL, (2R 2 ALATRA 25 R 2%, RPEMN
REFAVHIE, RRMEMT £Zw o 2 F A A EEEEAIEN B AFR

VL AR S TFRE . BRATIAA, Al AURE &ARIR 6B S A A b) 37
M, Bt R4 R RLEEREALZE K, FREIRF A Y Fsd) ERFA A
F AL E ARG L&, o), Altman i£483], OpenAl ATReF 2 &S5, &R
PAANERITHAARN, B ERXREAT Al 2%, [25AEBEEP REZ
JEREX L. HIAH Al A B IR W LAe FE A5 609 B, OpenAl &£
WEA VXS 2T R P T RAF LR, IR SN,

E3) Al FHARLIRAE, MmBREFRITT, X AR EG A ZTAFAR
PEAR—FE A FTIEF AR T, Altman 22 OpenAl k£ 3K/ T3 Al
BARGLFAA DR MR, RATRAL ChatGPT £ X H S HET T @ OE
BAFT MK, OpenAl /B 5 oEKIEAME, 4525 1B B, st
91, Altman A4 £ 5 1996 il it 694t AL ARG B2 LR RIEF TALE

12 mE R
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e, M ERZ T RMERERTRAMGELR, §EA Al $I 2N, vAH
REZSFTHE ML .

Wiy

AL ERESERBINH; BORRE S,

Weimin Yu: #EE# (002049 CH): L&itkigigk, MBI L AL —4%
FRTFKE; TH BN 17%

FE RREMAA 2022 FRA 23 F—FR, 22 FEAEIKT71.20 12T
(+33.28% ) ; Va&&4)iE 26.32 12T (+34.71%) ; 4% 63.80%
(+4.32PCT) . 22Q4 JX 21.84 /27T (+40.65% ) , JAHE4#)E 5.91 1274
(+19.08% ) , £A4)% 59.43% (+0.91PCT) ; 23Q1l ¥k 15.41 12T
(+14.87%) , VA#%4)iE 5.84 127 (+10.03%) , £A4)% 66.65%
(+2.76PCT) .

A E R F B R T, AN K @RI, =SSR, 22 FaE) 4
Fr R IS 47.25 1250 (+40.42% ) , 24 F 73.92% (-3.28PCT) ; %4
247 FON 20.80 12T (+24.99% ) , A% 46.49% (+15.32PCT) ; aafhL
BAFPN 2.87 17T (+6.12% ) , EA|Z 27.28% (+6.46PCT) . X X4

22 N3] 35 M Ak SN 64.83 1250 (+29.46% ) , E4)F 65.57%

(+3.54PCT) ; 3544 aN 637 12T (+90.35% ) , EAF 47.97%
(+20.19PCT) .

FEY B ML T K, FREAE SR, 2022 5F, R E LN 47.25 12T
(+40.40% ) , ##) lﬂ 24.93 1270 (+36.17% ) ; HHRE LI 17.12 1270
(+23.92%) , ##)i8 0.60 1270 (+3.04% ) ; FHRFEAPEAILEA 80%. %K
Bl 4] & WM ETHAZRLGSH 9FL H545E, 22 5 KIAL FPGA IR A 2 IL&
FEG, FAOHAEFPGA F A i A —F T E, EARA G T b irE T
BARIRBAG T A e fe ity m i ik,

R BNV AR, SMMBREREAE S, 22 FA 4 ERA 272124
(+11.56% ) , F %A 2.40 12T (+7.66% ) , W4 /A-354.28 7 (-
118.30% ) , T EZZ F| BN ANFIL N EIE I, FR %A 12.11 17T
(+91.52% ) , I B ZAFEAEANA L AL hah BOREIFRL B & % LR
B g f3ghn, 2023 F 4 A 25 B, NaE T HERELEE, I E 8.41
T, BN K E) 0.01%, B2 A 871.88 F L, WM EMNIEA T
N E) AR FFBAH IR R THRTR]. ZAVAA, ROEHZET A& 5
ARRBFERR LIS, R AT —FHEN ) R F e

& AFm. KAVFAE, AF) 2023 ~ 2025 SFHEAS A 92.94 467& 120.30 12
L. 151.65 1270(2023-24 4 & TR 40.97 127C. 50.65 1270); V3ER4A)7E 57
A 34.97 17T, 46.04127T. 57.75107T; EPS %4 4.12 ;L. 5.42 L. 6.80
7 (2023-24 BTN 6.75 7. 8.35 L) . HAMIAA B HE A A 45AF 471k
G Rk, KABERITH., AE TN EE, 4T3 2023 304 PE
33X, AFAL B AR 135.96 7L (& B 474 228.15 7L, 2022 SF3h 7 PE 45x, FFI&
AL T 162.96, -17%) , 4 “LFRT” iF4A.

NIRRT, BPBEIT L, kT 4.
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Weimin Yu: 9 FR/84) (300308 CH): Fi& X = mi€, AARHFLMMAL—
BFAAT KF; LA B AN 124%

EEg N

=4 PIRAAI R A 2022 FHFIRA 2023 S QL TRk, ~E) 2022 AF RN
96.42 127 (R H6+25.29%) , VA844]iE 12.24 1274 (R H+39.57% ) , 4=3F
)aEE 4 A 10.37 1270 (Fl1+42.54% ) , £4)% 29.31% ( [ 6+3.74PCT) .
Q4 FF YN 27.77 1270 (R H6+17.00% ) , Ja454)0E 3.71 12T (Rl
+17.23% ) , F=3f 385418 2.58 12T (R H+19.19% ) , 4% 32.76% (R
Pb+4.65PCT) . /8] 2023Q1 4N\ 18.37 127 (B b-12.04% ) , VAH-34]iH
2.50 12T (B te+14.95% ) , 4=3F)a#4A4)iE 2.33 124 (FH+18.58%) , &
F1 & 29.55% (FHL+3.27PCT) . Ql A A #EK—7 & T H LM T,
22 F—ZFZ £ % * 5% 200G =2 400G, 23 HF—FF3EHe T 800G #7 F 4k,
i R BA) R KMERI; F—F B E] EFHSRI TR RERE F R
%, 200G. 400G /= sutl A 1F At —F Ak,

= SLdE M6 G ik MARSR RS, BARAETRHA. L SIS, 2022 FHikk
AHEN 87.46 17T (FH+37.44%) , k4% L1k 90.71%, E4)% 30.75% ( [
P+2.78PCT) ; PAKIE KAZBRICN 6.66 12T (B H-25.71%) , L4 Bk
6.91%, EA|F 17.30% ( [l Fb+3.16PCT), #HRX 75, 2022 F3FMN 83.77
127 (R +44.99% ) , b5 5k 86.88%, £4)% 31.79% ( [ bb+1.15PCT) ;
A IEN 12.65 1270 (B H6-34.05% ) , b4 Gk 13.12%, £4)% 12.92% (F)
Fb+2.60PCT) .

L& BT By Fsr, AT RKIAZAEE . w3 F8hm K35 6. 3 7F 5 i)
R A By, 800G AuAlT A 7| 5 mF LI H 0, 1.6T KAEkA 800G A
AL T LR FHAFE MW, CPO (kb3 ) HARA= 3D HHRHEARAL
BB AR AR ST @, NG 22 FRGE T HENESR R, K
FRIE P8 AL 0 AT W Mo As An T G TR T 3t —F R E A3k, R AT E)
HAE L] CRRRERAR. REFFEP BT FI/E, BFT 2500045
AL TAE, BT RAAE ) &~ 5% 400G #= 800G 5 = 5u.

& ANFon). KAV AE) 23-25 F)a85F)E 14.82 147T. 19.99 120A= 24.96
10T, EPS 4 1.85 L. 2.50 /UH= 3.12 /L., AF 7T boN &) {618 vA B8] ATk %,
koA, F# NG 2 KAESAT LG 800G &M HiES 5, ©FE) 23 4
PE52x, */7 B AFM 96.20 T, 4E#H “4bF ATF” R4,

ReRT. REFPFERAE, THEERAE, SALTELSLETAETL.

Jingbo Zhao: #1£4H4) (300724 CH): TOPCon X &tki& K Z, PARLREF &
R HIT #2&iTH

E4F FARBAAS 2022 FFIRAR 2023 F—FIR. 2022 FFEILEIK 60.05
1270, ) H+18.98%; )34 4)1d 10.47 107T, [ +45.93%. 2023 4 Q1 I
BIK 19.31 107, Rl H+41.73%;)384 418 3.36 127, [ Hb+23.16%.

MB AN A, 2022 SFond) AR A 25.44%, [F)b+0.84pct; 54| F A
17.43%, [)b+3.29pct. 2023 5 Q1 28] £A|F 4 22.78%, [F)rb-4.35pct; 44
&k 17.42%, [F)H-2.57pct.

B AR R BRGEFSALIPIET A AT IT AR, BT Akl
giigRAak. A ZE 2023Q1 K, A& A A 87.84 1L, FlHb+111.43%, & F)
AR A 77.86 1250, FlH+132.08%.

iSIRE R
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% FHRBKA B/, TOPCon. HIT. 454k . FFARZEAIR S L 5E.

B AT B AR RATFRH N E) 2023/2024/2025 4 52 I )3 £ % 518

15.25/24.29/ 31.33 1274, *T L EPS 45|24 4.38/6.98/9.00 /TL/MK. H T b/

G {518, 4T/ 38) 2023 4 40 1% PE, B AFM A 175.20 T/, HGRBELT
“UFRT” A

KF&: TOPCon ¥ = RATAH. W KRR IRBAIAL. Tird RKEEKTR

BRI,

Jingbo Zhao: #7iL;% 7 (603338 CH): B AR AR T E, BN LEHEERH
T4 IR AN 2022 FEIRR 2023 F—FHR, (1) 2022 oG EILE
W 5451270, RIHIEK 10.24%; % I :#H4)0E 12.6 1070, FHIEK 42.15%;(2)
2023Q1 A8 EI I 13 12T, B H3gK 3.88%;4#4)1H 3.19 12T, FlHigk
63.24%.

B AR RS, HRE R R i %) RAF. B A A A, 2022 F0NE) AR
# 31.04%, F)rb+1.71pct; % 4% 4 23.09%, [ H+5.18pct;2023Q1 » &) £.4) F
# 37.59%, F)H+8.38pct;F A% A 24.54%, [)b+8.92pct.,

BAGARZRANIZRAR: 1) N BB EEEER, HEMF
4ok 5 B L R4 ;2) /%ifa‘#rﬁxi\é’ﬁ M Fo 12 AL T 4;3)
2022 5, NE B S ER . 2 A5 FH TR, FREEHREERIL) ILEK
FF RSN A IE Im,

AR RARR e F¥g K, FPIET N8 F ok egiT AR AR, A& ZE 2023Q1 K, A
8] A5 A 189145, Rl K 27.21%;4-F) fithA 7000 7 7T, Flkigk
148.70%. & A|TRM BAE(AL: KATFAH 8] 2023/2024/2025 45 52 )2 E 4 A
15.87/17.40/20.62 /45T, *F R EPS %4 3.13/3.44/4.07 /L/FX, A T b d)
AEAEFr &) i SAELNE SLE, 4T 3] 2023 5F 22 4% PE /614, B AR
68.86 L/fx, BREEZLT “RT KT 1A,

R “SR” AER. &% ARAHN LT . R &R

Huaichao Zhuang: &%#741 (301149 CH): /% Bk .3k 3o B TR B lic A= B K¢, 66
FHMH, RERRKTH

B E Bk FHOA R REER CASE B I EE., AN BN EREL AR 7| T Sh e HF
K. AFHHE, FRoAhmIe: B0 EER CASE A BB, HPHam
Bl AT EFR, 045 POP BB AHAREZ | =5, N BB R BT 5
BT AR R AE KRB AT. CASE B Bt £ 28 T4 &R ABARAT. ks
Fl. BWEFH . RIS,

3 A POP LB, AnbhIEEE T AEd K. 1) 8] &5 POP. Bk LB
#, AEMEFZLET 5BAL T (TAS%E ST ) AMKFE. BAKTE
K. BILVOC. 5@ ESF POP M SH R, HART A EAHEALRIKREZ, HAHY
FITT N8 IRt ARIE AT, N E) BB T SR MA P S R T (T
i@ POP. 5iE M POP. &M TRE . 45F2ROTEBEVL A CASE A BBt ) A
F. 2) 2022 5 POP H %34 65.7 ok, RBHIRY 3.24%, T &% 5 f ik
WREATLERERY, AFEFEE M. SEBRBERES 44 7oL,
Bl 3K 5.26%, MEMARRKETEREH 41.7 Tek, FIHLIARY 5.66%. ZAERN

12 mE R
15 HAITONG



PDD/ Meituan/ Weibo/ NetEase/ Zhihu/ NVIDIA/ Lenovo; # &4 B KB £; ¥ - 1 ARG { feitf2

Full note:
https://equities.htisec.com/app/
research/report-view?id=77087

29 May 2023

AR EERE R ERPT T, (2B 71kd 08 4h 127.55 Frdk, FHIEK
15.07%. 3) /&) 2022 Fhe i R~ 36 Zrb M Ae i % LBy WA,
REEE T A 72 ek /SE, ) St —F 10 KBk % UEE 31 Hek /A TR B
ATIRY A Ao ikak, A &AL 2000 7 7T, »~ & Fit-F 2024 % 12 A
AT, HRERE S AEL Tk P 93 Heb/E,

N3] 6 R T u T AR, ERRBAUR— LA B . 1) mAAREAE 2
OB 6 FRB S T AR, ERRBATIR S . —RLE R G AR, A E)
3 8 B/ Hsn RIATKERE , B KKY 610L, FitTF 2023 5 10 A%
I, BTN, FEERZFEEYT LRI WAL 22.32 107, F35F)
HEH 4121070, 2) ERAFAR, A AAESHREEIREZ T, RRRIEK
B % UBF R AR AL % Wi RARBMATHK. WERATETHH ER
A, YETHERERETLHK., MAETHARBRT LR, B LR BKIHE
A7, NeAT kR FAT4E, mBARMTHEREAR LT A, A AR
KA.

228 B o 66 AT LA By, R AAAATIR S AMA R, 28 AR R B
BT A A PR E) $EAT 108 7 b /4F PAG6 T B, &4 73 12, KT
2028 F 6 A4 T, NE) TR E 2ERIKTE, FHTEINELBANY
248.4 L0, AL 2251100, RE =Bk, —HEL 16 Ak
FAFRE. otk RETFS. BHRSTS. BT IEHE. AMETAR
B EEE M, X 32 ek /A TR B A BLEH A, = HEK 60 Feb/HF
Ak R R ALAR G,

RISRT: ENZFHRE TR, FTHTHERRBRIG RIS, £
FE R T SR R R IR 6 e,

Huaichao Zhuang: %943 (002064 CH): 2023Q1 k%= Ff, #73 = fe4K
w3k G K — SRR T R T; T B AR 48%

Z % F2FE 5, 45 2023Q1 LEIRL B FIR A, A E) 2022 HFE kI
258.84 1270, Rl T4 8.75%, Ya&44]iE 28.44 1270, R TI& 64.17%, 4=
AE4F)HE 26.77 1270, BT 65.93%. 28] b4k T £ 28 T2 RATHM
k. HerE. EREKFREYH, & BAKE, LFRLFwE
F) B F I T 36.76pct. 2023 S — & N &) B AbIXN 61.92 1270, FlHLTH
15.10%, 3Rpb3gK 4.18%; Va#4A)iE 6.31 1070, BT 53.65%, IRHLIE
X 47.49%; 4odEE4A)iE 6.10 1271, F)b T4 54.58%, IRH3EK 80.97%.
ZHRTFTRFIWAE FTHERLA, A8 LG IR A PTEE.

T2 RMARIRIE K, NG T2 ROERL. TR, KBS SRS,
ARBEPLAM, RE 202355 H 24 8, B4 (40D) =FM44 31500 7T/,
2023Q1 ¥/ 35189 ;T/rk, R T4 36.63%, IRHLIZK 2.61%; ARIEFA]F
i, BRE 2023455 H 24 8, BRI 9683.33 /7L, 2023 4 Ql #
- 10166.39 7T/7E, [ b TF & 25.50%, 3RLIE K 3.06%.

TR ERT, FHLYPEK. ARLTHLE, A8 T 10 £
EALY ZRE "LA L, FAFEATREEERTEHE “F7 30 Zvd£5]
WRRLYT ERE” , BAT 10 Bob T 4 L2, F4 20 et 2025 4F 2
AR ET=B 7wk, N R A0 Fok, AAIEART, 2
A F AN KK, FIA, 8] ERRES S B S Tk,

iSIRE R
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A7 Sk BT BH DI, KRTHNERA LIREG. RST LB RGEFRE
AR RMRBCR ARG, AT AR PE S KA Y B )E ), (24T kb E iR
RA, ATLKIHRHBLIA R, ARIE 2022 FFIR, A58 B AT AL T RS =,
FEFE—., B, NN ERMIRZEARKG T _BA ZSL, BA
TG EL D) 40%VA L, R RME T ZIEH AR, RK 66 ¥R AH —ibke
K5, FB PBAT A KB 44N, HHshAs) o=k ik E RIgK.
BTN G R FAFE. BT F SMEART I, & T AT 8] 2 AT,
KA1 E) 2023-2025 F )38 44 1E 28.79 1274, 31.08 12704 33.38 12
7T, AP EPS 4% 0.58 7T (-52.85% ) . 0.63 7T (#¥ ) #20.67 T (Ff
¥) . AFRATLT NG 4544, F 23] 2023 4 14 12 PE, T B A4
8.12 7T (_EHA B A4-M 15.47 /U, AT 2021 5F 17 4% PE, -47.51%) , EFHHLT
KRR,

K& ¥ =R BZ=RETE; TiidE RAETINE; BRAFI#H L
kG KU,

TingSun: #REAT 4 A AdR: FRARFTHER %SG, £V 5RRIR

4 3 FEBARTIHEINBSE, AGEna) BRTIKNF L+15%, &R
FlHo+6%, 2% 3 A A FTRHA; FEF H+10%, RAVRARE LT LKA
KYPLRE. RAnFssiEd, SR, 2403255,

4 A% A AL ERTF Hb+15%, 48 3 A3 A FT4E4t. 1) 2023 4 1-4 A
NG BAR T 18375 1070, F+9.6%, MARIRIF 21621 1270, F)H+7.8%;
THEZET, AGBNE) BETIMAR+9.6%. 4 A% A AL 35 BikE
MAZIX 23444270, FIH+14.7%, 4K 3 A ¥ik42H 2.3pct, 4% 2022 FF) B3 ik
RA 14pct. 2) 1-4 ARPEFTHFHERFT (TR AH L) REK 1%, &Kt
KRl bb-49%. 4 F 3 Pk P 3 F#738 LRI b+3%, 4% 3 A ik 44 E; &
ESF) H-48%, %3 AFWEY K 7pct. 3) RAFIBT, 4 AIREHEA TR
H, TBRRAA: Od THIIRMBAT T RAGZANE, KR5S L > S At
BE| AP, QZALR F BWEAE T RERY YR, WHRLLFLF
Fonfa A E R, RN, FEEZALFRTEE, RERZREFE
RAEKERF IR,

4 | ¥# PR B b+6.2%, 453 A3%i&+3.7pct. 1) 2023 4F 1-4 A&
K% 37 F) b +5.1%, 2022 SFFB) HA38i% H+2.9%. 4 F % A B E b
+6.2%, %% 3 A 31324t 3.7pct, 2022 R BRI A4 +0.4%. 4 A REEE b
e 22%, 3 A REH 1.3pct. 2) BAVIRA, TR DKIZAIMALDAS
RER =Sl R ERELH, REGHRLA RIEK R, B8 RE,
. BE. AE. B, ERFFSLES, 235 “DRETELEFIRSHR
7 th—sEXMEEA L E%, B HZIETEP MM, SRR Ik 538 K
g,

4 A FI 3 R R H+9.8%, FMatkibigk A, EHERRIFIEL. 1) 2023
4 1-4 A Freo8) PR iA 5899 12T, %7 b1 42 1+10.3%. 4 A E A F
B AR A 12321270, R H+9.8%, 4% 3 A 3% %3% 0.1pct, £ P ERRFg
BRI, EERHRFIET. 2) EFRRTIERA PR, 2R E

4 || R F H+6.2%, 48 3 A3k 4RFF 0.8pct, &AVIAN S L5 F A%
BARH k. HRIFAFE T L HMIEARTHIE, 4 AAE 4 Td TEMERR
2R F 3G K 76.8% A 82.7%, mATHLIRE FA R LK 1145, RATIA
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A, BTHRRELHYRTBEERGE LS, I RBAESERNR
7, FEIGRERRTIEKS) /. 3) IFERIRTIC R AT, KINTeA
PRIk, RI& /AL MEEE /BN 4 ARTE 25 Bl Hb+21%. +21%.
+11%. -16%, A4 3 HA3&ik-2pct. +2pct. +1lpct. +2pct. 4) HAVIAA, VA
AR e 4 ARG Sk 3R AR 57 B e 3 A b3 Ko Bk 5 F i s, £
b FFIRBATRGR B Erking . RETF T, BHRENAYTLLX
BA|Z R N ed, EEEFRFAAXETFHRLCLLE,

2023 5 4 A AAT LI FH Z AL 26.11 HFACA, BF1+4.2%. 4RATHEH/
f A M 2 At 3 (FEATSF ) 25 & 1k 10.3%/42.6%/12.9%/34.2%. EZ
Faii s 4 A R B A SFA4140.2pct, frA+1.7pct, 4RATH#K-1.0pct, Hpe (3F
#% ) -0.9pct.

RECRIFRRE, £2ARRE, AFRE. 1) 2023 F2 Avkk, #FHEk
RELEGERK, BNPOLERZNEFEESLET, REF &l &ERFEY
7R, 2023 44 NBV A ALK, FARTHAHF b KigE K,
2) THRHEMKAERREE 271% 424, REFEE NS KBEAFE %
o, KpF|RSA L AT, PR3] F38 B IR TR B R E A T4
#%. 3) 2023 5 A 25 HIRMAR3E/E/A 0.42-0.82 1% 2023E P/EV, X T i £1%
o

R8T Kop bl RAP T4, RPFEIKE; FHEEREEERRETRA.

Ting Sun: JE4RAHR: AHPAERK S LAH

5 A B¥RAR B LRSI, MRRAFFLER;. 2@ IEMHF AL LA
i, KATHERKERGIHGE, KHAFAREIE. KREATL 2023 F 7
WA, FPROPAEFREAZLLE, THFHRRKARSGZE 27%4
%, REGZFAYPHE. Kb R AT, RN BRTHENKRES
fR, B kE: PEPFR. K. FEASF. PEAK. PREIEA A
FEH. SEAEK . RIS,

AT T AT LI IR RESARHHE (2023455 A 22 8-5 A 26
B ) iEAATIL. % UaaiTl. 1RIEAT LI S08 P IR 300 4546, EAATLT
¥k 2.65%, % LA RRATL T 3.09%, PRMATIE TR 6.06%, IE4RemkiiRT
¥k 3.74%, PR 300 454K T ¥ 2.37%.

B 2023 5 ARG EHF S, JE4R ETF AL Bak g K. 1) 2023 £ 5
ARG EhFGIe. BuL£ 202345 A 26 A, 5 A BHBAELXHH A 10061
1270, Bl BE#K 11.27%, IR TF# 16.95%. #EA 16106 1271, [ _E#k
5.5%, IR K 1.18%. 2) JE4R ETF AR RIG K, 52| F AT, FF4R4E
ARAT A ETF Ak 2018 464 5 RIEHnZ| B #7469 18 R, &= ZHAEI 2018 49
51.5 /2703 AnF) 2022 549 729 1250, B A3 KE 94%. #EA 2023 4F, AE4R
ETF MAR4k 438K, BILZ 5 A 26 A, EAAEKZE 790 100, RFMEK
8.3%. MERALIALRA, BRTIELIRIESNSE ETF. 2 FIEAFEIE
F ETF AL R 2 KT Ak ETF, AXAK TR FPIELIRIEAR ETF B2 51838
¥, TIHIATES. 3) 2023 45 A 26 B A FATL-F3445/4 1.4x 2023E P/B,
HKIERAEEMIR kAot g & BRI ARG, S PSR, A FE
Fo SEAGES . R RIS,

fRie: AR EFEIENE. 1) B4R B LB A A iheR
RAEIAERIK, 2023 F5—FEK, MFEBN35 . AFBN 36T ez
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ATRE N R FE N H A 227.1%. 180.9%, T34 -S124t6 h LR E 55
196.6%. 109.7%. 53 FARM 23] K& 4207 BT A A K, 105 R4 FH B
£, 16 FHOEA C X, 11 F#iFAH D £, N t8kBF12E. 2) AR
AR BEE LR ERSATL 4 AZ2THE., 4 A3 A FHERRETHEIKR
5, AHoNE) BAR T AR +15%, EEE R +6%, %% 3 H 381k A iR
15 FRRE H+10%, RAMRAFIF R LGS KIAL K. 2023 F 4 A K47k
FRK AR 2611 FALA, BREM+A2%; BATHRMEA/ R Z Atk /2
t (RS ) 27 B bk 10.3%/42.6%/12.9%/34.2%. 3) #Rieb 2278 B A 8 27
Bl s, MAZFE I, F7mA QU mARm g LaERITY. KRATA
A, 2023 44 NBV A 2HFL B K, AAEFHHR L X #@3g K. 2023
55 f 26 HRMr3AE/E 0.42- 0.82 42 2023E P/EV, 134T m LAK4%,

% ARk 1) 133 BRRUSI RN FRES,E, Rzl 5E
VA AR, 2022 FARAFILK FHAEA 21 FlA, FlH+2.9%; F)IE %4 362 12
7, FH-40%. 2022Q4 3% 2B RAIR-17.4%, EE545 206104, 2)
B RN AR (AL AR] ik (ERFNR) » AFEREL,
BRI AL AR G FFES UL, 202354 ALEHRR I THRIEHA
6.72 1LF A 44 AL, FIEb4r%1+43.26%. +8.09%. 2023 5F3 A A
B a) #A4)E 11.03 12T, By 10.25%.

LR BRI KIEE BN G ATHEF AR SIEA> b S TAak, Eil
RIEFE P, FEEE. PEAF. PEKRK. PIEIEA. RFIEA. £
WIEA. BALIRE.

KR T T HREFR LG FofEERNE FiF.

Yijie Wu: #1##%4 (002155CH): 44 B %: ABEALCEHIRE, HL55F
EE RTS8

HEEL, BHBEREFTR. NE AR+ R ZebkZ —, 2REF T
KRk, BN ZTEET S, NG ETEZNEEERY. BERECEREAT
LG TR, A, 2SR A BN AIER I, Hh. W EMIE
Hetky et o 55, Na WA E5 LR, TR, &5, 4
Meo Mk, R LBANE TR T = ks, NG BB H 2R
TAENE), BT A ABRRAEBA AL,

Gl B mA, FadEs bk, N4 HFERELES—, B A
2021 FARMRIFAEF A H. A8 KRR RIVA =508 L6948 732, FIET
BT RIABRATZ L HM., TUAFIL, HdHEee ki s a4Es
o) b s Bk,

3 ERAEHRFHENET . HAHE M. HRZFRE. EBEE LT
BEFEMA T ERGHKE. “KEN RBOHE. CARS ERT
WP E EfT, R FIEMINCAEEFEET T E. AR T HET R
B, HFe0RFRAHARE, AR Ee A E K.

& AT 5K, KA~ E) 2023-2025 F EPS 2% 4 0.66 /L. 0.86 7T.
1.11 7T, A F#H#H4 2023 5 EPS, AF TN fHEKF, 4T 2023 4
29 4% PE /&8, B4R 19.14 T, BREELT “WTXT” R4
KR, Ry FH#HERETL, TLBEEES, 2RFMReLFA, W
GHOL B, TR IR,
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Yijie Wu: Presentation: 4 A ¥ B & B A RAZRFFH A 538107, R LA
49.86%

2023 4 3 A & V4R A =& % 440389 vk, [ b TFI& 3.78%, 3Rk _EF 14.55%.
2023 F 4 A A3 /R4a 774 562.8 ek, Rl EFf 0.34%, IR T4 2.49%.
2023 5F 4 A ¥ £ wsh £ K M4 & h 859763 4, [t B 58.20%, LT
% 21.19%.

2023 4 4 A P E & WA KERIETHA 538107, Rl EF 49.86%, IR
% 8.50%.

2023 5 4 A ¥ EALSRTHALS 12171 1274, R EF 30.49%, KL T
77.40%.

2023 F 4 A ¥ E#H B T @AH 1810 7 -FFH K, R EH 0.72%, FTFHE
14.58%.

2023 4 4 A £ E#E I T 140 T £, Rl TH 22.30%, R EFF 2.19%.

Qinglong Guo: B X R /E (603816 CH): k&= H&ZH LS LH, FliEE
HEGE BB RATXT

2022 4, &) LI WAL\ 180.1 127T, BT 1.8%; SI)2H:44)iH
18.1 127, FlHIgK 8.9%.

2023 5% —FF, NE FZIT LI 39510, Bl TFH 12.9%; I3
FA)E 4.01270, FIRT R 9.7%.

RE sk g0 59T, Ak 538k g, 2022 F, &) A kS EINE
AN 7.6 12T, Rl K 15.4%.

HAVFR 8] 23-25 F4FEHF) A 21.28. 24.90. 28.321C4, Flrigk
17.4%. 17.0%. 13.7%. N 4E A HARRE R KAk, AHET A E) 4T3
2023 4 21 1% PE /448, AT H AR 54.37 7L, %H “RT R P4,
et RMFNAEES), THEFmE, BFERT 5HEE,

Qinglong Guo: ¥ f=E 8 (300616 CH): 4 RILAH KL, K S RHE LS
FBR—BHFHRT K T; TR B RN 6%

NE) 22 FEIE LM 53.1 127, B 27.3%; VFEEFIE 0.5 12T, Bl
48.4%.

22 LA H A 34.6%, F)3E 1.4pct. AR %A F 4 33.9%, F13% 1.8pct.
2RI AT F S mB), FA 23, 24 F)FEEF)EMK 2.5/33 LA TRE
2.2/3.2 ¢, R K 371.65%/44.77%. HRA1LT 23 5F 24 4% PE f614, )
B AR 26.38 7L, 48 “bFRFT” A,

REe4RT: RAARMARTN, REY RRATY, AHYRLRE R,

Jiarui Feng: MUHJAAFIRIZ (2023.05.15-2023.05.19 )

A PR A SLE R, AR4E Wind 4it, & (2023.05.15-2023.05.19, F
Bl ) . A JRHMBAE B35 H 83T 390 )R, FRL LT 7 0k, #RAATEG NG F 2
#4307 K, b2 %y LR RHAANM REA 4786 K (EARILIEARE
L), T 1063 R, FHEHAMFEDLALGIMEETS 12 R, ik
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T3 R, £, 4t LA ESNGEE K 80.00%, I EFHE L
It 80.26%.

Jiarui Feng: E4Li% I8 B4R (2023.05.19-2023.05.26 )

2RFEASEIN, LR (202345 A 19 H%£2023%5HA268, TH),
HIRAA. AL EKEFE A A 0.16%. 0.84%; FlH1, 257 A58
E4E 50 454K, IR 300 454k, F4E 500 454K, FIE 1000 4526 Bk B K
B 4-2.80%. -2.37%. -1.34%. -0.85%. L, #tERZAL-. FHTLLLARX FHE
500 F84LABHIL ) 1.50%. 2.18%.

Jiarui Feng: HofTHR I R L2 BAEL (L) —RBEELIE (885001)
WL RFLD?

885001, 277 15 % #| 691 A A A 384K, T VAR B R AR A 209 T
B E R, AR RS ATIER, T OARFRUF O KRR R, R
SR Z ERFMBNFT XARS, whbtfE Fit. TLIEHEF, KX
N £ ZMAREFEH BB AL, MIET =4 885001 3% 7 £.

885001 1k4r & F. 2013.01-2023.04, 885001 454k &+t ik 189.3%, “FALix#
10.8%, TR HA49iP iR 300 484k (5F1L 4.6% ) A= 4k 500 #54¢ (SFAL
6.4%) . KIAARA, FLmIZIEHAOAEF TS . B E 2023/4/28, %45
4 (2019-2023) . #4: 84 (2016-2023) HFIEELe A% & A5 A
2.5%. 0.5%. MaFEeLkg kg, SAEAT AL, ZH4EH A T4t
A ARAE, 19-20 F AT BTG A

FE— BREAIBIIEBIER., A THATAIBIE AL, Tt
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Japan

Hiroyuki Terada: Benefit One (2412 JP): Lack of Catalysts Near Term—Maintain
NEUTRAL & Cut TP by 20%
We had a web meeting with Benefit One (BO) management on 25 May to discuss

FY3/23 results and the business outlook. We maintain our Neutral rating with a
new target price of ¥1,600 (previously ¥2,000).

FY3/23 OP was ¥10.4bn (down 17.9% YoY), lower than company guidance of
¥10.8bn. The OP shortfall was mainly as Specific health guidance related business
was lower than the company expected in Q4.

New OP guidance for FY3/24 is ¥10.8bn (up 3.3% YoY). BO assumes vaccination
related OP decreases by about ¥1.5bn YoY (¥1.7bn decline in H1, and ¥0.2bn
increase in 2H).

In FY3/23 there was temporarily two platforms (Benefit Station for BO & Elavel-
club for JTB Benefit) after BO acquired JTB Benefit (unlisted), and the parallel
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operating costs of about ¥1.5bn for FY3/23 should disappear in FY3/24. However,
due to the increase of system and labor cost, OP increase for FY3/24 is small.

In Q1 FY3/23 revenue from healthcare business was ¥2.24bn (up 23.5% YoY) driven
by Covid vaccination related business. Therefore, YoY comparison is tough for Q1
FY3/24.

Hiroyuki Terada: Sanrio (8136 JP): Movie Release Likely After Kitty’ s 50th
Anniversary—Maintain OP & Raise TP by 1%

We had a web meeting with Sanrio on 24 May to discuss the business outlook. We
maintain our Outperform rating and raise our target price to ¥7,000 (Previously
¥6,900).

New guidance for FY3/24 is for revenue up 2.2% YoY to ¥74.2bn and OP at ¥11.2bn
(down 15.5% YoY). According to Sanrio, it has set new guidance for FY2/24
conservatively especially for its overseas businesses due to a potential slowdown in
the economy. However, Sanrio says there is no sign of slowdown of its overseas
businesses so far.

Sanrio plans to implement a promotion for Kitty’s 50th anniversary in FY3/25.
Sanrio has agreed to release a Sanrio Hollywood movie featuring its characters
through Warner Bros (TWX.US). We expect Warner Bros to release Sanrio
Hollywood movie in Q4 FY3/25, after Hello Kitty’s 50th anniversary. We think
movies based on Sanrio characters would boost demand for Sanrio merchandise
well in advance of movie release as retailers are likely to allocate more shelf space
to Sanrio characters in anticipation. We also expect Sanrio to make contracts with
more licensees globally in advance of movie release.

We fine-tune our EPS estimates by lowering 0.6% and 2.3% for FY3/24-25,
respectively. We introduce our earnings estimate for FY3/26 with EPS growth of
38% driven by the Sanrio Hollywood movie.

Hiroyuki Terada: Japan Elevator Service Holdings (6544 JP): Service Renewals
Continue to Accelerate—Maintain OP & Raise TP by 15%

Japan Elevator Service Holdings (JES) held a result meeting on 17 May, and we had
a web meeting with the company on 24 May to discuss the business outlook.

New company guidance for sales in FY3/24 is ¥39bn, up 11.7% YoY, and OP is
¥5.7bn, up 13.8% YoY. JES is aiming for about 10,000 new contracts and about
1,800 service renewals in FY3/24. According to management, the company has set
new guidance for FY3/24 conservatively. Our OP estimate for FY3/24 is ¥6.1bn.

JES plans to launch a new technical center, Kansai JIC (JES Innovation Center) in the
Osaka area in March 2024. With Kansai JIC, JES expect capacity for service renewal
to increase to double compared to the current level. JES says it already completed
hiring employees in the western part of Japan for this expansion, and it plans to
depreciate JIC's buildings in 50 years. Therefore, increase of the annual fixed cost
from Kansai JIC is likely to be small.

We fine-tune our EPS estimates by lowering 1% and 4% for FY3/24-25, respectively.
We introduce our earnings estimate for FY3/26 with EPS growth of 18%. We
maintain our Outperform rating and raise our target price to ¥2,300 (Previously
¥2,000), based on our discounted cash flow model for FY3/24-28. The implied PER
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for FY3/24 at our target price is 49.6x, roughly in line with the average of 53.1x for
the past two years.

Yushi Kawamoto: Rakuten (4755 JP): More Asset Sales to Proceed

What's new

Due to the recent capital raisings of Rakuten, we think its chances for avoiding the
sale of crown jewel, Rakuten Card (unlisted), have edged higher as if it can deliver
a) positive EBITDA from mobile subsidiary by Q2 FY24, b) further capital raises from
Rakuten Securities (unlisted), Rakuten Symphony (unlisted) and c) sales of venture
capital assets and other listed equity investments, re-financing of bonds due in
FY24 could be seen as an realistic option. While Rakuten has said, it plans to
proceed b) and c) over the next 12 months, we expect the growth in net mobile
subscribers to be the most critical share price driver of Rakuten shares in the near-
term.

Comments

As Rakuten’s mobile subsidiary has now secured cash from parent company to
fund CAPEX (¥200bn) and OPEX needed for FY23, it now aims to deliver positive
EBITDA by Q2 FY24. Since we project ¥164bn in EBITDA at a consolidated level in
FY23 and further improvement in FY24, we expect the cash needs of mobile
business can be met internally in FY24 and beyond. On the other hand, the parent
company’s net debt has improve to ¥1.07trn from ¥1.19trn in Q4 FY22 as a result
of the recent capital raisings but we expect further sales of assets (i.e. b and c from
above paragraph) in the size of around ¥265bn over the next 12 months in order to
prepare for the possible bond redemption risks.

Wei Liu: B AXRARFR/—FREE: LHEHERE, S0 ERBA LA
# %
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Korea

India

Saras Singh: Ferrous Weekly: Spreads Contract on Lower Steel Prices
India Steel Update

Steel Prices: Domestic HRC price corrected by Rs550 per ton WoW to Rs56,800 per
ton. Despite the correction, prices still command a premium to imported HRC from
China and Japan.

Raw Materials: Domestic raw material costs saw 2% decline WoW.

Steel Spreads: Domestic steel spreads contracted marginally by $4 per ton over last
week driven by a steeper decline in steel prices as compared to the correction in
input costs.

View: Domestic steel demand remains robust with positive underlying demand
trends across key steel consuming sectors like real estate, infrastructure and
automobile.

China Steel Update

China HRC steel prices was down by USD 10 per ton to USD 540 while raw
materials costs were broadly stable WoW compressing the steel spreads by USD 5
per ton. Steel production in China continued to decline WoW.

Anish RANKAWAT: Mahindra & Mahindra (MM IN): Improvement across the
board —Maintain OP & Raise TP by 1%

Q4FY23: beat on better Automotive performance: M&M'’s Standalone revenue for
Q4FY23 came at Rs 225.7bn was up 4.2% QoQ and 3.1% ahead of BBG consensus
est. EBITDA margin came at 12.4%, down 60bps QoQ and 30bps below consensus.
This is mainly on change in mix towards the lower margin Automotive segment.
Farm Equipment Segment (FES; Tractor) revenue share is 16 quarter low to under
25%, in the quarter. Gross margins for Q4FY23 improved 100bps to 25%. Margin
improvement was driven by volume growth, timely pricing actions, easing
commodity inflation and stringent control over the fixed cost. Adj. PAT at Rs 20.6bn
was down 4.5%QoQ while it was up 25% when compared to the consensus
estimates.

Automotive EBIT margin inches closer to FY19 levels, SUV orderbook expands: For
Automotive segment, revenue grew 11% QoQ to Rs 164bn on 7.5% volume growth
and 3.2% ASP growth. EBIT margin is 9 quarter high at 7.3% and up 60bps QoQ.
M&M was No.1 in SUV Revenue Market Share in Q4FY23 (5th consecutive quarter),
open bookings are at 292k+(117k Scorpio-N, 78k XUV700, 58k Thar, 29k
XUV300/XUV400 and 8.2K Bolero) in SUVs which is up from 266k+ in Q3. Current
production capacity is at 39K units of which ~90% is utilized, the rest is lost due to
semi shortage. Company will try to reach at 49K by Jan-Feb’24. For EV company
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will have additional capacity which will account 20-30% of the total portfolio. It is
on track to meet the EV launch timelines.

Plans to launch new Tractor platforms to drive FES growth: For FES segment,
revenue degrew 11% QoQ to Rs 55.8bn as volume declined 15.2% QoQ on
cyclicality however ASP grew 5% QoQ. EBIT margin improved 10bps QoQ to 16.7%.
There is some negative impact of farm machinery (FM) sales on margin, ex of
which the margins would be 18.3% up from 17.5% QoQ. FM revenue was Rs6.5bn
in FY23 up 38% YoY and company expects it to grow 40%+ YoY in FY24. Company
will launch new tractor on a light weight platform (total market size 50-60K per
year) in 25Hp and 29HP on 2nd June’23. It will also launch OJA, a new tractor
platform for global market on 15th Aug’23. It is confident to gain market share
with these new products as these products will be placed in the segment where
company is not strong at present.

Maintain OP: We expect M&M to continue its improvement on the SUV portfolio
and high orderbook. Its product interventions in FES and CV segments are expected
to drive further market share improvement. We have tweaked our estimates for
FY24 and roll forward valuation base from sept’24 to FY25. We continue to value
M&M on SoTP — we assign 20x to its core earnings (20% premium to its 10yr avg.
on improving Auto segment performance), add the current market value of
investments in listed group entities with 25% hold co discount; and cash. Our
revised TP is Rs 1,597 (from Rs1,575 earlier). Maintain OP.

Risks: Lower agricultural output, semiconductor supply constraints.

Rahul Gajare: Bharat Heavy Electricals (BHEL IN): Subdued Performance—
Maintain UP & Cut TP by 7%

Bharat Heavy Electricals (BHEL) reported subdued overall performance as revenue
saw a mere 2% growth, led by Power segment, which grew 4% YoY to Rs61.6 bn
while Industrial segment declined 1% YoY to Rs16.5 bn. EBITDA margin dropped
230bps to 12% despite sharp improvement in gross margin (up 470bps). The
company reported PAT of Rs6 bn, witnessing a decline of 34% YoY during the
quarter. The company is banking on growth from various long term opportunities
in sectors like Power, Nuclear, Coal Gasification, Hydrogen, Defence and Railways.
Building on the weak FY23 performance, we cut our earnings by 12% and 7% for
FY24 and FY25. On the back of decent order book of Rs913 bn and ordering
prospects, we expect BHEL to report revenue and earnings CAGR of 15% and 63%,
respectively over FY23-25. We value the company based on 15x (unchanged) Mar-
25 EPS of Rs3.4 to arrive at our revised target of Rs51 (previously Rs55). Given
subdued financials, we maintain Underperform rating on the stock.

Result Highlights

Revenue at Rs82.3 bn grew 2% YoY, led by Power segment (up 4% YoY to Rs61.7
bn) while Industrial segment was down 1% YoY to Rs16.5 bn during Q4FY23. The
company reported EBITDA margin decline of 230bps to 12.0% even as gross margin
improved 470bps to 31.1%. EBIT margin of Power segment declined 910bps YoY to
17.7%, whereas Industrial segment margin expanded 1,410bps to 20.7%. BHEL
reported PAT of Rs6 bn, a decline of 34% YoY. For FY23, revenue grew 10% YoY
with EBITDA margin at 3.1%, a decline of 40bps YoY with 20bps drop in gross
margin. Thus, PAT grew 9% YoY to Rs4.5 bn. During FY23, BHEL reported order
intake of Rs235 bn, decline of 38% YoY. The overall backlog thus stood at Rs913 bn,
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down 11% YoY which includes Rs719 bn from Power, Rs148 bn from Industrial and
Rs46 bn from International.

Anish RANKAWAT: Auto— Weekly Update and China read across

1.Royal Enfield to soon bring ‘uniquely differentiated electric bikes’, commits 10bn
for the current fiscal

2.EV buyers to get smaller batteries, less features as Centre cuts subsidy
3.Ashok Leyland readying to launch electric LCVs early next year, working on
integrating battery swapping says MD Shenu Agarwal

4.Tata Altroz CNG version launched at starting price of Rs 755K

5.Maruti Suzuki ties up with Chola for dealer inventory financing

6.JLR partners with TCS to launch its open innovation programme in Israel
7.Tata Motors to supply 50 Magna 13.5-metre buses to Vijayanand Travels
8.Amara raja to buy 100% equity share capital of Amara raja power systems Itd
9.Maruti estimates a fourth of its sales to be SUVs this fiscal

10.Ashok Leyland to invest up to Rs.12bn in Switch Mobility

11.Maruti Suzuki Jimny crosses 30,000 bookings

12.M&M to sell the balance 3.2% stake in Mahindra CIE automotive

13.Second round of probe finds four more firms in FAME-Il scheme violations
14.Royal Enfield starts delivery of E20 compatible Hunter bikes

15.Every third car sold to be either CNG or electric: Tata Motors
16.Made-in-India Harley Davidson x440 officially unveiled, launching in July this
year

17.Domestic passenger vehicles sales expected to stay strong this fiscal, says Tata
Motors' Shailesh Chandra

Darpin Shah: Sundaram Finance Limited (SUF IN): Lower disbursements and
LLPs—Maintain OP & Raise TP by 4%

Disbursement dips QoQ: SUF disbursement dipped ~7% QoQ to Rs 52.6bn (+40.2%
YoY) vs 47.1/10.0% YoY/QoQ in Q3. This was led by decline in growth across
segments i.e. CV (-6.8% QoQ), Cars (-16.0% QoQ), Const equip. (-7.8% QoQ),
Tractors (-10.5% QoQ); whereas other segments saw sharp rise of 41.2% QoQ. We
note that the other vehicle financers peers have reported strong sequential growth
in disbursals. With marginal rise in repayment rate (12.7%, +30bps QoQ), the
standalone AUM growth was marginally slower at 17/3% YoY/QoQ (vs. ~5% QoQ)
to Rs 345.5bn. Segmentwise, CV, CE, and Tractors reported growth of 4.1/2.0/3.0%
QoQ respectively where-as Cars segment de-grew ~2.1% QoQ. As per the
management, prospects for growth in CE, Tractor & Farm Equipment as well as
Commercial Lending continues to remain bright and demand for PVs remains
strong.

LLPs lower; Higher other income led to rise profitability: After improvement of
5.7% QoQ in NIl in Q3, it decline -2.0% QoQ to Rs 4.3bn (+5.1% YoY) with some
pressure on NIMs. However, the sharp bounce in other income (+61.3% QoQ) and
dip in opex (-2.1% QoQ; driven by lower staff costs -10.2% QoQ) led to sharp 18%

1S EE R
28 @ e



PDD/ Meituan/ Weibo/ NetEase/ Zhihu/ NVIDIA/ Lenovo; # &4 B KB £; ¥ - 1 ARG { feitf2

Full note:
https://equities.htisec.com/app/
research/report-view?id=77139

29 May 2023

QoQ rise in PPoP to Rs 4.2bn. Provisions dipped sharply by 55% QoQ to Rs 168mn
(-159% YoY) leading to PAT increase of ~30% QoQ to Rs 3.2bn.

Asset Quality improves: As per new RBI norms, SUF (standalone) GNPA and NNPA
improved to 3.0%/2.1% vs 3.97%/2.78% QoQ (vs 2.42%/1.26% in Q4FY22 as per old
norms) respectively. With focus on collection efficiencies (back to pre-covid levels),
GS lll improved to 1.66% (-77bps QoQ). Further, NS Il dipped to 0.86% (-49bps
QoQ) driven by higher PCR at 48.2% (+375bps QoQ). During Q4 FY23, as a matter
of prudence, the ECL model was tweaked to provide higher provisions of Rs 290mn
for Stage 1 & 2 assets. As of Mar’23, Restructured book further declined to Rs
6.28bn (1.8% of standalone AUM) vs Rs 7.65bn (2.3%) in Q3 vs Rs 9.3bn (~3%) in
Q2 vs Rs 12.3bn (~4%) in Q1.

Subsidiaries performance

General Insurance Business: Royal Sundaram General insurance (unlisted) reported
14.5/0.4% YoY/QoQ vs 28.5/10.3% YoY/QoQ in Q3 in overall GDPI; While PAT saw
~7.6x QoQ rise to Rs 380mn. However, in FY23, reported PAT at Rs 440mn (vs Rs
1.72bn in FY22) is lower due to Mark to Market loss of Rs. 780mn (net of tax) on
equity investments compared to (a) Mark to Market gain Rs. 330mn (net of tax)
and (b) impairment reversal on certain bonds of Rs. 370mn (net of tax) in the
previous year.

AMC Business: Sundaram AMC reported decline of -0.2/-3.5% (vs 22.5/8.0% YoY/
QoQin Q3) in AUMs with decline of -0.7/-4.7% in Equity AUM (~84% of total AUM).
The company reported net profit of Rs 190mn vs Rs 200mn in Q3FY23 vs loss of Rs
10mn in Q4FY22 respectively.

Housing Finance Business: For Housing finance subsidiary, disbursements grew
~51.6/25.3% YoY/QoQ. The momentum was driven by an increasing demand for
home loans in Tier Il and Il towns in the southern markets. During Q4FY23, AUM
increased ~17.8/5.8% on YoY/ QoQ basis to Rs 111.8bn. GS Il assets was at 2.3% vs
2.9% QoQ and NS Il at ~1.1% vs 1.6% QoQ.

Valuation & recommendation: We use SOTP method to arrive at TP of Rs 2,749 (vs
Rs 2,637 earlier) implying 3.3x Mar-25 core BV + subs value at Rs 621/- after taking
20% holdco discount and maintain our Outperform rating. The main risk to our
rating is slower than expected pickup in auto sales especially in CVs/PV.

Tarun Shetty: Sun Pharmaceutical Industries (SUNP IN): Solid Quarter; aided by
gRevlimid and Specialty —Maintain OP & Cut TP by 3%

SUNP reported a solid Q4FY23 result, with revenue, EBITDA, and APAT increasing
by 16%, 30%, and 107%, respectively. The specialty biz. (up ~28% YoY ex milestone
payment of USS 6.8mn) continues to drive SUNP's overall performance, owing to
strong traction in llumya, Cequa and Winlevi. The strong growth in specialty biz.
and the launch of gRevlimid aided the US biz. (up 11% YoY in CC) offset the
regulatory issue with the Halol facility and price erosion in the US. India and
EM/RoW business grew ~9% and 18% YoY, resp. SUNP also saw G.M. expansion of
630/440bps YoY/QoQ, aided by increased contribution from specialty sales and the
launch of gRevlimid, in our view. This, offset by normalization of R&D costs and
other expenses, resulted in an EBITDA margin of 25.9%, up 280bps YoY. Overall,
SUNP's revenue, EBITDA, and APAT grew ~14%, 15%, and 21% YoY in FY23, with an
EBITDA margin of 26.8%, up 30bps YoY.
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The anticipated headwinds in SUNP's US generic biz as a result of fewer new
launches due to an import alert in the Halol facility and near term issues in the
Mohali facility have resulted in 6% and 2% cut to our FY24/25E EPS, resp. We
expect SUNP to report a topline CAGR of ~10% over FY23-25E, driven by 1) ~23%
CAGR in the specialty portfolio, largely driven by further rampup in llumya and
Winlevi, as well as the launch of deuruxolitinib in FY25, 2) a 10% CAGR in the
domestic business, driven by revival in the Anti-diabetic and Gastro portfolio, new
launches, and increased productivity from the recently added MR's 3) Relaunch of
products from the Mohali facility, 4) additional contribution from gRevlimid. The
increased contribution from specialty products will help offset the rise in R&D
costs, resulting in an EBITDA margin of ~“27% in FY25. SUNP is currently trading
~23x our FY25E EPS, premium of ~10% to the large formulation peer average,
which we believe is justified given the higher contribution of specialty products,
strong balance sheet (expected FCF - ~“Rs 90bn), and improving return ratios
expected over FY23-25E. Maintain Outperform with a revised TP of 1140 (28x
FY25E EPS).

Tarun Shetty: Healthcare Weekly Wrap: ANDA approvals, Facility update,
Q4FY23 concall KTA and News

ANDA approvals (20th May — 26th May):

In the last week, Indian Pharma cos. received 5 ANDA approval

Facility Update:

Shilpa Medicare’s Analytics division completes USFDA inspection with a VAI
Q4FY23 Earnings call KTA & Management Interviews:

Q4FY23 Concall Highlights: GNP, INDR, ZIMLAB, THYROCAR, STR, JBCP, SUVENPHA,
SUNP

Debt reduction strategy, Biocon Biologics stake sales, New launches, FY24 guidance
— Kiran Mazumdar Shaw, MD Biocon

Mid-single digit US growth, 19-20% EBITDA margin FY24, Net Debt free by 2026,
Glenmark Healthcare — VS Mani, ED & Global CFO Glenmark Pharma

Important Healthcare companies related news:

Lupin announces Health Canada approval of Tiotropium Bromide inhalation
powder for treatment of COPD

Lupin diagnostics launches satellite laboratory in Vijayawada

Race for Glenmark Life Sciences: Blackstone, KKR, BPEA EQT, PAG and Nirma Group
likely suitors

Sanofi reinvigorates India business, with eye on higher growth
IT security incident at Granules
SC seeks response for Delhi marketing on plea by Zydus Wellness against HC order

Molbio Diagnostics collaborates with ShanMukha innovations to diagnose sickle
cell disease

Cipla vows to crack diabetes segment with licensed branded

US based StemCures to set up India's largest stem cell manufacturing lab in
Hyderabad

Wockhardt, its directors settle case with SEBI
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J Cadila Pharma awarded for innovative product for its Rabies Vaccine

Takeda India partners with Bal Raksha Bharat to strengthen maternal and child
health

Key Sector related news:

Amid FTA talks, top pharma firms urge govt not to amend patents law, warn of
impact on cheap meds

Is dual drug filing the right tactic for pharma companies now?
Clinical trials in India grow 10-fold post pandemic
Pharma results to be announced next week

CLPL, KRSNAA,ARBP, TARSONS (27TH May’23), VIJAYA, IPCA, JUBILANT, NTCPH, CF
(29th May’23), APHS, TRP, ASTR (30th May’23)

Darpin Shah: City Union Bank (CUBK IN): A weak quarter—Maintain OP & Cut
TP by 8%

CUBK's Q4 print was much weaker than expected with loan growth of a mere ~7%
(half the industry growth rate), NIMs further dipped ~23bps to 3.65% which led to
~7.5% QoQ decline in NIl (10% below estimates) and flattish Net earnings (8%
below estimates). Further with lower non interest income, the PPOP too dipped
~16% QoQ (14% below estimates). The silver lining for the quarter was the lower
slippages (3.3%; even after incl. std stress exposures) and higher recoveries and
upgrades. The overall stress reduced QoQ with stable NNPAs (2.4%) and
restructured book dipped to 2.9% (and majority of the book is paying regularly)
and SMA Il at 1.8% (historic lows). Additionally, the bank carries 100%+ provisions
on the airline exposure (currently std.) and on SRs as well. The Bank remains well
capitalised with CRAR/Tier | at ~22.3/21.3% - one of the best in the industry.

We have reduced our net earnings by avg. 6% to factor lower growth (~14.7% vs
16% earlier), lower NIMs (avg of 3.7% vs. 3.9% earlier), higher slippages (2.4% vs.
2.2% earlier) and LLPs (1.2% vs 1% earlier). With this we expect CUBK to report
RoAAs of 1.5% over FY23-25E. Even as we have reduced our estimates, the recent
underperformance and valuations at 1.2x drives our Outperformance rating. We
use Rl method to arrive at our revised TP of Rs 194 (earlier Rs 210) implying 1.7x
(1.8x earlier) Mar-25E ABV. Downside risks: (i) Higher than expected stress, and (ii)
lower than expected growth.

Slippages dips QoQ: Post rise of 7% in GNPA in Q3, CUBK GNPA’s dipped ~3.4%
QoQ led by sharp decline in slippages at Rs 3.6bn (-18.4% QoQ) i.e. 3.3% annu. vs
4.1% QoQ and higher recoveries and upgrades (+67.3% QoQ) and write off at Rs
1.4bn. With higher PCR (+200bps QoQ), NNPAs dip ~9.5% QoQ to Rs 10.2bn (2.4%).
As per mgmt., few accounts of Rs 750-800mn, showed signs of weakness and
didn’t cross 90+ DPD. The Bank prudentially recognized them as NPAs and started
providing on same. Further, the airline exposure now stands at a mere Rs 250mn
(100% provisions) and the last instalment is due in June’23. CUBK’s restructured
book dipped to Rs 12.6bn i.e. 2.9%. Overall SMA |l stood at 1.82% vs 2.19% QoQ
while overall SMA were historically low at <4%. On SR front, during Q4, the Bank
sold a/c’s to the tune of Rs 860mn to ARC and received Rs 530mn (w/w Rs 330mn
is yet to be recorded in SR books). Further, in FY24 the mgmt., expects lower
slippages and higher recoveries and expects NNPA to reach pre-covid level in next
4-5 quarters. We have factored in slippages of 2.4% over FY24-25E.
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Margins dipped QoQ: CUBK NIM further dipped 23bps QoQ to 3.7% led by sharp
rise in CoD at 5.1% (+45bps QoQ) vs yields at 9.3% (+15bps QoQ). As per mgmt.,
NIMs were impacted led by 5-6bps (not recognized Rs 250mn in Q4) due to non-
recovery of interest from agri subvention schemes. Further, the Bank has repriced
90% of loans and ~40-50% of deposits during FY23. The mgmt. guides for NIMs to
sustain current level i.e. 3.65% (+/-10bps) in FY24. We expect NIMs of ~3.7% over
FY24-25E.

Gaurang Kakkad: Prataap Snacks (DIAMOND IN): Mixed Bag; Several One-Offs
Impact Performance—Maintain OP

Margin Recovery On Track; Demand Momentum Is A Key Monitorable

Prataap Snacks Q4 result were a mixed bag with revenue/EBITDA in-line with our
estimates while PAT was a miss driven by reversal of PLI benefits. Consol revenues
grew by 10.1% YoY (vs 16.8%/+9.9% in Q4FY22/Q3FY23). On 3 year CAGR basis,
company revenue grew by 6.7%. Consolidated revenue grew by ~30% on
normalised base of Q4FY19. Gross Margins expanded by 912bps YoY (up 499bps
QoQ) to 33.4% (highest in the last 20 quarters) due to softening of key raw
materials like palm oil, laminates. Higher other expenses (+205bps YoY as % of sale)
and higher employee expenses (+85bps as % of sale) resulted in EBITDA Margins
expanding by 622bps to 7.6%. The company reversed PLI Scheme benefit to the
tune of Rs.112.9mn during the quarter as the company failed to meet the
threshold revenue required to qualify for the PLI benefits. The company swung
from loss of Rs30mn in base quarter to Rs23mn Adj. PAT in the current quarter.
The reported PAT stood at Rs216mn largely due to tax adjustment pertaining to
merger of ‘Avadh’ and ‘Red Rotopack’ with the company. In FY23, revenue grew by
18.7% YoY while EBITDA grew by 7.0% YoY. Gross margins for FY23 expanded by
213bps YoY to 27.9% while EBITDA Margins contracted by 40bps YoY to 3.8%.

RM Correction Provides Margin Relief

Key highlights of Q4FY23 result are (i) revenue growth in Q4 was impacted by
softer consumer demand due to sustained inflation and sluggish rural resulting in
company failing to meet its threshold revenue requirement for PLI benefit thereby
reversing all incentives recognized in 9M, (ii) strong Gross/ EBITDA Margin
expansion on account of correction of key Raw materials like Palm Qil (-23% YoY)
and laminated (-10% YoY), (iii) compressed distribution structure, cost optimization
measures and cooling off input prices have resulted in improved margin
performance and management expects similar trend of improved margin
performance to continue in FY24. The company aims to drive topline growth by (i)
expanding presence in namkeen segment where it is under-indexed vs industry, (i)
increase volumes of larger packs through value and visibility initiatives, (iii) drive
SKU expansion in core categories and (iv) distribution expansion. With the recovery
in rural, we expect the revenue momentum to improve for the company and the
softening of RM prices to result in improved margin performance.

Valuation & Recommendation

We cut our EPS estimates for FY24-25 by 11-14%% on account for the weak topline
momentum. We roll forward our EPS estimates to Mar’25 EPS of Rs38.3 resuting in
target price of Rs1,150 (unchanged). We maintain our target P/E multiple at 30x).
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Gaurang Kakkad: India Consumer Weekly Round-Up
Consumer Sector Update

Metro Brands Ltd (METROBRA IN): Store Addition Momentum Remains Strong &
Margin Guidance Intact

Emami (HMN IN): Unseasonal Rain Impacts Summer Portfolio; Margins See Pick-Up

Bata India (BATA IN): Beat On Profitability; EBITDA Margins Continue To Trends
Below Pre-COVID Levels

United Spirits (NOT RATED) Q4FY23 Results: Premiumisation Drives P&A Revenue
Growth; RM Pressures Continue to Impact Popular Segment

India Consumer News
FMCG companies see double-digit growth on e-commerce in FY23
Price pinch: Buyers shift to small FMCG packs

FSSAI assessing WHO red flag on sugar substitutes, labelling may dent sales of diet
and no-sugar foods & drinks

Packaged food takes a big bite of Q4 sales

Milk procurement price slashed 10% by dairies, retail rates unchanged

India’s dry fruit industry poised for substantial growth

Retailers hit pause as small towns slow down

India's organised jewellery retailers to continue to outpace industry in FY24, ICRA
says

As vaping ban violations rise, Health Ministry seeks stricter implementation of e-
cigarette ban

Ban on wheat exports, curbs on rice shipments to stay

Marico will never compromise volume growth, market share for margins, says MD
& CEO Saugata Gupta

India one of fastest-growing markets for Nescafe, offers opportunity for
innovation: Nestle

Tanishq to use exchange programme to grow jewellery business

Tata Consumer to focus on 5 key levers; to take inorganic route whenever
necessary

Reliance Retail to bring Chinese fashion giant Shein back to India

Reliance completes acquisition of Lotus Chocolate

Bikano launches range of frozen products in international market

Food delivery average order values may remain flat over next year: Zomato CFO
United Spirits in talks with Haryana government to permit spirits in workplaces

Som Distilleries inks pact with Carlsberg India for Odisha plant; to produce
Carlsberg India products

Management Interview

Not worried about short term pressures; we expect to bounce back soon: Sameer
Khetrapal, Jubilant FoodWorks

Bikaji Foods to grow at a faster pace, cash flow to turn positive this year:
Management
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Nykaa’s size, scale & presence is too large for that to immediately get eroded:
Falguni Nayar

Chintan Modi: Dhanuka Agritech (DAGRI IN): Bucked the trend in 4QFY23; FY24
to see recovery—Maintain OP & Raise TP by 4%

Revenue inline; EBITDA & PAT beat estimates

In 4QFY23, revenue grew by 17% YoY to Rs3,712mn (est Rs3,601mn) led by volume
growth of 16.5%. The growth rate outperformed most of the peer companies
which struggled due to high channel inventory and pricing pressure. EBITDA
margins grew by 110bps YoY to 21.0% and absolute EBITDA grew by 23% YoY to
Rs779mn (est Rs681mn). Gross margins decreased by 230bps YoY to 38.2%,
however, other expenses as % of sales were lower by 250bps YoY to 9.5%. Adj. PAT
grew by 25% YoY at Rs653mn (est Rs519mn). In FY23, Revenue grew by 15% YoY
Rs17,002mn. EBITDA grew by 6% YoY to Rs2,787mn as EBITDA margins declined by
140bps YoY to 16.4% due to price erosion and high inventory cost in 1HFY23. Adj
PAT grew by 12% YoY to Rs2,335mn.

Dahej plant to commission in July 2023

The new plant in dahej will be commissioned in July 2023 and the company is
expecting revenue of Rs500mn in the first year. It will start manufacturing
bifenthrin active ingredient initially. Here, the company is likely to make gross
margins of 20% while EBITDA may not be positive in first year of operations. It will
gradually improve as scale improves and as new molecules are received from
Japanese players. Bifenthrin will be used capitvely and sold outside (export and
domestic) both.

Other key highlights

On ground demand from farmers is likely to be good and management expects
double digit volume growth. Focus will be on Maize, sugarcane, paddy crops.

Management expects 50-100bps improvement in EBITDA margins irrespective of
Dahej commissioning higher opex.

Dhanuka plans to introduce 5 new molecules in FY24 (two 9(4) already launched)
out of which two would be 9(3) molecules and three would be 9(4) molecules.

Valuation & recommendation

We maintain our PAT estimates for FY24 and introduce estimates for FY25. We
expect revenue and PAT CAGR of 14% and 12%, respectively over FY23-25E and
RoE of 20% in FY25E. The stock is currently trading at PE of 13x/11x on
FY24E/FY25E EPS. In our view, company will be moving from a pure play asset light
branded formulation player to adding a capital intensive active ingredient
manufacturing. The scale up of plant and selection of molecules will be critical, as
there is risk of RoE dilution. We thus cut our PE multiple to 14x (earlier 16x) on
FY25E EPS of Rs64/- and arrive at a target price of Rs894/- (vs earlier Rs856/-). We
maintain OUTPERFORM rating on the stock.

Risks: 1) Inability of the company to pass RM cost increase may dent margins, 2)
Inability to secure raw material can impact revenue growth.
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Gaurang Kakkad: Emami (HMN IN): Unseasonal Rain Impacts Summer
Portfolio; Margins See Pick-Up—Maintain OP & Raise TP by 5%

Domestic/International Business Report 5%/19% YoY Growth in Q4

Emami Q4 results were a beat to ours as well as consensus estimates. Consolidated
revenue grew by 8.5% YoY. Domestic/International business grew by 5%/19% YoY
respectively. On LTL basis, excluding impact of ‘Dermicool’ and ‘Helios Lifestyle’,
the consolidated revenue contracted by 2.3% YoY. Volume growth for the domestic
business stood at 2% however, on organic basis, volumes in domestic business
were negative. In the domestic business, growth was seen in Male grooming
(+29%) and Kesh King (+1%) while while Boro Plus Range (-25% YoY), Navratna
range (-3% YoY), Healthcare range (-13% YoY) and Pain management range (-9%
YoY) witnessed contraction. Gross margin expanded after eight consecutive
quarters of decline by 76bps YoY to 63.1% due to moderation in RM prices. Lower
ad expenses (-389 bps YoY as % of sales) aided in EBITDA Margin expansion of
262bps to 23.9%. Reported PAT declined by 60% YoY while adj. PAT grew by 28.2%
YoY due to recognition of MAT credit entitlement in the base quarter. In FY23, the
company reported revenue/EBITDA/ Adj. PAT growth of 6.8%/-9.4%/-2.5% YoY,
respectively with gross/EBITDA margins contracting by 154bps/452bps to
64.7%/25.3%.

Organic Revenue/ Volume Growth Sees Decline

The key highlights of Q4 result were 1) on LFL basis (excluding Helio’s and
‘Dermicool’), the company reported revenue decline of 2.3% YoY basis, implying 4
year CAGR of 4.9%, 2) unseasonal rain impacted demand of summer portfolio —
‘Navratna’ and ‘Dermicool’, 3) strong growth in new age channels like ecommerce
and Modern Trade accounted for ~18.6% of revenue, 4) management expects 200-
250 bps gross margin expansion, part of which will be utilized towards increasing
ad spends and strategic investments, and 5) healthy growth in international
business (19% in Q4) despite various challenges (currency depreciation, macro-
challenges and political issues). The management is targeting to drive 8-10%
revenue growth in domestic business and 15-20% growth in international business
with EBITDA Margins of 27%.

Valuation & Recommendation

We maintain our EPS estimates for FY24-25E. We roll forward our EPS estimates to
Mar’25 to Rs18.8 resulting in target price of Rs525 (earlier Rs500). We value the
stock at target P/E multiple of 28x. We maintain our OUTPERFORM rating.

Utkarsh Nopany: Prince Pipes & Fittings (PRINCPIP IN): Mixed Q4FY23;
Maintain Neutral on Tepid Earning Growth Profile —Maintain NEUTRAL & Raise
TP by 8%

Mixed Q4FY23: Volume Miss; Margin Beat on MTM gain

PRINCPIP sales volume came in slightly lower than our expectations (-2.1% YoY vs
our expectation of flat YoY volume) for Q4FY23, but it reported sharp beat at
EBITDA (+5.6% YoY to Rs1.5 bn vs Rs1 bn HTle) due to better-than-expected pipe
EBITDA per unit (+7.9% YoY to Rs33.5/kg due to better product mix and MTM
inventory gain of Rs0.25 bn). On a relative basis, PRINCPIP was the only exception
in our universe reporting negative volume growth (PRINCPIP: -2.1%; FNXP: +3.6%;
ASTRA:15.3%; SI: +16.4%) in Q4FY23, despite providing extended credit period to
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its distributors (debtor period up 6 days YoY to 49 days) whereas collection period
for most of its peers has been trending down. PRINCPIP’s net cash position has
remained stable on QoQ basis at Rs1.58 bn in Mar’23. The company has not
announced any dividend for FY23 (vs dividend payout of 15.5% in FY22). Overall,
PRINCPIP revenue fell by 15.2% YoY, but EBITDA/APAT grew by 5.6%/6.7% YoY in
QA4FY23.

Outlook: The management expects pipe volume to grow at 12-15% in FY24 (except
Q1FY24 — which got impacted due to upgradation of IT system). EBITDA margin is
expected to be in the range of 13%-15% on a sustainable basis. The company plans
to launch its bathware product range by end of Jun’23 and burn initial start-up cost
of Rs0.15 bn in FY24. The company has announced to set up a 35,000 MTPA
greenfield plastic pipe plant in Bihar for a cost of Rs1.5 bn by Q4FY25.

Maintain NEUTRAL; Raise TP by 8% to Rs650 per share

We maintain our ‘NEUTRAL’ rating on the stock as we expect a) PRINCPIP EBITDA
to grow at a nominal 2.0% CAGR over FY22-FY25 even after considering reasonable
assumptions (volume to grow at 12.0% CAGR over FY22-FY25 versus 5-year CAGR
of 7.7% and average EBITDA per unit projected at Rs22.7/kg for FY24-FY25 vs
historical average of Rs15.6/kg); b) ROE to decline from 21.8% in FY22 to 16.1% in
FY25; and c) the stock currently trades at 28.3x on 1-year forward P/E, which is in-
line with its historical average multiple since its IPO. We have revised down our EPS
estimate (-1.6%/-2.2% for FY24/FY25) based on weak volume in Q4FY23 and recent
decline in PVC resin prices, but we have revised up our TP to Rs650 per share
(earlier Rs600) due to roll forward of our valuation from Sep’24 to Mar’25. Our
target P/E multiple remains unchanged at 27x on Mar’25 estimate. Increase in
exposure to group companies, loss of market shares and sharp decline in PVC resin
prices are the key downside risks. Any sharp uptick in real estate activity would be
an upside risk.

Rahul Gajare: Weekly Update: Industrials, Cons. Durables and Electricals

Management Interview

e Honeywell Automation MD - Mr. Ashish Gaikwad
* Amber Enterprises MD - Mr. Jasbir Singh

¢ Siemens MD & CEO - Mr. Sunil Mathur

Industrial News

* Moody’s sees mfg & infra driving India growth; flags reforms, policy barriers
e Securing supply: 2nd steel PLI in the works
¢ India Inc pays less for imported inputs, machinery imports keeps pace

e L&T wins’ large orders for its Power T&D business

Consumer Durables & Electricals News

e Phone retailers cash in on note withdrawal as sales show uptick

 Voltas accelerates its leadership expansion drive by laying ground to build its
new manufacturing facility in Tamil Nadu
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e We just need one big cluster to become an electronics hub: Mint

¢ LG India expects 10% growth: MD

e Expansion mode: Tata’s may go for bigger play in Electronics, Semicon
¢ Dixon Technologies fortunes hinge on scale up of mobile biz

¢ Some money may flow into gold, realty and high value white goods due to
withdrawal of Rs 2,000 notes from circulation

e Wistron exits Apple India biz after tripping over scale, work culture
Global News

e Abb launches the new CC7500 rectifier
e Cummins to acquire parts of Faurecia’s commercial vehicle exhaust business

e Cummins announces engine production milestones for its Rocky Mount and
Jamestown engine plants while planning for the future

e Elgi announces energy saving dryer at the 2023 AICD conference

Deepak Sonawane: General Insurance Corp. of India (GICRE IN): Much
Improved Combined Ratio and Profitability—Maintain OP & Raise TP by 28%

Growth remains subdued: GICRE reported overall GWP YoY de-growth of 28% in
Q4FY23 mainly on account of conscious management calls to improve underwriting
quality. The company reported domestic GWP (69% of overall FY23 GWP) de-
growth of 9% YoY in FY23, while international business GWP reported de-growth of
26% YoY in FY23 (31% of overall FY23 GWP). On Segmental basis:

(i) Fire segment reported 2% YoY growth in FY23; (ii) In Agri book, GWP declined
36% YoY since GICRE has been selective in choosing insurance partners &
geographies and treaty construct; (iii) Motor book reported YoY de-growth of 39%
in FY23 on account of regulatory cut down in domestic obligatory cession to 4%
from 5% recently and GICRE coming out of several foreign Motor treaties; and (iv)
Health (incl. PA) reported 8% YoY growth in FY23 mainly on account of higher
domestic health direct insurance industry growth.

Combined Ratio improving: GICRE reported much improved combined ratio to 89%
in Q4FY23 compared to 114% in 9SMFY23. For FY23, the company reported a
combined ratio of 109% comapred to 112% in FY22. This was mainly on account of
improved claims ratio to 91% in FY23 vs 93% in FY22. Domestic book reported
improved combined ratio of 95% in FY23 vs 103% in FY22. Howvere the
International book continued to report higher combined ratio at 138% in FY23 vs
127% in FY22.

Domestic combiend ratio has improved primarily on account of sharp imprvement
in Health&PA segmnent at 100% for FY23 vs 118% in FY22. The deterioration in
International business combined ratio is mainly due to higher combined ratio in
International Motor segment at 148% in FY23 vs 119% in FY22.

Segmental combined ratio: (i) Fire portolfio reported higher combined ratio of
136%/88% in international/domestic business in FY23 vs 136%/78% in FY22
respectively, (ii) Motor domestic combined ratio was at 100% in FY23 vs 96% in
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FY22 as against general insurance industry which reported elevated motor
combined ratios; whereas motor international continues to report elevated
combined ratio which was at 148% in FY23 as compared to 119% in FY22 (iii)
Health & PA reported improved domestic combined ratio to 100% in FY23 vs 118%
in FY22 in-line with general insurance industry, and (iv) Agri portolfio reported
steady domestic combined ratio of 103% in FY23 vs 105% in FY22 as company is
selective on offering capacities in agri reinsurance and company has taken some
release of claims reserves.

Profitability getting better: GICRE reported net profit of Rs25.6bn/63.1bn in
QA4FY23/FY23 vs NP of Rs17.9bn in Q4FY22 and a profit of Rs20.0bn reported in
FY22 on account of improved combined ratio and higher investment income.

Valuation & Risks: We continue to maintain Outperform rating and we increase our
TP to Rs230 per share from Rs180 earlier on account of revision in our growth,
Underwriting ratios investment income estimates for FY24/FY25. We continue to
value GICRE using our DCF model on reported NP (excluding gain on sale of equity
investments) and then add 75% of fair value change account to arrive at our target
price. We expect GICRE to report improved performance here on, thus we believe
that it is trading at a comfortable FY25E PE of ~4.8x. The main downside risk to TP
is further catastrophic events that materially raise claims ratio for international
book in particular and higher combined ratio in motor book going ahead.

Darpin Shah: HDFC Bank (HDFCB IN): Set to become larger and larger—
Maintain OP

At the HDFCB’s Analyst day (link to the PPT), the mgmt., indicated its intent to
maintain higher credit growth momentum (not at the cost of quality and margins)
even on a higher base (merged entity), continue investments i.e. expand network
(add 1500 branches p.a. in under-penetrated markets), and IT and digital
capabilities. Despite the aggressive investment plans and merger, the mgmt. guides
for maintaining RoAAs in the range of 1.9-2.1% from the first day of the merger. On
the merged entity, as the NIMs dip, lower opex and LLPs will provide some cushion.
However, given the lower leverage, RoEs are expected to moderate in the near
term and normalise over the period of three years (post-merger). With the
improvement in productivity (as the full impact of branch expansion will be visible),
the bank expects C/I to dip <30% (from current levels of 40-41%) led better income
growth over the next 8-10yrs.

On the deposits front, with faster branch expansion in under-penetrated markets,
~60-70% of HDFC Ltd. customers not having liability a/c with the bank, a mere 14%
penetration in the TD segment (within own customers), along with the continued
focus on customer engagement and a 60% of the branches with <10yr vintage, the
mgmt. expects the deposits growth momentum to sustain here-on as well.

On merger, the mgmt. expects to complete the merger in the next 4-5 weeks with
lots of background work already completed. The power of home loan product will
change how customer engagement happens and it will be a game changer, as the
long tenor mortgage customers makes the customer sticky and makes the cross
sell easy, as per the Mgmt. While the bank will continue with the open architecture
in the life insurance distribution, HDFC Life’s business is expected to see a bump
up. Further, there’s huge under-penetration in the other subs customer base as-
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well, which offers opportunities for sustained and higher growth. On HDB, the
communication from RBI is still pending for the road map for the same.

The bank has added 3x NTB customers in FY23 vs FY18 and ~55% of the customers
have >3yr vintage with the bank (where-in the bank cross sold avg 3 products per
customer). Along with merger, it offers huge scope for cross sell of products.

View and Valuation: We believe HDFCB is well placed to report a sustained growth
momentum and report healthy return ratios. Here-on, the growth momentum,
traction in deposits and NIM trajectory will be the key. We have not yet factored
merger yet in our estimates. We have maintained our OUTPERFORM rating with a
SOTP of Rs 1,978 (unchanged), valuing the bank at 3.0x Mar-25E ABV (unchanged).
Risks: (i) No improvement in NIMs, (ii) slower than expected credit and deposits
growth, (iii) attrition at the Sr. management level.

Gaurang Kakkad: Metro Brands Ltd (METROBRA IN): Store Addition
Momentum Remains Strong & Margin Guidance Intact—Maintain OP & Raise TP
by 3%

LTL Growth of 29.8% YoY Driven By Store Expansion of 18.4% YoY

METROBRA IN results were a mixed bag with revenue ahead of our estimates while
margins were a miss to our estimates. Consolidated revenue grew by 35.0% YoY
(on LTL basis ex-Cravatex revenue grew by 29.8% YoY) driven by strong network
expansion (+18.4% YoY). Gross margins contracted by 143bps YoY to 55.9%. while
EBITDA Margins contracted by 582bps YoY to 26.4% (well below its guided range of
30-35%) driven by higher employee expenses (+88bps YoY as % of sale) and other
expenses (+352bps YoY as % of sales). Ex-FILA acquisition, Gross/ EBITDA Margins
stood at 57.2% (flat YoY)/ 29.7% (-275bps YoY). PBT grew by 0.7% YoY while PAT
declined by 1.1% YoY due to higher tax rate of 28.2% (vs. 26.6% in base quarter). In
Q4, the Company added 19 stores (net) during the quarter taking the total store
count to 739. The company added 9 stores each for Mochi & Metro and 2 stores of
‘FitFlop’. In FY23, revenue/ EBITDA/ Adj. PAT grew by 58.4%/65.9%/70.6% YoY
respectively while gross/ EBITDA Margins expanded by 21/144bps to 58.1%/31.9%.
The company announced final dividend of Rs1.5/share taking the total dividend for
the year to Rs4.0/share implying dividend pay-out ratio of ~29%.

Management Aims To Drive 18% Revenue CAGR

The key takeaways from Q4 results were 1) strong store addition trajectory
continues in Q4 with network increasing by 18.4% YoY and 2.6% QoQ, 2) target to
open 200 stores across formats over the next two financial years, 3) maintaining
guidance of 55-57% gross margin/ 30-33% EBITDA Margins and 15-17% PAT
margins, 4) e-commerce channel growth momentum remaining robust, 5) Cravatex
restructuring on-going (liquidation of excess inventory, rationalization of
distribution) and will continue in H1FY24 and 6) management highlighted growth
to moderate as pent-up demand and wardrobe refresh by consumers subside,
however it will maintain its 18% CAGR growth momentum. Out of our footwear
coverage universe, METROBRA is our top pick driven by (i) opportunities to expand
its store network in existing as well as new cities across formats, (ii) filing portfolio
gaps through acquisitions and third party brands to ensure no white spaces and (iii)
strong brand positioning aiding the company in driving robust growth in higher
price points (Rs3000+ price points) and (iv) ability to scale business by maintaining
margins in a bandwidth.
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Valuation & Recommendation

We cut our FY24E EPS estimates by 1.5% to account for longer than expected turn
around time Cravatex business and increase FY25E EPS by 3.4% as margins are
expected to recover. Our revised TP stands at Rs1,075 (earlier Rs1,040) based on
our Mar25 EPS of Rs19.5. Our target P/E multiple is 55x. We maintain our
OUTPERFORM rating on the stock.

Anish RANKAWAT: Amara Raja Batteries (AMRJ IN): Entering the Li-ion capex
cycle —Maintain OP & Cut TP by 7%

Q4FY23 earnings: AMRIJ reported revenue of Rs 24,292mn which declined 8%QoQ
and down by 7% versus consensus est. EBITDA margin for Q4FY23 came in at
13.9%, down 110bps QoQ and in line with consensus estimates. Gross margin
declined 40bps QoQ to 33%. Company has recognized a loss of Rs.4.9bn on account
of damage caused to its PPE and inventories due to fire at its Chittoor plant in
Andhra Pradesh. Hence, adjusted PAT at Rs.1,856mn was down 17%QoQ and 9%
below consensus. For FY23, revenue came in at Rs.103.8bn up 19%YoY. EBITDA
margin came at 13% vs 11.8% in FY22. PAT at Rs.6.9bn was up 36%YoY.

All segments grew barring Tubular which was impacted by the fire incident: In
FY23, volumes improved YoY across segment except Tubular as there was fire
damage at the plant. 4W aftermarket volumes grew 9-10% while OEM growth was
15%. 2W volumes grew 20% in both OEM and aftermarket on a low base. Tubular
segment sales were flat post the fire incident. Exports were strong with 13-15%
growth. Volumes in Q4 were up 6-7% for both OEM and aftermarket 4Ws while 2W
growth came at 20% YoY. Industrial segment was up 7% in the quarter and Tubular
volumes de-grew. Going forward, the outlook for replacement and OEM demand is
positive as per the management. The Company is working to reinstating the
Tubular plant and till then it can use its traded channel for deliveries.

New energy business with Rs13bn investment plans: The New Energy Business
revenue for FY23 grew 3.5x YoY to Rs2.5bn with EBITDA margin of 3-4%. Currently
the operations include sales of battery packs and chargers to telecom and 3W
segment. Management expects to grow 3x in FY24 to Rs.7.5bn with a growth in the
current applications and some order wins in the 2W OEMs segment. Construction
of the cell plant at Telangana is expected to be completed within 18-24 months
and another 6m to ramp up production to 2GWh of NMC chemistry. Technology
development for li-ion cells will be in 3 steps, first will be commercial qualification
by extending the in-house R&D facilities along with other partners. This will include
developing pilot products and customer approvals. The plant will be capable of
manufacturing LFP cells as well. By FY32, it will be at 16Gwh capacity.

Maintain OP while factoring in de-rating on increasing competition: With higher
RM costs we have lowered out margin expectation for FY24/25 by 60bps each. Our
earnings is lower by 5%/6% respectively. FY23 earnings grew 45% YoY to Rs 7.4bn.
On this high base we expect FY23-24E earnings growth of 9% CAGR. We lower our
target multiple from 15x to 14x on slower growth and roll over earnings base from
sept’24 to FY25. Our revised TP is Rs721 (Rs775 earlier). It is currently trading at
12x FY25 eps. Maintain outperform. A lower target PER incorporates the de-rating
on electrification and since the battery industry is moving from a duopoly to more
competitive structure as giants like Reliance, OLA are entering into the Li-ion cell
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manufacturing. Slower transition in 4Ws and relevance of Lead Acid for low voltage
usage in cars are favoring AMRJ.

Risks: Industry slowdown, Lead prices, rapid electrification.

Rahul Gajare: Cummins India (KKC IN): Good Show—Maintain OP & Raise TP
by 7%

Cummins India (CIL) reported solid performance during Q4FY23, beating our
estimates on all parameters. Revenue grew 29% YoY aided by both domestic and
overseas business. The company reported strong EBITDA margin at 16.9% (up
310bps), aided by gross margin (up 70bps) and cost saving measures, which saw its
PAT surge 68% YoY during the quarter. CIL is geared up for the changes in emission
effective July’23 with improved and efficient product lineup. We like the company
on the back of (1) strong demand drivers across sectors, (2) strong technology
support from Cummins Inc., and (3) strong aftermarket business. The company
over the years has gained market share across product categories on the back of
new products and technology along with an unparalleled distribution & service
network. Having revised up our earnings by 5-7% over FY24-25, we now expect
19% earnings CAGR over FY23-25 and are positive on the long-term prospects of
CIL. We value the company based on 32x (unchanged) our revised Mar-25 EPS of
Rs58.8 to arrive at our revised target price of Rs1,880 (Rs1,750 earlier). Maintain
Outperform.

Results Highlights

At Rs19.3 bn, the revenue grew 29% YoY, indicating steady pickup in demand both
from domestic (up 33% to Rs14 bn) as well as exports (up 17% to Rs4.9 bn). With
70bps gross margin improvement and prudent cost management, CIL reported a
significant 310bps jump in EBITDA margin to 16.9%. Thus, EBITDA at Rs3.3 bn
jumped 58% YoY during the quarter. Consequently, PAT surged 68% YoY to Rs3.2
bn, driven by strong operating performance and other income. For FY23, revenue
grew 26% YoY to Rs77.4 bn with 160bps expansion in EBITDA margin to 16.0%. PAT
grew 50% YoY to Rs11.3 bn. Continued government spending on infrastructure
along with new CPCB 4 norms from Jul’23 is likely to continue to drive growth
along with pre-buying in powergen. While exports held up well, inflation could hurt
near term consumption.

Hitesh Gulati: Life Insurance Corporation of India (LICI IN): Steady Quarter—
Maintain OP & Cut TP by 5%

Result highlights: LIC reported total APE and Individual APE growth for FY23 of 12%
and 9% YoY respectively. However, overall APE was down in Q4FY23 by 8% YoY
mainly on account of 38% YoY de-growth in group APE while Individual APE
reported 4% YoY growth. We expect LIC's overall APE to grow at 6% CAGR over
FY23-25. LICI reported improved VNB Margin (Post Deduction) of 16.2% in FY23
(19.4% in Q4FY23) compared to 15.1% reported in FY22. The improvement in VNB
margin in FY23 from FY22 can be explained by (a) negative impact of 90bps due to
change in certain product benefits (increased Annuity rates, increased sum
assured, guaranteed rates etc.), (b) positive impact of 180bps due to a change in
assumptions mainly in risk free rates amidst rising interest rate regime, and (c)
20bps positive impact on account of operating assumption changes. We expect
LIC’s VNB margin to reach ~20% by FY25 from 16% in FY23. In the Individual
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business, on an APE basis, the share of Non Par Business (including ULIP) was at
8.9% for FY23 compared to 7.1% for FY22.

Significant increase in accounting Net profit: Accounting NP for FY23 was Rs364bn
significantly higher than Rs.40.4n for FY22. This is due to transfer of an amount of
Rs227bn (net of tax), pertaining to the accretions on the available solvency margin,
from non-par to shareholders account.

Low Impact of change in taxation announced during Budget 2023: According to LIC,
only 3.4% of overall APE belongs to the high ticket size category where annual
premium is greater than Rs0.5mn and most of this is in the par category. Thus
impact of the new tax regulations announced during Budget 2023 will be minimal
going forward.

Segmental Margins:

For LIC, individual Par business VNB margins (pre deductions) have improved from
13.6% in FY22 to 14.6% in FY23.

Individual Non Par business (including ULIP) reported decline in VNB margins (pre
deductions) to 70.4% in FY23 from 104% reported in FY22, mainly on account of (a)
revision in annuity rates (effected from Oct’22) to remain competitive, (b) higher
guaranteed returns being offered by in Non-Par savings product that were recently
launched, and (c) higher growth reported in lower margin ULIP segment.

Group business (60% of group GWP is fund based and majority of remaining 40% is
group Annuity) for LIC reported improved VNB margins (pre deductions) of 22.1%
in FY23 vs 19% in FY22 mainly on account of higher growth in group annuity.

EV Summary: For FY23, LIC reported EV of Rs5.82trn (YoY growth of 8%) mainly led
by (i) expansion in VNB margins as explained above, (ii) higher unwinding rate of
7.7% in FY23 vs 4.8% reported in FY22. In addition, LIC reported positive
persistency variance of Rs45.8bn, positive Mortality variance of Rs38.3bn and
positive miscellaneous variance of Rs21.4bn, while opex variance was negative at
Rs10.1bn in FY23 on account of increase in employee expenses provision for wage
revision done in FY23. LIC also reported a positive operating assumption change of
Rs20.6bn vs negative Rs52.4bn taken in FY22. As a result, EVOP for LIC reported
growth of 6% YoY to Rs589bn in FY23 resulting in ROEV of ~11%.

Valuation: We maintain Outperform rating but reduce our TP to Rs740 per share
from Rs780 per share as we marginally cut our EVOP growth CAGR estimate to 9%
over the period FY23-25 from 10% earlier on. Our valuation is based on a two-stage
Gordon Growth model which computes a target 6.8x FY25 P/EVOP which we apply
to our EVOP estimate implying 0.6x FY25 P/EV. Our target multiple for LIC is at a
significant discount to current trading multiple for all 4 listed peers and thus we
feel our multiple is reasonable. The main risks to our rating (a) changes in LICs
Policyholder’s surplus policy may reduce the attractiveness of its par products; and
(b) EV might show cyclicality given Investment variance is a significant contributor.
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substantial risk and are not suitable for all investors. You should also bear in mind that recommendations in this research report are not tailor-made for you. The analyst has not taken into account
your unique financial circumstances, such as your financial situation and risk appetite. You must, therefore, analyze and should, where applicable, consult your own legal, tax, accounting, financial
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and other professional advisers to evaluate whether the recommendations suits you before investment. Neither HTISG nor any of its directors, employees or agents accepts any liability whatsoever
for any direct or consequential loss arising from any use of the materials contained in this research report.

HTISG and our affiliates, officers, directors, and employees, excluding the analysts responsible for the content of this document, will from time to time have long or short positions in, act as principal
in, and buy or sell, the securities or derivatives, if any, referred to in this research report. Sales, traders, and other professionals of HTISG may provide oral or written market commentary or trading
strategies to the relevant clients and the companies within HTISG that reflect opinions that are contrary to the opinions expressed in this research report. HTISG may make investment decisions that
are inconsistent with the recommendations or views expressed in this research report. HTl is under no obligation to ensure that such other trading decisions, ideas or recommendations are brought
to the attention of any recipient of this research report.

Please refer to HTI's website www.equities. htisec.com for further information on HTI's organizational and administrative arrangements set up for the prevention and avoidance of conflicts of interest
with respect to Research.

Non U.S. Analyst Disclosure: The HTI analyst(s) listed on the cover of this Research is (are) not registered or qualified as a research analyst with FINRA and are not subject to U.S. FINRA Rule 2241
restrictions on communications with companies that are the subject of the Research; public appearances; and trading securities by a research analyst.

DISTRIBUTION AND REGIONAL NOTICES

Except as otherwise indicated below, any Recipient wishing to discuss this research report or effect any transaction in any security discussed in HTI's research should contact the Haitong International
salesperson in their own country or region.

Notice to Hong Kong investors: The research report is distributed by Haitong International Securities Company Limited (“HTISCL”), which s a licensed corporation to carry on Type 1 regulated activity
(dealing in securities) in Hong Kong. This research report does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFQ. This research report
is only to be circulated to "Professional Investors" as defined in the SFO. This research report has not been reviewed by the Securities and Futures Commission. You should not make investment
decisions solely on the basis of the information contained in this research report. Recipients of this research report are to contact HTISCL salespersons in respect of any matters arising from, or in
connection with, the research report.

Notice to U.S. investors: As described above, this research report was prepared by HTIRL, HSIPL or HTIJKK. Neither HTIRL, HSIPL, HTIJKK, nor any of the non U.S. HTISG affiliates is registered 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 to
“major U.S. institutional investors” and “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.
When distributing research reports to “U.S. institutional investors,” HTI USA will accept the responsibilities for the content of the reports. 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 Haitong International Securities (USA)
Inc. (“HTI USA”), located at 340 Madison Avenue, 12th Floor, New York, NY 10173, USA; telephone (212) 351 6050. HTI USA is a broker-dealer registered in the U.S. with the U.S. Securities and
Exchange Commission (the “SEC”) and a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”). HTI USA is not responsible for the preparation of this research report nor for the
analysis contained therein. Under no circumstances should any U.S. recipient of this research report contact the analyst directly or effect any transaction to buy or sell securities or related financial
instruments directly through HSIPL, HTIRL or HTIJKK. The HSIPL, HTIRL or HTIJKK analyst(s) whose name appears in this research report is not registered or qualified as a research analyst with FINRA
and, therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. Investing
inany non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with,
or be subject to U.S. regulations. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards
and regulatory requirements comparable to those in effect within the U.S. The value of any investment or income from any securities or related financial instruments discussed in this research
report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments. All inquiries by U.S. recipients should be directed to:

Haitong International Securities (USA) Inc.
340 Madison Avenue, 12! Floor

New York, NY 10173

Attn: Sales Desk at (212) 351 6050

People’s Republic of China (PRC): In the PRC, the research report is directed for the sole use of those who receive the research report in accordance with the applicable PRC laws and regulations.
Further, the information on the research report does not constitute "production and business activities in the PRC" under relevant PRC laws. This research report does not constitute a public offer
of the security, whether by sale or subscription, in the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the security or any beneficial interest therein
without obtaining all prior PRC government approvals or licenses that are required, whether statutorily or otherwise. Persons who come into possession of this research are required to observe
these restrictions.

Notice to Canadian Investors: Under no circumstances is this research report to be construed as an offer to sell securities or as a solicitation of an offer to buy securities in any jurisdiction of Canada.
Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and
only by Haitong International Securities (USA) Inc., a dealer relying on the “international dealer exemption” under National Instrument 31-103 Registration Requirements, Exemptions and Ongoing
Registrant Obligations (“NI 31-103") in Alberta, British Columbia, Ontario and Quebec. This research report is not, and under no circumstances should be construed as, a prospectus, an offering
memorandum, an advertisement or a public offering of any securities in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this
research report, the information contained herein or the merits of the securities described herein and any representation to the contrary is an offence. Upon receipt of this research report, each
Canadian recipient will be deemed to have represented that the investor is an “accredited investor” as such term is defined in section 1.1 of National Instrument 45-106 Prospectus Exemptions or,
in Ontario, in section 73.3(1) of the Securities Act (Ontario), as applicable, and a “permitted client” as such term is defined in section 1.1 of NI 31-103, respectively.

Notice to Singapore investors: This research report is provided in Singapore by or through Haitong International Securities (Singapore) Pte Ltd (“HTISSPL”") [Co Reg No 201311400G. HTISSPL is an
Exempt Financial Adviser under the Financial Advisers Act (Cap. 110) (“FAA”) to (a) advise on securities, units in a collective investment scheme, exchange-traded derivatives contracts and over-the-
counter derivatives contracts and (b) issue or promulgate research analyses or research reports on securities, exchange-traded derivatives contracts and over-the-counter derivatives contracts. This
research report is only provided to institutional investors, within the meaning of Section 4A of the Securities and Futures Act (Cap. 289). Recipients of this research report are to contact HTISSPL via

45



the details below in respect of any matters arising from, or in connection with, the research report:
Haitong International Securities (Singapore) Pte. Ltd.

10 Collyer Quay, #19-01 - #19-05 Ocean Financial Centre, Singapore 049315

Telephone: (65) 6536 1920

Notice to Japanese investors: This research report is distributed by Haitong International Securities Company Limited and intended to be distributed to Financial Services Providers or Registered
Financial Institutions engaged in investment management (as defined in the Japan Financial Instruments and Exchange Act ("FIEL") Art. 61(1), Order for Enforcement of FIEL Art. 17-11(1), and related
articles).

Notice to UK and European Union investors: This research report is distributed by Haitong International Securities Company Limited. This research is directed at persons having professional
experience in matters relating to investments. Any investment or investment activity to which this research relates is available only to such persons or will be engaged in only with such persons.
Persons who do not have professional experience in matters relating to investments should not rely on this research. Haitong International Securities Company Limited’s affiliates may have a net
long or short financial interest in excess of 0.5% of the total issued share capital of the entities mentioned in this research report. Please be aware that any report in English may have been published
previously in Chinese or another language.

Notice to Australian investors: The research report is distributed in Australia by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong
International Securities (UK) Limited in reliance on ASIC Corporations (Repeal and Transitional) Instrument 2016/396, which exempts those HTISG entities from the requirement to hold an Australian
financial services license under the Corporations Act 2001 in respect of the financial services it provides to wholesale clients in Australia. A copy of the ASIC Class Orders may be obtained at the
following website, www.legislation.gov.au. Financial services provided by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong
International Securities (UK) Limited are regulated under foreign laws and regulatory requirements, which are different from the laws applying in Australia.

Notice to Indian investors: The research report is distributed by Haitong Securities India Private Limited (“HSIPL"), an Indian company and a Securities and Exchange Board of India (“SEBI") registered
Stock Broker, Merchant Banker and Research Analyst that, inter alia, produces and distributes research reports covering listed entities on the BSE Limited (“BSE”) and the National Stock Exchange of
India Limited (“NSE”) (collectively referred to as “Indian Exchanges”).

Name of the entity: Haitong Securities India Private Limited

SEBI Research Analyst Registration Number: INH000002590

Address : 1203A, Floor 12A, Tower 2A, One World Center

841 Senapati Bapat Marg, Elphinstone Road, Mumbai 400 013, India

CIN U74140MH2011FTC224070

Ph: +91 22 43156800 Fax:+91 22 24216327

Details of the Compliance Officer and Grievance Officer : Prasanna Chandwaskar : Ph: +91 22 43156803; Email id: prasanna.chandwaskar@htisec.com

“Please note that Registration granted by SEBI and Certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors”.

This research report is intended for the recipients only and may not be reproduced or redistributed without the written consent of an authorized signatory of HTISG.
Copyright: Haitong International Securities Group Limited 2019. All rights reserved.

http://equities.htisec.com/x/legal.html
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