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Midea Group

Midea doubles down on robotics as
cooperation with KUKA strengthens (000333:CH)

Midea speeds up consolidation of KUKA. The KUKA Executive Board has Rating Buy
decided to merge the China divisions of both its General Industry

Business and its subsidiary Swisslog Holding AG—which specializes in Issuing analyst:

integrated automation solutions for hospitals, warehouses and Steven Liu, CFA, PhD (CE No.: AM0971)
distribution centers—with Midea. KUKA and Midea will each hold a 50% Stevenliu@csci.hk +852 3465 5652

stake in the JV. Meanwhile, a robot park will be built in Midea’s

headquarters Shunde in the manufacturing heartland of Guangdong Date: 26 March 2018

Province, eying a capacity of 75,000 robots (with a total capacity of

100,000 robot units including existing capacities) by 2024. Share price performance
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Midea better poised to ride the automation wave. As part of the

Industry Internet drive, Midea’s deepened cooperation with KUKA will 33%
13% |

accelerate the world’s largest home appliance maker’s transformation -
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into an industrial automation powerhouse. This follows a tie-up with §§898g9g8ge8¢8
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YASKAWA in 2015 to gatecrash into the robotics field, its acquisition of ‘B EEEEEEEEEEE
KUKA in 2016 to extend to robotics hardware manufacturing and the ESOE G| _EIEEE

purchase of Servotronix in 2017 to complement KUKA’s weakness in the
robot control systems area.

The latest move puts Midea in a better position to reap the benefits of
the wave of automation sweeping across China, the world’s biggest
market for industrial robots.

Earnings forecast. We predict Midea to have EPS of RMB2.65/3.23/3.87
for 2017-2019, corresponding to 21x/17x/14x PER. Maintain Buy.

Risk factors: stiffening competition in the home appliance market;
volatility in raw material prices and labor supply.
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Earnings forecast

%k (BRhfze) Fligk (BfifzT)

SRR 2016 2017E 2018E 2019 &iMERE 2016  2017E  2018E  2019E

Fangrs 1206.21  1369.30  1528.95 1810.74 EMHRA 1598.42 2455.17 2860.27 3280.73
4 271.69 108.29  588.82  340.11 EilfiAk 1156.2  1826.6 21252  2433.0
SO 134.55 20035  206.51  260.61 EVELL M 10.77 15.72 18.78 20.40
Hw MK 11.40 26.02 17.34 31.17 Bk ERH 176.78  269.45 31021  355.82
LIS 15.87 31.05 18.76 38.53  FEIEH] 96.21  153.42  173.61  197.17
b 156.27  299.57  209.89  367.80 4% %A -10.06 9.55 0.29 1.00
Fofh 616.43 704.02  487.63 77252  HpUuEUER Sk 3.81 5.87 3.24 451

RS HE= 499.79 645.43 710.32 761.68 A LM 1.17 1.30 0.99 3.00
KA % 22.12 22.12 22.12 2212 HHERGEE 12.86 26.80 29.00 32.30
Ii] & %7 210.57  399.48 44535  473.64 ENVFHE 17436  200.33 25641  301.25
S A 68.69 90.06 97.87 106.60  EHLAMEA 18.19 25.60 20.29 29.80
HoAth 198.42 133.77 14498  159.33 EAMSZH 3.40 5.72 5.69 4.94

Hr= kit 1706.01  2014.73  2239.27 2572.43 FEEE 189.15  220.21  271.01  326.11

T ffR 891.84  1122.88 120547 1367.07 Jii{3Hi 30.53 35.23 43.36 52.33
S S 30.24 43.39 37.61 37.08  HFIE 158.6 18498  227.65  273.78
REA IR 253.57 40821  367.42 52111 /DEURERMNN 11.78 10.80 15.00 19.00
Fofh 608.03  671.28  800.43  808.88 JHBRFAFIVEFIHE 146.8 17418  212.65  254.78

RS FH 124.40 82.42 69.62 57.28 EPS (D) 2.27 2.65 3.23 3.87
K 70.73 67.23 52.39 35.09
FHoth 53.67 15.18 17.23 22.19

il w=ans 1016.24 120530  1275.09 142435 EXEMFLER

IHUB FRGE 78.50 89.25 10419  123.11 AHERE 2016  2017E  2018E  2019E

HB AR A 611.27 720.18  859.99 1024.97 RRKBESH

TURAE RIS 1706.01  2014.73  2239.27 2572.43 El K E 14.88% 53.60% 16.50%  14.70%

RERER (B0 BV KR 16.89%  14.40% 27.98%  16.89%

LEENER 204.09 7830  668.79 -61.25  ARRARLEE KR 15.56%  18.15%  22.05%  19.83%
HFIE 158.62 184.26 22670 27267 BizRh
HrIH M4 0.00 48.21 58.45 67.89 EHEFTSHER 1.06 1.31 1.34 1.36
55 3% -10.06 9.55 0.29 1.00  IRCKFR R ER 13.35 14.59 13.99 13.98
PSSP N -12.86 -26.80 -29.00 -32.30 AR B 5.40 5.49 5.45 5.45

B8R &) 59.72  -123.82  408.76  -368.37 IR (GT)

BBIESIER 8.68 -13.10 3.60 212 TEIBWC AR (R ) 2.27 2.69 3.28 3.93
BEAH -122.95  -165.94 -95.91 -82.18  WRALEIWNEIGH ML)  3.14 1.21 10.31 -0.94
Hofh 39.61  230.35 53.92 36.95 BRI BEF (BT i) 10.68 12.53 14.93 17.78

EVEIIUER 6.77 0.00 0.00 0.00 fHfELE
T -76.58 64.41 -41.99 -45.23  PJE 25.2 21.23 1739 1451
KR K 73.51 -75.77 9235  -105.29 P/B 0.81 5.07 424 356

P v 3 A -8.97 13.14 5.77 -0.53 EV/EBITDA 2.21 14.00 9.93 895

Please read the disclaimer on the last page.



http://www.hibor.com.cn/

G]’_ﬂ} PISEREE :

Listed company brief

Research Institutional Sales & Trading

LIU Taisheng, Steven
TMT

(852) 3465 5652
stevenliu@csci.hk

CHAN Ka Yeung, Duncan
Commodity

(852) 3465 5654
duncanchan@csci.hk

TIAN Yang
Automotive

(852) 3465 5775
tianyang@csci.hk

SUN Lingxiao, Roger
Industrials

(852) 3465 5785
rogersun@csci.hk

YAO Xue, Snowy
Power & coal
snowyyao@csci.hk
+852 3465 5675

SHEN Xiangfei, Thomas
(852) 3465 8689
thomasshen@csci.hk

XU Qiwen
(852) 3465 8690
xugiwen@csci.hk

XIANG Xinrong, Ron
(852) 3465 5633
ronxiang@csci.hk

HO Wen Hao, Jack
(852) 3465 5685
jackho@csci.hk

WANG Zhuo, Gary
(852) 3465 8655
wangzhuo@csci.hk

LEE Ying Ju, Rose
(852) 3465 5707
roselee@csci.hk

LI Jiageng, Mike
(852) 3465 5636
mikeli@csci.hk

XIA Tian
(852) 3465 5670
xiatian@csci.hk

XU Xiaowei, Vincent
(852) 3465 5795
vincentxu@csci.hk

Please read the disclaimer on the last page.



mailto:stevenliu@csci.hk
mailto:tianyang@csci.hk
mailto:rogersun@csci.hk
mailto:ronxiang@csci.hk
mailto:34655685/jackho@csci.hk
mailto:wangzhuo@csci.hk
mailto:roselee@csci.hk
mailto:mikeli@csci.hk
mailto:xiatian@csci.hk
http://www.hibor.com.cn/

PIEEREE _

Listed company brief

Company Rating Definition

The Benchmark: Hong Kong Hang Seng Index; Time Horizon: 12 months

Buy 12-month absolute total return: >=10%
Hold 12-month absolute total return: >-10% but <10%
Sell 12-month absolute total return: <=-10%

Disclosure of Interests
As of the date of this report,

1. The research analysts primarily responsible for the preparation of all or part of this report hereby certify that:
(i) the views expressed in this research report accurately reflect the personal views of each such analyst about the subject securities and
issuers; and
(ii) no part of the analyst’s compensation was, is, or will be directly or indirectly, related to the specific recommendations or views
expressed in this research report.
2. The research analysts primarily responsible for the preparation of all or part of this report, or his/her associate(s), do not have any interest

(including any direct or indirect ownership of securities, arrangement for financial accommodation or serving as an officer) in any company
mentioned in this report,

3. This report has been produced in its entirety by China Securities (International) Brokerage Company Limited (“China Securities (International)”)
(CE Number: BAU373, regulated by the Securities and Futures Commission in Hong Kong)
4, China Securities (International) and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary

trading or agency broking in relation to securities have no financial interest, in aggregate, equal to or more than 1% of the market capitalization
in the stocks reviewed in this report.

5. China Securities (International) and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary
trading or agency broking in relation to securities may receive compensation from or mandates for investment banking services in the past 12
months from listed corporations whose stocks are being reviewed by China Securities (International) in this report.

6. China Securities (International) and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary
trading or agency broking in relation to securities do not have any individual employed by or associated with them serving as an officer of a
listed corporation whose stocks are being reviewed by China Securities (International) in this report.

7. China Securities (International) and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary
trading or agency broking in relation to securities may act as the market markers in the stocks reviewed by China Securities (International) in
this report.

Disclaimer

This report is for information purposes only and should not be construed as an offer to sell or to solicitation of an offer to buy or sell any securities in
any jurisdiction. The securities referred to in this research report may not be eligible for sale in some jurisdictions. This information contained in
this report has been compiled by China Securities (International) from sources that it believes to be reliable and the opinions, analysis, forecasts,
projections and expectations contained in this report are based on such information and are expressions of belief only and no representation, warranty
or guarantee is made or given by China Securities (International) or any person for its accuracy or completeness.  All opinions and estimates expressed
in this report are (unless otherwise indicated) entirely those of China Securities (International) as of the date of this report only and are subject to
change without notice. Such opinions and estimates may be different from or contrary to the opinions presented by the other business departments,
units or affiliates of China Securities (International), as different assumptions and standards, different views and analytical methods may be adopted
in the preparation of such other materials, and China Securities (International) is under no obligation to bring such other materials to the attention of
any recipient of this report. Neither China Securities (International) nor its holding companies and affiliates accept any liability whatsoever for any
direct or consequential loss arising from any use of material contained in this report or otherwise arising in connection therewith.

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investors. The value of or income from
any investment referred to herein may fluctuate and be affected by changes in exchange rates. Past performance is not indicative of future results.
This report does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are
expected to make their own investment decision without relying on this publication. Before entering into any transactions in any securities referred
to in this research report investor should consider their own individual investment objectives and financial situation and seek professional financial,
tax and legal advice, as necessary.

This report is strictly confidential to the recipient. It is being supplied to you solely for your information and may not be reproduced, redistributed
or passed on, directly or indirectly, to any other person or published, in whole or in part, for any purpose. The distribution of this report in other
jurisdictions may be restricted by law, and persons into whose possession this report comes should inform themselves about, and observe, any such
restrictions. By accepting this report you agree to be bound by the foregoing instructions.
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