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Lead Intelligent (300450.SZ): Revise up 2019E order from CATL, TP up
by 7%; reiterate Buy rating

We visited Lead Intelligent’s headquarters in Wuxi on December 13 and checked the JS&;‘%S’&?%&‘Q
N )
latest order outlook by business segment with management: jacqueline.du@ghsl.cn

Beijing Gao Hua Securities Company
Limited

For hattery equipment:

B CATL: expanded 20-25 battery production lines in 2018 (we estimate this to
equate to +20GWh of incremental capacity from Ningde Huxi factory, Liyang
factory and CATL-SAIC JV). Lead Intelligent expects another 30 production lines.
This is consistent with CATLs recent announcement on Nov 28 that it was
applying for a bank loan facility of Rmb110bn for the Liyang factory's phase |l
expansion of up to 20GWh. Accordingly, we revise up our 2019E equipment
order estimates.

®  Samsung SDI: Yicai News reported that Samsung SDI will invest Rmb10.4bn to
expand China battery capacity in Xi‘an (or Tianjin). However, according to our
Korea technology team, Samsung SDI management has commented that
nothing has been decided officially. As the plan is not finalized we do not
include it in our base case assumption, but we present an order/EPS
sensitivity analysis below (Exhibit 3) in order to gauge the potential upside
for Lead Intelligent.

B Panasonic: Its capacity expansion plan in China is dependent on Tesla’s EV
production volume ramp-up. Tesla's Shanghai factory is still at the early stage of
construction, and we expect it will partly begin production from 2H2019.

® LG: From its Nanjing factory, with plans for 32GWh (22.3/4.2/5.6 GWh for
EV/storage/consumer electronics batteries) capacity expansion by 2023, Lead
Intelligent mainly supplies cylindrical battery winding equipment for consumer
electronics.

m  Other non top-tier China local battery makers: Lead Intelligent expects
limited order contribution ahead from those customers mainly due to their low
EV order visibility. Despite multiple headlines from new players, such as
Wanxiang, announcing large battery capacity plans, Lead Intelligent seems to
have become more cautious about the outlook in this space.
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Funeng: is growing quickly and mainly producing pouch batteries. Lead Intelligent
commented that they are developing stacking machines for pouch batteries and are
actively talking to Funeng but have yet to see many orders.

Total solutions: The first order was signed in July 2018, and the next order is
expected to be in late 2018/early 2019, and we put it into 2019E.

For non-battery equipment:

Solar-PV equipment: The business is expected to be largely stable, according to
the management. Wuxi Lead has secured Rmb300-400mn in orders ytd and expects
Rmb400-500mn in new orders in 2019E mainly from leading Solar PV players.

Consumer electronics testing equipment: The management is optimistic about
order breakthrough into next year from this new product (orders increasing to
Rmb500mn from Rmb100mn in 2018). We assume a lower amount than guidance in
our 2019E order assumption due to our cautious view on electronics capex.

Others: The company launched several new businesses such as system integration
of automated logistics and automobile production lines, by embedding its own MES
system. The company has no specific target into 2019 but it admitted profitability
should be lower from new business.

We now forecast Rmb 6.2bn in orders in 2019E, revised up by 7% mainly driven by CATL
In light of the above, we now forecast orders of Rmb5.0bn (flat yoy) in 2018E and Rmb
6.2bn in 2019E, revising the latter up by 7% from our previous estimate of Rmb5.8bn,
mainly driven by CATL. This suggests a 23% yoy increase from 2018E and also indicates
higher order/earnings quality, in our view, given a much higher contribution from global
leading battery makers ahead.
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Exhibit 1: Wuxi Lead order forecast breakdown table

Capacity install base (Gwh) Capacity expansion (Gwh) Market share (%) Orders (Rmb mn)
2017 2018E 2019E  2020E 2017 2018E 2019E 2020E| 2017 2018E 2019E 2020E 2018E 2019E 2020E
EV battery wi
THERAR CATL 16 26 46 70 85 100 200 240 90%  90%  90%  90% 900 1,800 2,160
SAIC-CATL JV - 10 18 18 - 10.0 8.0 - - 90% 90% 90% 900 720 -
BRI H AR Yinlong 8 8 8 8 8.0 - - - 100% 100% 100%  100% - - -
K144 Lishen 10 10 10 10 8.0 - - - 80% 80% 80% 80% -
chfyi# i China Aviation Lithium Battery 5 5 5 5 35 - - - 100% 100% 100%  100% -
1L£541 4 Eve Battery 7 7 7 7 20 - - - 80% 80% 80% 80% -
PALCT 4 4 4 4 4.0 - - - 100% 100% 100%  100% - - -
L Wik BYD 18 24 34 40 - 6.0 10.0 6.0 0% 30% 50% 80% 180 500 480
[E#F75F Guoxuan 6 13 13 13 - 7.0 - - 0% 80% 80% 80% 560 - -
YN 5E 5 1 BAK 8 8 8 8 25 - - - 0% 0% 50% 80% - - -
Samsung SDI (Tianjin) 3 6 8 10 0.3 32 23 21 0% 10% 50% 50% 32 115 104
LG Chem (Nanjing) 3 3 9 15 - - 6.0 6.0 0% 0% 20% 20% - 120 120
Panasonic (Dalian) - 10 10 10 - 9.5 - - - 10% 20% 20% 95 - -
EV battery winding equipment (oversea)
Samsung SDI (Korea & Europe) 5 9 15 23 0.8 45 59 79 0% 10% 10% 10% 45 59 79
LG Chem (Korea, US & Poland) 13 19 27 37 4.4 6.0 8.0 10.0 0% 0% 0% 0% - - -
Panasonic (Japan) 18 18 28 28 - - 10.9 - 0% 0% 0% 0% - - -
Panasonic (Tesla US Nevada) 15 25 35 35 10.0 10.0 10.0 - 0% 10% 20% 20% 110 200 -
CATL (Europe) - - - 7 - - 1.0 6.0 - - 90% 90% - 90 594
EV battery windi i I - - 500
EV battery testing equipment (Titan) 750 825 908
Battery total Solution (incl. coating equipment) 500 500 500
C ics battery windil i 500 500 500
Solar PV automatic equipment 350 450 550
[of ! ics testing i 100 300 500
Energy storage battery equipment - - 100
Total 5,022 6,179 7,095
yoy % 0% 23% 15%
| Oversea as % of total order 6% 9% 13%

Backlog (Rmb mn) 5,162 6,244 7,144
Revenue (Rmb mn) 3,860 5,097 6,195
yoy% 77% 32% 22%

GP margin 36.9% 39.0% 39.1%

Net profit (Rmb mn) 836 1,192 1,462
yoy% 55% 43% 23%

NP margin ~ 21.7%  234%  23.6%

Capacity (Rmb mn) 4,500 6,000

Source: Company data, Gao Hua Securities Research

Pricing and margins outlook

Lead Intelligent commented that there does exist some pricing pressure from
customers (such as CATL), but that the pressure can be partly reduced by its own
product upgrade and function integration. The company said it can also pass on the
pressure to components (PLC/servo) suppliers. Company management expects the
gross margin for battery equipment to stay stable at around 40%.

Exhibit 2: Revenue/earnings forecast revision table

Lead Intelligent (300450.52) New forecast
(Rmb mn) 2018E 2019E 2020E 2018E 2019E 2020E 2018E 2019E 2020E
Revenue 3,860 5,097 6,195 3,860 5,094 5,959 0% 0% 4%
Gross profit 1,426 1,988 2,420 1,426 1,977 2,315 0% 1% 5%
EBIT 783 1,132 1,360 783 1,121 1,282 0% 1% 6%
Net profit 836 1,192 1,462 836 1,183 1,395 0% 1% 5%
Gross profit margin (%) 37% 39% 39% 37% 39% 39% Opp 0.2pp 0.2pp
EBIT margin (%) 20% 22% 22% 20% 22% 22% Opp 0.2pp 0.4pp
Net margin (%) 22% 23% 24% 22% 23% 23% Opp 0.2pp 0.2pp

Source: Company data, Gao Hua Securities Research

Potential 3.2%-8.1% order upside in 2019 and 2.7%-6.9% EPS upside in 2020 for Lead
Intelligent if we assume 10GWh capacity expansion in 2019 and 2020 for Samsung SDI
As a scenario analysis, if we assume that Samsung SDI expands its China battery
capacity by T0GWh each year in 2019/20 and that Lead Intelligent gets 20%-50% market
share of Samsung SDI'’s additional winding equipment orders, this would increase
Lead's 2019E new orders by 3.2%-8.1% and 2020E EPS by 2.7%-6.9%.
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Exhibit 3: 2019E order upside and 2020E EPS upside

Samsung SDI annual incremental
capacity (GWh) in 2019E

Samsung SDI annual incremental

2019E order upside capacity (GWh) in 2019E 2020E EPS upside
5 10 15 5) 10 15

- =) - (<))
5 E 7 w 10% 0.8% 1.6% 2.4% 5 E 2 w 10% 0.7% 1.4% 2.1%
558 85 E8
o ENnA 20% 1.6% 3.2% 4.9% TENAN 20% 1.4% 2.7% 41%
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2 20 5 30% 2.4% 4.9% 7.3% e 2o 5 30% 2.1% 4.1% 6.2%
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« 50% 4.0% 8.1% 12.1% 2 50% 3.4% 6.9% 10.3%

Source: Company data, Gao Hua Securities Research
Valuation:

17 December 2018

We increase our 2019E-2020E EPS by 1%-5% and our 12-month TP up by 7% to
Rmb33.8, still based on a 2.5x 2019E EV/GCI vs CROCI/WACC sector cash return
multiple (with 0% premium/discount). We maintain our Buy rating.

Key risks:

1. Significant pullback of EV development in China and globally: While our base case
view calls for ongoing EV development and expansion in China and around the world,
we highlight that the Chinese government'’s EV subsidy cut led to a sharp decline in
Lead's share price in November 2017. Although the policy turned out to be better than
expected with a smaller magnitude of subsidy cuts than feared, any further cuts could
cause uncertainties regarding the future EV market and battery demand.

2. Technology disruption from all-solid state batteries, which do not need winding
equipment. However, the earliest application of SS batteries in EVs appears unlikely until
at least 2023, in our view.

3. Order cancellation and working capital pressure: We believe any orders placed by
customers with lower creditworthiness could pose potential order cancellation risk and
working capital pressure. We would be concerned if any of the company’s non-top 3
battery customers were to face credit problems, which could result in accounts
receivables provisions/order cancellations.
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300450.SZ 12m Price Target: Rmb33.80 Price: Rmb29.87 Upside: 13.2%
buy GS Forecast

12/17 12/18E 12/19E 12/20E

Revenue (Rmb mn) New 2,176.9 3,860.0 5,096.6 6,195.1

Revenue (Rmb mn) Old 2,176.9 3,860.0 5,094.0 5,958.9

EBITDA (Rmb mn) 524.6 833.6 1,199.2 1,437.1

EPS (Rmb) New 0.61 0.95 136 1.66

EPS (Rmb) Old 0.61 0.95 136 159

P/E (X) 449 314 22.0 18.0

P/B (X) 87 7.6 6.0 4.7

Dividend yield (%) 04 0.6 0.9 1.1

CROCI (%) 324 8.0) 59.7 382

9/18 12/18E 3/19E 6/19E

EPS (Rmb) 0.25 0.33 0.23 0.28

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 14 Dec 2018 close.
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Disclosure Appendix

Reg AC

|, Jacqueline Du, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or
companies and its or their securities. | also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report.

GS Factor Profile

The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may
vary depending on the fiscal year, industry and region, but the standard approach is as follows:

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B,
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns
percentile and (100% - Multiple percentile).

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal yearend at least three quarters in the future. Growth uses inputs
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a pershare basis for all metrics).

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.

M&A Rank

Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not
factor into our price target, and may or may not be discussed in research.

Quantum
Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

GS SUSTAIN

GS SUSTAIN is a global investment strategy focused on the generation of long-term alpha through identifying high quality industry leaders. The GS
SUSTAIN 50 list includes leaders we believe to be well positioned to deliver long-term outperformance through superior returns on capital, sustainable
competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are selected largely on a combination of
quantifiable analysis of these three aspects of corporate performance.

Disclosures

Coverage group(s) of stocks by primary analyst(s)
Jacqueline Du: A-share Industrials, China Industrials.

A-share Industrials: AVIC Jonhon, CRRC Corp. (A), Estun Automation Co., Han's Laser Technology, Hongfa Technology, Lead Intelligent, Sanhua
Intelligent Controls, Shanghai STEP Electric Corp., Shenzhen Inovance Technology Co., Siasun Robot&Automation Co..

China Industrials: China Railway Signal & Comm, CRRC Corp. (H), Haitian International Holdings, Hollysys Automation Technologies Ltd., Zhuzhou CRRC
Times Electric Co..

Company-specific regulatory disclosures
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs"”) and companies covered
by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs beneficially owned 1% or more of common equity (excluding positions managed by affiliates and business units not required to be
aggregated under US securities law) as of the month end preceding this report: Lead Intelligent (Rmb29.87)

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Lead Intelligent (Rmb29.87)

Distribution of ratings/investment banking relationships
Goldman Sachs Investment Research global Equity coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 35% 54% M % 64% 57% 55%

As of October 1, 2018, Goldman Sachs Global Investment Research had investment ratings on 2,814 equity securities. Goldman Sachs assigns stocks
as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage groups and views and related definitions’ below. The
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Investment Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has
provided investment banking services within the previous twelve months.

Price target and rating history chart(s)

Lead Intelligent (300450.5Z) Stock Price Currency : Chinese Renminbi

Goldman Sachs rating and stock price target history
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The price targets shewn should be considered in the context of all prior published Goldman Sachs research, which may or
may not have included price targets, as well as developments relating te the company, its industry and financial markets.

Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a
principal in debt securities (or in related derivatives) of issuers discussed in this report.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from
serving as an officer, director or advisor of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts may not be
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on
communications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website at http://www.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should,
before acting on any such advice, consider the appropriateness of the advice having regard to the client’'s own objectives, financial situation and needs.
Brazil: Disclosure information in relation to CVM Instruction 598 is available at http://www.gs.com/worldwide/brazil/area/gir/index.html. Where
applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Instruction 598, is
the first author named at the beginning of this report, unless indicated otherwise at the end of the text. Canada: Goldman Sachs Canada Inc. is an
affiliate of The Goldman Sachs Group Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above).
Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research report in Canada if and to the extent that Goldman
Sachs Canada Inc. disseminates this research report to its clients. Hong Kong: Further information on the securities of covered companies referred to
in this research may be obtained on request from Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies
referred to in this research may be obtained from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number
INHO00001493, 951-A, Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India, Corporate Identity Number
U74140MH2006FTC160634, Phone +91 22 6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as
such term is defined in clause 2 (h) the Indian Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this
research report. Japan: See below. Korea: This research, and any access to it, is intended only for “professional investors” within the meaning of the
Financial Services and Capital Markets Act, unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies
referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. New Zealand: Goldman Sachs New Zealand Limited and
its affiliates are neither “registered banks"” nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This
research, and any access to it, is intended for “wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman
Sachs. Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and
analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal
activity. Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte.
(Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted without permission. Investors should
carefully consider their own investment risk. Investment results are the responsibility of the individual investor. United Kingdom: Persons who would
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be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this research
in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been
sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available
from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) (2016/958) supplementing
Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the technical
arrangements for objective presentation of investment recommendations or other information recommending or suggesting an investment strategy
and for disclosure of particular interests or indications of conflicts of interest is available at http://www.gs.com/disclosures/europeanpolicy.html which
states the European Policy for Managing Conflicts of Interest in Connection with Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms Association.
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance
Company.

Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or
Sell on an Investment List is determined by a stock’s total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an
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respective areas of coverage. The addition or removal of stocks from such Conviction lists do not represent a change in the analysts’ investment rating
for such stocks.

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.
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advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman
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