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WANG’s family 
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        Jiangsu Hengli (601100 CH) 

Site visit confirms strong growth momentum  

  
 Key highlights: We visited Jiangsu Hengli’s headquarters and production base 

in Changzhou last week. Key positives: (1) Outstanding product quality enables 
Hengli to continue to gain market share from the Japanese players; (2) Hengli is 
well-prepared to boost the sales of hydraulic pumps and valves, an area that is 
currently dominated by the foreign players, which will serve as a key growth 
driver for the coming few years; (3) Hengli is currently running at full utilization 
rate (24 hours per day) due to very strong backlog (monthly production plan: 
45k units). Hengli preannounced in Jan that its 2018E net profit is expected to 
grow 114-130% YoY to ~RMB820-880mn. We see potential 20% total revenue 
growth in 2019E, with potential margin expansion driven by pumps & valves.   

 Company background. Jiangsu Hengli was founded in 2005, headquartered in 
Changzhou, Jiangsu. Hengli has expanded its product line to hydraulic 
components, precision castings, pneumatic components and hydraulic systems. 
Hengli currently has ~40% market share in hydraulic cylinder for excavator 
(Hengli’s key products) in China. WANG’s family is the controlling shareholder 
with ~71% interest in Hengli. The Company has been listed in SSE since 2011.  

 Hengli has already become an indispensable supplier for its customers. 
Hengli spent more than a decade to establish its track record and has successfully 
become the key hydraulic cylinder supplier for the tier-one excavator 
manufactures, such as SANY Heavy (600031 CH, NR), Caterpillar (CAT US, NR) 
and XCMG (000425 CH, NR). For instance, Hengli has already supplied >50% of 
CAT’s hydraulic cylinders. During the site visit, we noted that Hengli has well-
designed production lines equipped with highly automatic robots and machines.   

 Market share gains to continue. Normally, an excavator is equipped with four 
units of hydraulic cylinder and one set of pump & valve. Given that excavator 
sales in China was 203k units in 2018, this translated into ~812k units of 
hydraulic cylinder demand. Currently, Hengli has >40% of market share in 
hydraulic cylinder, and there exists further room to gain market share from 
peers such as KYB (7242 JP, NR). Hengli’s hydraulic cylinder products are 
priced even higher than its competitors due to its high performance and quality.   

 Hydraulic pump & valve the next growth driver. Hengli is on track to ramp up 
its capacity on pumps and valves. Given that the ASP of pump & valve is several 
times higher than hydraulic cylinder, we see room for Hengli to boost its pump 
& valve revenue to a level similar to that of hydraulic cylinder in a few years’ time. 
Hengli is currently pricing its pump & valves ~15% below its competitors in 
order to gain market share. Several existing customers have started the 
procurement of pump & valve from Hengli.  

 

Earnings summary 
(YE 31 Dec)   FY15A FY16A FY17A 
Turnover (RMB mn)   1,088 1,370 2,795 
Net Income (RMB mn)   64 70 382 
EPS (RMB)   0.07  0.08  0.43  
EPS CHG (%)   -30.9  10.8  442.9  
EV/EBITDA (x)   256.5  163.4  40.2  
P/E (x)   414.1  373.9  68.9  
P/B (x)   7.6  7.5  6.8  
Yield (%)   0.1  0.2  0.5  
ROE (%)   1.8  2.0  10.4  
Net gearing (%)   1.6  3.3  5.0  

Source: Company, CMBIS estimates   
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 Specialized cylinder for heavy equipment growth driven by recovery of 
infrastructure spending. This product is mainly for tunnel boring machine. 
Hengli sees good growth momentum in 2019E, driven by the recovery of urban 
rail transit investment. We see potential segment revenue growth of 20% in 
2019E.   

 Risk factors: (1) weakness in demand for excavators; (2) increase in 
component cost. 

 
Figure 1: Hengli’s hydraulic cylinder for 20T excavator  

 

Source: CMBIS  

Figure 2: Hengli’s piston pumps (InLine brand) 

 

Source: CMBIS 

 

Figure 3: Hengli’s control valve products  

 

Source: CMBIS  

Figure 4: Hengli’s robotic equipment and CNC centre  

 

Source: CMBIS 
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Figure 5: Hengli’s P/E band 

 

Source: Bloomberg,  CMBIS estimates 

Figure 6: Hengli’s P/B band 

 

Source: Bloomberg, CMBIS estimates 

 
Figure 7: Segment revenue and gross profit 

 
Source: Company, CMBIS   
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RMB
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RMB

5.5x

4.5x

3.5x

2.5x

1.5x

(RMB mn) 2010 2011 2012 2013 2014 2015 2016 2017

Revenue 

Hydraulic cyclinder for excavator 608 887 728 750 559 407 529 1,154

Specialised hydraulic cyclinder for heavy equpment 195 236 285 327 415 516 560 1,042

Hydraulic pump and valve 0 0 0 0 4 3 83 249

Completed set of equipment 0 0 18 137 80 81 90 171

Component 14 9 12 11 26 67 95 165

Revenue (hydraulic business) 817 1,133 1,043 1,226 1,084 1,074 1,358 2,781

Other business 0 1 2 4 9 14 12 14

Total revenue 817 1,133 1,045 1,230 1,093 1,088 1,370 2,795

Revenue growth

Hydraulic cyclinder for excavator 205.8% 45.9% -17.9% 3.0% -25.5% -27.2% 30.0% 118.1%

Specialised hydraulic cyclinder for heavy equpment -3.9% 21.5% 20.5% 14.7% 27.0% 24.2% 8.6% 86.1%

Hydraulic pump and valve - - - - - -20.8% 2634.7% 198.6%

Completed set of equipment - - - 658.0% -41.8% 1.1% 12.0% 89.5%

Component -4.1% -34.4% 28.1% -2.9% 129.0% 158.5% 40.7% 73.8%

Revenue (hydraulic business) 96.3% 38.7% -7.9% 17.5% -11.6% -0.9% 26.4% 104.8%

Other business 258.7% 95.0% 177.5% 80.5% 125.7% 46.2% -10.5% 14.6%

Total revenue 96.4% 38.7% -7.8% 17.7% -11.1% -0.5% 26.0% 104.0%

Gross profit

Hydraulic cyclinder for excavator 261 388 296 276 157 102 134 448

Specialised hydraulic cyclinder for heavy equpment 80 101 98 91 82 96 108 331

Hydraulic pump and valve 0 0 0 0 1 (6) 13 46

Completed set of equipment 0 0 6 49 18 14 16 29

Component 4 2 3 4 6 14 24 58

Gross profit (hydraulic business) 345 491 404 419 264 221 295 912

Other business 0 1 2 2 5 10 7 5

Total gross profit 345 492 406 421 269 231 302 917

Gross margin

Hydraulic cyclinder for excavator 42.9% 43.8% 40.6% 36.7% 28.2% 25.2% 25.3% 38.8%

Specialised hydraulic cyclinder for heavy equpment 41.2% 42.5% 34.4% 27.7% 19.8% 18.6% 19.2% 31.7%

Hydraulic pump and valve - - - - 17.8% -182.8% 15.1% 18.6%

Completed set of equipment - - 35.7% 35.5% 22.7% 16.7% 18.1% 16.8%

Component 26.6% 27.0% 29.2% 34.4% 22.5% 21.1% 25.4% 35.5%

Gross margin (hydraulic business) 42.2% 43.4% 38.7% 34.2% 24.4% 20.5% 21.7% 32.8%

Other business 99.8% 99.9% 95.8% 45.2% 51.5% 74.4% 55.2% 38.5%

Average gross margin 42.3% 43.4% 38.8% 34.2% 24.6% 21.2% 22.0% 32.8%

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


5 Mar 2019 
 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 

 4 

Figure 8: Income statement 

 
Source: Company, CMBIS  

YE Dec 31(RMB mn) 2014 2015 2016 2017 1H17 1H18 Change (YoY)

Total revenue 1,093 1,088 1,370 2,795 1,359 2,164 59.2%

Cost of sales (824) (857) (1,068) (1,878) (977) (1,415) 44.8%

Gross profit 269 231 302 917 382 749 96.1%

Surcharge (7) (9) (19) (36) (15) (23) 54.9%

S&D expenses (54) (59) (69) (96) (43) (48) 13.4%

Administrative expenses (172) (195) (200) (287) (121) (160) 31.8%

Asset impairment (3) (17) (26) (38) (11) (11) 0.6%

EBIT 33 (49) (13) 460 192 506 163.6%

Net finance income/(cost) 8 32 30 (85) (30) (4) -86.0%

  Finance income 21 54 69 23 9 26 175.1%

  Finance expenses (14) (22) (39) (108) (40) (30) -24.0%

Other gains/(losses) 68 91 75 71 34 37 9.4%

Share of profit of JV and associates 0 0 0 0 0 0 n/a

Pretax profit 108 75 92 447 195 539 175.6%

Income tax (19) (14) (25) (66) (34) (74) 121.2%

After tax profit 89 61 67 381 162 465 186.9%

MI 3 3 3 1 (0) (1) 400.7%

Net profit 92 64 70 382 162 463 186.6%

  D&A 128 152 175 200 107 110 3.5%

  EBITDA 161 103 162 660 299 617 106.5%
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