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Lcetron (002036)

The raise of revenue criteria in share incentive
indicates Lcetron's confidence in vehicle optical
earnings

Buy (Maintain)

Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 10,558 10,315 11,813 13,283
Growth (YoY %) 40% 2% 15% 12%
Net profit (RMB mn) 112 309 506 758
Growth (YoY %) -31% 175% 64% 50%
Diluted EPS (RMB) 0.11 0.29 0.48 0.71
P/E (X) 176.20 64.13 39.17 26.15

Event: The company launched “The second stock option and restricted stock incentive

plan (Draft) in 2022”. (Hereinafter referred to as the plan)

B The exercise criteria of stock option, revenue from vehicle optical during 2022-2024,
was raised from RMBO0.5/1/1.5bn to RMBO0.5/1.2/1.8bn, indicating the company's
confidence in the vehicle optical business. In the plan, the grant price of restricted shares
is RMB9.22, and the option exercise price is RMB18.43. The total number of people been
granted incentive objects is 405, including directors, supervisors, senior managers and core
employees. One of the criteria in the plan is that the main business income from 2022 to 2024
is not less than RMB10/12/14bn and the vehicle optical revenue is not less than
RMBO0.5/1.2/1.8bn.

B Vehicle camera lens and module business are growing rapidly. Benefiting from the strong
demand from customers such as NIO and Tesla, the company's vehicle camera lens and
module revenue increased by 910% YoY in 22H1, driving the optical business revenue to
increase by 49% to RMB1.51bn. The company has cooperated with intelligent driving
solution platform providers such as Mobileye, and its market share in automotive electronics
manufacturers such as Valeo has continued to increase. The company’s scale of supply to
Tesla and other terminal car manufacturers has been expanded, and the 8M ADAS image
module in cooperation with NIO has been successfully mass-produced. The company is
ramping up capacity for 24 mn smart vehicle optical lenses and 6 mn imaging modules, and
it also plans to achieve production capacity of 50 mn vehicle lenses and imaging modules by
the end of 2025.

B The company is transforming into a vehicle optical platform company. The company is
adjusting the layout of the touch display business, and will focus on smart cars. The projects
for the vehicle center control screen are progressing smoothly. At the same time, the company
has further deployed in vehicle optical such as lidar, HUD, and vehicle lighting. Thanks to
the technology and customer resources accumulated by the company in the field of vehicle
camera lens, the company is transforming into a vehicle optical platform company, benefiting
from the booming potential from the vehicle optical industry.

B Earnings Forecast & Rating: As a domestic leading vehicle lens and module manufacturer,
the company is expected to fully benefit from the rapid growth of the vehicle camera lens
market. Therefore, we predict that the company's net profit from 2022 to 2024 to be
RMB309/506/758mn, corresponding to PE of 64x/39x /26x. We maintain a Buy rating.

B Risks: Lower-than-expected penetration rate of autonomous driving; Optical lens shipments
miss expectations; Gross profit margin decreases.
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Market Data
Closing price (RMB) 18.64
52-week Range (RMB)  9.82/25.14
P/B (X) 5.10

Market Cap (RMB mn) 19,576.68

Basic Data
BVPS (RMB, LF) 3.66
Liabilities/assets (%) 66.82

Total Issued Shares
1,062.83
(mn)

Shares outstanding (mn)  1,050.25
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