Equity Research - Company Research - Battery

ubei Wanrun New Energy Technology (688275.SH) [

Leading company in positive electrode materials lithium iron

phosphate; rapid capacity expansion unlocks room for growth

Buy (Initiation)

Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 2,229 13,986 32,561 37,104
Growth (YoY %) 224% 527% 133% 14%
Net profit (RMB mn) 353 1,320 1,817 2,135
Growth (YoY %) 890% 274% 38% 18%
EPS (RMB) 4.14 15.49 21.32 25.06
P/E (X) 47.68 12.74 9.25 7.87

Investment Thesis

Wanrun mainly engaged in lithium iron phosphate, the positive electrode material
of lithium-ion batteries; and ranked top3 in shipments for three years in a row. The
company mainly produced lithium iron phosphate, iron phosphate, and manganate,
serving as an important supplier to CATL and BYD. In 2021, it achieved revenue of
RMB2.2bn (+224%, YoY), and revenue from lithium iron phosphate accounted for 99%
of the total revenue. Its market share in domestic lithium iron phosphate was
16.70%/13.50%/11.8% during 2019-2021, ranking top3 for consecutive three years. In
2022H1, it achieved revenue of RMB3.4bn and net profit of RMB494mn,
+387%/+252%, YoY.

Lithium iron phosphate is in strong demand and manufacturers’ profits will return
to a reasonable level after gradual capacity ramp up in 2023. Lithium iron phosphate
batteries are rapidly picking up as power batteries in the recent two years, with the
installed share increasing significantly from 29% at the beginning of 2021 to 58% in
August 2022, and are still expected to see a slight rise next year. As the large-scale
capacity expansion began in early 2021 and will release gradually from 2H22 to 2023,
the supply shortage will ease significantly in 2023 and market shares of leading
manufacturers are expected to improve due to aggressive expansion. The industry's
average profit was about RMB10,000 per ton due to tight supply in 2022, which may
return to RMB3,000-5,000 in the medium-term, while manufacturers who are integrative
and advanced in technology will be generally more profitable.

Deeply bounding up with the two major battery manufacturers, Wanrun saw a
rapid production rise. The productions of Wanrun are supplied to both CATL and BYD,
which will be 50,000 tons to each in 2022 according to our estimates. With the gradual
release of production capacity in 2023, its market share may increase significantly.
Wanrun saw a significant expansion in 2022-2023: its production capacity in 2021 was
43,000 tons, which will reach to 240,000 tons and 480,000 tons at the end of 2022 and
1Q23. Therefore, we estimate the company's shipments in 2022/2023 to be 100,000-
120,000 tons and 300,000-350,000 tons respectively, with a YoY growth of 170%+,
driving its market share to rise from 11% in 2021 to 18% in 2023.

The company’s self-made iron phosphate in ammonia method builds cost advantage
and further cost reductions deserves expectation after new capacity in Shandong
was put into production. Its new production capacity of 240,000 tons in Binzhou,
Shandong will be put into production in 1Q23, with lower electricity cost than current
average, which will further reduce the company's unit cost.

Earnings Forecast & Rating: Given the company's capacity expansion, customer and
cost advantage, we estimate its 2022-2024 net profit to be RMB1.32/ 1.82/2.14bn, with a
YoY growth of 274%/38%/18%, corresponding to P/E of 13x/9x/8x. We give a target
price of RMB319.8 and a "Buy" rating in our initial coverage.

Risks: Lower-than-expected production progress; risk of technical route change; fiercer
competition in the industry; risk of centralized customers and going concern; risk of
stock price’s sharp fluctuation as new share
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Market Data

Closing price (RMB) 197.28
52-week Range (RMB)  190.11/259.99
P/B (X) 6.36
Free floating market cap

(RMB mm) 3,743.07
Total market cap (RMB

) 16,811.25
Basic Data

BVPS (HKD) 31.03
Liabilities/assets (%) 70.37
Total Issued Shares (mn) 85.22
Shares outstanding (mn) 18.97
Related reports
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A 2: ERMHEZERAFRGE.

BB I 22%18 22828 22838 22548 2258 22%6H 22578 22818 201981t 2020&&it 20218t 2022%1-88
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2023 SFF 662 B G TITH4k4E £ 45 B A )3 SR, BATAT Ak SR T Be AR &
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SLAT B PR T A, AR b e R 2R R A, AT 2022-2023 £ 77 18 %7 A
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C ZHEZ XM 4T &

7= Ak (BAL) 2021A 2022E 2023E 2024E FlRE (FAL) 2021A 2022E 2023E 2024E

AR 2,391 20,950 38,069 40,737 BB 2229 13,986 32,561 37,104

Fﬁr”ﬁ/‘i’\g‘xg’w‘i’\mﬂzﬁ 310 2,139 3,152 1261 BAmA(SERE) 1,534 11,746 29,074 33,131
BB KR 1,720 15,510 27383 31,052 AR An 10 95 197 212
B 304 2497 5925 6819  AHERA 12 'y} 98 111
SRR 0 0 0 0 EEFA 85 210 423 482
MR T 56 805 1,610 1,606 AEE R 80 280 554 594

ERHFE 2274 3,406 4,609 5527 W& A 21 89 178 209
KIABARIZAE 24 24 34 44 ek 4 32 75 85
B AL 1314 2,199 3,086 3,748 HFHIRE -7 28 33 0
JEEIAE 597 837 1,137 1377 AAMEES 0 0 10 10
R 139 146 153 160 RfAHE 44 45 -50 -55
A 0 0 0 0 FAREBME 0 14 23 25
KR A 2 2 1 0 EFLA)E 441 1,498 2,064 2431
HpAEAFH T 199 199 199 199 Bl -55 1 1 1

X 4,665 24,356 2,678 46,264 FIEEH 386 1,499 2,064 2431

Rh Ak 2,742 14,439 31,128 32,792 RFAAFHL 33 195 268 316
=3 (it 2, —

3;'{34};‘;%‘& RS 835 7,869 11477 11,723 4408 353 1,304 1,796 2,115
B PATHR 751 4061 13,748 14355 BB ASE 0 -16 21 20
AR it 864 1,762 4361 4970 Y3 BN 4A ) 353 1,320 1,817 2,135
iR itk 292 747 1,542 1,745
A RAx 350 750 750 750 FERAGE-FRATAREEL(T) 4.14 1549 2132 25.06
KA 156 556 556 556
LR A 0 0 0 0 EBIT 469 1,614 2216 2,574
A AR 1 1 1 1 EBITDA 546 1,794 2,533 2,976
AR Fif 193 193 193 193

Atfait 3,093 15,189 31,879 33542 EAIE%) 31.19 16.02 10.71 10.71
VBB IR A ARG 1,487 9,098 10,751 12,695 VAE4F1E(%) 15.82 9.44 5.58 5.76
VHIREARG 85 69 48 27

P AR B 4t 1572 9,167 10,799 12,722 BONEKRE(%) 22384 52734 132.81 13.95

AfFR AR A 4,665 24,356 42,678 46,264 YAFAFEE K E(%) 890.36 27428 37.68 17.53

RNeFER (BHA) 2021A 2022E 2023E 204E EEMHFHAERAT 2021A 2022E 2023E 2024E

BEENER 366 -10471 -698 409 HAAET(L) 2327 106.77 126.17 14897

EREDINER -391 -1325 -1,529 21,294 RAVKATAESMEAYT (BHRR) 85 85 85 85

EFEDIER 920 13,625 3,230 -198 ROIC(%) 20.86 1393 9.54 9.36

I3 A0 163 1,828 1,003 -1,901 ROE-#%(%) 2371 1451 16.90 16.82

HrIEFede 77 180 317 402 FF RAFRE(%) 66.30 62.36 74.70 72.50

FTAF X 491 -1296 -1,487 -1,284 P/E (DM &RATEASEE ) 48.09 12.85 933 794

BIBERARES) -837  -11,819 3,064 3403 P/B () 8.55 1.86 1.58 134

FARR R Wind R RIEA (F58) , Ao RAFokizi, BXIERGT TETYAART, T A RZIES (B4 ) Fuml.
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. RAA VLA, RIRE PSR G1EAT ke G A AR AT E LA, THEERILT
Ir%ﬁaﬁiW%Tﬁ%f ERR R, REFIEARRT AT REMRIX.
WL EBAHTT7 ik R B AR P B E I 77 4E BTN R —E 4G AR R R4 Aﬁ*
BT 4 TR K 25 9T 48 2L T AR B2 694835, AEATABAR 49 P2 T b2 xt AR & TRk
FAERYR, KREFILAEFRITRARERFRIE TR R — 22 FI.

A ZAEAE RO E AR « X H AR AR E AT 4L AR 35 R EMEL
Ferr e RA KRR B 0AT 7 ik fa 1 Sk R P & Rk S RREE LA —KH T
P Fa/ R HIE, Ao ad) A i E WA DS IR P A i 4T £33
L 5. RFZIEAERALE R NG AL 53007, of BF T ARRE W AT A
AYIEAT /N 8) ZAE A RAT A = su b, JEATAE th 4938 50 & R T B 5 AR3R4E Pk L &
—3K.

AR B PTERN B3 BAE , AXFRAE FAMAFATD . ARSI R FIE
KERIA, REANE R E, TMEOARTH XE 4. 5K A H AIRE F oiE
FTFH . RAREAEAH B IR, (BT F AT 8] iR % %ﬂ?%%ﬁ%%%
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a”%iﬁ%éwlﬂ-#ﬁﬁklﬁﬁﬁﬁﬁﬂﬁM$ﬁi%ﬁﬁﬁ%Tbﬁ
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	1.  万润新能：磷酸铁锂正极材料核心供应商 
	专注锂电正极材料生产，出货连续三年位列行业前三。公司主要产品涵盖磷酸铁锂正极材料及前驱体、锰酸锂正极
	下游高景气带动盈利高增，期间费用率有所改善。2021年新能源汽车进入放量增长期，同时随着特斯拉Mod
	2.  动力回升叠加储能爆发，铁锂市场空间广阔 
	动力领域回升叠加储能爆发，铁锂正极需求强劲。磷酸铁锂电池安全性高、循环寿命长，还具有原材料来源广泛、
	1）动力领域：技术进步性能提升，装机占比迅速提升。技术进步和封装工艺的改进推动了铁锂电池能量密度瓶颈突破
	2）储能领域：全球储能锂电市场呈现爆发增长，2021年全球储能锂离子电池出货量达60GWh，同比高增14
	3）铁锂正极需求空间广阔，预计2022-2025年复合增速70%。汽车电动化趋势明显，叠加储能和消费相关
	3.  主流厂商加码布局产能，铁锂正极竞争格局相对稳定
	铁锂需求爆发，主流厂商加码布局铁锂产能，第一梯队扩产最为激进。铁锂正极行业龙头优势明显，2021国内
	2023年产能逐步落地后预计铁锂单位盈利回归合理水平。当前行业整体产能利用率仍维持高水平93%，供需
	4.  产能瓶颈突破有望提升市占率，产业链深度布局筑成本优势
	深度绑定头部电池厂商，下游需求强劲支撑订单增长。公司深度绑定宁德和比亚迪（供磷酸铁锂/磷酸铁）两大客
	产业链深度布局形成成本优势，盈利能力处行业前列。1）氨法自制磷酸铁筑成本优势。掌握磷酸铁锂前驱体制备
	5.  盈利预测与估值
	6.  风险提示
	项目投产进度不及预期的风险，技术路线变动的风险，同行业竞争加剧的风险，客户集中及持续经营的风险，新股

