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A quality company specializing in intelligent 31 Oct 2022
chassis
ot Research Analyst
Buy (Initiation) Ruibin Chen
(852) 3982 3212
Forecast & Valuation 2021A 2022E 2023E 2024E chenrobin@dwzq.com.hk
Revenue (RMB mn) 12,577 14,286 16,192 19,314
Growth (YoY %) 99, 14% 13% 19% Price Performance
Net profit (RMB mn) 965 1,165 1,410 1,627 Zhongding Sealing Parts
Growth (YoY %) 96% 21% 21% 15% 60%
EPS (RMB/share) 0.73 0.89 1.07 1.24 45% 1
30% A
P/E (X) 30.80 25.51 21.09 18.27 15% - }\
A 0% '.‘\\. -
Investment Thesis 15% - L
-30% T T 1
B As a domestic leader in non-tire rubber, Zhongding expands vertically via global g021—08 2021-11  2022-03  2022-07

M&A such as acquisitions of KACO, WEGU, AMK, TFH, which allows the company to
gain access to core technologies such as ball joint assembly and air supply unit, and drives
localization. The company business ranges from sealing system, thermal management  Market Data

system, lightweight to air suspension, generating significant synergies. Closing price (RMB) 2258

B Two core pillar of business delivering stable growth: Sealing business has been the core  52_week Range (RMB) 10.69/25.68
for the company which gradually gained market leadership through overseas M&A. It
acquired US-based COOPER and ACUSHNET, which paves the way for Zhongding to
enter into high-end sealing parts manufacturing. In 2014, Zhongding acquired German-
based KACO to pivot towards high-end oil-sealing and new energy electric motor sealing.
The company has been actively expanding its footprint in the sealing business for new
energy vehicles, improving its ASP from RMB600-900 for traditional ICE to RMB800-  Basic Data

P/B (X) 2.81
Market Cap (RMB mn) 29,667.80

1000 for NEV. Its clients include NIO, SAIC and other leading NEV brands. Rubber-based BVPS (RMB, LF) 8.02
shock absorber business: Zhongding acquired WEGU to strengthen its rubber-based o 4330
. .. o o . Liabilities/assets (%) :
shock absorption technology. WEGU specializes in silicon-based vibration absorption
technology which provides an efficient way to limit vibration in the automobile industry. Total Issued Shares (mn) 1.,316.49
Shares outstanding (mn) 1,313.90

B Three growth drivers gaining traction: Zhongding is accelerating its thermal
management business through acquiring TFH from Germany. ASP for thermal
management system on NEV is 3-5 times higher compared to ICE, reaching RMB1,000-  §gochow Securities International
1,600 as NEV requires better temperate control on its battery module. In 2021, this Brokerage Limited would like to
segment contributed RMB435mn revenue (+28.1% YoY). Zhongding masters the core acknowledge the contribution and
technology related to air supply unit via acquiring AMK which serves high-end support provided by Soochow
clients including Volvo and Benz. The domestic assembly line for the air supply unithas  Regearch Institute, and in particular
already completed, generating RMB28mn revenue in 2021. It further enhanced the its employees Xili Huang (ﬁ‘ﬁﬂ E)
competitiveness for its air suspension products through acquiring Bridgestone. and Xingyue Tan ( 17 %)

B Earnings Forecast & Rating: 1) Sealing business: The company masters dynamic seal,
actively deploys new energy business, and increases ASP; 2) Shock-absorbing rubber
business: The company deeply cultivates automobile shock-absorbing business, realizes
localization by overseas M&A; 3) Thermal management+lightweight +air suspension
benefits from the increase in the penetration rate of NEV. Based on the above key
assumptions, we predict that the company’s 2022/2023/2024 total revenue to be
RMB14.3/16.2/19.3bn (+14%/+13%/+19% YoY), and 2022/2023/2024 net profit forecast
are RMB1.17/1.41/1.63bn (+21%/+21%/+15% YoY), corresponding to 2022/2023/2024
EPS at RMBO0.9/1.1/1.2 and 2022/2023/2024 PE at 26/21/18x. We initiate a “Buy” rating.

B Risks: Less-than-expected production and sales of passenger vehicle, Lower-than-
expected air suspension promotion.

1/8
RRIEF (F



IESR AR - ] AR -

W A& (000887 )
BB REFRMR AT
IAN (BHR)

[7) R=

55 spoc

=58

RITIES (HK)

2022510 A 31 B

m AR T
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%@%iim{ﬁ%ﬁﬁw\aﬂ AR, 28] 52340 5B TR B ik 38
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3 EAMSLE TR NEEL O HEHR, 2021 F LI 028 28I I
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Bk e R BRI AT RAE AT 8] Edh, = AL S5 PRiRKE.

BAFRERTIPL: 1) B3 hd: FHRAHBRIFEAR, BHRAFLHITHE

B, FEMEEEK. 2)&&71‘%’»&&%‘ RAAERE /ﬁﬂ‘ﬂ-ﬂﬁ%i}
E]Fﬂc/\i’&, WRALT ., 3) MEE+ I+ TAERZTEIEREE
RS, WHEHAERZRY K. AT B SBIE, RATUMAE] 2022-
2024 “FEUCHA 143/162/193 42T, R b 31+14%/+13%/+19%; V&%
FE A 11.7/14.1/16.3 1274, F e 514+21%/421%/+15%, 3t EPS A
0.9/1.1/1.2 5T, 3t PE 4 26/21/18 4%, BREEZ, L TFT“FEN"IFA.
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EFHT T
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Fom 54544 2021A 2022E 2023E 2024E (852) 3982 3212
BALPN (BFL) 12,577 14,286 16,192 19,314 chenrobin@dwzq.com.hk
Rl (%) 9% 14% 13% 19% .
BEAATR (A7) 965 1,165 1,410 Loy RAAE
Bk (%) 96% 21% 21% 15% & A P iR300
FRokHE (LR 0.73 0.89 1.07 1.24 60%
PIE (13) 30.80 25.51 21.09 18.27 ‘3‘202 |
5 x5 15% -
BAEE NAVAY
m BRI Ak, ARy B b Tk kst NS idEse 5%
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%M%‘i%ﬁ@&ﬁ,I%mﬁgm%%ﬁﬁ,ﬁi%%%ﬂ\%%
AE., 2B SE. R AAEBFENTNE, BRTHHRAR, BT 15 Hd
LIS N %Emk%ﬁ AEREFERS AL, LEWRAEALR.
WKEM () 22.58
AARLLSAEA K. FILI: AR PREMFEI LS, L o /
SRS N A 2 F HAT AR A5 . 2011 5% £ E COOPER, 2012 RIGREAM 10.69/25.68
#5f M £ E ACUSHNET, ﬁ)\%jﬁ%f»‘%ﬂwmk 2014 FMBE T AEFRMNR) 2.81
KACO, Srt &by, @Mt fEdf il ALK, waA BMARI  7ik A BFIR(E 29667.80
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¥R EE TFH, #SREEERATLAALALE, N3] T 2017 FRH LKL F)
B A RAT Wi e g R RBE T TFH. 2019 5, a8 T8 v ke S
TFH %4, R L %@A4FA7E, SI TFH B S Eiz 2, 2020 F, Z#4FAm 8 0
Z AN 339120, 2021 FEILE AN 435120, FIH+28.1%. B ], 28 AH%E
I3 K, 2021 7 L SN A 32,9712, Bl 3g K 8.71%, 24 42 I £ 25.56%.
BAEAEL, KRR Rib, KX, T4, PR EFHERAFET ERE,

IR G HRERY, ik A B S, N5 R E WEGU. v 245504,
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AMMEGEN TH, 2021 AL, M4 HRIF 0 L5 E A KA ELR I R AZ T
ST, BAT BT84 2) 82.61 1070, % & FAT ki F M 8] SR A4k BRI R
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KATFUM A E) 2022-2024 420K A 142.9/161.9/193.1 127, B) Eb o5 +13.6%/+13.3%/
+19.3%; VAEEF)E A 11.7/14.1/16.3 1250, B B 31420.7%/421.0%/+15.4%, %t 5 EPS
# 0.89/1.07/1.24 7L, *+) PE 3 26/21/18 4&.
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SELES spooc cu rl[s HK)
PR = KM SR A&
KRERER (BFL)  2021A 2022E 2023E 2024E #E%k (BFT) 2021A  2022E 2023E  2024E
RADK T~ 9,891 15,539 18,565 22,501 &Ik 12,577 14,286 16,192 19,314
N4 2,238 4,076 5,548 6,977 BoE kR A 9,746 11,077 12,503 14,928
LR 3R 3,497 8,082 9,163 10,933 b Bt A B Ao 95 120 139 164
B 2,501 1,781 2,187 2,823 kA 383 399 453 579
AR T 1,656 1,601 1,668 1,767 32 A 823 829 921 1,105
R T 8,405 8,015 7,555 7,026 AFRFA 582 586 664 866
¥ BARARIL 212 217 222 227 W % 5% ) 127 180 154 136
B 4236 3,761 3255 2,720 T = RALBR & 59 60 60 60
HEHEIA 385 535 685 835 Im AL FHIH 271 300 324 386
R~ 596 526 416 266 Ak # 59 106 115 135
bRk 2,976 2,976 2977 2,978 TR EME 16 14 16 13
K =8t 18,297 23,555 26,121 29,527 & A)E 1,162 1,456 1,753 2,009
Hsh R 6,094 10,126 11,222 12,940 Fm:igdbsp i £ 5 0 0 0
42 B 3,092 3,092 3,092 3,092 #JiEEER 1,166 1,456 1,753 2,009
T AT AR 2,411 6221 7,125 8,589 m:FriFHLE A 203 291 343 382
H AR sh 7 fr 590 813 1005 1,260 Y HE AR A -2 0 0 0
ERZ R B 2,898 2,958 3,018 3,078 V2 BENE) &A)E 965 1,165 1,410 1,627
K AtE K 953 973 993 1,013 EBIT 954 1,277 1,511 1,672
A AE R AR 8,038 12,111 13,247 15,005 EBITDA 1,755 2,502 2,817 3,057
A it 8,991 13,084 14,240 16,018
VIR R A A 38 38 38 38 EEWMHFHEAIAT 2021A  2022E 2023E  2024E
)2 BB 5] JR A AR A 9,267 10,433 11,843 13,470 FARIk: (L) 0.73 0.89 1.07 1.24
RtEA R RS 18,297 23,555 26,121 29,527 &4 5 () 7.42 8.38 9.53  10.87
RATAEIN AN (B 77 BR) 1,316 1,316 1316 1,316
ROIC(%) 5.26 6.66 7.29 7.41
RNEKRER (BFAL)  2021A 2022E 2023E  2024E ROE(%) 1042  11.17 11.9  12.08
ZEEHILR 882 2,504 2,126 2,039 £F)% (%) 2251 2247 2278 2271
R FEDINAR 63  -521 506 -457 451 HF)FE (%) 7.67 8.16 8.71 8.42
EREDILR -1,213 0 -145 2149 -153 K7 AARE(%) 49.14 5555 5451 5425
A 438 B 316 1,839 1,472 1,429 MA3EK % (%) 891  13.59 1334  19.28
718 Fa ey 801 1,225 1,305 1,385 #4A|iH3E K F (%) 9596  20.71  20.99 15.4
AT X =749 816  -825  -838 P/E 30.8 2551 21.09 1827
TIERALE) =702 -128  -656 -1,036 P/B 3.04 2.69 2.37 2.08
BRI Wind, FFIEH (F5)
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