Equity Research - Company Research - Battery

Guangzhou Tinci Materials Technology(002709)

3Q22 Review: Earnings were in line with expectations
and shipments saw a high QoQ growth
Buy (Maintain)

Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 11,091 25,673 39,875 46,957
Growth (YoY %) 169% 131% 55% 18%
Net profit (RMB mn) 2,208 6,046 7,584 9,900
Growth (YoY %) 314% 174% 25% 31%
EPS (RMB) 1.15 3.14 3.94 5.14
P/E (X) 36.64 13.38 10.67 8.17

Investment Thesis

Tinci's Q3 net income attributable to the parent increased by 89% YoY to RMB
1.45bn, in line with market expectations. In 3Q2022, the company achieved revenue of
RMB6.07bn (+107.46% YoY, +16.32% QoQ), and net income attributable to parent of
RMBI1.45bn (+88.61% YoY, +3.25% QoQ). In terms of profitability, it recorded a Q3
gross margin of 36.17% (-7.31pct YoY, -5.89pct QoQ), net profit margin of 23.97%
(-2.4pct YoY, -3.03pct QoQ). The company's gross margin decline in Q3 was mainly due
to the impact of price reduction, and cost per ton increase with a price hike of lithium
carbonate.

Tinci's Q3 electrolyte shipments increased by about 50% QoQ and net profit per
ton was about RMB12,000-13,000. We project the company to ship about 91,000 tons
of electrolyte in 3Q22, with a QoQ growth of nearly 50%. It has generated shipments of
more than 210,000 tons during Q1-Q3 and shipments in Q4 may further increase by 30%
QoQ, so we expect its annual shipments in 2022 to reach 330,000 tons, indicating a YoY
growth of 130% +. With the release of new production capacity, we expect its 2023
electrolyte shipments to reach 500,000-600,000 tons, maintaining a high growth of
60%+. In terms of profitability, we project Tinci's electrolyte Q3 profit per ton will drop
by 25% QoQ to RMB12,000-13,000, mainly due to electrolyte prices falling along with
solvent and additives price falling. Moreover, there was a provision for equity incentive
expenses of RMB60mn in 3Q22; if added back, the company's profits per ton will be
about RMB13,500, and the annual profits per ton are still expected to maintain at about
RMB 14,000-15,000. As the company obtained an obvious cost advantage, we expect its
profits per ton will maintain at RMB11,000+ in 2023 with the gradual release of new
production capacity of LIFSI and additives to hedge the impact of the price drop of
LiPFe.

The iron phosphate shipments rose significantly in 3Q and net profit per ton
remained high. We project the company to ship 9,000-10,000 tons of ferric phosphate in
2022Q3, up by 10%-20% QoQ, mainly thanks to the release of new ferric phosphate
production capacity from October 2022. With the release of new capacity, we expect its
annual iron phosphate shipments will be nearly 50,000 tons in 2022. In terms of
profitability, we forecast its profit per ton to be nearly RMB7,000-8,000 as the supply of
iron phosphate remained a tight balance in Q3. Also, the lithium iron phosphate as
cathode material of lithium batteries began to contribute profits, and iron phosphate+
lithium iron phosphate brought a total profit of more than RMB800mn in Q3. The
lithium iron phosphate sector is expected to remain high profit per ton all year round..

Earnings Forecast & Rating: We maintain the company’s2022-2024 net income
forecast of RMB6.05/7.58/9.9 bn, with a YoY growth of 174%/25%/31% and
corresponding to a PE of 13x/11x/8x. As Tinci is a leader in the electrolyte industry, we
give a 2023 PE of 20x and a target price of RMB78.8, maintaining a "BUY" rating..

Risks: Lower-than-expected sales of electric vehicles; sharp fluctuation of material
prices.
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Market Data
Closing price (RMB) 42.00
52-week Range (RMB) 36.26/167.87
P/B (X) 7.46
Free floating market cap

58,018.95
(RMB mn)
Total market cap (RMB

80,919.56
mn)
Basic Data
BVPS (RMB) 5.63
Liabilities/assets (%) 52.11
Total Issued Shares (mn) 1,926.66
Shares outstanding (mn) 1,381.40
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FELEHAN (BHL) 11,091 25,673 39,875 46,957

Fl bt 169% 131% 55% 18%

V2 A a) Al (B L) 2,208 6,046 7,584 9,900 pEphA o

Rt 314% 174% 25% 31%

B R RAIEE (/) 115 3.14 3.94 5.14 A

P/E (LM &R #T AL ) 36.64 13.38 10.67 8.17

BRER

B Q3 JaE4F) 1454 127, FI¥ 89%, LGME T, HFE&THRA.
2022 4 Q3 &) ZILE UL 60.65 12T, FHIEHIm 107.46 % , IR K
16.32%; JaE44108 14.54 1070, FE3g K 88.61%, FRHLIGK 3.25%,
4edp3H5 A8 13.68 1270, FIHIEK 83.8%, IRIb-1.71%. thaja-d)
T )24 ) 13.5-15.5 1270, AR sgrs FlbskfMs i, 56T
. BAG A H @, Q3 BAIEH 36.17%, FlHk-7.31pct, FRHL-5.89pct;
JaEE %A % 23.97%, [F] Fo-2.4pct, FREe-3.03pct; Q3 du3f 4 F) % 22.56%, T A

2021/1028 2022/2/26 2022/6/27 2022/10/26

Bl bb-2.9pct, FRtb-4.14pct. 3] Q3 A RN T, T ZAMENFR, KAL) 42.00
B o, g AT AR BRAT N A LR R —FRIK/R BN 36.26/167.87
B Q3 LALRE W 40%. Eeb S A 1.2-13 B, &Mfitas TAFE) 7.46

202203 wfp LK 0.1 ok, FHiL 50%, AAKR, WEFAR ARBARTEE o000

it 5 21 Feb+, Q4 A 2 IR 30%+, KAV 2022 A58 ¥k 33 ) o
ek, F13E 130%+. FAARTHE = ae R, RATTT 2023 SRz Bt EHFEE 7 L) 80,919.56

50-60 7 vk, 4EHF 60%+5 34 K. B A5 @, RN Q3 Feb A A 1.2-1.3 e

Tk, Y 25%, E& R UMERMNASHIEN IR N TRE, 2

B Q3 3% 0.6 1LLBERBH T , 757.'0@ st LN E) $eb B AN 135 FIFT T (FULF) 5.63
T Ik, AT b B RBA B YR 1.4-1.5 Bl kA, NE RAK  HF RAEFE(%,LF) 52.11
YR, HMA LIFSL. AAaf) S35 = 2 TR, b~ AB_ME  BRATFK) 1,926.66
v, AV 23 ek B AT H 1.1 7 T/t FAE A PR(E T IR) 1,381.40

m Q3 BB G HRMK, ForpAIRITEL. KT 202203 REK gy g
98 0.9-1 Tk, IRIIZ 10%-20%, T& 7 BEER4kH738 7 4 1ofli7f+
. kg%ﬁi@ﬁ CHK, BAVRIT BB 4R A SRk IR 5 vk, BA T &, C R A1#H002709): 2022 4+
Q3 BB AR P AT &4ll%ﬁ¢+$v~t”% 0.7-0.8 B LA, Fb g Eif: WG owHTRL, T
W [h, Fn4kAR EAR T 46 B BT Ak AN, Q3 BRBRSK A BRBASKAZ EAL AL 5
T Ak 0.8 (0 IR, A6 B AT A S T P 70 A 15 FRHE B 5D N

B BATREHFRLE: KA LEHFH NG 2022-2024 F )3 4 A TE TR ST R
60.46/75.84/99.00 17T, mﬁé 174%/25%/31%, *F 5 PE 4 13x/11x/8%, féi%*ﬂj@zz 09)j.£ j‘f‘ﬂ%ﬁj}
% BN HRREAT L £k, 4T 2023 4 20xPE, 1/ B 4+ 78.8 L, TRER, AR LT ZHAKD
HH CEN IPA, 2022-08-09
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Q3 3E4 4] 14.54 147, I3 89%, irFE 44, HE&THMA. 2022 Far=
Z B8] I 164.29 1050, FI F3E K 148.06%:; V384 4]iE 43.6 1270, F b3 K 180.65%;
FadE A F)IE 42,5520, FIIEK 181.68%; 22 F7] =F F LA E 4 40.5%, [ igim
1.54pct; VAEAFIE A 27.11%, R 3gim 2.36pct.

2022 4F Q3 A 8] FILE WL 60.65 1250, FlrIghn 107.46% , FRLIGK 16.32%; V3&
A 14.54 1270, FlIEK 88.61%, IRHLIEK 3.25%, 4edf)ad44)iE 13.68 1274,
FlEbig K 83.8%, FRH-1.71%. SLATAE] & 3844 13.5-15.5 1270, Ak kgl F ik
GHE A, T HTM., BARAFTE, Q3 LAIEH 36.17%, FlH-731pct, it
-5.89pct; YAEE AR 23.97%, F|-2.4pct, 3RH-3.03pct; Q3 d=dE A F)F 22.56%, [
Fu-2.9pct, FRpb-4.14pet. 23 Q3 A RIKIL T, T ZAMENHrm, Lok ALK
FRAZ N A _EFE B
B 1: A FELGEHIEL

2022Q3 2022Q2 2022Q1 2021Q4 2021Q3 2021Q2

EWANER) 6,065.4 5.214.4 5,149.1 4,467.8 2,923.6 2,137.8

-FEE 107.46% 143.92% 229.71% | 213.86% | 165.10% 100.21%

EF=E 36.17% 42.06% 44.04% 29.08% 43.47% 36.17%
R82FEER) 1,454.2 1,408.4 1497.9 654.6 771.0 495.8
-k 88.61% 184.04% 422.19% | 4415.56% | 273.00% 83.53%
1ERFIE 23.97% 27.01% 29.09% 14.65% 26.37% 23.19%
MAEAS#RE (BhH) 1,368.1 1,391.9 1,494.56 | 658.64 744.32 482.51
-FEE 83.80% 188.48% 427.01% | 5150.84% | 263.13% 78.78%
NAEADFFUER 22.56% 26.69% 29.03% 14.74% 25.46% 22.57%
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Q3 AR B FEIRIE 40%. FobifF)2h 1.2-1.3 F /e, RATTRITAE) 2022Q3 fF
BB 9.1 Fek, R 50%, RIEMR, FWZFEEZTHE 2 Tekt, Q4AEK
¥ 30%+, HATTRI 2022 24t WA 33 Fek, FI3E 130%+. A= aBaR, &
it 2023 B fFR 5T 50-60 Fek, S 60%+53g K. BAlF @, RN Q3 feb
BA)1.2-1.3 7 U/, FEL 25%, FF 7 0B RNEER BRmAN N4 T, B Q3
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R4 0.6 LRSI TR F, Zhme, 3t i8] feb A2 1.35 7 /v, &5 A fek
BAVDA LR 1.4-15 B/t et A8 RAMHAL, B A LIFSI. Rhnh 53738
PG IRG R, AT RN H A, BAVTT 23 FEeb A AT 4 1.1 B A b,

Q3 BAEREK B H3E K, Feb B A BRI FH. RANFT 2022Q3 A4k % 0.9-1 7
o, TRHGIE 10%-20%, E%ZBREREKATIE = 48 10 A AR, AN = iR, &
it BB AR R WiE S vk, BAG &, Q3 MBMAKMA K- FHER, KM Lk
A 0.7-08 T LA, Lok, BInsk4R EMIF46 B R TTakANE, Q3 B4k R AR
RAZEMRIETT K 0.8 1CL+A)TE, oA RATMIR Fob B AH 2 U G115

Bl SAefe g K, BRBREERTHRIR,IE ., 5] Bk 48438 K, KMt
Q3 T #k 0.6 fCL+F1IE, 2022 AF T T Ak 2.5-3 12T EAFIE. B ERALE AL 5 KA
it Q3 Tk 0.7 12T 24 F)E.

ANE) T AR BRIF, Q3 A1 F A R IR 3E, 2022 AT = F A8 B0 3% R At
12711270, Rlre3gk 134.25%, %A FEH 7.74%, FIH-0.46pct. 2022Q3 Hia] 3 f &t
511270, RHIEK 146.44%, b3 23.67%, R %A £ H 8.4%, FHIE 1.33pct, 3R
3 0.5pet; 4HE TR 043107, AHERAE 0.71%; £EFA 1.784CT, R AF
2.93%; M43 A-0.14 1270, M4 %-0.24%; AL KA 3.03 104, AL FAE 5%,
28] 2022Q3 R FRAES K 0.05125T; e HBAER K 0.02 12T,

EFRAEAAM, FAFIKRBEK, 2TRALARRIER. 25 Q3 KA IA
11270, £ AN HEZ420B M. 2022 F=FF RN A5 4 18991070, K Q2 Kk
¥K40%, BRFMIGK 52%, T EFAFEHATH; KKK 46.11 12T, 4% Q2 R
K 27%, BFMIEK 36%; HARNE) SR Gt 1738127, KFM T 14.27%. 2022
Q3 NG ZBEDNENARFTA-08417T, Rk B4 5, £ 28T mlLkHkeyg
Iy B FEDAINA L 538100, Rl EFF 17.88%; AT LA 10324270, Rl
LAt 119.54%; IKR@ILAE A 51.66 107U, BRF#EK 140.54%, EHMHHK 3.6310T, 4%
F4TF % 18.27%.

B A TR 5 FZE D BRATLF N3] 2022-2024 )24 58 T 60.46/75.84/99.00
1270, F13% 174%/25%/31%, 3t R PE # 13x/11x/8x, # j&na) Hlapiri k%, 4
2023 4 20xPE, M B AR 78.8 7L, 4EH “FEAN” FA.
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7= Ak (BAL) 2021A 2022E  2023E 204E Ak (FFHT) 2021A 2022E 2023E 2024E
AR 9252 17,119 28,018 35791 Bl IIA 11,091 25,673 39,875 46,957
B P FREBI S e R 2,148 3166 6001 7,543 TR A ERE) 7211 15,988 27445 31,240
BB KR 5621 10856 16896 22437 FABK A 78 181 282 332
B 1252 2847 4888 55563 AHER R 76 175 271 319
AR F~ 0 0 0 0 ik g 355 770 1117 1221
HAMAmZ T~ 231 250 233 248 HEL A 378 873 1,236 1,409
ERHFE 4648 5895 6854 7,711 W45 A 38 10 18 45
KAEAIES 30 20 20 20 Ho Epali s 26 31 32 33
B2 BAE AT~ 2493 3382 3969 4454 AW 2 3 4 5
EETE 987 1,187 1387 1587 INRMET ) 0 10 10 10
Pk v 531 704 877 1,050 RABIRA 294 327 -400 490
HA 0 0 0 0 FEA BMGE -12 3 4 5
KA A 6 6 5 4 FAE 2,672 7385 9,140 11,935
AR 600 595 595 595 RS 29 35 40 35
X 13,899 23013 34,873 43502 FlEE 2,702 7420 9,180 11,970
K Atk 6,146 10,769 16,874 18,002 B 394 1,187 1377 1,795
FaIUES AR — N 2| AR iR 561 100 1,619 2,193  AFE 2307 6233 7,803 10,174
LM AR 2366 5246 9,006 10251 BV IR AR 99 187 218 275
AR Rk 2027 3198 2745 1562 V3 BERAEAALE 2,208 6,046 7,584 9,900
i Gtk 1,192 2226 3504 399

R i fR 384 384 384 384 BROPCGR-RITAREE(T) 115 3.14 394 5.14
KHthk 311 311 311 311

FLAT A 0 0 0 0 EBIT 2,966 7,686 9,524 12437
AR fifi 0 0 0 0  EBITDA 3,387 8,176 10215 13270
HAAEAS 1R 73 73 73 73

Afait 6529 11,153 17257 18385  EF1%E(%) 3498 3772 31.17 3347
VARG AR A 7157 11460 16997 24223  VAERAFIE(%) 1991 2355 19.02 21.08
VHIRF ARG 213 400 619 893

iR HAR s A 7370 11,860 17,615 25117  WSEKRE%) 169.26 13148 5532 17.76
AffA IR AR A 13,899 23,013 34873 43502  )3ERSANEERE(%) 31442 173.77 2545 30.53
ReHEFR (BHA) 2021A 2022E 2023E 2024E EE2WME-S4EIRAE 2021A 2022E 2023E 2024E
ZEEDIEA 2047 5026 5071 5397  BARARE(T) 746 8.49 12.60 17.96
BAEHNAR 21,758 -1767  -1668 -1,674  RAHKATEINED (FHK) 1,927 1,927 1,927 1,927
EREDHINAR 1,553 2251 577 2,191  ROIC(%) 39.76 62.95 50.89 44.83
A5G 1,836 1008 2826 1532 ROEH%(%) 30.86 52.76 462 40.87
I Faddy 421 490 690 833 K AHE(%) 46.98 4846 4949 4226
AL 21,609 -1,768  -1,664 -1670  P/E (A& ATASEE ) 36.64 13.38 10.67 8.17
TIERALS) 997 3027 5124 -6634 PB (IH) 563 494 333 234
HIERRWind R FZEHA (F55) , XTI, MAKIEG R PRI AART, FONHAHRZIER (F35) Fnl.
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