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Shangji Automation (603185 )

Up-rising star of silicon wafer industry has cost

advantage because of integrated layout

Buy (Initiation)
Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 10,915 28,494 33,226 38,197
Growth (YoY %) 263% 161% 17% 15%
Net profit (RMB mn) 1,711 3,597 6,194 6,833
Growth (YoY %) 222% 110% 2% 10%
EPS (RMB) 4.42 9.30 16.01 17.67
P/E (X) 30.49 14.51 8.42 7.64

W

Investment Thesis

Leader of silicon wafer slicer industry and up-rising star of silicon wafer industry:
Wuxi Shangji Automation (WXSJ) entered the photovoltaic industry in 2004 and mainly
engaged in producing diamond wire slicer. WXSJ kept its leading position in silicon
wafer slicer industry during 2015-2018 with a 45% market share in 2018. In 2019, WXSJ
seized the opportunity of insufficient supply of silicon wafers to vigorously expand its
silicon wafer business, and successfully transformed and became the third largest
supplier in the silicon wafer industry in 2020. Since then, WXSJ has gradually reduced
the sales of silicon wafer slicer and converted them for self-use. In 2021, WXSJ
expanded upstream raw material and downstream N-type battery businesses for industrial
integration.

Photovoltaic (PV) industry shows great potential after its grid parity; Penetration
rate of silicon wafers in large size is increasing. 1) PV grid parity era came with great
potential in PV industry. We believe the global PV installed capacity will reach 539GW
and 1432GW in 2025 and 2030 respectively, driving a great market demand for silicon
wafer. 2) Large size wafer has obvious advantages over small one. The proportion of
large size wafer to the total in the industry will increase to 75% in 2022. With the
introduction of new battery technology, N-type and thin wafer will effectively improve
the energy conversion efficiency and reduce silicon consumption. WXSJ has strong
competitive advantages due to its leading technology. 3) Emerging players expand
rapidly, leading to a more fragmented competitive pattern. The excess profit of
monocrystalline silicon wafers has attracted the expansion of production capacity in the
industry. The industry production capacity of monocrystalline silicon wafers will exceed
500GW and 600GW at the end of 2022 and 2023 respectively. 4) During 2021-2022,
undersupply of polysilicon material has led to the shortage of silicon wafer, which
improved the profitability of silicon wafers. There may be a shortage of high-purity
quartz sand in 2023, which will help silicon wafer leaders to expand their non-silicon
cost advantages. With the gradual abundance of polysilicon supply, we expect net profit
per watt of silicon wafer to slightly decline to 0.06/0.04W in 2023/2024 respectively.
WXSJ is an up-rising star of silicon wafer industry with integrated layout. 1)
Continuous expansion of production capacity. WXSJ is expected to have production
capacity of 50GW silicon rod and 40GW silicon wafer by the end of 2022 and 70GW for
both in 2023. 2) Excellent profitability. WXSJ located its production bases in the areas
with low electricity prices to reduce cost, with its profitability per watt situating in the
first echelon. 3) Upstream polysilicon layout. WXSJ participated in GCL Baotou
granular silicon production capacity and builds its own nano-silicon and high-purity
silicon to ensure the polysilicon supply. WXSJ is likely to build production capacity of
40,000 tons polysilicon and 20,000 tons granular silicon in equity in 2023. 4) N-type
battery layout. WXSJ built its 24GW TOPCon battery base in Xuzhou, and was expected
to put 14GW Phase | Project into production in 2023Q2.

Earnings Forecast & Rating. We initiate with a Buy rating and TP at 192 in 2023
given P/E ratio at 12x, considering WXSJ’s great profitability after successfully
transforming to silicon wafer supplier. We expect WXSJ’s net profit rise by
110%/72%/10% YoY to Rmb3.597/6.194/6.833bn in 2022/2023/2024 respectively, with
corresponding EPS at Rmb9.30/16.01/17.67 respectively.

Risks: Intensified competition, milder-than-expected policy support, less-than-expected
overseas expansion.
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Price Performance

WXSJ CSI300
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Market Data
Closing price (RMB) 134.90
52-week Range (RMB)  102.01/341.03
P/B (X) 6.15
Market Cap (RMB mn) 51,769.52
Basic Data
BVPS (RMB) 21.93
Liabilities/assets (%) 52.36
Total Issued Shares (mn) 386.78

383.76

Shares outstanding (mn)
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Rtk (%) 263% 161% 17% 15%
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Rtk (%) 222% 110% 72% 10% RATAH
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2021-22 FEEFHE IR TS BB A AL B R TR, 3530 KA IS );Ez&;éﬁ% o
2023 F H T ER B EH, TREENR RSk R AR 4+Fﬁzﬁ+4ﬂt FRAF T (LLF) 21.93
FLIRHT AR, RATTT 2023/2024 436 B4 )45 18 T 7% £ 0.06/0.04 T/W. %7 175 (%,LF) 52.36

B (F 7 IR) 386.78
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HE AP, AR A R DR AT . TRat 2022 S kAT socw el ATR(E 77 R)
AR A0GW Y1k =48, 2023 £~ & T0GW, MAEATIARL. 2) BA AR
RE, BARRAKS. A8 A BKEBN R L, KRR &+ H I A%,
ﬁUMtiMﬂMﬁ#a 2022 4L %ﬁ&f’ FIAEF H —HIN, B it IR # A

B B, Anik B R BTIR 5 A A KE. 3) By LagakH:, 4T
:érfuﬂﬁf'&%’rdm OB AR B Ok Bk AR Y, O ERER
B b VARIE A R, TRt 2023 4F 2 AEH T F 4 Heh AL AR B
B2 Ak, H—FHBEERL. 4) AHNE G, TEERE LR,  FREOHRRIESAFI AT A
N ZBREE, A3 36&MG M 24GW TOPCon Wit sii, v “ ALk &7 B F LR A0 2, L
it F AR, —H0 14GW T 2023Q2 % 7, E% N A deA 5k A, H RS PRI, [ 5Ae FFE G

B A AT LR AT 20222004 F A E) B H AL AT
35.97/61.94/68.33 17T, Fl3g 110%/72%/10%7 st~ EPS 9.30. 16.01. 17.67
. AT NG R B RO A), B 5, J&AT1L-F 8] 2023 4 12xPE,
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1. RRPFNERKE, 2H KRTRAL

DRKPENERIF B, ATREE RN H, AT 2022 543K E A 240-250GW,
3% 50%+; [E& 2023 SFAptpbea a4 R, 2023 SF4AIREM 350GW+, F3% 40%+;
47k 2025/2030 <F AR F7HE AL 539/1432GW.

2) KR-Fsg bk b4, N BB Rl Rk, KRS #%HE, 2022
£ L IFIE A E 75%; M AR, N BILEE F BRGS0 E . B
FEA, MOAFER KRR EBMY, KRIT A%, EF LK.

3) AHHMEL R, AR BAKSEIF. 2021-22 SRR TS BAE B A B
ZIh, BHERBABLEGEF. 2023 F 56406 S RAL TH, ¥ KAEE BLJEAARA
AR AERUARAME R R % AR, RATTIT 2023/2024 3% R4 F) %N 0e FiE £ 0.06/0.04

TTIW,
Bl BhMEEL (k) B2: #h LAERLRAF (LW, %)
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6 _/_,JM_ 008 L 20%
/_}_/wf\//—f— 006 | ' L 15%
0.042
004 L 10%
1 L v 002 L 505
PRI RIPIRIRI PRI PRI BRI PI R PRI R PRI MBI PRI BRI DI RIS RIS BRI BRI NI B
LSS L L EL L Lo RRIRIRRY 0 , : : . . 0%
LEBELELRRRRGRIBBELREREREARIRE 2019 220 2021 2W2E 2023 2024E
—— BRER166(—N ) —— BEER182(—E ) HEEFLE (7TW) s EF R
BRI NEER, RRIER (FH) HAERR: CPIA. REIEA (£35)

2. AMK, RAAR

1) B ZaA#HF%, FaEgy k., Bk 2022H1,203) 34 30GW Fitk = fgF= 20GW
R FRe, B 2022 S RAEY TKE] 50GW Fidk F 48R 40GW vk F fe. RATVHRIT A E) A
2023 SFEABI R TR AR & TOGW., &5, A& 2022H1 - 4h 4k 5t 4 %)
15GW, HAIFRH 2022 47 52 35GW, 2023 4523 40GW.

317

TSN P ST TS NT R SLE TS RXIER (%)



P [7) BREEE (B8

S5 SO0OCHOW SECURITIES (HK}

B3: baukkdzddhatl F8 (GW) B4: bz hal B®E (GW)
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HIBERF. NG TN, REIEAL (F%) AR Wind, FRZIEA (F%F)

2) A Lkttt N B ok, BR—ALHRELL. 28 BFREVEHE QKM
Kk RS, It B AR EER B LA VAIRIE B, BT 2023 4 ) JEARH T & 4 7okt
WALEEAR S 5 F 2 Tvk, LI, 84BN 24GW TOPCon Wi R 3, vA“ EALIR 27
sk Faeaik, —41 14GW Tt 2023Q2 4% 7%, F% N B a2 5l s .

1 Mk ek g

—4 Hh 25GW
= | N & e, 3 14GW 2-3 % 150 12.7C
=4 NEAR Y 10GW

BRI AN, FRIEE (F8)
3. AAITREBIFA

RS KTNGY T af BB AR, KA 2022 8] itk fadn A 49
4 %) A 50GW/A0GW, 2023 4574 T0GW/TOGW. 4Tk 4ed 7k, #FmEig %, &
nEEAHE AR T AR, FUH R T ATk B Bk, AR T, 2022-2024 F
BN A A 283.11/255.88/217.58 1450, EF|F 554 20.12%/17.58%/17.06%.

Wbk G ARIR 5] 2023/2024 - b4l 2 4 A 5 8GW/23GW,2023-2024 72 44>
B A 74.34/1162.02 12T, EA)FE 45| H 15.89%/20.14%.

HATHT 2022-2024 SF £ 75/ 5) 3B 4A)HE 455 % 35.97/61.94/68.33 12T, Frkig
¥ 110%/72%/10%, 3t/ EPS 9.30/16.01/17.67 L. AT &R WA, BAGH
KA, FEFITiE T #—RMLA By, HA1LFAE) 2023 4 12x PE, 3t B A+4 192 7T,
HREBEELT “EN” A,
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A = XM S A

KEFMmE (BAHA) 2021 2022E 2023E 2024E #)iE%&k (BF L) 2021 2022E 2023E  2024E
RADK T~ 8,530 23,019 31,016 40,792 EidkA 10,915 28,494 33,226 38,197
NA 3,835 8,687 16,113 22,968 k. E R A 8,760 22,757 25257 28,867
LK 2,054 7,164 7,182 8,855 B B AW Am 29 66 76 88
B 2,444 6,859 7,329 8539 A& T ) 7 57 133 95
H AR F 197 309 392 430 & IE 78 356 432 420
R T 5960 6,115 6,200 6,321 R 5 R 387 1,425 1595 1,719
¥ BARARIL 123 133 153 183 W 4 5% ) 16 8 16 39
B 4148 4307 4,434 4539 T = RALR & 18 15 18 24
xR 578 527 496 A78 Ao AL AR 46 97 1097 464
PR i 221 221 221 221 H Ak s 281 186 252 367
AR R T 890 927 896 900 TR E 0 0 0 0

Y Pk 14,491 29,134 37,215 47,114 ELF)E 1,947 4,093 7,048 7,775
B Ak 6,710 17,556 19,244 22,109 Au:E L shiAIk £ 0 0 0 0
42 HE 113 113 113 113 FJBEH 1,947 4,093 7,048 7,776
JAF R 5651 14,270 16,065 18,231 mR:FTIFALIF A 236 496 854 942
H AR sh 7 fr 946 3,173 3,066 3,765 VR AR A 0 0 0 0
ERZ R B 340 540 740 940 V2 BB/ 3] 4A)E 1,711 3597 6,194 6,833
K AtE K 190 390 590 790 NOPLAT 1,692 3,833 5733 7,007
H AR RS 1R 150 150 150 150 EBITDA 1,938 3961 5940 7,212
iRy o 7,050 18,096 19,984 23,049 EEWM 4L E{AIEAF 2021 2022E 2023E  2024E
Y H I FRAREA 0 0 0 0 FMIKH (L) 4.42 93 16.01  17.67
)2 & B8] L AR B 7,441 11,038 17,232 24,065 FAEK (L) 27.04 40.1 62.61  87.44
Rtk AR AR A 14,491 29,134 37,215 47,114 KATHESNEAY(E 7 HK) 387 387 387 387
ROIC(%) 27.66 3488 3415  28.69

ROE (%) 23 3259 3594 2839

RNERER (BFAL) 2021 2022E  2023E  2024E £.5)% (%) 19.75  20.13 2398  24.42
ZEEHEHAAR 916 4,798 6,409 6,519 4k %) E (%) 1568  12.62 1864  17.89
B FHAER 3,153  -275 717 59 - /* % v F (%) 4569 4865 6211 53.7
HEREDINAR 2,990 184 189 167 HA3E K & (%) 26251 161.04 16.61  14.96
A 538 R 754 4708 7,315 6,745 FAEE K E (%) 2221 110.16 722 1032
718 Fa el 247 128 207 205 P/E 3049 1451 8.42 7.64
FARIF XL -849 -300 -300 -300 P/B 4.99 3.36 2.15 1.54
Hz2 e e -852 608 1,309 -285 EV/EBITDA 4.42 9.3 1601  17.67

E P AHART T
$AER R Wind, REIEA (F#)
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AFA ABE PTG RATA T KAL) 1R A LW 54 5
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R FIEAE FRRE R A E) 5IRE FARE) 690 8) ZERAL 69 124 P R IEA AEATH TARAT
YEXAE.

AR RAEAE R R B8] RBFIZIREZHTITE LR N3 BAETH AKX A

KF 7~

AREOAZIEARGRRE, AR IEARROEPFAER, And) REERAKE
AIRE AL A B P . 4ofEAT 8) 8 42 R 64 75 45) R A1) 25 0k SRR AR R B FRd) i AR
AR, AT IEARIRE 69 B ARR EAT R, AR IRE G R F B — R TR, FFRF &
B ARIRE ZNEATHF RA T AT RT3 R MUK, B AAFBZAFAE R, FEMah
BERAFMEEF LIRS AT 0. RHRBREMe e T E &, B TR/ A4L T
AR 5P, T BT ROT ARG AT, 8T EAERIR R M4 &3t Rk,
B IALGF ST AEMOE TR A AT AA RIL T A A TR B AT
M. KRS R LA SRS 42T LR,

AARE TR FA A IR A RR T R FIEABERTIEZHER, 2R ZiE4EFRT
TR RN B AT X6 5 B0 FRiE . Je R BARIE RGP =~ RRT) , TiEMaE
B/ BIEAEFERLT, REZIEREFBERREARSE T8 45| SR A AR I AT
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AIRAE P K A Z 3 BTN ) T AIRE B 693187, 51T T ERmBAEAd 4, K5
AL, RIRAEPT 3| R 69147 Ak 5y 048 ¥ AR AETAE R, AR RIS AR A B g 2
TEMT. ARRNH, REFIEARRTRET REMRIL. MEBESH 7 kL 5 AIREFT
BEL. THEATR R —R G RIRAE . AT T Frey TR S 5T e R T 48 5 a9 183k, 24T
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KaE—Z %R,
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B AN E) BRI E LA SR TR B E AT E#H 0L 5. RRIEARFRALER
INE) B SR, oA AR T AR W BT BTN B) ZAE A BATA = SR Bt, PR R
BT R FT fe 5 AR PRI 5 5F R —3K.

AARE BT BN B BALE, ARSI AT Y. ARIRE AR R ZE A B FRAT
K, REANERE, TMPMEFTF XLH . 2RI AIRE T 1T TA. RIREAUE
B IR AT H S FAFAATAT 8] 355 4EAR T 693075 MR A 42 2 RABHIM F 3 b & 47 TR
A R EAT M N R GIEFTIEA . HK T RYFB R LG T L, R Z2IEAEREM
ARAB B & R AIRAE P B AR T T fe BLAE SRR 455 | RZAEAT T 4E, ME XK.

4% 5 9

A ZAEA B BRT G AR R F LT A5 AT ARIRE PR A ZAT AR
5y, AT R A A R BAT AR FTARAT LS IR G- RABI AL S, B/ RTFH FEATAZIERRK
BB EMA FEK T RO RBA S R E R ERIATR Y. AT RE# RS RZIEA
) R A/ AR £ AR T 467512 %ot RARE BT BULE E AN G B A B R, 9% AR
LA FEF R AR F G —1E BUR R

AL B PTBAZ & FF 4T3t RE B R E ATk, FlR . THFE] RAEH LIRS
T F B AR RIEA B PR RS W R A AL T B AL R R AE 4 B R 5] T A8 X R A2 XA 8
FEATHR B BRI E) 8 52 R A A REE K. BICHE R B ATA R ARE S L3
0 ik B,

WA

NCIEC S we &
FEA: FHIREK 6 ASAA R RERREARRT KA 15%A L
¥r WA K 6 AR AR ARRT K AT ShE 15%Z ),
ok TRk 6 AN A ARSI AR K AT -5%5 Sh )
BEF TR R 6 A AR MEART KT -15%5 5% 14;
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