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Premiumization Drove Profitability; the Market Need Not Be

expectations. Based on 1) GWM's scale and the profitability improvement Rating: Buy
brought by the optimization of product structure and new energy intelligent
transformation, and 2) influence of factors, pricing strategy, operation strategy S BN
change and new energy intelligent transformation in 2023, we give the
Company 22-23PE valuation of 12.2x/ 9.6x; corresponding TP is HK$15.93.
oy AN
o Premiumization strategy achieved remarkable results; profitability 6-18m TP H¥mif: HK$15.93
greatly improved. GWM'’s 3Q22 shareholders’ net profit jumped by 81% yoy
to RMB2.56 bn. Net profit per vehicle after deducting non-recurring profit/ loss Share price [ HK$10.700
jumped to more than RMB8,000, soaring 164% yoy and 150% qog. In 1-3Q22,
ASP of GWM'’s automobiles was RMB124,000, up 20.7% yoy. New energy and
smart vehicles have become the new driving force for GWM’s profit growth. Stock performance
o Intelli izati i ; i i It
gentization continues to deepen; brands with solid customer base
have started to offer comprehensive product ranges. In 1-3Q22, the 20,0 — %of retumn
Company invested RMBA4.7 bn in R&D, a YoY rise of 65%. Resulting R&D
expense ratio rose by 1.58 ppts yoy to 4.73%. R&D investment has been 0.0
focused on new energy and intelligentization. In 3Q22, GWM launched the @0 4
comprehensive hybrid Haval model which we expect to drive GWM'’s overall
sales growth. Some ORA brand models are expected to become new hits. 40.0) T
° Market sentiment has bottomed, so the market need not be overly (60.0) 1
pessimistic. The market fully expects sales decline in Dec. under the impact ©0) +
from the Covid-19 pandemic. The market also expects a sharp sales decline
after the vehicle purchase tax (VPT) policy expires in 1Q23. A clear statement ~ (100.0) =
on VPT and NEV policies are expected in Dec. The sector's previous Dec2l Feb-22 Apr22 Jun22 Aug2 Oct22  Deczz
extremely pessimistic outlook has been repaired due to policy expectations.
HSlIndex ~ —— Great Wall Motors
° “EN”, BARMA 15.93#I0. A 2022 FFH =TGR, BB 1 AL
Ko7 i SR AT RE VR RE AL BT R B M BE 04T, 2) 2023 4FEM MK . 22 SRS
W RERHT RE R REAL B AR D R RS, JRAT145 T /AR 2022-23 4F 12.2 £%/9.6 £ PE fifH, Change in Share Price M 3M 1y
xR H bR 15.93 7T, Wi AR 34H] 14
° FSLRBE R BE, BRI KIERA . KA 2022 455 =25 BRI & 140R) 7 L1 %’;:’l{"m "% 0.00 0.00 0.00
81% % AR 25.6 1470, HEMIERFIIIAEANRT 8,000 jcbh L, [FLH 164%, Lk (Rel.% 10 HS Index
4 150%. A7 2022 fEAT = FEREETHEN IART 12.4 778, M 20.7%. #i6eHE X EE %
R REVR AR BN KIR B F K 1B 8h 77 Avg. share price (HK$)
SERIRA G
L LB REIRAINGG, EEFETTR & Rk, 2022 ERT=FEAFRA R L HART Source: Bloomberg, Guotai Junan International.
47 {278, FILHY 65%, BRR AR L 1.58 MERE 4.73%. HHERBANEPIER
ARIRFIET efl . KIIRZE 2022 58 = FELJF R I8 o S A TINR B, FUHR iy sl K aii 2
BRI . WCHL Sh 2R T AT B R AR
° TGS AR, TR ABSEERM. imxt T 12 Ftshd T &umids T a7 R
AT TETH 2023 G5 —=E RN ERBORBIN)E, #ERKE T . Wit 12
JI K5 B ) 20 BT AR IR ECR 75 ) . AR RS T BOR T R RIE S .
Year End Turnover Net Profit ERS ERS PER BPS PBR DPS Yield ROE
G [ION J 2R 5 15 AR5 AR B WE% G LIRS BRI i3S SR 4 ag G
12/31 (RMB m) (RMB m) (RMB) (A%) ) (RMB) ) (RMB) (%) (%)
2020A 103.308 5.362 0.584 18.6 15.3 6.249 1.4 0.280 31 9.6
2021A 136,405 6,726 0.728 24.6 12.0 6.727 1.3 0.370 4.2 11.3
2022F 153,818 10,908 1.191 63.5 8.2 7.367 1.3 0.595 6.1 16.8
2023F 224,380 13,855 1.513 27.0 6.5 8.123 1.2 0.756 7.8 19.5
2024F 304,366 18,988 2.073 37.0 4.7 9.159 1.1 1.037 10.6 24.0
Shares in issue (m) &% (m) 9,159.0 Major shareholder K% %< Wei Jian Jun 55.2%
Market cap. (HK$ m) if (HK$ m) 98,001.6 Free float (%) H HJELZ%E (%) 44.8
3 month average vol. 3 4~ H P4 A i 4 (‘000) 54,687.3 FY22 Net gearing (%) FY22 i i ffi/lk 4% 4 (%) Net Cash
52 Weeks high/low (HK$) 52 i m/& (HKS) 31.550 / 6.900 FY22 Est. NAV (HK$) FY22 &t GiEot) 18.7
Source: the Company, Guotai Junan International.
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"Buy" with TP of HK$15.93, corresponding to 12.2x/ 9.6x 2022-2023PE. Great Wall Motor's (GWM, or the "Company") 3Q2022 earnings
performance exceeded our expectations and market expectations. Based on 1) GWM's scale and profitability improvement brought by the
optimization of product structure and new energy intelligent transformation and 2) influence of factors such as the adjustment of pricing strategy
and business strategy in 2023, we give GWM a PE valuation of 12.2x and 9.6x in 2022 and 2023, respectively, and the corresponding target
price is HK$15.93.

3Q2022 profit growth upbeat, far exceeded expectations. In 3Q22, the Company’s revenue increased by 29% yoy to RMB37.346 bn.
Shareholders’ net profit jumped by 81% yoy to RMB2.56 bn. Shareholder’s net profit excluding non-recurring profit/ loss soared by 181% yoy to
RMB2.281 bn. Earnings growth exceeded both our and market expectations. In 1-3Q22, the Company realised revenue of RMB99.48 bn, up
9.56% YoY. Shareholders’ net profit excluding non-recurring profit/ loss was RMB8.16 bn, yoy advance of 65%.

Premiumization achieved remarkable results, and profitability greatly improved. The Company's 3Q2022 gross profit margin increased by
5.17 ppts yoy to 22.47%, and net profit margin increased by 1.94 ppts yoy to 6.85%, showing significant increase in profitability. In 1-3Q22, the
ASP of GWM'’s automobiles was RMB124,000, a yoy increase of 20.7%. In 3Q22, net profit per vehicle after deducting non-recurring profit/ loss
jumped to more than RMB8,000, an increase of 164% yoy and 150% qoq. 3Q22 results showed that the Company’s premiumization strategy
had successfully pushed up the Company's profitability. In October, Tank sales continued to increase steadily, up by 28.17% yoy. Overseas
sales reached a record high, reaching 21,052 units in October, up 49.6% yoy and 11.8% mom. WEY (Coffee 01) PHEV, ORA Hao Mao and
other new energy models were unveiled at the Paris Motor Show 2022 and were officially launched in Europe. New energy and smart vehicles
are becoming the new driving force for earnings growth. We are optimistic about the prospects of the Company's main brand to fully transform

to new energy in the near future.

Intelligentization continues to deepen; brands with solid customer base have started to offer comprehensive product ranges. In
1-3Q22, the Company invested RMB4.7 bn in R&D, a yoy increase of 65%, and the Company’s R&D expense ratio increased by 1.58 ppts yoy
to 4.73%. The Company’s R&D investment has been focused on areas of new energy and automobile intelligentization. In 3Q22, The Company
launched a comprehensive hybrid version of the Haval, which is expected to drive the Company’s overall sales growth, and the ORA series

such as Lightning Cat and Hao Mao are expected to become new hit models next year.

We think that market sentiment has reached a low point and the market need not be overly pessimistic. The market fully expects sales
decline in Dec. 2022 under the impact from the Covid-19 pandemic. The market also expects a sharp sales decline after the VPT policy expires
in 1Q23. Meanwhile, the deterioration of the competitive landscape such as Tesla's price cuts has also been fully priced in. Market sentiment
will gradually improve in 4Q22-1Q23. The low point in market sentiment will be formed before the bottom of industry fundamentals. Although
there are still uncertainties about policies towards the auto industry, we believe that the government is poised to announce a clear statement on
the vehicle purchase tax policy and new energy vehicle policies in Dec. Previous extremely pessimistic market sentiment for the sector has

been alleviated due to policy expectations. From a policy perspective, we believe that GWM will directly benefit.

Catalysts: Market sentiment is expected to bottom out; new vehicle policies expected; increasing overseas demand.

Risk warning: Supply chain recovery progress may be slower than expected; the release and sales of new models may be lower than

expected.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F 2024F Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F 2024F
Total revenue 103,308 136,405 153,818 224,380 304,366 PPE 28,609 27,441 27,139 30,229 33,023
Operating costs (85,531) (114,367) (123,050) (180,362) (244,851) Construction in progress 2,936 4467 6,313 8,160 10,006
Gross profit 17,777 22,037 30,769 44,018 59,515 Intangible Assets 5,543 7,091 7,800 8,580 9,438
Business tax and surcharges (3,192) (4,234) (4,230) (6,170) (8,370) Deferred tax assets 1,183 2777 7,719 7,719 7,719
Selling expenses (4,103) (5,192) (6,583) (9,471) (12,869) Investments 8,773 10,722 9,228 7,981 6,948
Administrative expenses (5,620) (8,533) (10,588) (15,447) (19,734) Other 7,567 14,545 16,635 21,198 24,661
Financial expensesfincomes (397) 448 178 (190) (814) Total non-current assets 54613 67,042 74,834 83,866 91,795
Impairment loss on assets (676) (471) (551) (790) (1,019)
Gains/(losses) from changes in FV 165 306 386 196 141 Trade and other receivables 56,921 36,922 50,570 67,621 87,557
Investment income 1,799 2,006 2,498 3,205 4,044 Inventories 7,498 13,966 10,713 16,314 21,733
Operating profit 5752 6,369 11,878 15,350 20,894 Prepayments 571 1,749 2,927 4,105 5283
Non-operating income 494 1,161 399 249 1,065 Others 19,821 22,681 24,345 26,174 28,187
Non-operating expenses (18) (47) (23) (34) (137) Cash & cash equivalents 14,588 33,048 22,610 39,417 63,003
Profit before tax 6,227 7482 12,254 15,565 21,822 Total current assets 99,399 108,366 111,165 153,632 205,763
Income tax (865) (757) (1,348) (1,712) (2,837) Total assets 154,011 175,408 185,999 237,497 297,557
Profit after tax 5,362 6,725 10,906 13,853 18,985
Non-controlling interest 0 1 2 2 3 Trade payables 53,958 68,759 66,061 96,798 131,431
Shareholders' profit / loss 5,362 6,726 10,908 13,855 18,988 Tax payables 2,786 2,818 3,386 5,546 7,044
Basic EPS (RMB / share) 0.584 0.728 1191 1513 2.073 Salaries payables 2,531 3,215 3,626 5,289 7174
Short Term Borrowing 7,901 5,204 7,216 6,874 7,709

Cash Flow Statement Other current liabilities 13,990 15,600 17,591 25,661 34,808
Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F  2024F Total current liabilities 81,166 95,597 97,881 140,168 188,166
Operating activities
Net profit 5,362 6,725 10,906 13,853 18,985 Deferred income 3,462 4113 4,638 6,766 9,177
Depreciation & Amortization 4430 5083 2925 3083 3398 Total non-current liabiliies 15,504 17,683 20,646 22,932 25,502
Adjustments from other G/L 9 28 12 13 13 Total liabilities 96,670 113,280 118,526 163,099 213,668
Investment losses/(gains) (1,105) (1,231) (1,275) (1403)  (1,543)
Changes in working capital (4,138) 24,154 (14,323) 6,793 7,987 Total shareholders' equity 57,342 62,124 67,470 74,398 83,892
Change in deferred tax assets and liabilities (443) (941) (4417) 2128 2412 Minority interest 0 4 2 0 @)
Finance costs paid 406 149 (178) 190 814 Total equity 57,342 62,128 67,472 74,398 83,889
Other adjustment 114 1,063 1,306 10,063 10,518
Cash from operating activities 5181 35316 (4492) 35508 43,603 Financial Ratios
Investing activities 2020A 2021A 2022F 2023F 2024F
Acquisition of PPE (8062) (13,091 (8,000) (8,000)  (8,000) Profitability analysis
Proceeds from sale of PPE 282 618 352 M7 462 Gross profit margin(%) 172 16.2 200 19.6 19.6
Net change on available-for-sale financial assets (4509) 1,656 1,494 1247 1,033 EBITDAR(%) 8.9 6.5 9.5 83 82
Net received/(Paid) from subsidiaries and other OP margin(%) 56 47 7 6.8 6.9
business entities 705 0 (1371) (222)  (531) Net profit margin(%) 52 49 Al 62 6.2
Others 4) (358) 2,615 (5,789)  (3,730) ROE(%) 9.6 1.3 16.8 195 24.0
Cash from investing activities (11588)  (11,175) (4910)  (12,347) (10,766) ROA(%) 40 44 60 65 Al

Financing activities

Share Issuance 0 0 0 0 0 Liquidity and solvency

Net change in borrowings 13,690 (1,829) 6,205 (184) 993 Gearing ratio(%) Net Cash Net Cash Net Cash Net Cash Net Cash
Dividends paid (2,538) (5,878) (5,454) (6.928)  (9.494) Interest cover (x) 16.7 (15.7) (67.8) 82.8 278
Others 215 (1,925) 178 (190) (814) Cash ratio 0.2 0.3 0.2 0.3 0.3
Cash from financing activities 11,368 (9,632) 929 (7302)  (9,315) Quick ratio 11 1.0 1.0 1.0 10
Net changes in cash 4,960 14,509 (8,473) 15859 23,523

Cash at beginning of year 8777 13,591 27,908 19434 35293 Efficiency analysis

Restricted cash and bank balance 997 5,140 3,175 4124 4187 Inventory tumover days 29 34 32 33 32
Exchange losses (146) (192) 0 0 0 Receivable turnover days 162 126 120 110 105
Cash atend of year 14,588 33,048 22,610 39417 63,003 Payable turnover days 179 179 182 150 155

Source: the Company, Guotai Junan Securities Research Institute,
Guotai Junan International.

Note: financial statements and forecasts are derived from Guotai Junan
Securities Research Institute.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral [SeE Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce el Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform B o T Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform MR Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for LUZHOU BANK (01983 HK),SF REIT (02191 HK),JINSHANG BANK (02558 HK),BANKOFZHENGZHOU (06196 HK),Guotai
Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this
Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research
Report within the preceding 12 months.

(5) Guotai Junan and its group companies are making, or will make a market in the securities in respect of the issuer mentioned in this
Research Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited (“"Guotai Junan™). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2022 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk

8 December 2022

(02333 HK)

WK 4

}

Great Wall Motor

Company Report

See the last page for disclaimer Page 4 of 4



