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Neway CNC Equipment (Suzhou) Co., Ltd. (688697)
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Leader in CNC machine tools with a complete 28 December 2022
product array, accelerating the expansion of new

energy & overseas markets Research Arg vt
Overweight (Initiation) (852) 3982 3212

chenrobin@dwzq.com.hk

Forecast & Valuation 2021A 2022E 2023E 2024E

Revenue (RMB mn) 1,713 1,975 2,511 2,978 Price Performance

Growth (YoY %) 47% 15% 27% 19% —
Net profit (RMB mn) 169 271 354 435 @

Growth (YoY %) 62% 61% 31% 23% e

EPS (RMBI/share) 0.52 0.83 1.08 133 M

P/E (X) 45.53 28.33 21.67 17.63 “'\AJ

Keywords: #Capacity Expansion

B A domestic leader in CNC machine tool. Established in 2007, Neway has expanded

rapidly into the mid-to-high-end CNC machine tools. It has the most complete product
. L . Market Data

array among domestic CNC players, which includes more than 200 models ranging from
large-scale machining centers to vertical and horizontal CNC machine tools. As the  Closing price (RMB) 2349
downstream demand for large-scale machine tools used by the new energy and aerospace  52-week Range (RMB) 10.32/27.36
industries surges, the proportion of Neway’s higher-margin large-scale machining centers P/B (X) 568
also grew. From 2017 to 2021, its overall revenue and net profit grew at four-year CAGR
of 28% and 68%, respectively. Driven by increasing economies of scale and product mix Floating Market Cap (RMB 1.822.43
change, its net profit margin grew from 3.3% to 14.1% from 2017 to 2022Q1-Q3. mn) T

B Domestic players on track to gain market share in the high-end segment: China is  Bgsic Data
home to the global largest machine tool market with market size of RMB100bn. While BVPS 4.14
foreign players command a leading position in the high-end market, domestic players are (RMB, LF) '
catching up with continued market share gains and increasing localization rates. Due to ~ Liabilities/assets (%) 35.07
strategic importance of machine tools, relevant policies have been issued recently, which  Total Issued Shares (mn) 326.67
include 1) Industry-specific policies: @ Launch of the first batch of machine tool ETFs; .
@ Adoption of the first Chinese-led national standard for machine tool CNC systems; 2) Shares outstanding (mn) 7738
Manufacturing support policies: @ Tax reductions and exemptions for equipment
purchase by high-tech companies in 22Q4; @A special-purpose refinancing program of  Soochow Securities International

W

more than RMB200bn set up by The People’s Bank of China for equipment replacement.

Ramping up capacity for new energy and overseas businesses. 1) Penetrating the new
energy industry. Many components in new energy vehicles and wind turbines require
machine tool processing. The demand for large-scale machine tools is also increasing,
driven by the use of integrated die-casting and large-scale wind turbines. With a
comprehensive product array and specialty in large-scale machine tools, Neway has the
right product mix to penetrate among these clients. 2) Leveraging on the extensive
overseas sales network under the Group, Neway has established a complete sales
network in more than 40 countries, bringing its overseas revenue to 12.4% of total revenue
in 2021, vs 4-6% for its domestic peers. 3) Ramping up production capacity in time. Its
latest production line for the mid-to-high-end CNC machine tool came online on July 28
and is expected to reach full annual capacity of 2,000 units in 2024, adding another
RMB/1bn revenue assuming 2020 average sales price of RMB500,000.

Earnings Forecast & Rating: We expect Neway to deliver strong growth as the overall
industry outlook improve. We estimate its net profits in 2022-24e at RMB271/354/435mn
respectively, corresponding to PE of 28/22/18x. We initiate with an “Overweight” rating.

Risks: Macroeconomic fluctuations; slower-than-expected product development
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o 54544 2021A 2022E 2023E 2024E @ q
BB (BZL) 1,713 1,975 2,511 2,978 B A B
F‘;] kt\ ( % ) 47% 15% 27% 19% — A FPIE300

JEAFIE (B L) 169 271 354 435 .

Rk (%) 62% 61% 31% 23%

FRME (LK) 0.52 0.83 1.08 133 o "

P/E( IUAN &3 37 PR A e

%) 45.53 2833 21.67 17.63 o W
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XHEE: #FRYTR

B FEEFEOBENRES L, ARBIER LT 2007 5, BT 4
BE RAURIT AR TR, i%—i}\??“ P AASHIEHURG AL AL F . B W IR
ERREFTR, NE) FIRPE LK, 2017-2021 F 20 )a 8% 4]

CAGR 273 28%7F7 68%, 44142 4-4) I 2017 564 3.3%32H £ 2022Q1-  KEM(T) 23.49

Q3 49 14.1%, MAEM R, A AH KA T b, 3 XXM  —221/2 540 10.32/27.36

MUREF 200 AP 5, SH 2 R TAGERASE . Ne ATk, RA (1 5.68
P BB T e B ARk 2—. EE R R R ATk ) |

S RBARE RIE A, d) & A6 A A A T N b it Hde s, B A RFA(E 182243

n EXERAMRE, HFAEHALE. BRSSO, )

RERRRKFTY, ELTETHEIURE TR, ATFHEE g pmse

RAL SNFAR BBEHA T, @kﬁ%l?ﬂﬁ%%&%%ﬁ%w% o = il
ik b BAE IS AAEZ TR, BRAK FROFH (L) :

ipiey @ﬁ%ﬁﬁEﬁﬁﬁ,@€A¢Ei%%Mﬁﬁ@ AR H (%) 53.07

ZGEAA. 2) Bl L RHHA: OSHRALLE 2022Q4 M Bk BIEAR(E T K) 326.67

EFE MBS, DAFTIE L 2000 10TVA L 4G5 & BHREFRBR Al A KE TR 77.58

#F; QEBILAESTRRERBPFEZERAZTIE, 11 A 21 B =3

VR G PP R A8 S B R FPIEATAUR b & 5% i 69 EAL. B EGE A 2R AR P A A

m B RSB, REEAVER&EI LS, 1) ke RE Rikig  REFLFRI MG T, L

FIRAOFBATR, NS PR L F G LMk R, £XES @A LR R KT F6 5
LB ARAT, EHBEIERERNBARLAMLYE., —F @, FHEERF
Fa AT RAMGHENR S, FEEZSHIRAATMIL, H—Fd, —K
EFHFRMKERAA ST, st RBIRE RE GG, )itk 4R
HER HENLELEARIZAR. A TarbEdF 554250,
NE) CESKRE T EANAERELT R EOMERNE. 2021 Faikigst
BN B HBIA 12.4%, @B K RATHIM & L2 4-6%. 3) EHBA B &
Pk R KERNE) FRRRE S, NE) R = Fspdds
AR Z LR B ”F 7 A 28 B EEXIET, FitT 2024 HF43A 7, 4
A TG, I EREATHURZ sb 24t 2000 &, FREAE) 2020 #ﬁm
IRFENL 50 B /G F, BHITEHURFIEL 10 12T,

B ZATRERFPR: MEBARETAERT NS, HERFLL R E
TR, NS AR SK R BAF, KAV E) 2022-2024 )35 A)

R A 2.71/3.54/4.35 14T, HATEMAT LS PE 4714 28/22/18
2, BREBELT I IPA.

| | )’Uv'\kf fﬂ)‘l /ﬁ/}izj] [ianfﬂ'b‘;z‘g\%ﬁﬁﬂ @ﬂ\iﬂa%ﬁimﬁﬁﬂl“‘
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ABRBAEARLT 2007 &, PLETAREANREAARE, TEAF T S
PRFL . £ FBRAE. ¥R AREARETR, ARMIEFNZHEL L. AA KA
AT A, RBAENUR. EPRBIEAURE 200 $APA 5 =5, T2 A TH R, A
R, ITRIWK BLFATL, ZEAF ST RAFENBEIR LR —.

B TFHARMNKT HHBFRI, ERERFREHE K. 2017-2021 FE WK 6.4 1CTR
£ 17.1 1270, CAGR=28%. HL# 2019 F &Mk iK% £ & AT U F A TR A, 2021
FZHTFREEHELE R, BKFE+47%. 2022Q01-Q3 ASEH AL ARETFT
FILEI 13.54070, Fl+5%. RATHIBT 2 R A RRAZ AR EAFT FERAT L E RIGik
Fube, 28] KRHUEA AT AL RATUREL A3 %, A ARAN—RE T L AR 4G % TR

A 1: 2022Q1-Q3 BHK 135107, RH+5% A 2: 2022Q1-Q3 12&4AE 1.9127L, FHK+65%
- F L A (2) yoy% )7 A E) A A (2D yoy%
18 17.1 1 60% 2 1 250%
16 529 18
oy = 50% 16 b { 200%

12 + 40% L4

10 r
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30% 1+ 1 100%

08 -
6 20% 06 - 1 50%
f I 1 10% 04 1 0%
- [ 02 L
0 0% 0 -50%
2017 2018 2019 2020 2021 2022Q1-Q3 2017 2018 2019 2020 2021 2022Q1-Q3
HIFEXRF: Wind, REZFiEH (H4) HAERR: Wind, REiEH (F45)

RN RE, = K LS YRFRERIE K, o KA e T SN IE ik Rk
i%%%iﬁinﬁ%ﬁ%%ﬁﬂkﬂﬂﬁ%*%ﬁ%%&M%mﬂ#kﬂ%i#@\
= XEAEAURA B X BIEAR B LN CAGR 2514 51.6%. 14.6%F 21.6%. H-dk4r
Gk AE, KA MTFOLS ST KPR S, RANE)FH—KLS,

B 3: ZKAFIMRF BHARFEEK (B4 127T) B 4: KA ATk SN b ibiig R4t
LELS miEAUA EL A i EHA mER K ST AR
RERpOAL  midsbag AREERA AT
18 r AE2L b 100% -
16 | 90% |
14 I 80% i
12 70%
10 50 60% 31% - 299,
8 29 25 j(o):ﬁ’ B 45% 38%
6 | 35 ©
PR B 30 T 30% |
” 29 : 20% . 41% 39% 45%
o L_1s = 0 = 10% | 23% 30%
0 ')- 2 I ) l 209 ‘ 207 I 0% ! .
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
HAERB: Wind, KR FiEA (F#) HAERR: AEFLAARIT, RRIEAS (F)

ARAT LK f0 R38”, FARBAERAK. B AVUR = LF F AL T4, AR
K8, [EMEANEER, “Ri REFAEP L 1) KRB A, KEIRATLL T
K38 FAZHUR ) B R AR AR B e 35 B R, S RAVRI G ER EH BT ER; 2)M
SHAE & ILE, RNTT SR L & B APURT 569 10-15% 44 3) AHURK Aa
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WAEE, BANERS A5 B ER F &, EiEXEE%T, 2020 F0 R PURSE T 942
6.0-10.1 Z £U/4, £aHMIR271-357 £0/4, B FAEMEM T RG.

HETHRERTEEIAE LS, BATLREE. 2022 F T FF0hk, B R FHE

AT B AR G FAN A FR TR, B E—FINBORATRIF. 1) ALK ETF K

o 2022 59 A 18 B, HMAHUR ETF—AE B FiEHUK ETF A= H & FiEHUR ETF 3K
JEME A HE, BATAUAES A A 52 40 1224270, 2) B A S W EE A AE RIFELH:

2022 %9 A 27 H, BT EZFHIURIIE 24 A 5| B IFARE 1S023218-2 JEX KA.

PR ERAHECE, RROFHFEEHERA LRI FREA. PR —H”
S AR 10 F, E—RAURAEE ST E 2011 FATE, ARIE 10 F AL LA F
e EATEH, RATFIEF 2020 SFRARATL 10 F B H6945.5, M 2021 FHFHHANE
R, AR RGBT 6 S AR A e L, 2022-2025 S4B b HIALR A2
WEHERA LA R F &, X FH M 15 T /G, NEFEHPAIEIA 1200 127,
B 5: B =#4x2 B WHAR T HIAER K

2020A 2021A 2022E 2023E 2024E 2025E

ERNHNIKEE () O=0*0 446 62 65.5 70.2 79.9 72.7
e RHMEARZEENRER (F4) Q 80.4 79.5 79.4 78 79.9 727
&I EELO) 0.55 0.7 0.83 09 ‘ 1 1 ‘
AR E (%) @ 43.2% 47.4% 51.5% 55.7% . 59.8% 64.0%
$Ee ik EE (FE) O=0*@ 193 26.3 327 39.1 478 46.5
B BMNMEARLENELR (F4) ©=0*@ 34.7 376 40.9 434 478 46.5

M (FR) @ 18.8 19.4 19.9 20.5 212 218
E 7 E KT HAAL T (L) ®=0*D 362 510 653 803 1011 1014

IR R: Boaval g, RRIER (F4)

BB IBAN, RRIGEAIERKMIN LS. 1) ke F Rk i kegdrek
BATAL, NS HURAY £ F 5 B, £ R BAEARLE N RIAT, 46 R aR
EAROAREA LY. —F @, FARFRRIE TR ERS, FESFIR
WAL, H—Fd, —RCEHERRAIKREAE ST, st RBIRE KB P, n
bRk, HERLBLZLRIZER, i TAREAFEHNHEZE, 2
8 LEARE TS NMNERAELT TEMHE ML, 2021 FARBEIMN ELX 12.4%,
B 1 R ATHEIMON B o2 4-6%. 3) B4R B B F & T A RERANS) FRARETD.
8] FAZR B “Z B Gk AARAUR Z AR B T 7 A 28 B E XA F, it T 2024 F
AEGA T, AHATE, KBS EBBIURT ST 2000 &, ERAE) 2020 FAUK
FHEML 50 7 /G IHF, IR LY 10 1L,

MG FGRAR: AR EIE 2T WS IBEIREE RE, RRME & 48 R
AR, 8] BT Bt — 3 K RATTIT AN 8) 2022-2024 4545108 57 A 2.71/3.54/4.35
1270, BRTIEMAT L3 A PE 9514 28/22/18 42, & KB E4 T W H 1A,

KRR T ZINELFET. oA TR, B GEBE K FH R,
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KEFE (BHAL)  2021A 2022E 2023E 2024E #)iE%&k (BF L) 2021A  2022E 2023E  2024E
RADK T~ 2,397 2,644 3,614 4,135 EAJA 1,713 1,975 2,511 2,978
N4 793 997 1,142 1,667 R:E LR A 1,280 1,440 1,832 2,174
JL K 821 802 1,233 1,201 & W A B An 7 8 10 12
e 754 806 1,178 1,177 ERI% 133 138 171 194
MR T 29 39 61 91 & 32 % F) 36 36 38 36
R T 436 462 477 482 A %A 74 89 113 134
K HPEARAE 1 1 1 1 W 4 5% ) 2 0 0 1
B &%~ 220 243 254 255 = BARR K 13 0 0 0
HEHEIA 79 79 79 79 AmAL IS 7 20 25 30
PR i 62 62 62 62 HAl s 7 16 20 24
H AR R 74 77 81 86 TR E 2 0 0 0
Y Pk 2,832 3,106 4,092 4,618 FLA)HE 183 300 393 482
B Ak 1,573 1,637 2239 2,290 Ao:E ks R 6 3 4 5
%2 B4 2K 85 85 85 85 AR ¥ A 189 303 397 487
JIAT KK 895 905 1,385 1,333 R FTAFALE A 20 32 42 52
H AR sh 7 fr 592 647 769 872 VR AR A 0 0 0 0
E A R 19 39 69 109 V2 B8/ 3) 44)iH 169 271 354 435
KA 0 0 0 0 EBIT 177 281 368 453
H AR RS 1R 19 39 69 109 EBITDA 207 308 396 483
R tiait 1,591 1,675 2,307 2,398
VB FR AR 0 0 0 0 EEZMF5EERAF 2021A  2022E 2023E  2024E
DEVEREINE N &R € 1,241 1,430 1,784 2,220 HRIKE (L) 0.52 0.83 1.08 1.33
AR AR RAR A 2,832 3,106 4,092 4,618 FAET (L) 3.80 4.38 5.46 6.79
RATAEIN AN (B 77 BR) 327 327 327 327
ROIC(%) 16.41 17.51  19.01  18.76
RAEARER (BHML)  2021A 2022E 2023E  2024E ROE(%) 13.58 1894 19.85  19.61
ZEFEHAER 218 296 129 485 4% (%) 2527 2710  27.04  27.01
R FDINAR =762 =30 -15 0 4HE %45 (%) 984  13.71 1411  14.61
EREDILR 571 61 31 40 F= RBE(%) 56.18 5395 5639  51.93
A3 R 27 205 145 525 A3 K& (%) 47.06 1533  27.10  18.64
718 Fe 4 30 27 29 30 A3 K F (%) 62.06  60.69  30.75  22.90
AT -118 -47 -36 25 P/,E‘(%m&%‘%”i$ 4553 2833  21.67 17.63
PeE)
TERALE) 21 20 225 54 P/B (ILAH) 6.18 5.36 430 3.46
HIERR: Wind, &REZIER (F#%)
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AAVAE S RSB AL B BAIRE, RE FTEATA &) A R RAST T BT
BRAESREATAZANAN L, AAT ARSI B ARERIAE Fit k. AWK, R
A AER N ES AAF A X, T2 EIFF TN AR RIAZAGAFIARIE, TR RAT
Ak R IUAE B AEAT O = R =25 B RARIE.

FIREEFA:

TR B K RZAARIA N FARABEZETARAITREER I HGAN BT, FRAER
HIRE.

R R Z 3 B B A F TS 55 45 8 AR TARAT TAE A R 4.

Eﬁ%éa #frm REIKAATANE LR / AT / #F BSEE W A IEAT 8] ZAE A SATAE

R EE

ﬁ%%ﬁmiﬁ%%A%*ﬁ&ﬁﬁ%/%ﬁ/ﬁ&%@m%&ﬁ&ﬂ<%$m%ﬂ
A0S,

AZEABRZRA NS (TARTAZIEABRR IR AN ) KL EBANS) TR
FA RIS PRt 9 KAT A T 39 K AAEY TR A L0 545

A FAEAE R E 8] F3E ARE T AT NS EAZ T E K.

REIEAERFRREER NG HIRE PRI GGG AR 12 A REAHIETIZTA4AR
T S% #.

AR RAEAE R R B A 8] RBFIZIREZHITE LR N3 B EATH AKX A

5 # A

AREHAZIEABRAE, R ZIEARRGE LR, Aod) I EZERANKE]
AR A A B P . oA 8) 8 42 R 49 355 R A1) 22 0k SR R4 AR ZAEA B PR I AR
AR, AT IEARIRE 69 B ARK AT R, AR IRE 69 % A — R TIL, FFRF &
F M AR AT RA T TR TA R MBORIL, 3B BARBAFAE R, FAEmaH
BREFEFRIES, BE SR YRR A b ek T B @, 8 TR AL T4
Bk 5 A, AR ARATIR R RIT ART LG AT, AT EAERIE SR W4 2, Bk,
Ao | RASE I A BRI AR A AH A TATA B T AT B AR R IR.
AIRE L% é%@ FESTIE L RAE,

AIREFTEFTARE IR A RR T R RIEAR FTEZHIER, 124 X 24 B FRITF
Tk HL AR AR AR X6 B L ThRE . R BARAE (R B = REKF) , FikiE
B/ REHAEFHFE LT, FEZIEAEFRBERRHAIRE PTHZ M5 AR A ARIAEAT T
1. ARG TR LA A AR 2 3 B

AIRAE P K A Z 3 BTN Ay T AIRE B 693187, 51T T ERmBAEAd 4, K5
HBIASL, RIRE P3| A 64T e G B8 3 AR AT A I, WTEERIT R EAE A B B RN
TERF. ERRNS, AZIEABRTRET REMEL. WEBSW F kL H 5 ARE AT
BEI. 1AE BTN R —B A HF R RAE . AT F PTG TURIK & 7T A8 R T AR B 9188, 1E4T
B 9 B VT B8 AIRE TR A = & F K B8, R ZIEA B IR IR E SARAEAET TN
KE—F2FEI,

AZIEAERGEEAT . RHYAR AR EME L A LT 48R IE R BB A AT
KRR AT 7 ik dn 1 Sk R P @A S RRE B LA E BN —E T 518 F/ R H A
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B R E) EA K E AR IR TR B AT EH L 5. RERIEABRRALER
A H B B30T, e A BT ARIRE A P BR8] ZAE A RATA S0t , AR
B3R FT fe 55 AR PR ML &5 R —3 .

AARE BT BN B BALE, ARSI AT Y. ARIRE AR R ZE A B FRAT
H, REANERE, TMPMETF XLH . 2RI AIRE T 1B TA. RIREAUE
B IR ALATH S FAFAATAT 8] 355 4EAR T 693075 AR A 42 2 RABHIM F 3 b & 47 TR
£ REMT) S A IR AR GEATIES, TR T YRR RE e e T L, RZIEAEFEM
AR 3B A% AR BT 84035 T 7T A8 AR SR A48 5| AT i AE, MERMK.
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A AR A R R — 12 HRIE .

AIRE B PTBAZ & FF A2 A E B R EAEATE k. FIA . THFE| AL LIRS
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