Equity Research - Company Research - Chemical Fiber

Jilin Tangu Carbon Fiber Co., Ltd. (836077 )

As a leading domestic manufacturer of carbon
fiber precursor, Jilin Tangu thrives with

industry prosperity and dominant market share
Buy (Initiation)

Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 1,209 2,095 2,994 4,026
Growth (YoY %) 10% 73% 43% 34%
Net profit (RMB mn) 315 722 899 1,186
Growth (YoY %) 126% 129% 24% 32%
EPS (RMB) 0.99 2.27 2.82 3.72
P/E (X) 49.84 21.73 17.46 13.23

Key words: # Capacity expansion
Investment Thesis

B Known as “king of new materials in the 21st century”, carbon fiber is widely used in
downstream industries and sees rising prosperity. Carbon fiber is known as “king of
new materials in the 21st century” because of its light weight and corrosion resistance
quality, and its performance is significantly superior to traditional materials. Carbon fiber
has been widely used in aerospace, railway, wind turbine blades, automotive lightweight,
industrial, and other fields. 1) Demand: as per Ata Machinery (Guangzhou),
global/China’s demand for carbon fiber in 2030/2025 will exceed 400,000/159,200 ton,
+338.98%/+155.27% from 2021. With independent technology R&D and upgrade of local
carbon fiber manufacturers, we saw rapid development and gradual import substitution of
domestic carbon fiber. 2) Downstream application: in 2021, wind turbine blades, sports
& leisure, and aerospace accounted for the largest downstream demand:
33,000/18,500/16,500 ton. Wind power: compared with traditional composite material of
fiberglass, carbon fiber has a lightweight effect of 20%-30%, while maintaining more
beneficial characteristics of rigidity and strength. By adopting thin airfoil with higher
aerodynamic efficiency and increasing blade length, carbon fiber can improve wind
utilization and annual electricity generation to reduce the comprehensive use cost. Ata
Machinery (Guangzhou) forecasts that the wind power market requires 190,000-200,000
ton of carbon fiber by 2030 (33,000 ton in 2021). Aerospace: use of carbon fiber composite
materials in civil aircraft gradually increases with the development of civil and commercial
aviation industry, such as in B787, A350 and C919. Developed by COMAC, C919 utilizes
12% of carbon fiber. According to COMAC’s website, orders of C919 amount to more
than 1,000, which require >5,000 ton of carbon fiber composite materials.

B Core competitiveness of Jilin Tangu Carbon Fiber (JLTG): leading technology, high
customer stickiness, dominant market share, scale effect and regional advantages. 1)
Product and technology: JLTG's mass produced large-tow carbon fiber of stable quality
enables the comparison of domestic carbon fiber with international peers' products, with
even superior performance in some non-high-end products. Certain price advantages of
JLTG's products drive the import substitution of domestic carbon fiber, especially large-
tow carbon fiber. 2) Customer and brand: thanks to high quality and relatively low price,
JLTG's carbon fiber precursor is recognized by customers and adopted by major domestic
carbon fiber companies directly or indirectly. 3) Cost and scale: due to high technical
production barriers and expensive equipment, dilution effect of R&D and fixed asset cost
for carbon fiber precursors is considerable, leading to significant scale effects. Of 61,400-
ton domestic carbon fiber precursors used in 2021, 32,600 ton was produced by JLTG,
indicating >50% of domestic market share. 4) Regional advantages: as one of the industry
clusters for carbon fiber, Jilin is greatly supported by Jilin provincial and the municipal
government, leading to certain technical coordination advantages within the region.

B Earnings Forecast & Rating: We expect JLTG to achieve EPS of RMB2.27/2.82/3.72 in
2022-2024, indicating P/E of 22x/17x/13x. Considering JLTG's leading position in the
industry, we initiate with a “Buy” rating.

B Risks: Price fluctuation of raw material, high concentration of customers, new product
development risk.

H S Wik EXZ BT E AR

[7) RREEEE)

S spoc RITIES (HK)

6 January 2023

Research Analyst
Ruibin Chen

(852) 3982 3212
chenrobin@dwzq.com.hk

Price Performance

Jilin Tangu Carbon Fiber
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Market Data

Closing price (RMB) 50.89
52-week Range (RMB) 40.18/72.97
P/B (X) 12.11
Market Cap (RMB mn) 16,215.40
Basic Data

BVPS (RMB) 420
Liabilities/assets (%) 57.66
Total Issued Shares (mn) 318.64
Shares outstanding (mn) 94.93
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FERfEA (BFL) 2021A 2022 2023 2024E ##EEA (FFAL) 20214 2022E  2023B  2024E
il 578 1474 2401 3911 Edb¥on 1209 2095 2994 4026
ER e S e Xy 248 997 1,658 2909  BLRAGEHEL) 717 1222 1854 2573
G R 88 111 185 245 B 5 7 1 14
B 218 341 532 731 AHERA 7 1 17 22
SRR 0 0 0 0 FEFA 16 28 40 53
HMRH T 25 25 25 5 HREEA 39 34 73 82
Eli0c s 1,740 1,984 2229 2443 WA 73 31 23 15
KIAIZ S 0 0 0 0 Jmiddiks 13 13 25 29
B R R ARK 1,219 1,495 1,729 1940  #AAIGE 0 1 1 1
fETAE 192 139 138 125 ARMMEES) 0 0 0 0
V3% v 119 140 153 169 BJEMK -1 0 0 0
A 0 0 0 0  FAAEMRE 0 0 0 0
KIEHETE 2 2 2 2 EALAE 364 776 1002 1298
B VR |V ivris 207 207 207 207 AN 0 0 0 0
FEEat 2318 3458 4,630 6,354 FIiEEH 364 776 1002 1298
Az Rtk 888 1,206 1,709 2221 RFAFHL 49 54 103 112
K2R —F N 2| B0 AR AR 309 309 309 309 AAlE 315 722 899 1,186
BB RAFER 469 725 1,137 1561 BRI A 0 0 0 0
) Rtk 72 100 163 220 V3 BAE) AL 315 722 899 1186
A ik 39 73 101 137
FEAH R 575 675 445 465 ERM G- RATBAIETE () 0.99 227 282 372
KARHEE 530 630 400 420
JIATR A 0 0 0 0 EBIT 436 793 1000 1282
AT A% 0 0 0 0 EBITDA 517 932 1160 1467
HaedEAS) Atk 45 45 45 45
Afait 1463 1,881 2,155 2693 £A1%(%) 4070 4166 3807 3609
V2 BN PR A 854 1576 2475 3661 JAEREAIE(%) 2603 3446 3002 2946
VIR FARGE 0 0 0 0
PR AR asat 854 1576 2475 3661 PAIEKE (%) 971 7323 4290 3447
AR FRARE 2,318 3458 4630 6,354 JAEREA)EN KR (%) 12609 12933 2449 3198
NerkEER (BAL) 2021A  2022E  2023E  2024E EEME-LiEhien 2021A 2022E  2023E  2024E
BEENNER 169 1,063 1,327 1653 HRATE(0) 2.68 495 777 1149
BFFEHNER -439 -381 -406 397 FAHRATISNESY (T L) 319 319 319 319
FFENNAR 324 67 -260 -5 ROIC(%) 2699 3508 3148 3095
B 53 749 662 1251 ROE-#4(%) 3685 4580 3631 3240
WrIEFods 81 138 161 185 F= FAER(%) 6314 5441 4654 4238
FAT £ -435 -382 -406 -398 P/E (IUMN&RATRAMEE ) 4984 2173 1746 1323
TERALH -299 137 210 222 P/B (JU) 18.36 995 6.34 429
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B I AT TRAFAALAT ) ik 75 BEAUT 693075 A% A 3R 2 RABHLIM 5 3, bk & 4E4T TR
25 R A F) M A PR ATATIE . K5 . YRR mk T A, A ZEAERBER
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