Equity Research - Company Research - Auto Parts

Ningbo Xusheng Group Co., Ltd. (603305)

Towards a platform-type firm of lightweight

vehicles, NBXS initiates its second curve
Buy (Maintain)

Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 3,023 4,525 7,035 9,506
Growth (YoY %) 86% 50% 55% 35%
Net profit (RMB mn) 413 696 1,054 1,462
Growth (YoY %) 24% 68% 51% 39%
EPS (RMB) 0.62 1.04 1.58 2.19
P/E (X) 65.54 38.92 25.71 18.52

Key words: # second curve

Investment Thesis

Ningbo Xusheng Group (NBXS) is committed to the field of lightweight vehicles,
building a platform-type enterprise. Engaged in the field of lightweight vehicles for 20
years, NBXS focuses on the R&D, production and sales of precision aluminum alloy auto
parts and industrial parts. Its revenue continues to rise thanks to the explosive growth of
its major customer's top-selling vehicles, recording sales of Rmb3.265bn in 1Q22-3Q22
(YoY +62.3%). NBXS has excellent cost control and competitive profitability compared
with peers. Benefiting from the price decline of commodities and aluminum alloy, NBXS's
NPM began to bottom out, achieving net profit of Rmb485mn in 1Q22-3Q22 (YoY
+46.2%). The company continues to expand its production capacity by secondary market
financing, hopefully achieving total output of Rmb15bn+ after project construction and
ramp up. We expect NBXS to become a platform-type enterprise of lightweight vehicles.
Ongoing expansion of aluminum alloy lightweight market leads to broad growth
potential for relevant companies that have independent technologies. Aluminum alloy
can be used in a wide range of scenarios, such as transportation, energy storage, consumer
electronics, and communication. According to Precedence Research, the size of global
aluminum alloy die-casting market may reach USD82.67bn in 2022 and USD116.9bn in
2027. In terms of automotive aluminum alloy, driven by rapid development of automobile
electrification, fast-growing demand of lightweight vehicles should promote the expansion
of automotive aluminum alloy market. We estimate that the market size of domestic
aluminum alloy for passenger car is likely to reach USD41.7/58.1bn in 2025/2030.
Currently, the market is mainly shared by foreign companies that enjoy first-mover
advantage, while domestic firms, such as NBXS, IKD, Wencan, and Guangdong Hongtu,
only account for single-digit market share. Through "domestic market expansion + market
share improvement + overseas capacity transfer", leading domestic aluminum alloy die-
casting enterprises are likely to achieve sustainable revenue growth.

Fully covering major processes of die-casting, forging and extrusion, NBXS initiates
its second curve by product expansion. Rarely seen in industry, NBXS masters molding
and mass-production capacities for three major aluminum alloy processes of die-casting,
forging and extrusion, as well as provides systematic lightweight solutions for Tierl firms
such as SSDT/ZF/CATL and major OEM like Tesla/NIO/GWM/BYD. NBXS also enters
aluminum bottle business for household energy storage and consumer products. In 2022,
NBXS received 14 procurement agreements from a domestic EV customer, one aluminum
bottle procurement from a European importer and distributor of catering equipment, cream
chargers, and other products, and one household energy storage procurement from a
foreign new energy customer in 2022. NBXS’s second curve begins to manifest with multi-
dimensional and broad development of its overall business. Meanwhile, thanks to industry
policy and business expansion, we expect NBXS to accelerate the construction of global
off-site production capacity to further drive up the revenue growth.

Earnings Forecast & Rating: We maintain sales and NP forecast of Rmb4.53/7.04/9.51bn
and Rmb7.0/1.05/1.46bn, with P/E at 38.9x/25.7x/18.5x. We maintain the Buy rating.
Risks: Unexpected chips supply shortage, lower-than-expected demand recovery, higher-
than-expected price fluctuations in aluminum alloy.
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Market Data

Closing price (RMB) 40.70
52-week Range (RMB) 17.78/48.60
P/B (X) 5.03
Market Cap (RMB mn) 27,129.89
Basic Data

BVPS (RMB) 8.09
Liabilities/assets (%) 44.08
Total Issued Shares (mn) 666.58
Shares outstanding (mn) 666.58
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FERfEA (BFL) 2021A 2022 2023 2024E ##EEA (FFAL) 20214 2022E  2023B  2024E
il 4,665 6,135 8713 11616 ELIEBA 3023 4525  703% 9506
ER e S e Xy 2,602 3272 4243 5522 Bl ASERE) 2296 3445 5347 7177
BB MR 1,028 1,561 2427 3279  HAAMn 8 13 21 29
B 920 1,133 1,831 2556  AHERA 21 23 35 48
SRR 0 0 0 0 EEFA 76 77 120 162
HMRH T 114 169 213 258 AR A 129 158 239 314
Eli0c s 3513 4107 4,703 5298 W5 22 140 165 185
KHBAIESE 0 4 8 12 Aol 18 72 84 91
B R R ARK 1,797 2,024 2246 2458  #FIAIEA 13 27 35 19
fETAE 1,251 1,550 1,849 2148 ARMEEH) 3 0 0 0
V7% i 361 425 497 577 AdAdRk -38 -4 -4 -4
A 0 1 1 3 RAAEKRE 0 5 0 0
KIEHETE 2 1 1 1 EdAlE 467 770 1224 169
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FEEat 8178 10241 13416 16914 FLEESR 465 772 1224 169
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K2R —F N 2| B0 AR AR 736 736 736 736 AAlE 413 695 1052 1461
BB RAFER 1,780 2643 4,102 5506 RV EEANE 1 1 1 1
SR Rt 114 1 2 2 VaBARNE) AALE 413 69 1,054 1462
A ik 104 223 386 517
JEAH Atk 1,786 2286 2,786 3286 M- BRAIEE(T) 062 1.04 158 219
KARHEE 400 400 400 400
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AT A% 0 0 0 0 EBITDA 598 1098 1618 2184
HaedEAS) Atk 116 116 116 116
Afait 4521 5,889 8011 10047 £A41%(%) 2406 2388 2400 2450
V2 BN PR A 3,653 4,350 5404 6,867 JAEREAIE(%) 1367 1538 1498 1538
VIR FARGE 3 3 2 0
HiA AR SE AT 3657 4353 5,406 6,867 HAIEKFE(%) 8577 4967 5547 3513
AR FRARE 8178 10241 13416 16914 )aERHFlERIEKE(%) 2416 6840 5140 3879
NerkEER (BAL) 2021A  2022E  2023E  2024E EEME-LiEhien 2021A 2022E  2023E  2024E
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HIEDINAR -1,191 -851 911 987 WA (BHIL) 667 667 667 667
FFENNAR 1,928 329 294 259 ROIC(%) 885 1094 1363 1561
I HE AR 1,103 670 970 1,280 ROE-#:7%(%) 11.31 16.00 1950 21.29
e Fedey 124 288 345 407 T RBEE%) 5528 5750 5971  59.40
FAT £ -1,446 -873 941 -1001 P/E (IUMNESA AR ) 6554 3892 2571 1852
TERALH -206 4 -105 -173 P/B (IH") 507 424 340 267
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FMARIRE AT AT TR R MBORIL. BT BAFESEAE R, FEMEAH
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A | RASE LA R AR AT A AR TATA B T AT B ARF R R.
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