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Leading heavy-duty truck manufacturer is the 14 April 2023
biggest beneficiary of industry's upward trend
S Research Analyst
Buy (Initiation) Ruibin Chen
(852) 3982 3212
Forecast & Valuation 2021A 2022E 2023E 2024E chenrobin@dwzq.com.hk
Revenue (RMB mn) 561 304 409 573
Growth (YoY %) -6% -46% 35% 40%
Net profit (RMB mn) 10 2 10 14 Price Performance
Growth (YoY %) -45% -719% 367% 37%
EPS (RMB) 088 019 089 122 s Sin0Otruk Jinan Truck Csl 300
P/E (X) 19.22 89.53 19.18 13.96 a6
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Investment Thesis

Industry: Macroeconomic development drives the upward shift of sales, with policies
being an important external force. We expect sales volume to be 0.89/1.21/1.32mn
vehicles in 2023-2025 respectively. The domestic heavy-duty truck industry is showing a
fluctuating upward trend under the influence of three factors: growth, cycle, and policy,
which fundamentally reflects the long-term trend of domestic macro economy's continuous
development. 1) Volumes: the number of heavy-duty trucks is determined by the GDP that
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reflects the social transport demand. The annual sales of heavy-duty trucks are determined
by change in the number of trucks in use and the rate of scrappage; the end-consumption ~ Closing price (RMB) 17.99
and capital formation sectors affect the demand for logistics and engineering heavy-duty ~ 52-week Range (RMB) 8.95/18.49
trucks respectively; various factors such as economic environment, service life, and P/B (X) 153
emission standards together affect the rate of scrappage of heavy-duty trucks. Since 2000,
domestic heavy-duty truck sales have essentially reflected the cyclical fluctuation of the Market Cap (RMB mn) 21,134.22
supply-demand relationship caused by the short-term economic cycle and external policy .
factors. Combined with the economic development cycle, the heavy-duty truck industry is Basic Data
currently at the bottom of the cycle. 2) Structure: the domestic heavy-duty truck market ~ BVPS (RMB) 11.79
structure is relatively stable, with a CRS of >80% in the past ten years, with Sinotruk, Liabilities/assets (%) 57.75
Shaanxi Auto, Faw, Foton, and DFAC leading the industry.

® Company: As a leading manufacturer of heavy-duty trucks, Sinotruk enjoys core Total Issued Shares (mn) 1,174.87
competitiveness of excellent management and leading technology. 1) Stable state-  Shares outstanding (mn) 1,174.78

owned shareholding ensures the participation of foreign capital and enhances technology.
Sinotruk is a core heavy-duty truck manufacturing company under Shandong Heavy
Industry Group, with state-owned holding. MAN, Germany is the second-largest
shareholder of the company and invests to ensure the stable technology input in the early
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stages of the company's development. 2) Sinotruk has a stable market share as an industry ?f‘ﬂ‘k mE A EMFAE R
leader. 3) Sinotruk's profitability has been stable, with GPM and NPM centered at 10% 2k 3 3% )

and 3%, respectively. Since 2012, Sinotruk's expense ratio has shown a downward trend
thanks to excellent management and significant cost reduction & efficiency improvement.
With three advantages of product, technology, and channel, Sinotruk should fully
benefit from the industry's upward trend. 1) Comprehensive product coverage:
Sinotruk owns brands such as Huanghe and Howo, covering a full price range from
Rmb0.2-2mn. Sinotruk has the most comprehensive driving form and tonnage coverage in
China's truck industry. 2) Continuous improvement of technology ensures leadership.
Sinotruk has successively cooperated with STAHL, MAN, and Weichai, and under the
support of STAHL and MAN technologies, it has gradually achieved independent and
controllable core technology. 3) Channel: the company has a mature sales system with
300+ domestic distribution networks and overseas assembly factories/sales stores, and a
comprehensive channel layout both domestically and internationally.

Earnings Forecast & Rating: We estimate the company's 2022-2024 revenue and net
profit to be Rmb30.4/40.9/57.3bn and Rmb0.222/1.002/1.422bn, corresponding to EPS of
Rmb0.2/0.9/1.2 and PE of 90x/19x/14x. We initiate with a Buy rating.

Risks: Lower-than-expected industrv recoverv: large fluctuations in raw material price.
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FERfEAR (BFL) 2021A 2022 2023 2024E ##EA (FBAHAL) 2021A  2022E  2023B  2024E
il 298 186 365 339 ELEHA 561 304 409 573
R REBZ e ekt 79 93 9% 110 BlAAGAERE) 520 284 371 515
G R 162 58 177 149 AR 2 1 2 2
B 50 29 84 3 AERA 10 4 6 1
SRR 0 0 0 0 EEFA 3 3 5 9
HMRH T 7 6 7 7 HRESEA 6 3 5 9
El0c s 57 54 51 41 WA 0 0 1 1
KHBAIESE 0 0 0 0 el 0 0 0
B R R ARK 32 30 29 21 G 0 0 0 0
fETAE 9 8 7 5  AAMMEES) 0 0 0 1
A 9 9 9 9 BUEMK -1 2 2 -3
A 0 0 0 0  FAAEMRE 0 0 0 0
KIEHETE 0 0 0 0 EiLAlE 20 7 21 28
B VR |V ivris 7 7 7 7 BN 0 0 0 0
FEdat 355 240 416 386 FIEEH 21 8 21 28
AR 201 85 245 194 BT 4 2 5 7
SEHUEBBE—F M 2| B0 AE A T4k 6 6 6 6 4+l 17 6 16 21
BB RAFER 132 42 195 134 RV HEARE 6 3 6 7
AR Stk 15 9 12 16 V2 BAPAE) 441 10 2 10 14
A ik 48 28 32 38
JEFRE it 4 4 4 4 BROMGE-RZHBAREE(T) 0.88 0.19 0.89 122
KARHEE 0 0 0 0
JLAMA- 0 0 0 0 EBIT 20 9 23 29
AT 0 0 0 0 EBITDA 22 1 25 31
HaedEAS) Atk 4 4 4 4
At 205 89 249 198 £A1E%) 7.38 6.61 937 1027
V2 BN PR A 139 137 148 162 )3E4HIE(%) 185 0.73 254 249
VIR FARGE 1 14 20 26
PR ER A 150 151 167 188 BN KE(%) 640 4577 3459 4006
AR FRARE 355 240 416 386 JaERE AR (%) 4479 7853 36689  37.37
AeRER (BHA) 2021A  2022E  2023E  2024E EEME-LiEhieAn 2021A 2022E  2023E  2024E
BEHENIER 21 18 3 13 HMAT=(0) 1184 116771 1725626 1,377.90
BREDAER 5 0 0 1 RIEATES I (B 12 12 12 12
FFENNAR 31 4 0 0 ROIC(%) 11.78 433 1035 1197
NG 47 14 3 14 ROE-#:#(%) 746 162 7.05 883
e Fdell 2 2 2 2 FE AR %) 5779 3704 5977 5126
FAT £ 5 0 0 0 P/E (NERATANEE ) 1922 8953 1918 139
TERALH 0 9 -17 12 PB (I) 143 001 001 001
HAERIR: Wind, RFEA (F5) , &XIeRAEY, AXIEAB T PRI AHART, TREH AR ZIEA (F5) Tnl.
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