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Domestic Demand Was Weak While Overseas Demand
Remained Resilient, "Accumulate"

o We maintain "Accumulate", and reduce TP to HK$21.10. As China's

economic recovery was relatively slow in 1H23, domestic downstream Rating: Accumulate
demand is still weak. We reduce our Haitian International (the “Company”)
2023-2025 shareholders' net profit forecasts to RMB2,470 mn (-3.4%) /
RMB2,768 mn (-2.2%) / RMB 2,990 mn (-3.3%), respectively. We forecast
the Company's earnings per share in 2023/ 2024/ 2025 to be RMB1.547,
RMB1.734, and RMB1.873, respectively. Our TP represents 12.0x/ 10.7x/ 6-18m TP Hirth: HK$21.10
9.9x 2023-2025 PE ratio and 1.6x 2023 PB ratio.
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° The Company’s 1H23 results were in line with our expectations. The

Share price B/ HK$16.840
- Company's revenue in 1H23 was RMB6.4 billion, a decrease of 2.0%
JE é_ YoY, slightly weaker than our expectations. However, with the
% 3 improvement in the Company's gross profit margin and the increase in Stock performance
< finance income, the Company's net profit has achieved a good growth. b2
ot = The Company achieved net profit of RMB1.2 billion in 1H23, an increase 50.0 T 9 of return
5 % of 5.0% YoY. 400 4
" x o The Company's gross profit margin improved. The Company's gross 300 1
2 profit margin in 1H2023 increased by 1.3 ppts YoY to 32.0%. We believe 2.0 1
& u% the Company may maintain its gross profit margin in 2H23. Raw material 10.0 -/'\
prices may remain at the current level. The RMB exchange rate may help 0.0 fo : :
to increase the gross profit margin in overseas markets. Besides, the (10:0 1 W
Company's capacity utilization rate may improve as domestic demand (20.0) 1
may continue to recover, which may further increase the gross profit (3001
. (40.0) -
margin. Aug-22 Nov-22 Feb-23 May-23 Aug-23
° Demand in overseas markets remains resilient, and the Company HS! index Haitian Irtemational
continues to expand in overseas markets. Overseas market demand
= remains resilient. The Company's layout in the global market is balanced.
Bl E Despite significant decline in the Southeast Asian market, the Company's Cha”?“f in Share Price iMm M 1f
w @ growth in Europe and North America still drove the growth of overall et 225 1A 3A 1%
7 g overseas revenue. With continuous improvement in the Company's Ag’;"fz B % (1.1) (8.8) (5.1)
W E product competitiveness aqd servnges, we believe that its share in Rel. % t0 HS Index 53 05 a1
S overseas markets may continue to increase. The Company's overseas *HX‘J‘WE’M{ %
= revenue may maintain steady growth in the long term. Avg. share price (HK$) g 18.1 18.7

PRI GBI
L] Catalysts: Downstream demand recovery; drop in raw material prices; Source: Bloomberg, Guotai Junan International.
increase in the Company’s capacity utilization.

° Risk factors: Downstream recovery may be less than expected; progress
of the Company's overseas market expansion may be slower than

expected.
Year End Turnover Net Profit ERS ERS PER BPS PBR DPS Yield ROE
< G LON J 2R 5 BRI A BRI A S (R T DEREiE S 53141351 R R
ac 12/31 (RMB m) (RMB m) (RMB) (A %) (x) (RMB) (x) (RMB) (%) (%)
% 2021A 16,018 3,052 1.912 27.8 79 9.984 1.5 0.546 3.6 19.9
. 8 2022A 12,308 2,265 1.419 (25.8) 10.0 10.659 1.3 0.773 5.5 13.7
@ \—ﬂ; 2023F 12,816 2,470 1.547 9.0 9.6 11.725 13 0.481 3.2 13.8
3& g 2024F 13,965 2,768 1.734 12.1 8.5 12.934 1.1 0.525 3.5 14.1
@ % 2025F 15,112 2,990 1.873 8.0 7.9 14.219 1.0 0.588 4.0 13.8
Fx g Shares in issue (m) &HEEC (m) 1,596.0 Major shareholder AJi %< Sky Treasure Capital Limited 27.2%
E Market cap. (HK$ m) 1ifl (HK$ m) 26,876.6 Free float (%) H i LLE (%) 39.1
= 3 month average vol. 3 > H P42 i (‘000) 1,561.9 FY23 Net gearing (%) FY23 i ffi/lk 4% 4 (%) Net cash
I% 52 Weeks high/low (HK$) 52 i &= /ME (HK$) 26.500 / 13.900
I

Source: the Company, Guotai Junan International.
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Figure-1: Band of PER

Figure-2: Band of PBR
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Source: Bloomberg, Guotai Junan International. Source: Bloomberg, Guotai Junan International.
Table-1: Peers comparison
Market Cap PE (fiscal year) PB (fiscal year) ROE(%) D/Y(%) EVI/EBITDA
Company Stock Code Currency  Last Price
(HKDmn)  22A  23F 24F  25F 22A  23F 24F  25F 23F 24F 25F
H-share Peers
Haitian International Hidgs 1882 HK HKD 16.840 27,483 102 98 85 78 14 13 12 11 14.0 36 6.8
L.K. Technology Holdings Ltd 558 HK HKD 7.160 10,048 157 185 129 9.8 26 26 21 1.8 141 0.5 16.9
Chen Hsong Holdings 57 HK HKD 1.600 1,009 47 7.7 na na 0.3 03 na na 4.2 6.3 2.6
Tk Group Holdings Ltd 2283 HK HKD 1.350 1,133 50 44 35 29 07 06 06 05 15.8 9.6 0.1
Sany Heavy Equipment Intl 631 HK HKD 11.420 36,793 185 150 114 83 32 34 29 na 20.8 1.6 n.a.
Precision Tsugami China Corp 1651 HK HKD 8.460 3,176 4.0 49 7.2 5.3 1.2 1.1 na. na. 244 1.5 1.9
Cimc Enric Holdings Ltd 3899 HK HKD 7.330 14,969 19 M0 95 84 14 14 13 12 12.8 36 5.1 %
Morimatsu International Hold 2155 HK HKD 5.240 6,137 7.0 7.0 55 441 1.9 14 11 0.8 248 n.a. n.a. S
®
Simple Average 96 98 84 67 1.6 15 15 11 16.4 52 5.6 P
Weighted Average 135 123 99 79 22 22 19 12 17.2 29 7.6 I
=
™~
A-share Peers =
Yizumi Holdings Co L-A 300415 CH CNY 17.690 8,982 206 156 11.7 94 35 30 24 19 19.0 20 1.8 §
Qo
Kraussmaffei Co Ltd-A 600579 CH CNY 6.920 3,657 na. na. na na 1.0 na. na na na. n.a. n.a. §
Tederic Machinery Co Ltd-A 603289 CH CNY 9.750 3,082 295 na.  na na 2.1 na. na na na. n.a. n.a. %
Ningbo Haitian Precision M-A 601882 CH CNY 28.560 16,282 286 231 187 150 75 57 44 34 26.1 n.a. n.a. é
Shenzhen Changhong Technol-A 300151 CH CNY 15.310 8,264 589 na. na na 59 na na na na. n.a. n.a. 'cE
Ningbo Techmation Co Ltd-A 603015 CH CNY 8.720 3,830 727 na. na na 27 na  na na na. n.a. n.a.
Guangdong Jinming Machiner-A 300281 CH CNY 5.320 2,366 na. na na na 18 na. na na n.a. n.a. n.a.
Simple Average 420 194 152 122 35 43 34 2.7 225 2.0 11.8
Weighted Average 372 205 162 130 49 47 37 29 236 2.0 11.8
Global Peers
Sumitomo Heavy Industries 6302 JP JPY 3,413.000 22,527 95 132 93 84 08 07 07 06 73 3.6 46
Nissei Plastic Industrial Co 6293 JP JPY 1,021.000 1,221 74 108 na na 05 05 na na 48 35 5.6
Toyo Machinery & Metal Co 6210 JP JPY 664.000 738 107 210 na na 07 07 na na 33 5.1 37
Fuji Seiki Co Ltd 6400 JP JPY 350.000 170 83 na na na 1.0 na. na na na. n.a. n.a.
Altech Co Ltd 9972 JP JPY 252.000 205 89 na na na 03 na na na n.a. n.a. n.a.
Syncmold Enterprise Corp 1582 TT TWD 59.100 1,794 197 na. na na 13 na. na na na. n.a. n.a.
Fu Chun Shin Machinery Manuf 6603 TT TWD 16.100 580 153 na na na 11 na na na n.a. n.a. n.a. ~
Simple Average 114 150 93 84 08 06 07 06 52 41 46 gl
o
Weighted Average 102 133 93 84 08 07 07 06 71 36 4.6 -
Source: Bloomberg, Guotai Junan International. %
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (RMB m) 2021A 2022A 2023F 2024F 2025F Year end 31 Dec (RMB m) 2021A 2022A 2023F 2024F 2025F )
N
Total revenue 16,018 12,308 12,816 13,965 15,112 Intangible assets 52 51 54 58 61 o
N
Cost of sales (10,867) (8,391) (8,671) (9,406) (10,174) Property, plant and equipment 4,366 5,462 5,768 6,157 6,623 ©
=]
Deferred income tax assets 208 208 221 234 248 g’
Gross profit 5,151 3918 4,145 4,559 4,938 Right-of-use assets 704 719 762 808 856 (i
N
Other gainsé income 293 514 604 538 561 Others 3072 2,658 1,606 1,664 1,725
Selling and distribution expenses (1,036) (1,002) (1,090) (1,085) (1,169) Total non-current assets 8,402 9,009 8,411 8,921 9,514
General and administrative expenses (812) (797) (886) (899) (952) Cash & cash equivalents 3,593 3,591 5,736 7,047 8,430
Inventories 3,010 3,151 3,201 3434 3,688
Operating profit 3,597 2632 27713 3112 3378 Trade and bills receivables 3,507 3175 3,387 3,753 4,103
Finance income and costs - net 139 131 235 259 266 Others 7,642 6,776 6,983 7,200 7425
Total current assets 17,751 16,693 19,307 21,434 23,646
Profit before tax 3,769 2,779 3,026 3,390 3,666 Total assets 26,153 25,791 27,718 30,355 33,160
Income tax (719) (514) (554) (619) (672)
Trade and bills payables 4222 3,574 3,640 3,928 4,244
Profit after tax 3,050 2,265 2412 2m 2,993 Contract liabilities 1,089 1353 1409 1536 1,662
Non-controlling interest @ 0 3 3 3 Accruals and other payables 1,851 1,740 1,733 1,832 1,945
Shareholders' profit / loss 3,052 2,265 2470 2,768 2,990 Bank borrowings 1,861 1,323 1377 1,501 1624
Others 319 245 257 279 302
Basic EPS (RMB) 1.912 1419 1.547 1.734 1.873 Total current liabilities 9,342 8,235 8416 9,075 9778
Deferred income tax liabilities 527 362 391 422 456
Cash Flow Statement Bank borrowings 300 112 121 131 142
Others 49 42 46 49 53
Year end 31 Dec (RMB m) 2021A 2022A 2023F 2024F 2025F Total non-current liabilities 876 516 558 602 651 <
Profit before tax 3769 2779 3,026 3,390 3.666 Total liabilities 10,218 8,751 8974 9,678 10,428 I
) : | : ! ~
Depreciation & amortization 309 341 412 437 468 %
—
Changes in working capital 82 (191) 804 (134) (94) Share capital 161 161 161 161 161 =)
Income tax and interest paid (575) (783) (511) (563) (613) Share reserves and retained earnings 15,774 16,851 18,552 20,482 22,533 S
Other adjustments (460) (366) (145) (65) (70) Total shareholders' equity 15,934 17.011 18712 20642 2269 i
Cash from operating activities 3124 1,781 3,585 3,065 3358 Minority interest 1 e 32 3 B &
Total equity 15,935 17,040 18,744 20,677 22,732 ©
c
o
Purchase of PP&E (924) (1,467) (765) (873) (985) =
Others (1,342) 1,638 29 (176) (184) Total equity & liabilities 26,153 25,791 27,718 30,355 33,160 c
o)
Cash from investing activities (2,266) 171 (736) (1,049) (1,169) £
c
8
) . . =
Net change in borrowings 866 (745) 64 133 134 Financial Ratios =
Dividends paid (1,875) (1,233) (768) (838) (939)
Others 2 25 0 0 0 2021A 2022A 2023F 2024F 2025F
Cash from financing activities (1,012) (1,954) (705) (705) (805) Gross margin (%) 322 318 323 326 327
EBITDA margin (%) 246 244 246 252 25.3
Net changes in cash (154) %) 2145 1311 1383 Operating margin (%) 225 214 216 23 24
Cash at beginning of year 3,746 3593 3,591 5,736 7,047 Net margin (%) 191 184 193 198 198
Cash atend of year 3,503 3,591 5,736 7,047 8,430 ROE (%) 19.9 137 138 141 138
ROA (%) 1.9 8.3 85 88 87
Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

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

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

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

Reduce VEER 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 AR T Relative Performance>5%;

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

or the fundamental outlook of the sector is neutral.
Underperform kN 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) 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 not making 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.

© 2023 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
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