
  
                     
 

 

1 

 

Intron | 01760.HK 
Sacrificing short-term profit for long-term development 

STOCK RATING 

BUY 

  TARGET PRICE 

  HK$ 6.13 

Intron (01760HK) recorded a YoY 26.5% growth in the revenue to RMB 2,626mn for the 6 

months ended Jun 2022. The contribution from the new energy and automated & 

connected vehicles segment ballooned to 47.7% and 7.7% respectively, offsetting 

the cloud server business segment which retreated YoY 71.1%. Besides, dragged by 

the R&D expenses and financial costs, the net margin plunged by 1.5p.p. to 5.8%. 

 

Normalization of gross margin: Although the gross margin dropped by 1.0 p.p. to 20.6%, it 

is better than our estimate. It is a normalization process due to the “Cost+” pricing strategy 

and ~20% gross margin is a reasonable range. 

 

Immaterial impacts brought by the price war: The solid revenue growth and outlook proved 

that the recent price war in the downstream brought immaterial impacts to Intron (01760.HK), 

alleviating the negative market sentiment. Instead of adopting the raw materials produced 

by global top-tier suppliers, the automotive manufacturers adopt local supplies as 

alternatives to lower the cost, but they still rely on Intron (01760.HK) to provide the solutions. 

 

Sacrificing short-term profit for long-term development:  

◼ Surging financial costs: The borrowings of the Group climbed to RMB 1,391.7mn, resulting 

in a 63.8% debt-to-equity ratio. According to our discussion with the Group, the 

borrowings are mostly short-term loans for trade finance, an increment of indebtedness 

was primarily a result of business expansion. However, given a majority of debts 

denominated in USD, hiking interest rates does increase financial expenses. 

◼ Heavier input in R&D: The Group invested more heavily in 2023 1H for future 

development, including an establishment of testing and validation capability for 

ZCU and the development of the cockpit driving integrated product MADC3.5 

etc. However, the R&D expenses boomed YoY 59.2% to RMB 232.8mn for the first 6 

months ended Jun 2023, amounting to 8.9% of total revenue. 

 

Slash TP to HKD 6.13/share: We raised our concerns about the inventories, R&D expenses, 

financial costs and labour costs in our last report, we maintain our view that the hiking costs 

incurred and tightening cash flow are unavoidable for expansion. We, thus, lower our 

estimates by 4.5% - 8.0% to reflect the cost increment in the short term, and we slash the TP 

to HKD 6.13/share, implying 13.7x/11.2x/9.6x fw P/E of 2023/2024/2025, maintaining “BUY”. 
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Intron (01760.HK) 

Stock Rating BUY (BUY) 

Target Price HK$ 6.13 (HK$ 7.76) 

Current Price HK$ 3.13 

52-Week Range HK$ 3.04 – 6.27 

Market cap. (HKD, bn) 3.4 

 

RMB, mn 22(A) 23(E) 24(E) 25(E) 

Revenue 4,829.9  6,075.5  7,226.7  8,254.9  

Gross Profit 1,040.6  1,247.9  1,471.3  1,665.7  

Gross Margin 21.5% 20.5% 20.4% 20.2% 

Net Profit 411.1  430.0  527.5  615.4  

EPS 0.382  0.400  0.489  0.570  

P/S 0.9 0.5 0.4 0.4 

P/E 14.0 7.0 5.7 4.9 

ROE 21.1% 18.6% 19.7% 19.7% 

 

Performance 1 mth 3 mth 6 mth 1 year 

Absolute -37.8% -28.5% -35.3% -45.6% 

Relative to HSI -28.8% -25.2% -26.9% -35.5% 
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Peers comparison 

  Mkt. Cap. P/E Fw. P/E P/B P/S Revenue GM ROE 

  (HKD, mn) (x) (x) (x) (x) (HKD, mn) (%) (%) 

00175.HK Geely Auto 96,044.1  17.4  -  1.2  0.5  172,295.4  14.1  7.4  

01958.HK BAIC 15,068.8  3.3  4.0  0.3  0.1  221,781.5  22.2  7.8  

02238.HK GAC Group 94,067.2  7.5  5.1  0.3  0.3  128,095.5  4.1  5.0  

02333.HK Greatwall Motor 193,699.5  11.7  -  1.2  0.6  159,923.6  19.4  10.6  

Average – Traditional 

manufacturers 99,719.9  10.0  4.5  0.7  0.4  170,524.0  14.9  7.7  

          

01211.HK BYD 706,646.6  30.5  24.7  5.3  1.3  493,791.5  17.0  18.9  

02015.HK Li Auto 328,137.5  - 35.5  - - 52,733.6  19.4  4.0  

09863.HK Leapmotor 42,965.7  - - 4.8  3.0  14,421.1  (15.4)  (66.0) 

09866.HK Nio 145,989.7  - - - - 57,370.1  10.4   (65.5) 

09868.HK XPeng 125,015.0  - - 2.8  5.5  31,271.1  11.5   (27.2) 

Average – New energy car 

manufacturers 269,750.9  30.5  30.1  4.3  3.2  129,917.5  8.6   (27.2) 

          

IFNNY.US Infineon 356,440.0  - 13.2  - - 120,527.5  43.1  22.9  

MCHP.US Microchip 338,951.2  18.1  13.5  6.3  5.0  66,148.8  67.5  37.4  

NXPI.US NXP 396,826.4  15.2  13.7  6.2  3.9  103,403.6  56.9  36.6  

ON.US On 

Semiconductor 312,550.9  17.5  17.0  5.7  4.8  65,199.4  49.0  31.6  

STM.US STMicroelectronics 330,682.1  -  11.2  - - 126,292.5  47.3  34.4  

Average – Semiconductor 

suppliers 347,090.1  16.9  13.8  6.1  4.5  90,261.1  55.2  35.0  

          

01760.HK Intron 3,404.9  7.6  - 1.5  0.6  5,624.2  21.5  20.8  

Source: Bloomberg, West Bull Securities 

 

Risk factors 

◼ Business expansion imposes pressure on cash flow, and it may not be reversible in the short-term 

◼ Hiking interest rate environment doesn’t favour the re-financing activities  

◼ Input for R&D remains higher than the long-term target for Intron (01760.HK) to maintain its leading position 

◼ Slower-than-expected penetration for L3 
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Financial Statement 

PnL 

(RMB, mn) 2022 (A) 2023 (E) 2024 (E) 2025 (E) 

Balance Sheet 

(RMB, mn) 2022 (A) 2023 (E) 2024 (E) 2025 (E) 

Revenue 4,829.9  6,075.5  7,226.7  8,254.9  PPE 195.2  209.2  219.6  228.1  

   YoY growth 52.1% 25.8% 18.9% 14.2% Others 528.9  715.8  739.1  750.4  

COGS  (3,789.3)  (4,827.5)  (5,755.5)  (6,589.2) Non-current assets 724.1  925.0  958.7  978.5  

Gross profit 1,040.6  1,247.9  1,471.3  1,665.7           

Other income 39.9  22.5  24.3  25.9  Inventories 1,085.6  1,532.2  1,599.6  1,717.5  

Operating expenses  (583.1)  (738.9)  (835.9)  (927.4) Trade receivables 1,697.7  1,752.3  1,962.7  2,206.4  

Operating profit 497.4  531.6  659.6  764.2  Cash & cash equivalents 336.9  574.8  792.3  731.8  

Finance expenses  (44.5)  (81.9)  (76.0)  (83.0) Others 230.6  439.4  472.1  530.2  

JV & Ass. 2.1  2.3  2.4  2.6  Current assets 3,350.9  4,298.7  4,826.9  5,186.0  

Profit before tax 454.9  451.9  586.1  683.8       

Tax  (43.8)  (22.0)  (58.6)  (68.4) Total assets 4,074.9  5,223.7  5,785.6  6,164.5  

Net profit 411.1  430.0  527.5  615.4  110         

   YoY growth 105.3% 4.6% 22.7% 16.7% LT borrowings - 140.3  151.9  154.6  

     Others 19.6  19.7  19.7  19.6  

     Non-current liabilities 19.6  160.0  171.6  174.2  

          

     Trade payables 330.7  308.3  350.7  387.4  

     ST borrowings 950.2  1,263.2  1,519.0  1,545.6  

     Others 625.8  1,020.1  853.7  85.8  

     Current liabilities 1,906.7  2,592.0  2,723.4  2,619.1  

          

     Total liabilities 1,926.3  2,752.1  2,894.9  2,793.3  

          

     Non-controlling interests 10.7  6.0  1.5   (2.8) 

     Controlling interests 2,138.0  2,465.6  2,889.2  3,374.0  

     Total equities 2,148.6  2,471.6  2,890.6  3,371.2  
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Cash Flow 

(RMB, mn) 2022 (E) 2023 (E) 2024 (E) 2025 (E) 

Financial Ratio 

2022 (A) 2023 (E) 2024 (E) 2025 (E) 

Profit before tax 454.9  451.9  586.1  683.8  Gross margin 21.5% 20.5% 20.4% 20.2% 

Finance expenses 44.5  81.9  76.0  83.0  Operating margin 10.3% 8.7% 9.1% 9.3% 

Finance income  (4.3)  (2.5)  (4.3)  (5.9) Net profit margin 8.5% 7.1% 7.3% 7.5% 

D&A 45.7  49.4  54.2  57.0  Adj. EBITDA profit margin 11.6% 9.7% 10.0% 10.1% 

Others  (580.5)  (510.7)  (158.5)  (221.4) Return on Equity 21.1% 18.6% 19.7% 19.7% 

Change in working capital  (210.4) 206.1   (298.9)  (374.5) Return on Asset 11.9% 9.2% 9.6% 10.3% 

CFO  (249.9) 276.1  254.6  222.0  Current ratio 175.7% 165.8% 177.2% 198.0% 

     Quick ratio 118.8% 106.7% 116.3% 127.9% 

CAPEX  (190.4)  (216.2)  (140.6)  (128.0) Cash ratio 17.7% 22.2% 29.1% 27.9% 

Others  (11.3)  (23.1) - - Debt-to-Equity ratio 44.2% 56.8% 52.5% 45.8% 

CFI  (201.7)  (239.3)  (140.6)  (128.0) Net Debt-to-Equity ratio 28.5% 27.9% 25.1% 24.1% 

- -    Inventory turnover days 77.0  99.0  99.3  91.9  

Shares issuance -  - - - Receivable turnover days 94.2  94.9  90.4  89.2  

Net borrowings 318.6  452.5  256.6  26.9  Payable turnover days 27.3  23.9  20.9  20.4  

Interest paid - - - -      

Dividend paid  (60.2)  (127.0)  (130.4)  (159.6)      

Others  (41.5)  (125.3)  (21.9)  (21.5)      

CFF 216.9  201.0  103.6   (154.5)      

          

FCFE  (121.8) 513.2  369.8  120.6       

FCFF  (400.1) 137.8  182.4  168.7       

Source: Company data, West Bull Securities 
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West Bull Securities is a dedicated small/mid cap stock brokerage house. Find our research on: Bloomberg, factset.com, Capital IQ, Refinitiv, 

Wind, Choice, Hibor and 同花順. 

Ratings of West Bull Securities:  

STRONG BUY : absolute upside of >50% over the next 12 months  

BUY  : absolute upside of >10% over the next 12 months  

HOLD  : absolute return of -10% to +10% over the next 12 months  

SELL   : absolute downside of >10% over the next 12 months 

STRONG SELL : absolute downside of >50% over the next 12 months 

 

Investors should assume that West Bull Securities is seeking or will seek investment banking or other related businesses with the 

companies in this report. 

 

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that 

the analyst has not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations 

or views in this report. 

 

Disclaimer:  

This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to 

in this report may not be eligible for sale in some jurisdictions. The information contained in this report has been compiled by the 

Research Department of West Bull Securities Limited (‘West Bull Securities’) from sources that it believes to be reliable but no 

representation, warranty or guarantee is made or given by West Bull Securities Securities or any other person as to its accuracy or 

completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of West Bull Securities 

as of the date of this report only and are subject to change without notice. Neither West Bull Securities nor any other person, accepts 

any liability whatsoever for any loss howsoever arising from any use of this report or its contents or otherwise arising in connection 

therewith. Each recipient of this report shall be solely responsible for making its own independent investigation of the business, financial 

condition and prospects of the companies referred to in this report. West Bull Securities and their respective officers, directors and 

employees, including persons involved in the preparation or issuance of this report, may from time to time (1) have positions in, and buy 

or sell, the securities of companies referred to in this report (or related investments); (2) have a consulting, investment banking or broking 

relationship with any company referred to in this report; and (3) to the extent permitted under applicable law, have acted upon or used 

the information contained or referred to in this report including effecting transactions for their own account in an investment (or related 

investment) in respect of any company referred to in this report, prior to or immediately following its publication. This report may not 

have been distributed to all recipients at the same time. This report is issued only for the information of and may only be distributed to 

professional investors and dealers in securities and must not be copied, published, reproduced or redistributed (in whole or in part) by 

any recipient for any purpose. Any recipient of this report who requires further information regarding any securities referred to in this 

report should contact the relevant office of West Bull Securities located in such recipient’s home jurisdiction. 

Copyright©  West Bull Securities Limited. All rights reserved. 


