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CCT is deeply engaged in the polyether business, 27 November 2023
and opening up its growth space through
differentiated competition Research ﬁgoarlnyﬁ
Buy (Initiation) (852) 3982 3213
Forecast & Valuation 2022A 2023E 2024E 2025E leonli@dwzg.com.hk
Revenue (RMB mn) 2,312 2,632 4,249 4,314 i
Growth (YoY %) -24% 14% 61% 2% Price Movement
Net profit (RMB mn) 89 102 151 153 logy
Growth (YoY %) 2% 14% 48% 1%
EPS (RMB) 0.64 0.73 1.08 1.09 ‘
PIE (X) 40.10 35.14 23.69 2341 11

Investment Thesis

B Changhua Chemical Technology (CCT) is a professional large-scale manufacturer
of polyether series products in China. CCT is deeply engaged in the polyether industry,
and its products cover polyether for flexible foam (POP, PPG), CASE polyether and
special polyether. CCT was recognized as a "high-tech enterprise" in 2022 and awarded Market Data
the "2023 National Specialized and Sophisticated SMEs (Small- and medium-sized  Closing price (RMB) 25.57
enterprises)”. 52-week Range (RMB) 25.30/41.59

B CCT has benefited from the increase of concentration rate of polyether market due
to its strong competitiveness: In the polyether industry, the backward production PIB (X) 4.90
capacity withdraw from the market, while the competitiveness of enterprises with leading ~ Floating ~ Market  Cap 850.04
position and innovative self-developed technology is being further improved. In terms of (RMB mn)
products, CCT focuses on the polyether business, and has developed a number of core
technologies in product formulation, production process, etc., with stable product quality, =~ Basic Data
low odor and low VOC. In terms of customers, the company has established stable

cooperative relations with a number of high-quality customers such as large automobile BVPS (RMB) 5.22
OEMs or their supporting manufacturers, multinational chemical enterprises, and  Liabilities/Assets (%) 27.40
well-known home furnishing brands. Total Issued Shares (mn) 140.18
B The production capacity of raw material propylene oxide expands, and the cost of Shares Outstanding (mn) 33.24

polyether tends to stabilize: The price of soft foam polyether is highly correlated with
the price of raw material propylene oxide. As the production capacity of propylene oxide  Related reports
continues to expand, the price of propylene oxide continues to decline. As of September
2023, the domestic PO price has been lower than 10,000 yuan/ton. According to
Baichuan Yingfu, by the end of 2025, domestic propylene oxide production capacity will
increase by 84% compared with 2022 production capacity levels. Market supply
continues to increase, and PO prices may fall further, easing the pressure on the polyether
raw material side.
B The new POP project enhances the CCT's supply capacity: CCT's product sales
continue to increase, and the total sales of polyether products reached 212,900 tons in ~ S00chow  Securities  International
2022. CCT's new 180,000-ton POP project has been put into operation in September ~ Brokerage Limited would like to
2023, which will further improve the company's profitability. acknowledge t_he contribution and
B Earnings Forecast & Rating: We initiate with the BUY rating, and expect that CCT’s ~ Support  provided by ~ Soochow
net profit will increase by 14%/48%/1% YoY to Rmb0.10/0.15/0.15bn in  Research Institute, and in particular
2023/2024/2025 respectively, with corresponding P/E at 35/24/23x respectively, its employees Chen Shuxian(/##&
considering that CCT's product quality is excellent and its production capacity continues ;&4‘?) and Yizhen He(ﬁ'ﬁr/ﬂé)_
to to expand.
B Risks: Intensified market competition, ineffective product promotion, fluctuation in
product prices, fluctuation of macroeconomic.
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KA A A PN EE T UK T R KT A THFITAATER, A8
AT 2010 4, LHEmARK T HATFF K, F 2017 F5 &4 BAA FRAE), &) it
13FMERE, AFNWEERMEABARROMS BRI TR 2o A TRE. A%
STk, B AT SRR S RE REAREA, RA T BRAB LD FHEFL, R
B AR E LR R A8 FAEE 45 AR RIEEE S LB T S AR R e A A, FRITA
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I G RA, 2022 SF T AT kst AR AR B, HOOKEE. POP R&t. CASE A
RBt., HEBREAHEFETRESF A 28%. 26%. 16%. 13%. 12%, ATt 49
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BRI, RKE T HE REFEY K.
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K, 2021 ALK B O 365 Hek, 2022 F5E R, HRETATES, K
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4-2022 SR A MR HiL 24.7%, 2022 4, REREE O FH 1317 Fek, Rk
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ZTFHE RIS, BARLLgksy KIER 6., RIEBEBNEF, 2023 4. 2024 F
& E #3250, 98.75 b IR EE 48, fkﬁu’ﬂm 5Kt —FmE, HE Tl Ei
B, EMYyAURA M6 b Moz T Bom B,
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H T A BR F NSRRI, AT E] 2023-2025 464 B 0445 26.3. 42.5.
4311250, Rl _EF 14%. 61%. 2%:; Va&%415E4%) 1.02. 1.51. 153174, Rl kb
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KA = KW 4T A
*ERAmE (BHL) 2021A 2022E 2023E 2024E #|E& (BF L) 2021A 2022E 2023E  2024E
RIAKE 396 769 1,021 1,176 FabakA 2,312 2,632 4,249 47314
A 115 432 418 749 BT LA A 2,153 2,448 3,977 4,036
B B 168 229 389 291 B AL F e B Aa 5 5 8 8
B 99 95 201 122 A& ) 27 28 47 47
B R 14 13 13 14 %38 % ) 21 24 37 39
FERDEZE 303 345 317 294 FRE % ) 7 1 13 14
K RARIL T 0 0 0 0 W 4% ) 5 1 -3 -3
Gl 238 273 243 212 7= BALR £ -3 1 0 0
EEIA 5 5 6 6 AT AR E 0 0 0 0
E XA v 43 49 52 59 Ak 9 5 8 8
H AR A T 17 18 16 17 TR E 0 0 0 0
=Rt 699 1,114 1,339 1,470 F A3 107 120 178 180
B Ak 164 170 243 221 Juip sk E 0 0 0 0
42 A% 2 43 36 31 26 #3883 108 120 178 180
J A 2K 58 70 125 103 &P AFHLE A 18 18 27 27
H AR TR 63 64 87 92 VIR FR AR B 0 0 0 0
JEA 3 R A 30 13 13 13 V3 BAE/N3) %43 89 102 151 153
¥ 424 0 0 0 0 EBIT 112 122 175 178
H AR A itk 30 13 13 13 EBITDA 155 167 218 220
Akt 194 183 256 234
VIR AR 0 0 1 1 €2M4&544A44 2021A 2022E  2023E  2024E
IEVEXEINEIN &R € 504 930 1,081 1,235 ARk (L) 064 073 1.08 1.09
R AR AR 699 1,114 1,339 1,470 HMAK () 479 664 772 881
AT RN (T T PE) 140 140 140 140
ROIC(%) 16 1364 1433 1271
N4 AER (BAL) 2021A 2022E 2023E 2024E ROE(%) 17.74 1097 1399 124
2 IA T 168 107 8 357 EAE%) 69  6.97 6.4  6.45
B EDINAR -38 -88 -15 -20 AR A (%) 387 383 356 355
HEREDIER -172 299 -6 6 KGR E (%) 27.82 1646 19.16 1595
P45 38 I 42 317 -14 331 BOSEKE(%) -23.64 1381 61.46 153
I8 Fa s 43 45 42 42 % F)E3E K E (%) 209 1414 4831 119
AT L -38 -89 -15 -20 pP/E 40.1 35.14 2369 2341
BIER AL 30 -43  -188 160 p/B 533 385 331 2.9
HIERRWIND, REEA (F58) , & WeRFFREN, TINBIA R REA (B5%) Tanl.
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