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Wuxi Best Precision Machinery (300580 )

Leader in the precision components industry

quity Research - Company Research - Auto Parts

explores a new frontier of machine tool
Buy (Initiation)

Forecast & Valuation 2022A 2023E 2024E 2025E
Revenue (RMB mn) 1,097 1,383 1,770 2,269
Growth (YoY %) 4% 26% 28% 28%
Net profit (RMB mn) 229 284 363 459
Growth (YoY %) 16% 24% 28% 26%
EPS (RMB) 0.68 0.84 1.07 1.35
P/E (X) 47.65 36.64 28.77 22.80
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Key words: # New products, new technologies, new clients
Investment Thesis

Leading precision manufacturing company deeply cultivates its core business. Since
its establishment, the company has been focused on the R&D, production, and sales of
precision components, intelligent equipment, and tooling products. In addition, leveraging
its advantages in the field of intelligent equipment and tooling, the company has extended
its business to the high-end aerospace equipment manufacturing and industrial automation
equipment sectors. With a strategic layout around the three-tier industry, the company's
business is divided into three main segments: 1) various precision components, intelligent
equipment, and tooling fixtures as traditional businesses; 2) new energy vehicle business,
including lightweight structural components, high-value precision components, and core
components for hydrogen fuel cell vehicles; 3) in the machine tool sector, the company is
positioned in linear motion functional components, including high-precision ball/screw
pair and high-precision rolling guide pair.

Automotive components: with robust turbocharger business, new energy business is
poised to become second growth curve. Currently, global requirements for automotive
fuel efficiency and emission standards are becoming increasingly stringent. In addition,
the sales of hybrid and extended-range vehicles are rapidly growing, with these vehicles
typically adopting small-displacement turbocharged engines. Therefore, the overall global
turbocharger market is expected to remain robust, with room for further penetration. On
the other hand, the company is also aggressively exploring the new energy vehicle
business, and its subsidiaries, such as Suzhou Hebes, Yitong Lightweight, and Anhui Best,
are engaged in the new energy vehicle components business. As the company's Ma'anshan
new energy factory completes construction and enters mass production, we expect it to
contribute incremental revenue to the company.

Ball screw and linear guide: vast space for domestic substitution as core transmission
components. The ball screw and linear guide are ideal transmission devices that convert
rotary motion into linear motion, mainly used in the machine tool industry, robotic
automation field, and the new energy vehicle field. The machine tool industry is the most
important downstream sector, with the largest market size and the highest precision
requirements. High-precision product technology barriers are extremely high, and the
market in China is essentially monopolized by foreign enterprises such as Japanese and
Taiwanese companies, with a low domestication rate. In 2021, the market space for ball
screw and linear guide in China was Rmb12.8bn, with Japanese and Taiwanese enterprises
accounting for 65% of the market share, and there is an urgent need for domestic
substitution of high-end products. To enter the machine tool sector, the company
established a wholly-owned subsidiary, Yuhua Precision Machinery, in 2022, to fully
incubate the ball screw and linear guide business.

Earnings Forecast & Rating: We expect the net profit and EPS of the company in 2023-
2025 to be Rmb284/363/459mn and Rmb0.84/1.07/1.35, implying P/E at 36x/29x/23x. We
initiate coverage with "Buy" rating.

Risks: Lower-than-expected sales of global turbocharger and new product development,
higher-than-expected fluctuations in raw material prices.
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Market Data

Closing price (RMB) 30.78
52-week Range (RMB) 17.76/42.50
P/B (X) 3.72
Market Cap (RMB mn) 10,451.67
Basic Data

BVPS (RMB) 8.27
Liabilities/assets (%) 18.39
Total Issued Shares (mn) 339.56
Shares outstanding (mn) 319.34
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