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Optical transceiver to become a _key profit growth driver in 2025E
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Bk 3: L TRHRIRER
(Rmb m) 1Q24 2Q24 3Q24 4Q24E 1Q25E 2Q25E 3Q25E 4Q25E 2020 2021 2022 2023 2024E 2025E 2026E
Revenue 2,170 3,030 3,802 4,444 3,692 4,120 4,806 5,647 6,138 10,167 12,011 10,208 13,445 18,266 20,505
Gross profit 539 680 670 891 813 947 1,131 1,326 1,459 1,732 2,302 2,360 2,780 4,217 5,014
Operating expense (353)  (409) (426) (705)| (424) (497) (531) (788)| (1,088)  (1,398)  (1,659)  (1,765)  (1,893)  (2,239)  (2,401)
Operating income 186 270 244 186 389 450 600 538 371 334 642 594 886 1,977 2,613
Pre tax profit 312 372 351 320 498 559 709 647 632 825 1,009 1,105 1,355 2,413 3,049
Net income 290 335 313 284 443 498 631 576 550 761 906 1,007 1,222 2,148 2,714
EPS (Rmb) 0.29 0.33 0.31 0.28 0.44 0.49 0.63 0.57 0.55 0.76 0.90 1.00 1.22 2.14 2.70
Margins / ratio
Gross margin 248% 224% 17.6% 20.0%| 22.0% 23.0% 23.5% 23.5% 23.8% 17.0% 19.2% 23.1% 20.7% 23.1% 24.5%
Opex ratio -16.2% -13.5% -11.2% -15.9%| -11.5% -12.1% -11.1% -13.9%| -17.7% -13.8% -13.8% -17.3% -14.1% -12.3% -11.7%
Operating margin 8.6% 8.9% 6.4% 42%| 105% 10.9% 12.5% 9.5% 6.0% 3.3% 5.3% 5.8% 6.6% 10.8% 12.7%
Net margin 13.4% 11.1% 8.2% 6.4%| 12.0% 121% 13.1% 10.2% 9.0% 7.5% 7.5% 9.9% 9.1% 11.8% 13.2%
QoQ
Revenue -28% 40% 25% 17% -17% 12% 17% 18%
Gross profit -16% 26% -1% 33% -9% 17% 19% 17%
Operating income nm 45% -10% 24%| 110% 16% 33% -10%
Pre tax profit 68% 19% -6% -9% 56% 12% 27% -9%
Net income 49% 16% -7% -9% 56% 12% 27% -9%
EPS 49% 16% 7% -9% 56% 12% 27% -9%
YoY
Revenue -19% 28% 74% 48% 70% 36% 26% 27% 12% 66% 18% -15% 32% 36% 12%
Gross profit -4% 17% 16% 40% 51% 39% 69% 49% 6% 19% 33% 3% 18% 52% 19%
Operating income -19% 42% 24% nm| 109% 66% 146%  190% 8% -10% 92% -8% 49% 123% 32%
Pre tax profit -12% 20% 38% 72% 60% 50% 102%  102% 8% 30% 22% 9% 23% 78% 26%
Net income -6% 22% 36% 46% 53% 49%  102%  102% 9% 38% 19% 11% 21% 76% 26%
EPS -6% 22% 36% 46% 53% 49% 102%  102% 9% 38% 19% 11% 21% 76% 26%
Revenue breakdown
Comm/Networking 563 1,032 1,875 2,043 1,722 1,941 2,444 2,779 5,380 5,709 3,111 5,512 8,885 9,695
Laser tools 675 1,052 961 1,003 941 936 1,186 1,194 2,607 3,289 3,190 3,742 4,257 4,784
Sensors 736 909 855 1,260 904 1,118 1,051 1,550 1,415 2,320 3,193 3,761 4,623 5,526
Others 196 37 111 138 125 125 125 125 765 693 715 430 500 500
BRERR: NRHE SRS AARY
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HIRFER—FRPERL X BESHMNE T URMETE, HXMmKRE: 1) ARHKEMS
SEFHIKER, 2) AFENRBERE (BELREE. ENEBEMPTCMMAESE) ; 3)
NEIEFITESIAEE A (BIE) SHREIRE; 4) BAREER, RINEFLIREOSR
FAER (800GFI400GHE T HAEHR) FUFIRRE, XRIBEHES) A B1E2024-26 F 12 7+ FjE=
HINREREE K, LETRNERSAI2024/25F FEITH B R4 T 7 £ 418 X8 BB K
T, BAVANLRIEEEARE P KK800GHI400Gr= i MY MBI 3 B4 5L N 28 TIRR MY
FEHPEE, BITHEIRETFRAIEN,

®AO121 B B ME A ARMS67T, ET26/5M2025F MMM & =R,

FETTXER: 1) 400G/800GHERE I ENCFKIE T FHE; 2) FERET HRANAIFE;
3) MG BUAR Rk B A MBS EEZH,

000988.52 12m Price Target: Rmb56 Price: Rmb40.76 Upside: 37.4%
Buy GS Forecast
12123 12/24E 12/25E 12/26E
Market cap: Rmb41.0bn / $5.6bn Revenue (Rmb mn) 10,208.3 13,4454 18,265.5 20,504.7
Enterprise value: Rmb38.6bn [ $5.3bn
3m ADTV :Rmb1.8bn/ $249.2mn EBITDA (Rmb mn) 806 1,162 2,274 2,935
China EPS (Rmb) 1.00 1.22 2.14 2.70

Greater China Technology

M&A Rank: 3
Leases incl. in net debt & EV?: Yes

Source; Company data, Goldman Sachs Research estimates, FactSet. Price as of 08 Jan 2025 close.
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HG Tech (000988.5Z) Stock Price Currency : Chinese Renminbi
Goldman Sachs rating and stock price target history
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ource: Goldman Sachs investment Research for ratings and price targets; FactSet closing prices as of 9/30/2024.
o Rating Covered by Jin Guo,
B Price target asofOct 24,2023
®  Price target at removal Mot covered by current analyst
Shanghai - Shenzhen
300

The price targets shown should be considered in the context of all prior published Goldman Sachs research, which may or
may not have included price targets, as wellas developments relating to the company, its industry and financial markets.
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