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Zhejiang Dingli (603338 CH)

Challenging situation with pressure from both
end demand and US tariff; D/G to HOLD

We believe the US’s newly proposed tariff on China will place Dingli into a
challenging situation, given that the US has long been the most important market
for Dingli (close to 30% of total revenue in 2024E, based on our estimates). We
see several downside risks: (1) the policy uncertainties will likely affect the capex
plan of AWP operators in the US, thereby affecting the procurement for AWPS;
(2) the proposed 34% incremental tariff on China’s exports exceeds the 19%
reduction of anti-dumping (AD) duties approved by the US last year. While we
understand that Dingli will potentially expand the manufacturing capacity in the
US, we believe it will take time to see the actual impact. We revise down our
2024E/25E/26E earnings forecast by 3%/12%/18%, due to lower sales
assumptions in the US and lower gross margin due to tariffs. We now expect only
5% earnings growth in 2025E. Downgrade to HOLD from Buy with new TP of
RMB51 (previously RMB75), based on 12x 2025E P/E.

B New tariff to more than offset the decline in AD duties in the US. Dingli’'s
AD duty in the US was finalized at 12.39% in 2024, down substantially from
the 31.54% set in 2022. However, the newly proposed tariff on Chinese
goods (34%) exceeds the 19ppt reduction on AD duties. This, together with
the countervailing duties (CVDs) of 11.95% and the existing tariff on
Chinese goods (20%), adds up to a total of >78% tariffs and duties.

B Accelerated shipment to the US to avoid tariff impact. We understand
that Dingli has been accelerating the AWP shipment to the US since early
this year to mitigate the impact of upcoming tariffs on China. Given the full
consolidation of CMEC in 3Q24, we expect these AWPs (already in Dingli’'s
warehouse in the US) will gradually translate into actual sales and revenue
in 2Q and 3Q25E.

B New target multiple to reflect the uncertainties. Our previous TP of
RMB75 was based on 18x 2024E P/E (1SD below the historical average of
31x). Our new TP of RMB51 is based on 12x 2025E, based on 1SD below
the three-year average P/E (13.5x), as we expect earnings growth to slow
substantially from previous years.

B Upside risks: (1) Substantial reduction of proposed tariffs on China; (2)
stronger-than-expected demand in other countries that offsets the
weakness in the US.

B Downside risks: (1) Further increase in tariffs in the US; (2) further
intensified competition in China’s AWP market; (3) continuous weakness of
overseas demand.

Earnings Summary

(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 5,445 6,312 7,508 8,160 8,901
YoY growth (%) 10.2 15.9 19.0 8.7 9.1
Net profit (RMB mn) 1,257.2 1,867.2 2,037.5 2,144.1 2,362.8
EPS (Reported) (RMB) 2.48 3.69 4.02 4.23 4.67
YoY growth (%) 36.3 48.5 9.1 5.2 10.2
Consensus EPS (RMB) na na 4.10 4.95 5.78
P/E (x) 19.9 13.4 12.3 11.7 10.6
P/B (x) 35 2.8 2.4 2.1 1.8
Yield (%) 1.0 2.0 2.3 2.4 2.6
ROE (%) 19.3 23.3 20.9 19.0 18.2
Net gearing (%) (28.4) (34.3) (37.1) (39.6) (43.5)

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1. Change in key assumptions
Old New Change
2024E 2025E 2026E 2024E 2025E 2026E  2024E 2025E 2026E

(RMB mn)

Revenue

Boom lifts 3,448 4,356 5,575 3,371 3,714 4,085 -2.2% -14.7% -26.7%
Scissor lifts 3,327 3,594 3,953 3,357 3,626 3,988 0.9% 0.9% 0.9%
Vertical lifts 569 625 625 569 614 614 0.0% -1.8% -1.8%
Revenue (core business) 7,344 8,575 10,154 7,297 7,954 8,688 -0.6% -7.2% -14.4%
Other business 225 235 255 211 207 213 -6.2% -12.1% -16.7%
Total revenue 7,569 8,810 10,409 7,508 8,160 8,901 -0.8% -7.4% -14.5%
Gross margin ppt
Boom lifts 33.0% 33.5% 34.0% 33.0% 31.0% 31.0% 0.0 -25 -3.0
Scissor lifts 40.0% 40.0% 40.0% 40.0% 39.0% 39.0% 0.0 -1.0 -1.0
Vertical lifts 43.5% 43.5% 43.5% 43.5% 43.0% 43.0% 0.0 -0.5 -0.5
Gross margin (core business) 37.0% 37.0% 36.9% 37.0% 35.6% 35.5% 0.1 -1.4 -1.4
Other business 71.0% 71.0% 71.0% 71.0% 71.0% 71.0% 0.0 0.0 0.0
Blended gross margin 38.0% 37.9% 37.8% 38.0% 36.5% 36.4% 0.0 -1.4 -1.4
S&D expense ratio -3.7% -3.7% -3.7% -3.7% -3.7% -3.7% 0.0 0.0 0.0
Admin expense ratio -2.1% -2.0% -1.9% -2.1% -2.0% -1.9% 0.0 0.0 0.0
R&D expense ratio -3.4% -3.4% -3.4% -3.4% -3.4% -3.4% 0.0 0.0 0.0
Net finance income 161 166 204 176 185 227 9.1% 11.7% 11.0%
Net profit 2,105 2,425 2,870 2,037 2,144 2,363 -3.2% -11.6% -17.7%

Source: Company data, CMBIGM estimates

Figure 2: Dingli’s revenue breakdown by product Figure 3: Dingli’s revenue breakdown by region
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Figure 4: Dingli’s ASP trend Figure 5: Gross margin trend
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Figure 7: Dingli’s 12M forward P/B band
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Figure 6: Dingli’s 12M forward P/E band

8 Apr 2025
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 4,939 5,445 6,312 7,508 8,160 8,901
Cost of goods sold (3,490) (3,755) (3,882) (4,655) (5,184) (5,664)
Gross profit 1,449 1,690 2,430 2,853 2,976 3,237
Operating expenses (401) (547) (689) (751) (808) (872)
Selling expense (111) (158) (232) (278) (302) (329)
Admin expense (88) (123) (141) (158) (163) (169)
R&D expense (155) (202) (220) (255) 277) (303)
Others 47) (64) (96) (60) (65) (71)
Operating profit 1,048 1,143 1,740 2,102 2,168 2,365
Other gains/(losses) 40 64 113 38 82 89
Share of (losses)/profits of associates/JV 1 20 76 54 58 67
Depreciation 77 101 129 156 176 191
Interest income 16 250 264 214 220 259
Interest expense (85) 17) (20) (38) (35) (32)
Net Interest income/(expense) (69) 233 245 176 185 227
Pre-tax profit 1,021 1,460 2,174 2,369 2,493 2,747
Income tax (137) (203) (307) (332) (349) (385)
After tax profit 884 1,257 1,867 2,037 2,144 2,363
Minority interest 0 0 0 0 0 0
Net profit 884 1,257 1,867 2,037 2,144 2,363
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 7,394 8,821 10,140 11,725 12,803 14,853
Cash & equivalents 3,514 3,622 4,397 5,110 5,901 7,034
Account receivables 2,293 3,094 3,489 3,917 4,132 4,647
Inventories 1,387 1,795 1,921 2,364 2,437 2,839
Prepayment 42 9 7 7 7 7
Other current assets 157 401 327 327 327 327
Non-current assets 2,181 2,980 4,067 4,528 4,997 5,205
PP&E 828 947 1,613 2,072 2,311 2,436
Deferred income tax 12 30 3 3 3 3
Investment in JVs & assos 108 121 332 386 444 511
Intangibles 234 396 389 373 358 343
Other non-current assets 999 1,486 1,731 1,693 1,881 1,912
Total assets 9,574 11,802 14,207 16,252 17,800 20,058
Current liabilities 3,144 3,753 4,435 4,999 5,023 5,569
Short-term borrowings 873 777 826 776 726 676
Account payables 1,868 2,381 2,971 3,585 3,659 4,255
Tax payable 165 225 290 290 290 290
Other current liabilities 220 341 323 323 323 323
Contract liabilities 18 29 25 25 25 25
Non-current liabilities 452 984 807 757 707 657
Long-term borrowings 302 740 493 443 393 343
Deferred income 108 183 191 191 191 191
Other non-current liabilities 42 61 122 122 122 122
Total liabilities 3,596 4,737 5,242 5,756 5,730 6,226
Total shareholders equity 5,978 7,065 8,965 10,496 12,070 13,832
Minority interest 0 0 0 0 0 0
Total equity and liabilities 9,574 11,802 14,207 16,252 17,800 20,058
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2021A 2022A 2023A 2024E 2025E 2026E

YE 31 Dec (RMB mn)

Operating

Profit before taxation 1,021 1,460 2,174 2,369 2,493 2,747
Depreciation & amortization 77 101 129 156 176 191
Tax paid (164) (260) (347) (332) (349) (385)
Change in working capital (687) (211) 216 (219) (401) (353)
Others 126 (154) 56 (230) (243) (294)
Net cash from operations 374 937 2,227 1,744 1,675 1,907
Investing

Capital expenditure (340) (819) (371) (600) (400) (300)
Others 271 (402) (491) 214 220 259
Net cash from investing (69) (1,222) (863) (386) (180) (41)
Financing

Dividend paid (126) 172) (253) (506) (570) (600)
Net borrowings 746 266 (198) (100) (100) (100)
Proceeds from share issues 1,482 0 0 0 0 0
Others (33) (49) 0 (38) (35) (32)
Net cash from financing 2,069 45 (451) (644) (706) (732)
Net change in cash

Cash at the beginning of the year 1,191 3,514 3,522 4,397 5,110 5,901
Exchange difference (50) 248 (39) 0 0 0
Cash at the end of the year 3,514 3,522 4,397 5,110 5,901 7,034
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 67.1% 10.2% 15.9% 19.0% 8.7% 9.1%
Gross profit 40.4% 16.7% 43.7% 17.4% 4.3% 8.8%
Operating profit 37.2% 9.1% 52.2% 20.8% 3.2% 9.1%
Net profit 33.2% 42.1% 48.5% 9.1% 5.2% 10.2%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 29.3% 31.0% 38.5% 38.0% 36.5% 36.4%
Operating margin 21.2% 21.0% 27.6% 28.0% 26.6% 26.6%
Return on equity (ROE) 18.2% 19.3% 23.3% 20.9% 19.0% 18.2%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) (0.4) (0.3) (0.3) 0.4) (0.4) 0.4)
Current ratio (x) 2.4 2.4 2.3 2.3 25 2.7
Receivable turnover days 130.9 180.6 190.3 180.0 180.0 180.0
Inventory turnover days 121.8 154.7 174.7 168.0 169.0 170.0
Payable turnover days 161.6 206.5 251.6 257.0 255.0 255.0
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E 27.2 19.9 13.4 12.3 11.7 10.6
P/B 4.2 35 2.8 24 2.1 18
Div yield (%) 0.7 1.0 2.0 2.3 2.4 2.6

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.
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