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Brown Goods

Performance of the brown goods leader
beats expectations,

Sony brand to empower it in the future
Key takeaway

Securities Research Report - H Share Quick Take

According to TCL Electronics 25 earnings results, the company
achieved rapid growth in revenue and performance. The revenue
growth was mainly driven by the increase in both volume and price of
TVs, as well as the incremental contribution from internet and
innovative businesses. On the profit side, despite the stable gross
margins, rapid growth was achieved, mainly benefiting from the
company's cost reduction, quality improvement, and efficiency
enhancement, with well-controlled expense ratios and steady business
performance. The company plans to reach a strategic cooperation
with Sony in the home entertainment field, establishing a joint venture
with TCL holding 51% of shares to take over Sony's TV and home audio
product lines. The joint venture is expected to integrate the
technological and resource advantages of both parties, reshape the
competitive landscape of global TV brands, and directly increase TCL's
consolidated revenue, boosting its profit margin and valuation.

Event

On 27 March , 2026, TCL Electronics released its 25 earnings
results.

In 2025, the company achieved an operating revenue of HKD 114.583
billion (+15.4%), a net profit attributable to the parent company of
HKD 2.495 billion (+41.8%), a NPM attributable to the parent company
of 2.2% (+0.4 pct), an adjusted net profit attributable to the parent
company of HKD 2.512 billion (+56.5%), and a NPM of 2.2% (+0.6 pct).

Thesis

. Revenue Analysis: Steady performance in core TV business and
rapid growth in emerging businesses in 2025

1. By product: Overseas TV business sees growth, innovative
businesses made incremental contribution

1) Display business: Smart TVs witnesses volume and price
ramp-up, small and medium sizes & commercial displays remain
steady. In 2025, the segment achieved a revenue of HKD 75.797
billion (+9.2%),
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accounting for 66.2%, with a gross margin of 16.5% (+1.0 pct).

A. Smart screens: Growth rate outperforms the industry, Mini LED penetration rate increases rapidly.
According to our estimation, the sales volume was around 30.3 million (+4%~5%), with an average price of around
HKD 2,130 (+3%), achieving a revenue of HKD 64.708 billion (+7.7%) and a gross margin of 16.8% (+1.4 pcts);
among them, Mini LED sales volume was around 3.85 million (+118.0%), with a penetration rate of 12.7% (+6.6
pct). Domestically: Sales volume was around 5.7 million (-10%), with an average price of HKD 3,018 (flat),
achieving a revenue of HKD 17.204 billion (-9.7%) and a gross margin of 21.7% (+1.9 pcts); among them, Mini LED

TV sales volume was 1.29 million (+33.6%), with a penetration rate of 22.6% (+7.3 pcts).

Overseas: Sales volume was about 24.6 million (+8%~9%), average price was HKD 1,929 (+6%~7%), achieving
revenue of HKD 47.504 billion (+15.7%), with a gross margin of 15.1% (+1.6pcts); among which, Mini LED TV sales
volume was 2.56 million (+219.8%), with a penetration rate of 10.4% (+6.9pct).

B. Small and medium size TVs: Focusing on European and American markets and operator channels, with
continuous iteration of eye-care technology. The segment achieved revenue of HKD 9.968 billion (+17.8%),
with a GPM of 14.4% (1.0pct).

C. Smart commercial TVs: Focusing on structural optimization domestically, and expanding high -end users
overseas. Achieved revenue of HKD 1.121 billion (+28.4%), with a GPM of 12.8% (-0.5pct).

2) Innovative business: Rapid revenue growth, with a temporary decline in profit margin. In 2025, the
business line achieved revenue of HKD 35.628 billion (+31.9%), accounting for 31.1%, with a GPM of 10.3%
(-2.1pcts).

A. All-category marketing: Brand & channel synergy bolsters steady revenue growth. Achieved revenue of
HKD 12.645 billion (+1.6%), with a GPM of 10.9% (-3.0pcts).

B. PVs: Becoming a top-tier player, maintaining high revenue growth. Achieved revenue of HKD 21.063
billion (+63.6%), with a GPM of 8.6% (-0.9pct).

C. Smart connection and smart home: Released Al robots, seized the initiative in smart glasses . Achieved
revenue of HKD 1.920 billion (+13.7%), with a GPM of 24.6% (+1.9pcts).

3) Internet business: Expanding in overseas markets, with continuous improvement in profit margin. In
2025, the business line achieved revenue of HKD 3.109 billion (+18.3%), accounting for 2.7%, with a GPM of 56.4%
(+0.2pct). Domestically: Achieved revenue of HKD 1.803 billion (-0.2%). Overseas: Achieved revenue of HKD
1.305 billion (+59.2%).

4) Other businesses: In 2025, achieved revenue of HKD 49 million (-80.0%), accounting for 0.04%, with a GPM of
2.8% (-3.4pcts).

1. By region: Both domestic and export sales achieved growth, with overseas hardware and software
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contributing to the increment

1) Domestic market: In 2025, achieved revenue of HKD 47.393 billion (+14.3%), accounting for 41.4%, of which
smart TVs and other revenue totaled HKD 45.590 billion (+14.9%), and internet revenue was HKD 1.803 billion
(-0.2%).

2) North America: In 2025, achieved revenue of HKD 19.485 billion (+12.5%), accounting for 17.0%, of which
smart TVs and other revenue totaled HKD 19.043 billion (+12.3%), and internet revenue was HKD 443 million
(+21.7%).

3) Europe: In 2025, achieved revenue of HKD 16.001 billion (+22.0%), accounting for 14.0%, of which smart TVs
and other revenue totaled HKD 15.817 billion (+21.7%), and internet revenue was HKD 185 million (+54.6%).

4) Emerging markets: Revenue in 2025 reached HKD 31.703 billion (+15.7%), accounting for 27.7%, of which
smart TVs and other revenue reached HKD 31.025 billion (+14.6%), and internet revenue was HKD 678 million
(+101.4%).

Il. Profitability Analysis: Profitability is under short-term pressure,but the long-term improvement trend
remains promising.

1. Gross profits: GPM remains stable despite business structure changes.

The company's GPM remained stable, at 15.6% (-0.04pct) in 2025. Looking ahead to 2026, the World Cup will
drive the replacement of large-sized TVs, coupled with the upgrade of the channel structure in North America,
the economies of scale effect of new businesses will gradually emerge, the proportion of innovation and internet
businesses will rise, and the GPM will also have upward momentum. We expected the GPM to resume its upward
trend in 2025.

2. Expenses: With continuous cost reduction and efficiency improvement, expense ratio has decreased

In 2025, the selling/administrative/R&D expense ratios -0.6/-0.1/-0.1pct YoY, respectively, mainly due to the
company's continuous promotion of cost reduction, quality and efficiency improvement, and enhanced expense
control efforts. Looking ahead to 2026, TCL will increase its multi-brand marketing efforts, become a global
Olympic partner, and continue to promote channel coverage. However, with the further promotion of cost

reduction and efficiency improvement, the expense ratio is expected to maintain a healthy level.
Ill. Net profit: NPM has significantly improved, and there is still room for long-term improvement

In 2025, the NPM attributable to the parent company was 2.2% (+0.4pct), and the adjusted NPM attributable to
the parent company was 2.2% (+0.6pct). With a stable GPM, the company maintained a steady improvement in
business performance through cost reduction, quality and efficiency improvement. Combining the changes in the
gross profits and the expenses, we expected that there is room for further improvement in the long-term NPM.

Investment Recommendation: TCL Electronics continues to promote the "mid-to-high-end + large-sized TVs"
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and multi-brand strategies, continuously increasing its domestic and foreign market share and expanding its
smart TV business, and driving the recovery of profitability through optimizing product and channel structures,
localization, and cost reduction and efficiency improvement. Reaching strategic partnership with Sony is
expected to strengthen the company's competitiveness in the global TV market, directly increase its consolidated
revenue, and improve profit margins and valuation. We forecast that the company will achieve a net profit
attributable to the parent company of HKD 3.01billion/HKD4.046billion/HKD5.099 billion from 2026 to 2028,
implying an EPS of HKD 1.19/HKD1.60/HKD2.02. The current stock price implies a PE of 9.23x/6.87x/5.45x,

maintain "Buy" rating.
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Risks:

1) Decline in market demand: The global TV market has entered a zero-sum competition. The overdraft effect
of market demand in developed countries and regions such as Europe, the US, and Japan is gradually emerging.
In addition, high inflation has led to a decline in the actual purchasing power of residents, and TV shipment
demand will remain sluggish. According to Sigmaintell data, global TV shipments in 2025 is estimated to be 221
million (-0.7% YoY ); according to RUNTO data, China's TV shipments in 2025 was 32.895 million (-8.5% YoY).

Looking ahead, it is unlikely to see fundamental changes in the TV market environment.

2) Rebound in panel prices: The continuous decline in inventory of leading panel manufacturers, coupled with
further production cuts, has bolstered market demand. According to AVC Revo data, the prices of TV panels of
various sizes bottomed out in October 2022, and then experienced a slight increase. Compared with early
October 2022, the average prices of 75/65/55/50/43/32-inch TV panels increased by USD72/USD73/
USD52/USD40/ USD17/USD10 respectively by June 2024.

3) RMB fluctuations: Long-term FX fluctuations will affect the business strategies of foreign trade enterprises.
The USD will be highly volatile in the short term. According to data from the China Foreign Exchange Trade
System, the current USD to CNY exchange rate is around 6.9.

Please be sure to read the disclaimers and declarations after the maintext.




s SIS _
CHINA SECURITIES

Analysts

H Share Quick Take

He Juying

Chief Pharmaceutical Industry Analyst at China Securities, holds a Master’s degree in
Management from Fudan University. With over 10 years of experience in sell -side
pharmaceutical research, she is adept at prospectively identifying niche market
opportunities, conducting meticulous company research, and determining overall
investment strategies.

Awarded 7th place in the 2020 Sina Finance Golden Kirin Analysts for the
Pharmaceutical industry, finalist for the New Fortune Best Analysts in the
Pharmaceutical industry, and 4th place for Wind Best Analysts in the Pharmaceutical
industry, among other honors. Ranked 1st in the 2019 Wind 'Gold Medal Analyst' for
the Pharmaceutical industry. Ranked 3rd in the 2018 Wind 'Gold Medal Analyst' for the
Pharmaceutical industry, and 1st in the 2018 Yicai Best Analyst for the Pharmaceutical
industry. Ranked 3rd in the 2013 New Fortune for the Pharmaceutical industry, and 5th
in the Crystal Ball Awards for the Pharmaceutical industry.

MA Wangjie

Chief analyst for home appliances and agriculture industries at China Securities, master
of management from Shanghai Jiao Tong University. Known for solid research and
distinct viewpoints. His coverage in the home appliance sector primarily includes white
goods, brown goods, small home appliances, cleaning appliances, two-wheelers,
motorcycles, and electric garden tools. He has been shortlisted for the New Fortune
Best Analyst by Securities Times, and has received honors including Best Analyst by
Shanghai Securities News, Wind Gold Medal Analyst, and Sina Golden Kirin Best
Analyst.

LYU Yuru

Home appliance analyst, Master of Economics from Southwestern University of
Finance and Economics, focusing on large displays (TVs/projectors/laser projectors),
power sports (ATVs/motorcycles), tech consumption (action cameras/Al glasses/smart
home/portable ESS), and the real estate chain (kitchen appliances/built-in

stoves/lighting and electrical).

Please be sure to read the disclaimers and declarations after the maintext.




22 iiE '
TR

H Share Quick Take

Disclaimer

Investment rating system

Investment rating standard Ratings Description
. . . . ) . Bu Increase by more than 15% relative to the benchmark index
IThe rating standard involved in the investment recommendations in thej y' = Y o n m %
report is based on the performance relative to the market within 6 Overweight _|increase by 5%-15%relative to the benchmark index
months after the release date, i.e., the performance of the company's Stock ratings Neutral Increase by - 5%-5% relative to the benchmark index

stock price (or industry index) within6 months after the release date is - - -
benchmarked against the change of representative indexof the Underweight Decrease by 5%-15% relative to the benchmark index

relevantsecurities market over the same period CSI 300 Index serves ag| Sell Decrease by more than 15% relative to the benchmark index

the benchmark index for the A-share market; the NEEQ Component

Index serves as the benchmark indexfor the NEEQ matket; Hang Seng Outperform Increase by more than 10% relative to the benchmark index
Index serves as the benchmark indexfor the Hong Kong market; and Industry ratings Neutral Increase by -10-10% relative to the benchmark index
S&P 500 Index serves as the benchmark index of the US market. Underperform  |Decrease by more than 10% relative to the benchmark index

This report is a translation of the original Chinese report  [TCL BF(1070) B8 EL WHEHE FFZE B2 H LlsE] | released on  [31 March, 2026] . If there & ary
Inconsistency or ambiguity between the Englishversionand the Chinese version, the Chinese version shall prevail.

Analyst Certification

Each analyst of this report hereby certifies that: (i) the report is produced independently and objectively by the analyst with due diligence, professional and prudent research
methods, and information complied with laws and regulations. The conclusions are made withoutany third party's instruction or influence. (ii) The analyst has never been, is
not and will not be compensated, directly or indirectly, in any form for the recommendations or opinionsin this report

Legal Entities Disclosures

This report is produced by China Seaurities Co, Ltd. and/or its affiliates (hereinafter collectively referred to as "China Seaurities ) and is distributed in the People’s Republic of
China (for the purpose of thisreport only, excluding Hong Kong, Macau, and Taiwan) by China Securities Co., Ltd. China Securities Co., Ltd. hasthe qualification for securities
investment consulting business approved by the China Seaurities Regulatory Commission. The analyst's registration code of the qualification certificate issued by the Seaurities
Association of China has been disdosed on the coverpage of the report

Subject to applicable laws and regulations, this report may be distributed by China Securities (Intemational) Brokerage Company Limited in Hong Kong as well which is
regulated by the Securities and Futures Commission of Hong Kong (“SFC"). The CE No. of the SFC licensed author(s) of this reportare disclosed on the cover page of the
report.

General Disclosures

This report is produced by China Securities. This reportdoes not constitute a basis of any contract or commitment. China Securities will not deem the recipient as its client
notwithstanding his receipt of this report.

The informationin this report is derived from publicly available infomation that deemed to be reliable by China Securities, but China Securities does not guarantee the
accuracy or completeness of such information. The opinions, speculationsand forecasts contained in this report only reflect the analyst's judgment on the date of the original
Chinese report. The opinions, speculations and forecasts are subject to change without notice, and may be different from or even opposite to, the oralor written opinions
expressed by other departments or personnel of China Securities by using differentassumptions and standards or different ana lytical methods. Past performance of seaurities
or other financial instruments cited in this report is not a reliable indicator of future performance. Any content of forecast contained in the report is based on corresponding
assumptions, andanyassumptionmay change atany time andaffectactual investment income. China Seaurities does not promise or guarantee that the content of forecast in
this report will necessarily be realized.

This report should not be deemed asinvestment advice in whole or in part. The opinions and recommendations contained in this report do not take into accountthe specific
circumstance of the recipients in terms of financial status, investment objectives, and risk appetite, etc. Recipients of the report shall independently evaluate the information
contained in this report, make independent decisions based on their own investment objectives, needs, market opportunities, risks and other factors, and bear i nvestment
risks on their own. China Securities recommends that all investors should consult their tax accounting or legal advisors on any potential investment. Regardless of whether a
report recipient makes investment dedsions based on this report, China Securities will not provide any form of guarantee for suchinvestment decisions, nor will it share any
investment income or losses in any form. China Securities shall not be held liable for any direct or indirect losses arising from the use of thisreport

To the extent permitted by laws, regulations and regulatory requirements, China Securities may hold and trade the shares or other property rights of the companies
mentioned in this report. And in the past 12 months, at present or in the future, China Securities may provide or seek to provide investment banking services, market making
transactions, financial advisory or other financial services for the companies mentioned in thisreport. The content of this report truly, accurately and completely reflects the
opinions of the analyst. No part of the analyst's compensation was, is, or will be directly or indirectly related to the s pecific opinions in the reportwritten by the analyst, and
the analyst will not obtainimproper benefits due to his or her writing of thisreport.

Any and all rights of this reportis owned by China Securities. Without the prior written consent of China S ecurities, no organization or individual has the right to distribute,
reproduce, copy, publish or quote all or part of the content of this reportin any form. It is also not allowed to receive, reproduce, copy or quote all or part of the content of
this report from any unauthorized organization or individual, or from media platforms operated by them. All rights reserved.
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