
 

1 of 1  

Geely(175.HK) 

Stable 12H result with surged exports                 Phillip Securities (HK) Ltd  
Bloomberg ││││ Reuters ││││ POEMS 
175.HK ││││ 175.HK ││││ 175.HK 
Industry : Automobile  

                                               Phil lip Securities Research 
 

31 August 2012  
2012H result review 
Rating: Accumulate CP: 2.54HKD TP: 2.98HKD 

Company Profile  
Headquartered in Hangzhou, Geely is one of big-3 Ch inese 
local brand car producers, with manufacture bases i n Linhai, 
Ningbo and Luqiao, Shanghai, Lanzhou, Xiangtan, Jina n 
Chengdu, and a R&D center/production base from DSI i n 
Australia. It has more than 30 car models under thr ee sub-
brands -- Emgrand, Gl eagle  and Englon.  
Summary  
·Geely releases mid-2012 report : Operation Turnover 
increased by 6% to RMB11.177 billion from a year ago, 
operating cost up by 6% year-on-year, and yearly profit 
attributable to shareholders of the parent company 
reached RMB1.02 billion, up by 8.7% from the same 
period of previous years. The Company realized diluted 
EPS RMB0.125, rising by 9%, and performance was in 
line with the expectation. Meanwhile, interim dividends 
were not distributed. Main drive for performance growth 
was the outbreak of the export market and satisfactory 
demand of Emgrand brand. In addition, government 
subsidy income increased by 19% year-on-year to nearly 
RMB100 million, with much performance increase. 
 
·Strong export growth is the key highlight . The 
Company H1 sold 222,000 vehicles, up by 4.2% from the 
same period of last year, taking 48.3% of the yearly sales 
goal of 460,000 units. Among them, Domestic market 
regression accelerated sales down by 9%, but export 
demand remained strong, sales up by 199% to 40,000 
units, which offset the unfavorable effect of domestic 
sales. Geely overseas market entered rapid growth 
period, and yearly export is expected to break 85,000 
units, up 115% year-on-year. 
  
·Product mix continues to move up, but gross 
margin levels off . Global Hawk brand which made up 
36% share continued to slide, among which Free Ship 
and Vision brands declined by 20% and 44% from last 
year, while high-end Deidro Delux sales grew by 36% to 
69,000 units. Driven by released capacity of Cixi factory 
completion, Deidro Delux EC7 model sales rose by 38%, 
and average monthly sales outnumbered 10,000 units, 
which accounted for 27% of Geely Automobile total 
sales. The Company ex-factory prices remained steady, 
while strong sales growth contributed by EC7 was offset 
by high favorable promotions of low-end models and cost 
increase leveled off gross margin to 17.4%. 
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Geely

Rating 2.00 Accumulate

- Previous Rating 2.00 Accumulate

Target Price (HKD) 2.98

- Previous Target Price (HKD) 2.98

Closing Price (HKD) 2.55

Expected Capital Gains (%) 16.9%

Expected Dividend Yield (%) 1.7%

Expected Total Return (%) 18.5%

Raw  Beta (Past 2yrs w eekly data) 1.32

Market Cap. (HKD bn) 19,068

Enterprise Value (HKD mn) 18,710

52 w eek range (HKD) 1.42 - 3.56

Closing Price in 52 w eek range

Key Financial Summary
FYE 12/10 12/11 12/12F 12/13F

Revenue (RMB mn) 20,099 20,965 23,702 27,129

Net Profit, adj. (RMB mn) 1,368 1,543 2,055 2,442

EPS, adj. (RMB) 0.19 0.21 0.28 0.33

P/E (X),adj. 11.3 10.1 7.6 6.4

BVPS (RMB) 1.09 1.29 1.57 1.71

P/B (X) 1.9 1.6 1.3 1.2

DPS (RMB) 0.03 0.03 0.03 0.04

Div. Yield (%) 1.2% 1.3% 1.4% 1.7%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price

Valuation Method
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·New models and transmission gearbox 6AT are 
expected to improve H2 performance . The July sales 
of The Company first SUV model GX7 reached 3,000 
units, with good performance, and it will impact monthly 
sales of 5,000 units in H2. Geely plans to launch nine 
new models including EX8 and SC6 in H2 2012, Xiangtan 
factory started to mass-produce 6AT gearbox in end-June, 
which enabled the Company to launch more new models 
equipped with 6AT in H2. we predict that higher product 
price-performance ratio is expected to increase H2 sales 
and positively boost the Company gross margin. 
 
· Valuation and Rating . After Geely successfully 
purchased Volvo, remarkable progress was made in 
safety and quality aspects, which improved the Company 
brand image. We believe supported by new car effect and 
export boom, H2 sales will be better than expected. We 
maintain its 12-month target price of HKD2.98, 
corresponding to 9.7 times and 8.2 times of diluted EPS 
in end-2012 and end-2013, a premium of 17% over the 
present price, “accumulate” rating maintained. 
 
·Risk factors . Economic slide severely weakens car 
consumption demand; raw material cost substantially 
increases; fierce market competition and price decrease 
range go beyond the expectations; overseas market risk; 
urban congestion spreads purchase restrictions, etc. 
 
Fig 1. Geely’s monthly sales 
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Source: Company reports, Phillip Securities 
 
Fig 2. View of Geely’s net profit and growth 
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Source: Company reports, Phillip Securities 

Fig 3.Geely’s new products in 2012H2  

 
 
Source: Company reports, Phillip Securities 
 
Fig 4.Geely’s sales by regions  

0

100,000

200,000

300,000

400,000

500,000

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

H

export domestic

 
Source: Company reports, Phillip Securities 
 
Fig 5. Mix of export sales 
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Fig 6. Peer Comparison  

Ticker Name
Market
Cap

Est
P/E

Est
P/E
(Y+1)

EV/BE
st
EBITD P/B

ROA
LF (%)

ROE
(%)

EDM (3 securities)
Average Average 60925 6.7 6.6 7.6 1.2 5.0 21.3
DAI GR Equity DAIMLER AG 54990 7.9 7.0 8.6 1.1 3.9 14.9
BMW GR BMW 47973 7.8 7.6 7.4 1.4 3.8 19.2

VOW GR Equity VOLKSWAGEN 79812 4.5 5.2 6.7 1.0 7.3 29.8
EFR (2 securities)
Average Average 8377 5.3 6.2 9.1 0.3 0.4 6.6
RNO FP Equity RENAULT SA 13996 5.3 3.9 9.6 0.4 2.2 9.0
UG FP Equity PEUGEOT SA 2758     N/A 8.5 8.6 0.2 -1.4 4.3
HKD (12 securities)
Average Average 4274 11.1 8.5 19.4 1.6 7.7 17.7
175 HK Equity GEELY 2487 9.2 7.8 6.0 1.5 6.2 17.5
2238 HK Equity GAC 5706 8.1 6.5 51.6 1.0 10.3 15.6
2333 HK Equity GWM 7085 10.0 8.9 7.0 3.5 16.1 25.6
881 HK Equity ZHONGSHENG 2374 11.5 8.0 8.0 2.1 4.9 21.8
3808 HK Equity SINOTRUK 1520 12.1 9.9 6.8 0.5 1.9 5.4
2338 HK Equity WEICHAI 5312 7.3 6.3 5.5 1.5 9.8 27.0
1122 HK Equity QINGLING 566 9.8 9.2 0.5 3.4 4.9
1211 HK Equity BYD 5254 31.8 19.5 11.9 1.2 2.3 7.0
200625 CH CHANGAN-B 3140 8.3 5.3 62.4 0.7 1.1 7.6
200550 CH JIANGLING-B 1842 5.4 4.8 2.5 1.4 13.5 27.8
1114 HK Equity BRILLIANCE 4555 12.5 9.7 48.8 4.2 13.9 27.2
489 HK Equity DONGFENG 11442 6.6 5.9 2.9 1.6 9.2 25.0

TTMT IN Equity TATA MOTORS 12447 41.5 34.3 3.8 2.3 11.0 52.1
JPY (10 securities)
Average Average 30557     N/A    N/A 6.0 1.0 1.3 3.5
7201 JP Equity NISSAN 43171     N/A    N/A 5.8 1.0 3.1 11.2
7203 JP Equity TOYOTA 139392     N/A    N/A 10.3 1.0 0.9 2.7
7267 JP Equity HONDA 59022     N/A    N/A 7.7 1.0 1.8 4.8
7269 JP Equity SUZUKI 10673     N/A    N/A 2.2 0.9 2.4 5.5
7261 JP Equity MAZDA 3666     N/A    N/A 7.1 0.6 -5.8 -24.0
6902 JP Equity DENSO 30641     N/A    N/A 4.4 1.1 2.6 4.5
7270 JP Equity FUJI HEAVY 6439     N/A    N/A 3.9 1.1 3.0 8.9
7272 JP Equity YAMAHA 3189     N/A    N/A 7.0 0.8 1.3 9.7
7205 JP Equity HINO 4221     N/A    N/A 5.1 1.6 2.1 8.1
7211 JP Equity MITSUBISHI 5160     N/A    N/A 6.1     N/A 1.8     N/A
KRW (2 securities)
Average Average 37622 6.8 6.4 6.3 1.8 9.8 25.9
000270 KS KIA MOTORS 27456 7.0 6.5 5.5 2.3 12.1 29.1
005380 KS HYUNDAI 47789 6.5 6.3 7.1 1.4 7.5 22.7
SEK (2
Average Average 20490 11.9 9.9 7.4 2.4 6.3 25.9
VOLVB SS VOLVO 27272 10.5 9.2 7.4 2.0 5.1 22.5
SCVA SS SCANIA 13707 13.2 10.7     N/A 2.8 7.4 29.2
USD (4 securities)
Average Average 34517 8.6 7.4 7.2 1.7 6.3 20.9
F US Equity FORD 35623 7.4 6.3 9.9 2.1 10.1
DDAIF US DAIMLER AG 55646 8.0 7.1 1.1 3.9 14.9
PCAR US PACCAR 14009 12.2 10.9 9.8 2.5 7.1 19.4

GM US Equity GENERAL MOTORS 32791 6.7 5.3 2.0 1.1 4.0 28.3  
Source: Bloomberg, Phillip Securities 
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FYE DEC FY09 FY10 FY11 FY12F FY13F
Valuation Ratios
P/E (X), adj. 12.2 11.3 10.1 7.6 6.4
P/B (X) 2.3 1.9 1.6 1.3 1.2
Dividend Yield (%) 1.0% 1.2% 1.3% 1.4% 1.7%
Per share data (RMB)
EPS, (Basic) 0.171 0.186 0.207 0.275 0.327
EPS, (Diluted) 0.167 0.171 0.192 0.252 0.297
DPS 0.020 0.026 0.028 0.030 0.035
BVPS 0.92 1.09 1.29 1.57 1.71
Growth & Margins (%)
Growth
Revenue NA 42.9% 4.3% 13.1% 14.5%
EBIT NA 29.5% 11.6% 19.5% 17.1%
Net Income, adj. NA 15.7% 12.8% 33.1% 18.8%
Margins
Gross margin 18.1% 18.4% 18.2% 18.2% 18.7%
EBIT margin 11.8% 10.7% 11.4% 12.1% 12.4%
Net Profit Margin 8.4% 6.8% 7.4% 8.7% 9.0%

Income Statement (RMB mn)
Revenue 14,069 20,099 20,965 23,702 27,129
Gross profit 2,541 3,700 3,820 4,321 5,065
EBIT 1,657 2,145 2,394 2,862 3,351
Profit before tax 1,550 1,900 2,183 2,594 3,064
Tax (231) (351) (467) (516) (585)
Profit for the period 1,319 1,550 1,716 2,078 2,479
Minority interests (136) (181) (172) (23) (37)
Total capital share 6,927 7,363 7,450 7,466 7,466
Net profit 1,183 1,368 1,543 2,055 2,442
Source: PSR 
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations entirely on the  above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our f inal
recommendation

Ratings History

PSR Rating System

Remarks

1
2
3
4
5

Source: Bloomberg, PSR
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited 
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and 
speculative undertones surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree 
to be bound by the terms and limitations set out below.  
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be 
liable for any direct or consequential loss arising from any use of material contained in this publication.  
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are 
unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are 
based on such information and are expressions of belief only. Phillip Securities has not verified this information and no representation or 
warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. 
Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not have any responsibility 
to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no 
event will Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of 
the information or Research made available, even if it has been advised of the possibility of such damages.  
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are 
subject to change at any time without prior notice.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or 
particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person 
receiving or reading this material should seek advice from a financial adviser regarding the suitability of such products, taking into account 
the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of 
such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and 
exercise of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular 
transaction nor a representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be 
aware that many of the products which may be described in this publication involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are understood 
and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained 
herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in this research should take into account existing public information, including any registered prospectus in respect of 
such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the 
listed corporation covered in this report. 
Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor 
any financial interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities 
serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any 
jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which 
would subject Phillip Securities  to any registration or licensing or other requirement, or penalty for contravention of such requirements 
within such jurisdiction. 
 

© 2012 Phillip Securities (Hong Kong) Limited  

Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 



 

Geely (175.HK)  
Phillip Securities (Hong Kong) Ltd Research 
 31 August 2012  

7 of 7 

Contact Information (Regional Member Companies) 

SINGAPORE 
Phillip Securities Pte Ltd 

Raffles City Tower 
250, North Bridge Road #06-00 

Singapore 179101 
Tel : (65) 6533 6001 
Fax : (65) 6535 6631 

Website: www.poems.com.sg 

MALAYSIA 
Phillip Capital Management Sdn Bhd 
B-3-6 Block B Level 3 Megan Avenue II, 
No. 12, Jalan Yap Kwan Seng, 50450 

Kuala Lumpur 
Tel (603) 21628841 
Fax (603) 21665099 

Website: www.poems.com.my 

 
HONG KONG 

Phillip Securities (HK) Ltd 
Exchange Participant of the Stock Exchange of Hong Kong 

11/F United Centre 95 Queensway 
Hong Kong 

Tel (852) 22776600 
Fax (852) 28685307 

Websites: www.phillip.com.hk 

 
JAPAN 

PhillipCapital Japan K.K. 
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Fax (81-3) 35953630 
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