
 

1 of 1  

GAC (2238.HK) 

Sales of Japanese cars recovered  gradually      Phillip Securities (HK)Ltd  
Bloomberg ││││ Reuters ││││ POEMS 
2238.HK ││││ 2238.HK ││││ 2238.HK 
Industry : Automobile  

                                               Phil lip Securities Research 
 

22 May 2013 
FY2012&2013Q1 Result Review 
Rating: Accumulate  CP: 7.74HKD TP: 8.6HKD 

Company Profile  
As a large automobile manufacturer in China, GAC ha s JVs 
with Toyota, Honda, Mitsubishi and Fiat; the former  two 
constitute 80% of its sales volumes and the majorit y of profit. 
It has an independent brand “Trumpchi”. GAC Won nod  for 
privatization of Denway (203@HK) in HKEx on Aug, 201 0, and 
was listed in Shanghai Stock Exchange in March 2012.  

 
Summary     

·Influenced by China-Japan Diaoyu Islands Event and 
the fact that the new joint ventures are still at the 
beginning, the net profits of GAC in the whole year of 
2012 and the first quarter of 2013 respectively reduced 
by 73.5% and 47% to RMB 1.134 billion and 478 million 
yoy, in which the investment incomes respectively 
reduced by 43% and 17% respectively yoy. The final 
earrings per share were RMB 0.18 and RMB 0.07 
respectively, while those of the same period in the last 
year were respectively RMB 0.69 and RMB 0.15. The 
board of directors proposed a final dividend of RMB 
0.02/share, together with the medium-term dividend of 
RMB 0.07, also the dividend rate of the whole year of 
about 51%. 
 
·Heavily affected by the anti-Japanese events and due 
to the ageing of main car models “Highlander” and 
“Accord”, the sales volume of two JVs, GAC-Toyota and 
GAC-Honda respectively reduced by 8.9% and 12.7% 
yoy to 250,000 and 316,000 in 2012 and the productivity 
utilization was declined to 65%, in which the sale volume 
of the two both reduced by above 40% in 2012Q4 and 
the investment incomes contributed changed from 
positive to negative. The first car models of the new JVs 
GAC-Fiat and GAC-Mitsubishi was respectively launched 
in September and November, which was limited by the 
beginning and had not brought obvious benefit. Driven by 
SUV model, the independent brand “Trumpchi” has a 
substantial increase of sales volume by 92% to 32,600 in 
2012. 
 
·During 2013M4, sales volume of GAC increased by 
19% to 227,000, in which the sales volume of GAC-
Toyota started to significant rise, with accumulative yoy 
growth from flat to 8.4%, while the sales volume of GAC-
Honda was relatively plain, with accumulated sales 
volume increasing by 1.1% yoy. The overall market share 
of Japanese cars in China reduced to 8.96% in October 
2012. With the gradual mitigation of anti-Japanese 
events, the sales of Japanese cars have been recovered 
month by month. In April 2013, the overall market share 
of Japanese cars rebounded to about 18%, further 
shortening the gap with the previous level. Profit from      
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Rating 2.00 Accumulate

- Previous Rating 2.00 Accumulate

Target Price (HKD) 8.6

- Previous Target Price (HKD) 7.18

Closing Price (HKD) 7.74

Expected Capital Gains (%) 11.1%

Expected Dividend Yield (%) 2.0%

Expected Total Return (%) 13.1%

Raw  Beta (Past 2yrs w eekly data) 1.18

Market Cap. (HKD bn) 54,935

Enterprise Value (HKD mn) 40,457

52 w eek range (HKD) 4.75 - 7.99

Closing Price in 52 w eek range

Key Financial Summary
FYE 12/11 12/12 12/13F 12/14F

Revenue (RMB mn) 10,984 12,964 16,042 20,565

Net Prof it, adj. (RMB mn) 4,272 1,134 2,531 3,868

EPS, adj. (RMB) 0.69 0.18 0.39 0.60

P/E (X),adj. 9.0 35.3 15.5 10.2

BVPS (RMB) 4.75 4.84 5.19 5.44

P/B (X) 1.3 1.3 1.2 1.1

DPS (RMB) 0.20 0.09 0.12 0.16

Div. Yield (%) 3.2% 1.4% 2.0% 2.6%

Source: Bloomberg, PSR est.

*All multiples & yields based on current market price
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 GAC-Honda and GAC-Toyota has accounted for over 90% 
of total profit of GAC Group and the improving of productivity 
utilization will bring a restorative growth to the Group’s profit. 
 
·As for new models, GAC-Honda plans to launch the 9th 
generation of Accord, the facelift EverusS1 and crossover 
vehicle - Crider specially aimed at the Chinese market in 
2013, the latter positioned between Accord and Civic will 
fill in the blank of corresponding product chain. As most 
of the new models will be launched in the second half of 
the year, it is expected that the sales volume of GAC-
Honda in the second half of the year will rebound 
significantly. There are fewer new models of GAC-Toyota 
in 2013, only including the facelift Verso and new model 
of Camry as well as the new generation of Yaris. It is 
expected that with the new production capacity of 
240,000 is put into production, GAC-Toyota will 
accelerate the release of new models in 2014 and 2015. 
The independent brand of passenger vehicles of GAC 
started relatively lately, so the influence on profit in a 
short term is still limited  
 
· As for new JVs, the two-compartment version of 
Viaggio from FIAT and Pajero Sport from Mitsubishi are 
hopefully to come into season in the latter half of the year, 
but it is difficult to contribute profits in 2013 due to the 
start-up cost and channel construction limitation. 
However, FIAT-Chrysler Alliance owns relatively sufficient 
product lines. It is hopeful for Jeep Cherokee to put into 
production in the latter half year of 2014 and to introduce 
at least 2 sets of new SUVs in 2015. By virtue of gradual 
introduction of booming SUV, GAC FIAT is expected to 
be the new profit increase point of the company in 
following three years. 
 
·Because there still is a lot of capital expenditure in this 
year and the next year, we predict that 2013 will still be 
the “ready-year” of GAC. There will be an expecting 
substantial growth of achievements in 2014. We adjust 
predicting EPS in 2013 and 2014 to RMB 0.39 and RMB 
0.60, converting into HKD 0.49 and 0.76. Our 12-month 
target price of the GAC is HKD 8.6, equivalent to 17.4x 
and 11.3 P/E in 2013 and 2014, and 11% higher than 
current price, remains an “Accumulate” rating. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig 1. GAC’s net profit by year (RMB: MIL) 
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Source: Company reports, Phillip Securities 

 
 

Fig 2. GAC’s net profit by quarter (RMB: MIL) 
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Source: Company reports, Phillip Securities 
 
 
Fig  3. Peer Comparison  

Ticker Name

Mark
Cap
USD

Best
P/E

Best P/E
（（（（

Y+1））））

BEst
EV/BEst
EBITDA P/B

ROA LF
（（（（

%））））

ROE
（（（（

%））））

2238 HK Equity GAC 7018 15.0 10.8 1.2 2.4 3.8
2333 HK Equity GWM 17628 12.8 11.0 10.8 4.1 15.0 29.8

1211 HK Equity BYD 12750 59.2 42.5 17.1 3.0 0.1 0.4

175 HK Equity GEELY 4306 10.7 9.0 6.6 2.1 6.9 18.2

1114 HK Equity BRILLIANCE 6125 12.7 10.3 469.8 3.8 15.9 27.1

489 HK Equity DONGFENG 14075 8.9 8.3 4.5 1.6 7.8 18.1

F US Equity FORD 69112 10.7 9.7 10.2 1.4 3.3 14.6
GM US Equity GM 58098 10.8 9.1 4.7 3.4 3.1 36.6
RNO FP Equity RENAULT 23689 8.2 6.5 9.6 0.7 2.4 7.3

VOW GR Equity VOLKSWAGEN 101978 8.1 7.0 7.5 1.0 7.0 32.2
DAI GR Equity DAIMLER 69143 10.7 9.7 10.2 1.4 3.3 14.6

BMW GR Equity BMW 60993 9.4 9.2 8.3 1.5 3.9 17.8
UG FP Equity PEUGEOT 3459   N/A   N/A 12.2 0.3 -7.5 -42.4
TTMT IN Equity TATA 16105 9.8 7.9 4.7 2.9 11.0 52.1
7203 JP Equity TOYOTA 225751 14.0 12.4 11.0 1.7 2.9 8.5
7267 JP Equity HONDA 76003 12.8 11.3 9.5 1.5 2.9 7.8
7201 JP Equity NISSAN 54609 10.8 9.4 8.0 1.4 2.9 9.9  
Source: Bloomberg, Phillip Securities 
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FYE DEC FY10 FY11 FY12 FY13F FY14F
Valuation Ratios
P/E (X), adj. 6.8 9.0 35.3 15.5 10.2
P/B (X) 1.1 1.3 1.3 1.2 1.1
Dividend Yield (%) 3.2% 3.2% 1.4% 2.0% 2.6%
Per share data (RMB)
EPS, reported 0.92 0.69 0.18 0.39 0.60
EPS, adj. 0.92 0.69 0.18 0.39 0.60
DPS 0.20 0.20 0.09 0.12 0.16
BVPS 5.48 4.75 4.84 5.19 5.44
Growth & Margins (%)
Growth
Revenue 23.9% 25.6% 18.0% 23.7% 28.2%
EBIT 66.0% -27.5% -70.9% 118.5% 54.6%
Net Income, adj. 111.4% -0.5% -73.5% 123.2% 52.8%
Margins
Gross margin 8.5% 3.9% 5.3% 6.7% 8.9%
EBIT margin 64.6% 37.3% 9.2% 16.3% 19.6%
Net Profit Margin 49.1% 38.9% 8.7% 15.8% 18.8%

Key Ratios
ROE (%) 22.2% 15.6% 3.8% 7.8% 11.3%
ROA (%) 12.0% 10.3% 2.4% 4.9% 7.0%

Income Statement (RMB mn)
Revenue 8742 10984 12964 16042 20565
Gross profit 743 424 690 1075 1830
EBIT 5649 4098 1193 2607 4030
Profit before tax 5522 4057 1000 2394 3736
Tax -2 110 65 -59 -58
Profit for the period 5520 4167 1065 2335 3678
Minority interests 1225 -105 -69 -196 -190
Total capital share 4673 6148 6435 6435 6435
Net profit 4295 4272 1134 2531 3868
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
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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. 
 

© 2013 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 
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