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Cold export, warmer domestic

HONG KONG | AUTOMOBILE | COMPANY UPDATES

e September saw 39019 sales units, down by 9% YoY, which sharply
narrowed from the double-digit decline rate before, but up by 41% MoM.

e Seen from the MoM sales, the sales of New Emgrand and SUV have
contributed to nearly 70% of the incremental sales.

e The Company had a total sales volume of 86819 cars in the third quarter,
which was 22.7% less than that of last year's same period.

e The sales volume of the first three quarters totalled 274005 cars with YoY
decline rate of 27%, which achieved 64% of its annual goal. It means that
in order to reach the goal successfully, the average monthly sales volume
have to reach as high as 52000 cars for the remaining three months of this
year.

e Export sales reported 4677 cars in September, down by 45% YoY, still had
a big distance to the average monthly sales of 10000 in last year.

e The domestic sales volume had clearly rebounded and the YoY decline
rate downed to 1%, while the MoM rate had a significant rebound of 48%.

e In Sep., Geely signed a letter of intent for cooperation with Corun, a leader
in the Ni-MH battery technology field in China, and planned to set up a JV.

How we view this

Through adjustment over most of this year, Geely has shown an increasingly
clear brand strategy. The government finally launched a new national policy in
September this year, which obviously indicated the intention to support self-
owned brands. Geely has 6 car models that were included, accounting for more
than 60% of the last year’s total sales volume of the company. The restart of
the new national policies will help the sales volume of the company to speed up
again.

As the models co-produced by Geely and Volvo has to wait until after 2016, the
result of Geely in recent 2 years would be constrained by the limitation of
popular models; the future sales volume of its new energy vehicles is also
subjected to the promotion and development of the domestic new energy
vehicles market. However, the acceleration of the new energy vehicle
commercialization will stimulate the market expectation and the level of its
valuation.

Investment Action

From our unrevised financial forecast, we lift our target price to HK$4.00, based
on 12.6/10.5xP/E in 2014/2015, and the suggestions of “Buy” rating be given.

Key Financial Summary

FYE 12/12 12/13 12/14F 12/15F
Revenue (RMB mn) 24,628 28,708 23,115 26,717
Net Profit, adj. (RMB mn) 2,040 2,663 2,205 2,629
EPS, adj. (RMB) 0.27 0.32 0.25 0.30
P/E (X),ad]. 9.9 8.2 10.5 8.8

BVPS (RMB) 1.59 1.93 1.99 2.30
P/B (X) 17 14 13 11

DPS (RMB) 0.03 0.04 0.03 0.04
Div. Yield (%) 1.2% 1.6% 1.1% 1.4%

Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
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Buy

Rating:

Upgraded to Buy

Target Price (HKD) 4.00
Forecast Dividend (HKD) 0.04
Closing Price (HKD) 3.33
Potential Return 21.3%

Company Description

Geely is one of big-4 Chinese local brand car producers, with
manufacture bases in Linhai, Ningbo and Lugiao, Shanghai, Lanzhou,
Xiangtan, Jinan Chengdu, and a R&D center. It has more than 10 car
models on sale and 625000 units of capacity.

0.57
29,309
18,157

26-4.13

Raw Beta (Past 2yrs w eekly data)
Market Cap. (HKD bn)

Enterprise Value (HKD mn)

52 w eek range (HKD)

Closing Price in 52 w eek range

0% 50%

100%

5.00
4.50
4.00
3.50
3.00
2.50
2.00
1.50
1.00
0.50

0.00
NNRNN NN NN NN NN
P ) s B s B S B S
0O 2 u & 1L >» Z 2 ¢ r»r o O
o [ ] 2 ©O o T D €S £ c [ B
= < o ? v S o5 < 7 L@ T 7
= (=Y [=Y L [l [l = [y = ~N (=Y (=Y =
= \/olume, mn 175 hk equity e— HS|

Major Shareholders
1.Proper Glory Holding Inc.

2.Zhejiang Geely Automobile Company Limited
3.JPMorgan Chase & Co.

27.98%
8.82%
8.80%

Valuation Method
PE

Analyst

Zhang Jing
zhangjing@phillip.com.cn
+86 63512937

Page | 1



Geely Automobile (175.HK)
28 October 2014

The YoY decline rate of sales volume in September n  arrowed down,
while its MoM rate rebounded significantly

In September, the sales of Geely had a record of 39019 cars with a YoY
decline rate of 9%, which sharply narrowed from the double-digit decline
rate before. As for the MoM growth rate, it had a significant rebound of 41%
compared with the previous month. The New Emgrand launched in the end
of July performs strongly and is the main driving force, whose sales in
September reached 13794 cars with MoM growth rate of 92%. Moreover,
SUV cars showed the tendency of bottoming out, the total sales of which in
September were 5766 cars, and remained the same YoY, while rose by
26% MOM. Seen from the MoM sales, both the above have contributed to
nearly 70% of the incremental sales.

Fig 1. Geely monthly sales (units)
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The export remains in the downturn, while domestic sales show signs
of getting warmer

Affected by the unstable political situation of the main export market, Geely
had an export sales volume of 4677 cars in September. The YoY decline
rate was 45%, while MoM rate increased slightly by 5%. It still had a big
distance to the average monthly sales of last year, which were 10000 cars.
The domestic sales volume had clearly rebounded and the YoY decline rate
downed to 1%, while the MoM rate had a significant rebound of 48%.

Fig 2. Geely monthly exports (units, %)
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Source: Company, PSR

The Company had a total sales volume of 86819 cars in the third quarter,
which was 22.7% less than that of last year's same period. The sales
volume of the first three quarters totalled 274005 cars with YoY decline rate
of 27%, which achieved 64% of its annual goal. It means that in order to
reach the goal successfully, the average monthly sales volume have to
reach as high as 52000 cars for the remaining three months of this year.
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Brand adjustment is getting clear day by day, and r  eapplying the new
round of national policies helps speed up the sales of the Company
Through adjustment over most of this year, Geely has shown an
increasingly clear brand strategy: after cancelling three sub-brands and
integrating them into one Geely brand, the products of the company will be
mainly classified into five product lines in the future, namely KC Series,
Emgrand Series, Vision Series, Kingkong Series and Panda Series, while
the subsequent integration of dealer channels is expected to be completed
within 1 to 2 years.

Fig 3. Geely monthly sales by models (units)
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The state subsidies for saving energy and benefiting people aiming at small
emission economical cars has expired since last year October, while new
policies delaying being published restrain the consumer demand on part of
low-end cars, especially those self-owned brands, facing the challenge that
joint-venture automobile enterprises have launched more competitive low-
end car models successively, and the market share of self-owned brands
has declined for 12 consecutive months. The government finally launched a
new national policy in September this year, which obviously indicated the
intention to support self-owned brands. Geely has 6 car models that were
included, accounting for more than 60% of the last year’s total sales volume
of the company. The restart of the new national policies will help the sales
volume of the company to speed up again.

HEV technology commercialization stepping into a fa st development

period

During the Beijing Auto Expo in 2014 April, Geely launched the deep HEV
model of Emgrand EC7 and the plug-in HEV model of Emgrand Cross,
which is expected to be launched at the end of this year and 2015H2
respectively. In September of this year, Geely signed a letter of intent for
cooperation with Corun, a leader in the Ni-MH battery technology field in
China, and planned to set up a joint venture company. Geely would
contribute assets like HEV powertrain system CHS, etc., while Corun would
contribute assets like automobile power battery management system BPS,
etc. This joint venture company might break the patent block of Toyota's
THS technology. With ability to compete with the international HEV giants,
its subsequent extensible space is expansive. In addition, the joint venture
company may attract more automobile manufacturers to buy the shares in
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order to promote technology platformization and mass production, thus to
lower the production cost and improve product competitiveness.

Fig 5. Emgrnd Cross PHEV and HEV EC7

Source: Internet, PSR

Valuation and Rating

As the models co-produced by Geely and Volvo has to wait until after 2016,
the performance of Geely in recent 2 years would be constrained by the
limitation of popular models; the future sales volume of its new energy
vehicles is also subjected to the promotion and development of the domestic
new energy vehicles market. However, the acceleration of the new energy
vehicle commercialization will stimulate the market expectation and the level
of its valuation.

From our unrevised financial forecast, we lift our target price to HK$4.00,
based on 12.6/10.5xP/E in 2014/2015, and the suggestions of “Buy” rating
be given.
Fig 6. PE Band
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Fig 7. Peer’'s comparison

Cap Est Est
(USD Est P/B Est P/E  EV/BEst ROA ROE
Name mil) P/B (Y+1) P/E (Y+1) EBITDA LF (%) (%)

VOW GR VW 97908 0.8 0.8 7.6 6.9 7.1 0.9 3.0 115
BMW GR BMW 67585 14 13 9.3 8.9 9.3 15 42 171
RNO FP RENAUL 20899 0.6 0.6 8.5 6.1 9.6 0.7 17 5.6
UG FP PSA 9350 0.7 0.7 N/A 10.7 8.9 08 -30 -21.7
175 HK GEELY 3812 13 11 101 8.5 5.0 14 76 154
1211 HK BYD 18226 3.8 35 929 535 204 40 0608 2.1
2333 HK GWM 13694 2.3 18 8.7 7.0 7.1 25 16.89 30.3

489 HK Dongfent 13282 11 10 6.2 5.7 353 12 1087 210
200625 CH CHANGA 10882 2.4 17 8.5 6.3 154 2.8 1048 304

1114 HK BRILLIAN 8564 3.1 23 107 9.3 N/A 3.1 2446 351
2238 HK GAC 7345 1.0 0.9 9.1 7.1 61.4 11 5.7 9.5
TTMT IN TATA 25254 2.0 16 8.8 75 4.1 25 6.1 23.2
7203 JP TOYOTA 194344 1.2 11 9.5 8.7 9.4 13 47 134
7267 JP HONDA 55625 1.0 0.9 9.3 8.3 8.1 10 40 106
7201 JP NISSAN 39490 0.9 0.8 8.7 7.7 8.7 0.9 3.0 103

7270 JP FUJIHE/ 24062 2.7 22 103 9.4 5.0 33 121 292
7269 JP SUZUKI 17223 13 12 145 135 4.6 14 4.4 9.3

7261 JP MAZDA 13009 17 14 7.7 7.8 55 2.0 85 291
7211 JP MITSUBI: 10366 18 16 9.2 8.8 4.4 21 8.1 N/A

005380 KS HYUNDA 35914 0.8 N/A N/A N/A  N/A 0.8 6.2 10.8
000270 KS KIA 20843 0.9 N/A 6.1 6.2 N/A 12 101 161
FUS FORD 55850 2.0 1.7 132 8.9 5.7 21 3.2 288
GMUS GM 49695 12 11 117 7.0 3.2 1.2 17 7.6
Average 35358 1.6 14 136 103 119 1.7 N/A N/A

Source: Bloomberg, PSR
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FYE DEC Fyil Fy12 FY13 FY14F FY15F
Valuation Ratios

P/E (X), adj. 13.2 9.9 8.2 10.5 8.8
P/B (X) 2.1 1.7 1.4 13 1.1
Dividend Yield (%) 1.0% 1.2% 1.6% 1.1% 1.4%
Dividend payout ratio (%) 14.6% 11.8% 13.9% 12.0% 12.4%

Per share data (RMB)

EPS, (Basic) 0.207 0.271 0.317 0.251 0.299
EPS, (Diluted) 0.192 0.263 0.303 0.251 0.299
DPS 0.028 0.031 0.042 0.030 0.037
BVPS 1.29 1.59 1.93 1.99 2.30

Growth & Margins (%)

Growth

Revenue 4.3% 17.5% 16.6% -19.5% 15.6%
EBIT 11.6% 13.8% 22.8% -15.8% 18.9%
Net Income, adj. 12.8% 32.2% 30.5% -17.2% 19.2%
Margins

Gross margin 18.2% 18.5% 20.1% 19.5% 19.7%
EBIT margin 11.4% 11.1% 11.6% 12.2% 12.5%
Net Profit Margin 7.4% 8.3% 9.3% 9.5% 9.8%

Key ratios (%)
ROE 17.5% 18.2% 18.3% 13.2% 14.1%
ROA 5.6% 6.5% 7.9% 6.9% 7.2%

Income Statement (RMB mn)

Revenue 20,965 24,628 28,708 23,115 26,717
Gross profit 3,820 4,559 5,766 4,503 5,274
EBIT 2,394 2,724 3,344 2,816 3,349
Profit before tax 2,183 2,529 3,304 2,807 3,302
Tax (467) (479) (624) (590) (660)
Profit for the period 1,716 2,050 2,680 2,218 2,642
Minority interests (172) (10) a7 (13) (13)
Total capital share 7,450 7,466 8,392 8,801 8,801
Net profit 1,543 2,040 2,663 2,205 2,629
Source: PSR
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Ratings History
Market Price Source: Bloomberg, PSR

Target Price

PSR Rating System

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
Remarks

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 final
recommendation
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

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

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.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2014 Phillip Securities (Hong Kong) Limited
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MALAYSIA
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