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Geely (175.HK)

FY16 beat expectation, maintain buy rating

Hong Kong | Automobile | Update Report

Rapid Growth in Sales Results

In December, Geely Auto’s total sales volume rocketed by 101% YoY to 108,230 units,
up 6% mom. Among them, domestic sales volume of car soared by 102% YoY to 106,848
units, accounting for a larger proportion of 98.7% of the total sales volume, and export
volume reached 1,382 units, up 70% YoY.

Several new models performed well. The sales volume of Geely Boyue reached 20,377
units (exceed 20,000), A+-class sedan model Emgrand GL 10,103 units (exceeding
10,000 again), soared by 66% yoy, and Emgrand EC7 28,539 units, representing a YoY

increase of 66%. The high-end model Geely Borui recorded a sales volume of 5,609 units.

Emgrand GS sold 10,222 units. The Emgrand series accounted for 60% of the total sales
volume, hitting a historical high.

Geely Vision sedan sold 12,028 units, up by around 31% YoY. The sales volume of Vision
SUV amounted to 10,527 units. Geely has already had six models sold more than 10,000
units. The SUV model made up more contribution to total sales volume.

In 2016, total sales volume rose by 50% YoY to 765,851 units, exceed 9% of the annual
target 700,000 units. The Board set the Group's sales volume target for the year of 2017
at 1,000,000 units, representing an increase of around 31% over 2016.

New Brand LINK&CO Ready to Launch

Geely Auto released its fourth car brand — LYNK & CO in Gothenburg, Sweden in
October 2016, and the brand’s models will be produced by the CMA platform, jointly
developed by Geely and Volvo for three years. New models, positioned between Geely
and Volvo, aim at China’s most extensive joint-venture brand market. The first 01
concept released at the same time is a middle-class SUV, will debut in China in Q4 of
2017, followed by a sedan CS11, a crossover car CC11 and a hatchback CH11.

We believe the new brand’s release marks the official launch of Geely Automobile’s
advancing strategy, and the follow-up brand management and operation will bring both
challenges and opportunities to the company. As the positive effect of acquiring Volvo
began to emerge, Geely Auto’s overall strength has been elevated to a new high.
Coupled with the company’s push for the new energy strategy, "Blue Geely", we are
optimistic about its steady growth in medium and long term sales. Considering
depreciation after new capacity injects, it may take some time to consolidate for the
short term.

Soared Management Holding Firms Market Confidence

According to Hong Kong Stock Exchange data, Chairman Li Shufu increased the
company's holding by a total of 165.5 million shares in early December, with an average
cost of around HKDS8.2 per share. The growth rate of his shareholding reached a record
high, from 42.98% to 44.45%, easing the market concern for several executives™ holding
and helping restore investor confidence.

Investment Thesis

The company’s whole-year results forecast exceed our expectations, so we lift our
forecast EPS for 2016/2017 to RMB0.523/0.774yuan.And therefore we raise the target
price to HKS 9.8, equivalent to 11.4x estimated P/E ratio of 2017. (Closing price as at 12
January 2017)
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BUY (Maintain)
CMP: HKD 8.12
(Closing price as at 12 January 2017)

TARGET: HKD 9.80 (+20.7%)

COMPANY DATA

0/S SHARES (MN) : 8801
MARKET CAP (HKD MN) : 72129
52 - WK HI/LO (HKD): 9.2/2.76
SHARE HOLDING PATTERN, %

Proper Glory Holding Inc 27.98
Zhejiang Geely Automobile Company Ltd ~ 8.82
PRICE VS. HSI

Source: Phillip Securities (HK) Research

KEY FINANCIALS

CNY mn FY14 FY15 FY16E FY17E
Net Sales 21,738 30,138 52,850 81,088
Net Profit 1,431 2,261 4,602 6,813
EPS, CNY 0.16 0.26 0.52 0.77
P/E, x 394 265 1338 9.4
BVPS, CNY 196 222 267 342
P/BV, x 33 31 2.7 21
DPS (CNY) 0.02 0.03 0.11 0.16
Div. Yield (%) 03% 05% 1.5% 2.2%

Source: Company reports, Phillip Securities Est.
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Financials

FYE DEC FY1l1l FY12 FY13 FY14 FY15 FY16F FY17F
Valuation Ratios

P/E (X), ad;. 32.1 24.1 20.1 39.4 26.5 13.8 9.4
P/B (X) 5.2 4.1 3.3 3.3 3.1 2.7 2.1
Dividend Yield (%) 0.4% 0.5% 0.7% 0.3% 0.5% 1.5% 2.2%
Dividend payout ratio (%) 14.6% 11.8% 13.9% 12.3% 12.5% 21.1% 20.7%

Per share data (RMB)

EPS, (Basic) 0.207 0.271 0.317 0.163 0.257 0.523 0.774
EPS, (Diluted) 0.192 0.263 0.303 0.163 0.257 0.522 0.773
DPS 0.028 0.031 0.042 0.020 0.032 0.110 0.160
BVPS 1.29 1.59 1.93 1.96 2.22 2.67 3.42

Growth & Margins (%)

Growth

Revenue 4.3% 17.5% 16.6% -24.3% 38.6% 75.4% 53.4%
EBIT 11.6% 13.8% 22.8% -41.2% 46.5% 94.3% 47.6%
Net Income, adj. 12.8% 32.2% 30.5% -46.3% 58.0% 103.6% 48.0%
Margins

Gross margin 18.2% 18.5% 20.1% 18.2% 18.2% 18.7% 19.1%
EBIT margin 11.4% 11.1% 11.6% 9.0% 9.6% 10.6% 10.2%
Net Profit Margin 7.4% 8.3% 9.3% 6.6% 7.5% 8.7% 8.4%

Key ratios (%)
ROE 17.5% 18.2% 18.3% 8.5% 12.3% 21.2% 25.4%
ROA 5.6% 6.5% 7.9% 3.8% 5.3% 9.5% 12.1%

Income Statement (RMB mn)

Revenue 20,965 24,628 28,708 21,738 30,138 52,850 81,088
Gross profit 3,820 4,559 5,766 3,963 5,471 9,883 15,488
EBIT 2,394 2,724 3,344 1,967 2,881 5,600 8,265
Profit before tax 2,183 2,529 3,304 1,943 2,875 5,598 8,261
Tax (467) (479) (624) (494) (586) (940) (1,380)
Profit for the period 1,716 2,050 2,680 1,449 2,289 4,657 6,882
Minority interests (172) (10) (17) (19) (28) (55) (69)
Total capital share 7,450 7,466 8,392 8,801 8,801 8,801 8,801
Net profit 1,543 2,040 2,663 1,431 2,261 4,602 6,813
Source: PSR

(Financial figures as at 16 January 2017)
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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.
© 2017 Phillip Securities (Hong Kong) Limited
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