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Investment Summary 
Financial Data: Over 20% Decline in Profit of the First Three Quarters 
New Energy Automobile Business Sails Again after the Twists and Turns 
Cloud Rail Services and Mobile Phone Components Business Will be Another Two 
Important Growth Points for Future Earnings 
 
Investment Thesis 
We adjusted the expected EPS of 2017/2018 to RMB1.44 / RMB 2.45 and revise the target 
price to HKD84.43, which corresponded to 49/28x P/E and 3.5/3.1x P/B ratio for 2017/2018. 
We give the rating of “Accumulate”. (Closing price as at 26 Jan 2018) 
 
 
BYD`s Est P/E P/B trend 

 
Source: Bloomberg, Phillip Securities Hong Kong Research 
 
Financial Data: Over 20% Decline in Profit of the First Three Quarters 
BYD recorded revenue of RMB73.93 billion in the first three quarters of 2017, which was 
basically flat yoy. The profit attributable to the owner of the parent company was RMB2.79 
billion, down 23.8% yoy. EPS was RMB0.96. And the results were basically in line with the 
Company`s previous result forecast of RMB2.74 - 2.93 billion. The Company also expects to 
record net profit attributable to shareholders of RMB4.04 - 4.29 billion in 2017, down 
20.03% - 15.09% yoy. As a leader in the new energy industry, the decline in the first three 
quarters of BYD mainly comes from the change of industry prosperity caused by industrial 
policy adjustment. 
 
BYD`s Quarterly net profit 

 
Source: Wind, Phillip Securities Hong Kong Research 
 

Accumulate (Maintain) 
CMP: HKD 74.70 
(Closing price as at 26 Jan 2018) 
TARGET: HKD 84.43 (+13%) 
 
COMPANY DATA 
O/S SHARES (MN) : 2728 
MARKET CAP (HKD MN) : 68351 
52 - WK HI/LO (HKD): 83.7/ 42.4 
  
  
  
 
SHARE HOLDING PATTERN, % 
Wang chuan-fu 18.79 
Lv xiang-yang 8.77 
Berkshire Hathaway Energy 8.25 
 
 
PRICE VS. HSI 

 
Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
CNY mn FY15 FY16 FY17E FY18E 
Net Sales 77612 100208 108716 136027 
Net Profit 2822 5052 4140 6904 
EPS, CNY 1.12 1.88 1.44 2.45 
P/E, x 55.2 35.5 43.2 24.8 
BVPS, CNY 13.04 19.86 19.90 21.87 
P/BV, x 4.8 3.3 3.1 2.8 
DPS (CNY) 0.00 0.55 0.43 0.76 
Div. Yield (%) 0.0% 0.8% 0.7% 1.2% 
Source: Company reports, Phillip Securities Est. 
 
 
Research Analyst  
ZhangJing  
(+ 86 51699400-103) 
zhangjing@phillip.com.cn 



 
 

Page | 2 | PHILLIPCAPITAL HONGKONG RESEARCH 

BYD UPDATE REPORT 

 
New Energy Automobile Business Sails Again after the Twists and Turns 
Affected by the slashed new energy subsidies and new subsidies catalog 
management at the beginning of the year, China`s new energy automobile industry 
experienced twists and turns in the first half of this year. In the first quarter, sales of 
new energy vehicles fell 4.7% to 56,000 units yoy, a sharp drop in growth. As the new 
subsidized product catalog has been distributed, and local government subsidy 
policies have been issued, the new energy automobile industry gradually recovered 
the momentum of rapid growth in the past in the second quarter. Sales volume 
doubled in October to 91,000 vehicles yoy. Cumulative sales rose 45% to 490,000 
units in the first ten months. 
 
BYD`s NEV monthly sales (units) 

 
Source: Company, Phillip Securities Hong Kong Research 
 
 
Led by the new plug-in HEV Song DM and EV Song EV300, and the upgraded version 
of the Qin 100, Tang 100, E5 300 and other models, the Company sales volume of 
new energy vehicles increased month by month. In the first ten months, 83,000 units 
of new energy vehicles were sold, reaching sales target two months ahead of the 
schedule, with a global market share of 13%. In addition, an entry-level E5DM new 
model will be launched this year, mainly in the unsubsidized cities, to help the 
Company expand its market share. It is expected to sell 150,000 new energy vehicles 
throughout the year, including 130,000 new energy passenger vehicles, 15,000 EV 
buses and 5,000 special vehicles. 
  
In 2018, the Company will launch new models, including the Qin II and the Tang II, 
and a high-end SUV model Ming and a sedan model Han. The Company has set a 
target of new energy vehicle sales of 200,000 units next year, and the target global 
coverage of cities will be expanded from 200 to 400. And 30,000 charging facilities 
will be built nationwide. We believe that the contribution of the new energy vehicle 
business in the overall business of the Company will be further enhanced, and the 
revenue share is expected to exceed 40%. 
  
Cloud Rail Services and Mobile Phone Components Business Will be Another Two 
Important Growth Points for Future Earnings 
BYD`s first cloud rail was officially opened to traffic in September, in Yinchuan, 
Ningxia and won many praise. The construction cost of the cloud rail is only 1/4 - 1/5 
of the subway, the construction time is 1/3 of the subway, and the operation cost is 
1/2 of the subway. The cloud rail has huge potential market space in the large 
number of small and medium-sized cities. At present, the Company has signed a 
cooperation agreement with a number of cities or enterprises, to promote "cloud 
rail" project. It is expected that results will be slightly increased in the fourth quarter 
of this year and the promotion of profit contribution will be accelerated next year. 
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Benefiting from that the metal shell and the metal frame have gradually become the 
mainstream specification of the mid- and high-end smart phones, profits attributable 
to the parent company in the first three quarters of 2017 of mobile phone parts 
business of the Company rose 125% to RMB1.99 billion. In the future, with the 
capacity release of 3D glass and smart phone metallization trend, the business is still 
expected to maintain rapid sustainable growth. 
 
 
Risk 
Sales of new energy vehicles is not as good as expected 
Cloud Rail business risk 
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Financials 
FYE DEC FY14 FY15 FY16 FY17F FY18F
Valuation Ratios
P/E (X), adj. 328.9 55.2 35.5 43.2 24.8
P/B (X) 5.6 4.8 3.3 3.1 2.8
Dividend Yield (%) 0.0% 0.0% 0.8% 0.7% 1.2%
Dividend payout ratio (%) 0.0% 0.0% 29.1% 29.9% 31.0%

Per share data (RMB)
EPS, reported 0.18 1.12 1.88 1.44 2.45
EPS, adj. 0.18 1.12 1.88 1.44 2.45
DPS 0.00 0.00 0.55 0.43 0.76
BVPS 10.46 13.04 19.86 19.90 21.87

Growth & Margins (%)
Growth
Revenue 11.2% 40.2% 29.1% 8.5% 25.1%
EBIT 22.8% 133.9% 57.6% -2.4% 46.4%
Net Income, adj. -21.6% 550.9% 79.0% -18.1% 66.8%

Margins
Gross margin 13.8% 15.3% 19.0% 18.0% 19.4%
EBIT margin 4.1% 6.8% 8.4% 7.5% 8.8%
Net Profit Margin 0.8% 3.6% 5.0% 3.8% 5.1%

Key Ratios
ROE (%) 1.8% 9.8% 12.1% 7.8% 12.1%
ROA (%) 0.5% 2.7% 3.9% 2.6% 3.8%

Income Statement (RMB mn)
Revenue 55,366 77,612 100,208 108,716 136,027
Cost of sales (47,743) (65,753) (81,189) (89,191) (109,651)
Gross profit 7,623 11,859 19,018 19,525 26,376
Other income and gains 1,721 2,572 1,637 1,803 1,918
Operating expenditure (6,951) (8,877) (11,688) (12,763) (15,929)
Financial costs (1,397) (1,517) (1,800) (2,141) (2,294)
Profit before tax 874 3,794 6,568 6,030 9,667
Tax (134) (657) (1,088) (983) (1,576)
Profit for the period 740 3,137 5,480 5,047 8,091
Minority interests (306) (315) (428) (907) (1,187)
Net profit 434 2,822 5,052 4,140 6,904

FYE DEC FY14 FY15 FY16 FY17F FY18F
Balance Sheet (RMB mn)
Total Assets 94,009 115,486 145,071 170,070 193,297
Cash & cash equivalent 3,950 6,011 7,111 9,020 9,857
Total Liabilities 65,114 79,457 89,661 111,186 124,987
Non-controlling interest 3,529 3,735 4,153 4,993 5,643
Total Equity 28,894 36,029 55,409 58,884 68,310
Shareholder Equity 25,366 32,294 51,256 53,891 62,667
Source: PSR  
(Financial figures as at 26 January 2018)
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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. 
 
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.   

© 2018 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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