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Investment Summary

2017 Finale of "Steady Growth"

The trend of better product structure of JV is prominent
SAIC’s self-brands still saw robust growth

Investment Thesis

We hold that driven by new product cycle and improving product structure, the company's
better-than-expected growth is worth looking forward to. A relatively high cash dividend
rate is expected to continue with its abundant cash flow. We adjust the profit forecast,
giving the target price of RMB38.24, equivalent to 12.3/10.8x estimated P/E ratios in
2017/2018. The "Accumulate" rating is given. (Closing price as at 14 Feb 2018)
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2017 Finale of "Steady Growth"

According to SAIC's financial results forecast, in 2017, the Group reported net profit
attributable to parent company of RMB34.2 billion, a yoy increase of RMB2.2 billion, or a
yoy growth of 7%. After deducting the non-recurrent profit and loss of RMB32.7 billion, the

yoy increase is 7.8%. In 2017 SAIC achieved sales of 6.93 million units, a yoy increase of 6.9%.

The target set at the beginning of the year has been roughly fulfilled. The sales growth is
above the industry average by 5.5 percentage points, showing a strong growth momentum.
The profit growth is higher than sales growth, reflecting that the company’s profitability has
seen improvement.

The trend of better product structure of JV is prominent

The group’s joint-venture brands showed different sales performance. SAIC Volkswagen
achieved sales of 2.063 million units, a yoy increase of 3.06%. SAIC GM achieved a yoy
growth of 5.99% to 2 million units. SGM-Wuling achieved sales growth of 0.93% to 2.15
million units. The group has 3 and 4 models, respectively, that are ranked among the top-10
best-selling sedans and SUVs. And 3 MPV models occupied the top three of the year's best-
selling MPV.
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Accumulate (Maintain)
CMP: CNY 33.21

(Closing price as at 14 Feb 2018)
TARGET: CNY 38.24 (+15.15%)

COMPANY DATA

0O/S SHARES (MN) : 11683
MARKET CAP (CNY MN) : 383568
52 - WK HI/LO (CNY): 35.88/24.04
SHARE HOLDING PATTERN, %

Shanghai Automotive Industry Co. (Group)  71.24
Yuejin Auto 3.54
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KEY FINANCIALS

CNY mn FY15 FY16 FY17E FY18E
Net Sales 670448 756416 838375 923347
Net Profit 29794 31941 36055 41186
EPS, CNY 270 290 3.11 3.53
P/E, x 121 113 105 93
BVPS, CNY 15.88 17.41 18.74 21.10
P/BV, x 21 19 18 16
DPS (CNY) 136 165 1.75 198
Div. Yield (%) 41% 5.0% 5.3% 6.0%

Source: Company reports, Phillip Securities Est.
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Monthly sales of SVW, SGM and Wuling

= SVW =SGM Wuling
300000
250000 |
200000 |
150000 |
100000
50000

0
&

> o
SRS

R 2 4P el B W F R 0 T R o
RSN NSRRI NN SR NSRS

R
i

o
R

N

Source: SAIC, Phillip Securities Hong Kong Research

SAIC GM brand structure upgrade trend is significant. First of all, high-end MPV
dividend has continued, GL8's yoy growth increased by 82% to 145,000 units. The
new model GL6 has lived up to the public’s expectation, whose sales volume has
been climbing up quickly. Second, the high-end brands Cadillac (+56% yoy) and
Chevrolet Malibu (+45% yoy) also have dazzling growth rates. Middle to high-end
models such as Buick Lacrosse, Regal and Chevrolet Malibu reached total sales of
287,000 units, a yoy increase of 23%. The Group's middle and high-end car market
share witnessed rapid growth to nearly 20%, further consolidating the leading
position in the segment of high-end passenger cars. 2018 SAIC GM will embrace a
new generation of Buick Excelle. And Cadillac XT3, a small SUV benchmarking the
Audi Q3 will be launched.

SAIC Volkswagen's models are structurally moving upward, with SUV models
percentage up from 14.5% in 2016 to 23.8% in 2017. And disadvantages in the SUV
market have been removed. The medium to large SUV market has been covered with
relevant models. In 2017 SAIC Volkswagen launched three high-end SUVs: Tiguan L,
Teramount, Kodiaqg, whose average prices are all over RMB200,000. Average monthly
sales volume of Tiguan L exceeded 18,000 units and hit 20,000 units in Q4; Average
monthly sales volume of Teramount exceeded 6,000 units and 10,000 units at year
end. Average monthly sales volume of Kodiaq reached 5,000 units. This has fully
realized the brand premium advantage of SAIC Volkswagen. We believe that in the
future the company will continue to benefit from the SUV consumption upgrade
trend. In 2018 SAIC Volkswagen will launch T-Roc, an entry-level compact SUV model
and work on Passat’s version change. Skoda will also launch two small SUVs (KAROC
and Model Q).

With model 560 and 730’s sales volume decline and their replacements model 510
and 310's under-performance, SGM-Wuling's sales volume basically remained
unchanged, reflecting the increasing competition in the compact SUV and micro-
vehicle market. And we expect in the future SGM-Wuling will attract target
customers by upgrading the product line.

SAIC’s self-brands still saw robust growth

The sales volume of SAIC's self- brand passenger car increased by 62.3% yoy to
522,000 units; of which the sales volume of SUV increased by 152.6% yoy to356,000
units, accounting for 3.45% of the total SUV market share, which increased by 1.9
ppts yoy. The strong sales momentum mainly comes from Roewe RX5, whose
accumulative sales increased by 163.9% yoy to 237,600 units. New models such as
Roewe i6 and MG ZS also had eye-catching sales results. In 2018 SAIC will continue to
expand the SUV product line of passenger car, in addition to the new models
including RX3 and MG 6 introduced to the market in the second half of the 2017, SAIC
will also launch a large 7-seater SUV model.
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SAIC

The new energy model for SAIC self- brand passenger car doubled in sales volume in
2017,44,000 units in total. In the future, in addition to the new energy version of the
existing models, the Roewe "Vision-E" new energy vehicle will be introduced in the
middle of the year, with maximum range of more than 400km per charge and O-
100KM acceleration time of mere 4.5 seconds. Vision-E will be installed with HUD,
wireless charging, intelligent driving and other high-tech configurations. We expect
brilliant performance of it. To sum up, it is our forecast that SAIC passenger cars will
maintain a higher-than-industry sales volume growth

Monthly sales of SAIC sel-brand
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Source: SAIC, Phillip Securities Hong Kong Research

Peer Comparison

Ticker Name P/E—2017E P/B ROE

600104 CH SAIC 10.9 1.8 17.4%
000625 SZ Changan 6.9 1.3 26.4%
489 HK Dongfeng 4.9 0.7 14.7%
2238 HK GAC 8.8 2.0 15.2%

Source: Wind, Phillip Securities Hong Kong Research

Page | 3 | PHILLIPCAPITAL HONGKONG RESEARE



SAIC

p PhillipCapital

UPDATE REPORT

Financials
FYE DEC FY13 FY14 FY15 FY16 FY17F FY18F
Valuation Ratios
P/E (X), adj. 14.6 12.9 121 11.3 105 9.3
P/B (X) 2.6 2.3 2.1 1.9 1.8 1.6
Dividend Yield (%) 3.7% 4.0% 4.1% 5.0% 5.3% 6.0%
Per share data (RMB)
EPS, (Basic) 2.25 2.54 2.70 2.90 3.11 3.53
EPS, (Diluted) 2.25 2.54 2.70 2.90 3.11 3.53
DPS 1.20 1.30 1.36 1.65 1.75 198
BVPS 12.49 14.30 15.88 17.41 18.74 21.10
Growth & Margins (%)
Growth
Revenue 18.9% 12.0% 6.4% 12.8% 10.8% 10.1%
EBIT 3.0% 0.9% 7.2% 9.9% 13.3% 13.8%
Net Income, adj. 19.5% 12.8% 6.5% 7.2% 12.9% 14.2%
Margins
Gross margin 12.7% 12.8% 12.6% 14.0% 15.0% 15.3%
EBIT margin 7.5% 6.7% 6.8% 6.6% 6.8% 7.0%
Net Profit Margin 4.4% 4.4% 4.4% 4.2% 4.3% 4.5%
Key Ratios
ROE 19.1% 18.9% 17.9% 17.4% 17.2% 17.7%
Income Statement (RMB mn)
Revenue 562368 630001 670448 756416 838375 923347
Gross profit 71379 80765 84615 106198 125589 141364
EBIT 42149 42524 45578 50092 56746 64567
Profit before tax 41493 42689 45810 50425 57137 64998
Tax 5909 4438 5736 6531 7405 8424
Profit for the period 35584 38251 40074 43894 49732 56575
Minority interests 10780 10277 10280 11953 13676 15388
Total capital share 11026 11026 11026 11026 11683 11683
Net profit 24804 27973 29794 31941 36055 41186
Source: PSR

(Financial figures as at 14 February 2018)
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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.
© 2018 Phillip Securities (Hong Kong) Limited
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