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Investment Summary 
 
2018Q3 result stopped falling Y-o-Y with a surge of 1.8 times Q-o-Q 
Data in BYD`s report of the third quarter show that the revenue was increased by 20.5% Y-o-
Y to RMB34.83 billion in the third quarter of 2018; the net profit attributable to shareholders 
was RMB1,048 million, a slight decrease of 1.92% Y-o-Y. Compared with the previous two 
quarters when BYD`s earnings performance declined sharply, the profit status in the third 
quarter was much better: In the first and second quarter, BYD`s net profit attributable was 
decreased by 83% and 66% Y-o-Y, respectively to RMB102 million and RMB377 million. In 
the third quarter, the profit stopped decreasing and returned stable, driving the 
accumulated reduction of BYD`s profit in the first three quarters to slow down, leading to a 
decrease of 45.3%. 
 The Company predicted that the change in the annual net profit would be from -32.94% to -
23.1% Y-o-Y in 2018. Upon estimation, the profit in the fourth quarter of the Company 
would be from RMB1.2 billion to RMB1.6 billion, an increase of -5.66%-25.49% compared 
with the same period of last year. 
 
The GM/cash flow both improved, while the financial expenses still enormous 
With the end of the transition period, the sales volume of BYD`s new energy vehicles hit the 
lowest point and then rebounded, facilitating the rapid recovery of its profitability. In the 
third quarter, the gross margin of the Company was increased by 2.3 percentage points to 
17.2% Q-o-Q and decreased by 1.9 percentage points Y-o-Y. The ratio of expenses to sales 
was decreased by 0.1 percentage point Y-o-Y, while the ratio of administration expenses to 
sales was basically the same; the financial expenses set a new record, an increase of 
RMB190 million to RMB850 million Y-o-Y, and the financial expense ratio was up by 0.1 
percentage point, exerting certain negative influence on profitability. However, other 
earnings made by the Company in the same period were up by RMB320 million compared 
with the same period of last year to RMB560 million. In the third quarter, the operating cash 
flows recorded a net inflow of RMB8.26 billion, nearly double that of the same period of last 
year, and the net outflow was greatly improved compared with the first half year. 
 
The new generation of Dragon Face, vehicles of BYD Dynasty series, embraced a strong 
product cycle 
From 2017H2 to 2018Q3, BYD launched multiple full-scale redesign, degeneration and 
facelift models for its Dynasty brand series. In these models, BYD made noticeable 
improvements in power, appearance and configuration etc., promoted the user experience 
greatly and facilitated the strong growth of the sales volume. The selling price of the new 
generation of Tang vehicles exceeded RMB200,000 and is still highly popular among buyers, 
which fully displays the strength of the new generation of the Dragon Face vehicles of the 
Dynasty series. 
In October 2018, the Company recorded a sales volume of 48,497 vehicles, an increase of 
30% Y-o-Y. In the first ten months, the accumulative sales volume was approximately 
400,000 vehicles, an increase of nearly 30% Y-o-Y, exceeding the annual sales volume of 13% 
in 2017. 
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From the perspective of different types, the sales volume of the new energy vehicles 
reached 27,667 in October, a slight decrease M-o-M, and an increase of over 100% Y-
o-Y. In the first ten months, the accumulative new energy vehicles sales arrived at 
171,085, an increase of nearly 66% Y-o-Y, and the market share was 22.5%. Among 
others, the sales volume of the new energy buses was 9,301 in the first ten months, 
and the market share was increased from 12% in 2017 to 17%. 
 
In terms of fuel vehicles, the Company sold 20,830 vehicles in October, an increase of 
4.1% M-o-M, and a decrease of 11% Y-o-Y. The sales volume in the first ten months 
was 228,930, an increase of approximately 10% Y-o-Y, among which, the high-end 
MPV Song MAX models occupied more than half, conducive to the improvement of 
the average sales price. 
 
The new battery projects are gradually put into operation, which will release the 
bottleneck of the capacity 
From the end of 2018 to the beginning of the2019, the Company will launch MPV 
model Song MAX PHEV, SUV model Tang EV600 and others. At present, the Company 
has good terminal sales demand, and the orders for some hot-sale models exceed the 
supply due to the bottleneck of the battery capacity. As at the end of 2017, the total 
capacity of BYD`s power batteries was 16Gwh (10Gwh LFP batteries + 6Gwh ternary 
batteries). This year, BYD expanded 24Gwh capacity of ternary batteries in Qinghai, 
which will be completed in two phases. The first phase starting from June has been 
putting into operation and is expected to reach the target output by the end of the 
next year. The Company has sign contracts of the 20Gwh Chongqing Project and the 
30Gwh Xi`an Project. In 2019, the Company plans to split its battery segment and 
make it listed independently, which will improve the valuation level of its battery 
business hopefully. As the battery capacity is being put into operation gradually, and 
with a large number of orders in hand, the new energy vehicles of the Company are 
expected to grow rapidly. 
 
Investment Thesis 
Although the results of BYD in 2018 are below our expectation, the technological 
improvement, transformation and implementation of BYD in recent years have 
activated its overall competitiveness again. The Company will fulfill its results. We 
believe that the Company has made forward-looking preparation for all kinds of 
challenges and its leading position will be enhanced. We are optimistic about the 
more stable and sustainable growth of the Company in the future.  
 
As the latest estimates, we revise the target price to HKD63, which corresponded to 
2.5/2.3x P/B ratio for 2018/2019. We give the rating of “Accumulate”. (Closing price 
as at 5 December 2018) 
 
 
Risk 
Sales of new energy vehicles is not as good as expected 
Cloud Rail business risk 
Slow-down of Hand-set components business 
 
 
 
 
 
 
 
 
 
 



 
 

Page | 3 | PHILLIPCAPITAL HONGKONG RESEARCH 

BYD UPDATE REPORT 

 
BYD`s Est P/E P/B trend 

 
Source: Bloomberg, Phillip Securities Hong Kong Research 
 
 
BYD`s Quarterly net profit 

 
Source: Wind, Phillip Securities Hong Kong Research 
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Financials 
FYE DEC FY15 FY16 FY17 FY18F FY19F
Valuation Ratios
P/E (X), adj. 42.4 27.2 34.1 44.1 24.5
P/B (X) 3.6 2.6 2.4 2.3 2.1
Dividend Yield (%) 0.0% 1.1% 0.3% 0.2% 0.5%
Dividend payout ratio (%) 0.0% 29.1% 10.1% 10.6% 11.3%

Per share data (RMB)
EPS, reported 1.12 1.88 1.40 1.13 2.04
EPS, adj. 1.12 1.88 1.40 1.13 2.04
DPS 0.00 0.55 0.14 0.12 0.23
BVPS 13.04 19.86 20.16 21.53 23.49

Growth & Margins (%)
Growth
Revenue 40.2% 29.1% 2.4% 22.1% 24.7%
EBIT 133.9% 57.6% -4.8% 0.5% 50.6%
Net Income, adj. 550.9% 79.0% -19.5% -18.9% 76.0%

Margins
Gross margin 15.3% 19.0% 17.5% 16.3% 17.5%
EBIT margin 6.8% 8.4% 7.8% 6.4% 7.7%
Net Profit Margin 3.6% 5.0% 4.0% 2.6% 3.7%

Key Ratios
ROE (%) 10.4% 12.7% 7.8% 5.8% 9.6%
ROA (%) 2.7% 3.9% 2.5% 1.7% 2.6%

Income Statement (RMB mn)
Revenue 77,612 100,208 102,651 125,328 156,303
Cost of sales (65,753) (81,189) (84,716) (104,874) (128,950)
Gross profit 11,859 19,018 17,935 20,454 27,353
Other income and gains 2,572 1,637 2,429 2,708 3,400
Operating expenditure (8,877) (11,688) (12,176) (14,914) (18,506)
Financial costs (1,517) (1,800) (2,343) (3,087) (3,359)
Profit before tax 3,794 6,568 5,621 4,916 8,698
Tax (657) (1,088) (704) (737) (1,487)
Profit for the period 3,137 5,480 4,917 4,179 7,210
Minority interests (315) (428) (850) (881) (1,406)
Net profit 2,822 5,052 4,066 3,298 5,804

FYE DEC FY15 FY16 FY17 FY18F FY19F
Balance Sheet (RMB mn)
Total Assets 115,486 145,071 178,099 209,007 241,007
Cash & cash equivalent 6,011 7,111 8,936 9,857 10,629
Total Liabilities 79,457 89,661 118,142 144,587 170,387
Non-controlling interest 3,735 4,153 4,953 5,673 6,543
Total Equity 36,029 55,409 59,957 64,420 70,620
Shareholder Equity 32,294 51,256 55,004 58,747 64,077
Source: PSR  
(Financial figures as at 5 December 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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