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GAC Toyota Surge 75% YOY in the First Month, Surpassing GAC Honda

According to data released by GAC recently, in the first month of 2019, the total sales of GAC
reached 210,000 units, a slight decrease of 0.21% yoy. Among them, the seals of joint
venture brand GAC Honda were 74,000 units, a decrease of 2% yoy; sales of GAC Toyota
were 80,000 vehicles, an increase of 75% yoy; GAC Toyota's monthly sales volume exceed
GAC Honda's, showing its strength matching its global ranking.

The sales volume of other brands is less. The sales volume of GAC Fiat was 9,000 units, a
decrease of 32% yoy; and the sales volume of GAC Mitsubishi was 12,000 units, a decrease
of 23% yoy. The sales volume of Trumpchi, a self-owned brand, was 34,000 units, a decrease
of 45% yoy.

In the whole year of 2018, GAC realized sales of 2,147,900 units, an increase of 7.3% yoy.
The sales volume of GAC Honda, GAC Toyota, GAC Fiat, GAC Mitsubishi and GAC self-owned
brands were 741,400, 580,000, 125,000, 144,000 and 535,000 units, respectively, with an
increase of 5.2%, 31%, -39%, 23% and 5.2% yoy, respectively.

Huge Matthew Effect

With the powerful new product matrix and the marketing strategies in recent years, GAC
Toyota's monthly sales volume have increased against the trend, and the growth
momentum is rapid: in 2018, the annual sales volume of the eighth generation of Camry,
Levin and YARIS L increased 97%, 21% and 12% to 158,800, 202,700 and 67,000 units,
respectively. The sales volume of Highlander exceeds 100,000 units. The market share of
medium and large-sized SUVs ranks first. In the first month of 2019, Camry, Levin and YARIS
L of the eighth generation set new monthly sales records, reaching 19,700, 26,700 and
15,000 units, respectively, with the increase of 70%, 90% and 58%, respectively. In addition,
the sales volume of brand-new Highlander was about 10,500 units, of which the sales
volume of vehicles with a price of RMB300,000 account for 80%.

GAC Honda has achieved remarkable performance with three blockbuster models: the 10th
Generation Accord, the New Generation Crider, and the Fit. In the first month of 2019, the
terminal sales volume of the 10th generation Accord (ACCORD) was 23,649 units, with an
increase of 24.9% yoy and 16% yoy on shipment. The terminal sales volume of the new
generation Crider is 14,688, with an increase of 46% yoy and 31.1% yoy on shipment. The
terminal sales volume of FITis 11,545 vehicles, with an increase of 44.1% yoy 66.5% yoy on
shipment.

In 2019, GAC Toyota and GAC Honda have their own popular models to be launched. In
addition to the new energy version of existing models and vertical replacement models, the
same model of CRV of GAC Honda expected by people and RAV4 of GAC Toyota will also be
launched.
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Accumulate (Downgrade)
CMP HKD 9.89
(Closing price as at 22 Feb 2019)

TARGET HKD 11.3 (+14%)

COMPANY DATA

0/S SHARES (MN): 10231
MARKET CAP (HKD MN): 30645
52 - WK HI/LO (HKD): 13.007 /6.75
SHARE HOLDING PATTERN, %

Guangzhou Automobile Industry Group 60.63
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KEY FINANCIALS

CNY mn FY15 FY16 FY17E FY18E
Net Sales 49,418 71,575 75,685 76,010
Net Profit 6,288 11,005 12,541 13,707
EPS, CNY 098 168 123 134
P/E, x 91 50 71 65
BVPS, CNY 6.81 10.60 7.67 8.65
P/BV, x 13 08 11 1.0
DPS (CNY) 031 053 038 042
Div. Yield (%) 3.5% 63% 4.3% 4.8%

Source: Company reports, Phillip Securities Est.
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GAC Has Been Reducing Stock of Self-owned Brands and the Sales of GAC Fiat Are
Still Weak

In 2018, affected by the product line's over-concentration on SUV and product
iteration, the growth rate of the sales of GAC's self-owned brand Trumpchi dropped
from double digits to single digit. In order to alleviate the inventory pressure of
distributors, the company took the initiative to reduce the wholesale sales of
Trumpchi in the first month of 2019, resulting in a 45% decline in wholesale sales, and
the actual terminal sales volume still increased by 45% yoy to 56,000 units. However,
channel inventory pressure has not been eased. Trumpchi's sales growth in the
coming months will still be under pressure. In terms of new models, in addition to
GM®6, which was launched in January 2019, Trumpchi will launch news models such
as a new generation of GS4 and GA6, mid-term modified GS8, and new energy
vehicles such as AionS.

In 2018, with the addition of new medium-sized SUV with 7 seats, there are 4
domestic models of GAC FCA Jeep, covering the mainstream price range of
RMB130,000-400,000, but the slowdown in the SUV market has affected sales
performance. According to the original five-year plan, Jeep will launch four plug-in
hybrid electric models, four pure electric models and eight new traditional fuel
vehicles in 2022. The subsequent launch of new models is still worthy of attention..

Investment Thesis

It is expected that the Company will maintain steady growth in the future under the
strong product cycle of the Japanese-brand JV. We revised the Company's 2018/2019
earnings forecast. We reaffirm the "Accumulate" rating with the target price to HKD
11.3, equivalent to 8.1/7.4x P/E ratio in2018/2019. (Closing price as at 22 Feb 2019)
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GAC's Forward P/E&P/B trend
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Peer Comparison
Ticker Name P/E - 2018E P/B ROE
600104.SH FEER SAIC 7.8 1.3 8.6
0489.HK %R Dongfeng 3.5 0.5 7.1
2238.HK T GAC 5.4 0.9 9.4
000625.5Z KL% Changan 14.3 0.7 3.4
1958.HK L EEE BAIC 5.3 0.7 6.0
2333.HK KWEE GWM 6.1 0.7 7.2
1211.HK TR 4S BYD 37.8 23 0.9
0175.HK EFEE Geely 7.9 3.0 17.1
Source: Wind, Phillip Securities Hong Kong Research
Financials
FYE DEC FY14 FY15 FY16 FY17 FY18F FY19F
Valuation Ratios
P/E (X), ad]. 15.7 12.7 9.1 5.0 7.1 6.5
P/B (X) 14 14 13 0.8 11 1.0
Dividend payout Yield (%) 32.3% 30.6% 32.1% 32.2% 30.8%  31.6%
Dividend Yield (%) 2.1% 2.4% 3.5% 6.3% 4.3% 4.8%
Per share data (RMB)
EPS, reported 0.49 0.65 0.98 1.68 1.23 1.34
EPS, adj. 0.49 0.65 0.97 1.65 122 133
DPS 0.16 0.20 0.31 0.53 0.38 0.42
BVPS 5.50 6.01 6.81 10.60 7.67 8.65
Growth & Margins (%)
Growth
Revenue 18.9% 31.5% 68.0% 44.8% 5.7% 0.4%
EBIT 20.0% 39.8% 58.2% 67.6% 9.1% 11.2%
Net Income, ad;. 20.1% 32.2% 49.3% 75.0% 14.0% 9.3%
Margins
Gross margin 11.4% 11.7% 15.1% 18.0% 17.0% 17.3%
EBIT margin 15.0% 16.0% 15.0% 17.4% 17.9% 19.9%
Net Profit Margin 14.2% 14.3% 12.7% 15.4% 16.6% 18.0%
Key Ratios
ROE (%) 9.3% 11.4% 15.2% 19.4% 17.0% 16.4%
ROA (%) 5.3% 6.5% 8.4% 10.9% 10.2% 10.3%
Income Statement (RMB mn)
Revenue 22376 29418 49418 71575 75685 76010
Gross profit 2547 3444 7456 12858 12889 13157
EBIT 3359 4696 7427 12445 13572 15095
Profit before tax 3053 4386 7050 12194 13602 15067
Tax -126 -400 -754 -1154 -985 -1266
Profit for the period 2926 3986 6295 11040 12617 13801
Minority interests -259 -226 8 35 76 94
Total capital share 6435 6435 6439 6551 10231 10231
Net profit 3185 4212 6288 11005 12541 13707
Source: PSR

(Financial figures as at 22 February 2019)
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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.
© 2019 Phillip Securities (Hong Kong) Limited
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