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Investment Summary

Sales Volume Bucks the Trend, and Rises 6.5% yoy in the First Four Months

Great Wall Motor (GWM)'s sales figures for April showed a 2.5% yoy increase to 83,800
units, continuing to buck the trend (-16% for the industry). The sales volume of SUV series
decreased 3.6% yoy to 65,700 units, dropping from a proportion of nearly 90% to 78.4%; the
sales volume of Pickup Wingle is 13,099 units, increasing by 1.1% yoy and staying stable; the
sales volume of sedans is 5,002 units, increasing by 680% yoy, mainly owing to the sales
volume of new energy vehicle sub-brand ORA of 4,614 units.

In terms of SUV, Haval series sold 58,444 units in total, increasing by 6.2% yoy, with 3,295,
2,294, 28,045 and 1,084 units for H2, H4, H6 and H9, respectively, dropping by 56%, 55%,
18% and 17% yoy, and 10,004, 10,140 and 2,034 units for M6, F7 and F5, respectively, which
attributed most to the increase. The price drop of M6 has stimulated the demand, and the
launch of F7 has received a sound market response, with a stable monthly sales volume of
above 10,000 units. High-end brand WEY was still in the running-in stage, and its total sales
volume dropped by 44.5% yoy to 7,293 units.

In the first four months, the accumulated sales volume of GWM recorded 368,000 units,
increasing by 8.65% yoy, with SUVs accounting for 81%, with 298394/49595/19671 units for
SUV/Pickup/Sedan, respectively, up by 2.3%/11%/858% yoy,.

Net Profit Edges Up 4% in 2018

In 2018, GWM recorded a revenue of RMB99.23 billion, dropping by 1.92% yoy, a net profit
of RMB 5,248 million, increasing by 4.07% yoy, and a net profit after deducting non-
recurring profits and losses of RMB3,889 million, dropping by 9.53% yoy. He non-recurring
revenue was RMB1,319 million, increasing by RMB590 million when compared to that of the
same period in 2017, which was attributed to the interest revenue from performance bond.
EPS stood 0.57yuan, with 0.29-yuan DPS. The dividend payout ratio reached 50%.

In 2018, the Company sold 1,053,000 units of vehicles in total, dropping by 1.60% yoy, and
above the industry average of -5.8%; among which, Haval series sold 766,100 units,
dropping by 10.07% yoy; WEY series sold 139,500 units, increasing by 61.39% yoy; ORA
series sold 3,515 units; and Wingle series sold 138,000 units, increasing by 15.16% yoy.
During 2018, in the descending SUV market, the Company bucked the trend and increased
its market share by significant official price drop and promotions to scale up the sales
volume. However, its profitability was damaged, with the gross margin being 16.7%,
dropping by 1.7ppts when compared to that of 2017. RMB3.96 billion was spent on R&D, of
which 56% was capitalized. ROE dropped by 0.31ppts, to 9.91%.

Pricing Impulse Strategy Continues in 2019, and First-quarter Net Revenue Falls 63% yoy

In 2019Q1, GWM recorded a total revenue of RMB22.63 billion, dropping by 14.8% yoy, and
a net profit attributable to the parent company of RMB770 million, dropping by 62.8% yoy
and 40% qoq to the fourth quarter of 2018. In 2019Q1, the Company recorded a gross
margin of 15.8%, dropping by 6.7ppts yoy and increasing by 1.4% qoq to the last quarter,
with the yoy drop mainly attributed to the Company’s continuing its pricing impulse strategy
from 2018H2 and the goq increase attributed to the rose sales proportion of new F-series
vehicles and pickups that improved the sales structure.
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KEY FINANCIALS

CNY mn FY17 FY18 FY19E FY20E
Net Sales 101,170 99,230108,511113,015
Net Profit 5,027 5207 5,197 5,636
EPS, CNY 055 057 057 0.62
P/E, x 91 93 92 84
BVPS, CNY 538 575 6.07 6.40
P/BV, x 09 09 09 08
DPS (CNY) 017 029 029 0.29
Div. Yield (%) 3.4% 55% 5.6% 5.6%

Source: Company reports, Phillip Securities Est.
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GWM

Price Pressure Remains in Auto Market, SUV Stock Market Share Increases Steadily,
and Segment Expects Break-through

In 2019, GWM will launch new models including Haval F7x, WEYVV7GT, WEYP8GT,
ORA R2 and high-end pickup Truck-series, aiming at an annual sales target of 1.2
million units, of which around 31% has been completed for now. F7x, powered by a
1.5GDIT/2.0GDIT+7DCT dynamic combination and with a series of intelligent
technological configurations, such as a fastback design that highlights youth and a L2-
class autonomous driving technology, is expected to gain a share in the increasingly
popular sport sedan market. It is expected that the F-series will account for 30% of
the total sales volume of Haval series. Meanwhile, by virtue of its superior interior
space, driving range and model positioning, ORA R1 showed a burst in end demand,
and with the release of capacity, its sales volume is promising in the future. In
conclusion, notwithstanding the remaining price pressure in the domestic auto
market under the competitive stock pattern, with the break-through in new products
and increased proportion of upgraded products in the Company’s segment, its
market share is expected to maintain a steady rise and its gross margin will improve
quarter by quarter.

Investment Thesis

GWM's recent car sales have gone against the peers’ trend, and the company's
inventory control is better than its peers, but the future car market price is still under
pressure. However, the company’'s transformation and trials are pushing the
company's product structure and product scale to rise further. In terms of valuation,
we adjust our target price to HK$6.59, equivalent to 10.1/9.3 P/E and 1.0/0.9 P/B
ratio in 2019/2020. We maintain the rating of “Accumulate”. (Closing price as at 16
May 2019)

Risk

New vehicle sales fall short of expectations

The SUV market dramatically worsens

The progress of new energy vehicle project is poorer than expectations
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GWM's Quarterly results
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GWM's Forward P/E P/B trend

2333 HK Equity
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Financials
FYE DEC FY15 FY16 FY17 FY18 FY19F FY20F
Valuation Ratios
P/E (X), adi. 5.7 46 9.1 9.3 9.2 8.4
P/B (X) 12 1.0 0.9 0.9 0.9 0.8
Dividend Yield (%) 5.2% 6.6% 3.4% 5.5% 5.6% 5.6%
Dividend payout ratio (%) 29.4% 30.3% 30.9% 50.8% 50.9% 47.0%
Per share data (RMB)
EPS, reported 0.88 1.16 0.55 0.57 0.57 0.62
EPS, adj. 0.88 1.16 0.55 0.57 0.57 0.62
DPS 0.26 0.35 0.17 0.29 0.29 0.29
BVPS 4.20 5.18 5.38 5.75 6.07 6.40
Growth & Margins (%)
Growth
Revenue 21.5% 29.7% 2.6% -1.9% 9.4% 4.2%
EBIT 3.4% 27.1% -48.4% -7.3% -1.3% 11.3%
Net Income, ad;. 0.3% 30.9% -52.4% 3.6% -0.2% 8.5%
Margins
Gross margin 25.2% 24.6% 19.0% 17.9% 17.1% 17.3%
EBIT margin 12.9% 12.7% 6.4% 6.0% 5.4% 5.8%
Net Profit Margin 10.6% 10.7% 5.0% 5.2% 4.8% 5.0%
Key Ratios
ROE (%) 22.46% 24.65% 1043%  10.24% 9.63% 9.91%
ROA (%) 12.10% 12.85% 4.96% 4.68% 4.52% 4.63%
Income Statement (RMB mn)
Revenue 76,033 98,616 101,170 99,230 108,511 113,015
Gross profit 19,169 24,255 19,203 17,749 18,588 19,529
Operating profit 9,737 12,466 6,327 5,588 5,383 5,897
EBIT 9,835 12,496 6,451 5,983 5,908 6,577
Profit before tax 9,688 12,483 6,233 6,477 6,483 7,033
Tax (1,628) (1,929) (1,190) (1,229) (1,232) (1,336)
Profit for the period 8,060 10,554 5,043 5,248 5,251 5,696
Minority interests 1 ?3) (16) (40) (54) (60)
Total capital share 9,129 9,127 9,127 9,127 9,127 9,127
Net profit 8,061 10,551 5,027 5,207 5,197 5,636
Source: PSR

(Financial figures as at 16 May 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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