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New Businesses Began to Score
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Investment Summary

Minth’s 2019H result lower than forecast, but the increasing trend of the oversea business is
still to continued. In the near future, Minth’s production structure are expected to continue
improving, triggered by increased investment on technology upgrades and product
optimization We maintain the opinion that Minth’s existing businesses indicate a robust
growth momentum, while great potential boom lies before the new ones, on the base of
more input on R&D etc. We gave target price of HKS 32 and Accumulate rating. (Closing
price as at 17 October)

Revenue Increased by 2.3% in H1 and Net Profit Decreased by 10%

In H1 2019, MINTH GROUP recorded a turnover of RMB6.13 billion, up 2.3% yoy, mainly due
to the decline of business in China adversely affected by the industry environment, while
business in Europe and North America maintained growth. The net profit was RMB670
million, down 10% yoy, up 32% from H2 of last year; and the EPS was RMBO0.78.

Minimize the Negative Impact of China-US Trade War

Affected by the China-US trade war, the upstream vehicle industry is facing a grim situation,
with tariffs increasing, and the profitability of the Company's domestic products and exports
of US products from Mainland China is under pressure. However, the Company was able to
keep the adverse effects to a minimum by optimizing the global layout and adopting quick
response and positive countermeasures. For example, some export products were
transferred to local production to improve the capacity and production efficiency of
US/Thailand/Mexico factories, resulting in an improvement in gross margin and net profit
margin in H1.

The overall gross margin in H1 was 32.4%, down by 1 ppts yoy and up by 1.6 ppts hoh. This
was mainly due to the performance of factories in the United States, Mexico and Thailand.
The gross margin in North America and the Asia-Pacific region improved significantly from
the same period of last year, partially offsetting the decline in gross margin caused by the
decline in domestic capacity utilization rate. The revenue in Europe and North America
increased by 35.8% and 12.7% yoy, respectively, accounting for 18.2% and 22% of the total
revenue, up by 4.5 and 2.1 ppts, respectively. The revenue from Mainland China decreased
by 7.7% yoy, accounting for 61.5% of the total revenue, up by 6 ppts.

Cost Rate Increased Slightly Due to Certain Inertia and Capital Expenditure Decreased

Due to business adjustment, increased expenditure on overseas transfer warehouse,
increased cost of overseas talent introduction and increased share option fees, the
Company's sales cost rate and management fee rate in H1 2019 were 4.2% and 7.5%,
respectively, up by 0.3 and 0.5 ppts, respectively. In order to maintain market
competitiveness and sustainable development, the Company's expenditure on talent
introduction and new project investment increased, and the R&D cost rate increased by 0.6
ppts to 4.9%. Capital expenditure decreased to RMB746 million from RMB1.12 billion in the
same period of last year, mainly due to the reduction in traditional line investment of heavy
assets.
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KEY FINANCIALS
CNY mn FY17 FY18 FY19E FY20E
Net Sales 11385 12553 13320 15337
Net Profit 2025 1656 1850 2220
EPS, CNY 1.78 145 162 194
P/E, x 12.7 168 152 127
BVPS, CNY 10.66 11.48 12.49 13.80
P/BV, x 2.1 2.1 2.0 1.8
DPS (HKD) 085 058 065 0.78
Div. Yield (%) 31% 2.1% 24% 2.9%

Source: Company reports, Phillip Securities Est.
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New Businesses began shoot and scores

The Company has made an earlier layout in the strategic business fields supporting
long-term development. Apart from the traditional decorative strips/decorative
pieces/body structure pieces/framework/luggage rack, the Company has made every
effort to promote new products, new materials and new technologies in the Client
during the period. It has continuously promoted the market development of new
products such as aluminum door frames, battery boxes, adaptive cruise system signs
(ACC signs) and active air intake grilles, and has obtained multiple orders. The
Company has fully passed the Japanese-series ACC certification, and has obtained
new orders for battery boxes of 15 European-series, Japanese-series and China-series
new energy vehicles.

With the completion of several production bases in China approaching, the first
aluminum battery box will be mass produced. In addition, the Company has
successively started the construction of aluminum production lines in Serbia, Britain
and the United States to meet the demand of customers around the world for nearby
supplies and further strengthen and improve the Company's competitiveness in
global layout. We believe that the average price of single vehicles for emerging
businesses is much higher than that for traditional businesses (4000 Vs 400), and the
new energy vehicle market facing is also different from the stock market of
traditional vehicles. Early layout of emerging strategic businesses is conducive to
pushing the Company's performance back to a healthy track of increasing volume and
price.

Valuation

The Company has a solid financial condition, with near 4.4 billion cash in hand.
Besides, its operating net cash flow has increased to 1.22 billion. It is believed that
the high dividend payout ratio will maintain. We believe that it is reasonable to give
the company a valuation of 17.8/14.8x P/E in 2019/2020, equivalent to target price of
HKS 32 and Accumulate rating. (Closing price as at 17 October)

Forward valuation trend
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Financials

FYE DEC FY15 FY16 FY17 FY18 FY19F FY20F
Valuation Ratios

P/E (X), adj. 19.9 15.9 12.7 16.8 15.2 12.7

P/B (X) 2.8 2.6 21 2.1 2.0 1.8

Dividend Yield (%) 2.0% 2.5% 3.1% 2.1% 2.4% 2.9%
Per share data (RMB)

EPS, (Basic) 1.15 1.54 1.78 1.45 1.62 1.94

EPS, (Diluted) 1.14 1.52 1.76 1.44 1.61 1.93

DPS(HKD) 0.55 0.68 0.85 0.58 0.65 0.78

BVPS 8.27 9.47 10.66 11.48 12.49 13.80

Growth & Margins (%)

Growth

Revenue 145%  22.8% 21.1% 10.3% 6.1% 15.1%
EBIT 154%  33.1% 18.4% -15.4% 12.4% 18.8%
Net Income, ad;. 13.9% 35.2% 17.8% -18.2% 11.7% 20.0%
Margins

Gross margin 31.7%  34.6% 33.8% 32.0% 32.2% 32.7%
EBIT margin 21.4%  23.2% 22.7% 17.4% 18.4% 19.0%
Net Profit Margin 16.6% 18.3% 17.8% 13.2% 13.9% 14.5%
Key Ratios

ROE 14.6% 17.3% 17.7% 13.1% 13.5% 14.8%

Income Statement (RMB mn)

Revenue 7654 9400 11385 12553 13320 15337
Gross profit 2428 3250 3850 4023 4289 5020
EBIT 1639 2181 2583 2184 2454 2915
Profit before tax 1569 2119 2488 2046 2295 2729
Tax 249 339 396 334 367 423
Profit for the period 1320 1779 2092 1713 1928 2306
Minority interests 48 60 67 56 78 86
Total capital share 1112 1120 1137 1145 1145 1145
Net profit 1272 1719 2025 1656 1850 2220
Source: PSR

(Closing price as at 17 October)

Page | 3 | PHILLIPCAPITAL HONGKONG RESEAREH



P PhillipCapital

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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