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Investment Summary

Profit in 2019H2 Was Slightly below Expectations and One-off Factors Resulted in the
Decrease of Gross Margin

In 2019, Minth Group's turnover amounted to RMB13.198 billion, up 5.1% yoy, mainly from
business growth in overseas markets, especially in Europe and North America. Net profit
attributable to shareholders stood at RMB1.69 billion, up 1.8% yoy. Basic EPS was RMB1.472
and proposed dividend was RMB0.588, maintaining a high and stable dividend payout rate
of nearly 40%.

Profit was approximately 6% lower than expectations, mainly because gross margin reached
30.19% in H2 due to the following factors, at lowest in five years, down 2.23 ppts hoh and
0.58 ppts yoy.

(1) New products delivered by German factories failed to meet expectations in H2, resulting
in a large increase in labour costs.

(2) New facility of Huaian is put into operation and still in the climbing period, with
insufficient capacity utilization and high depreciation cost.

(3) Despite some of the business had been transferred to Thailand, the US-China trade war
tariffs affected about 7% of the Company's business, resulting in a decrease of 0.6 ppts in
gross margin.

Now the situation of German plant has improved from the second half of last year, and the
production and operation of Huaian plant have picked up and met expectations.

Orders in Europe Increased Steadily, and the Expenses Ratio of Administration and R&D
Increased

Revenue from the Company's overseas market in 2019 has increased 13.8% yoy due to the
increase of orders from BMW, Audi, Daimler and GM. The European business proportion of
revenue increased from 15.1% to 16.9% and the North American business proportion
increased from 18.9% to 20.9%.

Meanwhile, product mix has continued to be optimized, and the aluminium products have
maintained double-digit growth. These are dominant factors for the Company’s turnover
bucks the trend of recession in the global vehicle market.

The administration expenses rate increased by 0.5 ppts yoy to 7.9%, mainly due to higher
employee wages and more personnel at new plants. The R&D expenses increased by 11.0%
yoy to RMB660 million, and the R&D expenses rate increased by 0.3 ppts yoy to 5.0%,
mainly due to the Talent Scouting and the R&D of new products. The Company plans to
strictly control the expenditure of sales, administration to a reasonable level this year, while
low cost in raw materials such as aluminium will improve its profitability.

The Company's CAPEX declined from RMB2.23 billion to RMB1.67 billion last year, and the
net cash flow of operating activities was RMB2.38 billion, with the free cash flow turning
from negative to positive..
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KEY FINANCIALS
CNY mn FY18 FY19 FY20E FY21E
Net Sales 12553 13198 12303 14768
Net Profit 1656 1690 1475 1987
EPS, CNY 1.45 147 129 173
P/E, x 14.7 146 168 125
BVPS, CNY 11.48 12.46 13.48 14.80
P/BV, x 19 1.7 1.6 1.5
DPS (HKD) 0.58 059 050 0.69
Div. Yield (%) 24% 2.5% 21% 2.9%

Source: Company reports, Phillip Securities Est.
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The Impact of the Pandemic is Gradually Diminishing, Prosperous Future
Unchanged

Minth's domestic business has returned to normal in April with the weakening of the
pandemic and the resumption of work in various places. The recovery of overseas
markets will be a bit slower, with European plants resuming work since late
April/early May and U.S. plants resuming work since mid-May. The business of
overseas is expected to return to normal in June-July.

Minth Group has been committed to the expanding of product lines and the
optimization of product mix. The Company has further developed and expanded
products in the field of new energy vehicles such as aluminium battery packs,
aluminium door frames and ACC signs in recent years. The aluminium battery pack
business has been implemented first and has entered the supplier system of global
electric vehicle platform of main engine factories, such as Europe, Japan, the United
States and China. The business has received orders from many global projects,
making Minth one of the largest suppliers of aluminium battery pack in the world.
The aluminium door frames have reached level of mass production, and the
intelligent exterior decorative products also progress smoothly, obtaining a lot of
designated projects and orders of ACC products from Japanese and European
customers.

At present, the new orders of the Company are 4.6 to 4.7 billion. The target of 7.5 to
8 billion new orders for the whole year is maintained. Although the pandemic has
brought challenges to the auto industry in H1, it is assured that there will be a strong
result rebound after the pandemic because the Company has abundant orders, high-
quality customer structure, gradual mass production of new models and huge
improvement prospects in overseas business.

Judging from new energy strategic plan of major vehicle enterprises across the world,
most of them regard the year of 2020 or the year of 2025 as the "critical year" for
new energy planning. New orders are expected to explode with the acceleration of
overseas electrification of vehicles.

Valuation

Considering the impact of the epidemic this year, we revised the forecast of EPS of
2020/2021 to be 1.29/1.73 yuan. And we believe that it is reasonable to give the
company a valuation of 19.2/14.3x P/E and 1.8/1.7x P/B for 2020/2021, equivalent to
target price of HKS 27.45 and Accumulate rating. (Closing price as at 8 June)

Forward valuation trend

425 HK Equity

Source: Bloomberg, Phillip Securities Hong Kong Research
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Financials

FYE DEC FY17 FY18 FY19 FY20F FY21F
Valuation Ratios

P/E (X), ad]. 11.2 147 14.6 16.8 125
P/B (X) 1.9 1.9 1.7 1.6 15
Dividend Yield (%) 3.5% 2.4% 2.5% 2.1% 2.9%
Per share data (RMB)

EPS, (Basic) 1.78 1.45 147 1.29 1.73
EPS, (Diluted) 1.76 1.44 1.47 1.28 1.72
DPS(HKD) 0.85 0.58 0.59 0.50 0.69
BVPS 10.66 11.48 12.46 13.48 14.80
Growth & Margins (%)

Growth

Revenue 21.1% 10.3% 5.1% -6.8% 20.0%
EBIT 18.4% -15.4% 3.5% -11.8% 34.3%
Net Income, adj. 17.8% -18.2% 2.1% -12.7% 34.7%
Margins

Gross margin 33.8% 32.0% 31.2% 30.0% 31.5%
EBIT margin 22.7% 17.4% 17.1% 16.2% 18.1%
Net Profit Margin 17.8% 13.2% 12.8% 12.0% 13.5%
Key Ratios

ROE 17.7% 13.1% 12.3% 9.9% 12.2%

Income Statement (RMB mn)

Revenue 11385 12553 13198 12303 14768
Gross profit 3850 4023 4121 3690 4656
EBIT 2583 2184 2259 1992 2675
Profit before tax 2488 2046 2101 1806 2449
Tax 396 334 336 280 380
Profit for the period 2092 1713 1765 1526 2070
Minority interests 67 56 75 51 83
Total capital share 1137 1145 1150 1150 1150
Net profit 2025 1656 1690 1475 1987
Source: PSR

(Closing price as at 8 June)
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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.
© 2020 Phillip Securities (Hong Kong) Limited
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