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Maintaining the Momentum in Times of Stability, the
Matthew Effect in the Leading Enterprises in the Industry is
Expected to Be Enhanced

Hong Kong | Automobile | Update Report

Investment Summary

The YoY Increase of the Total Sales in July Turned from Negative to Positive

The latest sales data shows that the auto sales of BYD in July was stable and the sales
volume was 31,382, with an increase of 1.3% yoy, being positive within the year for the first
time. Due to the off-seasons, the sales volume was reduced by 6.95% mom. Influenced by
the impact of COVID-19 pandemic in H1 and the high cardinal number during the same
period of the previous year, the accumulative auto sales volume of the previous seven
months this year reached 190,000, down by 26.65% yoy, lower than the decrease of H1 by
approximately 4 ppts.

The total sales volume of BYD fuel vehicles was 16,282 in July, up 12.93% yoy while down by
17% mom. Most of the sales volume was contributed by Song Pro (10,068), and the
recorded sales volume of Song/Qin Pro/Tang/Song  Max/Qin/F3  were
2,040/1,047/1,007/955/827/338, respectively, among which the proportion of SUV models
witnessed a significant rise.

In terms of NEV, the total sales volume was 15,100 in July, down by 8.85% yoy and up by
6.6% mom. Specifically, the commercial vehicles (+133%) outperformed the passenger
vehicles (-14%), and EVs outperformed the PHEV (-49%). Among the models of EVs, Qin

EV/Yuan EV/E2/Song Pro EV recorded sales volume of 3,400/1,801/1,534/1,198, respectively.

The sales volume in the first month of the star model Han EVs launched in the middle of July
was 1,205, still gaining the climbing momentum. The sales volume of the hybrid electric
vehicles of Tang DM/Song Pro DM/Qin Pro DM were 1,305/1,102/664, respectively.

Many New Models of Vehicles Were Launched, and the New Product Cycle Was Initiated
Recently, Han, BYD's all-new flagship model of the Dynasty series, was officially launched. It
includes three EV vehicles and one plug-in hybrid electric vehicle, with the price after
subsidies ranging from RMB219,800 to RMB279,500. Compared with rival products such as
Tesla Model 3, NIO and Xpeng, BYD has a certain competitive advantage in interior
decoration, safety performance, configuration, endurance, price and other aspects, which
shows the company's great progress in the field of car manufacturing and strong capability
of cost control. In terms of power, the maximum power of Han EV model with the longest
endurance is 163kw, and the acceleration is 7.9 seconds per hundred kilometers. The
maximum power of four-wheel driven high-performance model is 363 kilowatts, with an
acceleration of 3.9 seconds per hundred kilometers. Their batteries are all lithium iron
phosphate blade batteries with a capacity of 76.9kwh, and endurance with NEDC are 605km
and 550km, respectively. Han DM uses the ternary-type battery, with the endurance of
81km in the pure electric mode, an acceleration of 4.7 seconds per hundred kilometers, and
a maximum power of 321kW.

In H2, BYD's all-new SUV Song Plus, Tang, Yuan, E2 and other important models will also be
launched in succession. By the end of the year, all-electric versions of BYD's existing Dynasty
models will be fully equipped with new blade batteries. In 2021, Dynasty models equipped
with BYD'S DM4.0 technology are also expected to be launched in succession, and the
expected price will be reduced by RMB20,000 to RMB40,000. With the start of a new
product cycle, BYD is expected to usher in a new wave of sales and soar in results..
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KEY FINANCIALS

CNY mn FY18 FY19 FY20E FY21E
Net Sales 121791 121778 143134 170232
Net Profit 2780 1614 2781 3612
EPS, CNY 093 050 093 1.23
P/E, x 68.9 1296 70.1 52.8
BVPS, CNY 18.81 19.20 20.11 21.10
P/BV, x 34 34 3.2 3.1
DPS (CNY) 020 0.06 015 0.28
Div. Yield (%) 03% 01% 0.2% 0.4%

Source: Company reports, Phillip Securities Est.
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Business Spin-off Was Accelerated, and the Growth Space of the Company Was
Opened up for a Medium and Long Term

In the strategic layout of market-oriented development, BYD Semiconductor, as
China's largest vehicle IGBT manufacturer, has completed its internal restructuring,
accomplished series A and A+ financing in H1 this year, and attracted some well-
known institutions such as Sequoia, CCIG, SDIC, BAIC Capital, SAIS, and SMIC. In the
future, BYD Semiconductor will accelerate its spin-off listing, and cultivate more
subsidiaries with market competitiveness in the businesses such as the power battery,
cloud rail, commercial vehicles, and PV to achieve market-oriented operations and
independent spin-off listing, so as to improve the overall value of the company and
open up the growth space in the medium and long term..

Investment Thesis

We believe that the technological progress and transformation of BYD in recent years
will activate its overall competitiveness again, which will enable it to enlarge its
market shares in the coming reshuffling period. Advance position in a qualified race
track, forward-looking layout and outstanding capability to implement are helping
the Company to enter a result realizing period with multiple harvest businesses.
Therefore, although there are various challenges in the future, we believe that the
Company is entering into a growth period with more stability and sustainability.

As the latest estimates, we revise the target price to HKD79, which corresponded to
3.5/3.4/3.1x P/B and 77/58/44 x P/E ratio for 2020/2021/2022. We give the rating of
“Accumulate”. (Closing price as at 17 August)

BYD’s Est P/E P/B trend

1 1211 HK Equity

Source: Bloomberg, Phillip Securities Hong Kong Research

BYD’s Quarterly net profit (million)
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Risk

Sales of NEVs is not as good as expected

New business risk

Slow-down of Hand-set components business
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Financials
FYE DEC FY17 FY18 FY19 FY20F FY21F FY22F
Valuation Ratios
P/E (X), adj. 428 68.9 129.6 70.1 52.8 40.4
P/B (X) 3.0 3.4 3.4 3.2 3.1 29
Dividend Yield (%) 0.2% 0.3% 0.1% 0.2% 0.4% 0.5%
Dividend payout ratio (%) 10.1% 21.9% 12.0% 16.2% 22.8% 20.5%
Per share data (RMB)
EPS, reported 1.40 0.93 0.50 0.93 1.23 1.61
EPS, adj. 1.40 0.93 0.50 0.93 1.23 1.61
DPS 0.14 0.20 0.06 0.15 0.28 0.33
BVPS 20.16 18.81 19.20 20.11 21.10 22.67
Growth & Margins (%)
Growth
Revenue 2.4% 18.6% 0.0% 17.5% 18.9% 19.5%
EBIT -4.8% -1.2% -24.8% 25.9% 20.9% 15.9%
Net Income, adj. -19.5% -31.6% -41.9% 72.2% 29.9% 28.5%
Margins
Gross margin 17.5% 14.8% 14.8% 15.2% 15.4% 15.5%
EBIT margin 7.8% 6.5% 4.9% 5.2% 5.3% 5.1%
Net Profit Margin 4.0% 2.3% 1.3% 1.9% 2.1% 2.3%
Key Ratios
ROE (%) 7.8% 5.0% 2.6% 4.7% 6.0% 7.3%
ROA (%) 2.5% 1.5% 0.8% 1.4% 1.8% 2.2%
Income Statement (RMB mn)
Revenue 102,651 121,791 121,778 143,134 170,232 203,371
Cost of sales (84,716) (103,724) (103,702) (121,335) (143,948) (171,848)
Gross profit 17,935 18,067 18,076 21,799 26,284 31,523
Other income and gains 2,429 4,443 2473 2,719 3,036 2,936
Operating expenditure (12,176) (14,419) (14,208) (16,707) (19,900) (23,774)
Financial costs (2,343)  (3,481) (3,487) (3,568) (3,790) (3,804)
Profit before tax 5,621 4,386 2,431 3,884 5,222 6,637
Tax (704) (829) (312) (474) (689) (876)
Profit for the period 4,917 3,556 2,119 3,410 4,532 5,761
Minority interests (850) (776) (504) (629) (920) (1,120)
Net profit 4,066 2,780 1,614 2,781 3,612 4,641
FYE DEC FY17 FY18 FY19 FY20F FY21F FY22F
Balance Sheet (RMB mn)
Total Assets 178,099 194,571 195,642 201,517 207,754 216,364
Cash & cash equivalent 8,936 11,151 11,674 12,003 12,874 13,421
Total Liabilities 118,142 133,877 133,040 135,927 138,900 142,900
Non-controlling interest 4,953 5,496 5,839 6,343 6,899 7,231
Total Equity 59,957 60,694 62,601 65,590 68,854 73,464
Shareholder Equity 55,004 55,198 56,762 59,247 61,955 66,233
Source: PSR

(Closing price as at 17 August)
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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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