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Investment Summary

FY2020 Revenue Increased by 10% and Profit Continuously Increased by 50+% in 20Q4

The Company reported a revenue of RMB69.633 billion at a YoY growth rate of 9.1% in 2020.
The gross margin was 9.29%, which was generally equivalent to that for 2019, and slightly
reduced by 0.06 ppts. Net profit attributable to the parent company recorded RMB1.63
billion at a YoY growth rate of 10.3%, which generally met our previous expectation. Among
these, the quarterly profit was, respectively, RMB60/470/480/620 million, at a respective
YoY growth rate of -83%/+21%/+41%/54%. DPS was RMB0.288 at the dividend payout ratio
of 35%. After-sale business contributed RMB4.376 billion to gross profit, grew 6.3% YoY, and
made up 58.63% of total gross profit. New vehicle sales contributed RMB1.555 billion to
gross profit, jumped 25% YoY, and made up a higher rate of 20.83% of total gross profit. The
comprehensive gross profit margin generally remained the same and slightly reduced by
0.18 ppts YoY to 10.72%, for the main reason that the growth rate of new vehicle sales
business with slightly lower margin was higher. The gross margin of new vehicle sales
increased by 0.32 ppts YoY to 2.67%, and the gross margin of after-sale business slightly
reduced by 0.36 ppts YoY to 46%.

The Proportion of Premium Car Further Increased

We hold that the profit in Q4 achieved new high because 1) there was strong demand for
the Premium models (especially Porsche and BMW), 2) after-sale business steadily increased,
and 3) the accumulative financing cost greatly dropped. In Q4, driven by the main brands,
the gross profit of new car sales and after-sale grew at 32% and 18% yoy, respectively. BMW
and Porsche's new vehicle sales revenue in 2020H2 increased at 18.4% and 29.9%,
respectively, YoY to RMB14.33 billion and RMB5.084 billion. The contribution to gross profit
respectively increased from 39.5%/38.3% in 2019 to 42.3%/41.6% in 2020. The growth rates
of sales volume and ASP of Premium cars were higher than average, which helping the
proportion of new car sales revenue/gross profit for Premium car increased by 1.3/2.5 ppts
to 84%/98.7%.

Moreover, the Company conducted the placement financing of RMB980 million in the
middle of the year, and optimized the debt structure. Net gear ratio in H2 reduced by 44.6
ppts YoY to 54.1%, and the financing cost reduced by 24.2% YoY/17.8% HoH to RMB305
million.

Operational Efficiency Was Continuously Improved

The Company continuously conducted an array of improvement measures that aimed to
increase operational efficiency and speed up inventory turnover, and greatly increased
inventory turnover efficiency through strengthening sales prediction, order matching
management, shortening delivery period, and conducting refined assessment. The new
car/parts turnover days reduced by 6.1 days YoY to 30.4/37.1 days. Operating cash flow was
also significantly improved, and cash flow from operating activities increased by 39% YoY to
RMB5.73 billion..
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Asset Link Investment Limited 10.2
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KEY FINANCIALS

CNY mn FY19 FY20 FY21E FY22E
Net Sales 62707 68534 78295 89743
Net Profit 1473 1625 2134 2515
EPS, CNY 0.80 0.85 1.08 1.27
P/E, x 15.9 140 111 9.4
BVPS, CNY 5.37 6.14 6.71 7.46
P/BV, x 2.4 1.9 1.8 1.6
DPS (HKD) 0.00 029 036 044
Div. Yield (%) 00% 24% 3.0% 3.7%

Source: Company reports, Phillip Securities Est.
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Network Structure Was Continuously Optimized

The Company continuously optimized the network structure, and endeavored to
focus on luxury brand expansion. The Company added 20 authorized 4S shops in the
year, including 13 self-built branches and 7 procured branches. The Company focused
on key luxury brands, such as BMW/Porsche/Lexus, and increase the outlets of other
luxury brands (Volvo/Aston Martin). Moreover, the Company also proactively
cooperated  with  mainstream  new-energy vehicle OEMs, such as
Tesla/Weltmeister/Xpeng, explored new business mode, and closed 13 outdated
outlets. As of the end of 2020, the Company operated 238 branches, including 25
unauthorized branches and 213 authorized branches, 7 more than that in 2019.
Because the 7 new 4S shops were procured at year-end, it is expected that they will
continue contributing to the operating results in 2021.

Pre-owned Cars and New Energy Vehicles Will Become Future Key Development
Programs

Thanks to the gradually lax restrictive policy, domestic Pre-owned car market is
expected to undergo a period of rapid development. Last year, the Pre-owned car
transaction scale of the Company increased by 27% YoY to 52,280 vehicles. The gross
profit increased by 27% YoY to RMB175 million. In the future, the Company will
continue shifting the used car business in traditional agency mode to proprietary
trading mode, and give play to the complementary and coordination effect of the
dual channels featuring online & offline sales and new & pre-owned cars.

The Company took the lead to arrange business in new-energy vehicles, and sold
10,271 new-energy vehicles at a YoY growth rate of 14%. Except for new-energy
vehicle business in traditional brands, the Company also sped up the arrangement in
emerging mainstream new-energy vehicle brands, such as Tesla, Weltmeister and
Xpeng. Currently, the Company is negotiating over the cooperation with NIO, SAIC
VOLKSWAGEN ID, Ford Mustang, and Geely SMART, and plans to establish new
organizational structure and independent team to expand new-energy vehicle
business. The Company also tries plenty of innovative business models, such as
supermarket and vehicle delivery commission system, and after-market service
models, including authorized repair/sheet metal /painting in batch center, so as to
proactively adapt to the future industry development trend.

Investment Thesis

The main business of the Company will continue benefiting from the upgrade trend
of domestic vehicle consumption, and will be further improved for operational
efficiency. We are optimistic about the future development potential of the Company.
We expect the company's EPS for 2021/2022EPS to reach 1.08/1.27 yuan and the
target price of HK$16.5, corresponding to 2021/2022 13/11x P/E. We give Accmulate
rating. (Closing price as at 24 March)
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BEst P/E P/B trend

3669 HK Equity
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Financials

FYE DEC FY18 FY19 FY20 FY21F FY22F
Valuation Ratios

PIE (X), ad]. 18.2 15.9 14.0 111 94

P/B (X) 25 24 19 18 16

Dividend Yield (%) 1.8% 0.0% 2.4% 3.0% 3.7%
Per share data (RMB)

EPS, (Basic) 068 0.80 085 108 1.27

EPS, (Diluted) 065 077 082 107 1.26

DPS 023 0.00 0.29 0.36 0.44

BVPS 489 537 6.14 6.71 7.46

Growth & Margins (%)

Growth

Revenue 9.1% 13.4% 9.3% 14.2% 14.6%
EBIT -2.7% 17.3% 4.1% 24.5% 15.4%
Net Income, ad]. -17.0% 17.5% 10.3% 31.3% 17.9%
Margins

Gross margin 9.4% 9.4% 9.3% 9.7% 9.9%
EBIT margin 4.4% 4.6% 4.3% 4.7% 4.8%
Net Profit Margin 2.3% 2.3% 2.4% 2.7% 2.8%
Key Ratios

ROAE 14.5% 15.6% 15.0% 17.1% 18.0%
ROAA 4.3% 4.4% 4.6% 5.9% 6.4%

Income Statement (RMB mn)

Revenue 55319 62707 68534 78295 89743
Gross profit 5207 5864 6365 7626 8849
EBIT 2434 2854 2970 3699 4267
Profit before tax 1753 2076 2295 2987 3512
Tax -428 -507 -562 -129 -897
Profit for the period 1325 1569 1733 2258 2695
Minority interests 72 96 108 124 140
Total capital share 1837 1839 1909.8 1974.8 1976
Net profit 1253 1473 1625 2134 2515
Source: PSR

(Closing price as at 24 March)
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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.
© 2021 Phillip Securities (Hong Kong) Limited
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