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Investment Summary 
FY20 Profit Decreases by 10% yoy, Mainly Due to Impairment  
In 2020, GAC recorded operating revenue of RMB63,157 million, up by 5.78% Y-o-Y; net 
profit attributable to the parent company was RMB5,966 million, down by 9.85% Y-o-Y; in 
addition to the impact of COVID-19 pandemic, the decline in results was mainly due to the 
large accrued expenses in the fourth quarter (provision for asset impairment of RMB720 
million in a lump sum). After deducting non-recurring gains and losses, net profit 
attributable to the parent company was RMB4,807 million, up by 25.17% Y-o-Y. Self-owned 
brands achieved loss reduction. After deducting non-recurring gains and losses and return 
on investment, net loss attributable to the parent company was RMB5.1 billion, down by 
12% Y-o-Y. EPS was RMB0.58, down by 11% Y-o-Y. The final dividend was RMB0.15 per share. 
Combined with the interim dividend of RMB 0.03 per share, the dividend payout ratio was 
31%. 
Gross margin decreased by 0.38 ppts Y-o-Y, mainly due to the negative effect of scale caused 
by the decline in sales volume of self-owned brands. The period expense ratio for the whole 
year decreased by 2.1 ppts Y-o-Y, mainly because the sales expense ratio fell by 1.86 ppts, 
and other expense ratios remained flat Y-o-Y. The R&D expenses totaled RMB5.1 billion, of 
which 17% was expensed. Joint ventures had a good profitability. The annual return on 
investment was RMB9,911 million, up by 2.96% Y-o-Y. Specifically, the return on investment 
in associates and joint ventures was RMB9,571 million, up by 1.83% Y-o-Y. At the end of 
2020, monetary funds were RMB28.5 billion and interest-bearing liabilities were RMB14.8 
billion. 
 
Japanese JVs Remain Strong Momentum While Self-owned Brands Make Continuous 
Improvement 
In 2020, China's automobile market demonstrated a fall-rise pattern, with an overall decline 
of 1.9%, which is narrower than the previous year. GAC outperformed the industry relying 
on its strong Japanese brands. It achieved an annual sales volume of 2,043,800 units, down 
by approximately 0.9% Y-o-Y. Its market share increased to 8.07%. Specifically, Honda and 
Toyota still remained a strong momentum of growth. GAC Honda sold 805,800 units, up by 
2.65% Y-o-Y; GAC Toyota reported an annual sales volume of 765,000 units, up by 12.2% Y-
o-Y, far higher than the industry average. 
Among the best-selling models, the Accord and Camry ranked first and second in the middle 
and high-end sedan segment in terms of the terminal sales. Star models such as Levin, Vezel, 
Breeze, Trumpchi GS4, Yaris L, Crider, Highlander, Fit, Avancier, Aion S and Odyssey are 
among the best in their respective segment. 
Compared with Honda and Toyota, the annual sales volume of GAC FCA and GAC Mitsubishi 
in the joint ventures witnessed sharp declines of different magnitudes. In 2020, GAC FCA 
sold 41,000 units, down by 45% Y-o-Y; GAC Mitsubishi sold 75,000 units, down by 44% Y-o-Y. 
In terms of self-owned brands, GAC Trumpchi reported an annual sales volume of 354,000 
units, down by 8% Y-o-Y. The rate of decline has narrowed significantly (-28.14% in 2019). 
GAC Trumpchi's theme for 2019 was to update products and actively reduce dealer 
inventory. We have noticed that since July last year, GAC Trumpchi has achieved positive 
growth in monthly sales volume for six consecutive months, and continued to maintain an 
improvement trend. In addition, breakthroughs were made in MPV models.. 
 
 

BUY (Upgrade) 
CMP HKD 7.17 
(Closing price as at 16 April) 

TARGET HKD 9.5 (+32.5%) 
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KEY FINANCIALS 

CNY mn FY19 FY20 FY21E FY22E 

Net Sales 59,704 63,157 68,028 75,793 

Net Profit 6,616 5,964 7,855 10,253 

EPS, CNY 0.65 0.58 0.77 1.00 

P/E, x 10.0  10.4  7.8  6.0  

BVPS, CNY 7.83 8.24 8.81 9.44 

P/BV, x 0.8  0.7  0.7  0.6  
DPS (CNY) 0.20 0.18 0.24 0.35 
Div. Yield (%) 3.1% 3.0% 4.0% 5.8% 

Source: Company reports, Phillip Securities Est. 
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New Factory Project Is Advancing Steadily 
At the end of 2020, the Company's total automobile production capacity was 
2,733,000 units per year. GAC Toyota's new plant is expected to be put into 
production in July this year. By that time, GAC Toyota's design production capacity 
will be increased from the current 600,000 units to 800,000 units. GAC Honda's new 
plant is under construction. A production line of 120,000 units per year has been put 
into production in February last year. Another production line of 120,000 units per 
year is expected to be completed and put into production by the end of next year. By 
that time, GAC Hongda's design production capacity will reach approximately 900,000 
units. The combined new production capacity of Honda and Toyota will increase by 
nearly 30% compared with the current production capacity, which will accumulate 
potential energy for the next stage of development. 
In terms of new models, the models planned to be launched in 2021 include: GAC 
Trumpchi EMP0W55, GS4 medium redesign, GS8 new-gen, GA4 medium redesign, 
GAC Aion Y, GAC Honda Accord medium redesign, Crider medium redesign, Breeze 
plug-in hybrid version, Odyssey hybrid version medium redesign, EA6, GAC Toyota 
Camry medium redesign, Highlander new-gen, C-HR medium redesign, PHEV, GAC 
FCA Jeep Commander PHEV, and GAC Mitsubishi pure electric A-class SUVLE. 
Specifically, new energy models are occupying an increasingly important share. 
 
 

Investment Thesis 
In the first quarter of 2021, GAC recorded a sales volume of 497,000 units, which was 
basically the same as in 2019. The sales volume of GAC Toyota, GAC Hongda and self-
owned brands increased by 25% and decreased by 12% and 22%, respectively 
compared with that in 2019. In the first quarter, the sales volume of its new energy 
vehicles increased by 103% to 21,576 units Y-o-Y, of which 17,649 units were 
contributed by GAC Aion. As a high-end new energy sub-brand, GAC Aion will enter 
its first year of development in the true sense this year. In addition to accelerating 
the promotion of new iterations of products, GAC Aion will start to carry multiple 
important technological achievements such as sponge silicon negative plate battery 
technology, super fast charging battery technology, and ADiGO4.0 intelligent driving 
interconnected ecosystem in mass production vehicles. Its future performance is 
anticipating. 
 
We revised the Company's 2021/2022 earnings forecast. We give the "Buy" rating 
with the target price to HKD 9.5, equivalent to 10.4/8.0x P/E and 0.9/0.8x P/B ratio in 
2019/2020/2021. (Closing price as at 16 April) 
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GAC’s Forward P/E Trend 

 
Source: Bloomberg, Phillip Securities Hong Kong Research 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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 

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 
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