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Automobile & Air 
This month I released updated reports of Minth Group (425.HK). 
Looking back at 2021, the growth rate of China's automobile market experienced 
great ups and downs. In Q1, due to the continued sales enthusiasm and the low 
base of the epidemic in the same period last year, it increased significantly year-
on-year; since the second and third quarters, the chip supply collapsed due to the 
severe epidemic especially in Southeast Asia, and the raw material prices surged 
to a record high, the growth rate has fallen sharply; as these headwinds gradually 
subsided, car sales began to improve in the fourth quarter, and continued to 
increase month-on-month, but they still did not turn positive year-on-year. In the 
first eleven months of 2021, the cumulative vehicle sales volume was 23.489 
million, an increase of 4.5% year-on-year. On the other hand, multiple positive 
factors have resonated. New energy vehicles have been favored by the market. 
Production and sales have increased significantly year-on-year. In the first eleven 
months, the cumulative sales of new energy vehicles nationwide reached 2.99 
million units, an increase of 1.7 times year-on-year. We believe that the 
intelligentization and electrification of the automobile market is the general trend. 
Among them, the localized substitution of high-end parts is a bright spot, and 
attention should be focused on those high-quality parts suppliers, such as Minth 
Group. 
In H1 of 2021, Minth Group recorded a turnover of RMB6.66 billion, up 37.3% yoy; 
the net profit attributable to the parent company registered RMB901 million, up 
143.7% yoy; the gross profit margin was 31.9%, up 5.3 ppts yoy. Major automobile 
markets in China, North America and Europe gradually recovered from the 
pandemic in the same period last year. In addition, the Company's main 
customers displayed good performance. In particular, in the domestic market, the 
production and sales of Japanese car companies was generally stable, and the 
market share of Chinese car companies has increased. In overseas markets, the 
growth rate of production and sales of luxury car brand companies was generally 
above the market average. Therefore, the Company has achieved strong growth in 
turnover. Meanwhile, benefiting from the scale effect brought by the increase in 
turnover and the rise in the proportion of aluminum products with a high gross 
profit margin, the gross profit margin increased significantly compared with the 
same period of the previous years. 
The battery housing business has exerted full strength: In H1, the Company 
obtained orders for all battery housings for Daimler and Groupe PSA's eVMP 
platform. In H2, the battery housings for ten models will be mass-produced, and 
the turnover will increase significantly. It is estimated that the revenue from the 
battery housing business will reach RMB400 million this year, exceed RMB2 billion 
next year, and outstrip RMB4 billion in the following year. The Company has 
increased its guidance on new orders throughout the year. It is expected that new 
orders will probably exceed RMB9.5 billion. 
We believe that it is reasonable to give the company a valuation of 
22.9/18.0/14.8x P/E and 2.5/2.3/2.1x P/B for 2021/2022/2023, as it is assured that 
there will be a strong result momentum because the Company has abundant 
orders, high-quality customer structure, gradual mass production of new models 
and huge improvement prospects in overseas business, equivalent to target price 
of HK$ 41.4 and BUY rating. 
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Logistics  
This month I have released 1 report on JD Logistics (2618.HK). 
 
JD Logistics (JDL) is the leading technology-driven supply chain solutions and logistics 
services provider in China. Began with the establishment of JD Group's in-house logistics 
department in 2007, JDL have then opened up own solutions and services to external 
customers since 2017, and offer a full spectrum of supply chain solutions and high-
quality logistics services enabled by technology, ranging from warehousing to 
distribution, spanning across manufacturing to end-customers, covering regular and 
specialized items. In 2020, JDL served more than 190,000 corporate customers across a 
wide array of industries, such as fast moving consumer goods (FMCG), apparel, home 
appliances, home furniture, 3C, automotive and fresh produce, among others. 
 
In 1H2021, JDL total revenue increased by 53.7% YoY to RMB48.5 billion, with gross 
profit dropped 56.4% YoY to RMB1.8 billion for the six months ended June 30, 2021. 
Gross profit margin to decrease to 3.7% (-9.2ppt) and primarily due to the reduction in 
benefits from COVID-19 related government support and in the second half of 2020 
JDL's efforts in enhancing and expanding logistics networks including increases in 
headcount of operational personnel, warehouse space, line-haul routes and other 
logistics infrastructure. As a result of the foregoing, JDL generated a loss of RMB15.2 
billion for the six months ended June 30, 2021. non-IFRS (loss) RMB1.5 billion for the 
period (profit RMB1.982 over a year ago), which is excluding share-based payments, 
listing expense, amortization of intangible assets resulting from acquisitions, fair value 
changes of financial assets at fair value through profit or loss, and fair value changes of 
convertible redeemable preferred shares. 
 
In 1H2021, JDL revenue from integrated supply chain customers grew 29.6% YoY to 
RMB33.6 billion, of which the revenue from external integrated supply chain customers 
reached to RMB11.7 billion, representing 65.6% YoY growth. The number of external 
integrated supply chain customers reached 59,067, expanding 58.7% YoY. ARPC was 
RMB197,339 in the 1H2021.Revenue from other customers increased by 164.8% YoY in 
the 1H2021 to RMB14.9 billion, driven by an increase in the number of customers served. 
Standard products such as express delivery and freight delivery services not only help 
JDL expand customer pool but also serve as a gateway for integrated supply chain 
logistics services. 
 
The results for the three months ended 30 September 2021, JDL recorded an operating 
loss of RMB727 million during the period, against the operating profit of RMB83.549 
million over a year ago. 3Q21 revenue grew by 43.34% YoY to RMB25.75 billion. 
 
JDL is one of the largest integrated supply chain logistics service providers in China. We 
forecast a revenue CAGR of 30% in 2020 - 2025 (while JDL past revenue growth was 
42%), We expect JDL to breakeven next year, and our PT of HK$41.55 is based on 2022E 
revenue and P/S multiple of 1.65x, which is basically in line with SF Holding (SZ.002352). 
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Soft Beverage  
This month I have released 1 report on Nongfu Spring Co., Ltd. (2618.HK). 
 
Nongfu Spring has been pursuing the “dual-engine” development of drinking water and 
beverages. On one hand, it meets the daily drinking needs of consumers and on the 
other hand, it satisfies the diverse and personalized drinking demands of consumers. 
Diversified product varieties enhancing flexible product mixes has enabled companies 
and distributors to achieve differentiating advantages in different markets and channels, 
to improve scale of business, distribution efficiency and profitability. 
 
Nongfu Spring’s packaged drinking water products include natural drinking water and 
natural mineral water. The company is the second largest packaged drinking water 
company in the world in terms of sales volume. It is also the only company, among the 
top 5 PRC packaged drinking water companies, that uses solely natural water to produce 
packaged drinking water, pledging "Every drop of Nongfu Spring has its source". In 2020, 
the company's market share of packaged drinking water in China reached 20.9% (in 
terms of retail sales value), which is 1.5 times that of the second largest player. In 2018, 
2019 and 2020, the revenue generated from packaged drinking water products 
accounted for 57.5%, 59.7% and 61% of the company's total revenue, respectively. 
 
Nongfu Spring’s gross margin of 59.1% in 2020 is well ahead of its peers, Tingyi Holding 
Corp.(33.2%) and Uni-President(34.4%); and is comparable to Coca-Cola(59.3%), the No. 
1 soft drink company in the global soft beverage industry. Net profit levels were also 
much higher than the average in the soft beverage industry in China and also globally 
over the same period, reaching 17.6%, 20.6% and 23% in 2018, 2019 and 2020. High 
profitability levels are expected to remain stable in the long term. 
 
Nongfu Spring's sales network is nationwide, accounting for approximately 11% of the 
22 million retail points of sale in China, covering a wide area and not limited to first and 
second tier cities. The Company has partnered with local distributors who have 
extensive experience in the distribution of soft beverage products, leveraging their 
financial strength, professional teams and facilities to penetrate the local retail network. 
Besides, the "Nongfu Spring" branded refrigerators installed at nearly 500,000 retail 
points of sale have particularly enhanced the Company's brand display and share of shelf, 
thereby boosting sales volume. The Company's annual evaluation and screening of 
distributors has helped the distributors to improve their business capabilities, so that 
the overall quality and business capabilities of the cooperating distributors have 
gradually stabilized and matured. 
 
Nongfu Spring is the leader in the soft beverage industry, with a significantly faster 
growth rate than the industry average in all its product categories. In addition, fruit juice, 
tea beverage and functional beverage products are bringing new development focus to 
the company. With reference to the average valuation of the company in the past year, 
we give the company a minus 1 standard deviation target P/E ratio of 63x for 2022, and 
estimate the company's EPS for 2021/2022/2023 to be RMB 0.7/0.8/1.0. The target 
price forecast for 2022 is HK$64.59, which corresponds to PE ratio of 74.1x/ 63x/ 53.5x 
for 2021/2022/2023 respectively. The Company is given a “Buy” rating (initial coverage). 
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Fig 1. Performance of Recommended Stocks 

Time Ticker Company Analyst Rating

Price on

Recommend

ation Date

Target

Price

Expected

Return

Last

Month

Closing

Price

Last

Month

Return

Closing

Price

2M ago

1M Price

Chg

20211223 425 HK Minth Group ZJ Buy 33 41.4 25.45% 34.35 4.09% 36.1 -4.85%

20211202 2618 HK JD Logistics EL Buy 24.75 41.55 67.88% 26.45 6.87% 24.75 6.87%

20211213 9633 HK Nongfu Spring CC Buy 47.35 64.59 36.41% 51.45 8.66% 44.7 15.10%  
 
Source: Phillip Securities 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.   
©  2022 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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