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Continued High Growth Ratio is Available
China | Automobile Part | Company Update

Investment Summary

Company profile:

Tuopu Group is an industry leader in the field of automotive NVH that is capable of
synchronous design with the original equipment manufacturer. In recent years, on the basis
of the original business of shock absorbers and interior functional parts, the Company has
proactively arranged the module of the lightweight chassis system and the automotive
electronics business as the future "2+3" strategic development projects, in order to adapt to
the trend of electrification, intellectualization and lightweight of vehicles.

Continuing a High Growth amid the Pandemic, the Results Are Expected to Increase by
45%-60% in H1

Tuopu Group recently disclosed good news about the results. It is expected that the revenue
will reach RMB6.54-6.9 billion in H1 of 2022, up 33-40% yoy; the net profit attributable to
the parent company will be RMB667-737 million, up 45-60% yoy. In the first quarter of 2022,
the Company recorded RMB3.75 billion of revenue and RMB390 million of net profit
attributable to the parent company. Base on this, the Company reported a revenue of
RMB2.8-3.2 billion in the second quarter, up from 12% to 27% yoy, and down from 25% to
16% qoq; the net profit attributable to the parent company was RMB280-350 million, up
from 32% to 64% yoy, and down from 27% to 9% qoq. Considering the impact of the
pandemic on Tesla's Shanghai factory in the second quarter, the figures declined qoq.
However, the profitability still remained stable, reflecting the Company's rapid market
expansion and order growth relying on the forward-looking layout of new energy vehicles
and platform advantages, and hedging against the impact of unfavorable factors such as the
pandemic and rising raw material prices. The results continued to grow at a high rate.
Meanwhile, the Company is also continuing to actively seize the opportunity of improving
the electrified and intelligent automobiles. It has developed new projects with higher value
of single vehicle, including the air suspension system factory, integrated die-cast rear cabin
of 7200T, heat pump products, and intelligent electronics related products, which are
expected to achieve new breakthroughs in customers and orders in the coming one or two
years.

The Company Deeply Binds Tesla and Actively Expands the Customer Base

In terms of major customers, Tesla delivered approximately 260 thousand units in the
second quarter, including 150 thousand units in overseas markets, up 51% yoy and up 13%
gog, and 110 thousand units in the Chinese market, up 8% yoy and down 37% goq. With the
resumption of work and production, the production capacity of Tesla's Shanghai factory will
benefit from the transformation of the production line in H2. It is expected that Tesla's
contribution to the revenue throughout the year will increase from 47% in 2021 to 50%.
Both parties have maintained a deep cooperative relationship. In addition to Tesla, GM,
Geely, Ford, and FCA, the Company has also expanded customer base to new car-making
forces, North American new energy vehicle companies (Rivian and Lucid), as well as Huawei,
Jinkang, and Xiaomi, which will continue to promote high growth in orders..
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The Company Issues RMB2.5 Billion of Convertible Bonds to Accelerate the Layout
of Electrified and Intelligent Automobiles

On July 11, the Company announced that it intends to publicly issue RMB2.5 billion of
convertible bonds, mainly for the construction project of lightweight chassis system.
The total investment of the project is expected to be RMB2.66 billion. After full
capacity, the Company is expected to achieve an annual production capacity of 4,800
thousand sets of lightweight chassis system, including 1,600 thousand sets of
subframes, 1,600 thousand sets of suspension system, and 1,600 thousand sets of
steering knuckles. In 2021, the Company's production capacity of lightweight chassis
system was approximately 2,800 thousand sets, with a capacity utilization rate of
approximately 102.24%. The product was in short supply. The Company launched the
project of lightweight suspension system after 2003, and has currently mastered the
forming processes of high-strength steel and six major light alloys related to the
lightweight chassis system module. Through the construction of this convertible bond
project, the Company can further enhance its global supply capacity, consolidate its
market position, and fully benefit from the trend of electrified and intelligent
automobiles.

Investment Thesis

As raw material prices have fallen since July, we expect the Company's gross margin
to pick up in the second half of the year. As the leader of the new energy auto parts
industry, the Company accelerates the expansion of customer base, and optimizes
the R&D and design of products, while continuously expanding new categories. The
Company is expected to continue to gain market share..

In terms of valuation, we expect the EPS to be 1.55/2.16/2.93 yuan in
2022/2023/2024. We are optimistic about the development prospects of the
company's lightweight business and automotive electronics. So, we lift the
Company's target price to RMB 97.5 yuan, respectively 63/45/33 x P/E for
2022/2023/2024, a "Accumulate" rating. (Closing price as at 14 September)

Forward PE PB trend (y+1)

601689 CH Equity

Source: Bloomberg, Phillip Securities Hong Kong Research

Risk

Price war among peers
Raw material price increase
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Financials

FYE DEC FY20 FY21 FY22F FY23F FY24F
Valuation Ratios

P/E (X), adj. 139.3 90.1 53.6 38.3 28.3
P/B (X) 1.2 86 75 6.1 4.9
Dividend payout ratio(%) 28.9% 30.2% 29.1% 29.1% 30.1%
Dividend Yield (%) 0.2% 0.3% 0.5% 0.8% 1.1%
Per share data (RMB)

EPS, (Basic) 0.60 0.92 1.55 2.16 2.93
EPS, (Diluted) 0.60 092 1.55 2.16 2.93
DPS 0.17 0.28 0.45 0.63 0.88
BVPS 7.38 9.61 11.07 13.66 16.87
Growth & Margins (%)

Growth

Revenue 21.5% 76.0% 48.6% 31.2% 24.8%
EBIT 40.3% 57.3% 72.8% 39.7% 34.9%
Net Income, adj. 37.7% 61.5% 68.1% 39.8% 35.3%
Margins

Gross margin 21.8% 19.3% 20.6% 21.0% 22.0%
EBIT margin 11.5% 10.3% 12.0% 12.7% 13.8%
Net Profit Margin 9.6% 8.8% 10.0% 10.7% 11.6%
Key Ratios

ROE 8.3% 10.8% 15.0% 17 5% 19.2%

Income Statement (RMB mn)

Revenue 6511 11463 17029 22345 27892
Gross profit 1419 2208 3510 4697 6128
EBIT 750 1180 2040 2849 3844
Profit before tax 710 1146 2004 2804 3792
Tax 80 128 291 407 550
Profit for the period 630 1018 1713 2397 3242
Minority interests 1.9 34 7.5 12.8 15.0
Total capital share 1055 1102 1102 1102 1102
Net profit 628 1014 1706 2385 3227
Source: PSR

(Closing price as at 14 September)
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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.
© 2022 Phillip Securities (Hong Kong) Limited
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