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Bethel (603596 CH) 

The domestic leader in the auto braking field, whose 
intelligent electrical control business is creating a second 
growth curve 
 
China | Automobile Parts | Company Initiation 
 
Company profile: As a domestic leading enterprise in the automotive braking field, the 
Company takes the initiative in the layout of the implementation end of intelligent drive 
Founded in 2004, Bethel Automotive Safety Systems Co., Ltd. (hereinafter "WBTL" or the 
"Company") is a tier-one supplier of auto parts. As at the end of June 2022, the Company 
established ten manufacturing bases and five R&D centers in Anhui, Shandong, Hebei, 
Sichuan, Zhejiang, and Shanghai, as well as the US and Mexico, with the main production 
layout of building factories nearby OEMs. 
Since its establishment, the Company has been constantly upgrading its business with a 
focus on the automotive braking field and has continued to make breakthroughs in product 
lines, ranging from basic mechanical brake products, lightweight parts, and electrical control 
brake products such as electronic parking brake (EPB), anti-lock braking system (ABS), and 
electronic stability control (ESC), to wire-controlled brake system (WCBS). In addition, it 
owns industry-leading independent forward development capacity and has accumulatively 
obtained 530 patents at home and abroad, including 95 invention patents. 
In May 2022, the Company contributed RMB200 million to complete the acquisition of 45% 
equity interest in Wanda Automobile, becoming its controlling shareholder, which expanded 
the Company's major business from fields including automotive braking systems and 
intelligent automotive drive systems to the business field of automotive steering systems. At 
present, the Company's major products are divided into three categories, namely 
mechanical brake products, mechanical steering products, and intelligent electrical control 
products. Specifically, mechanical brake products mainly include disc brakes, hydraulic 
calipers, lightweight parts, and vacuum boosters; mechanical steering products mainly 
include steering columns and steering gears; intelligent electrical control products mainly 
include EPB, ABS, ESC, WCBS, PLG, the advanced driver-assistance system (ADAS) based on 
the front-view camera system, and electronic power steering (EPS) columns. 
The main customers of the Company include GM, SGM, Changan Ford, Volvo, JMC Ford, 
DFNissan, Stellantis, Ford, Geely, Chery, Changan, SAIC, BAIC, GAC, BYD, GWM, FAW, XPeng, 
NIO, Li Auto, and Aion. The top five customers contribute to 45.4% of the revenue of the 
Company, which shows a high concentration but it is relatively stable. The Company raised 
RMB620 million through an IPO on A Share in 2018 and raised RMB900 million by issuing 
convertible bonds in June 2021, which were mainly invested in the R&D of new projects and 
products. Currently, more than 80% of the revenue of the Company comes from the 
domestic market while less than 20% is from the overseas market. 
The de facto controller of the Company is Mr. Yuan Yongbin, who holds 19.27% of the 
Company's shares. He and WBTL Investment Management Center (the employee stock 
ownership platform) are parties acting in concert, holding a total of 24.35% of the 
Company's shares collectively. Chery Automobile indirectly holds 16.27% of the Company's 
shares and contributes around one-third of revenue to the Company, showing a steady 
cooperative relationship with the Company. 
The Company has implemented equity incentives and employee stock ownership plans 
many times, covering senior executives and technical elites in different departments, so as 
to promote the enthusiasm and stability of the core talent. Besides, a relatively long 
restricted trade period also displays the Company's firm determination to achieve long-term 
development, which helps stabilize investors' confidence in the Company.. 
 
 
 
 
 

 
 
 

 

BUY (Initiation) 
CMP CNY 82.74 

(Closing price as at 18 January) 

TARGET CNY 107 (+29.3%) 
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KEY FINANCIALS 

CNY mn FY21 FY22E FY23E FY24E 

Net Sales 3492  5260  7903  10156  

Net Profit 505  727  1103  1587  

EPS, CNY 1.23 1.76 2.67 3.84 

P/E, x 67.3  47.0  31.0  21.5  

BVPS, CNY 8.56 10.19 12.90 16.54 

P/BV, x 9.7  8.1  6.4  5.0  
DPS (CNY) 0.13 0.18 0.27 0.40 
Div. Yield (%) 0.2% 0.2% 0.3% 0.5% 

Source: Company reports, Phillip Securities Est. 
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The Company develops its traditional business with a focus on disc brakes, is 
making great efforts to develop the lightweight brake part business, and sees a 
large potential in domestic substitution in its intelligent electrical control business 
 
The Company's history can be divided into two phases. From 2004 to 2012, during 
the rapid development phase of China's automobile market, the Company mainly 
focused on mechanical brake products. The Company began to engage in the mass 
production of brake assemblies in 2005 and realized the mass production of parking 
brake calipers and vacuum boosters in 2008. Since 2012, due to the slowdown in the 
domestic automobile market and an increasingly notable upgrade trend of auto 
consumption, the Company has mainly focused on product upgrades and structural 
improvements. Specifically, electrical control brake products began to gradually 
increase. The Company has successively realized the mass production of new 
products such as ABS, EPB, aluminum steering knuckles, ESC, and WCBS, and became 
a tier-one supplier of GM in 2019. In 2022, the Company's business field expanded to 
automotive steering systems, further improving the layout of wire-controlled chassis. 
 
The constant business upgrades have promoted the Company to maintain high 
growth of its results. From 2013 to 2021, the Company's gross revenue rose from 
RMB442 million to RMB3.49 billion, with an eight-year CAGR of 29.5%; the 
attributable net profit increased from RMB32 million to RMB504.5 million, with a 
CAGR of 41.2%. It can be seen that the profit growth is higher than the revenue 
growth, showing a steady increase in profitability. 
 
 

Top line and bottom line trend 

 
Source: Company, Phillip Securities Hong Kong Research 

 
 
Judging from the revenue structure, among mechanical brake products, disc brakes 
were the main revenue source of the Company, with an eight-year CAGR of 17%. 
However, the growth rate and proportion of disc brakes have shown a year-by-year 
downward trend in recent years and the proportion of disc brakes to the revenue 
declined from 82% in 2014 to 30.42% in H1 2022, mainly because the downturn of 
the industry cycle, combined with automotive lightweighting and increased 
proportions of electrification, led to the replacement of traditional disc brakes by EPB, 
thus further leading to a decline in the revenue growth. Furthermore, affected by the 
buoyant costs of raw materials and stiff competition, the gross margin of the disc 
brake business has somewhat dropped in recent years. However, the project of 50 
thousand tons of cast iron and 10 thousand cast aluminum auto parts, which was put 
into operation in H2 2022 to replace externally provided materials in part, will reduce 
both procurement and transportation costs and help increase the product margin. In 
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H1 2022, the Company continued to increase 87 projects concerning disc brakes. 
With the construction of new capacity, we estimate that the business scale of disc 
brakes will keep a two-digit steady growth and provide stable sources of cash flows 
for the Company. 
 

Main Product revenue proportion breakdown 

 
Source: Company, Phillip Securities Hong Kong Research 

 
 
Among the Company's mechanical brake products, lightweight brake components 
mainly include cast aluminum steering knuckles, holders, and control arms. 
Compared with traditional cast iron products, cast aluminum products can reduce 
weight by 40% to 50%. With the ever-expanding automotive lightweighting demand, 
the Company's revenue from lightweight parts saw rapid growth, with a seven-year 
CAGR of 71%, and its proportion to the revenue grew from 2.5% in 2014 to 24% in H1 
2022. Lightweight parts are the Company's main products for export and their gross 
margin (over 30%) is notably higher than that of disc brakes. The factory with an 
annual capacity of 4 million cast aluminum steering knuckles, invested by the 
Company based on fundraising through bond issuance, will be put into operation in 
2023. In addition to reducing customs duties and transportation costs, its global 
supply capacity is expected to further increase and it is estimated that the overseas 
revenue from business of the department will see rapid growth. In the global context 
of carbon neutrality, automotive lightweighting development will enter the fast lane 
and we estimate that the growth rate of the Company's lightweighting business will 
reach 30% in the next three years. 
 
The other star department of the Company: The business concerning intelligent 
electrical control brake products showed a high growth trend. Its revenue jumped 
from RMB1.725 million in 2014 to RMB815 million in H1 2022, with a seven-year 
CAGR of 157%. Accordingly, its proportion to the revenue also rose significantly, from 
0.2% in 2014 to 39.9% in H1 2022. Specifically, the Company boasts prominent 
advantages in its EPB business in terms of technologies, products, and customer 
structure, ranking first among domestic enterprises with a domestic market share of 
around 8.3%. Currently, the domestic EPB market is still dominated by foreign-
invested enterprises. The total market share of the top three enterprises is around 
70%, so there is much room for domestic substitution. In 2021, the Company 
increased 83 EPB projects in 2021 and 34 EPB projects in H1 2022. Besides, there 
were 59 projects under R&D and 13 new projects for mass production. With the mass 
production of new models and the release of the new capability of 400 thousand sets 
of EPB in H2 2022, the sales volume and market share of WBTL are expected to 
further rise. 
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Another noteworthy product line of the department of intelligent electrical control 
brake products is the wire-controlled brake system. Based on its nature of quick 
responses and lightweight, especially the characteristic of significantly increasing 
endurance mileage with the recovery of available kinetic energy, it is particularly 
beneficial to new energy vehicles and makes the standard match for intelligent drive 
and new energy vehicles of above L2. At present, the penetration rate of wire-
controlled brake products around the world is less than 7%, which is expected to 
reach 23% in 2025. Based on its ESP experience, WBTL became the first enterprise to 
release one-box WCBS products among local brands in 2019, which broke the 
monopoly by foreign-invested enterprises. In 2021, the Company realized the mass 
production of the products, and three models were put into mass production in the 
year. In H1 2022, WBTL increased 26 WCBS projects under R&D, four projects for 
mass production, and 34 new projects. Besides, orders in hand have increased rapidly 
and the shipment from 2022 to 2024 is expected to reach 0.3/1.5/2 million sets, 
respectively. In terms of capacity, the Company increased four wire-controlled brake 
lines in 2022. Specifically, the second and third product lines were put into operation 
in H2 2022 and the fourth and fifth product lines will be put into operation in H1 2023. 
Consequently, the capacity will be able to reach 1 million sets by the end of 2022. The 
next-generation WCBS2.0, which can meet the function of automatic driving of L4 or 
above, is being developed. In the future, the product line is expected to realize mass 
production. 
 
Besides, there are broad development prospects and huge space for domestic 
substitution in such product lines as electric tailgate, ADAS, and wire-controlled 
steering operated by the Company. In H1 2022, the Company increased 13 ADAS 
projects under R&D, two projects for mass production, and one new project. It is 
estimated nine more projects will realize mass production in H2. In addition, the 
Company increased five electric tailgate projects under R&D and three new projects. 
 
Automotive intelligence is a long-term trend in the industry, in which the intelligent 
electrical control brake field plays an important role. Under the trend of reduced 
costs of parts, high-quality domestic manufacturers are gradually infiltrating from 
low-end models to high-end models and are continuously narrowing their gaps with 
international giants. Once the maturity of technologies and manufacturing process 
exceeds the tipping point, they are expected to successfully achieve domestic 
substitution based on cost advantages. As one of a few local enterprises that own 
independent intellectual property rights and can realize the mass production of EPB, 
ESC, ABS, and WCBS products, the Company is expected to achieve domestic 
substitution by expanding customer groups. The intelligent electrical control business 
is creating a second growth curve for the Company. 
 
 

Investment Thesis & Valuation 
In the first three quarters of 2022, WBTL reported operating revenue of RMB3,684 
million, up 58.23% yoy. The net profit attributable to the parent company registered 
RMB478 million, up 29.7% yoy. Specifically, in Q3, WBTL reported operating revenue 
of RMB1,570 million, up 99.49% yoy. The net profit attributable to the parent 
company registered RMB198 million, up 54.73% yoy. The profit in Q3 hit a record 
high, mainly due to the rapid market expansion and the increased proportion of 
lightweight and electrical control brake business. In Q3, the revenue from intelligent 
electrical control products and lightweight brake parts rose by nearly 100% and 47%, 
respectively (their proportions to the revenue of the major business reached 36% and 
20%, respectively). Affected by the consolidation of Wanda Automobile, the gross 
margin of the Company slightly declined, which stood at 21.78% in Q3, down 2.75pct 
yoy. Due to the intensified efforts in market expansion and rapid growth of projects 
for mass production, the R&D expenses rose by 69% yoy. 
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WBTL has clear independent capabilities for wire-controlled product integration and 
technology iterations. In the short run, the Company benefits from the rapid mass 
production in the lightweight and EPB business. In the medium and long run, its 
intelligent electrical control business is expected to create a second growth curve. 
Therefore, with resilient results in the future, the Company should enjoy a certain 
valuation premium. We expected diluted EPS of the Company to RMB 1.77/2.68/3.86 
of 2022/2023/2024. And we accordingly gave the target price to 107, respectively 40x 
P/E for 2023. "BUY" rating. (Closing price as at 18 January) 
 

 

Peer Comparison 

 
Source: Wind, 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.   

©  2023 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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