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With a Conservative Target for 2023, the Company Will
Accelerate the Launch of New Models

Hong Kong | Automobile | Update Report

Company Profile

Currently, GAC's major segments cover R&D, vehicle (automobiles and motorcycles), parts,
commerce services, financial services, and mobile travel service, developing a complete
cycle of the automotive industry chain. By adhering to the strategy of "joint ventures + self-
owned brands", the Company owns six major brands including GAC Honda, GAC Toyota, GAC
Motor, GAC Aion, and GAC Mitsubishi, as well as many best-selling models. GAC currently
has a market share of 9.54% in China.

Investment Summary

22's Annual Sales Volume Outperforming by +13.5% Yoy; 23Jan's Sales in-line by -38%
GAC's total sales volume reached 2,433.8 thousand units in 2022, up 13.5% yoy, above the
industry growth rate of 9.5%, with a target completion rate of 100%. Specifically, the
cumulative sale volume of new energy vehicles reached 309.5 thousand units, up 116.7%
yoy.

On a closer look at brands, mainly benefiting from the excellent performance of the pure
electric vehicle brand GAC Aion (up 125.7% yoy), self-owned brands displayed strong
performance, with the sale volume growing by 42.6% yoy to 634 thousand units, of which
new energy vehicles accounted for 43%, providing strong support for the Company's new-
energy development strategy. Among the joint venture brands, GAC Toyota's sales volume
rose sharply to 1,005 thousand units, up 21% yoy, exceeding 1,000 thousand units for the
first time; GAC Honda, which was largely affected by the chip shortage, performed poorly,
with the sales volume dropping slightly by 4.9% yoy to 742 thousand units; due to aging
models, GAC Mitsubishi's sales volume was under pressure, falling substantially by 49% yoy
to 33.6 thousand units for the whole year.

Due to the reduction in working days due to the early Spring Festival holiday, the
aggravation of consumers' wait-and-see mentality after the expiration of the purchase
subsidy at the end of last year, and the overdraft effect last year, GAC's total sales volume
was 147 thousand units in January 2023, down 38.1% yoy, basically keeping pace with the
broad market. The sales volume of GAC Honda, GAC Toyota, GAC Motor, GAC Aion, and GAC
Mitsubishi decreased by 51%, 24%, 36%, 49%, and 69% yoy, respectively.

With a Conservative Target for 2023, the Company Will Accelerate the Launch of New
Models

The Company's management expected to report a total revenue of RMB514.45 billion in
2022, up approximately 19.7% yoy, and a total profit and tax of RMB65.19 billion (by the
statistical standard), up approximately 13.2% yoy. The management has given conservative
guidance for sales target for 2023, aiming for a 10% yoy increase in sales volume to
approximately 2,677 thousand units, continuing to grow faster than the industry average.

In terms of new models, GAC Toyota released the fifth-generation Toyota hybrid system
(THS) at the Guangzhou Auto Show last year. On this basis, it plans to release and upgrade
12 products of dual-engine hybrid system in 2023 to realize the intelligent electric hybrid
system of all models on the TNGA platform; its pure electric brand bZ series will have at
least one new model introduced in 2023 and approximately four new models introduced in
the three years by 2025.
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KEY FINANCIALS

CNY mn FY21 FY22E FY23E FY24E
Net Sales 75,676105,408122,798 146,358
Net Profit 7,511 10,140 11,374 15,070
EPS, CNY 0.73 097 1.08 144
P/E, x 5.8 4.9 4.3 33
BVPS, CNY 8.71  9.57 10.35 11.47
P/BV, x 0.5 0.5 0.5 0.4
DPS (CNY) 022 030 033 044
Div. Yield (%) 51% 64% 7.0% 9.4%

Source: Company reports, Phillip Securities Est.
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As for GAC Honda, the Vezel, Haoying upgrade, and Honda Vezel e: HEV were
launched successively during the fourth quarter of last year, and the Accord upgrade
is expected to be launched in early 2023. GAC Honda e: NP1 pure electric SUV was
launched in 2022. The pace of one new electric vehicle model per year will be
maintained from 2023 to 2026, and the new pure electric vehicle plant will be put
into operation in 2024.

There Are Still Plenty of Focus on Self-owned Brands

In line with the "XEV + ICV" dual-core driven development strategy, GAC Trumpchi
plans to launch M6 upgrade, GS3 upgrade and two additional PHEV models in 2023.
The new Trumpchi GS3 Shadow Speed, launched at the end of last year, is based on
the Global Platform Modular Architecture (GPMA) and aims at the national market
for cost-effective SUVs sold at RMB100 thousand. GAC Aion plans to launch a new B-
level sedan based on the AEP3.0 platform in H1 and H2 of 2023. Its high-end brand
Hyper released the second model, HyperGT, which is expected to drive the brand to
develop the market for sedans sold at RMB300 thousand. In addition, the first model
of the cooperation between GAC and Huawei will be mass-produced by the end of
2023. Recently, GAC Aion has completed the A-round financing. The listing process is
steadily advancing, and the valuation of more than RMB100 billion shows the market
confidence in its future development.

Investment Thesis

Looking ahead, after the supply chain restoration, the joint venture brands GAC
Honda and GAC Toyota are accelerating the electrification layout, and the
profitability is expected to improve; amid the trend of continuous increase in the
penetration rate of new energy vehicles in China, self-owned brands are expected to
benefit from the scale effects and continue to open up the space for growth.

We revised the Company's 2022/2023 and introduced 2024 earnings EPS forecast to
0.97/1.08/1.44 yuan. We maintain the "Buy" rating with the target price to HKD 9.1,
equivalent to 8.4/7.5/5.7x P/E and 0.85/0.79/0.71x P/B ratio in 2022/2023/2024.
(Closing price as at 1 March)
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GAC'’s quarterly net profit
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GAC’s Forward P/E Trend

2238 HK Equity
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Financials

FYE DEC FY19 FY20 FY21 FY22F FY23F FY24F
Valuation Ratios

P/E (X), ad]. 7.3 7.6 5.8 4.9 4.3 3.3
P/B (X) 0.60 0.54 0.49 0.49 0.45 0.41

Dividend payout Yield (%) 31.1% 31.0% 30.2% 30.8% 30.3% 30.5%
Dividend Yield (%) 4.2% 4.1% 5.1% 6.4% 7.0% 9.4%
Per share data (RMB)

EPS, reported 0.65 0.58 0.73 0.97 1.08 1.44
EPS, adj. 0.64 0.58 0.73 0.97 1.09 1.44
DPS 0.20 0.18 0.22 0.30 0.33 0.44
BVPS 7.83 8.24 8.71 9.57 10.35 11.47
Growth & Margins (%)

Growth

Revenue -17.5% 5.8% 19.8% 39.3% 16.5% 19.2%
EBIT -45.6% -10.1% 33.2% 30.8% 171% 30.4%
Net Income, adj. -39.3% -9.9% 25.9% 35.0% 12.2% 32.5%
Margins

Gross margin 4.2% 3.6% 5.2% 4.7% 6.7% 8.7%
EBIT margin 10.7% 9.1% 10.1% 9.5% 9.6% 10.5%
Net Profit Margin 11.1% 9.4% 9.9% 9.6% 9.3% 10.3%
Key Ratios

ROE (%) 8.4% 7.2% 8.6% 10.6% 10.9% 13.2%
ROA (%) 4.9% 4.3% 51% 6.2% 6.3% 7.6%
Income Statement (RMB mn)

Revenue 59704 63157 75676 105408 122798 146358
Gross profit 2523 2296 3899 4933 8227 12689

EBIT 6400 5755 7664 10024 11740 15308

Profit before tax 6292 5692 7412 9989 11632 15406

Tax 417 356 154 220 -138 -183

Profit for the period 6709 6048 7566 10208 11494 15223

Minority interests 93 84 55 68 120 153

Total capital share 10236 10238 10371 10487 10490 10490

Net profit 6616 5964 7511 10140 11374 15070

Source: PSR

(Closing price as at 1 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.
© 2023 Phillip Securities (Hong Kong) Limited
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