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Overseas part continues to lead the way and the battery
house business maintains growth momentum

China | Automobile parts | Company Updates

Company Profile

Minth Group is a world-renowned supplier engaged in the design, manufacturing and sales
of automotive interior and exterior trim and body structure parts. The domestic market
share of its core products exceeds 30%. The company has production bases in China, the
United States, Mexico, Thailand, Germany, Serbia and other countries, and its customers
cover major vehicle companies in the market. Based on a variety of new materials and
surface treatment technologies, in recent years the company has developed new electrified
and smart product lines such as aluminum power battery boxes and smart front faces,
forming a series of competitive terminal products.

Investment Summary

Earn 20% in over half a year in 2024, and exhibit an improvement in gross margin

Minth Group, in H1 of 2024, recorded a total revenue of RMB11.09 billion, up 13.78% yoy
and 1.85% hoh. The net profit attributable to the parent company hit RMB1,068 million, up
20.4% yoy and 6% hoh. The main reason is the economies of scale driven by revenue growth,
the continuous increase in the capacity utilization of the production line of battery house
and the yoy increase in gross profit of each product line compared with 2023 due to the cost
reduction and efficiency measures pushed by each product line. As a result, the Company
generally maintained a good level of profitability.

During the Reporting Period, the gross margin was approximately 28.5%, up 2.2 ppts year on
year. It was mainly driven by the increase in segment margin of plastic products and battery
house by 2.0 ppts and 2.7 ppts, respectively. Specifically, the segment margin of the battery
house business reached 20.6%, one step closer to the 25% target.

The Company's yoy selling expenses, administration expenses, and R&D expense ratio
increased by 1.1 ppts, 0.3 ppts, and 0.1 ppts, respectively, to 4.8%, 6.7%, and 6.4%. It was
mainly due to the rise in transportation costs due to the Red Sea Crisis, the expense rise due
to the increase in international business volume, and R&D investment in continuously
innovative products and new material technologies. However, the rise in gross margin has
offset the increase in expense ratio. The net profit margin increased by 0.47 ppts year on
year to 9.63%..

Overseas part continues to lead the way and the battery house business maintains growth
momentum

The Company continuously optimizes the operating efficiency of global factories. It has built
"hub" central factories in various operating regions around the world, and established
satellite factories around the hub factories, so as to achieve global capacity synergy and
continuously improve the collaborative operation efficiency between various product lines.
Among all regions, China's turnover was approximately RMB4,526 million, up around 7.5%
yoy, which mainly benefited from the increase in the battery house and Chinese brand
business. The turnover internationally was approximately RMB6.56 billion, up roughly 18.6%
yoy, accounting for 59.2% from 56.8% in H1 of 2023. This was mainly a result of the rapid
growth in the battery house business and the increase in traditional product business in
North America and Asia Pacific..
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During the Reporting Period, the turnover of such products as battery house, body
and chassis structural parts, and smart exterior parts maintained rapid growth, while
traditional products recorded stable growth. On a closer look at product lines, the
revenues of the four segments, namely metal and trim products, plastic products,
aluminum products, and battery house products, amounted to RMB2,542 million,
RMB2,843 million, RMB2,372 million, and RMB2,391 million, up by 1.2%, 14.3%,
14.04%, and 32.7% year-on-year, respectively. The segment margin was 26.6%, 24.1%,
35%, and 20.6%, respectively, except for the decrease in aluminum products by 0.9%,
the segment margin increased by 0.3 ppts, 2.0 ppts, and 2.7 ppts, respectively. With
the rapid volume growth of multiple product lines in Europe, the gross margin of the
battery house is expected to continue to benefit from the scale effect.

Following market changes, the Company has focused on the business expansion of
Chinese brands and new car-making forces while working hard to gain new business
orders from European Japanese, and Korean OEMs in the international market,
making steady progress. The turnover of Chinese brands has increased by 2.3 ppts
from 12.4% in H1 of 2023 to 14.7% during the Reporting Period and the market share
of the European brands has grown by 2.2 ppts to 41.7%.

The Company turned its free cash flow positive and the repurchase and the
resumption of dividends have manifested the Management's confidence

Capital expenditure in H1 of the year fell 45.7% year on year to RMB1,093 million,
and the full-year guidance is no more than RMB2.5 billion. After years of investment
and construction of new business capacity (in particular, the layout of overseas
factories), the Company has survived the stage of high investment and is expected to
focus on equipment renewal and flexible transformation investment in the future.
The Company's cash flow has also improved, with free cash flow going from negative
(-RMB417 million) to positive (+ RMB637 million). It is expected to resume its
suspended one-year dividend by the end of the year. Meanwhile, the Company has
announced that it plans to use no more than HKS500 million for share repurchase,
which conveys the confidence of the Management in the future development of the
Company.

In H1, the Company undertook new orders worth an annualized turnover of RMB6.3
billion, and the orders in hand were RMB236 billion, up RMB31 billion yoy. The
Company continues to invest in R&D for innovative products and new materials
including battery house, body and chassis structural parts, smart integrated exterior
parts, hydrogen storage system, and storage and charging machine, and has gained
multiple new business orders. Moreover, the development of new product tracks
such as battery cell structural parts that have been laid out will drive the Company's
long-term sustainable development..

Valuation
We slightly decreased the expected earnings per share for 2024/2025 to 1.97/2.35

(from 2.17/2.53) , taking into account the pressure on the overall gross profit

margin from new business during the ramp-up period.

We believe that it is reasonable to give the Company a valuation of 10.5/8.8/7.4x P/E
and 1.2/1.1/1.0x P/B for 2024/2025/2026, equivalent to target price of HKS 22.65
and BUY rating. (Closing price as at 17 October)
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Financials

FYE DEC FY22 FY23 FY24F FY25F FY26F
Valuation Ratios

P/E (X), ad. 9.8 7.9 6.6 5.6 4.7

P/B (X) 0.9 0.8 0.7 0.7 0.6

Dividend Yield (%) 3.7% 0.0% 5.6% 6.7% 7.9%
Per share data (RMB)

EPS, (Basic) 1.29 1.64 1.97 2.35 2.78

EPS, (Diluted) 1.29 1.64 1.97 2.35 2.78

DPS(HKD) 0.52 0.00 0.80 0.95 1.12

BVPS 14.56 15.77 17.69 19.23 21.06

Growth & Margins (%)

Growth

Revenue 24.3% 18.6% 19.3% 14.5% 14.7%
EBIT -3.2% 38.6% 18.7% 15.2% 15.3%
Net Income, ad]. 0.3% 26.8% 20.2% 19.3% 18.3%
Margins

Gross margin 27.6% 27.4% 28.1% 28.7% 29.1%
EBIT margin 11.8% 13.8% 13.7% 13.8% 13.9%
Net Profit Margin 8.7% 9.3% 9.3% 9.7% 10.0%
Key Ratios

ROE 9.1% 10.8% 11.8% 12.7% 13.8%

Income Statement (RMB mn)

Revenue 17306 20524 24487 28026 32133
Gross profit 4784 5622 6876 8049 9338
EBIT 2042 2831 3361 3872 4463
Profit before tax 1779 2315 2781 3316 3929
Tax 249 351 431 507 605
Profit for the period 1530 1964 2350 2808 3324
Minority interests 29.777 60.762 63 81 98
Total capital share 1162 1162 1162 1162 1162
Net profit 1501 1903 2287 2727 3226
Source: PSR

(Closing price as at 17 October)
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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.
© 2024 Phillip Securities (Hong Kong) Limited
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