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Globalization layout continues to advance, capacity

expansion add up growth pace
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Company profile:

Xinquan Co., Ltd., founded in 2001, offers a full range of interior and exterior trim assembly
products for both commercial vehicles and passenger vehicles. With industry-leading
process competence, cost control capability and technical strength, the Company is capable
of simultaneous development with OEMs.

In 2023, Xinquan recorded a total income of RMB10.57 billion and a net profit of RMB810
million, up 52% and 70.24% yoy, respectively. Among principal products in particular, the
operating income of the instrument plate assembly section contributed RMB6.98 billion to
the operating income, the overhead filing cabinet assembly section contributed RMB130
million, the door panel assembly section, RMB1.75 billion, the interior accessories section,
RMB370 million, the bumper assembly section, RMB90 million, and the exterior accessories
section, RMB180 million, up 53.1%, 148.6, 37.1%, 40.7%, 112.6% and 202.0% vyoyr,
respectively, leading to a gross margin of 22.02%, 12.26%, 16.43%, 19.79%, 31.33% and
5.26%, respectively.

Overseas merger and acquisition and high-quality asset of large shareholders constantly
improve the overall product strength of the Company. Since the listing, the Company's result
has maintained steady, rapid growth. Its revenue increased from RMB133 million in 2002 to
RMB10.84 billion in 2018 with the annual compound growth rate of 31.6%. The net profit
rate increased from RMB16 million to RMB1.29 billion, with the compound growth rate of
31.3%. The Company's profitability is relatively strong with the current gross profit margin of
approximate 30%, net profit margin of 12%, ROE of 15% to 16% and asset-liability ratio of
37% only. The HVAC&R unit contributes most to gross profit and Aweco contributes the
least due to relatively high production cost in Europe.

Investment Summary

With High-quality Clients in Hand, Xinquan Realized Rapid Business Development

Xinquan has realized mass production of trim products for key independent vehicle
manufacturers, such as SAIC, Chang'an, Geely, GAC, BYD and Great Wall, since 2019, and in
2020, it became a supplier to Tesla, and started mass production of trim products for Tesla
in 2021 In 2021, 2022 and 2023, the Company's operating income rose by 25.3%, 50.6% and
52.2% yoy to RMB4.61 billion, RMB6.95 billion and RMB10.57 billion, respectively, indicating
its rapid business development. Tesla, Geely, Chery, Li and BYD were the Company's top five
clients in 2023, contributing 22%, 19%, 16%, 9% and 5%, respectively, to the Company's
operating income, which is expected to continue to grow at high rates in the future with the
constant development of new energy vehicle manufacturers such as Tesla. In 2024H1, the
Company recorded an total income of RM6.1 billion, up 33% yoy, and a net profit of RMB
411 million attributable to the parent company, up 34.75% yoy, the result of sales volume
increases of the OEM clients and the lift share of the Company among the OEM clients. The
China Association of Automobile Manufacturers reported that Chinese vehicle
manufacturers produced 13.25 million vehicles in H1, up 9.3% yoy, among which, Geely and
Chery, the Company's core clients, saw a rapid yoy growth of the sales volume, being 41%
and 48%, respectively, and Li, the Company's new-force client, saw a yoy growth of 36%.
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Exterior Trim Business Gave Rise to Another Growth Pole

The Company has been planning exterior trim business for long although it focused
on the interior trim sector before and exterior trim business contributed little to its
operating income. It has become a fixed supplier of the exterior trim products of
Chery and Li in recent years, and is going to realize the mass production of such
products in 2024, which will be a turning point for the development of its exterior
trim business. It is expected that in 2024, 2025 and 2026, the Company will see an
operating income of RMBO0.9billion, RMB2.5 billion and RMB3.5 billion from its
exterior trim business, significantly more than that in past years.e.

Globalization layout continues to advance, capacity expansion add up growth pace
In 2023, the Company's production capacity for large-scale product was 7.42 million
sets, with a total output of 7.217 million sets (including 6.628 million sets of
instrument panel assemblies); The production capacity of medium-sized products
was 29.656 million sets, and the output is 29.832 million sets. The Company
continues to expand capacity in Hefei, Anging, Changzhou, Shanghai, Mexico and
other places around the vehicle OEM factory. Currently, the capacity under
construction for large and medium-sized products is 5.6 million sets, including 2.1
million sets of instrument panel assemblies, 1.2 million sets of door panels, 0.4
million sets of seat back panels, 0.5 million sets of car wheel arch decorative panels,
0.5 million sets of tailgate/fender assemblies, and 0.9 million sets of bumper
assemblies and other supporting components. In 2023, the Company made an
additional investment of 145 million US dollars in Mexico's Xinquan. It is expected
that 0.8 million sets of instrument panel assemblies and 0.4million sets of seat back
panels will be put into production by the end of 2024, injecting new impetus into the
result's growth. At the same time, the Company further invested 65 million euros to
establish a subsidiary in Slovakia and 50 million US dollars (4 million US dollars in
California and 46 million US dollars in Texas) to establish a subsidiary in the United
States for R&D, manufacturing, and sales, and expansion into overseas markets.

The third phase of employee stock ownership plan is steadily advancing, binding
core personnel to ensure the long-term development

In January 2024, the Company announced a repurchase plan of 80-120 million,
intended to be used for implementing employee stock ownership plans or equity
incentives. In April 2024, the Company announced the third phase of its employee
stock ownership plan, which plans to provide no more than 400 million shares of
stock for no more than 1100 employees, deeply binding core personnel to ensure the
long-term development of the Company.

Investment Thesis

Xinquan is a promising domestic automotive interior and exterior decoration
enterprise. With the continuous expansion of the clients base and production
capacity, it is expected to maintain sustained growth. We are optimistic about the
long-term development of the Company and expect EPS to be 2.25/2.94/3.65 yuan
respectively for 2024/2025/2026, a yoy increase of 36.6%/30.3%/24.5%. We offer a
target price of 55.7 yuan, respectively 24.7/19/15.2x P/E for 2024/2025/2026, and an
"Accumulate" rating. (Closing price as at 28 October)

Risk

Progress of new production line is below expectations

Electric vehicle sales fall short of expectations

Macroeconomic downturn affects product demand

Sharply rising raw material prices or sharply falling product prices
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Financials

FYE DEC FY21 FY22 FY23 FY24F FY25F FY26F
Valuation Ratios

P/E (X), adj. 67.9 52.5 30.8 22.6 17.3 139
P/B (X) 5.2 6.1 5.0 4.2 35 2.9
Dividend payout ratio(%) 40.0% 30.9% 18.2% 20.0% 20.4% 20.8%
Dividend Yield (%) 0.6% 0.6% 0.6% 0.9% 1.2% 1.5%
Per share data (RMB)

EPS, (Basic) 0.75 0.97 1.65 2.25 2.94 3.65
EPS, (Diluted) 0.75 0.97 1.65 2.25 2.94 3.65
DPS 0.30 0.30 0.30 0.45 0.60 0.76
BVPS 9.88 8.37 10.17 11.99 14.43 17.35

Growth & Margins (%)

Growth

Revenue 25.3% 26.8% 52.2% 29.4% 27.4% 22.9%
EBIT 2.0% 38.4% 71.6% 41.8% 27.4% 20.6%
Net Income, adj. 10.2% 78.4% 71.2% 36.3% 30.3% 24.5%
Margins

Gross margin 21.3% 19.7% 20.0% 20.6% 21.0% 21.0%
EBIT margin 7.4% 7.7% 8.7% 9.6% 9.6% 9.4%
Net Profit Margin 6.2% 6.8% 7.6% 8.0% 8.2% 8.3%
Key Ratios

ROE 7.9% 12.1% 17.8% 20.3% 22.2% 23.0%

Income Statement (RMB mn)

Revenue 4613 6947 10572 13678 17421 21418
Gross profit 983 1371 2120 2818 3658 4498
EBIT 339 537 922 1307 1665 2007
Profit before tax 302 524 914 1232 1599 1996
Tax 16 51 109 136 169 214
Profit for the period 286 473 805 1096 1429 1782
Minority interests 2 2 0 2 -1 2
Total capital share 374.85 487.3 487.3 487.3 487.3 487.3
Net profit 284 471 806 1098 1431 1780
Source: PSR

(Closing price as at 28 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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