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Driving Growth
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Company profile

Neway Valve is a leading domestic provider of middle-to-high-end industrial valves,
specializing in comprehensive industrial valve solutions for petroleum, chemical, natural gas,
electricity and other energy sectors. Currently, beyond traditional petroleum and natural gas
projects, the Company's products are rapidly expanding into LNG, fine chemical and nuclear
power markets, and are utilized in clean energy development projects such as offshore wind
power, hydrogen energy, geothermal energy, bioenergy, solar energy, and carbon capture
initiatives.

Investment Summary

Steady Performance Growth with Sustained Profitability

From 2016 to 2023, the Company experienced continuous growth in both revenue and net
profit. Revenue increased from RMB2.05 billion to RMB5.54 billion, representing a
compound annual growth rate (CAGR) of 15.3%. Net profit attributable to the parent
company grew from RMB220 million to RMB720 million, with a CAGR of 18.5%. From Q1 to
Q3 2024, the Company achieved operating income of RMB4,455 million (up 5.09% year-on-
year) and net profit attributable to the parent company of RMB828 million (up 40.69% year-
on-year). The Company's products are closely tied to oil prices. In 2023 and the first three
quarters of 2024, the global demand for energy infrastructure increased significantly, driving
strong growth in the Company's offshore business, leading to notable improvements in
orders, sales, etc. Additionally, steel prices remain in a downward trend, and the decline in
raw material prices has contributed to a significant increase in the Company's gross margin.
According to the monitoring statistics of China Iron and Steel Association, the average China
Steel Price Index in the first three quarters of 2024 stood at 103.66 points, reflecting a year-
on-year decrease of 7.67%. Meanwhile, the average import price of iron ore was USD111.6
per ton, marking a year-on-year decline of 0.8%. In the first three quarters of 2024, the
Company recorded a gross margin of sales of 36.72% (up 5.78pct year-on-year). The growth
rate of profit significantly outpaced that of revenue, demonstrating the Company's strong
profitability.

Overseas Revenue Expected to Achieve High Growth Rate

The global valve industry offers a vast market potential with a fragmented competitive
landscape, offering substantial opportunities for the growth of domestic manufacturers. As
reported by Global Information, the global industrial valve market was valued at USD72.2
billion in 2023, and is expected to reach USD134.68 billion by 2032, with a CAGR of 7.17%.
The global valve market is highly fragmented, with the industry leader CR9 holding only 13%
of the total market share in 2022. The Company's global market share is approximately 1%,
indicating significant room for growth. Owing to the deepening of "Belt and Road"
cooperation and "Going Global" of domestic EPC general contractors, the Company's
overseas revenue is expected to experience rapid growth.
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KEY FINANCIALS

CNY mn FY23 FY24E FY25E FY26E
Net Sales 5544 6312 7377 8641
Net Profit 722 987 1233 1453
EPS, CNY 09 130 160 1.89
P/E, x 284 210 17.0 144
BVPS, CNY 492 548 634 761
P/BV, x 5.5 5.0 4.3 3.6
DPS (CNY) 0.52 072 082 0.90
Div. Yield (%) 1.9% 26% 3.0% 3.3%

Source: Company reports, Phillip Securities Est.
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Smooth Expansion across Multiple Downstream Industries, with Thriving Sectors
Driving Growth

In recent years, industries such as oil and gas and nuclear power have experienced
significant growth, with shipbuilding orders, capital expenditures on offshore oil and
gas exploration, and LNG compression and transportation projects remaining at
elevated levels, driving increased demand in the valve industry. The Company
continues to expand its downstream presence, maintaining intensive strategic
partnerships with global energy giants such as SHELL, TOTAL, PetroChina and Sinopec
engaging in traditional oil and gas projects. At the same time, it is increasing its
penetration into sectors such as natural gas, fine chemicals, marine engineering,
power plans, long-distance pipelines, and new energy. In the first half of 2024, the
Company successfully undertook several international FPSO projects and won
domestic first-level certifications for packaged procurement of high-end nuclear
power products such as gate valves, globe valves and check valves. The increases in
the volume of new business and the market share are set to further drive the
Company's performance growth.

Investment Thesis

As a leader in middle- and high-end industrial valves, the Company focuses on
advancing technology and processes, continuously enhancing its R&D, production
and supply capabilities across the upstream industrial chain. By fostering deep,
mutual development with high-end users at home and abroad, the Company has
established strong industry barriers, enabling it to benefit from both domestic import
substitution with high-end products and the global industry boom, offering significant
potential for growth. We are highly optimistic about the Company's development, as
it demonstrates strong growth potential and robust industry barriers, positioning it to
command a premium.

As for valuation, we expected diluted EPS of the Company to RMB 1.30/1.60/1.89 of
2024/2025/2026. And we accordingly gave the target price to RMB 30.5, respectively
19x P/E for 2025. "Accumulate" rating. (Closing price as at 10 February)

Historical P/E Band

Source: Wind, Company, Phillip Securities Hong Kong Research

Risk

Progress of new production line is below expectations
Macroeconomic downturn affects product demand

Sharply rising raw material prices or sharply falling product prices

Page | 2 | PHILLIPCAPITAL HONGKONG RESEAREH



P PhillipCapital

Financials

FYE DEC FY22 FY23 FY24F FY25F FY26F
Valuation Ratios

P/E (X), ad]. 44.0 28.4 21.0 17.0 14.4
P/B (X) 6.3 5.5 5.0 4.3 3.6
Dividend payout ratio(%) 58.1% 54.2% 55.5% 51.1% 47.6%
Dividend Yield (%) 1.3% 1.9% 2.6% 3.0% 3.3%
Per share data (RMB)

EPS, (Basic) 0.62 0.96 1.30 1.60 1.89
EPS, (Diluted) 0.62 0.96 1.30 1.60 1.89
DPS 0.36 0.52 0.72 0.82 0.90
BVPS 4.34 4.92 5.48 6.34 7.61

Growth & Margins (%)

Growth

Revenue 2.5% 36.6% 13.8% 16.9% 17.1%
EBIT 9.7% 66.1% 51.0% 23.4% 18.3%
Net Income, adj. 23.4% 54.2% 36.8% 24.9% 17.8%
Margins

Gross margin 29.7% 30.7% 35.3% 35.7% 35.7%
EBIT margin 11.6% 14.1% 18.8% 19.8% 20.0%
Net Profit Margin 11.5% 13.0% 15.6% 16.7% 16.8%
Key Ratios

ROE 15.03% 20.73% 24.97% 27.14% 27.09%
Income Statement (RMB mn)

Revenue 4059 5544 6312 7377 8641
Gross profit 1207 1702 2229 2630 3088
EBIT 472 784 1184 1462 1729
Profit before tax 551 849 1187 1487 1753
Tax 74 115 184 230 272
Profit for the period 476 734 1003 1256 1482
Minority interests 8 12 16 23 29
Total capital share 749 760 760 769 769
Net profit 468 722 987 1233 1453
Source: PSR

(Closing price as at 10 February)
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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.
© 2025 Phillip Securities (Hong Kong) Limited
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