EQUITY RESEARCH

Fuyao Glass (3606 HK)

Strong Performance

China | Auto & Parts | Company Update

Investment Summary

Strong Result Performance in Q3

In the first three quarters of 2024, Fuyao Glass recorded total revenue of RMB28,314 million,
up 18.84% yoy and its net profit attributable to the parent company was RMB5,479 million,
up 32.79% yoy, both reaching record highs. In Q3, the operating revenue was RMB9.97
billion (RMB, the same below), up 13.4% yoy; the net profit attributable to the parent
company was RMB1.98 billion, up 53.5% yoy.

The Chinese automobile market sold a total of 21.571 million vehicles in the first three
quarters of 2024, up 2.4% yoy. The sales volume of new light vehicles in the US increased
slightly by 0.7% yoy. In the first three quarters, Fuyao Glass's revenue growth far exceeded
the industry average, demonstrating that as a leading company, Fuyao Glass has seen
continuous enhancement of its overall competitiveness and siphon effect and further
expansion of its market share.

Profitability Improvement

The net profit growth significantly outpaced revenue growth, benefiting from a rapid
increase in profitability, and driven primarily by the following factors:

1) The product mix continues to be optimized and upgraded, raising the proportion of high-
value-added products. In the first three quarters, the proportion of the Company's high-
value-added products reached 58.18%, up 5.25 ppts yoy, with an increase of 8.84% in the
ASP.

2) The shipping cost has decreased, and the costs of raw materials such as soda ash and
natural gas have experienced a further decline. The Company's gross profit margin for the
first three quarters reached 37.82%, up by 2.88 ppts yoy. The gross profit margin for Q3
stood at 38.78%, up 2.47 ppts yoy and 1.05 ppts qoq, respectively.

3) The scale effect has amplified the operating leverage and increased capacity utilization,
while advancing the process of automation and informatization, thereby improving
operational efficiency and enhancing factory profitability. For example, the net profit margin
of the US factory in H1 increased by 4.05 ppts yoy. In the first three quarters, the Company's
sales expense ratio was 4.30%, down 0.27 ppts yoy; the administration expense ratio was
7.36%, down 0.06 ppts yoy.

However, the expenses were partially offset by the following factors:

1) The financial expense ratio was -1.59%, up 0.77 ppts yoy, mainly due to changes in
exchange gains and losses. This period saw an exchange loss of RMB138 million, compared
to an exchange gain of RMB335 million in the same period last year, affecting pre-tax profit
by RMB473 million.

2) Due to the termination of the transfer of the remaining 24% equity of Beijing Futong, the
investment income decreased by RMB212 million.

As of the end of Q3, the Company's financial position has been good, with cash in hand and
bank deposits of RMB19.76 billion, in a net cash position.
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KEY FINANCIALS

CNY mn FY23 FY24E FY25E FY26E
Net Sales 33161 39064 46173 54946
Net Profit 5629 7438 8568 9780
EPS, CNY 2.16 285 328 3.75
P/E, x 220 172 149 131
BVPS, CNY 12.05 13.61 15.17 16.92
P/BV, x 39 36 32 29
DPS (CNY) 130 172 200 2.30
Div. Yield (%) 2.7% 35% 4.1% 4.7%

Source: Company reports, Phillip Securities Est.
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CAPEX has increased, German FYSAM has turned profitable, and the high-end trend
in automotive glass is expected to drive continued result growth

To meet market development needs, the Company has been in the third round of
accelerated capital expenditure in the past two years. Under the guidelines of the
management, the capital expenditures for the 2025 plan are RMB7-7.5 billion, slightly
lower than the RMBS billion planned for 2024. The capital expenditure will be mainly
used for the capacity expansion of new factories in Fuqing, Fujian and Hefei, Anhui,
the expansion project in the second phase of the automotive glass in the US, and the
aluminium trim project in Shanghai and Fuging/Changchun, to further enhance global
market share.

From January to September 2024, German FYSAM reported an operating income of -
EUR6.65 million, down EUR17.06 million yoy. German FYSAM is on the verge of
turning loss into profit.

With the continuous advancement of automotive intelligence, the improvement of
assisted driving levels, the application and development of various new technologies
and scenarios, and the enhancement of user experience consumption, the trend
towards high-end automotive glass is expected to continue. There is room for further
increase in the proportion of high-value-added products in the Company's product
mix.

Investment Thesis

In the short term, the prices of raw materials and energy in Q4 continue to decline,
and the subsequent loss reduction of SAM and the improvement in the efficiency of
the US factory are expected to bring more potential profit flexibility. In the medium
to long term, we expect the proportion of high-value-added products in automotive
glass to continue to increase. The Company is also continuously expanding its product
boundaries, opening up space for long-term sustainable growth. As a global leader in
the automotive glass industry, the Company is expected to continue benefiting from
its competitive advantages and maintain a high dividend payout ratio.

We forecast its EPS to be RMB 2.17/2.41/2.92 in 2024/2025/2026. We give the
"Accumulate" rating, with a revised target price to be HKS59.3, equivalent to
19.6/17/14.9x P/E for 2024/2025/2026. (Closing price as at 11 February)

Risks
Demand for automobiles keeps sluggish; cost of raw materials increases; RMB
appreciates

Catalyst
Success market development of overseas automobile market; rebound of domestic
demand for automobile; depreciation of RMB
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Financials

FYE DEC FY22 FY23 FY24F FY25F FY26F
Valuation Ratios

P/E (X), adj. 25.6 22.0 17.2 14.9 13.1
P/B (X) 4.2 3.9 3.6 3.2 29
Dividend Yield (%) 2.7% 2.7% 3.5% 4.1% 4.7%
Per share data (RMB)

EPS, (Basic) 1.82 2.16 2.85 3.28 3.75
EPS, (Diluted) 1.82 2.16 2.85 3.28 3.75
DPS 1.25 1.30 1.72 2.00 2.30
BVPS 11.12 12.05 13.61 15.17 16.92
Growth & Margins (%)

Growth

Revenue 19.0% 18.0% 17.8% 18.2% 19.0%
EBIT 41.2% 14.0% 28.9% 23.5% 16.7%
Net Income, adj. 51.2% 18.4% 32.1% 15.2% 14.1%
Margins

Gross margin 32.7% 34.1% 36.9% 37.4% 37.3%
EBIT margin 19.9% 19.3% 21.1% 22.0% 21.6%
Net Profit Margin 16.9% 17.0% 19.0% 18.6% 17.8%
Key Ratios

ROE 17.2% 18.6% 22.2% 22.8% 23.4%

Income Statement (RMB mn)

Revenue 28099 33161 39064 46173 54946
Gross profit 9198 11321 14410 17263 20489
EBIT 5604 6390 8234 10170 11872
Profit before tax 5579 6715 8848 10257 11760
Tax 826 1087 1407 1662 1940
Profit for the period 4752 5629 7441 8596 9820
Minority interests -2.8 -0.15 3.5 28 40
Total capital share 2610 2610 2610 2610 2610
Net profit 4755 5629 7438 8568 9780
Source: PSR

(Closing price as at 11 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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