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Company profile:

Bethel is a tier-one supplier of auto parts. The Company's major products are divided into
three categories, namely mechanical brake products, mechanical steering products, and
intelligent electrical control products. Specifically, mechanical brake products mainly include
disc brakes, hydraulic calipers, lightweight parts, and vacuum boosters; mechanical steering
products mainly include steering columns and steering gears; intelligent electrical control
products mainly include EPB, ABS, ESC, WCBS, PLG, the advanced driver-assistance system
(ADAS) based on the front-view camera system, and electronic power steering (EPS)
columns.

Investment Summary

30% Increase in Profit for the First Three Quarters

According to Bethel’s financial report of Q3 2024, the Company reported revenues, net
profits attributable to the parent, and net profits excluding non-recurring gains of RMB2,607
million, RMB321 million, and RMB287 million, respectively. These figures represent year-on-
year (YoY) increases of 29.66%, 33.96%, and 33.04%, respectively, and quarter-on-quarter
(QoQ) increases of 23.52%, 29.51%, and 24.97%, respectively.

For the first three quarters of 2024, the Company recorded total revenue of RMB6,578
million (up 28.85% YoY), net profit attributable to the parent of RMB778 million (up 30.79%
YoY), and net profit excluding non-recurring gains of RMB709 million (up 30.85% YoY).

Rapid Growth in Smart Electrical Control and Lightweight Braking Product Sales, and
Strong Performance of Core Customers, as the Key Driving Factors

By product category, in Q3 2024, Bethel’s sales of smart electrical control products, disc
brakes, lightweight braking components, and mechanical steering products were 1,350
thousand, 870 thousand, 3,530 thousand, and 730 thousand units, respectively,
representing YoY increases of 33%, 12%, 55%, and 17%. On a QoQ basis, sales grew by 25%,
23%, 6%, and 24%, respectively.

For the first three quarters of 2024, sales of smart electrical control products, disc brakes,
lightweight braking components, and mechanical steering products were 3,340 thousand,
2,270 thousand, 9,660 thousand, and 2,060 thousand units, respectively, with YoY growth
rates of 32.53%, 13.70%, 58.99%, and 19.86%. The strong growth of smart electrical control
and lightweight braking products was mainly driven by the ramp-up of steer-by-wire and
EPB products, as well as the gradual increase in capacity at the Company’s Mexican factory.
In Q3 2024, sales of passenger vehicles by Bethel’s core customers-Chery, Changan, Geely,
and Li Auto-grew by 22%, dropped by 19%, grew by 20%, and grew by 45% YoY, respectively,
and on a QoQ basis grew by 19%, dropped by 11%, grew by 13%, and grew by 41%,
respectively, showing overall strong performance.

Improvement in Profitability QoQ

Due to intensified competition among downstream automakers, component manufacturers
have faced margin pressures. In Q3, Bethel’s gross margin was 21.6%, a decrease of 1.0
percentage point YoY, but an increase of 0.1 percentage points QoQ. This marks the second
consecutive quarter of QoQ improvement, likely benefiting from the increased share of
high-margin lightweight business and positive economies of scale. The Company’s net profit
margin stood at 12.57%, reflecting YoY and QoQ increases of 0.4 and 0.7 percentage points,

respectively, with a one-off income of RMB30 million from a penalty fee boosting the results.
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For the first three quarters of 2024, Bethel’s gross margin was 21.29%, down 1.04
ppts YoY, and its net profit margin was 11.99%, up 0.08 percentage points YoY. The
Company has maintained solid cost control, with sales, management, R&D, and
finance expense ratios at 0.99%, 2.46%, 5.84%, and -0.44%, respectively, showing
changes YoY of -0.10, -0.12, -0.16, and +0.07 ppts, respectively.

Ongoing Expansion of New Capacity and Sufficient New Project and Order Reserves
Bethel is continuously expanding its production capacity. The domestic lightweight
production base is undergoing its Phase Ill project, primarily for the production of
lightweight products such as automotive subframes and hollow control arms. The
Company has added new annual capacities of 300 thousand sets for EPS and 300
thousand units for EPS-ECU production lines. The Phase Il project in Mexico is
progressing smoothly. The Company plans to issue RMB2.8 billion in convertible
bonds to accelerate the expansion of its competitive business capacities. The
investment will primarily focus on five strategic projects, including the annual
production of 600 thousand sets of electronic mechanical brakes (EMB) and their
R&D and industrialisation.

The Company’s ongoing and new mass production projects are expanding rapidly.
From January to September 2024, Bethel had 432 ongoing projects (up 12% YoY), 235
new mass production projects (up 19% YoY), and 301 new projects under contract
(up 65% YoY). Among these, the number of the ongoing, new mass production, and
new contracted projects for disc brakes, lightweight products, electronic control
products, and steer-by-wire systems were 89/38/58, 48/43/30, 253/131/181, and
69/24/50, respectively. These include the appointment of a North American electric
vehicle company for a lightweight project with an expected total sales revenue of
approximately USD122 million over its five-year lifecycle, with a peak annual sales of
around USD31.46 million. Additionally, an EPB project for a German joint venture
automaker is expected to generate approximately RMB600 million in total sales over
its eight-year lifecycle, with a peak annual revenue of about RMB96 million.

Investment Thesis & Valuation

Automotive intelligence is a long-term trend in the industry, in which the intelligent
electrical control brake field plays an important role. As one of a few local enterprises
that own independent intellectual property rights and can realize the mass
production of EPB, ESC, ABS, and WCBS products, the Company is expected to
achieve domestic substitution by expanding customer groups.

Bethel has clear independent capabilities for wire-controlled product integration and
technology iterations. In the short run, the Company benefits from the rapid mass
production in the lightweight and EPB business. In the medium and long run, its
intelligent electrical control business is expected to create a second growth curve.
Therefore, with resilient results in the future, the Company should enjoy a certain
valuation premium. We expected diluted EPS of the Company to RMB 1.87/2.34/3.03
of 2024/2025/2026. And we accordingly gave the target price to 67.7, respectively
36.2/29/22.4x P/E for 2024/2025/2026. "Accumulate" rating. (Closing price as at 6
March)

Peer Comparison

Code Name  Market PE PB(MRQ)
Can-bn ™ pZ:13 25E
603596.5H| __ Bethel 37 35 32 25 6
002920.57] Desay SV 74 37 35 27 8.2
601689.5H] __ Tuopu 1217 44 41 32 6.5
603786.5H] __ Entdict 29 38 34 26 5.7
AVERAGE 65425 385 355 275 66
MEDIUM 555 375 345 265 6.25

Source: Wind, Phillip Securities Hong Kong Research
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PE BAND
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Source: Wind, Phillip Securities Hong Kong Research

Financials

FYE DEC FY22 FY23 FY24E FY25E FY26
Valuation Ratios

P/E (X), ad. 37.1 292 33.6 26.8 20.7
P/B (X) 6.1 46 5.4 45 37
Dividend payout ratio(%) 20.1% 15.8% 16.1% 15.4% 15.2%
Dividend Yield (%) 0.5% 0.5% 0.5% 0.6% 0.7%

Per share data (RMB)

EPS, (Basic) 1.71 215 1.87 2.34 3.03
EPS, (Diluted) 1.69 215 1.87 2.34 3.03
DPS 0.34 0.34 0.30 0.36 0.46
BVPS 10.22 13.69 11.56 14.00 17.04

Growth & Margins (%)

Growth

Revenue 58.6% 34.9% 29.5% 271% 23.9%
EBIT 25.9% 38.2% 26.0% 27.2% 29.8%
Net Income, adj. 38.5% 27.6% 27.1% 251% 29.5%
Margins

Gross margin 22.4% 22.6% 21.6% 22.1% 22.6%
EBIT margin 12.8% 13.1% 12.7% 12.8% 13.4%
Net Profit Margin 12.6% 11.9% 11.7% 11.5% 12.0%
Key Ratios

ROE 18.1% 18.0% 17.9% 18.3% 19.5%
ROA 9.4% 9.2% 9.5% 9.8% 10.6%

Income Statement (RMB mn)

Revenue 5539 7474 9676 12302 15245
Gross profit 1243 1687 2093 2722 3439
EBIT 708 979 1234 1570 2038
Profit before tax 763 1017 1308 1616 2091
Tax 62 106 157 178 230
Profit for the period 701 911 1150 1438 1861
Minority interests 2.20 19.20 17.00 20.00 25.00
Total capital share 412 415 607 607 607
Net profit 699 891 1133 1418 1836
Source: PSR

(Closing price as at 6 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.
© 2025 Phillip Securities (Hong Kong) Limited
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