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Sectors:

Automobile & Air (Zhang Jing)
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TMT, Semiconductors (Megan Tao)

Automobile & Air (Zhang Jing)

This month | released 3 updated reports of Spring Air (601021.CH), Feilong Auto
(002536.CH), Shuanghuan Driveline (002472.CH). Among which, we prefer Feilong Auto
and Shuanghuan Driveline.

Feilong Auto Components Co., Ltd. was established in 2001 and is a leading enterprise in
the domestic automotive thermal management sector, maintaining strong growth
momentum in both traditional and new energy tracks. In the field of traditional thermal
management, the Company continues to consolidate its market advantage with three
core products: mechanical water pumps, exhaust manifolds, and turbocharger housings
(abbreviated as “turbo housings”). In the field of new energy system cooling, its main
products include the electronic water pump series and thermostat valve series.
Currently, the Company is implementing a dual-track penetration strategy of
“automotive + general industrial”, developing a second growth curve in non-automotive
sectors, focusing on intelligent liquid cooling solutions for 5G base stations, Al
computing centres, new energy storage, hydrogen energy equipment, and high-end
agricultural machinery, thereby enabling the cross-industry application of thermal
management technology.

From 2007 to 2024, the Company achieved a compound growth rate of 13.7% in total
operating revenue. In 2024, revenue reached RMB4723 million, up 15.34% yoy. By
business segment, revenue from engine thermal management energy-saving and
emission-reduction components grew by 19.4%, while revenue from new energy-related
components increased by 40.44%, becoming the primary growth driver. Although
revenue in the first quarter of 2025 declined by 10.55% yoy to RMB1.11 billion, net
profit rose against the trend by 3.06% to RMB123 million. Gross margin improved by
4.84 ppts yoy to 25.33%, mainly due to optimised product mix and effective cost control.

In 2024, revenue from new energy and non-automotive sectors reached RMB526 million,
up 40.44% yoy. The Company’s flagship product is the electronic water pump, with
power ratings ranging from 13W to 3500W and current production capacity of 5.6
million units. In 2024, the Company’s market share exceeded 10%, ranking fourth in the
market. Recently, the Company signed a supply agreement with BYD for 500 thousand
sets of electronic oil pumps, marking recognition of its technical strength in the new
energy thermal management sector by a leading automaker.

The Company is showing strong momentum in capacity expansion within the new
energy thermal management field. The commencement of phase Il projects at its
Zhengzhou and Wuhu plants has enabled large-scale production of thermal
management integrated modules, which entered mass delivery in January 2025. The
Company expects annual production capacity for new energy thermal management
components to reach up to 8 million units, covering electronic water pumps and
thermostat valve series, sufficient to support approximately 1.2 million new energy
vehicles. Currently, its Thai subsidiary, Longtai Auto Parts (Thailand) Co., Ltd., is under
orderly construction, with a total investment of approximately RMB500 million. Trial
production is scheduled to begin by the end of June 2025, with full-scale production
expected by year-end. Once fully operational, it is projected to achieve annual
production capacities of 1.5 million turbo housings, 1 million exhaust manifolds, 500
thousand mechanical water pumps, and 1 million electronic water pumps. Upon
reaching full capacity, the plant is expected to generate up to RMB1.5 billion in
incremental revenue.
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With the rising penetration of new energy vehicles and increasing demand for liquid-
cooled servers, the Company’s dual-track strategy of “automotive + general industrial” is
expected to continue unlocking result potential. We remain optimistic about the
Company’s development prospects.

As for valuation, we expected diluted EPS of the Company to RMB 0.75/0.98/1.11 of
2025/2026/2027. And we accordingly gave the target price to RMB16.6, respectively
22/17/15x P/E for 2025/2026/2027. "Accumulate" rating.

Shuanghuan Driveline specializes in the manufacturing of gear transmission products,
with the gear business accounting for about 80% of the Company's total business. The
Company has gradually shifted from traditional gear products to high-precision gears
and parts. Its main products span gear products (gears for passenger vehicles,
commercial vehicles, engineering machinery, motorcycles and electric tools), reducers
and other products, which are mainly applied in the electric drive systems, gearboxes
and axles of vehicles, as well as electric tools, rail transit, wind power, industrial robots
and other sectors.

In 2024, the Company recorded revenue of RMB8,781 million (RMB, the same below),
up 8.76% yoy; net profit attributable to the parent company amounted to RMB1,024
million, up 25.42% yoy; net profit attributable to the parent company excluding non-
recurring items was RMB1,001 million, up 24.64% yoy. EPS was RMB1.22, with a
dividend per share of RMB0.226, representing a dividend payout ratio of 18.5%.

In Q1 2025, the Company reported revenue of RMB2,065 million, down 0.47% yoy,
mainly due to the contraction of the steel trading business. Excluding this impact, core
business revenue grew 12.5% yoy; net profit attributable to the parent company
reached RMB276 million, up 24.70% yoy; and net profit attributable to the parent
company excluding non-recurring items was RMB269 million, up 28.27% yoy.

Among the various business segments, the new energy vehicle (NEV) gear business
delivered standout performance. In 2024, this segment generated revenue of RMB3.37
billion, accounting for 38.38% of the Company’s total revenue, up 51.21% yoy, showing a
strong upward trend. In Q1 2025, this segment continued to grow at a pace exceeding
that of downstream NEV sales, further increasing its share of total revenue and
becoming a key driver of performance growth.

The Company’s net profit margin reached 11.66% in 2024, up 1.55ppts yoy; and rose
further to 13.37% in Q1 2025, up 2.7ppts yoy, indicating continued improvement in
profitability.

In the high-profile NEV gear field, the Company had established an annual production
capacity of 6,500 thousand sets for NEV transmission gear shafts by the end of 2024,
with full capacity utilisation. The production base for NEV transmission components in
Hungary is currently in the equipment commissioning phase, with capacity to be
gradually released based on existing orders. As construction of the Hungary plant
progresses, delivery lead times and logistics costs will be reduced, laying a solid
foundation for further global market expansion.

Centred on gear technology, the Company continues to advance its diversified product
layout. Looking ahead to the next two to three years, development across business
segments includes: first, driven by growing sales of domestic B-class and above models,
demand for high-precision, low-noise gear products is surging. As a leading player in
China’s NEV gear market, the Company is expected to further increase its market share
by leveraging its technological advantages and optimising its sales structure. Additionally,
the coaxial reducer gear (used in industrial robots) and intelligent actuator (used in
robotic vacuum cleaners) segments offer vast market potential and are likely to become
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new growth drivers. Other segments, including commercial vehicles and construction
machinery, are expected to remain generally stable over the next two years.

Shuanghuan Driveline is a pacesetter in the domestic automotive gear industry and
robotic RV reducer industry. By leveraging its advantages in capacity, management, R&D
and customer base, the Company has seized the opportunities for upgrading brought by
gear outsourcing and high industry barriers as a result of the booming new energy
vehicle industry. Looking forward, the Company is expected to continuously benefit
from the boom of new energy passenger vehicles, expansion of the industrial chains of
automatic gearboxes of commercial vehicles, and rapid development of robotic reducers
and gears for daily use.

As for valuation, we expected diluted EPS of the Company to RMB 1.48/1.72/2.07 of
2025/2026/2027. And we accordingly gave the target price to RMB35 respectively
24/20/17x P/E for 2025/2026/2027. "Accumulate" rating.
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Utilities, Commodity (Margaret Li)

This month | released 1 update report of CMOC Group Limited (3993.HK) & 1 initiation
report of Lafang China (603630.CH).

Acquisition of the gold company promotes business diversification. In April, the
company announced that it would acquire all issued and outstanding common shares of
Lumina Gold Corp at the price of C$581 million. Lumina Gold is a precious metal and
base metals exploration company listed on the Toronto Stock Exchange. The company
owns 100% interest of the Cangrejos gold-copper project in El Oro Province, southwest
Ecuador. Cangrejos is a large-scale primary gold-copper project in Ecuador, and the pre-
feasibility study was completed in 2023. The pre-feasibility study report highlighted that
the project had measured and indicated resources of 1.376 billion tonnes at 0.46 g/t
gold, totaling 638 tonnes of gold; proven and probable reserves of 659 million tonnes at
0.55 g/t gold, equating to 359 tonnes of gold. The mine life was expected to be 26 years.
Characterized as a large-scale porphyry deposit, Cangrejos features low stripping ratios,
favorable open-pit mining conditions, and strong existing infrastructure including access
to power, water, roads, and ports, so the mining cost will be competitive. Continued
exploration is underway both within the current concession and at depth. This
acquisition indicated that CMOC had begun to enter the gold field and promote the
diversification of its businesses. Coupled with the high gold prices, it is expected to bring
growth to the company's revenue in the future.

The company had made guidance for the annual output of its main products in 2025,
among which copper would be 600,000-660,000 tons; cobalt would be 100,000-120,000
tons; molybdenum would be 12,000-15,000 tons; tungsten would be 6,500-7,500 tons;
niobium would be 9,500-10,500 tons; phosphate fertilizer would be 1.05-1.25 million
tons, and the physical trade volume would be 4-4.5 million tons. The overall guidance
output was higher than last year. Combined with our forecast that copper price will be
at a high level and cobalt price will rise, the company's volume and price resonance is
expected to achieve sustained growth in operating income. We also look forward to the
development of the company's new business after the completion of the acquisition of
the gold company and the changes brought to the company by the management
adjustment. We raise our revenue forecast for the company, we predict that the
company's revenue will be 219.4 billion yuan, 225.9 billion yuan and 233.8 billion yuan
respectively in 2025-2027. EPS will be 0.72/0.85/0.99 yuan. BVPS will be 3.47/3.72/3.91,
corresponding to the P/B of 1.79x/1.67x/1.59x. The company is given a P/B of 1.93 times
in 2025 (Similar to the average price-to-book ratio over the past year), with a target
price of HK$7.31, and we keep the investment rating of " Accumulate ". (Current price as
of June 09)
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TMT, Semiconductors (Megan Tao)

In this month, | published two research reports on Tencent (700.HK) and Xiaomi
(1810.HK).

In the first quarter of 2025, the company recorded total revenue of RMB 180 billion,
representing a 12.9% year-on-year increase. In terms of profitability, non-IFRS operating
profit reached RMB 57.6 billion, up 9.5% year-on-year, with the operating profit margin
slightly decreasing to 32.0% from 33.0% in the same period last year. Non-IFRS net profit
for the period amounted to RMB 49.7 billion, increasing by 16.6% year-on-year. By
segment, value-added services revenue in 1Q25 grew robustly by 17.1% year-on-year to
RMB 92.1 billion, primarily driven by contributions from the domestic games business
against a low base effect in the prior year. Online advertising revenue rose 20.2% year-
on-year to RMB 31.9 billion, benefiting from increased user engagement, continuous Al-
powered upgrades to the advertising platform, and enhancements to the Weixin
transaction ecosystem. FinTech and Business Services revenue increased by 5.0% year-
on-year to RMB 54.9 billion, mainly due to growth in consumer loan services and wealth
management services, as well as increased revenue from cloud services and merchant
service fees.

Overall, we remain optimistic about Al-driven medium-to-long-term growth. We raise
our 2025-2027 revenue forecasts to RMB 737.9/809.9/885.9 billion and non-IFRS net
profit estimates to RMB 295.0/315.3/346.7 billion, translating to EPS of RMB 28/30/33.
The current share price implies a PE of 17/16/14x. Based on SOTP valuation—applying a
10% discount to the latest market values/valuations of subsidiaries and invested
companies—we derive a 2025 target market cap of RMB 5.1 trillion for Tencent,
equivalent to a target price of HKD 602. We upgrade our rating to "Accumulate".

In the first quarter of 2025, the company achieved total revenue of 111.3 billion yuan
(RMB, same below), representing a 47.4% year-on-year increase; in terms of profitability,
operating profit reached 13.1 billion yuan, up 256.4% year-on-year, while adjusted net
profit hit 10.7 billion yuan, reaching a historic high with a 64.5% year-on-year growth.
For segment revenue, 1Q25 smartphone x AloT revenue amounted to 92.7 billion yuan,
growing 22.8% vyear-on-year, primarily driven by increased smartphone shipments;
innovative businesses including smart electric vehicles generated revenue of 18.6 billion
yuan, with a gross margin of 23.2%.

For non-automotive businesses, the smartphone market uptrend will continue into 2025,
while China's stimulus policies are expected to drive consumption recovery. The
company will benefit from its premiumization strategy, progressively upgrading product
Al capabilities. For automotive business, the company's revenue is poised to maintain
rapid growth alongside steady gross margin improvement. Overall, we remain positive
about the company's medium-to-long-term growth prospects, valuing it at 35x 2025 PE
with a target price of HKS60 per share. We forecast 2025-2027 revenue at
RMB490.6/600.4/704.0 billion and net profit at RMB39.7/49.5/59.2 billion, translating to
EPS of RMB1.59/1.98/2.37. Current share price implies 30/24/20x PE from 2025 to 2027.
Consequently, we upgrade our rating to "Accumulate".
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Fig 1. Performance of Recommended Stocks

Ticker Company

20250609 601021.CH Spring Airlines

20250611 700.HK Tencent

20250612 3993 HK  CMOC

20250617 1B10HK  Xiaomi

20250618 002536.CH Feilong Auto

20250620 603630.CH Lafang China

20250626 002472.CH Shuanghuan Driveline
A stock is calculated by RMB yuan.
Source: Phillip Securities Research
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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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