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Company profile:

The Company was established in 1993, starting with OEM of hand tools. In 2009, it launched
its first proprietary brand, Workpro, and began transitioning from original design
manufacturer (ODM) to original brand manufacturer (OBM). At the same time, it continued
overseas acquisitions to expand its brand portfolio, driving continuous growth in scale.
Currently, the Company’s products are mainly targeted at Europe and the United States. In
2024, overseas revenue accounted for 95%. Its products mainly include hand tools, power
tools and industrial tools, with revenue of RMB10069 million (RMB, the same below),
RMB1438 million and RMB3229 million, respectively. Among them, OBM and ODM revenue
accounted for 47.92% and 51.67%, respectively.

Investment Summary

Steady Growth in Results

In 2024, the Company achieved revenue of approximately RMB14795 million, up 35.37% yoy;
net profit attributable to the parent company of RMB2304 million, up 36.18% yoy; and a
gross margin of 32.01%. Over the past five years since 2019, revenue and net profit have
recorded an average growth rate of 17.5% and 20.6%, respectively.

On July 10, the Company issued a result forecast, expecting H1 2025 net profit attributable
to the parent company to be RMB1253-1373 million, representing an estimated increase of
5%—-15%; net profit attributable to the parent company excluding non-recurring items is
expected to be RMB1267-1388 million, up approximately 5%—15%, equivalent to a Q2 net
profit attributable to the parent company growth midpoint of 9.2%, better than market
expectations.

Although U.S. tariffs negatively impacted production capacity utilization for approximately
40 days in Q2, affecting order delivery and revenue, it is excepted that Q2 revenue
compared with the one in the same period last year remained almost the same. However,
the Company improved its gross margin through cross-border e-commerce sales and
increased sales of new products, particularly power tools. As a result, Q2 net profit
attributable to the parent company is expected to grow, demonstrating strong growth
potential..

Breakthrough in Power Tools

According to Frost & Sullivan, from 2022 to 2026, the global CAGR for power tools will
exceed 6%, while the CAGR for hand tools will be 3%—-4%, with powered products
significantly outperforming non-powered ones. Since 2021, the Company has positioned
power tools as a strategic business, and in 2024 achieved breakthroughs in 20V lithium
battery tools in mainstream markets. It subsequently announced two major international
retail customer orders for lithium battery power tools and related accessories, with total
annual procurement values equivalent to no less than USD30 million and USD15 million,
respectively. Notably, the first order required production and delivery in Vietnam for the U.S.
market, marking the Company’s first power tool order produced and delivered outside China,
and validating its global supply capabilities with top-tier clients. The second order, from
Europe, marked the Company’s debut in the European power tools market.
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KEY FINANCIALS

CNY mn FY23 FY24E FY25E FY26E
Net Sales 14795 17216 20103 24337
Net Profit 2304 2436 3130 3898
EPS, CNY 1.93 2.04 262 3.26
P/E, x 179 170 132 106
BVPS, CNY 13.73 1535 17.38 19.91
P/BV, x 25 23 20 17
DPS (CNY) 050 043 0.55 0.68
Div. Yield (%) 14% 12% 16% 2.0%

Source: Company reports, Phillip Securities Est.
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Global Capacity Layout to Respond Quickly to Market Demand and Strengthen
Trade Barrier Resistance

Since 2018, the Company has accelerated its overseas capacity layout through self-
built plants in Southeast Asia and acquisitions in Europe and the U.S. Currently, it
operates 23 production bases worldwide, including 11 in China, 3 in Southeast Asia, 6
in Europe, and 3 in the U.S. The global supply chain system not only improves
responsiveness to sudden market demands but also strengthens resilience against
global trade barriers. In Q2 2025, due to the impact of the U.S. “Reciprocal Tariffs”
policy, production capacity was restricted for about 40 days, significantly affecting
order delivery and revenue. However, with the Vietnam production base, the
Company partially avoided tariff risks. Now, the third phase of the Vietnam base is
already in operation, and the fourth phase is under construction, with full coverage of
Southeast Asia’s shipments to the U.S. expected by the end of 2025. This
arrangement reduces cost pressures from China—U.S. trade frictions and lays a solid
foundation for future growth. In addition, the 20% tariff agreement between Vietnam
and the U.S., which is lower than China’s export tariff to the U.S., will help further
consolidate the Company’s competitiveness in global markets.

Investment Thesis

The Company’s revenue is concentrated in Europe and the U.S., and in the future, it
will leverage capacity relocation to establish a complete trade chain of “R&D in China
— Manufacturing in Southeast Asia — Sales in Europe and the U.S.” We are optimistic
about the long-term development of the Company and expect EPS to be
2.04/2.62/3.26 yuan respectively for 2025/2026/2027. We offer a target price of 39.4
yuan, respectively 19.3/15/12.1x P/E for 2025/2026/2027, and an "Accumulate"
rating. (Closing price as at 14 August)

Risk

Progress of new production line is below expectations

Electric power tools sales fall short of expectations
Macroeconomic downturn affects product demand

Sharply rising raw material prices or sharply falling product prices

Historical P/E Band

— HaHn
32.337x
26.888x
21.440x

— 15.991x
10.543x

Source: Wind, Company, Phillip Securities Hong Kong Research
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Financials

FYE DEC FY22 FY23 FY24 FY25F FY26F FY27F
Valuation Ratios

P/E (X), ad]. 27.9 24.4 17.9 17.0 13.2 10.6
P/B (X) 31 2.8 2.5 2.3 2.0 1.7
Dividend payout ratio(%) 13.4% 19.4% 25.9% 21.1% 21.0% 20.8%
Dividend Yield (%) 0.5% 0.8% 1.4% 1.2% 1.6% 2.0%
Per share data (RMB)

EPS, (Basic) 1.24 1.42 1.93 2.04 2.62 3.26
EPS, (Diluted) 1.24 1.42 1.93 2.04 2.62 3.26
DPS 0.17 0.28 0.50 0.43 0.55 0.68
BVPS 11.14 12.35 13.73 15.35 17.38 19.91

Growth & Margins (%)

Growth

Revenue 15.5% -13.3% 35.4% 16.4% 16.8% 21.1%
EBIT 9.3% 13.5% 47.8% 6.2% 27.0% 32.0%
Net Income, ad;. 11.8% 19.2% 36.2% 5.7% 28.5% 24.5%
Margins

Gross margin 26.5% 31.8% 32.0% 31.2% 31.5% 32.0%
EBIT margin 12.5% 16.4% 17.9% 16.3% 17.7% 19.3%
Net Profit Margin 11.3% 15.5% 15.6% 14.1% 15.6% 16.0%
Key Ratios

ROE 12.2% 12.1% 14.8% 14.0% 16.0% 17.5%

Income Statement (RMB mn)

Revenue 12610 10930 14795 17216 20103 24337
Gross profit 3343 3476 4737 5363 6332 7798
EBIT 1576 1789 2645 2808 3566 4707
Profit before tax 1667 1989 2767 2935 3764 4683
Tax 223 294 402 429 550 684
Profit for the period 1445 1695 2366 2507 3214 3999
Minority interests 25 3 62 71 84 101
Total capital share 1203 1203 1194 1194 1194 1194
Net profit 1420 1692 2304 2436 3130 3898
Source: PSR

(Closing price as at 14 August)
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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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