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Company Profile

Sanhua is the world's largest manufacturer of HVACR controls and components, focusing on
heat management business with heat pump technology as the core. It operates the
domestic and commercial air conditioning business as well as automotive heat management
fields, establishing a leading position in the industry. The products of the Company such as
electronic expansion valves of air conditioning, four-way reversing valves, solenoid valves,
micro-channel heat exchangers, automotive electronic expansion valves, new energy vehicle
heat management integrated components and omega pumps have the highest market share
across the world. The market proportion of service valves, thermostatic expansion valves for
vehicles and receivers rank top among the world.

Investment Summary

Core Business Maintained High Growth, Profitability Improved

FY2025 full-year results: The Company reported revenue of RMB31,012 million (RMB, the
same below), up 10.97% yoy; net profit attributable to the parent company of RMB4,063
million, up 31.10% yoy; and gross margin of 28.8%, up 1.4 ppts yoy. The Company adopted a
raw material price linkage mechanism and hedging measures to reduce costs and enhance
efficiency, while continuously optimising its product mix and benefiting from economies of
scale, driving an improvement in profitability.

In terms of business structure, revenue from refrigeration and air-conditioning electrical
appliance components amounted to RMB18,585 million (accounting for 59.93%), up 12.22%
yoy; revenue from automotive components amounted to RMB12,427 million (accounting for
40.07%), up 9.14% yoy.

FY2026 Q1 results: Revenue amounted to RMB7,774 million, up slightly by 1.36% yoy; net
profit attributable to the parent company was RMB928 million, up 2.68% yoy; and net profit
excluding non-recurring items was RMB986 million, up 15.52% yoy. Gross margin was 27.8%,
up 1.0 ppt yoy. Although growth was moderate, after adding back foreign exchange losses of
RMB140-150 million and securities investment losses of RMB100 million, adjusted net profit
grew by more than 30% yoy, with net profit margin rising to 14.6%. This reflects that despite
the challenge of rising raw material costs caused by the situation in the Middle East in Q1,
the Company still achieved solid results growth.

Refrigeration Business Foundation Remained Solid, Liquid Cooling and Energy Storage
Demand Was Strong

In 2025, revenue from the refrigeration components business grew against the trend,
despite a 1.2% decline in total domestic air-conditioner industry sales volume. This was
mainly attributable to the steady increase in market share and product mix optimisation.
The segment’s gross margin was 28.8%, up 1.42 ppts yoy. Notably, the Company’s annual
sales from liquid cooling and energy storage businesses reached RMB2 billion, among which
revenue from data centre liquid cooling doubled. In 2026 Q1, despite a 3% yoy decline in
domestic air-conditioner sales volume, the Company achieved steady revenue growth by
expanding its data centre liquid cooling business and new application scenarios for energy
storage thermal management. Based on strong demand, the Company maintained its full-
year guidance of high growth of 50%-100% for data centre and energy storage-related
businesses.
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Refined Operations in Automotive Components Business

In 2025, the gross margin of the automotive components business segment increased
by 1.15 ppts to 28.8%, reflecting the strategic results of the Company’s shift from
scale expansion to refined operations. In 2026 Q1, although NEV sales volume
declined by 3.7% yoy, the Company’s core customer Tesla recorded a 13% yoy
increase in global production in Q1, the proportion of domestic emerging automaker
customers increased, and exports of domestic brands grew rapidly, jointly driving the
Company’s automotive components business growth to outperform the industry
average. Moreover, the Company’s automotive thermal management business is
transforming and upgrading from component supply to system integration, which
helps increase the value of products per vehicle, product value-added and overall
competitiveness.

Cost Reduction and Efficiency Enhancement Delivered Significant Results

In 2025 H2, the Company adjusted its strategy and refocused on operational
improvements. Through measures such as digital transformation and upgrades, the
introduction of Al and digital employee tools, and the optimisation of operational
efficiency at overseas bases, the Company improved its operational efficiency. In
2025 and 2026 Q1, the period expense ratios (sales + administration expense ratios)
decreased by 0.65 ppts and 0.88 ppts yoy to 13.01% and 11.69%, respectively, with
economies of scale continuing to emerge.

Liquid Cooling Contributes Short-Term Certain Incremental Growth, While Robotics
Opens Up a Hundred-Billion-Level Growth Space

The Company has entered the liquid cooling and energy storage sectors as a thermal
management component supplier, with core products covering valves, pumps, heat
exchangers and sensors. The common architecture of thermal management
technology across the three major scenarios of automobiles, robotics and Al servers
gives the Company the ability to reuse its technology for “one core and three
applications”. Its R&D investment efficiency is significantly higher than that of single-
track companies, with a high self-production rate, more mature products and a clear
platform-based expansion path. It has currently reached cooperation with several
leading thermal management integrators. Among them, Tesla’s HWA4.0 valve island
product has secured a nomination and entered the batch delivery stage, while Al
server liquid cooling has reached cooperation with leading domestic cloud vendors,
entered the prototype testing stage, and is expected to achieve small-scale mass
production within the year. Short-term growth certainty in the liquid cooling segment
is promising.

In the robotics field, the Company has entered the biomimetic robot market as an
electromechanical actuator supplier, actively cooperating with customers in product
R&D, trial production and iteration, while stepping up joint development efforts. At
the same time, it is strengthening its technology reserves and capacity layout in
parallel, and has launched the construction of a RMB3.8 billion robotics production
base, laying the foundation for future profit growth.

Investment Thesis

Sanhua Intelligent Controls is a leader in refrigeration components. As global NEV
penetration remains on an upward trend, the Company’s technical barriers and
customer advantages remain solid, and its market share is expected to continue
increasing. Its automotive components business is expected to maintain a double-
digit CAGR over the next three years, while the liquid cooling and energy storage
businesses have relatively high certainty of sustaining high growth. In the long term,
the potential space in the robotics track is expected to reshape the Company’s
valuation logic.
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UPDATE REPORT

As for valuation, we expected the Company’s 2026/2027/2028 earnings per share to
1.11/1.30/1.55 yuan, a yoy increase of 15.2%/16.7%/19.8%. And we accordingly gave
the target price to RMB53.4, respectively 48/41.2/34.4x P/E for 2026/2027/2028.
"Accumulate" rating. (Closing price as at 29 May)

Risk

Progress of new production line is below expectations

Electric vehicle sales fall short of expectations

Macroeconomic downturn affects product demand

Sharply rising raw material prices or sharply falling product prices

Financials

FYE DEC FY24 FY25 FY26F FY27F FY:
Valuation Ratios

P/E (X), adj. 55.8 48.0 41.7 35.7 29.8
P/B (X) 9.0 6.1 5.7 5.2 4.7
Dividend Yield (%) 0.8% 0.9% 1.1% 1.2% 1.4%
Per share data (RMB)

EPS, (Basic) 0.83 0.97 1.1 1.30 1.55
EPS, (Diluted) 0.83 0.97 1.11 1.30 1.55
DPS 0.35 0.40 0.50 0.55 0.65
BVPS 5.17 7.54 8.17 8.95 9.86
Growth & Margins (%)

Growth

Revenue 13.8% 11.0% 14.2% 17.1% 13.0%
EBIT 5.3% 35.3% 17.7% 14.1% 19.7%
Net Income, ad]. 6.1% 31.1% 15.2% 16.7% 19.8%
Margins

Gross margin 27.5% 28.8% 28.5% 28.5% 28.9%
EBIT margin 13.1% 16.0% 16.5% 16.1% 17.0%
Net Profit Margin 11.1% 13.1% 13.2% 13.2% 14.0%
Key Ratios

ROE 16.7% 15.2% 14.1% 15.2% 16.5%
Income Statement (RMB mn)

Revenue 27947 31012 35408 41475 46861
Gross profit 7677 8924 10102 11804 13557
EBIT 3666 4960 5839 6664 7976
Profit before tax 3692 4844 5576 6513 7812
Tax 580 737 848 993 1191
Profit for the period 3112 4107 4729 5519 6620
Minority interests 13 44 49 60 80
Total capital share 3732 4208 4208 4208 4208
Net profit 3099 4063 4680 5459 6540
Source: PSR

(Closing price as at 29 May)
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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.
© 2026 Phillip Securities (Hong Kong) Limited
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