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JPM-ppl
Asia Pacific Equity Research 22 March 2015
Overweight
Great Wall Motor - H (2333 HK) brice: HKQWO
20 Mar 2015
Management's SUV endeavours Price Target: HK$60.00

PT End Date: 30 Dec 2015

GWM's management hosted a conference call and conveyed to investors the company’ s long-term strategy in China. We are OW on
GMW with aDec-15 PT of HKD60. We summarize key takeaways from the conference call.

FY 14 results and FY 15 outlook

» Marginsin 4Q14 were lower due to new model launches and year-end bonuses. Bonus expense in FY 14 was higher than
FY 13 as the company had atotal of 70k employees by end-14 vs 60k by end-13. Management believes marginsin FY 15
would improve due to better product mix.

* Margin by model: H6 gross margin in FY 14 was similar to FY 13 (>30%) despite the company lowering H6's MSRP by
Rmb6k in Sep (upgrade version only). H2 gross margin is lower than H6 and H1' s gross margin is similar to the sedan.

* Salestarget of 850k units (16% Y oY growth) in FY 15 is a conservative expectation, according to management, and all of
the incremental volumes will come from SUVs.

* Cash at the end of 2014 dropped to Rmb3bn vs FY 13 at Rmb5.5bn mainly due to increasesin A/R. As 95% of the
company’ s dealers purchase vehicles with bank notes (usually on the term of six months), abig portion of the bank notes
issued in 4Q14 had not been trandated into cash by end-14. These bank notes are expected to turn into cash in 1H15.

* Inventory level of the major models remains very healthy. H6 and H2' s inventory days were 10-15 days before Chinese
New Y ear thisyear and are now at around 20 days. Pickup/sedan inventory days remain around one month at OEM.

* R& D expenseincreased to 4.1% of revenue vs 3% in FY 13 due to one-off expenses relating H8. Excluding this one-off
item, R&D expense increased by only Rmb200-300mn in FY 14 and management expects FY 15 normalized capex to increase
by 10-20%.

« Auto financing penetration rate is around 10% for GWM in the past. GWM established a new auto finance JV in 2H14.

M odel launch pipeline

» H8 will be launched during the Shanghai Auto show in April (nationwide launch). Management expects monthly salesto top
4-5k unitsinitially after production ramp-up.

» Coupe C (MSRP Rmb130-160k) will be launched in 2Q15 and H7 (M SRP Rmb160-190k) in 2H15.

* AT (automatic transmission) versions of H6 and H2 will be launched in 2Q15. MSRP of AT versions will be higher than the
existing MT versions.

 Hybrid version of H7 will be launched between 2H16 and 1H17.

* One additional SUV model produced in Xushi phase 1 will be launched in 2016.
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Table 1: Great Wall Motor SUV series and model launch pipeline

M2 M4 H1 H2 H5
http://www.gwm. http://www.gwm.
com.cn/ com.cn/
Upload/2013/0626/| [Upload/2014/0704/9
MSRP (Rmb) TeroTiok 63.9-73.9K 68.9-82.9k 98.8-112.8k 92.8-170.8k
Size (Lx Wx H mm) 4011x 1744x 1735 3995x 1728x 1617 3898x 1729x 1621 4335x 1814x 1695 4650 1800x 1745
Model launch Launched in Oct 2014 Launched in July 2014; AT
version in 2Q15
H6 H7 H8 H9 Coupe C
https://encrypted-
tbn1l.gstatic.com/
images?q=tbn:
ANAOCAOSIAL 11y
MSRP (Rmb) 115.8-162.8k Estimated 160-190k 201.8-236.8 229.8-272.8k Estimated 130-160k
Size (Lx Wx H mm) 4640 1825x 1690 4677 1911x 1702 4806x 1975x 1794 4856x 1926x 1900 4545x 1835x 1700
4649x1852x1710(1)

Model launch AT version in 2Q15

2H15; hybrid version in 2H16-
1H17

Apr 2015

Launched in Nov 2014

20Q15

Source: Company data, some photos taken by J.P. Morgan at the 2014 Beijing Auto Show. Notes: (1) Sport version

Capacity

* Tianjin phase 2 monthly capacity is 50k units (H2: 15k units, H6: 35k units) based on double shifts. Great Wall might be

ableto increase Tianjin phase 2 capacity by adding one additional shift but thiswill potentially lower overall efficiency.

Further capacity upside at Tianjin phase 2 might be limited.
Table 2: Great Wall Motor’s production plants and capacity

Baoding | Baoding Il Baoding Il Tianjin Phase 1 Tianjin Phase 2 Xushi Phase 1 Xushi Phase 2
DeSig)”ed capacity (unit/ 200k 100k 100k 250k 250k 250k 250k
year
Construction complete Aug 2012 July 2013 Nov 2013 July 2015
Models produced C20, C30, H5t'rﬂfkk5”p H1, M-series H6 C50,H2,H6  H8, H9, Coupe C H7

Source: Company data

Investment Thesis

We maintain our OW on Great Wall Motor-H. The key reasons behind our bullish investment thesis include: (1) we expect GWM to deliver

25%/15% sales volume growth in FY 15/16 despite our view that the overall PV market will likely decelerate; (2) GWM islaunching six new
models in 2H14-2015. For any OEM globally, it is an aggressive proposition. While new model launches will incur higher marketing expenses
and production ramp-up costs, GWM'’s share price historically exhibits a ~90% correlation with concurrent monthly SUV sales, rather than
margins; and (3) consensus expectations on sales or earnings are subject to upside risk, in our view.

Valuation

Our PT of HK$60 (Dec-15) is based on a 13x forward P/E. With the re-launch of the H8 SUV and the coming “killer” model Coupe C in 2Q15,
we believe GWM s set to see another round of re-rating and share price rally. GWM’ s P/E multiple has historically been 9-14x; the stock was re-
rated during 2009-10 and 2012-13.

Risksto Rating and Price Target

Downside risks include worse-than-expected competition in the SUV business, leading to price competition and margin contraction, and model
launch delays. Key power train technology is another longer-term challenge facing the company.

Head of Asia Auto Research
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of thisreport certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with respect to each security or
issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report accurately reflect his or her persona views about any and
all of the subject securities or issuers; and (2) no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research anayst(s) in this report. For al Korea-based research analysts listed on the front cover, they also certify, as
per KOFIA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or intervention.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As aresult, investors should be aware that the firm may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Important Disclosures

¢ Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: Great Wall Motor - H.
Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for compendium reports and all J.P.
Morgan—covered companies by visiting https.//jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries@jpmorgan.

com with your request. J.P. Morgan's Strategy, Technical, and Quantitative Research teams may screen companies not covered by J.P. Morgan. For important
disclosures for these companies, please call 1-800-477-0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price Price
(HK$) Target (HK
$)
26-Jan-07 ow 9.13 6.20
16-Oct-07 ow 11.40 8.32
12-Mar-08 ow 8.01 6.56
25-Jul-08 ow 5.10 3.76
05-Sep-08 ow 1.38 3.04
02-Dec-08 ow 0.93 1.56
19-Apr-09 ow 1.68 212
25-May-09 ow 2.48 3.32
12-Aug-09 ow 3.03 3.52
25-Aug-09 N 2.99 3.52
09-Dec-09 N 3.78 3.64
03-Feb-10 N 450 4.40
17-Mar-10 ow 5.49 6.84
21-Apr-10 N 5.97 6.24
30-Jul-10 N 6.27 6.72
http://gps-app.emea.jpmchase.net:6080/server/console/chart/? iégtc'tgllg m ggi ;gg
shareClassld=503710&shareClassServerld=4&chartDesignation=1&actionType=Cl 2.jan-11 N 12.12 10.90
02-Aug-11 N 12.14 12.70
18-Oct-11 N 10.22 10.80
29-Feb-12 N 15.06 12.80
14-Aug-12 ow 17.54 20.00
13-Oct-12 ow 21.75 24.00
09-Jan-13 ow 26.30 32.00
21-Mar-13 ow 28.40 37.00
19-Apr-13 ow 28.40 40.00
23-Jul-13 ow 36.15 46.00
14-Oct-13 ow 45.85 65.00
24-Jan-14 ow 36.10 50.00
14-Feb-14 ow 37.25 46.00
15-Apr-14 N 41.55 41.00
10-May-14 N 32.80 25.00
25-Aug-14 N 32.00 35.00
24-Oct-14 ow 32.50 40.00
02-Dec-14 ow 38.10 50.00
21-Mar-15 ow 49.30 60.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire period.

J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Resear ch Ratings, Designations and Analyst(s) Cover age Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the average total return of the
stocksin the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve months, we expect this stock will perform in line with the
average total return of the stocks in the analyst’s (or the analyst’ s team'’s) coverage universe.] Underweight [Over the next six to twelve months, we expect this
stock will underperform the average total return of the stocksin the analyst’s (or the analyst’ s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has
removed the rating and, if applicable, the price target, for this stock because of either alack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a recommendation or arating. In our
Asia(ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is compared to the expected total return of a benchmark
country market index, not to those analysts' coverage universe. If it does not appear in the Important Disclosures section of this report, the certifying anayst's

coverage universe can be found on J.P. Morgan's research website, www.jpmorganmarkets.com.

Coverage Universe: Lai, Nick YC: Baoxin Auto Group Limited (1293.HK), Brilliance China Automotive (1114.HK), China Resources Cement (1313.HK),
China ZhengTong Auto Service Holding Limited (1728.HK), DongFeng Motor Co., Ltd. (0489.HK), Geely Automobile Holdings Ltd. (0175.HK), Great Wall
Motor - A (601633.SS), Great Wall Motor - H (2333.HK), Guangzhou Automobile Group - A (601238.SS), Guangzhou Automobile Group - H (2238.HK), Minth
Group (0425.HK), Nexteer Automotive Group Limited (1316.HK), SAIC Motor Corp - A (600104.SS), Sinotruk (3808.HK), Sunfonda Group Holdings Limited
(1771.HK), Zhongsheng Group Holdings (0881.HK)

J.P. Morgan Equity Resear ch Ratings Distribution, as of January 1, 2015

Overweight ~ Neutral Underweight
(buy) (hold) (sell)
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J.P. Morgan Global Equity Research Coverage 45% 43% 12%
IB clients* 56% 49% 33%
JPM S Equity Research Coverage 45% 48% 7%

IB clients* 75% 67% 52%

*Percentage of investment banking clientsin each rating category.
For purposes only of FINRA/NY SE ratings distribution rules, our Overweight rating falls into abuy rating category; our Neutral rating fallsinto a hold rating category; and our
Underweight rating fallsinto asell rating category. Please note that stocks with an NR designation are not included in the table above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please see the most
recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst or your J.P. Morgan representative, or email research.

disclosure.inquiries@jpmorgan.com.
Equity Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon various factors,

including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US affiliates of JPMS, are
not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JPM S, and may not be subject to FINRA Rule 2711 and
NY SE Rule 472 restrictions on communications with covered companies, public appearances, and trading securities held by aresearch analyst account.

Other Disclosures

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing name for the U.K.

investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is redistributed, e-mailed or made
available to third-party aggregators. For all research reports available on a particular stock, please contact your sales representative.
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and Exchange Commission and its registered addressis 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. I ndonesia: PT J.P. Morgan Securities Indonesiais a
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Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and
Exchange Commission. Brazil: Banco J.P. Morgan S.A. isregulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de
Bolsa, SA. deC.V., J.P. Morgan Grupo Financiero is amember of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities
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Singapore in respect of any matters arising from, or in connection with, the document. Japan: JPMorgan Securities Japan Co., Ltd. is regulated by the Financial Services Agency in
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Many European regulators require a firm to establish, implement and maintain such a policy. This report has been issued in the U.K. only to persons of akind described in Article 19
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1% or greater, the specific holding is disclosed in the Important Disclosures section above. Taiwan: This materia isissued and distributed in Taiwan by J.P. Morgan Securities
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not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no circumstances
isto be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein, in
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clients as defined under the DFSA rules. Brazil: Ombudsman J.P. Morgan: 0800-7700847 / ouvidoria.jp.morgan@jpmorgan.com.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co. or its affiliates and/or
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