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Intron

Automotive intelligence expected to drive growth

= Intron Tech is a vehicle electronics solutions provider for domestic automotive OEMs.
m The Company is expected to benefit from industry development.
m Itis expected to recover from hiccups in 2020.

Automotive electronics solutions provider in China

Intron Tech was established in HK in 2001 and was listed on the HKEX in 2018, issuing
285.98m shares at an IPO price of HK$2.9. Intron Tech is a provider of vehicle
electronics solutions for domestic automotive OEMs and focuses on providing solutions
targeting critical automotive electronic components applied in new energy, body control,
safety and powertrain systems. Intron Tech has established strong partnerships with
industry OEMs, which procure solutions direct from Intron Tech or through their
component suppliers. Intron Tech supports 799 customers, mainly OEMs in China and
their suppliers. Among its customers are major OEMs such as BYD, Geely and BAIC.
Intron Tech focuses on R&D and has adopted the asset-light model, which starts with
R&D on new product applications. Intron then approaches its customers to propose new
ideas, or its customers approach it seeking solutions. Intron then sources semiconductors
and outsources printed circuit board assembly (PCBA) to its EMS providers. Intron Tech
sells its products in volume on a mark-up basis.

Strong R&D capability

Intron Tech has strong R&D capability, with 547 R&D staff in 2019. R&D expenses
accounted for 6.6% of its turnover in 2019, up from 5.1% in 2017 and 5.9% in 2018.
Intron had 79 registered patents and 118 software copyrights at the end of 1H20. It has
cooperation agreements with R&D institutions and auto-related enterprises. It has built a
comprehensive product solutions portfolio, which covers three major categories of
automotive electronic components (body control, safety and powertrain), as well as three
core products for NEVs — battery management systems (BMS), vehicle control units
(VCU) and motor control units (MCU). Intron Tech has invested in R&D for existing
products as well as new areas, including ADAS solutions, to capture growth potential and
better serve its customers. Regarding NEVSs, Intro Tech secured multiple R&D products
with various local OEMs in 2020 to develop new models for future mass production (in
2021 and 2022). The Company was a first-mover in hydrogen fuel cell vehicle
development. The Company’s solutions comprise fuel cell control and high-speed air
compressor controllers. The Company has designed a high-speed air compressor
controller achieving above 100,000-rpm drive control, which was accepted by the largest
hydrogen fuel cell vehicle manufacturer in China. Intron Tech has cooperated with
leading Al semiconductor suppliers, including Kalray and Astera Labs, to develop an Al
platform for automated driving systems. The Company has also cooperated with
NOVAUTO, a leading domestic Al technology company, to build Al algorithms and
strengthen its R&D platform to support the commercialization of automated driving with Al
technology. Intron Tech has signed licensing agreement with Infineon to offer advanced
hardware-software information security solutions for the automotive market in Greater
China.

Growth potential in three areas

As an automotive solutions supplier, Intron Tech is expected to benefit from the three key
industry trends: a) a growing NEV and fuel cell market; b) penetrating new NEV names;
and c) the adoption of new technology, such as ADAS and smart mobility (autonomous
driving). The quality improvement of domestic OEMs has made them competitive with
imports, which will also drive demand for new solutions.

Key Financials

(in RMB m) 2018 2019 2020E 2021E
Revenue 2,016.7 2,309.3 1,967.5 2,370.0
Gross Profit 449.8 466.1 n.a. n.a.
Gross Margin % 22.3 20.2 n.a. n.a.
Net Profit 162.3 118.7 108.5 153.5
Net Margin % 8.0 5.1 5.5 6.5
EPS (Basic) 0.18 0.11 0.12 0.16
ROE (%90) 20.7 10.0 7.9 10.4
Dividend Yield (26) 1.12 0.92 0.82 1.21
PER (x) 23.39 35.85 34.87 25.55
PBR (X) 3.90 3.43 3.16 2.93
Capex (m) (23.0) (110.5) (65.0) (28.0)
Free cash flow (m) (207.9) (101.7) 319.0 (93.0)
Net cash/(net debt) (mn) 251.0 13.7 n.a. n.a.
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In terms of top line, Intron Tech has been growing fast, with a CAGR of 33% in 2015—
2019. The NEV segment has been a key growth driver, with a CAGR of 75% during the
same period because of the launch of NEV models by OEMs. Intron Tech reported a 21%
yoy decline in turnover in 1H20, mainly because of a slowdown in the overall auto market,
especially the NEV segment, in China. The Company’s NEV segment reported a yoy
decline in revenue in 1H20. It saw a recovery in operating performance in 4Q20, thanks
to growing demand from the automotive segment. Intron Tech expects to see a major
recovery in late 2021 and 2022 with the delivery of new products to customers.

Figure 1: Intron Tech’s position in the supply chain
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Figure 2: Intron Tech’s R&D roadmap
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Figure 3: Intron Tech’s partners in the ecosystem

SOURCES: CGIS RESEARCH, COMPANY DATA|
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