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Kunshan GuoLi Electronic Technology (683103 cH)

Initiating coverage: focusing on vacuum e-components in
new energy, semiconductor, military, aerospace markets

GuolLi Electronic Tech is an R&D-driven manufacturer that supplies four
major categories of electronic vacuum components: relays, circuit
switches, capacitors and tubes. Products include ceramic high-voltage DC
contactors, ceramic high-voltage vacuum relays and vacuum AC
contactors. We initiate coverage with ACCUMULATE and a PT of RMB 93.25.

Early vacuum e-device manufacturer with diverse downstream applications

Founded in 2000, Guoli is an R&D-driven manufacturer of electronic vacuum devices. The company
supplies four major categories of electronic components: relays, circuit switches, capacitors and tubes.
Its seven major product series include ceramic high-voltage DC contactors, ceramic high-voltage
vacuum relays and vacuum AC contactors.

They are widely used in new energy vehicles (NEV) and charging facilities, as well as in the aerospace
and military industries, semiconductor manufacturing equipment, photovoltaic wind energy and energy
storage, traditional energy, security inspection, irradiation and other downstream applications.

Core technological know-how with a collection of patents
As of September 2021, the company holds 31 invention patents and 71 utility model patents, some of
which are at advanced levels.

Beneficiary of NEV, semiconductor, aerospace, military demand boom markets

New energy vehicles: Ceramic high-voltage DC contactors are core components in battery and circuit
systems in NEV and charging facilities. GuoLi was among the earliest manufacturers in China to realize
the industrialization of ceramic high-voltage DC contactors. Based on the company’s listing prospectus,
it is a major player with 10.28-19.58% market shares in domestic NEV and charging facilities’ HYDC
contactors in 2020. Customers include Contemporary Amperex Technology, Shenzhen Inovance
Technology and GIGAVAC. Benefiting from an NEV market boom and related markets, we expect
GuolLi’'s ceramic HVDC contactors, contact point modules and other products to increase in market
share to promote revenue growth.

Semiconductor equipment: Ceramic vacuum capacitors and ceramic high-voltage vacuum relays
produced by the company are key electronic components of semiconductor manufacturing equipment,
including etchers, film deposition equipment such as PECVD, and cleaning equipment. In the past, the
proportion of electronic vacuum devices in semiconductor equipment was not high because of low
penetration, small market upside potential and few suppliers. The company's vacuum capacitor
products perform as well as those made by main competitors abroad, in our view, plus having a low
production cost. Benefiting from a global chip shortage, chip capacity expansion and domestic
semiconductor equipment substitution, we believe that domestic vacuum electronic device
manufacturers of equivalent quality to foreign manufacturers will enjoy new market opportunities.

Aerospace and military: Ceramic high-voltage vacuum relays and ceramic vacuum capacitors
produced by the company are used in aerospace and aviation power control systems, aerospace and
military communication systems, and are core components in power control and communication
systems. GuolLi entered the military high voltage vacuum relay market early. Its products are
recognized by customers in the aerospace and military fields, and in terms of market share, has
become one of the main suppliers to downstream customers.

Valuation and risks

We expect revenue to reach RMB512m/683m/932m in 2021/22/23E and net profit to reach
RMB66m/120m/180m. Relative to Wind consensus PEGs for Hongfa Technology, Guoguang Electric,
Guizhou Space Appliance, Shaanxi Baoguang Vacuum Electronic Apparatus and Unigroup Guoxin
Microelectronics, we assign a PEG of 1.14x to GuoLi and derive a target market cap of RMB8.9bn,
corresponding to our target price of RMB93.25. Risks include: intensifying trade friction; technological
innovations falling below expectations; downstream expansion falling below expectations; intensifying
competition; worsening C19 impacts; and short-term stock price fluctuations.

TFI Asset Management Limited is a division of TF Group, which does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the TFI Asset Management Limited 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. Please read the disclosures and disclaimer at the end of report.
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Initiation of coverage

ACCUMULATE"

Target price: RMB93.25

Share price (14 Sep): RMB71.85

Up/downside 29.8%

Company information

52wk High (09/13/2021) 82.82
52wk Low (09/10/2021) 62.00
P/E (Trailing 12m) 41.99
Dividend Yield 0.00
Price to Book Ratio 7.97
Price to Sales Ratio 14.82
EV/ Trail 12M EBITDA 39.64
Shares Outstanding (m) 95.4
Market Cap (RMBm) 6,853.8

Source: Wind

Financial summary (RMB)
21E 22E  23E

Revenue (m) 512 683 932
YoY Growth (%) 2642 3346 3641
EBITDA (m) 88 151 221
Net profit (m) 66 120 180
YoY Growth (%) -52.34 8141 50.35
EPS (price/share) 069 125 1.89
P/E Ratio (x) 115.72  63.79 4243

Price to Book Ratio (x) 809 718 6.14
Price to Sales Ratio (x) ~ 14.91 1117  8.19
EV/EBITDA (x) 8170 4620 3238

Source: Tianfeng Securities estimate
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Pan Jian (J&¥)
CE No. BOL466
equity@tfisec.com

TFI Asset Management Limited would like to
acknowledge the contribution and support
provided by Luo Yi Yang (ZZ #),
employee of Tianfeng Securities Co., Ltd.

The target price of Kunshan GuoLi Electronic
Technology (688103 CH) is forecasted by TFI Asset
Management Limited based on current information.
The target price may fluctuate with reference to
market fluctuations or other relevant factors. TFI
Asset Management Limited may release publications
which are inconsistent with the opinions,
speculations, and predictions contained herein.

* Note: The investment ratings given by TFI Asset
Management Limited may have taken reference to
the research report previously issued by other entities
of the TF Group. For details, please contact us at
research_tfi@tfisec.com.

TFI Asset Management Limited
(CE No.: ASF056)
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Balance Sheet (RMBm) 2019 2020 2021E 2022E 2023E Income statement (RMBm) 2019 2020 2021E  2022E  2023E
Cash and Cash Equivalents 255.94 295.83 417.03 588.15 43459 Revenue 331.85 40478 511.72 68293  931.58
Trade, Notes and Other receivables 143.77 185.29 323.99 268.90 539.85 Cost of Sales 186.35 22855 29043 376.67  510.70
Prepayments 4.46 2.82 6.43 5.56 10.69 Business Taxes and Surcharges 347 3.58 5.40 6.80 9.12
Inventories 90.73 95.25 141.08 165.42 250.15  Operating Expenses 15.44 17.15 20.98 27.32 37.26
Other Current assets 95.71 81.66 89.59 88.69 95.99  Administrative Expenses 56.55 51.46 63.96 75.12 93.16
Total Current Assets 590.60 660.84 97811  1,116.72  1,331.27 R&D Expenses 47.92 44.87 56.29 61.46 79.18
Long-Term Equity Investments 9.95 9.88 9.88 9.88 9.88  Financial Expense 221 6.67 (0.14) (1.93) (1.96)
Non-Current Assets 93.44 86.67 119.18 165.25 206.48 Impairment Losses (3.13) (5.71) 0.00 0.00 0.00
Construction-In-Progress 13.57 37.84 58.70 83.22 79.93  Gain/(loss) of Fair Value Change 0.00 0.00 0.00 0.00 0.00
Intangible Assets 11.02 11.11 9.80 8.48 717  Net Investment Income 1.86 98.33 5.00 5.00 5.00
Other Current assets 32.11 89.57 50.94 57.26 65.63  Other Current assets (19.09) (190.56)  (10.00)  (10.00)  (10.00)
Total Non-Current Assets 160.10 235.06 248.50 324.10 369.09 Operating income 40.27  150.43 79.79 14249 20912
Total Assets 750.70 89591 1,226.61 1,440.82 1,700.36 Non-Operating Revenue 0.30 1.39 0.59 0.76 0.91
Short-Term Loan 14.02 9.01 0.00 0.00 0.00 Non-Operating Expenses 0.13 0.23 0.14 0.17 0.18
Trade Payables and Other Payables 89.84 163.02 158.30 258.42 306.59 Profit Before Tax 4045  151.59 80.24  143.08  209.85
Other Current assets 70.81 98.66 88.37 82.85 113.76  Income Taxes 8.45 20.46 10.83 17.17 27.28
Total Current Liabilities 174.66 270.69 246.67 341.28 420.35 Net Profit 3200 13113 69.41 12591  182.57
Long-Term Loan 51.17 21.24 0.00 0.00 0.00 Net Profit Attributable to NCI (7.35)  (7.22) 347 6.30 273
Bonds Payable 0.00 0.00 0.00 0.00 0.00 Net Profit Attributable to The Parent 39.35 138.35 65.94  119.61  179.83
Other Current assets 26.08 7.16 26.08 19.78 17.67 EPS (RMB) 0.41 1.45 0.69 1.25 1.89
Total Non-Current Liabilities 77.26 28.41 26.08 19.78 17.67
Total Liabilities 251.92 299.10 272.75 361.06 438.03
Non-Controlling Interest 45.96 748 10.95 17.25 19.98 Financial ratio 2019 2020 2021E  2022E  2023E
Share Capital 71.50 71.50 95.39 95.39 95.39 Growth
Capital Reserves 260.56 258.72 522.46 522.46 52246 Revenue -10.94% 21.98% 26.42% 33.46% 36.41%
Retained Earnings 381.32 517.83 847.51 967.12  1,146.96 Operating income -191.34% 273.55% -46.96% 7857% 46.76%
Other Current assets (260.56)  (258.72)  (522.46)  (522.46)  (522.46) Net Profit Attributable to The Parent ~ -405.87% 251.58% -52.34% 81.41%  50.35%
Total Equity 498.78 596.81 953.85 1,079.76  1,262.33 Profitability
Total Equity and Liabilities 750.70 895.91 1,226.61 1,440.82 1,700.36 Gross Profit Margin 43.84% 43.54% 43.24% 44.85% 45.18%
Net Profit Margin 11.86% 34.18% 12.89% 17.51% 19.30%
ROE 869% 2348%  6.99% 11.26% 14.48%
ROIC 13.58% 59.31% 28.08% 26.36% 42.81%
Cash Flow Statement (RMBm) 2019 2020 2021E 2022E 2023E  Solvency
Net Profit 32.00 131.13 65.94 119.61 179.83  Debt to Asset Ratio 33.56% 33.38% 22.24% 25.06% 25.76%
Depreciation & Amortization 13.40 13.21 7.94 10.72 13.38  Net Debt Ratio -37.60% -38.82% -42.31% -52.91% -32.73%
Financial Expense 2.19 5.18 (0.14) (1.93) (1.96)  Current Ratio 3.38 244 3.97 327 317
Investment Gain/(Loss) (1.86) (98.33) (5.00) (5.00) (5.00) Quick Ratio 2.86 2.09 3.39 279 257
Change of Working Capital (34.65)  (111.17)  (133.10) 11112 (304.07) Operation
Others (4.73) 85.42 347 6.30 2.73 Receivable Turnover Ratio 2.08 2.46 2.01 2.30 2.30
Cash Flows from Operating Activities 6.35 2545 (60.90) 240.82  (115.08) Inventory Turnover Ratio 3.88 435 433 4.46 448
CapEx 52.34 49.91 41.08 86.30 52.10  Asset Turnover Ratio 0.48 0.49 0.48 0.51 0.59
Long Term Investments 9.95 (0.07) 0.00 0.00 0.00 Indicator Per Share
Other Current assets (76.40) (19.69) (96.08)  (161.30) (97.10) EPS 0.41 1.45 0.69 1.25 1.89
Cash Flows from Investing Activities (14.11) 30.15 (55.00) (75.00) (45.00) Operating Cash Flow Per Share 0.07 0.27 -0.64 2.52 -1.21
Proceeds from Issuance of Debt 68.38 64.17 13.49 16.87 2142 Net Asset Per Share 475 6.18 9.88 11.14 13.02
Proceeds from Issuance of Equity 97.79 (8.50) 287.78 1.93 1.96 Valuation
Other Current assets (68.38) (78.85) (64.17) (13.49) (16.87) PE 193.91 5515 115.72 63.79 42.43
Cash flows from financing activities 97.80 (23.18) 237.09 5.30 6.52 PB 16.85 12.95 8.09 7.18 6.14
Impact of FX 0.00 0.00 0.00 0.00 0.00 EV/EBITDA 0.00 0.00 81.70 46.20 32.38
Net increase (decrease) in cash, 90.04 3242 121.20 17112 (153.56) EVI/EBIT 0.00 0.00 89.85  49.72 34.47

cash equivalents and restricted cash

Source: Company data, Tianfeng Securities estimate
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Disclaimer

Analyst Statement

Each research analyst identified in this publication certifies that all of the views expressed in this publication by such analyst accurately reflect the personal views of each such analyst about the
subject securities and issuers. In addition, each research analyst identified in this publication certifies that no part of the analyst's compensation was, is or will be, directly or indirectly related to
the specific investment recommendations or views expressed in this publication, nor is it tied to any specific investment banking transactions performed by Tianfeng Securities Co., Ltd or any
other affiliates and subsidiaries globally.

General Disclosures

The term "TF Group" used in this publication refers to Tianfeng Securities Co., Ltd. and its affiliates and subsidiaries globally, including TFI Asset Management Limited (CE No.: ASF056). This
publication and all materials contained in it has been prepared by the TF Group and, if applicable, with the contributions of one or more TF Group entities whose employees are specified on
page 1 or identified elsewhere in the publication.

The contents contained in this publication is confidential and only for the use of clients of TF Group. TF Group will not deem a recipient as its client by reason only of their receiving this publication.
Information herein has been obtained from sources believed to be reliable, but TF Group does not warrant its accuracy or completeness. The information and opinions contained herein are
provided for TF Group clients’ reference only and should not be construed as an offer to buy or sell or the solicitation of an offer to buy or sell the securities mentioned. The information and
opinions contained herein do not take into account the particular investment objectives, financial situation, or needs of any recipient. Under no circumstances shall the information contained
herein or the opinions expressed herein constitute a personal recommendation to anyone. TF Group clients are advised to make their own independent evaluation of the information contained
in this publication, consider their own individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects if necessary. TF Group shall not be liable in any manner whatsoever for any consequences of any reliance thereon or usage thereof. To the extent this material
is provided to any recipient, this material is provided solely on the basis that the recipient has the capability to independently evaluate investment risk and is exercising independent judgment in
evaluating investment decisions in that its investment decisions will be based on its own independent assessment of the opportunities and risks presented by a potential investment, market
factors and other investment considerations.

Opinions, speculations and predictions contained in this publication reflect opinions held, and speculations and predictions made, at the time of publication. Such opinions, speculations and
predictions are subject to change and may be amended without any notification. Unless stated otherwise, any performance data quoted represents past performance. Past performance shall
not be considered as a reliable indication of future performance. At different periods, TF Group may release publications which are inconsistent with the opinions, speculations and predictions
contained herein. No representation or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in the analysis which has resulted in any returns
detailed herein. Changes to the assumptions may have a material impact on any returns detailed.

TF Group’s salespeople, traders, and other professionals may provide oral or written market commentary and/or trading ideas that may be inconsistent with, and reach different conclusions
from, the recommendations and opinions presented in this publication. Such ideas or recommendations reflect the different assumptions, views and analytical methods of the persons who
prepared them, and TF Group is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this publication. TF Group’s asset
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