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Jiangsu Hengli Hydraulic - A

Global China Summit Takeaways: Accelerating new
drivers and global expansion

Hengli Hydraulic participated in the JPM Global China Summit (May 20-22),
providing a comprehensive update on business momentum, new growth drivers,
and strategic priorities for 2026 and beyond. Key takeaways from the summit
reflect a more bullish tone from management compared to the 1Q26 briefing, with
stronger confidence in the scale-up of new business lines, accelerating order
momentum, and a clear path to margin improvement and global expansion. We
maintain our OW rating on the shares.

¢ Management commentary at the China Summit was incrementally more
positive, with a focus on the rapid ramp-up of FA/ball screw and robotics,
robust order visibility, and a disciplined approach to capacity and global
expansion. The company is seeing demand and order flow in new business lines
far above current capacity, and is targeting multi-year growth as new capacity
comes online. Traditional hydraulic segments remain strong, and management
is confident in both margin improvement and the ability to capture high-value
opportunities in global and emerging markets.

e FA/ball screw business is entering a high-growth phase, with order backlog
and capacity expansion setting up multi-year scale and margin ramp.
Management highlighted that downstream demand for FA/ball screw is
exceptionally strong, led by machine tools, 3D printing, semiconductor
equipment, and Al-related manufacturing. Orders far exceed current capacity,
with 2Q output set to double and further expansion planned for 2H26.
Management now expects FY26 revenue of Rmb300-400MM, with a target of
RmblB in FY27 and potential to double again by 2028-29 as capacity is
deployed. Gross margin for this business is expected to reach or exceed group
levels over time, with profitability supported by cost advantages in materials,
efficiency, and product longevity. As scale builds, management targets a rapid
margin ramp, with gross margin approaching 20% at RmblB revenue and
further upside as volume grows.

¢ Robotics business is scaling rapidly, with mass production and global
leadership in core components for US customers. Management reported that
robotics shipments are currently several hundred sets per month, with plans to
reach several thousand in 2H26. The company is preparing for mass production,
with annual capacity for 100,000-200,000 sets and land secured in Mexico for
future million-unit scale. Hengli is the largest global supplier of core
components to a major US robotics customer, having secured a PPAP
framework agreement with a >70% share. The customer’s V3 version is now in
mass production, with motors and a third product line to be added in 2H26.
FY26 robotics revenue is projected at c. Rmb100MM, with profitability expected
as scale is achieved. US customer feedback is highly positive, and Hengli’s
supply-chain position is seen as irreplaceable.

See page 4 for analyst certification and important disclosures, including non-US analyst disc
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, inve

Overweight

601100.SS, 601100 CH
Price: Rmb112.09

28 May 2026

Price Target: Rmb121.00
PT End Date: 30 Jun 2027

Infrastructure, Industrials &
Transport

Karen Li, CFA AC

(852) 2800-8589
karen.yy.li@jpmorgan.com
Mufan Shi

(852) 2800-8502
mufan.shi@jpmorgan.com
Jenny Qiu, CFA

(852) 2800 8503
jenny.giu@jpmorgan.com
Sunny Su

(852) 2800 8551
sunny.su@jpmaorgan.com
Beatrice Lam

(852) 2800-8738
beatrice.lam@)jpmorgan.com

J.P. Morgan Securities (Asia Pacific) Limited/
J.P. Morgan Broking (Hong Kong) Limited

LEZ BTN

at

the firm may have a conflict of interest that could affect the objectivity of this report. Investors should considel e

factor in making their investment decision.

.LOm



Karen Li, CFA Asia Pacific Equity Research
(852) 2800-8589 28 May 2026
karen.yy.li@jpmorgan.com

J.PMorgan

e Mexico factory and overseas expansion are progressing, with a clear path to
profitability as global demand scales. The Mexico factory is ramping up, with
FY26 revenue expected at Rmb30-50MM. Losses are expected to widen to
Rmb100-200MM in FY26 due to high depreciation and initial inefficiencies, but
management targets a turnaround in FY27 as revenue doubles and fixed costs
are absorbed. The facility is now in the equipment installation and capacity ramp
phase, with future plans to support both robotics and traditional hydraulic
product lines. Management is also considering further overseas expansion in
India and Brazil to support global growth and supply chain security.

e Aecrospace/space technology and high-end industrial applications are
emerging as new growth frontiers, with little competition and significant
market potential. Management identified aerospace as a future high-growth area,
with Hengli already supplying rocket launch platforms and attitude control
devices to domestic customers. Single-unit values range from hundreds of
thousands to Rmb20MM, and the company faces little competition in this space.
Management sees significant market potential and plans to expand further into
aerospace applications, leveraging its core motion control technologies and
engineering expertise.

e Traditional hydraulic segments remain a foundation of growth, with strong
OEM relationships and margin outperformance. Management expects the
excavator business to grow 30-40% Y/Y, among which pump/valve business is
expected to grow 40-50% Y/Y in FY26. Hengli is Caterpillar’s largest global
cylinder supplier, now supplying new products that account for 60-70% of
Caterpillar’s global procurement. The company targets Rmb1B in Caterpillar-
related revenue this year, with new products offering higher profitability and
significant future upside. Gross margin for Caterpillar-related excavator
products is 43-45%, above the group average, and management continues to
prioritize high-value, high-growth opportunities in hydraulics, robotics, and
international markets.



Karen Li, CFA Asia Pacific Equity Research
(852) 2800-8589 28 May 2026
karen.yy.li@jpmorgan.com

J.PMorgan

Investment Thesis

Hengli Hydraulic (Hengli) is a leading supplier of excavator hydraulic cylinders in China, with a market share exceeding
40% and a strong position in the pumps and valves market. The company is well positioned to leverage its leadership in the
domestic cylinder market, in our view, with opportunities for further market share gains in segments with relatively low
penetration, such as larger-sized excavator cylinders, valves and pumps. Hengli has strategically prioritized business
diversification since 2022 to reduce its reliance on excavator products and supply chain concentration within China. The
company’s expansion into linear motion products, particularly in the humanoid robot and machine tool segments, is
expected to contribute to revenue. This aligns with Hengli’s strategy to tap into high-growth areas and capitalize on the
increasing demand for precision components in advanced manufacturing processes.

Valuation

Our DCF-based Jun-27 PT is Rmb121. The WACC rate used in our DCF analysis is 8.4%, with assumptions as follows:
risk-free rate: 3.0%; market risk premium: 6.8%; Beta: 1.0x (based on Bloomberg); after-tax cost of debt: 4.3%; terminal
growth: 5%; and target gearing: 25%.

Risks to Rating and Price Target

Key downside risks include: (1) lower-than-expected excavator sales volumes; (2) slower-than-expected market share gains
for pumps and valves; (3) a deterioration in GP margin; and (4) escalating trade tensions and higher-than-expected tariffs
for China’s products.
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Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report 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 covers in this research) that: (1) all of the views
expressed in this report accurately reflect the Research Analyst’s personal 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 Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if
applicable, they also certify, as per KOFIA requirements, that the Research Analyst’s analysis was made in good faith and that the views
reflect the Research Analyst’s own opinion, without undue influence or intervention.

All authors named within this report are Research Analysts who produce independent research unless otherwise specified. In Europe,
Sector Specialists (Sales and Trading) may be shown on this report as contacts but are not authors of the report or part of the Research
Department.

Important Disclosures

® Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to
Jiangsu Hengli Hydraulic - A or related entities.

® Debt Position: J.P. Morgan may hold a position in the debt securities of Jiangsu Hengli Hydraulic - A or related entities, if any.

Company-Specific Disclosures: J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the firm may have a contflict 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, including price charts and credit
opinion history tables (if applicable), are available for compendium reports and all J.P. Morgan—covered companies, and certain non-
covered companies, by visiting https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing
research.disclosure.inquiries(@jpmorgan.com with your request.
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Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Jan 15, 2019. All share prices are as of market close on the previous business day.

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 Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight (over the duration of the price target indicated in this report, we expect this
stock will outperform the average total return of the stocks in the Resecarch Analyst’s, or the Research Analyst’s team’s, coverage
universe); Neutral (over the duration of the price target indicated in this report, we expect this stock will perform in line with the average
total return of the stocks in the Research Analyst’s, or the Research Analyst’s team’s, coverage universe); and Underweight (over the
duration of the price target indicated in this report, we expect this stock will underperform the average total return of the stocks in the
Research Analyst’s, or the Research Analyst’s team’s, coverage universe. NR is Not Rated. In this case, J.P. Morgan has removed the
rating and, if applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or
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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 a rating. Some stocks under coverage have a rating but no price target; in these cases, we expect the stock will
outperform/perform in line/underperform the average total return of the stocks in the Research Analyst’s, or the Research Analyst’s
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