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Top-line growth
2Q26 topline of Rmb60.60bn (+9% yoy) was -5% below GSe. For 1H26 sales by
segment:

®m  Engine business delivered strong sales growth of 21% yoy, supported by 13%
yoy volume growth and implied ASP expansion of 7% yoy.

m Auto and auto components sales increased 4% yoy.
m  Agricultural equipment sales increased 6% yoy.

m Intelligent logistics sales increased 6% yoy.

Profitability

m  2Q26 GPM was 21.5%, down 0.6ppt yoy but up 0.1ppt qoq, 0.2ppt slightly
below GSe. By business segment, GPM for core powertrain, complete vehicles
and key components increased 1.0ppt yoy to 20.2%, while intelligent logistics
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(KION) GPM declined 1.9ppt yoy.

®  Opexwas Rmb8.17bn (-8% yoy), 14% below GSe, mainly due to well-controlled
SG&A expenses (-7% yoy). As a result, core EBIT margin expanded to 8.0%, up
1.9ppt yoy and 0.3ppt qoq, 1.2ppt above GSe. Core EBIT surged to Rmb4.86bn,
up 43% yoy and 11% above our estimate.

m Below the core EBIT line, an estimated net FX loss of ~Rmb240mn in 2Q26, versus
a net FX gain of ~Rmb115mn in 2Q25, was more than offset by higher investment
gains (~Rmb1.3bn vs. c.Rmb205mn in 2Q26) mainly relating to Weichai’ s partial
disposal of Ballard Power’ s equity stake. As a result, NPM reached 7.6%, up

2.4pptyoy and 2.7ppt gog, 1.3ppt above GSe. NP was Rmb4.62bn, up 57% yoy
and 14% above GSe, marking a historical high.

m  Excluding the impact of investment gains (~Rmb1.3bn) and unfavorable FX
(~Rmb240mn, net of hedging), 2Q26 core net profit (post-tax) came in at
¢.Rmb3.7bn, +38% yoy and +12% qoq, largely consistent with our
above-consensus expectations.

Balance sheet and cash flow

m  2Q26 operating cash inflow was strong at Rmb14.07bn (+22% yoy), marking the
strongest quarterly level. This was partially offset by a 6% yoy increase in capex
to Rmb1.61bn. As a result, 2Q26 FCF generation reached Rmb12.46bn, up 32%
yoy, driving net cash position higher to Rmb45.03bn as of end-2Q26 (c.20% of the
market cap) from Rmb35.28bn at end-1Q26.

m  The company announced an interim dividend of Rmb4.47bn, or Rmb0.52/share,
implying a payout ratio of 58% versus 55% in 1H25. Worth noting that the

dividend payout is based on the reported net profit that includes the one-off
investment gains.

&% 1. Weichai results summary
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Investment Thesis - Weichai Power

Weichai Power is China’ s largest manufacturer of internal combustion engines,
with ~20% volume share in China’ s multi-cylinder engine market, with key verticals
across commercial vehicle (mainly heavy-duty trucks), construction machinery,
agricultural equipment, marine and power generation. In addition to the engine
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business, Weichai has also managed to build a diversified business portfolio over the
years that spans across 1) complete vehicles and auto components, primarily
through its 51% owned subsidiary Shaanxi Heavy-duty Motor (China’ s third largest
heavy-duty truck producer) and 51% owned subsidiary Fast Gear (China’ s largest
manufacturer of gear boxes); 2) agricultural equipment which is operated under its
61.1% owned subsidiary Weichai Lovol - China’ s largest manufacturer of
agricultural equipment; and 3) intelligent logistics (mainly sales of industrial trucks
and supply chain solution) through its 46.5% owned subsidiary KION (KGX.DE),
which is the second largest producer of industrial trucks globally and the largest
provider of supply chain solutions globally.

We believe the investment narrative for Weichai has now shifted from heavy-duty
trucks to Al data center power generation as the company has managed to build a
comprehensive technology/product portfolio across large engines for diesel gensets
(as back-up power for AIDC), gas gensets (onsite primary/standby power) and fuel
cells (an emerging onsite generation solution). AIDC power generation, currently
12% of Weichai’ s total 2025 NP, is poised to grow ~10x by 2028E and we see its
earnings contribution more than quadrupling to 52% of the total, driving 80%+ of its
incremental EPS growth through 2028E. Such a shift in investment narrative, in our
view, warrants a rerating. We are Buy rated on both the H-share and A-share.

Price Target Risks and Methodology - Weichai Power

Valuation: We adopt a SoTP-based valuation methodology as we believe SoTP better
captures the different stages of growth the company’ s various power generation
products are in. Our primary valuation is anchored to the H-share.

= We value Weichai’ s legacy business using lower-than-mid-cycle P/E (at 10x) on
average 2026E-27E EPS and KION’ s attributable market cap value to Weichai.

m  For Weichai’ sAIDC power generation business portfolio: 1) Diesel large engines
(back-up power): We apply 20x 2028E P/E, discounted back to mid-2027E using a
CoE of 9%; 2) RICE (prime power): We apply 25x 2030E P/E, discounted back to
mid-2027E using a CoE of 9%. 3) SOFC (prime power): We apply 25x 2030E P/E,
discounted back to mid-2027E using a CoE of 9%.

With this, we derive our H-share 12-m target price at HK$55.0/share. For the A-share,
we assume a 5% discount to the H-share equity value referencing to the trading
patterns over the 6 month, leading to a 12-m target price of Rmb48.00/share.

Key risks: 1) Slower-than-expected macro activity, particularly in road freight,
infrastructure and property; 2) weaker-than-expected global economic growth; 3)
powertrain shift to higher electrification penetration and lower LNG penetration; 4)
weaker-than-expected HDT engine market share performance; 5)
slower-than-expected development in power generation business.
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