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EQUITY: Machinery and Equipment

AIDC cooling leader; overseas orders ramp
Overseas AIDC orders of Dunham Bush (the company’s

global HVAC brand) ramp on global Al build-out

Initiate at Buy with a TP of CNY60.69, implying 60.0% upside
We expect the company’s overseas AIDC orders to move into large-scale delivery in 2027F,
while elevated contract liabilities should provide further visibility on revenue growth. We
therefore forecast revenue of CNY9,071mn/CNY11,422mn/CNY13,838mn in 2026-28F,
implying a CAGR of 25.2%. We also expect a rising contribution from AIDC and a richer
product mix to lift the gross margin of industrial products, supporting net profit of
CNY899mn/CNY1,434mn/CNY1,837mn over the same period, implying a CAGR of 48.2%.
On valuation, we apply a 42x target P/E, equivalent to the three-year average TTM P/E plus
1SD, reflecting our expectation that a rising AIDC contribution will drive a marked
improvement in earnings growth and profitability vs. historical levels. Based on 2027F EPS
of CNY1.45, we derive a TP of CNY60.69, implying 60.0% upside, and initiate at Buy. Over
the three months to 9 Sep, the stock rose 18%, outperforming the CSI 300 by 22.8pp, which
we attribute to strong global AIDC liquid-cooling demand and continued overseas order wins
for the company, a key primary-side chiller play. Key catalysts: stronger AIDC primary-side

chiller demand and further large overseas AIDC chiller orders at Dunham Bush. Key

downside risks: slower AIDC build-out, macro weakness, delays in new product
development, raw material price volatility and a slower-than-expected capacity ramp-up.

AIDC build-out unlocks a new compressor market

The Al build-out is placing ever greater demands on data-center cooling. As rack power
density rises, so do cooling loads and energy-efficiency requirements, accelerating upgrades
in cooling systems and demand for magnetic bearing centrifugal chillers. We believe the
global AIDC cooling industry is entering a period of technology upgrades and rapid demand
growth. Recent results from major North American HVAC manufacturers - including Trane
Technologies and Johnson Controls - point in the same direction, with both orders and AIDC-

related revenue growing rapidly. Based on data from Grid Strategies, the IEA and the

CIAPST, we estimate average annual incremental AIDC-related compressor demand of

CNY38.4bn globally and CNY6.4bn in China over 2025-30.

Overseas AIDC orders ramp; HRSG adds potential upside

We believe Dunham Bush’s established North American brand, together with Moon

Environment’s global manufacturing footprint, leaves the company well placed to take on
data-center orders that larger manufacturers cannot absorb because of capacity constraints.
According to company data, Dunham Bush recently secured magnetic bearing centrifugal
chiller orders from North American and Australian customers, scheduled for delivery in end-
2026 and 2027. These wins improve visibility for the overseas AIDC business and reinforce
our view that AIDC will be a major growth driver over the next several years. The company
also has exposure to the upswing in gas-fired power. Associate Yantai Hyundai Heavy
Industrial Co., Ltd. manufactures heat recovery steam generators (HRSGs) and works with
major global gas-turbine manufacturers including GE and Siemens. We expect stronger
global demand for gas-fired generation and gas turbines to support the HRSG business, with
the contribution flowing through investment income.
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Year-end 31 Dec FY25 FY26F FY27F FY28F
Currency (CNY) Actual Old New Old New Old New
Revenue (mn) 7,052 9,071 11,422 13,838
Reported net profit (mn) 564 899 1,434 1,837
Normalised net profit (mn) 515 881 1,434 1,837
FD normalised EPS 0.52 0.89 1.45 1.85
FD norm. EPS growth (%) -0.7 70.9 62.8 28.1
FD normalised P/E (x) 73.1 42.7 26.3 20.5
EV/EBITDA (x) 20.8 26.3 17.0 12.8
Price/book (x) 2.9 5.3 4.5 3.8
Dividend yield (%) 0.3 0.4 0.7 0.9
ROE (%) 8.8 12.6 17.2 18.7
Net debt/equity (%) net cash net cash net cash net cash

Source: Wind, company data, Nomura estimates
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Key data on Moon Environment Technology

Performance Cashflow statement (CNYmn)
(%) 1M 3M  12M Year-end 31 Dec FY24 FY25 FY26F FY27F FY28F
Absolute (CNY) -10.3 18.0 204.7 M cap (USDmn) 5,556.3 EBITDA 739 822 1,366 2,077 2,673
Absolute (USD) -10.1  18.7 219.3 Free float (%) 59.5  Change in working capital -56 52 135 14 72
Rel to CSI 300 -7.7 22.8 201.7 3-mth ADT (USDmn) 311.1  Other operating cashflow 38 -53 -261 -454 -614
Source: Gildata Cashflow from operations 721 821 1,240 1,637 2,130

Capital expenditure -116 -124 -34 -34 -34
Income statement (CNYmn) Free cashflow 604 697 1,206 1,603 2,096
Year-end 31 Dec FY24 FY25 FY26F FY27F FY28F Reduction in investments -291 -678 -793 -833 -874
Revenue 6,635 7,052 9,071 11,422 13,838 Net acquisitions 0 0 0 0 0
Cost of goods sold -4,801 -5,153 -6,490 -7,889 -9,389 Dec in other LT assets 0 0 0 0 0
Gross profit 1,833 1,899 2,581 3,533 4,449 Inc in other LT liabilities 0 0 0 0 0
SG&A -1,272  -1,275  -1,570 -1,884 -2,227 Adjustments 108 50 110 163 170
Employee share expense CF after investing acts 421 69 523 934 1,392
Operating profit 745 771 1,162 1,898 2,511 Cash dividends -191 -99 -158 -252 -323
EBITDA 739 822 1,366 2,077 2,673 Equity issue 0 0 0 0 0
Depreciation -161 -170 -174 -155 -147 Debt issue -51 208 -21 0 0
Amortisation Convertible debt issue
EBIT 578 652 1,192 1,922 2,525 Others -118 -180 0 -33 -33
Net interest expense 24 23 -29 -24 -14 CF from financial acts -359 -71 -179 -285 -356
Associates & JCEs 0 0 0 0 0 Net cashflow 66 3 344 649 1,036
Other income 187 125 181 273 303 Beginning cash 2,249 2316 2,318 2,662 3,311
Earnings before tax 773 772 1,163 1,898 2,5M1 Ending cash 2,316 2,318 2,662 3,311 4,346
Income tax -106 -141 -159 -297 -461 Ending net debt -1,546  -1,607 -1,951 -2,600 -3,635
Net profit after tax 667 630 1,004 1,601 2,051
Minority interests -39 -66 -105 -167 -214 Balance sheet (CNYmn)
Other items 0 0 0 0 0 As at 31 Dec FY24 FY25 FY26F FY27F FY28F
Preferred dividends Cash & equivalents 2,316 2,318 2,662 3,311 4,346
Normalised NPAT 519 515 881 1,434 1,837 Marketable securities 1,401 2,201 2,995 3,827 4,702
Extraordinary items 109 49 18 0 0 Accounts receivable 2,120 2,113 2,808 3,479 4,249
Reported NPAT 628 564 899 1,434 1,837 Inventories 1,451 1,754 2,085 2,611 3,062
Dividends -191 -99 -158 -252 -323 Other current assets 655 648 851 1,013 1,223
Transfer to reserves 437 465 741 1,182 1,514 Total current assets 7,942 9,035 11,401 14,241 17,582
Valuations and ratios LT investments 1,349 1,395 1,395 1,395 1,395
Reported P/E (x) 14.9 32.6 41.9 26.3 20.5 Fixed assets 1,358 1,343 1,208 1,072 937
Normalised P/E (x) 18.0 35.7 42.7 26.3 20.5 Goodwill 811 811 811 811 811
FD normalised P/E (x) 72.5 73.1 42.7 26.3 20.5 Other intangible assets 214 229 241 272 301
Dividend yield (%) 0.7 0.3 0.4 0.7 0.9 Other LT assets 191 180 157 142 138
Price/cashflow (x) 52.2 45.9 30.4 23.0 17.7 Total assets 11,866 12,993 15,212 17,933 21,163
Price/book (x) 1.6 2.9 5.3 4.5 3.8 Short-term debt 384 565 565 565 565
EV/EBITDA (x) 10.6 20.8 26.3 17.0 12.8 Accounts payable 2,275 2,515 3,121 3,822 4,532
EV/EBIT (x) 62.6 55.7 30.2 18.4 13.6 Other current liabilities 2,393 2,720 3,457 4,127 4,920
Gross margin (%) 27.6 26.9 28.5 30.9 32.2 Total current liabilities 5,052 5,800 7,143 8,515 10,018
EBITDA margin (%) 11.1 11.7 15.1 18.2 19.3 Long-term debt 386 146 146 146 146
EBIT margin (%) 8.7 9.2 13.1 16.8 18.2 Convertible debt
Net margin (%) 9.5 8.0 9.9 12.6 13.3 Other LT liabilities 217 289 286 286 286
Effective tax rate (%) 13.7 18.3 13.7 15.7 18.3 Total liabilities 5,656 6,235 7,575 8,947 10,450
Dividend payout (%) 30.4 17.6 17.6 17.6 17.6 Minority interest 398 380 484 651 864
ROE (%) 10.8 8.8 12.6 17.2 18.7 Preferred stock
ROA (pretax %) 4.9 5.2 8.4 11.6 12.9 Common stock 764 992 992 992 992
Growth (%) Retained earnings 4,502 4,952 5,693 6,875 8,389
Revenue -11.5 6.3 28.6 25.9 21.2 Proposed dividends
EBITDA -0.3 11.2 66.2 52.1 28.7 Other equity and reserves 546 433 467 467 467
Normalised EPS -8.2 -23.6 70.9 62.8 28.1 Total shareholders' equity 6,210 6,758 7,637 8,986 10,713
Normalised FDEPS -8.2 -0.7 70.9 62.8 28.1 Total equity & liabilities 11,866 12,993 15,212 17,933 21,163
Source: Wind, company data, Nomura estimates

Liquidity (x)

Current ratio 1.57 1.56 1.60 1.67 1.76

Interest cover - - 41.1 80.7 179.2

Leverage

Net debt/EBITDA (x)

net cash net cash net cash net cash net cash

Net debt/equity (%)

net cash net cash net cash net cash net cash

Per share

Reported EPS (CNY) 0.63 0.57 0.91 1.45 1.85
Norm EPS (CNY) 0.68 0.52 0.89 1.45 1.85
FD norm EPS (CNY) 0.52 0.52 0.89 1.45 1.85
BVPS (CNY) 7.61 6.43 7.21 8.40 9.92
DPS (CNY) 0.25 0.10 0.16 0.25 0.33
Activity (days)

Days receivable 111.4  108.0 97.6 99.1 100.5
Days inventory 107.5 112.0 106.5 107.1 108.8
Days payable 172.4 167.3 156.3 158.4 160.2
Cash cycle 46.4 52.7 47.8 47.8 49.1

Source: Wind, company data, Nomura estimates
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Company profile

Moon Environment positions its business around “energy and power”. Its major products include screw compressors,
centrifugal compressors, reciprocating compressors, scroll compressors, absorption chillers and industrial heat pumps. Its
businesses span industrial refrigeration, HVAC, green-energy equipment, precision forming and smart industrial solutions, with
applications in food freezing, refrigeration and processing, cold-chain logistics, data centers, and energy and power.

Valuation Methodology

We apply a 42x target P/E, in line with the stock’s three-year average TTM P/E plus 1SD. Based on 2027F EPS of CNY1.45,
we derive a TP of CNY60.69. The stock’s benchmark index is the CSI 300.

Risks that may impede the achievement of the target price

Key downside risks include slower-than-expected AIDC build-out; macro weakness; delays in new-product development; raw-
material price volatility; and a slower-than-expected capacity ramp-up.

ESG

According to Moon Environment’s 2025 Environmental, Social and Governance (ESG) Report, the company is accelerating the
green and low-carbon transformation of traditional industries in support of China’s dual-carbon goals and energy transition. It
continues to advance technological development and commercial applications of low-carbon refrigerants including R744 and
R290, while developing a green value chain across its operations. The company supplied its proprietary CO2 compression and
liquefaction unit to CHN Energy’s Jinjie Power Plant for a 150ktpa carbon capture and utilization demonstration project. In
2025, 100% of production staff held the required professional certifications, while employee welfare expenditure reached
CNY47.86mn.
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Focus charts

Fig. 1: Global deployed AIDC capacity
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Fig. 2: Energy consumption breakdown of conventional AIDCs
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Source: Chinese Association of Refrigeration, China AIDC Cooling Technology Annual
Development Research Report 2024, CCID Consulting, Nomura

Fig. 3: We estimate annual incremental AIDC-related compressor demand at CNY38.4bn

globally and CNY6.4bn in 2025-30

AIDC capacity addition assumptions
2025-30E AIDC capacity additions (GW)
Share of global AIDC capacity additions
Incremental chiller market size assumptions
Chiller value per MW (USDmn/MW)
Total incremental chiller market, 2025-30E (CNYbn)
Average incremental chiller market, 2025-30E (USDbn)
USD/CNY
Average annual incremental chiller market (CNYbn)
Incremental compressor market size assumptions
Compressor share of chiller value
Average annual incremental compressor market (CNYbn)
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Source: Grid Strategies, Semiconductor Industry Development Branch of the China International Association for Promotion of

Science and Technology (CIAPST), IEA, Nomura estimates
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Fig. 4: Moon Environment Technology — AIDC drives

continued revenue growth at Yantai Moon Group (Hong Kong)
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Fig. 5: Moon Environment Technology — AIDC drives
continued NPM expansion at Yantai Moon Group (Hong Kong)
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Source: Moon Environment 2019-25 annual reports and 1H26 interim report, Nomura

Fig. 6: Moon Environment Technology — AIDC is the main
growth driver for industrial products and total revenue
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Fig. 7: Moon Environment Technology — Blended and
industrial-products gross margins trend broadly in line
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Results review

According to Moon Environment’s 1H26 interim report, revenue rose 18.0% y-y to
CNY3,678mn and net profit increased 17.0% y-y to CNY311mn. Weighted-average ROE
rose 0.26pp y-y to 4.83%. By region, domestic revenue increased 4.0% y-y to
CNY2,185mn in 1H26, accounting for 59.4% of total revenue, while overseas revenue
rose 46.9% y-y to CNY1,494mn and accounted for 40.6%.

We attribute the strong overseas revenue growth mainly to rapid expansion of the
overseas AIDC business. According to operating data for major subsidiaries disclosed in
the interim report, Yantai Moon Group (Hong Kong) Limited, the holding company for
Dunham Bush, generated revenue of CNY1,665mn in 1H26, up 39.6% y-y, further
demonstrating the strong growth in compressor demand driven by the Al infrastructure
build-out.

Investment highlight

Well positioned to capture overflow AIDC chiller orders

AIDC demand remains strong, with major North American HVAC manufacturers
continuing to report growth in data-center revenue and orders. Capacity is increasingly
tight and expansion lead times are long, resulting in clear order spillover. We believe
Moon Environment is well positioned to capture such orders through Dunham-Bush’s
established brand and distribution network in North America, together with its
manufacturing footprint and capacity expansion across Yantai, Malaysia and North
America. Recent magnetic bearing centrifugal chiller orders in North America and
Australia further demonstrate its ability to secure overseas orders.

Recent operating data disclosed by major North American HVAC manufacturers further
confirm strong industry demand:

(1) Trane Technologies (TT US, Not Rated): Backlog reached a record USD12.1bn in
2QFY26, up 70% y-y. Americas large commercial HVAC equipment orders rose 130% y-
y, marking the fourth consecutive quarter of more than 100% growth, while backlog
increased around 90% y-y. Around USD6bn of orders are scheduled for delivery in 2027
and beyond.

(2) Johnson Controls (JCI US, Not Rated): Backlog reached a record USD21bn in
3QFY26, up more than 30% y-y. Americas orders increased 37% y-y, driven by AIDC
and other mission-critical applications. The company expects AIDC revenue to approach
20% of group revenue in FY26 and rise to around one-third over the next 3-5 years.

Overall, the rapid growth in orders and backlog at the major North American HVAC
manufacturers indicates that AIDC chiller demand remains strong, while capacity
constraints and longer delivery schedules are widening the supply-demand gap. We
believe this provides a favorable industry backdrop for Dunham-Bush to capture
incremental demand.
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Financial forecasts

We believe Moon Environment can leverage Dunham Bush'’s established North
American brand and the group’s global manufacturing footprint to capture overseas
AIDC cooling demand that major HVAC manufacturers cannot absorb because of
capacity constraints. According to company data, Dunham Bush recently secured two
magnetic bearing centrifugal chiller orders from North American Customer A worth more
than USD30mn and USD100mn, respectively, for delivery in 2027. It also secured an
order worth more than USD10mn from Australian Customer B for delivery by end-2026.
We expect the AIDC business to continue ramping up and forecast revenue of
CNY9,071mn/CNY11,422mn/ CNY13,838mn in 2026-28F, representing a CAGR of
25.2%. We forecast net profit of CNY899mn/CNY1,434mn/CNY1,837mn over the same
period, representing a CAGR of 48.2%. Our key segment assumptions are as follows.

Industrial products

We expect AIDC to be the main growth driver for industrial products. Our forecasts take
into account: 1) sustained AIDC demand and a gradual recovery in broader industrial
demand; and 2) Dunham Bush’s position as a long-established North American HVAC
brand, its manufacturing footprint across Yantai, Malaysia and North America, and
strong revenue growth at Yantai Moon Group (Hong Kong) in 1H26. With reference to
AIDC-related demand and backlog growth at Trane Technologies and Johnson Controls,
we forecast industrial-products revenue growth of 32% y-y in 2026F. For 2027-28F,
factoring in large-scale delivery of overseas AIDC orders, a gradual capacity ramp and a
higher revenue base, we forecast growth of 28%/22% y-y. We expect the rising
contribution from AIDC products and an improving product mix to lift industrial-products
gross margin from 26.89% in 2025 to 28.89%/31.89%/33.39% in 2026-28F.

Engineering & construction

Moon Environment’s engineering & construction business mainly comprises EPC
contracting for thermal-management systems and is closely linked to its proprietary
refrigeration-equipment business. As the company continues to expand its integrated
AIDC thermal-management solutions, we forecast engineering & construction revenue
growth of 20% y-y in each of 2026-28F. We forecast gross margin to rise by
0.1pp/0.3pp/0.1pp y-y over the same period, reflecting greater synergies between
equipment sales and project execution and a rising contribution from higher-value-
added AIDC projects.

Other businesses

Other businesses mainly comprise material sales and other revenue. Following weaker
demand over the past two years, we expect a gradual recovery in domestic and
downstream industry demand, driving revenue growth of 2%/5%/5% y-y in 2026-28F.
We forecast gross margin to increase by 0.5pp each year over the same period.

Expenses

As scale benefits emerge and internal digitalization delivers cost savings and efficiency
gains, we expect expense ratios to decline gradually. We forecast the combined selling,
administrative and R&D expense ratio at 16.69%/15.89%/15.49% in 2026-28F.
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Fig. 8: Moon Environment Technology — Key financial forecasts
2026F 2028F
Total revenue 6,635 7,052 9,071 11,422 13,838 25.2%
y-y growth (%) 6% 29% 26% 21%
Industrial products 5,629 5,613 7,409 9,484 11,570 27.3%
y-y growth (%) 0% 32% 28% 22%
as % of revenue 85% 80% 82% 83% 84%
Engineering & construction 606 1,077 1,293 1,551 1,862 20.0%
y-y growth (%) 78% 20% 20% 20%
as % of revenue 9% 15% 14% 14% 13%
Other businesses 399 361 369 387 407 4.0%
y-y growth (%) 9% 2% 5% 5%
as % of revenue 6% 5% 4% 3% 3%
Gross profit 1,833 1,899 2,581 3,533 4,449 32.8%
y-y growth (%) 4% 36% 37% 26%
Blended GPM (%) 27.6% 26.9% 28.5% 30.9% 32.2%
Industrial-products GPM (%) 28.1% 26.9% 28.9% 31.9% 33.4%
Engineering & construction GPM (%) 14.8% 20.3% 20.4% 20.7% 20.8%
Other-businesses GPM (%) 40.1% 47 1% 47.6% 48.1% 48.6%
Expenses
Selling expenses 595 592 734 891 1,051
as % of revenue 9.0% 8.4% 8.1% 7.8% 7.6%
G&A expenses 382 363 439 519 615
as % of revenue 5.8% 5.1% 4.8% 4.5% 4.4%
R&D expenses 255 278 340 405 477
as % of revenue 3.8% 3.9% 3.7% 3.5% 3.4%
Operating profit 745 77 1,162 1,898 2,511 48.2%
y-y growth (%) 4% 51% 63% 32%
Net profit 628 564 899 1,434 1,837 48.2%
y-y growth (%) -10% 59% 59% 28%

Source: Wind, Moon Environment 2024-25 annual reports, Nomura estimates

Our 2026F revenue forecast is 4.5% above Wind consensus, while our 2027F/2028F
forecasts are 1.7%/2.5% below consensus. Our net profit forecasts for 2026-28F are
7.4%/7.8%/2.3% above consensus. For revenue, our 2026F forecast is above
consensus as we expect overseas Al infrastructure investment to remain strong, with
elevated contract liabilities and Dunham Bush’s disclosed orders providing additional
support. For 2027-28F, our assumptions are more conservative as we factor in
intensifying industry competition. On earnings, we expect the AIDC business to enter a
major delivery phase from 2027F, with a rising contribution from higher-margin AIDC
products supporting further overall gross margin expansion.

Fig. 9: Moon Environment Technology — Nomura estimates vs Wind consensus
Nomura estimates Wind consensus Diff. (%)
2026F 2027F 2028F 2026F 2027F 2028F 2026F 2027F 2028F
Revenue 9,071 11,422 13,838 8,677 11,614 14,196 4.5 -1.7 2.5
Net profit 899 1,434 1,837 838 1,330 1,796 7.4 7.8 2.3

Note: Wind consensus data as of 9 Sep 2026.
Source: Wind, Nomura estimates
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Valuation methodology and risks
Initiate at Buy with a TP of CNY60.69

We use a P/E-based valuation approach given the expected improvement in Moon
Environment's profitability. We use 2027F as the valuation base year, when we expect
overseas AIDC orders to enter a major delivery phase, while industrial waste-heat
recovery heat pumps should provide incremental earnings.

As AIDC develops into a major growth driver, we expect both earnings growth and
profitability to improve markedly from historical levels. We forecast the company’s net
profit to deliver a 48.2% CAGR in 2026-28F, compared with 9.9% over 2023-2025.
Accordingly, we apply a 42x target P/E for valuation, equivalent to the three-year
average TTM P/E plus 1SD. Based on 2027F EPS of CNY1.45, we derive a TP of
CNY60.69, implying 60.0% upside, and initiate at Buy. The stock currently trades at
around 42x 2026F P/E and 26x 2027F P/E.

Fig. 10: Moon Environment Technology — Historical TTM P/E band
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Note: Priced as of 9 Sep 2026.
Source: Wind, Nomura

Fig. 11: Moon Environment — Valuation comparables

) 0
Ticker Company name e (CT':Y) ((S:Y) ('\:Iilefn'; 2026F ::27); 2028F E;oszti;;R 2026F Rz?);: 2028F
000811 CH  Moon Environment Technology Buy 60.69 37.94 37.65 41.9 26.3 20.5 48% 12.6 17.2 18.7
605060 CH  Allied Machinery Not Rated 40.49 9.74 29.7 211 14.8 42% 12.3 15.2 18.3
301317 CH  Xinlei Compressor Not Rated 49.50 7.78 85.8 41.2 14.9 22% 6.9 13.2 31.3
301018 CH  Shenling Environmental Systems Not Rated 100.70 37.69 85.3 42.4 25.8 69% 14.3 22.0 25.8
688448 CH  Nanjing CIGU Technology Not Rated 67.27 6.56 178.2 34.8 16.5 207% 3.5 16.7 29.5
Average 94.7 34.9 18.0 85% 9.3 16.8 26.2

Note: Priced as of 9 Sep 2026; Nomura estimates for rated stocks and Wind consensus estimates for not rated stocks; average excludes Moon Environment.
Source: Wind, Nomura estimates

Key downside risks

(1) Slower-than-expected AIDC build-out: Macroeconomic or policy factors could
delay overseas AIDC construction and weigh on revenue from the company’s AIDC
refrigeration compressors, in our view.

(2) Weaker-than-expected macro environment: Slower demand from downstream
industries such as chemicals could weigh on non-AIDC refrigeration revenue
growth, in our view.

(3) Slower-than-expected new-product development: Delays in new compressor
development could weaken the company’s competitive position and constrain
revenue growth, in our view.

(4) Raw-material price volatility: A sharp increase in prices for key raw materials,
including steel and pig iron, could raise production costs and pressure profitability,
in our view.

(5) Slower-than-expected capacity ramp-up: Delays in capacity ramp-up could
constrain the company’s ability to secure and deliver orders, in our view.
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For explanation of ratings refer to the stock rating keys located after chart(s)
Valuation Methodology We apply a 42x target P/E, in line with the stock’s three-year average TTM P/E plus 1SD. Based on
2027F EPS of CNY1.45, we derive a TP of CNY60.69. The stock’s benchmark index is the CSI 300.
Risks that may impede the achievement of the target price Key downside risks include slower-than-expected AIDC build-
out; macro weakness; delays in new-product development; raw-material price volatility; and a slower-than-expected capacity
ramp-up.
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As at 30 June 2026.
*The Nomura Group as defined in the Disclaimer section at the end of this report.

** As defined by the EU Market Abuse Regulation

Definition of Nomura Group's equity research rating system and sectors

The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock,
subject to limited management discretion. An analyst’s target price is an assessment of the current intrinsic fair va lue of the stock based on an
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discoun ted cash flow
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated
target price, defined as (target price - current price)/current price.

STOCKS

A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral’,
indicates that the analyst expects the stock to performin line with the Benchmark overthe next 12 months. A rating of 'Reduce’, indicates that
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended’, indicates that the rating,
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Emerging Markets (ex-Asia): MSC| Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.
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estimates forthe company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends,
and by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.
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Australia (ABN 48 003 032 513), regulated by the Australian Securities and Investment Commission ('ASIC') and holder of an Australian
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intermediary or provide any assurance of returns to investors. (iii) NFASL terms and conditions for availing
research services is disclosed on NFASL webpage.
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a majority owned joint venture amongst Nomura Group, Orient International (Holding) Co., Ltd, and Shanghai Huangpu Investment Holding
(Group) Co., Ltd. In accordance with the laws of the People’s Republic of China (“PRC”, excluding Hong Kong, Macau and Taiwan, for the
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independently from the other members of the Nomura Group; in particular, NOI's interests in PRC securities are not disclosed to, or
aggregated with the holdings of, any other Nomura Group entities and the interests in PRC securities of other Nomura Group entities are not
disclosed to, oraggregated with the holdings of, NOI.  An individual name printed next to NOI on the front page of a research report indicates
that individual is employed by NOI to provide research assistance to NIHK under a research partnership agreement. ‘NSFSPL’ next to an
employee’s name on the front page of a research report indicates that the individual is employed by Nomura Structured Finance Services
Private Limited to provide assistance to certain Nomura entities underinter-company agreements.'Verdhana' next to an individual's name on
the front page of a research report indicates that the individual is employed by PT Verdhana Sekuritas Indonesia ('Verdhana') to provide
research assistance to NIHK under a research partnership agreement and neither Verdhana nor such individual is licensed outside of
Indonesia.
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BE CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN ANY JURISDICTION
WHERE SUCH OFFER OR SOLICITATION WOULD BE ILLEGAL; AND (Ill) OTHER THAN DISCLOSURES RELATING TO THE NOMURA
GROUP, BASED UPON INFORMATION FROM SOURCES THAT WE CONSIDER RELIABLE, BUT HAS NOT BEEN INDEPENDENTLY
VERIFIED BY NOMURA GROUP.
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document is fair, accurate, complete, correct, reliable or fit forany particular purpose or merchantable, andto the maximum extent permissible
by law and/or regulation, does not accept liability (in negligence or otherwise, and in whole or in part) for any act (or decision not to act)
resulting from use of this document and related data. To the maximum extent permissible by law and/or regulation, all warranties and other
assurances by the Nomura Group are hereby excluded and the Nomura Group shall have no liability (in negligence orotherwise, and in whole
or in part) forany loss howsoever arising from the use, misuse, or distribution of this material or the information contained in this material or
otherwise arising in connection therewith.

Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information,
including the opinions and estimates contained herein, are subjectto change without notice. The Nomura Group, however, expressly disclaims
any obligation, and therefore is under no duty, to update orrevise this document. Any comments or statements made herein are those of the
author(s) and may differ from views held by other parties within Nomura Group. Clients should consider whether any advice or
recommendation in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice.
The Nomura Group does not provide tax advice.

The Nomura Group, and/or its officers, directors, employees and affiliates, may, to the extent permitted by applicable law an d/or regulation,
deal as principal, agent, orotherwise, orhave long or short positions in, or buy or sell, the securities, commod ities or instruments, or options or
otherderivative instruments based thereon, of issuers or securities mentioned herein. The Nomura Group companies may also act as market
maker or liquidity provider (within the meaning of applicable regulations in the UK)in the financial instruments of the issuer. Where the activity
of market maker is carried out in accordance with the definition given to it by specific laws and regulations of the US or other jurisdictions, this
will be separately disclosed within the specific issuer disclosures.

This document may contain information obtained from third parties, including, but not limited to, ratings from credit ratings agencies such as
Standard & Poor's. The Nomura Group hereby expressly disclaims all representations, warranties or undertakings of originality, faimess,
accuracy, completeness, correctness, merchantability or fitness for a particular purpose with respect to any of the information obtained from
third parties contained in this material or otherwise arising in connection therewith, and shall not be liable (in negligence or otherwise, and in
whole or in part) for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use or misuse of any of the information
obtained from third parties contained in this material or otherwise arising in connection therewith. Reproduction and distrib ution of third-party
contentin any formis prohibited except with the prior written permission of the related third -party. Third-party content providers do not, express
or implied, guarantee the faimess, accuracy, completeness, correctness, timeliness or availability of any information, inclu dingratings, and are
notin any way responsible forany errors or omissions (negligent or otherwise), regardless of the cause, orforthe results obtained from the use
or misuse of such content. Third-party contentproviders give no express orimplied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third-party content providers shall not be liable (in negligence or otherwise, and in
whole or in part) for any direct, indirect, incidental, exe mplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, orlosses (including lost income or profits and opportunity costs) in connection with any use or misuse of their content, including
ratings. Credit ratings are statements of opinions and are notstatements of fact orrecommendations to purchase hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment
advice.

Any MSCI sourced information in this document is the exclusive property of MSCI Inc. (‘MSCI’). Without prior written permission of MSCI, this
information and any other MSCl intellectual property may not be duplicated, reproduced, re -disseminated, redistributed or used, in whole orin
part, forany purpose whatsoever, including creating any financial products and any indices. This information is provided on an "as is" basis.
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The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to,
computing or compiling the information hereby expressly disclaim all representations, warranties or undertakings of originality, faimess,
accuracy, completeness, correctness, merchantability or fitness for a particular purpose with respect to any of this material or the information
contained in this material or otherwise arising in connection therewith. Without limiting any of the foregoing, in no event shall MSCI, any of its
affiliates orany third party involved in, or related to, computing or compiling the information have any liability (in negligence orotherwise, andin
whole orin part) for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

The intellectual property rights and any otherrights, in Russell/Nomura Japan Equity Index belong to Nomura Fiduciary Research & Consulting
Co., Ltd. ("NFRC") and FTSE Russell ("Russell"). NFRC and Russell do not guarantee faimess, accuracy, completeness, correctness,
reliability, usefulness, marketability, merchantability or fitness of the Index, and do not account for business activities o r services that any index
user and/or its affiliates undertakes with the use of the Index.

Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be
viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Nomura Group produces a
number of different types of research product including, among others, fundamental analysis and quantitative analysis; recommendations
contained in one type of research product may differ from recommendations contained in othertypes of research product, whether as a result
of differing time horizons, methodologies or otherwise. The Nomura Group publishes research productin a number of different ways including
the posting of product on the Nomura Group portals and/or distribution directly to clients. Different groups of clients may receive different
products and services from the research department depending on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indica tors of future or
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Certain securities are subject to fluctuations in exchangerates that could have an adverse effect on the value or price of, or income derived
from, the investment.

With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or
strategic, which typically last from 6-12 months. However, trade recommendations may be reviewed at any time as circumstances change.
‘Stop loss’ levels for trades are also provided; which, if hit, closes the trade recommendation automatically. Prices and yie lds shown in
recommendations are taken at the time of submission for publicationand are based on either indicative Bloomberg, LSEG or Nomura prices
and yields at that time. The prices and yields shown are not necessarily those at which the trade recommendation can be imple mented.
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from the registration requirements of the 1933 Act. Unless governing law permits otherwise, any transaction shouldbe execute d via a Nomura
entity in your home jurisdiction.
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Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Niplc is a memb er of the London Stock
Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, or take into
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who are 'eligible counterparties' or 'professional clients' for the purposes of applicable regulations in the UK, and may not, therefore, be
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Europe GmbH (“NFPE”). NFPE is a company organized as a limited liability company under German law registered in the Commercia | Register
of the Court of Frankfurt/Main under HRB 110223. NFPE is authorized andregulated by the German Federal Financial Supervisory Authority
(BaFin).
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