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If the market's concerns about weaker macro conditions prove
correct, we may have overestimated CATL's battery volume
from China's ePV segment. However, we believe investors are
underappreciating several areas that can support resilient
earnings across cycles.

What the market is underappreciating about demand: We believe a robust e-
commercial fleet market in China, re-accelerating EV adoption in Europe, and
emerging EV inflection across overseas markets ex-US have collectively become too
large for CATL revenue exposure to overlook. Meanwhile, China's ESS market is
evolving toward a more diversified revenue model, with YTD EPC contract awards
remaining strong. Around the globe, ESS demand should stay resilient through
2027, supported by grid flexibility needs, higher economics amid elevated gas prices,
and inference scaling.

TCO-equivalent $/kwh premium: Based on our analysis, CATL could justify up to a
Rmb0.24/Wh price premium over tier-2 peers to reach a parity level in total cost of
ownership. Secondhand car markets also price CATL's batteries at a >Rmb0.1/Wh
premium. These are well above CATL's current margin premium of just Rmb0.09/
Wh over tier-2 peers, which we believe should be sustained. This also suggests CATL
has passed a significant portion of its quality and performance advantages on to end

users rather than fully retaining the value itself.

Unique "CATL-inside" franchise: We believe CATL has established a global
consumer-brand franchise, and its market share and margin premium are
increasingly determined by end user preference rather than OEM purchasing
decisions. Besides superior reliability and performance, safety carries unlimited
willingness to pay among consumers.

Shaping the market: CATL's new products have strengthened model cycles year to
date, defending against the market down-cycle and realizing a 12% YoY increase in
battery deployment in the domestic ePV market, vs. the industry's double-digit
decline in domestic ePV sales. The company releases new products every year,
improving unit battery capacity per car at a 7% CAGR over the past six years.

Some investors are looking for a Rmb0.08/Wh net margin scenario: The
consequence could be an increasingly consolidated industry structure, as many tier-
2 battery manufacturers have already fallen into negative cash profitability. As such,
we view this as a bottom-fishing scenario for CATL shares.
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Price target Rmb500.00
Up/downside to price target (%) 68
Shr price, close (Oct 9, 2026) Rmb297.75
52-Week Range Rmb468.75-285.17
Sh out, dil, curr (mn) 4,564

Rmb1,433,117
Rmb1,250,374
Rmb12,343

12/25 12/26e 12/27e 12/28e

Mkt cap, curr (mn)
EV, curr (mn)
Avg daily trading value (mn)

Fiscal Year Ending

Revenue, net (Rmb mn) 423,702 607,716 717,435 873,553

EBITDA (Rmb mn) 97,874 132,552 152,469 189,028
EPS, basic (Rmb)* 1553 21.04 2477 30.79
EPS (Rmb)** 16.14 21.04 2490 30.95
Prior EPS (Rmb)** - 207 270 332
P/E, basic* 237 142 120 9.7
P/BV 52 3.6 3.1 2.6
EV/EBITDA 16.1 8.8 7.1 53
RNOA (%) 571 541 767 1106
Div yld (%) 22 35 42 57
FCF yld ratio (%)** 5.1 8.9 93 103

Net income (Rmb mn)* 72,201 95,088 111,958 139,148

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework

** = Based on consensus methodology

*=GAAP or approximated based on GAAP

e = Morgan Stanley Research estimates
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Executive Summary

In our view, the key debate is whether the market is underappreciating several high-
conviction growth vectors that could sustain earnings growth into 2027. Over the next 3-6

months, we see three critical checkpoints:

1. Management's 2027 production plan, which should provide greater visibility on
growth expectations;

2. China's ESS tender contract awards in 4Q26, which could translate into battery
shipments in 1Q27 and serve as an early indicator of demand outlook; and

3. 3Q26 and 4Q26 results, where we expect investors to focus on unit margin
resilience amid ongoing concerns around industry competition.

Positive developments on these fronts would, in our view, challenge the prevailing
earnings decline narrative currently embedded in buy-side expectations.

Exhibit 1: Buy-side and sell-side expectations have diverged drastically: who revises next?
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Source: Factset, Morgan Stanley Research (E) estimates

Our investment thesis

We expect resilient growth in demand into 2027: For EV batteries, we believe the
market remains overly focused on weakness in China's ePV market (roughly one-third of
CATL's EV battery volume) while underappreciating other application markets (two-thirds
of volume), including electrification of commercial fleets in China, re-acceleration of EV
adoption in Europe and an emerging EV inflection across the rest of the world (ex-US)
that we expect to remain robust into next year. China's ESS market is shifting to a
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diversified revenue model now despite less energy arbitrage in some provinces. YTD EPC
contract awards continue to be strong. Globally, we remain constructive on ESS demand,
which is increasingly underpinned by power system flexibility requirements and the
growing LCOE advantage amid elevated gas prices. AIDC inference peak-shaving demand
should add another layer of growth.

TCO parity implied $/kwh premium of CATL's batteries still undervalued: For battery
end users, particularly in commercial applications, CATL's quality premium such as cycle
life, degradation resistance, round-trip efficiency and low-temperature performance,
created by its material science capability, directly translate into economic value. CATL's
battery total cost of ownership (TCO) advantage suggests it can sustainably maintain the
current profitability premium vs. tier-2 battery producers. Based on our analysis, if battery
pricing fully converges toward TCO parity, CATL could justify up to a Rmb0.24/Wh price
premium over tier-2 peers, well above the current margin premium of just Rmb0.09/Wh.
This suggests CATL has passed a significant portion of its quality and performance
advantages on to OEMs and end users rather than fully retaining the value itself.

Unique "CATL-inside" franchise. We believe CATL has established a global consumer-
brand franchise, occupying a 70% share of the NCM battery market and a ~98% share
among vehicle models priced above RMB400,000 in China. According to a NielsenlQ
survey published in September 2026, 37.1% of Chinese respondents indicated they would
consider giving up purchasing their desired vehicle models if they are not equipped with
CATL batteries. We believe CATL's pricing/ margin premium is increasingly determined by
end user preference rather than OEM purchasing decisions. Consumers are willing to pay

for superior reliability and performance, and safety carries an unlimited willingness-to-pay.

A Rmb0.08/Wh net margin scenario and the underlying industry structure: Some
investors are concerned that CATL's battery net margin could decline toward RMB0.08/
Wh or less next year amid weaker macro conditions and new tax burden. However, the
consequence of this could be an increasingly consolidated industry structure, as many tier-
2 battery manufacturers have already fallen into negative cash profitability. As such, we
view this as a bottom-fishing scenario for shares.

Shaping the market, not just a market participant: CATL's new products such as Qilin Il
and Freevoy have strengthened model cycles year to date, defending against the market
downcycle with a 12% YoY increase in China ePV battery deployment (+3% in "CATL-
inside" model sales and +9% in battery capacity per car), vs. a double-digit decline in China
ePV retails. The company releases new products every year, improving unit battery
capacity per car at a 7% CAGR over the past six years. We think the new products that will
strengthen model cycles and drive battery capacity per car are Qilin lll, Freevoy II, and
Shengxing lll, as well as condensed batteries. Sodium batteries could also see a powerful
product cycle for energy storage next year.
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Exhibit 2: CATLs product innovation cycles, strengthening EV model cycle, and
development of energy storage market solutions help support EBITDA growth
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Source: CATL, Morgan Stanley Research (e) estimates

Valuation: CATL-A saw a ~20x P/E based on buy-side forecasts and TIx consensus NTM P/
E at a historical trough in early 2024. Our EV/EBITDA target multiple for CATL-A implies
20x 2027e P/E, vs. the 3-year average level of 17x, as the company is embracing a new

powerful product cycle for sodium and condensed batteries.

Where we could be wrong

1. If China's EV sales decline more sharply than we expect amid weaker macro
consumption, as some investors fear, CATL could face further earnings
downgrades as volume growth falls short of forecasts.

2. If industry competition proves more intense and tier-2 battery makers continue to
operate at or near zero cash profitability, CATL's battery margins could see greater
downside than we currently model. Although we view industry consolidation as
the likely outcome under such a scenario, the adjustment process could be more
prolonged and disruptive, resulting in weaker near-term profitability and earnings
for CATL than our base case assumes.

3. Weaker macro conditions could weigh on commercial vehicle sales in China.
Although we expect electrification penetration in the eCV segment to continue to
rise, total battery deployment could still undershoot our expectations if fleet
demand weakens materially.
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TCO-Equivalent Premium Analysis

CATL's technology advantage could support ~Rmb0.2/Wh of TCO-equivalent premium

We estimate that, if battery pricing fully converges toward TCO parity, CATL could justify
up to Rmb0.24/Wh price premium over tier-2 peers. The key point is that battery
procurement cost is the only upfront purchase cost, and one component of commercial-
use economics. For high-utilization commercial fleets or energy storage, battery economy
is ultimately determined by the amount of usable energy and productive mileage or
energy dispatch delivered over the battery lifetime. Cycle life, degradation resistance,
round-trip efficiency (RTE), and low-temperature performance therefore matter
substantially more than the headline Rmb/Wh purchase price.

First, a longer cycle life and slower degradation reduce the probability of battery
augmentation or replacement and, importantly, allow the vehicle to retain sufficient
usable range later in life. Second, higher system efficiency lowers lifetime electricity
consumption. Third, stronger low-temperature performance preserves usable capacity and
charging efficiency during winter operation, reducing additional charging stops and lost
vehicle utilization. Fourth, better retained battery health should support higher residual

value at vehicle disposal.

Exhibit 3: Heavy-duty truck TCO analysis — CATL vs. peers

TCO Benefit Driver Syl f(gnmng;) it Vol Timing PER\IJ:EIS;IE N :IIQI;;E?I:\?;?EW

Energy efficiency savings 8,750 Annual 58,713 M7
Charging / downtime productivity 10,000 Annual 67,101 134
Payload / freight contribution 4,050 Annual 27,176 o4
Avoided augmentation / replacement 40,000 Year 8" 21,61 43
Low-temperature / winter productivity 16,874 Annual 113,233 226
Reliability / maintenance value 2,000 Annual 13,420 27
Residual value uplift 20,000 Year 10 9,264 19
Gross PV of identified TCO benefits 30,517 621
Less: overlap / conservatism haircut (139,733) (279)
Net PV TCO advantage 170,784 342
Break-even CATL purchase premium 170,784 342
Assumed CATL actual price premium 50,000 7 100
Customer net TCO benefit after paying CATL premium 120,784 242
CATL capture of total TCO value 29.3%

Source: CATL, Morgan Stanley Research estimates

Key assumptions:

1) Battery longevity: CATL's commercial platforms are increasingly designed around
vehicle-life durability, with selected products offering 10-year/Imn-km warranties and
heavy-duty solutions targeting substantially longer operating lives. If this allows a fleet to
avoid even a partial mid-life battery augmentation of 100-150kWh, the present value of
avoided replacement expenditure could already justify roughly Rmb50-80/kWh in
upfront premiums on a 500kWh pack.

2) Higher RTE provides another measurable source of lifetime savings: For a high-
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mileage electric truck consuming around 200-250MWh of battery energy annually, a
Sppt efficiency advantage can save several MWh of electricity each year. Over an 8-10-
year operating period, the discounted electricity savings could contribute meaningfully to
TCO value. The benefit becomes larger for high-mileage vehicles, higher electricity tariffs
and fleets relying heavily on fast charging, where conversion and thermal-management

losses are more consequential.

3) Cold-weather performance adds a third layer of value that is poorly captured by
headline battery capacity: Two nominally identical 500kWh packs are not economically
equivalent if one retains materially more usable energy at -20°C. Better low-temperature
capacity retention means fewer winter charging stops, greater route completion certainty
and less time spent heating the battery before charging. For fleets operating in Northern
and Western China, we estimate that improved winter usable energy and charging
performance could materially support lifetime economic value. The value can be
considerably higher for vehicles operating continuously in very cold regions.

Putting these factors together, after allowing for overlap between benefits and
discounting future savings, we arrive at an approximately 0.24/Wh of sustainable TCO

advantage of CATL's batteries vs. tier-2 peers.

On this basis, we believe CATL's advantages in cycle life, degradation resistance, RTE
and cold-weather performance collectively create a meaningful economic moat that
should support both higher market share and more resilient unit margins vs. tier-2
peers.
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EV battery volume forecasts

1) China's ePV market (one-third of EV battery volume in 2027): CATL EV battery
installations have increased 12% YoY in China's ePV market year to date, vs. a double-digit
YoY decline in ePV sales. This has been driven by resilient premium model sales installed
with CATL's batteries and increased battery capacity per unit, which we expect to continue
into 2027 but at a slower pace, just offsetting the declining rate of ePV sales in 2027. We
expect the company's battery sales to be flat YoY in China's ePV market in 2027.

2) China's eCV market (one-third of volume): CATL's battery installations have risen 53%
YoY in China commercial fleets market year to date amid arbitrage opportunities from
diesel to electricity switching (less than two years of payback). Amid high energy prices
and diesel cracks seen for 2027 (global cracks already reaching historical highs), we expect
this arbitrage opportunity to be further strengthened. Given still-low adoption of electric
light commercial fleets currently, we expect battery installation in this market to remain
robust for 2027. We expect CATL's battery sales in China eCV market to increase 50% YoY
for 2027, alongside ongoing electrification in construction machinery and river vessels.

3) Global EV market (one-third of volume): CATL's battery installations have increased
32% yoy in Europe and 158% yoy in ROW (ex. China, US and Europe) year to date amid
inflection of battery adoption in the global auto market. For 2027, we expect company's
battery sales to increase by 25% YoY and 40% YoY in those respective regions.

sy8
24
B
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Exhibit 4: CATLs EV batteries volume forecasts
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EV Batteries 2023 2024 2025 2026e 2027e 2028e
Global EV battery deployment 760 929 1,167 1,433 1.677 2,013
China ePV 344 472 583 618 587 635
EU BEV 184 176 220 297 386 463
US ePV 96 105 121 110 121 133
ROW ePV 87 97 96 181 253 329
eBUS 22 24 11 22 22 22
eTruck 28 54 137 205 308 432
CATL market share%
China ePV 42% 42% 40% 43% 45% 45%
Ell BEV 36% 38% 43% 44% 45% 46%
US ePV 16% 12% 8% 11% 11% 11%
ROW ePV 23% 25% 26% 34% 35% 37%
eBUS 83% 82% 80% 78% 80% 80%
eTruck 65% 66 % 62% 62% 62% 62%
CATL sales
China ePV 165 211 268 294 296 320
EU ePV 76 71 112 144 191 234
ROW ePV 35 57} 35 81 12 150
eCV 36 5b 103 159 230 314
Others (machinery & marines) 10 6 23 3b 45 59
Total sales 321 381 541 712 874 1,077
YoY % 19% 42% 32% 23% 23%
Sales/deployment ratio 1.14 1.07 1.19 1.17 147 1.17
Proportion %
China ePV 51% 55% 50% 41% 34% 30%
EU ePV 24% 19% 21% 20% 22% 22%
ROW ePV 11% 10% 6% 11% 13% 14%
e-commercial fleets 14% 16% 23% 27% 31% 35%
Total 100% 100% 100% 100% 100% 100%

Source: SNE, CATL, Morgan Stanley Research () estimates



Morgan Stanley | researcs

IDEA
Exhibit 5: European EV battery installations re-accelerating Exhibit 6: ROW (ex. China, Europe and US) EV battery adoption
. . inflectin
GWh European EV battery installation 9
35 2024 2025 —0—2026 Gwh
18
30 16
25 14
12
20 10
15 8
6
10 4
5 2
0
- o a1 I3 03 3 8§ ¢ 8 g € ¢
1 2 3 4 5 6 7 8 9 10 11 12 ) W - pi ! - - £ & O
5 o 3 5] S S 3 |53 S o}
Source: SNE, Morgan Stanley Research estimates - < o - < o - <
Source: SNE, Morgan Stanley Research estimates
Exhibit 7:
China — electric heavy duty truck sales
Units China eHDT monthly sales China eHDT historical penetration rate
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Source: CAAM, Morgan Stanley Research
Exhibit 8: China — electric light duty truck sales
Units China eLDT monthly sales China eLDT historical penetration rate
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Source: CAAM, Morgan Stanley Research
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Exhibit 9: Compelling electric HDT payback: 2.4 years without subsidy; 1.8 years with subsidy at $100 Brent

Without subsidy
electric HDT
Range

Battery pack price
Battery capacity
Battery cost

ASP of eTruck

- Purchase tax benefit

- Subsidy

- Battery replacement cost
Net payment

Eletricity price
Annual mileage
Annual electricity cost

Brent price

Diesel Price

Diesel consumed
Diesel cost per year
Emission cost

Net cash flow
Payback period

Source: Morgan Stanley estimate

US$/CNY rate

km
US$/kWh
kWh

uss

Uss
Uss
Uss
Uss
Uss

US$/kWh
km/year
US$/year

US$/bbl
US$%/liter
liter per km
USS$/year
USS/year

USS$/year
year

6.8

500

80

550
44,000

102,941
0
0
0

102,941

0.09
227,500
23,243

100
1.16
0.25

66,150
0

42,907
2.4

With subsidy
electric HDT
Range

Battery pack price
Battery capacity
Battery cost

ASP of eTruck

- Purchase tax benefit

- Subsidy

- Battery replacement cost
Net payment

Eletricity price
Annual mileage
Annual electricity cost

Brent price

Diesel Price

Diesel consumed
Diesel cost per year
Emission cost

Net cash flow
Payback period

USS$/CNY rate

km
US$/kWh
kWh

US$

USs$
US$
uss
Uss
USs

US$/kWh
km/year
USS$/year

US$/bbl
US$%/liter
liter per km
US$/year
USS$/year

USS/year
year

IDEA

6.8

500

80

550
44,000

102,941
5,147
22,059
0

75,735

0.09
227,500
23,243

100
1.16
0.25

66,150
0

42,907
1.8
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ESS batteries — new forecasts

1) China's market: We believe China's ESS market is undergoing a structural transition in
the industry's revenue model, from a merchant energy arbitrage model toward a
combination of capacity value, spot arbitrage and ancillary-service revenues. China's
utility-scale energy storage pipeline remains notably strong year to date despite
deterioration in peak-valley arbitrage economics in several provinces alongside increased

grid system charges.

For standalone ESS projects, the rollout of capacity payments has largely offset this
impact and, in many cases, preserved or even improved project IRRs. At the same time,
new solar installations have incorporated limited storage capacity this year following the
removal of mandatory ESS deployment requirements. However, we view this as a timing
issue rather than a structural demand concern. As market-based electricity pricing
mechanisms continue to be implemented for solar projects, we expect spot arbitrage to
widen, strengthening the economic case for co-located storage and driving a delayed wave
of ESS installations alongside renewable assets. In addition, we see further nationwide
rollout of capacity payments in the next couple of years. We expect CATL's ESS batteries
sales to increase 20% YoY in China in 2027, down from our previous 40% forecast, to

reflect less merchant arbitrage in some provinces.

2) Global markets: ESS deployment has increased by approximately 84% YoY in global
ex-China markets year-to-date, driven primarily by North America, Europe, and the Middle
East. We believe the investment case for ESS is evolving from optionality to necessity,
supported by rising natural gas and power prices that enhance project economics, growing
energy security initiatives across regions, and increasing grid flexibility requirements as Al-
related power demand accelerates. In parallel, the rapid scaling of Al inference workloads
is likely to create an additional layer of demand for distributed power and energy storage
infrastructure, further strengthening the long-term growth outlook. Against this backdrop,
we expect global ESS demand excluding China to grow around 30% in 2027, supported by
both favorable economics and structural demand drivers.

3) Significant ESS mix improvement: As 587ah cell ramps up, we expect CATL's ESS mix
to improve given 587ah cell's Rmb2.5cents/wh margin premium over 314ah cell. This will
significant offset impact from the new consumption tax in the next two years, in our view.
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Exhibit 10: CATL ESS battery volume forecasts

IDEA

ESS sales (GWh) 2024 2025 2026e 2027e 2028e
China 31 32 100 120 144
us 39 20 35 40 48
EU 15 20 35 49 66
ROW 8 49 66 89 105
Total 93 121 236 298 363
YoY % 30% 95% 26% 22%
By products

<=314 Ah 93 121 186 178 173
587 Ah - - 50 120 190
- as % of total 21% 40% 52%
GP RMB/wh

314 Ah 0.165 0.138 0.113 0.108 0.108
587 Ah 0.138 0.128 0.123
Avg. 0.165 0.138 0.118 0.116 0.116

Source: Company data, Morgan Stanley Research (e) estimates
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China — ESS: Strong tender pipeline despite weaker
merchant spreads

China's utility-scale energy storage pipeline remains notably strong despite deterioration
in spot-market arbitrage economics in several provinces due to narrowed tariff spreads
and rising grid system charges. We believe this apparent disconnect reflects a structural
transition in the industry's revenue model from a predominantly peak-valley arbitrage one
toward a combination of capacity value, spot-market arbitrage and ancillary service
revenues. At the same time, a sizeable backlog of projects that have already secured
development quotas, land, grid-connection rights and other approvals continues to move
into the EPC stage.

In TH26, energy storage EPC/PC awards were 165.6GWh, up 106% YoY, of which grid-side
projects accounted for 146.5GWh, up 130% YoY. Momentum strengthened further in
August, with monthly EPC/PC awards reaching 42.3GWh, including 371GWh of grid-side

projects.

Exhibit 11: Monthly EPC contract awards Exhibit 12: YTD cumulative EPC contract awards (risk-adjusted)
GWh GWh
60 —2024 300 2024
50 2025 250 2025
40 2026 200 2026
30 150
20 100

123 45 6 7 8 9101 12 12 3 45 6 7 8 9 10 11 12

Source: CNESA, Morgan Stanley Research Source: CNESA, Morgan Stanley Research

We see four key reasons why project activity remains strong despite weaker energy
spreads:

1. Capacity remuneration is becoming an increasingly important part of project
economics, providing a partial hedge against merchant-spread compression

The most important structural change in 2026 has been the introduction of a nationwide

framework for compensating the reliable capacity value provided by new energy storage.

NDRC's Pricing Document No. 114, issued in January 2026, established the principle that,
once continuous spot-market operation is in place, reliable generation-side capacity should

receive capacity remuneration, explicitly bringing new energy storage into the framework.

Implementation at the provincial level has been rapid. At least 13 provinces have now
introduced or clarified capacity-remuneration mechanisms for storage. Headline tariffs can
overstate the actual economics for shorter-duration systems, however, as payments are
typically adjusted for the project's reliable discharge duration. We think capacity payments
are likely to increase project IRR by 4-7ppt for &4h ESS.
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Exhibit 13: Provinces in China implementing ESS capacity payment

Province Headline capacity payment Approx. effective payment for a 4h BESS

Gansu - RMB330/kW-year - ~“RMB220/kW-year
Jilin RMB330/kW-year ~RMB165/kW-year

Qinghai RMB185/kW-year x adjustment factors ~“RMB75-90/kW-year

Xinjiang RMB165/kW-year ~“RMB110/kW-year

Shaanxi RMB165/kW-year ~“RMB110/kW-year

Ningxia RMB165/kW-year “RMB66/kW-year

Hebei ~RMB100/kW-year ~RMB100/kW-year, subject to applicable adjustment

Western Inner Mongolia No fixed RMB/kW tariff Discharge-volume-based compensation

Source: NDRC

Gansu provides a useful illustration that capacity revenue can more than offset a

meaningful portion of the deterioration in merchant arbitrage economics:

e Consider a I00MW/400MWh project operating at 320 equivalent full cycles per
year. First-year discharged energy would be approximately Z00MWh x 320 =
128GWh.

e If the achievable spot-market spread would be compressed from RMB0.20/kWh to
RMBO0.13/kWh, annual gross arbitrage revenue would fall by approximately
128GWh x RMB0.07/kWh = RMB9.0m per year.

e However, a 4-hour storage project in Gansu can receive an effective capacity
payment of approximately RMB220/kW-year, equivalent to: 100MW x RMB220/
kW-year = RMB22m per year.

2. Lower battery costs

The second support for project economics is a continued decline in battery costs driven by
lithium price correction in 2H26. We estimate the current lithium carbonate price implies
ESS project IRR will improve 0.7-1ppt from TH26 levels.

3. Longer duration requirement

China's ESS market has shifted toward longer-duration storage, driven by the capacity
price policy. In TH26, China recorded approximately 80.1GW / 227.9GWh of EPC tenders,
implying an average duration of roughly 2.85 hours. New large-scale projects are
increasingly being designed for 4-hour or longer duration, particularly in renewable-heavy
regions where the system increasingly needs storage to shift substantial volumes of
midday renewable generation into the evening peak, and longer duration ESS will

normally obtain higher capacity payments, according to the policy.
4. Storage is shifting from an optional merchant asset to a system requirement

The more fundamental driver, in our view, is the rapid rise in renewable penetration,
particularly across Northwest China. Higher solar penetration creates increasingly
pronounced intraday imbalances; storage directly addresses this mismatch by absorbing
surplus electricity during periods of renewable oversupply and releasing it during periods
of system scarcity.
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Importantly, while storage additions compress the merchant spread, the system value of
storage does not disappear. On the contrary, its contribution to reliable capacity, ramping
capability, frequency regulation and renewable integration becomes increasingly valuable
as variable renewable penetration rises, moving toward a multi-layer revenue framework

of Energy + Capacity + Ancillary Services, in our view.
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Estimate revisions

IDEA

Volume: We cut our EV battery volume forecasts 5.8% for 2027 and 2.7% for 2028, to
reflect weakness of China ePV battery against backdrop of weaker macro conditions. We
reduce ESS volume assumptions by 2.2% and 5.9%, respectively, to reflect China less
merchant arbitrage in some provinces.

Margin: For LFP EV batteries, we now expect a Rmblcent/Wh decline YoY in 2027 to
reflect VAT refund reduction and new consumption tax, which also implies tier-2 peers
becoming more or less breakeven. For NCM batteries, we expect its unit margin to remain
stable YoY in 2027 and see pass-through most of new tax to downstream in this premium
market as we think consumer are willing to pay for superior reliability and performance of
batteries.

For ESS batteries (LFP), as 587ah cell ramps up, we expect CATL's ESS mix to improve on
587ah cell's Rmb2.5cents/wh margin premium over 314ah cell (Exhibit 9). This will

significant offset the impact of new consumption tax in the next two years, in our view.

Overall, we expect unit net margin to decline by Rmb0.5 cent/Wh in 2027 due to the
negative impact from export VAT refund removal and new consumption tax, partially
offset by mix improvement and CATL's consumer-brand franchise in premium model
market.

All told, our EPS estimates increase 1.5% for 2026, reflecting the share buyback, and
decline 7.9% for 2027 and 6.8% for 2028.
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Exhibit 14: New estimates vs. old

FY2026E FY2027E FY2028E

(RMB mn) New Old chg% New Old chg% yoy% New Old chg% yoy%
EV battery sales (GWh) 712 712 0.0% 875 929 -5.8% 22.9%§ 1,111 1,142 -2.7% 27.0%
ESS battery sales (GWh) 236 218 8.5% 298 305 -2.2% 26,4%§ 383 386 -5.9% 21.8%
Battery ASP (Rmb/Wh) 0.58 0.58 =0.7% 0.56 0.57 -1.8% -4.1%§ 0.55 0.55 -1.2% -2.2%
Unit COGS (Rmb/Wh) 0.45 0.48 -1.0% 0.43 0.43 -0.2% —4.4%3 042 0.41 0.3% -3.9%
Battery GP margin (Rmb/Wh) 0.130 0.130 0.5% 0.126 0.135 -6.9% -3.1%j 0.131 0.139 -5.6% 3.8%
Revenue 607,716 600,613 1.2% 717,435 764,053 -6.1% 18.1%§ 873,553 913,750 -4.4% 21.8%
Gross Profit i 150,216 147,179 2.1% 176,351 194,325 -9.2% 17’.4%§ 222,013 240,952 -7.9% 25.9%

GP mgn % ! 25% 25%"  02ppt” 25% 259"  00ppt” 0.1 ppt] 25% 26%  0.0ppt  0.0ppt
- EV Battery 95,704 96,372 -0.7% 114,256 129,818 -12.0% 19.4%§ 151,655 162,549 -6.7% 32.7%
-ESS 27,848 24,143 15.3% 33,848 37,40 -9.5% 21.5%§ 41,606 49,490 -15.9% 22.9%
- Battery material 9,601 9,601 0.0% 10,584 9,442 12.1% 10.2%§ 10,880 11,040 -1.4% 2.8%
- Battery mineral resources 1,400 1,400 0.0% 2,000 2,000 0.0% 42.9%3 2,000 2,000 0.0% 0.0%
- Others 15,663 15,663 0.0% 24.6%§ 15,663 15,663 0.0% 0.0%§ 15,873 15,873 0.0% 1.3%
SG&A (51,950) (48,349) 7.4% (59,177) (61.506) -3.8% 13.9%3 (72,055) (73,557) -2.0% 21.8%
Adj. EBITDA i 132552 133,116 -0.4% 152,469 168,113 -9.3% 15.0%; 189,028 208,320 -9.3% 24.0%

EBITDA mgn % 22% 22% -0.4 ppt 21% 22% -0.8 ppt -0.6 ppt% 22% 23% -0.1 ppt 0.0 ppt
EBIT | 98,266 -0.6% 117,174 132,819 -11.8% 19.2%: 149,958 167,395 -10.4% 28.0%

EBIT man-% 16% -0.3 ppt 16% 17%  -1.1 ppt 0.2 ppt; 17% 18% -0.1 ppt 0.1 ppt
Financial cost, net 5,230 0.0% 10,033 10,187 -1.5% 91.8%: 9,941 10,089 -1.5% -0.9%
PBT 117,875 -0.5% 138,980 154,783 -10.2% 17,9%§ 172,478 190,083 -9.3% 24.1%
Net Income i 95088 95,463 -0.4% i 111,958 125,140 -10.5% 17.7%§ 139,148 153,688 -9.5% 24.3%

! r r : r r !

Net mgn-% : 16% 16% -0.2 ppt -1.4 ppt: 16% 16% -0.8 ppt 0.0 ppt: 16% 17% -0.1 ppt 0.0 ppt

EPS 21.04 20.73 1.5% 30.4%3 24.90 27.05 -7.9% 18.3%§ 3095 33.22 -6.8% 24.3%

Source: CATL, Morgan Stanley Research (E) estimates
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Valuation

We continue to apply EV/EBITDA methodology. We view BYD and LGES as global
comparable peers, while other tier 2 or battery material suppliers are too small with slim

margins to attain apples-to-apples comparisons.

Among A shares, CATL-A and BYD-A have traded at the same average NTM P/E ratio of 17x
over the past three years, given both positions as industry leaders. The market appears
concerned more about CATL's earnings resilience next year amid expectations of a
narrowing margin premium over tier-2 battery peers. We think this is overstated the above
analysis in the "TCO-Equivalent Premium Analysis" section.

We maintain our EV/EBITDA target multiple at 13x, implying 20x P/E next year, a +0.5stdv
over the past three years to reflect the company's earnings resilience across the macro
downcycle and new strong product cycle including sodium batteries and condensed

batteries in the next three years. All told, our price target for CATL-A falls 16% to
Rmb500.

We don't think CATL will face structural de-rating. It is entering what appears to be a
powerful sodium battery product cycle, resulting in potential growth re-acceleration over
the next three years, along with condensed batteries to support margins and a global
electrification and ESS super-cycle heading into 2030. We think the recent share price
correction reflects market concerns about macro conditions next year, rather than
structural problems in the competitive landscape. We believe the company will continue
to take global leadership and innovate its product portfolio, creating more battery
adoption in the medium and long terms.

Exhibit 15: NTM P/E of CATL-A vs. BYD-A

. Consensus NTM P/E
e CATL-A
BYD-A
20
15r~/vv w
10
< < < un un un un n L (o) (o) o o
88 8 9 & & & & o § § & o
8 &8 ¢ & 5 £ 8 & @ & 35 2

Source: Factset, Morgan Stanley Research

For the H-shares, we keep our target H/A premium at 20%, implying a 16x EV/EBITDA
multiple for 2027, on par with LGES. Our price target declines 13%, to HK$705.
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Exhibit 16: CATL — valuation

Base case: CATL-A  Rmb mn Base case: CATLH Rmb mn
27E EBITDA 152 469 27E EBITDA 152 469
X multiple 13.0 X multiple 16.0
EV 1.982.091 EV 2439497
Minus: Minus:
26 net debt (303.307) '26 net debt (303,307)
M 36,925 M 36,925
Target value 2,248 473 Target value 2,705,879
+ Shares out 4.519 + Shares out 4,496
Value/shr (Rmb) 498 WValue/shr (Rmb) 602
Roundup PT-A (Rmb) 500 Roundup PT-H (HK3) 705
HIA premium 20%
@ex-rate 117

Source: Morgan Stanley Research estimates

IDEA
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Financial summary

Exhibit 17: Financial summary

Assumptions 2024 2025 2026e 2027e 2028e
Sales - EV battery (GWh) 381.0 541.0 7124 8752 1,111.3
Sales - ESS (GWh) 93.0 121.0 236.0 298.4 3634
ASP - EV battery (Rmb/\Wh) 0.66 0.59 0.61 0.58 0.56
ASP - ESS (Rmb/\Wh) 0.62 0.52 0.51 0.50 0.49
GP margin - EV battery (%) 24% 24% 22% 23% 24%
GP margin - ESS (%) 27% 27% 23% 23% 23%

Income Statement (Rmb mn 2024 2025 2026e 2027e 2028e

Met sales 362,013 423702 607,716 717435 873553
Gross profit 58,494 11,319 150,216 176,351 222013
EBITDA 79,515 97,874 132,552 152,469 189,028
EBIT 54,577 70,938 98,266 117,174 149,958
Net financing cost 4132 7.940 5,130 9.937 9,941
Pre-tax profit 63,182 89,527 117,875 138,990 172,478
Tax (9.175)  (12,740) (16,774) (19,779) (24,545)
Minarity interest (3.262) (4.585) (6.012) (7.253) (8,785)
Net profit 50,745 72,21 95,088 111,958 139,148
MW net income 50,745 72,201 95,088 111,958 139,148
EBITDA 79,515 97.874 132552 152469 189,028
-Taxes paid (9.175)  (12,740) (16,774) (19,779) (24,545)
“Working capital 14,775 33134 35.514 39414 35,063
-Others 4.811) (9.427) (7.971) (7.971) (7.971)
Operating cash flow 96,990 133,220 170,133 192,667 219,804
-Capex (31.180)  (42.345) (44,039) (59.796) (V1.798)
FCF 65,810 90,875 126,094 132,871 148,006
Investing cash flow (48,875)  (94,503) (39,545) (55.649) (68,033)
Equity raised 2.560 44,514 - - -

Debt raised 30,540 39,790 - - -

Dividend (25,807)  (34,923) (35.918) (47.544) (55.,979)
Financing cash flow (14,524) (6,310)  (36,119) (54,288) (63,488)
Net cash flow 31,994 29,743 94,469 82,711 88,283
Per Share Data (Rmb) 2024 2025 2026e 2027e 2028e
EPS for Consensus 11.55 16.14 21.04 24.90 30.95
DPS 6.05 8.03 10.52 12.45 17.02
BVPS 62.25 82.94 95.86 111.47 130.95

Source: CATL, Morgan Stanley Research (e) estimates

IDEA
Profitability Ratios % 2024 2025 2026e 202Te 2028e
ROE 23% 25% 26% 26% 28%
EBITDA margin 22% 23% 22% 21% 22%
EBIT margin 15% 17% 16% 16% 17%
MNet profit margin 14% 17% 16% 16% 16%
Met Debt / Equity % -61% -58% -T0% -TT% -81%
Days sales AR outstanding 127 119 119 119 119
Days in inventory 60 81 80 I I
Days payable outstanding 245 266 261 262 259
Cash conversion cycle 57 66 62 66 63
Balance Sheet (Rmb mn 2024 2025 2026e 2027e 2028e
Cash & equivalents 303,512 333513 427,982 510,712 598,995
Receivables 126,153 137,766 197,598 233,273 284,035
Inventories 59,836 94,526 133,697 150,661 183,446
PP&E 112,589 146401 151,153 168,954 195,682
Intangible asset 14,420 15,264 15,264 15,264 15,264
Long-term investment 54,792 64,884 64,884 64,884 64,884
Other current asset 6,286 12,379 12,379 12,379 12,379
Other asset 109,071 170,094 176,387 183,309 190,924
Total Assets 786,658 974,828 1,179,345 1,339438 1,545,609
Payables 242,585 308,996 434,625 514,030 618,963
Borrowings 135,739 116,851 124,675 124 675 124 675
Other current liability 32,009 55457 64,346 76,993 90,670
Other liabilities 102,869 122497 122,497 122,497 122 497
Total Liabilities 513,202 603,801 746,142 838,195 956,804
Shareholders equity 246,930 337,108 396,278 460,692 543.861
Minarity interest 26,526 33.919 36,925 40,551 44,944

Total Equi 273,456 371,026 433,203 501,243 588,805
Growth % 2024 2025 2026e 2027e 2028e

Battery volume 22% 40% 43% 24% 26%
Battery ASP -25% -12% 3% 5% 2%
Battery GP per Wh 1% -12% -4% -3% 5%
Sales -10% 17% 43% 18% 22%
Gross profit 15% 26% 35% 17% 26%
EBITDA 17% 23% 35% 15% 24%
EBIT 20% 30% 39% 19% 28%
MNet profit 15% 42% 32% 18% 24%
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Risk Reward — Contemporary Amperex Technology Co. Ltd. (300750.52)

Resilient business model through macro cycles

PRICE TARGET Rmb500.00

Base case, EV/EBITDA. We use this methodology to remain consistent with the approach
taken by our global battery analysts for international peers. We assign a 13x EV/EBITDA
multiple to 2027E EBITDA, which implies a 20x P/E for 2027E. This is the three-year +0.5 SD
level, to reflect a potential new product cycle. Our target value implies a 35% discount to our
DCF-based NAV, showing valuation discipline.

Rmb450.00 @
MS PT

Consensus Price Target Distribution Rmb770.00

Source: Refinitiv, Morgan Stanley Research Mean @ Morgan Stanley Estimates

RISK REWARD CHART

RmMb570.00(+91.44%)

CNY
4 Rmb500.00(+67.93%)

480

360

RMb297.754@

240
RmMb200.00(-32.83%)

120

0

OCT 25 APR 26 OCT 26 OCT 27

Key: — Historical Stock Performance ® Current Stock Price # Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE Rmb570.00 Rmb500.00

15x 2027e EV/EBITDA

We think CATL will stay on the path of
multi-fold R&D investment vs. peers, leading
technology iteration, and generating high
ROE. Under this scenario, valuation could
rise to 15x EV/EBITDA for 2027, anchoring to
LGES's average EV/EBITDA multiple over
the past three years.

BASE CASE
13x 2027e EV/EBITDA

We expect EBITDA growth of ~20% in
2026-28, driven by robust ESS demand,
electric truck adoption, global electrification
and market share gains.

OVERWEIGHT THESIS

m We expect CATL to generate resilient
earnings next year through China's macro
cycles, driven by global ex-China
electrification and ESS demand.

m Its consumer brand franchise appears
likely to help maintain or improve share in
the domestic market, with unit net margin
premium over tier 2 battery companies
remaining at Rmb9cents/wh.

m We find it meaningful that CATL is
simultaneously expanding its competitive
footprint across a broader addressable
market, despite near-term margin dilution
from mix effects.

m CATL-A is our Top Pick. A potential sodium
battery product cycle would likely result in
growth reacceleration and re-rating in the
next three years.

Consensus Rating Distribution

o I 100%0verweight
0% Equal-weight
0% Underweight

® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Electric Vehicles: Positive
Renewable Energy: Positive
Technology Diffusion:  Positive

View descriptions of Risk Rewards Themes here

BEAR CASE Rmb200.00

7x 2027e EV/EBITDA

Battery competition becomes severe owing
to technology breakthroughs by tier-2
battery makers; CATL faces market share
loss and margin pressure.
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Risk Reward — Contemporary Amperex Technology Co. Ltd. (300750.52)

KEY EARNINGS INPUTS
Drivers Dec 2025

EV Battery sales volume (GWh) ~ 541.0 712.4

EV Battery ASP (Rmb/Wh) 0.6 0.6
EV Battery gross margin (%) 23.8 22.2
INVESTMENT DRIVERS

« EV penetration (including both PV and CV)
« ESS economics and adoption

« Product mix improvement

« New technology development

« Market share development

GLOBAL REVENUE EXPOSURE

® 0-10% Europe ex UK
® 90-100% Mainland China

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS

4/5 3 Month

MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2026e Dec 2027e Dec 2028e

875.2 1,111.3
0.6 0.6

22.6 24.2

RISKS TO PT/RATING

RISKS TO UPSIDE

« Faster-than-expected EV penetration and ESS
application

« Lower geopolitical risks

« Better-than-expected margins

« Higher-than-expected market share gain

RISKS TO DOWNSIDE

Weaker EV penetration and ESS application
Potential threats from other battery makers
Geopolitical risks lead to decoupling of battery
supply chain

Stall in market share gain

OWNERSHIP POSITIONING

Inst. Owners, % Active 95.7% .

Source: Refinitiv, Morgan Stanley Research

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

Sales / 607,715.5
Revenue 582,996.0 @
(Rmb, mn)

EBIT 98,266
(Rmb, mn) 941721 @

Net income 95,088
(Rmb, mn) 90,721.0 <
EPS 210
(Rmb) 199 >

764,113.1

124,311.0

104,808.8

22.8

Mean @ Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research
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Risk Reward — Contemporary Amperex Technology Co. Ltd. (3750.HK)

Resilient business model through macro cycles

PRICE TARGET HK$705.00

Base case, EV/EBITDA. We use this methodology to remain consistent with the approach
taken by our global battery analysts for international peers. We assign a 16x EV/EBITDA
multiple to 2027E EBITDA, on par with LGES, implying a 20% H/A target premium. Our A-
share target multiple is 13x, implying 20x 2027E P/E, +0.5 SD over the past three years, to

reflect the company's new product cycle.

Consensus Price Target Distribution HK$606.22 L 2 HK$947.34
MS PT
Source: Refinitiv, Morgan Stanley Research Mean @ Morgan Stanley Estimates
RISK REWARD CHART
HKD
HK$805.00(+63.82%)
800
& HK$705.00(+43.47%)
600
HK$491.40
400
200 HK$280.00(-43.02%)
0
OCT 25 APR 26 OCT 26 OCT 27

Key: — Historical Stock Performance ® Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE HK$805.00

18x 2027e EV/EBITDA

We think CATL will stay on the path of
multi-fold R&D investment vs. peers, leading
technology iteration, and generating high
ROE. Under this scenario, valuation could
rise to 18x EV/EBITDA in 2027, anchoring to
global peers' average EV/EBITDA multiple
over the past three years.

BASE CASE HK$705.00

16x 2027e EV/EBITDA

We expect EBITDA growth of ~20% in
2026-27, driven by robust ESS demand,
electric truck adoption, and market share
gains.

OVERWEIGHT THESIS

m We expect CATL to generate resilient
earnings next year through China's macro
cycles, driven by global ex-China
electrification and ESS demand.

m |ts consumer brand franchise should help
maintain or improve share in the domestic
market, with unit net margin premium over
tier 2 battery companies remaining at
Rmb9cents/wh.

m We find it meaningful that CATL is
simultaneously expanding its competitive
footprint across a broader addressable
market, despite near-term margin dilution
from mix effects.

m A potential sodium battery product cycle
could result in growth reacceleration and re-
rating over the next three years.

m We remain OW on both the H- and A-
shares, with the latter our Top Pick.

Consensus Rating Distribution
o IS 94% Overweight
[ | 6% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Electric Vehicles: Positive
Renewable Energy: Positive
Secular Growth: Positive

View descriptions of Risk Rewards Themes here

BEAR CASE HK$280.00

8x 2027e EV/EBITDA

Battery competition becomes severe owing
to technology breakthroughs by tier-2
battery makers; CATL faces market share
loss and margin pressure.

IDEA
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IDEA

Risk Reward — Contemporary Amperex Technology Co. Ltd. (3750.HK)

KEY EARNINGS INPUTS

Drivers Dec 2025

EV Battery sales volume (GWh) 541.0 712.4
EV Battery ASP (Rmb/Wh) 0.6 0.6
EV Battery gross margin (%) 23.8 22.2

INVESTMENT DRIVERS

« EV penetration (including both PV and CV)
« ESS economics and adoption

« Product mix improvement

« New technology development

« Market share development

GLOBAL REVENUE EXPOSURE

® 0-10% Europe ex UK
® 90-100% Mainland China

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
2/5 3 Month
MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2026e Dec 2027e Dec 2028e

875.2 1,111.3
0.6 0.6
22.6 24.2

RISKS TO PT/RATING

RISKS TO UPSIDE

« Faster-than-expected EV penetration and ESS
application

« Lower geopolitical risks

« Better-than-expected margins

« Higher-than-expected market share gain

RISKS TO DOWNSIDE

Weaker EV penetration and ESS application
Potential threats from other battery makers
Geopolitical risks lead to decoupling of battery
supply chain

Stall in market share gain

OWNERSHIP POSITIONING
728% [

Source: Refinitiv, Morgan Stanley Research

Inst. Owners, % Active

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

Sales / 607,715.5

Revenue 582,996.0 @ 764,113.1
(Rmb, mn)

EBIT 98,266

(Rmb, mn) 941721 @ 119,708.0
Net income 95,088

(Rmb,mn) 229811 < 104,808.8
EPS 21.0

(Rmb) 19.9 > 22.8

Mean @ Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research
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Risk Reward Reference links

1. View explanation of Options Probabilities methodology -
Options_Probabilities_Exhibit_Link.pdf

2. View descriptions of Risk Rewards Themes - RR_Themes_Exhibit_Link.pdf
3. View explanation of regional hierarchies - GEG_Exhibit_Link.pdf

4. View explanation of Theme/Exposure methodology -
ESG_Sustainable_Solutions_External_Link.pdf

5. View explanation of HERS methodology - ESG_HERS_External_Link.pdf
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PetroChina, Wanhua Chemical.

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with, the following company: China
Petroleum & Chemical Corp., CNOOC, Contemporary Amperex Technology Co. Ltd., EVE Energy Co Ltd, Hengli Petrochemical Co Ltd, Ningbo Ronbay New Energy Technology, REPT Battero
Energy Co, Shandong Sinocera Functional Material, Shanghai Putailai New Energy Tech Co Ltd, Shenzhen Senior Technology Material Co, Wanhua Chemical, Yunnan Energy New Material Co
Ltd, Zhejiang NHU Co. Ltd..

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to provide
services or has a client relationship with the following company: China Petroleum & Chemical Corp., CNOOC, PetroChina, Wanhua Chemical.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality
of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not
linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management,
commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade
as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of Buy,
Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the definitions of all
ratings usedin Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan
Stanley Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
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Global Stock Ratings Distribution

(as of September 30, 2026)

The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated
and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy,
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a

buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Other Material Investment Services

Coverage Universe Investment Banking Clients (IBC) )
Clients (MISC)
Stock Rating % of Rating % of Total Other
Count % of Total Count % of Total IBC Count
Category Category MISC
Overweight/Buy 1599 43% 455 48% 28% 783 44%
Equal-weight/Hold 1563 42% 394 42% 25% 763 43%
Not-Rated/Hold 2 0% 1 0% 50% 1 0%
Underweight/Sell 570 15% 96 10% 17% 227 13%
Total 3,734 946 1774

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the

last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings

Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next

12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over

the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage

universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next

12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated

below.
In-Line ([): The analyst expects the performance of his or her industry coverage universe over the next 1218 months to be in line with the relevant broad market benchmark, as indicated below.

Cautious (O): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia -
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures.
For Morgan Stanley specific disclosures, you may refer to https//www.morganstanley.com/eqr/disclosures/webapp/generalresearch.

Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the
research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic
basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research Management determine that a different publication
schedule is appropriate based on current conditions.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Researchis provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http:/www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http;//www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http/wwww.morganstanley.com/terms.htm). In addition you consent to Morgan Stanley processing
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http:/Avww.morganstanley.com/privacy_pledge.html), including for the purposes of
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http:/www.morganstanley.com/privacy_pledge html). Please use
the provided link to review the Terms and Conditions and Most Important Terms and Conditions for Morgan Stanley India Company Private Limited (https;/Awww.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https//ny.matrixms.com/eqgr/research/webapp/researchdocs/
MSICPL_Morgan_Stanley_Research_Audit_Report.pdf).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
factors. Fixed Income Research analysts,, strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the
profitability or revenues of particular trading desks.

The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common
equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from
whenwe intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless
pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (MSTL".
Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article
7-1of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
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Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell or
the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley CT.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, Sdo Paulo - SP, Brazil; and is regulated by the Comissao
de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de CV which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1,
Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co,, Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group
Japan Co, Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia
(Singapore) Pte. (Registration number 1992062987) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FCOTI8)); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited ABN. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A BN.19 009 145 555, holder of Australian financial services license
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (‘SEBI") and holder of licenses as a Research Analyst (SEBI Registration
No. INHOOOOQTI05); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INMOOOO11203), and depository participant with National
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India;
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. TejarshiHardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use Al tools in providing research services.
Allrecommendations contained herein are made by the duly qualified research analysts; in Germany and the European Economic Area where required by Morgan Stanley Europe S.E., authorised
and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its
contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority,
disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (i) are persons who are high net worth entities falling within Article 29(2)(a)
to (d) of the Order; or (i) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000,
as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is amember of the JSE Limited and A2X (Pty) Ltd. RMB Morgan
Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by
FirstRand Limited. Morgan Stanley Research is disseminated in Canada by Morgan Stanley Canada Limited and Morgan Stanley Wealth Management Canada Inc,, members of the Canadian
Investment Regulatory Organization (CIRO). The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in
the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.

Morgan Stanley Hong Kong Securities Limited is the liquidity provider/market maker for securities of China Petroleum & Chemical Corp., Contemporary Amperex Technology Co. Ltd.,
PetroChina listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: http:/www.hkex.com.hk.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA)
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available
upon request from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about
outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was
developed by and is the exclusive property of MSCl and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/10T, or any other similar framework.

The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.

Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.
Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read

all the related documents carefully before investing.
References to any prediction market or event contract do not constitute an offer, solicitation, recommendation, or endorsement to participate in any such market or contract. Morgan Stanley
Research may not be distributed or made available in any jurisdiction where such distribution would be unlawful or otherwise prohibited by applicable law.

INDUSTRY COVERAGE: China Energy & Chemicals
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COMPANY (TICKER)

Jack Lu
China Oilfield Services Ltd. (2883.HK)
China Oilfield Services Ltd. (601808.SS)
China Petroleum & Chemical Corp. (600028.SS)
China Petroleum & Chemical Corp. (0386.HK)
CNOOC (0883.HK)
Contemporary Amperex Technology Co. Ltd. (300750.S2)
Contemporary Amperex Technology Co. Ltd. (3750.HK)
EVE Energy Co Ltd (300014.52)
Gotion High Tech Co Ltd (002074.52)
Guangzhou Tinci Materials Technology Co (002709.52)
Hengli Petrochemical Co Ltd (600346.SS)
Ningbo Ronbay New Energy Technology (688005.SS)
Ningxia Baofeng Energy Group Co., Ltd. (600989.SS)
PetroChina (601857.SS)
PetroChina (0857.HK)
REPT Battero Energy Co (0666.HK)
Rongsheng Petrochemical Co Ltd (002493.52)
Shanghai Putailai New Energy Tech Co Ltd (603659.SS)
Shenzhen Senior Technology Material Co (300568.SZ)
Yunnan Energy New Material Co Ltd (002812.52)

Kaylee Xu
Jiangsu Cnano Technology Co Ltd (688116.SS)
Jiangsu Yangnong Chemical (600486.SS)
Shandong Sinocera Functional Material (300285.SZ)
Shenzhen Capchem Technology Co Ltd (300037.SZ)
Sunresin New Materials Co Ltd (300487.S2)
Wanhua Chemical (600309.SS)
Zhejiang NHU Co. Ltd. (002001.S2)

Stock Ratings are subject to change. Please see latest research for each company.

* Historical prices are not split adjusted.
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HK$7.66
Rmb12.57
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