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Capex should remain strong through the rest of 2026 and into 2027, particularly in AI/physical AI-
exposed sectors and replacement-cycle beneficiaries. Stick with industry leaders amid  macro 
headwinds and intensifying competition. 

Stock ideas:

• AI infrastructure structural growth intact -> Weichai-H.
• Intelligent / humanoid robot supply chain benefits from industry expansion -> Leaderdrive, Shuanghuan, Hengli Hydraulic.
• Beyond AI, a broadening capex upcycle -> Hongfa, Wuxi Lead.
• Replacement cycle and export strength -> Sany, Hengli Hydraulic.
• Dividend play -> CRRC

Related reports:

• BluePaper: China's Emerging Frontiers: China's Next Industrial Revolution
• China Industrials: 3Q26 Preview: Favor Leading Players Amid Macro Concerns 
• Hengli Hydraulic: 3Q26 Preview: Buy on Weakness Despite Tariff Risks
• CIIF Trip Takeaways: AI Demand Intact
• CIIF Trip Takeaways: Intelligent/Humanoid Robots
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Sector Performance – Industry Net Profit Growth vs. Equity Performance

Source: Factset, Morgan Stanley Research. Note: 2026e* demonstrates consensus sector net profit growth and actual stock performance in YTD 2026 of each sector. 

Stock prices as of October 21, 2026.
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Sector P/E Multiples 

Source: Factset, Morgan Stanley Research. Stock price as of October 21, 2026. Note: CM: Construction Machinery, GM: General Machinery, LiB: Lithium Battery Equip.

Sector trading P/E vs. past five-year range: Most segments are trading above their historical five-year average P/E multiples, reflecting the 
outlook for continuous industrial upgrades, going global and strong AI+ tailwinds
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ROE – Recovering from 2024 Levels

Source: Company data, Morgan Stanley Research estimates. Note: E&C - Engineering & Construction.

We expect China's industrial companies' ROE to improve in 2026-27, supporting a potential re-rating.
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Automation, Robotics, AIDC and General Equipment
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Automation – Upcycle Sustains in 2026-27 on Strong Capex Cycle

Source: MIR, Morgan Stanley Research. e= MIR estimates.

OEM market to grow faster with AI tailwind; project market to 
underperform due to downstream industries' overcapacity

Key automation products in 2026-27
servo and industrial robots growth will grow faster

Automation demand is in an upcycle, with improving profitability among industrial enterprises (5M26: +19% y-y), supported by solid YTD order 

intake, reflecting both a recovery in traditional downstream segments and strong growth in tech-driven industries.

We expect ~5% y-y growth in the automation market in 2026 (vs. +4% y-y in 1H26 based on MIR data), with the momentum sustained into 2027, 

driven by broader AI/physical AI applications, strong demand from intelligent robots, PCB equipment, AI wearable and electronics, and AI-embedded 

equipment, replacement demand, as well as equipment companies' increasing exports with enhanced competitiveness.

AI transformation has also become a central theme for automation companies, with leading players outlining strategies to deliver AI solutions 

and embodied AI products. Meanwhile, overseas expansion efforts are ongoing and should become a long-term growth driver.
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Automation – An Up-cycle in 2026-27

Source: NBS, Morgan Stanley Research estimates (MSe).

We anticipate automation market demand to go through a clear up-cycle in 2026-27
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Automation Market Update: OEM Continued to Outperform

China's automation market accelerated to +6% y-y in 
2Q26, mainly driven by OEM market

China's automation OEM market by downstream segment, 
in 2Q26

Source: MIR, Morgan Stanley Research.
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Automation Market Update: Growth Accelerating in 2Q26

LV AC drive market grew 7% y-y in 2Q26,
among which logistics and HVAC outperformed

Servo market grew 25% y-y in 2Q26, 
supported by batteries, electronics and semiconductors

Source: MIR, Morgan Stanley Research.

Servo market localization rate reached 59% in 2Q26, 
up 4ppt y-y

LV AC drive market: Localization rate reached 42% in 2Q26, 
up 1ppt y-y
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Automation Market Update: Key Product Sales Held Up Well; Localization Sustained

Source: MIR, Morgan Stanley Research.

China's small PLC market grew 15% y-y in 2Q26, 
supported by logistics, electronics, batteries, semiconductors

China's mid-large PLC market: local brands’ share 
is still relatively low at 17% in 2Q26, up 1ppt y-y

China's mid-large PLC market grew 14% y-y in 2Q26, 
supported by batteries and electronics

China's small PLC market: 
Localization rate reached 39% in 2Q26, up 4ppt y-y
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Localization: Leading Players Will Likely Continue to Gain Market Share, with Higher 
Value for Price vs. Global Brands

Source: CCMA, CAAM, MIR, GGII, NBS, CPIA, China Laser Development Report 2022. Morgan Stanley Research estimates. *Automation excludes industrial software; 

**High-end hydraulics only, which represents 50% of the total hydraulics market based on our checks with Hengli.

A continuously diversifying supply chain, on-shore/near-shore production globally
• Supply-chain diversification will put pressure on TAM growth.

• We believe China will further support local manufacturing upgrades and more localized high-end manufacturing, equipment and materials.

• We expect lower domestic TAM growth ahead, but high market share for the domestic players in the China market for most industries.

China TAM (Rmb bn) Localization rate

TAM in 2023, 2017-23 CAGR
TAM in 2030e, 2024-30 

CAGR
2025 2030e

Automation* Rmb182bn, 5% CAGR Rmb260bn, 4% CAGR 40% 60-70%

Industrial robotics Rmb55bn, 14% CAGR Rmb75bn, 6% CAGR 55% 70-80%

RV reducers Rmb3.2bn, 27% CAGR Rmb5.0bn, 9% CAGR 40% 60%

Harmonic reducers Rmb1.7bn, 22% CAGR Rmb4.3bn, 8% CAGR 55% 70-80%

Hydraulics** Rmb43bn, 5% CAGR Rmb71bn, 7% CAGR 35% 50-60%

Construction 

machinery
Rmb470bn, 3% CAGR Rmb860bn, 10% CAGR 90% 90-95%

LiB equipment Rmb62bn, 23% CAGR Rmb93bn, 6% CAGR 97% Close to 100%

Solar equipment Rmb110bn, 30% CAGR Rmb165bn, 6% CAGR 97% Close to 100%
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Robots Are Evolving, Will Become More Intelligent and Mobile

Source: SEERS, CIC, Morgan Stanley Research
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This is shaping up to be a breakthrough year for the robotics industry, 

as mobility paired with intelligence is expanding new use cases
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Robots Will Soon Be Everywhere

Source: Morgan Stanley Research
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Robotics Family at a Glance

Source: Morgan Stanley Research
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Humanoid Robotics – The Largest Embodied AI Opportunity
1bn Stock and US$7.5tn TAM by 2050e

Source: Morgan Stanley Research estimates. Note: This humanoid sales to external parties, we acknowledge and do not include prototype, internal R&D, and use. 
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84x

US$268bn

Camera

40x

US$128bn

LiDAR

170x

US$2,074bn

Motor

370x

US$316bn

Bearings

155x

US$1,343bn

Reducer

1,906x

US$1,234bn

Edge Compute

Source: Morgan Stanley Research estimates. Note: The market size of the different components are as of 2050e; the multiple represents the difference compared to the 2025e 

market size. 

Hardware BoM Breakdown
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a global TAM of US$764bn by 2040
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China Domestic Robotics Market to Grow at 20% CAGR and Reach US$3tn By 2050e
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Zooming in on China Humanoids: 2026, Initial Small-scale n

Source: Morgan Stanley Research.

Early 2020s - Prototypes

2024 Static Showcase/Demo

2025: Advancement in 
Locomotion, Initial Production

2026: Pilot deployment

Xiaomi CyberOne (2022)

Ubtech Walker X (2021)

A Series of Humanoids
demo at WAIC 2024

Unitree H1 performance 
at China New Year Gala 2025

China humanoid shipments 
exceeded 10k units

Unitree G1

Selling at US$16k
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2026 Marks the Start of Humanoid n in China; We Expect 50k 
Shipments, Growing 9x Over the Next Five Years

Source: Morgan Stanley Research estimates. Note: This humanoid sales to external parties, we acknowledge and do not include prototype, internal R&D and use. 
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• Integrators are pushing deployment to build installed fleets and 

accumulate real-world operating data.

• Adoption is broadening beyond entertainment and R&D into 

structured environment, such as material handling, logistics sorting, 

utility inspection, and commercial services.

• New entrants rush into the market, driving fast hardware price 

deflation. 

2026 marks the beginning of small-scale n

• Real-world data availability constrains intelligence improvement, 

increasing deployment and post-training costs for individual tasks. 

• Hardware reliability and consistency for real applications. 

• The critical next milestone is evidence of sustained productivity, 

attractive ROI, repeat orders, and fleet expansion among end users.

Challenge and Bottleneck
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• Supply chain: Our checks indicate integrators use mostly local 

components, except for chips. 

• Rich data: China’s diverse manufacturing scenarios provide fuel 

for robot model fast iteration.  
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Source: AlphaWise, (Total respondents n=86), Morgan Stanley Research estimates.

Multiple Factors Driving China’s Leadership in Humanoids/Robots

Manufacturing know-how is being converted to robots

Ecosystem – Support from upstream to downstream
Significant cost advantage vs. 

non-China supply chain

Our AlphaWise survey indicates strong adoption 

willingness amid the industry's early stage, supporting the 

rapid use case verification process and initial adoption
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Industrial Robot Update: Growth Momentum Sustained

We are more optimistic on China industrial robot shipments, expecting 
+18% YoY growth in 2026 (vs. MIR’s estimate of +12%)...

...Implying a US$11bn market in 2026e and US$17bn by 2030e

Source: MIR, NBS, China Customs, Morgan Stanley Research estimates.

China industrial robot production growth maintains steady… …while exports decelerate since June
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Industrial Robot Update: Strong and Sustained Growth Momentum
Growth in robot shipments in 2Q26 was mainly supported by 

batteries, electronics, auto electronics, semiconductors
In 2Q26, industrial robot shipments grew 17% y-y; cobots 

outperformed with 45% y-y growth

Source: MIR, Morgan Stanley Research.

Localization further exceeded 60% in 2Q26

YoY
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AI-related Equipment – Capex Beneficiaries

Source: Company data, Morgan Stanley Research (E) estimates

MS forecasts US hyperscaler / neocloud capex growth of 61% YoY in 
2027 and 14% YoY in 2028…

…and Chinese hyperscaler capex growth of 23% YoY in 2027 and 
7% YoY in 2028

Despite mounting concerns around AI ROIC, financing, supply bottlenecks and other risks, equipment / automation players should continue to 

benefit from the strong global capex cycle. Rapid product iteration is pushing equipment upgrade much faster, driving new equipment growth 

as well as content value growth.

Some Chinese players have achieved globally competitive, and in certain areas even leading, positions as they have caught up with 

global players amid technology roadmap upgrades. 

Rising exposure to high-value AI-related revenue should lift margins and ROE over the medium term.
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AI Power – Robust Fundamentals Intact

US power shortfall remains severe. 

• Our global team forecasts 97GW of US DC incremental power demand over 
2026-28, with a 57GW shortfall. 

• Net of "time to power" solutions (BTM solutions, crypto site conversion, nuclear), 
there remains a 33GW net shortfall, or 34% of chip demand. 

The market is concerned about a potential DC buildout slowdown (due to ROIC, 
funding, political pushback risks) and geopolitics (on China supply chain)… 

…but our recent conversations with Chinese companies suggest the bullish growth 
outlook is intact, and there remains ample business opportunities yet to be 
unlocked. 

Chinese players are capturing surging demand with aggressive capacity 
expansion. 

We stay OW on Weichai Power.

Potential US power shortfall for data centers over 2026-28

US power shortfall analysis

Source: Morgan Stanley Research (E) estimates
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Construction Machinery & Heavy-Duty Trucks
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Industry Overview

We forecast total industry excavator sales to grow 21%, 21% and 14% yoy over 2026-28, respectively. Two key market debates:

• Overseas – debate on growth sustainability: Macro concerns (Fed, oil, metal prices) weigh, but we see sustainable teens% long-term growth 

given Chinese players’ share gains and a diversified geographical mix. 

• Domestic – debate on upcycle peak: Despite weak macro / infra capex, replacement demand will drive accelerating YoY growth in 2027, as 

idle capacity has been largely digested. Sizable national infra project starts could bring additional support.

Sentiment could be weighed by a potential reduction in VAT refunds, US AD/CVD investigations into hydraulic cylinders, and macro weakness, 

which could remain near-term overhangs.

3Q26: Exports growth remained healthy as the key earnings driver; domestic sales decelerated; and margins headwinds will likely persist. These 

suggest divergent performance – we prefer Hengli Hydraulic, Sany Heavy. 

Construction Machinery – Upcycle Intact, but Sentiment Could Weigh

Source: CCMA, Morgan Stanley Research (E) estimates.

China excavator monthly salesChina excavator annual sales
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Introduction & Coverage Industry Overview

China Construction Machinery Sales

Source: CCMA, Morgan Stanley Research.

China’s excavator sales increased +23% YoY in 9M26 Wheel loader sales increased +2% YoY in 9M26

Crane sales increased +6% YoY in 9M26 AWP sales increased +30% YoY in 9M26
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China Construction Machinery Utilization

Source: CCMA, Morgan Stanley Research.

China’s overall construction machinery utilization rate’s decline has been narrowing
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Introduction & Coverage Industry Overview

Fixed Asset Investment Remained Weak

Source: NBS, Morgan Stanley Research.

Infrastructure FAI materially weakened in 2-3Q, -6% YoY YTD

Property FAI decline deepened, -21% YoY YTD

Overall FAI remained weak, -7% YoY YTD

Manufacturing capex remained lackluster despite export strength
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Heavy-duty Trucks – Healthy Exports, Decelerating Domestic Sales

We forecast meaningful growth slowdown in industry shipments in 2H26 (+1% YoY) & 2027 (+2% YoY), after the 1H beat (+23% YoY).

• Exports should remain healthy but moderate from a high base, with shipments +8% in 2027, vs. +22% +2026.

• Domestic sales should moderate materially (+0% in 2027, vs. +7% in 2026), as trade-in program benefits fade, and front-loaded purchases 

normalize. 

We stay EW on Sinotruk. 

We expect industry HDT sales moderate to 2% YoY in 2027, 

with exports +8% and domestic +0% 

Industry and Sinotruk exports mix

Source: CAAM, Company data, Morgan Stanley Research (e) estimates.
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Heavy-duty Trucks – New Energy Gaining Share from LNG

Source: CAAM, CV World, Morgan Stanley Research.  e = Morgan Stanley Research estimates.

New energy HDT has been gaining share from LNG HDT, 
especially in 3Q, amid LNG price headwinds

We expect new energy penetration to stabilize at ~40%
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New Energy Equipment
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Lithium Battery Equipment – Solid Fundamentals vs. Bearish Expectations

The market remains overall bearish on LiB equipment, pricing in a new order peak in 2026 followed by a material decline in 2027, amid concerns over 

moderating ESS demand, weak passenger EV demand, and tightening regulations on battery makers’ capacity expansion…

…but leading players’ fundamental outlook remains solid – OW Wuxi Lead. We expect Wuxi Lead’s 2H26 new order to stay elevated and 2027 to 

continue growing YoY, despite a challenging comp, thanks to its market share gain, leading battery makers’ continuous expansion, and additional growth 

from new AI-related equipment. At ~10x implied P/E on 2026 new order & assumed 15% NPM, we find valuation very attractive.

Source: Company data, Morgan Stanley Research (E) estimates.

We expect global battery capacity to grow ~900GWh in 2026, 
~700GWh in 2027, and ~500GWh in 2028…

...Supported by the strong ESS demand in ESS, with annual addition 
expected to grow by 30% CAGR over 2025-30



M  Foundation

34

Disclosure Section
The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Asia Limited (which accepts the responsibility for its contents) and/or Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) 
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/or Morgan Stanley Taiwan Limited and/or Morgan Stanley & Co International plc, Seoul Branch, and/or Morgan Stanley Australia Limited (A.B.N. 67 003 734 576, holder of Australian financial services 
license No. 233742, which accepts responsibility for its contents), and/or Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents), 
and/or Morgan Stanley India Company Private Limited having Corporate Identification No (CIN) 15305, regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration No. 
INH000001105); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), 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. Tejarshi Hardas, 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 which accepts the responsibility for its contents and should be contacted with respect to any matters 
arising from, or in connection with, Morgan Stanley Research, and their affiliates (collectively, "Morgan Stanley"). Morgan Stanley India Company Private Limited (MSICPL) may use AI tools in providing research services. All recommendations contained herein 
are made by the duly qualified research analysts.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research Disclosure Website at www.morganstanley.com/eqr/disclosures/webapp/generalresearch, 
or contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client Support Team as follows: US/Canada +1 800 303-2495; Hong Kong +852 2848-5999; Latin America 
+1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000.  Alternatively you may contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: 
Research Management), New York, NY 10036 USA.

Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing 
specific recommendations or views in this report: Sheng Zhong.
.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/ . A Portuguese version of the policy can be found at www.morgan-
stanley.com.br

Important Regulatory Disclosures on Subject Companies
As of September 30, 2026, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan Stanley Research: Beijing Geekplus Technology Co., Ltd., Estun Automation Co Ltd, Han's Laser, 
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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 used in 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.

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.

Coverage Universe Investment Banking Clients (IBC) Other Material Investment Services Clients (MISC)

Stock Rating Category Count % of               Total Count % of               Total IBC % of Rating               Category Count % of Total Other 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 (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): 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.

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/ res. For Morgan Stanley specific disclosures, you may refer to https://www.morganstanley.com/eqr/disclosures/webapp/generalre-
search.
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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 Research is 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://www.morganstanley.com/terms.html). 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://www.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://www.morganstanley.com/assets/pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https://ny.matrix.ms.com/eqr/
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, 
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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 when we 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 7-1 of 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 
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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 C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, São Paulo - SP, Brazil; and is regulated by the Comissão de Valores Mobiliários; in Mexico by Morgan Stanley México, Casa 
de Bolsa, S.A. de C.V 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 199206298Z) 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 T14FC0118J); in Australia to "wholesale clients" within the meaning of 
the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 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.B.N. 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) 15305, regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses 
as a Research Analyst (SEBI Registration No. INH000001105); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), 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. Tejarshi Hardas, 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 AI tools in providing 
research services. All recommendations 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 

tungsaufsicht (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”); (ii) are persons who are high net worth entities falling within Article 49(2)(a) to (d) of the Order; or (iii) 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 a member 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 WeiChai Power, Zoomlion Heavy Industry 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 MSCI 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 2016/1011, 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.
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INDUSTRY COVERAGE: China Industrials

Company (Ticker) Rating (As Of) Price* (10/23/2026)             

Sheng Zhong

Beijing Geekplus Technology Co., Ltd. (2590.HK)                 O                     (08/07/2025)                   HK$6.50

CRRC Corp Ltd (1766.HK)                 U                     (01/22/2026)                   HK$5.25

CRRC Corp Ltd (601766.SS)                 U                     (01/22/2026)                   Rmb6.35

DR Laser (300776.SZ)                 E                     (12/17/2021)                   Rmb86.38

Estun Automation Co Ltd (002747.SZ)                 E                     (08/25/2026)                   Rmb29.18

Haitian International Holdings Limited (1882.HK)                 E                     (09/08/2025)                   HK$17.19

Han's Laser (002008.SZ)                 O                     (10/02/2025)                   Rmb61.89

Hongfa Technology Co Ltd (600885.SS)                 O                     (05/23/2023)                   Rmb30.35

Jiangsu Hengli Hydraulic Co.Ltd (601100.SS)                 O                     (05/23/2023)                   Rmb89.50

Jingsheng Mechanical & Electrical Co (300316.SZ)                 U                     (01/08/2025)                   Rmb32.97

Leader Harmonious Drive Systems (688017.SS)                 O                     (01/22/2026)                   Rmb290.00

Neway Valve (Suzhou) Co., Ltd (603699.SS)                 O                     (09/12/2025)                   Rmb35.65

Sany Heavy Industry Co., Ltd. (600031.SS)                 O                     (01/08/2025)                   Rmb18.32

Shanghai BOCHU Electronic Technology (688188.SS)                 O                     (08/22/2024)                   Rmb100.60

Shenzhen Envicool Technology Co Ltd (002837.SZ)                 O                     (08/19/2024)                   Rmb44.38

Shenzhen Inovance Technology (300124.SZ)                 ++ Rmb53.50

Shenzhen SC New Energy Technology Corp (300724.SZ)                 U                     (09/08/2025)                   Rmb51.55

Sinotruk (Hong Kong) Limited (3808.HK)                 E                     (05/19/2025)                   HK$32.52

Suzhou Maxwell Technologies Co Ltd (300751.SZ)                 U                     (09/15/2023)                   Rmb138.40

Times Electric (3898.HK)                 E                     (01/22/2026)                   HK$26.88

WeiChai Power (2338.HK)                 O                     (03/30/2026)                   HK$24.60

WeiChai Power (000338.SZ)                 O                     (03/30/2026)                   Rmb21.49

Wuxi Autowell Technology Co Ltd (688516.SS)                 U                     (09/08/2025)                   Rmb38.40

Wuxi Lead Intelligent (300450.SZ)                 O                     (09/08/2025)                   Rmb30.40

Yushu Technology Co., Ltd. (688836.SS)                 E                     (09/30/2026)                   Rmb624.00

Zhejiang Dingli Machinery Co Ltd. (603338.SS)                 O                     (11/05/2025)                   Rmb51.80

Zhejiang Hangke Technology (688006.SS)                 O                     (09/08/2025)                   Rmb18.66

Zhejiang Shuanghuan Driveline Co. Ltd. (002472.SZ)                 O                     (08/25/2023)                   Rmb41.03

Zoomlion Heavy Industry (1157.HK)                 O                     (09/08/2025)                   HK$5.07

Zoomlion Heavy Industry (000157.SZ)                 O                     (09/08/2025)                   Rmb5.89

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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