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BYD (1211.HK) announced its interim results, with revenue increasing by 72.72% 
year-on-year to RMB 260.12 billion, and profit attributable to shareholders being 
RMB 10.95 billion, an increase of 204.68% year-on-year. Furthermore, BYD's 
sales of new energy vehicles from January to July increased by 88.81% year-on-
year to 1,517,798 units. Both the results and car sales far exceeded market 
expectations. According to the China Association of Automobile Manufacturers, 
the sales of new energy vehicles only increased by 41.7% year-on-year, proving 
that BYD is occupying a larger share of China's new energy vehicle market, and 
the gap between other new energy vehicle brands and BYD is being widened. 
Currently, BYD's market share in the new energy vehicle market has reached 
33.5%. 
 
Favourable National Policies for the Development of the New 
Energy Vehicle Market 
The strong sales growth of BYD is partly due to the favourable policies in mainland 
China, which exempt new energy vehicles from vehicle purchase tax, leading to a 
continuous increase in the demand for new energy vehicles in the mainland market. 
The Chinese government also announced in June that it will extend the original 
policy of exempting vehicle purchase tax, and new energy vehicles purchased 
from 2024 to 2025 will be exempt from vehicle purchase tax, with a cap of RMB 
30,000 ; for new energy vehicles from 2026 to 2027, the tax exemption cap will 
be RMB 15,000. The mainland vehicle purchase tax is about 10%, so it is very 
beneficial for BYD, which has many models priced below RMB 300,000. 
 
Deep Integration of the Industrial Chain, Enhancing Technological 
Innovation and Cost Control Capabilities 
The policy is favourable for the development of the new energy vehicle market in 
China. The reason why BYD can stand out among them is also due to its scale 
advantage and deep vertical integration in the battery and semiconductor 
businesses, which allows it to control costs and maintain profits in the face of 
increasingly fierce market competition, and also gives BYD an advantage in 
research and development. For example, BYD's new blade battery, which not only 
uses lithium iron phosphate instead of ternary lithium, so the energy density is low, 
and it is less prone to self-ignition and safer, but also because its thickness is only 
13.5mm, more batteries can be installed in the limited car space, thereby improving 
the endurance, attracting consumers to buy its new energy vehicles. Another 
example is BYD's years of deep cultivation in the field of plug-in hybrid electric 
vehicles (PHEVs). PHEVs can solve consumers' concerns about the driving range 
of electric vehicles and reduce the impact of high battery costs, thereby improving 
profitability. 
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The rise in BYD's profits in the first half of the year is not only due to the nearly doubled sales of new energy vehicles, the increase 
in capacity utilization due to increased orders, and the strong growth in profits from BYD Electronics, but also due to the decline 
in prices of lithium and other battery raw materials as supply increases. Although the lithium ore industry is still facing a supply 
shortage crisis, which may cause the price of lithium to rise again, BYD has already begun to deploy investment development of 
lithium mines in Latin American countries. If successful, it will further enhance BYD's ability to control costs. 
 
 
Entering the Mid-to-High-End Market with Clear Brand Positioning 
BYD has also actively strengthened its product matrix in recent years. In addition to being the mainstay of affordable new energy 
vehicles, it has also started to launch mid-to-high-end car models in succession, such as the flagship product series named 
"Han". It has also created a new brand "Yangwang", which will launch BYD's first new energy vehicle of millions. At present, 
China is the largest new energy vehicle market in the world, and it is relatively lacking in mid-to-high-end products. The 
advantage of BYD compared to Tesla is that, in order to compete with BYD and other Chinese brands in the Chinese market, 
Tesla has drastically cut prices, with some models priced at around RMB 250,000, which has made the brand positioning vague. 
BYD established another brand "Yangwang" to enter the high-end market at the beginning of the year, and launched the 
professional personalized brand "FANGCHENGBAO" in June this year, which is even more clear in positioning. After the product 
matrix is expanded, in addition to making BYD's market penetration stronger, it can also improve its profitability. 
 
 
Car Battery May Become Another Key Growth Driver 
On the other hand, the main suppliers of batteries for new energy vehicles are CATL, LG, and BYD. Among them, because BYD 
itself is also one of the major manufacturers of new energy vehicles, and there is a shortage of battery raw materials, more than 
90% of the car batteries produced by BYD are currently supplied to its own cars. However, once the problem of raw material 
shortage is resolved, BYD will be able to increase the supply of batteries to third-party car manufacturers. Not only could this 
increase BYD's revenue sources, but it could also enhance its battery capacity efficiency and reduce the cost of its new 
energy vehicles. Its blade battery, which is safer, cheaper, and can give electric vehicles stronger endurance, is enough to 
enable BYD's car batteries to occupy a larger market share. 
 
Optimistic Development in Overseas Markets 
Whether BYD can maintain high growth in the long term will depend on whether it can break into overseas markets. In 2022, 
BYD's overseas passenger car sales were 45,250 units, accounting for only 2.44% of passenger car sales. By July of this year, 
BYD's overseas passenger car sales were 92,458 units, already more than twice the total sales in 2022, accounting for 6.13% 
of passenger car sales. BYD is actively deploying overseas markets. For example, the first overseas passenger car factory in 
Thailand was founded in March, and it is also actively participating in overseas car shows to improve its international 
reputation. It has also won the champion of pure electric car sales in Thailand in the first half of 2023. 
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Three Scenario Analyses 
To evaluate the long-term business development of BYD, we specifically refer to the outlook report of the International Energy 
Agency (IEA) for the global electric car market, and make predictions for BYD's growth in the coming years based on the three 
scenarios therein. 
 
The first is the "Net Zero Emissions by 2050 Scenario" (NZE), which is IEA's most optimistic prediction for the prospect of 
electric vehicles. In the NZE, by 2030, there will be 380 million electric cars on the road worldwide. The sales of electric cars in 
the global market will reach 30 million and 70 million in 2025 and 2030 respectively, accounting for 30% and 60% of the global 
car sales. 
 
The second is the "Announced Pledges Scenario" (APS). In the APS, by 2030, there will be 250 million electric cars worldwide, 
and the sales of electric cars will reach 45 million, accounting for 35% of global car sales. 
 
The third is the "Stated Policies Scenario" (STEPS). In the STEPS, the number of electric cars will reach 240 million in 2023. In 
2025 and 2030, the total sales of electric cars will be 20 million and 40 million respectively. 
 
Based on this, we assume that the growth of BYD's electric car sales will gradually return to normal, and will be consistent with 
market growth in 2025, and that its profitability will increase due to improved capacity efficiency. The detailed analysis results 
can be referred to in the following figure. 
 
Since STEPS is the most certain scenario at present, which is a prediction based on the policies currently implemented by 
countries, we will make a valuation for BYD based on this scenario. Calculated at an exchange rate of 1.08 for RMB to HKD, the 
target price is HKD 400.00, with a rating of "Buy". 

Source: Company data, Masan Capital 

BYD Company
Summary Outputs

SUMMARY VALUES - NZE SUMMMARY VALUES - BEST CASE
Projected

(RMB Million) Trend 2020A 2021A 2022A 2023 2024 2025
Income Statement Items

Net Revenue 153,469 216,142 424,061 762,212 1,280,076 1,866,492
   Growth 40.8% 96.2% 79.7% 67.9% 45.8%
Gross Profit 27,243 28,144 72,245 152,442 281,617 466,623
   Growth 3.3% 156.7% 111.0% 84.7% 65.7%
EBIT 10,645 6,305 19,462 59,452 126,727 261,309
   Growth (40.8%) 208.7% 205.5% 113.2% 106.2%
Net Income 4,234 3,045 16,622 41,922 96,006 177,317
   Growth (28.1%) 445.9% 152.2% 129.0% 84.7%

SUMMARY VALUES - APS
Projected

(RMB Million) Trend 2020A 2021A 2022A 2023 2024 2025
Income Statement Items

Net Revenue 153,469              216,142              424,060             730,532              1,164,893           1,600,788           
   Growth 40.8% 96.2% 72.3% 59.5% 37.4%
Gross Profit 27,243                28,144               72,244               146,106              256,276              400,197              
   Growth 3.3% 156.7% 102.2% 75.4% 56.2%
EBIT 10,645                6,304                  19,461                56,982                115,324              224,110              
   Growth (40.8%) 208.7% 192.8% 102.4% 94.3%
Net Income 4,234                 3,045                  16,622                40,179                87,367                152,075              
   Growth (28.1%) 445.9% 141.7% 117.4% 74.1%

SUMMARY VALUES - STEPS
Projected

(RMB Million) Trend 2020A 2021A 2022A 2023 2024 2025
Income Statement Items

Net Revenue 153,469              216,142              424,061              714,692              1,090,007           1,389,879           
   Growth 40.8% 96.2% 68.5% 52.5% 27.5%
Gross Profit 27,244               28,145                72,245                142,938              239,802              347,470             
   Growth 3.3% 156.7% 97.9% 67.8% 44.9%
EBIT 10,645                6,305                  19,462                55,746                107,911               194,583              
   Growth (40.8%) 208.7% 186.4% 93.6% 80.3%
Net Income 4,234                 3,045                  16,622                39,308                81,751,000         132,038              
   Growth (28.1%) 445.9% 136.5% 108.0% 61.5%
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Upside: 

• Countries intensify their efforts to promote electric vehicles in order to achieve the "Carbon Neutrality by 2050" 
scenario, thereby making APS or NZE a reality. 

• BYD successfully develops solid-state batteries. 
 
Downside: 

• China's economy is dragged down by the instability of its real estate market, reducing the value of Chinese 
consumers' assets and thereby reducing Chinese consumers' demand for new energy vehicles. 

• BYD's lithium mine development plan in Latin America is difficult, affecting its cost control due to lithium price 
fluctuations.  
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and completeness of these information. In addition, the Company is not obligated to update the information and recommendation contained in this report.  
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asset management division and other business units may implement investment decisions that are inconsistent with the opinions or recommendations 
stated in this report due to the changes of market conditions or assumptions. 
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