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COMPANY UPDATE  BUY 

(Maintained) 
Share Price Rmb29.52 
Target Price Rmb34.00 
Upside 15.2% 
  

COMPANY DESCRIPTION 
Estun develops and manufactures mechanical 
equipment. The company focuses on metal 
forming and electro-hydraulic robotic machines. 

STOCK DATA 
GICS sector Industrial Equipment
Bloomberg ticker: 002747 CH
Shares issued (m): 869
Market cap (Rmbm): 25,641
Market cap (US$m): 3,716
3-mth avg daily t'over (US$m):   60.0

Price Performance (%) 
52-week high/low Rmb42.50/Rmb21.15

1mth 3mth 6mth 1yr YTD
11.3 (11.8) (2.3) 10.2 (1.0)
Major Shareholders %
Wu Bo. 51.56

FY21 NTAV/Share (Rmb) 0.47
FY21 Net Cash/Share (Rmb) 0.67
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Estun Automation (002747 CH) 
 

Order Backlog Remains Robust, Gross Margins On Track To Recovery 
Management is confident in achieving its 15,000 robot shipment target in 2022 on the 
back of a robust order backlog with its welding robots and shipment share gains from 
its large clients. Gross margins will continue to recover from 4Q21, with Estun 
optimising its product cost structure in 3Q21 and material costs moderating. 4Q21 net 
profit will miss on one-off items, but this is likely already anticipated. Investors will 
focus more on Estun’s deliveries and profitability improvements from 2022. Maintain 
BUY. Target: Rmb34.00. 

WHAT’S NEW 
• Management is confident in shipping 15,000 robots in 2022 despite the slowdown in China’s 

industrial robot output in recent months. This confidence is based on: 

a) Shipment share gains from large clients. Estun has entered the supply chain of 
several large manufacturers in 2021, including CATL and Sany Heavy. Shipments to 
these names in 2021 were in smaller volumes for test runs, but given the positive 
feedback from the new clients, Estun is now expecting more share allocation from them.  

b) Robust growth and share gains in its welding robot business. Estun sees robust 
demand for domestic welding robots. In 9M21, >1,000 welding robots were shipped, 
including 300 Cloos robots sold in Europe, and >700 sold in China. Sales in China 
include Cloos robots shipped from Europe, the newly launched QWAS/EWAS series, and 
Estun welding robots. This number will likely grow to 2000 units for full-year 2021, and a 
further 50-100% to 3,000-4,000 units in 2022, based on an ample existing order backlog. 

c) Estun’s focus is on the fast-growing industries, including 3C (share gains), EV 
battery (share gains, fast-growing), Solar (fast-growing, expanding applications), welding 
robots (share gains) and lathes (share gains). These fast-growing sectors are expected to 
contribute to 75% of its 2021 shipment volume, and will likely grow in % contribution given 
the significantly faster growth rate compared to other end-industries. 

• China’s industrial robot output was more affected by component shortages. On the 
macro side, we reiterate our view that China’s industrial robot output was mainly affected by 
chip shortage in 2H21 rather than an actual peaking cycle, as cross checking with global 
robotic names shows solid order backlog from China through the next two quarters. Once 
the chip shortage gradually eases for the industrial equipment manufacturers from end-21 to 
1Q22, the output will likely resume positive growth on a sequential basis. 

 

KEY FINANCIALS 
Year to 31 Dec (Rmbm) 2019 2020F 2021F 2022F 2023F

Net turnover  1,581 2,510 3,531 4,601 5,824
EBITDA  150 218 268 486 765
Operating Profit  84 123 188 391 658
Net Profit  62 128 140 346 576
Net Profit (adj.) 27 61 110 316 546
EPS (fen) 7.4 15.3 16.2 39.9 66.3
P/E (x) 397.7 192.4 182.6 74.0 44.5
P/BV (x) 12.5 14.2 9.6 8.5 7.6
EV/EBITDA (x) 181.4 124.1 97.7 54.6 34.6
Dividend yield (%) - - - 0.8 1.3
Net margin (%) 1.7 2.4 3.1 6.9 9.4
Net debt to equity (%) 75.9 82.2 21.9 28.3 22.2
Interest cover (x) 1.3 1.2 3.6 8.8 15.1
ROE (%) 1.5 3.3 5.0 11.1 17.0
Consensus net profit  - - 179.1 355.7 546.5
UOBKH/Consensus (x)  - - 0.784 0.974 1.053

Source: Estun , Bloomberg, UOB Kay Hian 
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• Gross margin will continue to recover in 4Q21. While the robot segment’s margins are 
expected to remain stable in 4Q21, the core component business’ margins are expected to 
recover to normal levels of 37-38%, up significantly from around 27-28% in 2Q21 and 30% 
in 3Q21. This is primarily attributable to: a) ASP hikes, b) stabilising material costs, c) launch 
of new products with more localised components leading to better cost structure, d) ongoing 
reforms in operations, and e) localising the production of Trio controllers. As a result, we 
expect blended gross margins to recover to 35.2% (+1.0ppt qoq) in 4Q21. 

• Profitability will be added as a core KPI in 2022, along with the ongoing goal of market 
share gains. Estun has always focused on the integration of M&As and market share gains 
as core KPI in past years, while profitability has been relegated to the side-lines, leading to 
the underwhelming bottom-line performance in past years. Given the lack of further M&A 
stories, and the smooth progress in achieving its major milestone of 10k robot sales target, 
the investors have been shifting their focus to profitability, and this eventually led to the 
sharp sell-off after the disappointing 2Q21 results. As such, adding profitability as a core KPI 
in 2022 will be the first step towards recovering investor confidence, and any improvements 
in Estun’s operation efficiency and profitability going forward will be crucial for further re-
rating. 

STOCK IMPACT 
• Due to one-off expenses, 4Q21 will likely miss market expectations. One-off expenses 

booked in 4Q21 include stock incentives. However, even excluding the one-off items, Estun 
is unlikely to outperform consensus’ estimates in its bottom line, as its focus in 4Q21 
remains on delivering the 10,000 robots shipment target. This is marginally offset by the 
stronger-than-expected margins in the core automation parts business (37-38% vs our 
expectations of 35%).  

• Nevertheless, management has remained transparent on this issue and the buy-side should 
already anticipate weak 4Q21 results. The current focus will be on Estun’s revenue and 
gross margin performance in 4Q21, as well as whether the company can patch up its 
profitability from 2022 onwards. 

• Moderating material costs in 2022 may support margin expansion. The raw material 
prices (ie steel and copper) should moderate into 2022, given the abnormally high base in 
2021.  At the same time, chip shortage should also ease in a more meaningful manner from 
2Q22 to 3Q22, given no further disruptions from unpredictable events (such as more 
COVID-19 outbreaks), which should help lower component costs.  

EARNINGS REVISION/RISK 
• We cut our 2021 net profit forecast by 16.4% to Rmb140m to factor in the one-off 

expenses, which is partially offset by a higher core automation parts margins assumption in 
4Q21. Our 2022-23 earnings estimates remain largely unchanged. 

VALUATION/RECOMMENDATION 
• Maintain BUY and keep target price at Rmb34.00, now based on 84x 2022F PE, 0.5SD 

below mean. We are now turning more positive on Estun, as the management is looking to 
weigh more resources into improving its profitability, which we view as a key re-rating 
catalyst. At the same time, the moderating material costs will likely provide support for 
midstream equipment manufacturers like Estun through 2022. 
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PROFIT & LOSS  
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Net turnover 2,510 3,531 4,601 5,824

EBITDA 218 268 486 765

Depreciation & amortization 95 81 94 106

EBIT 123 188 391 658

Total other non-operating income 26 20 20 20

Associate contributions 6 (1) (1) (1)

Net interest income/(expense) (101) (52) (45) (44)

Pre-tax profit 158 164 405 673

Tax (7) (8) (20) (34)

Minorities (23) (16) (38) (64)

Net profit 128 140 346 576

Net profit (recurrent) 61 110 316 546
 

 BALANCE SHEET   
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Fixed assets 540 571 634 689

Other LT assets 2,605 2,699 2,781 2,897

Cash/ST investment 581 1,594 1,123 1,229

Other current assets 1,958 2,385 3,038 3,650

Total assets 5,685 7,249 7,577 8,464

ST debt 630 800 600 600

Other current liabilities 1,450 1,859 2,002 2,457

LT debt 1,099 1,099 1,099 1,099

Other LT liabilities 518 518 518 518

Shareholders' equity 1,739 2,679 3,026 3,394

Minority interest 248 264 303 367

Total liabilities & equity 5,685 7,219 7,547 8,434

  
CASH FLOW  
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Operating 321 279 9 621

Pre-tax profit 123 183 391 658

Tax (7) (10) (21) (34)

Depreciation/amortization 95 81 94 106

Associates (6) 1 1 1

Working capital changes 45 (94) (507) (160)

Non-cash items 70 118 50 49

Other operating cashflows - - - -

Investing (325) (174) (212) (250)

Capex (growth) (107) (120) (120) (119)

Investments (1,031) (74) (115) (151)

Proceeds from sale of assets - - - -

Others 814 20 23 21

Financing (123) 907 (258) (267)

Dividend payments (79) (63) (58) (267)

Issue of shares - 800 - -

Proceeds from borrowings 1,790 1,082 882 882

Loan repayment (1,999) (912) (1,082) (882)

Others/interest paid 165 - - -

Net cash inflow (outflow) (127) 1,011 (461) 105

Beginning cash & cash equivalent 694 581 1,593 1,131

Ending cash & cash equivalent 581 1,593 1,131 1,236

  
 

    

KEY METRICS   

Year to 31 Dec (%) 2020 2021F 2022F 2023F

Profitability       
EBITDA margin 8.7  7.6  10.6 13.1 

Pretax margin 1.5  3.5  7.9 10.9 

Net margin 2.4  3.1  6.9 9.4 

ROA 1.1  1.7  4.3 6.8 

ROE 3.3  5.0  11.1 17.0 

        

Growth       

Turnover 58.7  40.7  30.3 26.6 

EBITDA 45.6  23.1  81.1 57.5 

Pre-tax profit 83.0  3.6  146.7 66.2 

Net profit 106.7  9.6  146.7 66.2 

Net profit (adj) 128.1  80.2  186.5 72.5 

EPS 106.7  5.3  146.7 66.2 

        

Leverage       

Debt to total capital 35.4  30.1  26.1 23.4 

Debt to equity 115.6  81.4  65.5 58.4 

Net debt to equity 82.2  21.9  28.3 22.2 

Interest cover (x) 1.2  3.6  8.8 15.1 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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