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Maintaining Rating & Target Price

HKSE: 0860 BUY, HK$0.75
March 23, 2020 Apollo Acquisition & Corporate Name Change Approved
MARKET DATA
Share Price: HK$ 0.405
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LT Debt'. HKD 21.81 M nificantly faster rate, at roughly 12 minutes for an 80% charge com-
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supplier who will package the inverter with a motor, and AFMG will re-
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in fiscal 2022. Given the distinct advantages this product provides and
the range extension it offers to EVs, these estimates could prove to be
quite conservative.
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COMPANY UPDATE

Acquisition & Name Change Approved At EGM. Last week, the acquisition of Apollo was completed,
which followed approval at the EGM the week prior, where the name change to Apollo Future Mobility
Group Limited was also approved. Upon reaching profit milestones, the Consideration Shares for the
acquisition will be issued after the end of the 2021 fiscal year.

New EV Inverter Technology. On February 18, Apollo’s subsidiary, GLM made a joint announcement
with ROHM Co [TYO: 6963] regarding the joint development of an 800 volt twin silicon carbide inverter,
which coupled with its battery offers a smaller, lighter, heat-resistant alternative to current 400 volt in-
verters while enabling charging at a significantly faster rate, at roughly 12 minutes for an 80% charge
compared to 30 minutes for Tesla’s [Nasdaq: TSLA] Supercharger. Management believes the product
could be in commercial production by the second half of 2021 and incorporated into new EVs immedi-
ately upon release. Production is expected to be outsourced to a leading motor supplier who will pack-
age the inverter with a motor, and AFMG will receive a license fee on each unit sold. It is worth noting
Delphi recently announced it secured a US$2.7 billion order for a similar 800 volt inverter that is ex-
pected to be in commercial production in 2022.

Coronavirus Impact on AFMG. COVID-19 has resulted in plant shutdowns and delays for AFMG’s
Asian and European operations. China saw plant shutdowns and significant declines in vehicle sales,
which likely has resulted in declining contract work for AAT China that could spread over fiscal 2020.
Additionally, the shutdowns have delayed formal approval of the Jinpeng JV and pushed the deadline to
complete the Indeenion acquisition to June 30, 2020 due to travel restrictions and an increase in working
from home in Hong Kong. The coronavirus pandemic has also hit AFMG’s European operations, with
production at Apollo’s manufacturing facility shut down. We expect this will stretch deliveries on the IE
into next fiscal year. Thus far, AAT Europe’s engineering and consulting business appears to be rela-
tively unaffected, although most workers are working from home. We do not believe any of this nega-
tively impacts the future prospects for AFMG, and if anything, could further highlight the need for out-
sourced work.

Model Update. We made a number of changes to the model, including shifting out delivery of some of
the Apollo IE hypercars, scaling back Revenue from AAT China and delaying the start of the Jinpeng JV,
as noted above. We also added in license fee income from the new inverter technology, starting with
25,000 units in fiscal 2021 and 80,000 units in fiscal 2022. Given the distinct advantages this product
provides and the range extension it offers to EVs, these estimates could prove to be quite conservative.

Maintaining Rating & Target. The COVID-19 pandemic has had a negative near-term impact on
AFMG, but longer term could reinforce the value the Company provides for its outsourced engineering
work. In addition to being an outsourced engineering provider and hypercar brand/manufacturer, the
announcement of the new inverter technology changes the outlook of AFMG as it can also be viewed as
a key component technology provider, which could become a significant source of profits for the Compa-
ny. With progress continuing on all fronts and a new source of income announced, we are reiterating
our Buy rating and HK$0.75 target price on WE Solutions Limited. Our target price is based on a P/E
multiple of 17 times our fiscal 2021 Diluted EPS estimate of HK$4.94 cents, discounted one year at
15%. We again note that our model assumes Ideenion’s consideration shares will be issued at HK$0.52
and not a likely higher price which would result in less shares being issued.
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RISKS

Shift From Jewelry to Automotive Solutions

There are no assurances that a shift in focus from jewelry sales to automotive solutions will produce the
returns the Company and our model anticipates. Additionally, our estimates and outlook on AFMG
could change substantially should the Ideenion acquisitions fail to close or the Apollo acquisition or new
inverter not reach expectations.

Delay in Chinese Government Policy Change

The Company expects demand to soar in China upon the elimination of the foreign ownership limits on
automakers. Any delay in this policy, which is expected to happen for passenger vehicles in 2022, could
reduce demand for AAT services in China.

Dependence on the Global Automotive Sector

AFMG relies heavily on providing outsourced mobility engineering services and declines in that business
from a global economic slowdown or weakness from key brand customers, like Audi, could have an ad-
verse effect on future results.

Business Refocus for AAT Japan

AAT Japan is switching from developing EV solutions to providing outsourced mobility engineering solu-
tions and technology development. AAT Japan may not see customer adoption as fast as we are mod-
elling.

Development of New Apollo and De Tomaso Vehicles
There are no assurances future models of the Apollo or De Tomaso brands will be as in demand as cur-
rent models, which would negatively impact our estimates.

Potential Acquisitions and Dilution

Management is maintaining flexibility in regards to additional acquisitions, which could include De To-
maso, technology companies or physical automotive-related assets Such acquisitions could be done
with shares, as past acquisitions have, and may result in dilution to current shareholders.

Inability to Divest Legacy Assets
We expect the Company to divest its legacy assets. Failure to do so or to receive fair prices could have
an adverse effect on AFMG’s financials until completed.

COVID-19

With operations spread across Asia and Europe, AFMG is subject to the impacts of COVID-19, both
from a Company perspective (plant shutdowns) and an economic perspective (less car buying). The
potential ramifications of this pandemic are currently unknown.

Foreign Currency Exchange
The Company’s stock trades in Hong Kong Dollars, while it conducts business in Euros, Japanese Yen
and Chinese Yuan. Movement in these currencies could have an adverse effect on financial perfor-
mance and/or asset values.

llliguid Trading
The Company’s stock trades less than HK$10,000,000 per day, which may make it difficult to buy or sell

a large position in the open market without moving the stock price.
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Apollo Future Mobility Group Limited Update - 2020/03/23

DISCLOSURES
Distribution of Ratings

I.B. last 12 months

Rating Count Percent Count Percent
BUY 8 89% 0 0%
HOLD 0 0% 0 0%
SELL 0 0% 0 0%
NO RATING 1 11% 0 0%

Explanation of Ratings

BUY: Describes undervalued stocks we expect to provide a total return (capital appreciation +
yield) of 15% or more in the next twelve month period.

HOLD: Describes fully valued stocks we expect to provide a total return (capital appreciation +
yield) of plus or minus 15% in the next twelve month period.

SELL: Describes overvalued stocks we expect to provide a total negative return (capital depre-

ciation + yield) of 15% or more in the next twelve month period.
NO RATING: Describes stocks that have their investment rating and/or target price temporarily re-
moved for fundamental or compliance-based reasons.

Analyst Certification

I, William Gregozeski, CFA, certify that all of the views expressed in this research report accurately re-
flect my personal views about the subject security and subject company. | also certify that no part of my
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this research report.

Other Disclosures

Company Disclosures

Apollo Future Mobility Group Limited —

Greenridge Global makes a market in the security of the subject company.

The analyst serves as an officer, director, or advisory board member of the subject company.

The analyst or a member of the analyst’'s household has a financial interest in the securities of the

subject company, including, but not limited to a long position, short position, rights, warrants, futures,

or options.

4. Greenridge Global or an affiliate of Greenridge Global has managed or co-managed a public offering
of the security of the subject company in the last 12 months.

5. Greenridge Global or an affiliate of Greenridge Global has received compensation for investment
banking services from the subject company in the last 12 months.

6. Greenridge Global expects to receive or intends to seek compensation for investment banking ser-
vices from the subject company in the next three months.

7. Greenridge Global or an affiliate of Greenridge Global beneficially own 1% or more of the common
stock of the subject company as calculated in accordance with Section 13(d) of the Securities Ex-
change Act of 1934.

8. The subject company is, or during the past 12 months was, a client of Greenridge Global, which pro-
vided non-investment banking, securities-related services to, and received compensation from, the
subject company for such services.

9. An affiliate of Greenridge Global received compensation from the subject company for products or

services other than investment baking services during the past 2 months.

wnh =
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DISCLOSURES (continued)

Other Disclosures

This report has been prepared by Greenridge Global LLC, an unregistered US-based financial services
firm, employing appropriate expertise and in the belief that it is fair and not misleading. The information
upon which this material is based was obtained from sources believed to be reliable, but has not been
independently verified, therefore, we do not guarantee its accuracy. Any opinion or estimates expressed
in this report constitute our best judgment as of the date of the report and are subject to change without
notice. Greenridge Global seeks to update its research as appropriate, but various regulations may pre-
vent Greenridge Global from doing so. This report was prepared solely for informational purposes for
Greenridge’s institutional clients and does not constitute a personal recommendation, solicitation or offer
to buy or sell any security, or take into account the particular investment objectives, financial situations,
or needs of individual clients. The securities described herein may not be qualified for purchase in all
jurisdictions or be suitable for all investors. Each investor should consider whether any information re-
garding securities mentioned in this report is suitable for their particular circumstances and, if appropri-
ate, seek professional advice, including tax advice. Additional and supporting information is available
upon request.

Rating History

Rating & Target Price History for Apollo Future Mobility Group (HK: 0860) as of 2020/03/23

2019/11/04
BUY, HK$0.75

source: AAStocks

Greenridge Global’s research reports are disseminated and available electronically, and in some cases,
printed form. Electronic research is simultaneously available to all clients. This report or any portion
herein may not be reprinted, sold or redistributed without the written consent of Greenridge Global LLC.
For information on how to be added to Greenridge’s research distribution list please contact:

William Gregozeski, CFA
+1 414 435 1110
wgregozeski@greenridgeglobal.com

Greenridge Global LLC
10 S. Riverside Plaza
Suite 875
Chicago, IL 60606 USA
www.greenridgeglobal.com
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