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Summary: NIO Inc. is a leading company in China’s premium smart electric vehicle market. Listed in NYSE and FSE, 
NIO Inc has a current market cap of US$47.4bn. The company mainly develops and sell electric vehicles in China 
focused in the more premium segment with a higher ASP compared to other local peers. The issuer has been 
growing at a fast pace, with vehicles deliveries up 2x y/y for the FY2021, amid the growing EV market in China, 
given continued governmental support, wider product offerings and improving infrastructure. Despite accelerated 
growth, we note NIO Inc. is still an incipient player in the market, with significantly lower market share than larger 
peers, like SAIC, BYD and Tesla. Despite highly competitive environment and intensive capital needs, especially 
related to R&D expenses, company managed to reach it’s first positive EBITDA for 9M21 with top line expansion 
outpacing costs, while we expect business acceleration to continue into 2022 given increased capacity and new 
products launches announced. 

NIO Inc has three outstanding convertible notes, NIO 4.50% 2024, NIO 0.00% 2026 and NIO 0.50% 2027. Despite 
aforementioned positive operating performance through 2021, NIO US equity has been down ~59% y/y to 
US$27.35, dragged down by the regulatory crackdown in Chinese tech issuers and increased scrutiny on Chinese 
companies listed in the US. As such, the 2026s and the 2027s instruments have their strike price well above current 
trading price. At current levels, we see a decent long-term equity upside opportunity, particularly in the 2027s, can 
the issuer maintain its recent growth and operational improvements. At its 300,000 units/year vehicle deliveries 
long-term goal, we see upside on the bond to the 123c level, a 47% upside from current levels. For the shorter-term 
we view the 2027s as a fairly priced straight bond with free equity optionality. We highlight, at 6.83% YTW NIO Inc 
does look attractive compared to current HY Index levels, given its improving margins, growth and net cash 
position, similar to PDD. Yet, we continue to favour VNET 26s under our convertibles coverage due to recurring 
positive EBITDA generation, trading at a higher 10% YTW with equity trading at a deep discount to peers. 

Description Amt Out (US$ MM) Ratings (M/SP/F) Mid Price Mid YTW Conv. Price NIO Price 
NIO 4.500% 02/01/2024 $ 165 -/-/- 293.50 (44.52%) 9.51 27.35 
NIO ZERO 02/01/2026 $ 750 -/-/- 86.75 7.18% 93.06 27.35 
NIO 0.500% 02/01/2027 $ 750 -/-/- 83.00 6.83% 93.06 27.35 

 
(*) 2026s has a put option at 100c in 02/01/2024 
(*) 2027s has a put option at 100c in 02/01/2025 
(*) Bloomberg pricing from 01/24/2022 

 
Background and Operating Environment: 

• NIO Inc. is a a leading company in the premium smart electric vehicle market headquartered in Shanghai, 
China 

o The company sells vehicles in China and plans to expand into international markets in the near 
future to capture the fast-growing EV demand 

• The company focuses on smart cars that utilize connectivity technology, artificial intelligence, and 
autonomous driving capabilities  

o NIO also provides maintenance, charging stations and equipment, insurance, and similar 
products related to its electric vehicles 

o Main products includes the “ES6” 5-seater SUV, launched in 2019, the “ES8” 7-seater SUV, 
launched in 2018 and the “EC6” 5-seater SUV, launched in 2020 

o NIO focuses in the “premium smart” EV market 



 NIO’s “ASP” (Average Selling price) is higher compared to peers. NIO prices range from 
$50,000 to $70,000, while competitor Xpeng's prices vary from $23,000 to $36,000 and 
Tesla's prices start at around $40,000 

o NIO sells its cars through their own network, namely “NIO Houses”, “NIO Spaces” and own 
mobile application 

 Company has 25 NIO Houses, 234 NIO Spaces and 34 NIO services centers as of June 
2021 

• NIO differentiates itself through its continuous technological breakthroughs and innovations, such as its 
industry-leading battery swapping technologies, Battery as a Service (“BaaS”) as well as its proprietary 
autonomous driving technologies and Autonomous Driving as a Service (“ADaaS”)     

• Cars are manufactured in collaboration with Jac Motors (“JAC”), state-owned Chinese automobile 
manufacturer 

o First in May 2016 and more recently in May 2021, NIO entered into an agreement with JAC for 
the joint-manufacture of its vehicles (ES8, ES6, EC6 and ET7) 

 Valid up to May 2024 

o JAC set up the manufacturing plant (“JAC-NIO” Plant) in Hefei, Anhui Province, with an annual 
production capacity of 120,000 units 

 Projecting to expand capacity to 240,000 annual units to meet growing demand 

o JAC is essentially in charge of assembly and the operation of the factory, while NIO handles the 
design, development and engineering of its vehicles, supply chain management, manufacturing 
technology and quality testing 

 NIO provides all raw material to JAC and is responsible for the tooling, while JAC is 
responsible for equipment used in the product line 

 NIO pays a processing fee to JAC on a per-vehicle basis monthly   

• NIO owns land use rights with respect to a parcel of land in Nanjing of approximately 300k square meters 
and the ownership with respect to the plant thereon for a term ending on March 10, 2063, which are used 
for the manufacture of its e-propulsion system, battery pack and engine driving system  

o The company also leases a number of its facilities 

• The company has been developing a new technological platform “NIO Technology Platform 2.0” (NP2). 
NP2 includes the development of a new motor technology, new autonomous functions and software 
enhancement for a “new generation” of products 

o NIO plans to launch 3 models next year based on its NP2 Platform.0: ET7, a luxury sedan in March 
2022; ET5, a mid-size sedan in September 2022; and a third model still unveiled 

 Given that the new technology cannot be manufactured in the existing Hefei plant, NIO 
has begun construction of a new plant (also in Hefei), expected to start production in 
3Q22 

 The new plant is part of the “Neo Park” project, a industrial cluster projected by the 
Hefei municipality for EV-related companies 

• Limited disclosure on capex disbursed for the new facility and its production 
capacity 



• FY2021, the company delivered 91,429 vehicles, 110% more than in full-year 2020 

• In China, deliveries of EV in October 2021 represented nearly 20% of total vehicles sold 

o For the first ten months of 2021, NIO’s new electric vehicle deliveries increased 1.9x y/y to 2.1 
million units, which represented a 13% market share 

 During 3Q21 EVs deliveries nearly tripled, further increasing market share to 18.6% of 
total vehicles sales 

o Competitors BYD Auto, Tesla and Wuling led the way in local sales 

• Market share of EV has been growing in the last years: +1.39% in 2016, +2.3% in 2017, +4.5% in 2018, 
+4.8% in 2019 and +5.7% in 2020 

o Tesla, Xpeng, Li Auto, MW Motors, SAIC and BYD Auto, together with NIO, are the leading 
Chinese EV manufacturers  

o SAIC lead the EV market with 33% of total EV deliveries in China in 2021, followed by Tesla (21%) 
and BYD (14%). NIO, Hpeng and Li Auto had 4% each 

• The government is encouraging EV market as part of its strategy to reduce its dependance on oil imports 
and slash exhaust emissions trough subsidies and tax exemption for EV buyers, favoring the growth of NIO 

o Government support, wider product offerings and improving infrastructure is projected to boost 
new EV sales in the medium-term 

 Country's goal by 2025 is that 20% of all cars sold are EVs 

o On the other hand, new entrants have increased competition in the sector, especially in relation 
to new technological advances 

Shareholder and Corporate Structure: 

• NIO was founded in November 2014 as Nextev Inc., which changed its name to NIO Inc. in July 2017 

o NIO Inc is a holding company with no operations of its own, which are conducted by its PRC 
subsidiaries and variable interest entity in China (“NIO Holding Co. Limited”) 

o “NIO Inc” is domiciled in the Cayman Island 

o “NIO Holding Co. Limited”, referred to as “NIO China” is owned 90.36% by NIO.Inc wholly-owned 
subsidiaries and the remaining 9.74% by the “Hefei Strategic Investors”, mainly the “Hefei 
Jianheng New Energy Vehicle Investment Partnership” 

• In April 2020, the company entered into an agreement with “Hefei Strategic Investors”, 
who agreed to invest RMB7bn (US$1.1bn) in cash into NIO China. NIO Inc., in turn, 
agreed to establish NIO China's core business including their R&D division in Hefei, 
China, as well as to invest RMB4.26bn into the company 

• The “Hefei Strategic Investors” is lead by “Hefei City Construction and Investment 
Group” and “Anhui Provincial Emerging Industry Investment Co”, municipal and 
provincial groups, respectively  

• As of December 2020, principal controlling shareholders are Mr Bin Li with a 10.1% stake and 39.3% 
voting power, Tencent with 10.0% stake and 17.9% voting power and Baillie Gifford with 6.6% stake and 
3.5% voting power 

o Mr Bin Li is the company’s founder, chairman and CEO 



o Tencent is a world leading China-based entertainment conglomerate and one of the largest 
gaming companies in the world with US$xxxx market cap 

o Ballie Gifford is an investment management firm headquartered in Scotland 

• NIO Inc. is listed on the New York Stock Exchange and in the Frankfurt Stock Exchange, with a current 
market cap of US$47.4bn, significantly above pre-pandemic levels (4Q19: US$4.3bn) 

 Capital Structure: 

• Total debt as of September 30, 2021, was US$2,970mm 

Bank loans: 

• As of September 30, 2021, the company had short-term borrowings from several banks amounting to 
US$824mm in aggregate, with an annual interest rate of approximately 2.95% to 4.45%. 

• They contain covenants including, among others, limitation on liens, consolidation, merger and sale of the 
Group’s assets. NIO is in compliance with all of the loan covenants 

Convertible notes: 

• On January 30, 2019, the group issued US$650mm convertible senior notes due 2024, of which 
US$165mm remain outstanding  

• In January 2021, the Group issued US$750mm convertible senior notes due 2026 and US$750mm 
convertible senior notes due 2027 

o Net proceeds from the Notes Offering were destinated mainly for general corporate purposes 
and to strengthen the company’s cash position 

• Shortly after the pricing of the new 26s and 27s notes, the company entered into individual negotiations 
with certain holders of the 24s to exchange US$582mm in principal amount for ADS 

• The 24s have a put option on February 1, 2022 at 100c 

• The 26s have a put option on February 1, 2024 at 100c 

• The 26s have a put option on February 1, 2025 at 100c 

o With 2024s notes trading at ~139c, we view as unlikely holders to exercise 2024s put option at 
100c, although it could represent a short-term US$165mm cash use for the company 

o Current cash position looks sufficient to deal with potential earlier amortization of the 2026s and 
2027s through its put option (US$7.3bn vs US$1.5bn) 

• Cash and equivalents amounted to US$6,720mm at September 30, 2021, including cash of US$3,351mm 
and short-term investments of US$3,369mm 

• As a result, the company has a negative net debt of US$3,750mm, or negative US$381mm if excluding ST 
investments 

• Shareholders equity totaled US$3,790mm at September 30, 2021 

• On September 7, 2021 NIO initiated an ATM offering program of up to US$2bn of ADS, which was fully 
issued by November 2021  

 

 



Key Risk Factors: 

• Capital intensive business, given the required technological investments, innovations and the highly 
competitive market 

o NIO Inc is still an incipient player, with significantly lower market share than larger peers, like 
SAIC and Tesla, and a limited operating history 

• SAIC lead the EV market with 33% of total EV deliveries in China in 2021, followed by 
Tesla (21%) and BYD (14%). NIO, Hpeng and Li Auto had 4% each 

o High capex associated to the acquisition of IT equipment and office space has 
contributed to NIO’s negative FCF  

o We note FCF burn has been mainly offset by equity and debt issuances 

• Supply constraints (such as the semiconductor global shortage) has negatively impacted production 
activity and volumes 

• SG&A and R&D expenses continue to grow at a similar pace to revenue growth, which hinders positive 
EBITDA and OCF  

• More recently, equity has been dragged by the regulatory crackdown and tightening seen on Chinese tech 
issuers and greater scrutiny on Chinese companies listed in the US 

o As China-US tensions escalate there is a growing concern that shares could be delisted in the US 

• PRC laws restrict and impose conditions on foreign investments in value-added telco and tech services, as 
NIO operates their business in China through its Variable Business Entity (“VIE”) and PRC subsidiaries 

o The VIE structure has been around for some time and what it does is it permits western investors 
to access and own Chinese stocks through legal agreements while remaining compliant with the 
Chinese regulation of having the company wholly-owned by Chinese nationals  

o Investors in NIO’s ADS, for example, are purchasing equity interest in the holding.co incorporated 
in the Cayman Island, that has no equity interest in the VIE, but have effective control and are 
primary beneficiaries of the VIE structure through these contractual agreements 

o All of our China coverage and issuers listed in the US functions under the VIE structure, which we 
ultimately think can be a tail risk for the listing but not for the credit   

 3Q21 Results: 

• Revenue increased 16% q/q to US$1,515mm driven by vehicles delivery and sales increase 

o 9% q/q increase in vehicle sales attributed to a 12% q/q increase of vehicle delivery volume 

• We note deliveries doubled y/y 

o 2.2x q/q growth in other sales mainly due to increase in sales of automotive regulatory credits and 
battery upgrade services 

o During conference call, management noted supply chain constraints has been a challenge through 
recent months 

o Vehicle sales represented 88% of total sales, and other sales 12%  

• Despite top line growth negative EBIT increased 30% q/q to a US$153mm loss on higher COGS, SG&A and 
R&D expense 



o R&D expense increased 35% q/q, given higher personnel costs and costs associated to design and 
development for new products  

• R&D at 12.2% as percentage of revenue vs 10.5% in 2Q21 

• Management noted during call rising prices of key materials like aluminum, copper and 
chips  

o Vehicle margins stood at 18.0%, a 223bps decrease from 2Q21  

• Q/Q decrease was mainly driven by increased financing at subsidized rates that resulted 
in a deduction in vehicle revenue 

• NIO expects an average of 25% vehicle margin in the long run based on annual production 
volume of 300,000 units per year 

• Negative FCF at US$350mm for 9M21 as we note high capex levels  

o Capex at US$370mm for 9M21, as NIO noted acquisition of IT equipment, R&D equipment, and 
office space as part of its ongoing business expansion  

• Includes upgrades in Hefei manufacturing plant and construction of a second 
manufacturing site at NIO Park, also in Hefei 

o WK contraction of US$24mm on higher payables 

o Net US$800mm outflow from paid back capital injections 

• We note positive EBITDA for 9M21  

• Total debt at US$2,972mm  

o Cash position at US$7.3bn and net debt negative at US$4.3bn 

 
NIO Inc. (US$ MM) 2017 2018 2019 2020 9M21 3Q21 
ES8  - 11,348 9,132 10,861 14,367 5,418 
ES6  - 0 11,433 27,945 29,294 11,271 
EC6  - 0 0 4,922 22,734 7,750 
Deliveries of vehicles - 11,348 20,565 43,728 66,395 24,439 
Vehicles Gross Margin % - (1.60%) (9.90%) 12.70% 19.74% 18.05% 
       
Vehicle sales - 733 1,066 2,200 3,702 1,335 
Other - 15 66 156 353 181 
Revenue - 748 1,132 2,356 4,055 1,516 
       
EBITDA (695) (1,275) (1,335) (417) 23 - 
Interest Paid (2) (17) (38) (48) (25) - 
Capex (165) (399) (247) (163) (370) - 
Working capital 19 76 63 700 24 - 
Tax Paid (0) (2) (3) (2) (1) - 
FCF (842) (1,617) (1,559) 70 (350) - 
       
Equity Raised, net (incl. preferred)  1,085 1,356 7 5,462 (800) - 
       
Total Debt 103 471 1,518 1,445 2,972 2,972 
Cash (incl. ST investments) 1,157 1,218 158 6,511 7,298 7,298 
Net Debt (1,054) (748) 1,360 (5,066) (4,326) (4,326) 
      (*) Current 
Market Cap - 6,694 4,279 74,404 48,522 48,180 
EV - 6,150 5,870 70,075 45,287 43,853 
EV / LTM Revenue - 8.5 5.2 28.1 n/a n/a 
EV / LQA Revenue - - - - 8.4 7.2 
Market Cap / Total Debt - 14.2 3.6 61.7 16.3 16.2 

(*) Limited quarterly cash flow disclosure for q/q comparison in 3Q21 



Thoughts on Convert: 

• NIO has been growing at a faster pace than more established peers (Tesla, BYD, SAIC) 
o Although still with a significantly lower market share and number of vehicles deliveries, 

compared to more consolidated players, which also have a higher vehicle margin 
 Growth has also lagged closest peer Xpeng 
 We expect business acceleration to continue into 2022 given continued governmental 

incentives to the EV market, capacity increase and new launches 
• Despite highly competitive environment and intensive capital needs, especially on R&D, company 

managed to reach positive EBITDA for 9M21 with top line expansion outpacing costs 
o While we don’t expect NIO’s R&D investments to slow down in the near-term, we expect top line 

growth to continue to outpace costs with company posting positive EBITDA for the upcoming 
quarters   

• Cash outflow has been offset by equity and convertible bonds financing in recent years 
o More recently in November 2021, NIO concluded a US$2bn ATM equity raise program 

• Despite business expansion throughout the year and good operating performance with first set of positive 
EBITDA results, NIO US equity has been down ~49% y/y to US$30.63  

• Equity has been dragged by the regulatory crackdown and tightening seen on Chinese tech issuers 
throughout the year and greater scrutiny on Chinese companies listed in the US translate 

o We also note “Xpeng”, one of NIO’s closest comparable peer grew deliveries ~263% in the year 
vs ~110% of NIO 

• NIO has three outstanding convertible notes 
o The NIO 4.50% 2024s with a US$9.51 conversion price, deep in the money and trading like 

equity   
o NIO 0.00% 2026s and NIO 0.50% 2027, both with a US$93.06 conversion price 

• As mentioned NIO’s ADR is currently trading at US$30.63, well below both strike prices 
• We highlight both the 2026s and 2027s have a put option at par value, on February 1st, 

2024 and February 1st, 2025, respectively 
• 2026s and 2027s converts trade ~85c level 
• NIO’s current EV/Revenue at 8.7x stands above more similar peers XPENG and Li Auto 
• Should the equity recover to 2020’s, 28.1x EV/Revenue, the implied EV would be US$171.2bn and market 

cap at US$174.9  
o The stock price would be US$108.19, an 4x return vs current US$27.35 level 
o Standing above the US$93.06 strike conversion price on the converts 

• Also, at projected increased capacity and annual vehicles deliveries of 300,000 for the long-term we 
estimate pro-forma revenue at US$17,180mm on 3Q21 pricing 

o At current 9.0x EV/revenue, the implied EV would be US$154.6bn and market cap at US$158.4bn 
o The stock price would be US$97.94, an 3.6x return vs current US$27.35 level 
o Standing slightly above the US$93.06 strike conversion price on the converts 

• We think the 28.1x EV/revenue looks excessive and unrealistic under current environment as market 
proved to be highly competitive with NIO posting recurrent cash outflow on sustained financing needs 

o Much more consolidated and profitable peer Tesla, currently trades at a 16.5x EV/revenue 
• Yet, continued vehicle deliveries growth on increased capacity to 300,000 units/year looks achievable for 

the long-term 
o Noting aforementioned government support, wider product offerings and improving 

infrastructure in the sector 



• As such we see potential equity upside in the instrument through continued sales expansion for the 
medium-term 

o At a 550bps implied spread and vol capped at 40%, under mentioned equity upside, we see 
2027s fair value at 123c, 47% above current trading levels 

• However, we do note high EV/revenue multiple, weak recent pricing trends and increasingly competitive 
sector are notable headwinds for the equity upside mentioned  

o 9.0x EV/revenue stands significantly above more consolidated peers (BYD and SAIC) and above 
other growth sector issuers we have under coverage (cannabis, biopharma and china tech) 

• Also, the 300,000 units/year deliveries guidance looks like a more long-term development 
o An aggressive target, 3x above current (3Q21 LQA) deliveries 

• As such, eliminating equity upside, for the shorter-term we view instruments as straight bonds with free 
equity optionality 

o Where we estimate spread at 550bps capping vol at 40% 
• At implied 550bps and vol capped at 40%, we see 2027s fair value at 84c and bond floor at 82c 

o Trading in line to implied fair value and ~1pts above bond floor 
• While we do see decent equity upside on the 27s, through maintained growth, acceleration and margins 

improvements, as noted above, it looks like a longer-term trade which should face some headwinds 
before reaching equity inflection point  

• Nonetheless, as a straight-bond with free-equity optionality, at the current 6.83% yield we think NIO Inc, 
looks attractive compared to current HY Index levels, given its improving margins, growth and net cash 
position 

• On a relative basis, we think NIO Inc is an interesting comp to PDD, with similarities on metrics and trading 
levels 

o Where a more favourable regulatory environment in NIO Inc. and slightly higher yield contrasts 
to more solid credit metrics in PDD, namely its recurrent FCF generation and higher market share  

•  Finally, under our coverage we continue to prefer VNET 26s through its recurrent positive EBITDA, more 
solidified sector, trading at a higher 10% YTW  
   

(US$ mm) NIO XPENG Li Auto Tesla BYD SAIC 
  3Q21 3Q21 3Q21 3Q21 3Q21 3Q21 
Country of Risk China China China United States China China 
Coupon 0.50% n/a 0.25% n/a n/a n/a 
Maturity  2027 n/a 2028 n/a n/a n/a 
YTW  6.84% n/a (3.90%) n/a n/a n/a 
Convert  Yes n/a Yes n/a n/a n/a 
        
Total Debt  2,972 357 1,265 10,126 8,008 37,630 
Cash 7,298 2,915 7,284 16,095 5,614 32,846 
Net Debt  (4,326) (2,558) (6,019) (5,969) 2,394 4,784 
Preferred Equity, Min. Interest 514      
Mkt Cap 48,180 23,130 22,477 778,582 89,302 34,589 
EV 43,853 20,572 16,458 774,054 93,048 47,251 
        
Total Vehicle Deliveries  91,429 98,155 90,491 473,078 320,622 732,646 
Deliveries Y/Y growth %  109% 263% 177% 110% 146% 129% 
Vehicle margin 18% 13.6% 21.1% 30.5% 25.2% 6.6% 
      (*) 2020 (*) 2020 
LTM Revenue  5,067 2,353 3,161 46,848 30,250 122,277 
LTM EBITDA (44) (496) (69) 7,189 1,130 7,518 
EBITDA Margin %  - - - 15% 4% 6% 
LTM Net leverage - - - - 2.1x 0.6x 
        
EV / LTM Revenue 8.7x 8.7x 5.2x 16.5x 3.1x 0.4x 
EV / LTM EBITDA    107.7x 82.4x 6.3x 
Mkt Cap / Total Debt 16.2x 64.7x 17.8x 76.9x 11.2x 0.9x 

 (*) Bloomberg pricing as of 01/18/2022 
 



Want to read more of BCP Securities' Convertible Research? Click Here 
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