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 Ozner Water International Holding Ltd  

Ticker: 2014_HK 
   Industrials: Environmental Services 

Friday, August 31, 2018 

1H2018 [ended June] Earnings Update 
 
Mixed Results 
Ozner reported earnings of RMB3.77 cents for the first half ended June 
2018, representing a growth of 11.9% YoY. Revenue for the period came 
in at RMB798.3 mn, a growth of 40.5% YoY. The revenue growth can be 
attribut ed mainly to the micro motor manufacturing company Foshan 
Lepuda, acquired in the second half of last year, which contributed 
revenue of RMB236.1 mn in 1H2018. Revenue from the water 
purification services was up by just 1.3% to RMB533.1 mn due to 
reduced sales of the buy-out model of water purifiers. The relatively 
lower growth  in net income [vs. the revenue growth rate] was mainly 
due to a decline in gross profit margin from 54.8% in 1H2017 to 42.8% 
in 1H2018. This decline was primarily due to a decrease in GPM of 
water purification services from 55% to 50.9% and the relatively lower 
average gross profit margin of 18.2% of the new supply chain services 
segment consisting mainly of LepudaȭÓ ÍÉÃÒÏ ÍÏÔÏÒ ÂÕÓÉÎÅÓÓ. The GPM 
of water purification services was affected by the fact that the margins 
of campus water purification machines are lower than those of the 
leased machines and that a higher proportion of revenue came from the 
lease renewal service fee from end users, which has a lower profit 
margin than a newly leased machine. 
 
During the period, the company sold and leased a total of 149,000 water 
purification machines.  As a result, the accumulated total of water 
purification  machines installed by the company now stands at 
approximately 1,858,000 units, up 8.7% from approximately 1,709,000 
units as of December 2017. The new installed machines include 88,000 
leased machines and 61,000 machines sold under the buy-out model. 
The sales of buy-out machines were lower than our expectations. 
Management mentioned to us that this decline was the result of a 
strategic decision by the company to focus on the leasing model which 
has higher renewal rates than the buy-out model and thus helps the 
company to gain and retain more long-term customers resulting in 
more recurring revenue. Management also said that the buy-out 
machines will be sold through its JV companies which will start 
contributing in 2H2018. In the first half, the company added 522 new 
distributors, bringing  the total number of distributors to over 6,918. 
The company also added Tibet Autonomous Region to its distribution 
coverage and increased its city coverage from 2,000 at the end of 
FY2017 to 2,165 in 1H2018.  
 
 

www.evaluateresearch.com 

Target Price              HK$ 3.70 

Current Price             HK$ 1.88 

Upside Potential                  97% 

Market Cap. 
HK$ 4,014.5 mn       

US$  511.6 mn 

Shares Outstanding 2,136.0 mn 

Free Float (FF %) HK$ 1,543 mn/39% 

52 Week Range (HK$) 2.73/ 1.73 

Avg. Daily Value 
HK$ 4.30 mn   

US$ 0.55 mn         

Hang Seng Index Level 27,888 

Insider Holding % 61% 

 

 

 

P/E                   14.1x (FY12/2019E) 

EV/EBITDA     4.8x (FY12/2019E) 

P/B                   1.2x 

 

 

 
 

 

 

 

 
Risk: Above Average 

 

Analyst: 

Ajeya Patil 

ajeya@evaluateresearch.com 

 

Client Servicing:  

Pooja Burgul 

pooja@evaluateresearch.com  



 2 Evaluateresearch.com 

 

 

 

 

 

  

Strong Outlook  
The Chinese water purification market has grown at solid double-digit 
rates over the last few years. According to a report by Frost & Sullivan, 
the penetration of water purifiers in China increased from 13.4% in 
2013 to 21.7% in 2017, but still remains at a much lower level than 
developed countries which have a penetration of more than 70%. Given 
the low penetration and the desire of consumers for a healthy lifestyle, 
the water purifier industry in China has a long runway for growth and 
is expected to grow at a CAGR of 17.7% over the next 5 years to 
approximately RMB230 mn by 2022. Ozner is the largest manufacturer 
of water purifiers in China in the commercial sector with 8% market 
share which is much higher than the second largest company at 2.5% 
share. In the household sector, the company ranks fifth. With 
acquisitions of Bili  and Lepuda, the company is further consolidating its 
position in the industry by pursuing vertical and horizontal integration. 
As such, the company remains on a solid growth trajectory and we 
expect both revenues and earnings to grow at a 20% CAGR over the 
next 3 to 5 years. 
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Revise Estimates, Maintain HK$3.70 PT @ 97% Upside  
Given the decline in the sales  of the buy-out model of water purifier s, 
we revise our revenue for FY2018 downwards to RMB1,908 mn 
[RMB2,185 mn previously] and net income to RMB194.8 mn  
[RMB239.4 mn previously].  The stock currently trades at 14.1x P/E on 
our FY2019 earnings estimates and 4.8x EV/EBITDA on our FY2019 
EBITDA estimate, representing more than a 20% discount to its peers. 
Our 12-month DCF-based price target on the stock is HKD 3.70 per 
share, which represents an upside of about 97% over the current stock 
price. Our price target represents a multiple of 8.2x on our FY2019 
EBITDA estimate, implying a 10% discount to its peers who are trading 
at more than 9.0x. 
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Income Statement ( millions RMB ) FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E CAGR (2017-2021) 
Revenue       402.3         511.7             745.4          920.8       1,549.0       1,908.4       2,262.7       2,528.4       2,777.5  15.7% 
y/y 

 
27.2% 45.7% 23.5% 68.2% 23.2% 18.6% 11.7% 9.9% 

 Cost of Revenue -129.5 -177.0 -306.5 -418.7 -833.3 -1,086.0 -1,294.9 -1,453.2 -1,588.2 
 Gross Profit 272.8 334.7 438.9 502.1 715.7 822.4 967.8 1,075.1 1,189.3 
 Gross margin (%) 67.8% 65.4% 58.9% 54.5% 46.2% 43.1% 42.8% 42.5% 42.8% 
 Other Operating Revenue         18.6           23.5               12.3           12.7           42.9           15.0           16.5           18.2           20.0  
 as a % of sales 4.6% 4.6% 1.6% 1.4% 2.8% 0.8% 0.7% 0.7% 0.7% 
 Selling, General & Admin Expense -101.6 -192.5 -309.5 -269.1 -434.1 -418.6 -470.6 -501.7 -524.0 
 as a % of sales 25.3% 37.6% 41.5% 29.2% 28.0% 21.9% 20.8% 19.8% 18.9% 
 Other Operating expenses -6.5 -14.2 -38.5 -33.4 -86.7 -33.9 -34.2 -36.3 -37.9 
 as a % of sales 1.6% 2.8% 5.2% 3.6% 2.5% 1.8% 1.5% 1.4% 1.4% 
 Operating Income 183.2 151.6 103.2 212.3 237.8 384.9 479.5 555.3 647.3 28.5% 

y/y 
 

-17.3% -31.9% 105.6% 12.0% 61.9% 24.6% 15.8% 16.6% 
 Operating margin (%) 45.5% 29.6% 13.9% 23.1% 15.3% 20.2% 21.2% 22.0% 23.3% 
 Interest Expense -1.8 -0.7 -4.9 -50.2 -107.1 -140.1 -140.1 -131.1 -117.6 
 Interest income 2.2 10.4 8.0 7.8 16.5 9.7 14.3 16.7 16.4 
 Equity in (losses)income of affiliates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other recurring (expenses)/income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Amortization of intangibles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Goodwill impairment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other non recurring (expenses) income 0.0 0.0 -54.0 96.1 138.9 0.0 0.0 0.0 0.0 
 Pretax Income (reported) 183.6 161.2 52.4 266.0 286.1 254.4 353.7 440.8 546.0 17.5% 

y/y 
 

-12.2% -67.5% 407.2% 7.6% -11.1% 39.0% 24.6% 23.9% 
 Pretax Income (adjusted) 183.6 161.2 106.4 169.8 147.2 254.4 353.7 440.8 546.0 38.8% 

y/y 
 

-12.2% -34.0% 59.6% -13.3% 72.8% 39.0% 24.6% 23.9% 
   - Income Tax Expense -30.7 -37.3 -24.4 -37.3 -45.2 -41.0 -58.1 -73.9 -93.4 
 Effective tax rate (%) 16.7% 23.2% 46.5% 14.0% 15.8% 16.1% 16.4% 16.8% 17.1% 
   - Minority Interests 0.0 0.0 0.0 -0.5 10.1 55.3 74.8 80.5 85.7 
 Income Before XO Items 152.9 123.9 28.1 229.2 230.8 158.2 220.7 286.4 366.9 12.3% 

y/y 
 

-19.0% -77.4% 716.8% 0.7% -31.5% 39.6% 29.7% 28.1% 
   - Extraordinary (gain) Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Net Income (reported) 152.9 123.9 28.1 229.2 230.8 158.2 220.7 286.4 366.9 12.3% 

y/y 
 

-19.0% -77.4% 716.8% 0.7% -31.5% 39.6% 29.7% 28.1% 
 Exceptional (L)G 0.00 0.00 54.0 -96.1 -138.9 0.0 0.0 0.0 0.0 
 Add back: interest expense on convertible bonds 

  
4.9 35.1 36.6 36.6 36.6 36.6 36.6 

 Net Income (adjusted) 152.9 123.9 86.9 168.1 128.5 194.8 257.4 323.0 403.6 33.1% 
y/y 

 
-19.0% -29.9% 93.5% -23.6% 51.6% 32.1% 25.5% 24.9% 

 Basic EPS (reported) 0.1208 0.0812 0.0161 0.1331 0.1143 0.0769 0.1034 0.1341 0.1719 
 Basic EPS (adjusted) 0.1208 0.0812 0.0499 0.0976 0.0637 0.0946 0.1205 0.1513 0.1890 
 

           Basic Weighted Avg Shares 1,266 1,526 1,743 1,723 2,018 2,058 2,135 2,135 2,135 
 

           Diluted EPS (reported) 0.1208 0.0812 0.0158 0.1166 0.1020 0.0656 0.0915 0.1187 0.1521 10.5% 
y/y 

 
-32.8% -80.5% 637.5% -12.5% -35.7% 39.6% 29.7% 28.1% 

 Diluted EPS (adjusted) 0.1208 0.0812 0.0490 0.0856 0.0568 0.0808 0.1067 0.1339 0.1673 31.0% 
y/y 

 
-32.8% -39.7% 74.7% -33.6% 42.1% 32.1% 25.5% 24.9% 

 Diluted Weighted Avg Shares (mn)  1,266 1,526 1,774 1,965 2,262 2,412 2,412 2,412 2,412 
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Balance Sheet (millions RMB) FY 2013 FY 2014 FY 2015 FY 2016E FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 

Assets 
           + Cash & Near Cash Items 221.4 309.8 518.4 529.3 275.8 408.3 476.6 467.4 555.9 

  + Short-Term Investments 0.0 300.0 0.3 0.3 347.8 173.9 0.0 0.0 0.0 

  + Accounts & Notes Receivable 50.6 43.5 71.4 44.0 354.2 245.3 290.9 325.0 357.0 

  + Inventories 36.9 90.5 191.5 164.2 308.8 308.2 367.5 412.4 450.7 

  + Other Current Assets 49.4 56.7 192.3 413.9 380.1 399.1 419.1 440.0 462.0 

Total Current Assets 358.3 800.6 973.9 1,151.8 1,666.7 1,534.9 1,554.0 1,644.8 1,825.7 

  + Long-Term Investments 0.0 0.0 0.0 0.0 152.5 49.9 49.9 49.9 49.9 

    + Gross Fixed Assets 260.3 532.3            917.3  952.4 1,090.3 1,481.9 1,706.9 1,954.4 2,134.4 

    - Accumulated Depreciation -28.3 -59.2 -112.9 -176.3 -224.3 -284.8 -359.8 -445.9 -542.0 

  + Net Fixed Assets 232.0 473.1 804.3 776.1 865.9 1,197.1 1,347.1 1,508.6 1,592.4 

 +Gross Revenue Generating Assets 672 1,113 1,552.5 1,968.8 2,284.9 2,646.6 3,027.7 3,416.7 3,807.7 

 - Accumulated Depreciation -86 -171 -307.1 -484.4 -689.2 -937.5 -1,221.2 -1,543.4 -1,904.7 

 +Net Revenue Generating Assets 585.3 941.7 1,245.4 1,484.4 1,595.7 1,709.1 1,806.5 1,873.3 1,903.0 

  + Other Long-Term Assets 39.1 141.1 196.1 190.7 1,055.9 1,098.2 1,142.1 1,187.8 1,235.3 

  + Goodwill & other Intangible Assets 94.9 93.6 89.9 85.8 449.9 632.4 641.8 652.4 664.3 

Total Long-Term Assets 951.4 1,649.5 2,335.7 2,537.0 4,119.9 4,686.6 4,987.4 5,271.9 5,445.0 

Total Assets 1,310 2,450 3,310 3,689 5,787 6,222 6,541 6,917 7,271 

 
  

        Liabilities & Shareholders' Equity   
          + Accounts Payable 57.8 129.2 155.7 128.4 397.9 339.5 400.8 445.3 481.8 

  + Short-Term Borrowings 212.7 0.0 0.0 196.3 424.4 424.4 424.4 424.4 424.4 

  + Other Short-Term Liabilities 699.1 418.6 889.6 567.0 829.5 854.4 880.0 906.4 933.6 

Total Current Liabilities 969.6 547.7 1,045.2 891.7 1,651.8 1,618.2 1,705.1 1,776.1 1,839.7 

  + Long-Term Borrowings 0.0 0.0 305.9 567.0 1,011.5 1,111.5 1,011.5 911.5 711.5 

  + Other Long-Term Liabilities 6.6 6.5 6.5 6.2 42.5 43.4 44.2 45.1 46.0 

Total Liabilities 976.2 554.2 1,357.6 1,464.9 2,705.8 2,773.1 2,760.9 2,732.7 2,597.2 

  + Equity component of convertible bonds 0.0 0.0 0.0 52.3 52.3 52.3 52.3 52.3 52.3 

  + Share Capital & APIC 0.0 988.8 953.3 938.3 1,397.9 1,397.9 1,397.9 1,397.9 1,397.9 

  + Retained Earnings & Other Equity 333.5 907.0 998.4 1,228.7 1,482.8 1,677.6 1,935.0 2,258.0 2,661.6 

Total Shareholders' Equity 333.5 1,895.8 1,951.8 2,219.3 2,933.0 3,127.8 3,385.2 3,708.2 4,111.7 

  + Minority Interest 0.0 0.0 0.0 4.4 147.8 320.6 395.4 475.9 561.6 

Total Liabilities & Equity 1,310 2,450 3,309 3,689 5,787 6,222 6,541 6,917 7,271 
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Cash Flow (millions RMB) FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
  + Profit after tax 180.6 155.8 43.4 247.2 128.5 194.8 257.4 323.0 403.6 
 + Depreciation of Revenue Generating Assets 54.4 84.7 136.3 172.9 206.6 246.6 283.7 322.2 361.2 
  + Depreciation & Amortization of PPE and other assets 14.3 21.5 42.2 38.8 56.9 74.2 89.8 102.1 113.5 
  + Other Non-Cash Adjustments 47.7 97.3 75.85 -242.6 46.4 56.1 75.6 81.4 86.6 
  + Changes in Non-Cash Capital 9.3 24.8 -109.8 27.8 111.2 56.9 -37.9 -29.1 -28.6 
Cash From Operating Activities 306.4 384.0 187.9 244.1 549.6 628.5 668.6 799.6 936.2 
  + Disposal of Fixed Assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0 
 + Capital Expenditures (Revenue Generating Assets) -244.8 -419.8 -411.6 -367.1 -316.1 -361.7 -381.1 -389.0 -391.0 
  + Capital Expenditures (PPE and Intangibles) -202.7 -282.9 -270.0 -191.2 -157.8 -173.6 -249.2 -274.1 -209.3 
  + Increase in Investments 0.0 -300.0 0 0.0 -1,365.2 234.3 130.0 -45.7 -47.5 
  + Decrease in Investments 0.0 0.0 300.0 0.0 60.9 0.0 0.0 0.0 1.0 
  + Other Investing Activities 0.1 -68.2 -85.1 37.1 -197.3 -296.8 0.0 0.0 0.0 
Cash From Investing Activities -447.4 -1,070.9 -466.7 -521.2 -1,975.5 -597.9 -500.3 -708.8 -645.8 
  + Dividends Paid 0.0 0.0 0.0 0.0 -50.9 0.0 0.0 0.0 0.0 
  + Change in Short-Term Borrowings 0.0 0.0 0.0 0.0 228.0 0.0 0.0 0.0 0.0 
  + Increase in Long-Term Borrowing 214.5 0.0 379.6 437.3 444.5 100.0 -100.0 -100.0 -200.0 
  + Decrease in Long-term Borrowing 0.0 -214.9 0.0 -16.0 0.0 0.0 0.0 0.0 0.0 
  + Increase in Capital Stocks 0.0 988.8 0.0 0.0 550.7 0.0 0.0 0.0 0.0 
  + Decrease in Capital Stocks 0.0 0.0 -35.4 -15.1 0.0 0.0 0.0 0.0 0.0 
  + Other Financing Activities -88.2 59.0 -5.1 -30.6 0.0 0.0 0.0 0.0 0.0 
Cash from Financing Activities 126.3 832.8 339.1 375.6 1,172.4 100.0 -100.0 -100.0 -200.0 
Net Changes in Cash -14.7 146.0 60.2 98.5 -253.5 130.6 68.3 -9.2 90.4 
Effect of Foreign Exchange Rate Changes, Net -0.2 -6.2 27.0 7.4 

     Opening cash 
    

529.3 275.8 406.4 474.7 465.5 
Closing cash 

    
275.8 406.4 474.7 465.5 555.9 

 

Ratio Analysis FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
Per Share Data (RMB) 

         Basic EPS (adjusted) 0.12 0.08 0.05 0.10 0.06 0.09 0.12 0.15 0.19 
Diluted EPS (adjusted) 0.12 0.08 0.05 0.09 0.06 0.08 0.11 0.13 0.17 
Dividend per share (DPS) 0.000 0.000 0.000 0.000 0.023 0.000 0.000 0.000 0.000 
Book Value per share (BVPS) 0.2 1.2 1.0 1.1 1.1 1.0 1.1 1.3 1.4 

          Margins (%) FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
Gross Margin 67.8% 65.4% 58.9% 54.5% 46.2% 43.1% 42.8% 42.5% 42.8% 
Operating Margin 45.5% 29.6% 13.9% 23.1% 15.3% 20.2% 21.2% 22.0% 23.3% 
EBITDA Margin 62.6% 50.4% 37.8% 46.0% 31.7% 37.0% 37.7% 38.7% 40.4% 
Pre-Tax Margin (adjusted) 45.6% 31.5% 14.3% 18.4% 9.5% 13.3% 15.6% 17.4% 19.7% 
Net Income Margin (adjusted) 38.0% 24.2% 11.7% 18.3% 8.3% 10.2% 11.4% 12.8% 14.5% 

          Growth (%) FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
Sales growth 0.0% 27.2% 45.7% 23.5% 68.2% 23.2% 18.6% 11.7% 9.9% 
EBIT growth 0.0% -17.3% -31.9% 105.6% 12.0% 61.9% 24.6% 15.8% 16.6% 
Net Income (adjusted) growth 0.0% -19.0% -29.9% 93.5% -23.6% 51.6% 32.1% 25.5% 24.9% 
EPS (adjusted) growth 0.0% -32.8% -39.7% 74.7% -33.6% 42.1% 32.1% 25.5% 24.9% 
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Return Ratios FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
DuPont ROE (%) 45.8% 6.5% 4.5% 7.6% 4.4% 6.2% 7.6% 8.7% 9.8% 
Margin (%) 38.0% 24.2% 11.7% 18.3% 8.3% 10.2% 11.4% 12.8% 14.5% 
Turnover (x) 0.3 0.2 0.2 0.2 0.3 0.3 0.3 0.4 0.4 
Leverage (x) 3.9 1.3 1.7 1.7 2.0 2.0 1.9 1.9 1.8 

          ROA 11.7% 5.1% 2.6% 4.6% 2.2% 3.1% 3.9% 4.7% 5.6% 
Return on Capital Employed 53.9% 8.0% 4.6% 7.6% 5.8% 8.4% 9.9% 10.8% 11.9% 
Return on Invested Capital 28.0% 6.5% 3.8% 5.6% 2.9% 4.2% 5.3% 6.4% 7.7% 
Net cash / equity 2.6% 32.2% 10.9% -10.5% -27.7% -30.5% -28.3% -23.4% -14.1% 

          FCF Calculation FY 2013 FY 2014 FY 2015 FY 2016E FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
Op. cash  306.4 384.0 187.9 244.1 549.6 628.5 668.6 799.6 936.2 
capex -447.5 -702.7 -681.7 -558.3 -473.9 -535.4 -630.3 -663.1 -600.3 
FCF (RMB million) -141.1 -318.7 -493.8 -314.2 75.7 93.2 38.3 136.5 335.9 
FCF margin (%) -35.1% -62.3% -66.2% -34.1% 4.9% 4.9% 1.7% 5.4% 12.1% 
FCF per share -0.11 -0.21 -0.28 -0.16 0.03 0.04 0.02 0.06 0.14 
Price/FCF per share 

 
-12.0 -6.9 -9.7 45.0 38.9 94.8 26.6 10.8 

FCF Yield 
 

-8% -14% -10% 2% 3% 1% 4% 9% 

          Net Cash calculation FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 
Cash + short term investments 221.4 609.8 518.7 529.6 623.6 582.2 476.6 467.4 555.9 
Less: long term debt -212.7 0.0 -305.9 -763.3 -1,435.9 -1,535.9 -1,435.9 -1,335.9 -1,135.9 
Net Cash (Debt) 8.6 609.8 212.8 -233.7 -812.3 -953.6 -959.3 -868.5 -580.0 

          Net cash per share 0.0 0.4 0.12 -0.1 -0.4 -0.4 -0.4 -0.4 -0.2 

          
 

          
    Valuation ratio's FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018E FY 2019E FY 2020E FY 2021E 

P/B 
 

2.12 1.84 1.43 1.37 1.45 1.32 1.19 1.05 
P/E 

 
30.83 39.44 18.16 26.47 18.62 14.10 11.23 8.99 

P/S 
 

7.46 4.52 2.91 1.99 1.61 1.36 1.22 1.11 
EV/sales 

 
6.27 4.23 3.17 2.61 2.12 1.78 1.60 1.45 

EV/EBITDA 
 

12.45 11.20 6.88 8.21 5.72 4.73 4.12 3.60 
EV/EBIT 

 
21.17 30.56 13.73 16.98 10.49 8.42 7.27 6.24 

EV/FCF 
 

-10.07 -6.39 -9.28 53.35 43.33 105.49 29.59 12.02 
Dividend Yield (%) 

 
0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Div payout on FCF 
 

0.0% 0.0% 0.0% 67.2% 0.0% 0.0% 0.0% 0.0% 

          Receivable days 23 34 28 23 47 47 47 47 47 
Inventory days 52 131 168 155 104 104 104 104 104 
payables days 81 193 170 124 115 114 113 112 111 
Current ratio 0.4 1.5 0.9 1.3 1.0 0.9 0.9 0.9 1.0 

          
          Enterprise Value Calculation FY 2013 FY 2014 FY 2015 FY 2016 Current 

    Market Cap. [in RMB] 
 

3,819 3,368 2,677 3077 
    + Minority Interest 

 
0 0 4 148 

    +Total Debt (ST & LT Debt) 
 

0 306 763 1,436 
    - Cash & Equivalents 

 
610 519 530 624 

    Enterprise Value 0 3,210 3,155 2,915 4,037 
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DCF model 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 

(in RMB million)                         

EBIT 152 103 212 238 385 480 555 647 722 802 887 978 

% growth -17% -32% 106% 12% 62% 25% 16% 17% 12% 11% 11% 10% 

                          

Taxes @ 23% 46% 14% 16% 16% 16% 17% 17% 17% 17% 17% 17% 

                          

EBIAT 116 55 182 200 323 401 462 537 599 665 735 810 

% growth -24% -53% 230% 10% 61% 24% 15% 16% 12% 11% 11% 10% 

                          

+ D&A 106 178 212 254 321 373 424 475 519 565 613 662 

- Capital expenditures -703 -682 -558 -474 -535 -630 -663 -600 -630 -659 -686 -711 

- Change in net WC 25 -110 28 111 57 -38 -29 -29 14 14 15 15 

Free Cash Flow to Firm -455 -558 -136 91 165 106 194 382 501 586 677 776 

FCY y/y growth 110% 23% -76% -167% 81% -36% 83% 97% 31% 17% 16% 15% 
 

 

Value per Share                     

      Cost of capital       WACC     9.9% 

Terminal Growth 7.9% 8.9% 9.9% 10.9% 11.9%   PV of Free Cash Flow   2,007 

2.5%                                   5.32              4.23               3.45              2.87              2.41    PV of Terminal Value   4,964 

2.8%                                   5.60              4.42               3.58              2.96              2.48    Add: Net Cash   -812 

3.0%                                   5.81              4.55               3.67              3.02              2.53    Less: Minority Interest     -148 

3.3%                                   6.15              4.77               3.82              3.13              2.60    Total Equity Value   6,011 

3.5%                                   6.41              4.93               3.93              3.20              2.66    Shares outstanding   2,046  

              DCF value     3.67  

              All values in RMB except DCF value which is in HKD 
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not accept any liability arising from the use of information in this report.   
 
This document is provided for information purposes only, and is not a solicitation or 
inducement to buy, sell, subscribe, or underwrite securities or units. Evaluate does not make 
individually tailored investment recommendations. Any valuation given in a research note is 
the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely 
share price. The securities, issuances or investment strategies discussed in this report may 
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