B 3= B %= = FR

GUOTAI JUNAN INTERNATIONAL

Company Report: China Unicom (00762 HK) Hr SR Ricky Lai ZHIE g2
AR hEBGE (00762 HK) Chinese version +852 2500 2603 |k
ricky.lai@gtjas.com.hk i@
27 April 2015 E[
5
: : . 111 ” @
EBITDA Margin Improves with Stringent Cost Control, “Buy 8
EBITDARE ZFTF R A& B A ), “ KN é
Rating: Buy
Maintained
° 1Q15 results were better than expectations, thanks to the Company’s LS EA ()
stringent cost control measures. EBITDA margin improved by 4.5ppt yoy to
42.1%in 1Q15. 6-18m TP Hixi: HK$17.00
° FY15-17 3G/4G subscriber net additions are expected to be 10.0 Hi$14.10
million/13.5 million/16.0 million, respectively, due to better 4G networks Share price [l ff: HK$14.800

coverage improvement and the availability of low end 4G smartphones.

L] FY15-17 net profit margin is expected to be 4.8%/5.5%/6.0%,

) ; . Stock performance
respectively, driven by economies of scale and cost control measures.

JBEAR 2B
° Maintain the investment rating of “Buy” and raise the TP from HK$14.10
to HK$17.00. Due to the revision of operating costs estimations, FY15-17 40.0 ~+ %of retun
EPS is revised up by 6.1%/13.6%/19.8%, respectively. The new TP 35.0
represents 23.3x FY15 PER, 19.9x FY16 PER, 17.6x FY17 PER and 1.3x 30.0
FY15 PBR. We maintain the Company’s investment rating of “Buy” due to the %0
formation of Tower Company and benefit from the launch of Shanghai Hong jzg
Kong Stock Connect Scheme. 10:0
o ISR 1FRELSRIT T, /& A W A5 1 it . 15 W 4R 5 1 225 EBITDA 50
RIS HAEILT 4.5 A E 400 % 42.1%, (g;
L] W 15-17 WH4F 3G/AG FI P #$4HI0 10.0 §/5/13.5 BA/16.0 B/, 2l THIFH (1°‘°/lpr_1 . a1 oct1a Janis Apr15
4G W47 i AU 4G BT RE AL HERT - <
HSI Index ~— ChinaUnicom T
° T 15-17 WHEERARIZR A 4.8%/5.5%/6.0%, 2 T HUAE 80N B 4711 j AR 42 o1 485 it §
o
L] BRR AT RBBAESEN “FEN” RERA 14.10 %50 EEE 17.00 #70. T HEEZRA 9
Mk, A1 _ER 15-17 WHEEEIREM Tl 6.1%/13.6%/19.8%. H7 H Arfit 2 Cgifjg% in Share Price 1 “)/'q 5 i')wq 1; %
T 23.3 1 15 AR 19.9 £ 16 4T/ . 17.6 5 17 4 HRAE L 1.3 % 15 4115, i H ’ ! H
BT BRIE A F B LA 2 TPl v R R, AV A R R PE RO CENT . ?é’f};ﬁ’ﬁ] % 24.6 20.3 395 L
Rel. % to HS index S
HIxHAE A % 106 83 162 é
Avg. share price(HK$)
T 13.0 12.5 121 ﬁ
Source: Bloomberg, Guotai Junan International. _g
@)
Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
R LLON Ji 2 4 BRI EF BRI AR E) WEE R [iREES MRS REE R
12/31 (RMB m) (RMB m) (RMB) (A\%) (x) (RMB) (x) (RMB) (%) (%)
2013A 295,039 10,409 0.440 46.1 26.3 9.253 1.2 0.129 11 4.9
2014A 284,681 12,055 0.505 14.9 234 9.540 1.2 0.161 1.4 5.4
2015F 290,451 13,845 0.577 14.2 20.3 10.032 1.2 0.181 15 5.9
2016F 296,197 16,289 0.675 17.0 17.3 11.055 11 0.212 1.8 6.4
2017F 307,875 18,496 0.762 12.9 15.3 12.229 1.0 0.239 2.0 6.6
Shares in issue (m) AL (M) 23,947.0 Major shareholder Kf7R China Unicom Group 75.6%
Market cap. (HK$ m) #ifé (HK$ m) 354,415.6 Free float (%) H LR (%) 23.5
3 month average vol. 3 /> A 3SR %L (‘000) 39,258.6 FY15 Net gearing (%) FY15 )5 71 {f/HLE ¥4 (%) 51.5
52 Weeks high/low (HK$) 52 &= /& 14.500 /10.000 FY15 Est. NAV (HK$) FY15 S fliE (35T) 17.8

Source: the Company, Guotai Junan International.
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ISHESE IR EF T I, BRFRSGE, R T AR &K RA RS . 1SWERIFE, ARG TRATHYI3.6%,
TV QN SR B

#£-1: PEBSE 15 M4E 1 EERBE

ARM (AXH) 1Q15 1Q14 [7] bt PR
2TIN % Y ON 36,619 40,675  (10.0%)  #3h ARPU A JH P 88K () R kT S 80
RN 23,163 22917 1.1%

FoAth R 55U 469 205 128.8%

HLAE = i 14,052 12,674 10.9%

FSULON 74,303 76,471 2.8%

VR i) 425 2 A (3,185)  (3717)  (14.3%)  FFZ TS WA EH b
EEDE e (19,361)  (18,216) 6.3%

B NE= ey SR IIZN (9,701) (8,991) 7.9%

7 TARF) (8,825) (8,261) 6.8%

B T R (14,360)  (14,538)  (1.2%)

otz o (12,885)  (16,963)  (24.0%)

W 5% AR 70 77 (9.1%)

FEIN (181) 0 NA.

HAWN - HEi 140 161 (13.0%)

1§ 3,164 3,302 (4.2%)

EBITDA 25346 23,999 5.6%

AR (AR ) 0.13 0.14 (7.1%)

EBITDA % (%) 42.1 376 45ppt S ER TR AR I
HFIZ (%) 426 432 (0.6ppt)

BN LA

Fitt15-17 W 4E3G/AGH /- ¥ %04 H1281,00075 /4/1,3507 F*/1,60075 1« B2t N AN TI3664247C, [FEL T F£10.0%, JA4:
THENARPUFI A F K M F% . 15 5E1ZRAE, 3G/AGH PS40k 23077, [RILL T#24.3%. HARISMEE1ZFRE3G/AG
R EOR TS, BATHUIARFEAF AP A, BOYA R IEERRY 5K3G/4GH Y, 15 4E BT AT 3L K 40.2% %
AR 10001270, 3G/AGH:, Tl 4356,000H T 1500 442 )i $921,000. FRATTHALE 154 R - 4E B G 4G 4478 75 H i
e, AFRMAFEKER. BARPUN AR 4L, R N#L13.9%, FETH. RAI4ERR15-17E3GIAGH F 185Uy
711791,000/7/1,350/7/1,600 /5. 151, 2GH ik N6604, [ EEES66.7%. THi15-17442GH F i & Tl
143 7% %1,2007/7/1,350 /5/1,600 5 -

150312, EBITDARRKBASNES K. 15 FEH1FHEEBITDARK H42.1%, FLLIEINASNE S H, Z2HTARM™
W IR B A T ) i . 154 55 125 1 I 1) 45 5 2 TR B A R 324278, RIEL R F814.3%, BRI P /A FH 8 35 IR 45 LA B A AT THY
T b 3 8 BB AR DGR S5 o TRAT 370 T PR 15-17 4 42 1 R 1) 45 5. 9% 9. 79%/19.5%/26.8% . H 5 HILIE 77 W I A IX BN IR T 144
.76, FHTFEEL2%. BHTFHAMERRED, ATHHH & BE SRR A — 2 T A1 5 FIRLS-17WF 1 8
Er MR A 1.4%/1.0%/1.0%. 5233 T A 5] R I BRA P fil F5 e, 15-17 00 4F (14 R R TRT 20 7 B0 0.6 H 43 B0 74N E 43 s
10.5NH 4 15 5 4.8%/5.5%16.0% .
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E-1: EEBEAE 3G/4G AP B R ALK

E-2: hEBSER 3G/4G A P T AE gk
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B TUBAT:

PRI 257 BEA 2 .

S5 B 15-17 ESEF) 6.19%/13.6%/19.8%. F=TF 278 AT ST, 435 L8 15-17 M 4E40F] 6.1%/13.6%/19.8%.

R-2: MEHAET

IH i )
ARM (A7) 2015F 2016F 2017F 2015F 2016F 2017F 2015F 2016F 2017F
ISEZFAON 290,451 296,197 307,875 290451 296,197 307,875 0.0% 0.0% 0.0%
- B 160,385 167,539 179,318 160,385 167,539 179,318 0.0% 0.0% 0.0%
- M 88,231 89,210 90,185 88,231 89,210 90,185 0.0% 0.0% 0.0%
SN ON 1,341 1,380 1,443 1,341 1,380 1,443 0.0% 0.0% 0.0%
- HE A 40,494 38,068 36,929 40,494 38,068 36,929 0.0% 0.0% 0.0%
el 13,043 14,343 15,437 13,845 16,289 18,496 6.1% 13.6% 19.8%
TREA (NRT) 0.544 0.594 0.636 0.577 0.675 0.762 6.1% 13.6% 19.8%
e S/ P g
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fiA:

B AT BBPIONEN" K B 14.10 ¥7o BAR 17.00 #on. B TEEE A A LA B Fir @RI s, &

MR 2 FI SR PR N RN 156 ME=F (52

PR OLERIE AT, HL

2

e

B DA A MR . Ed A s

B, PEBOETTE TR E D AT I, P EBOE 2B TR LS o — HIE S, ATy
KRB FRA . H HARM ST 23.3 /% 156 MEM R ER. 19.9 {4 16 WMHEMHR. 17.6 1% 17 MEM B R K 1.3 f% 15 W4EH
.
-3 FELIE:

TR TR ROE(%) DIY(%) EVIEBITDA ROA(%)
AT BRERG KT et 15F 16F 17F 15F  16F 17F 15F 15F 15F 15F
HHBLHAF
o E B 762HK  HKD 14.800 20.3 174 16.0 12 11 13 6.5 1.8 4.1 27
hE® 9%41HK  HKD 115.100 16.7 15.9 14.6 20 19 22 12.7 26 6.2 8.1
[ HAE-H 728HK  HKD 5,980 19.5 16.8 14.8 13 12 14 6.6 1.8 4.7 37
IR R 8 HK HKD 5,080 15.1 132 1.9 32 30 23 224 48 56 43
v L AL 6823 HK  HKD 10.300 19.5 18.0 16.8 20 241 2.0 10.3 5.3 8.9 47
KR 3 e T 315HK  HKD 13.840 18.4 17.2 16.0 40 37 35 238 35 52 8.7
AT R 215HK  HKD 3.420 175 15.9 14.3 14 14 1.4 8.2 4.2 7.2 45
TR B 1y 18.2 16.3 14.9 22 20 2.0 12.9 34 6.0 5.2
] 17.6 16.2 148 18 17 2.0 1.3 25 58 6.8
RHEHLWAA
AT Inc TUS usb 34.010 135 13.1 127 20 19 1.8 14.4 55 6.4 52
Verizon Communications Inc VZ US usb 50.030 13.2 126 126 152 98 77 134.6 44 6.8 8.0
Centurylink Inc CTLUS  USD 36.410 14.3 14.7 15.2 13 13 15 8.2 5.9 59 3.2
fe] B2y 13.7 135 135 62 43 37 524 5.3 6.4 55
IS 13.4 13.0 12.8 87 59 4.8 75.2 5.0 6.6 6.5
HZA& LHA#
Nippon Telegraph & Telephone 9432 JP JPY 8,389.000 173 15.0 13.3 1.0 1.0 0.9 6.2 2.2 5.0 2.7
Kddi Corp 9433JP  JPY 2,913.500 16.8 14.8 13.8 24 22 2.0 15.3 1.9 6.9 8.7
Ntt Docomo Inc 9437JP  JPY 2,277.000 213 19.1 17.1 17 16 15 78 28 6.8 57
Softbank Corp 9984 JP  JPY 7,747.000 13.6 17.0 132 35 29 24 28.2 05 8.4 4.1
fe] B2y 17.2 16.5 14.4 22 19 1.7 14.4 1.9 6.8 5.3
IS 17.3 16.5 14.4 2119 1.7 14.3 1.9 6.7 5.1
WK AT
Vodafone Group Plc VODLN  GBp 232.250 39.7 40.3 354 09 11 96.2 32 49 72 25
Deutsche Telekom Ag-Reg DTEGR  EUR 16.977 24.9 210 18.2 28 27 25 1.3 32 6.7 37
Swisscom Ag-Reg SCMNVX  CHF 554.500 174 17.1 16.6 46 43 40 28.0 40 84 74
Telenor Asa TELNO  NOK 173.800 18.3 15.9 146 37 36 34 20.7 46 76 78
Telecom ltalia Spa TITIM EUR 1.081 15.7 15.0 142 1110 09 76 0.7 57 23
fA] B 1y 23.2 219 19.8 26 25 214 14.2 35 7.1 47
I 2717 26.3 234 23 23 360 1.2 3.9 7.1 4.1
HARETH
Telstra Corp Ltd TLSAU  AUD 6.320 18.5 17.1 16.1 57 54 5.1 308 49 8.3 127
Singapore Telecom Ltd ST SP SGD 4.370 18.4 175 16.1 2.8 2.7 26 155 4.0 15.0 95
{51y 18.4 173 16.1 42 40 3.8 232 4.4 11.6 1.1
A3 18.5 17.3 16.1 43 441 39 23.7 45 14 1.2
R P 1) 18.1 17.1 157 35 30 6.5 234 37 76 6.4
AR INBCF ) 18.9 17.9 16.3 39 32 97 271 35 75 6.7
HHAIE: Bloomberg.
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W BRI
RaAE BPERHER
Year end Dec, RMB m 2013A 2014A 2015F 2016F 2017F As at Dec, RMB m 2013A  2014A  2015F  2016F 2017F
Revenue from the Mobile business 151,133 155,095 160,385 167,539 179,318 PP&E 431,625 438,321 474,440 517,501 557,661
Revenue from the Fixed-line business 86,566 88,481 88,231 89,210 90,185 Lease prepayments 8,038 9,211 9,579 9,963 10,361
Unallocated service revenue 947 1,302 1,341 1,380 1,443 Goodwill 2,771 2,771 2,771 2,711 2,711
Sales of telecom products 56,393 39,803 40,494 38,068 36,929
Total revenue 295,039 284,681 290,451 296,197 307,875 Other non-current assets 34,527 38,195 40,431 42,670 44912
Non-current assets 476,961 488,498 527,221 572,905 615,705
Interconnection charges (20,208)  (14,599) (13,633) (13,068) (12,732)
Depreciation & amortization (68,196) (73,868) (74,684) (76,939)  (79,840) Inventories & consumables 5,536 4,378 5,013 4,869 4,892
Networks, operations & support
expenses (33,704)  (37,851) (38,948) (40,117)  (41,320) Account Receivables 14,842 14671 15517 16,555 17,798
Employee benefit expenses (31,783)  (34,652) (36,742) (37,321)  (39,100) Prepayments & other current assets 9,664 10,029 7,207 11,912 9,563
Costs of telecommunications products
sold (63,416)  (43,397) (41,541) (37,720) (35,483) cash & cash equivalents 21,506 25308 30,708 36,648 50,727
Other operating expenses (61,964) (61,411) (63,765) (66,145) (71,391) Other current assets 662 2,188 2,296 2,408 2,527
Total operating expenses (279,271) (265,778) (269,313) (271,309) (279,866) Current assets 52,210 56,574 60,742 72,392 85507
Total assets 529,171 545,072 587,963 645,297 701,213
Operating profit 15,768 18,903 21,138 24,888 28,009
Accounts payable & accrued
Finance costs (3,113)  (4,617)  (4538)  (5199)  (5555) liabilities 102,212 120,371 129,123 133,796 141,850
Interest income 173 283 254 308 367 Amounts due to related parties 5,810 5,164 5,568 6,013 6,503
Other income - net 887 1,362 1,444 1,530 1,622 Commercial papers 35,000 9979 19,818 23,549 14,476
Profit before income tax 13,715 15,931 18,297 21,526 24,443 Short-term bank loans 94,422 91,503 105,228 121,013 139,165
Income tax expenses (3,306) (3,876)  (4,452) (5,237) (5,947) Current portion of other obligations 2,672 2,698 3,050 3,437 3,862
Net profit 10,409 12,055 13,845 16,289 18,496 Advances from customers 49,841 46,892 51,724 55,182 59,888
EPS (RMB) 0.440 0.505 0.577 0.675 0.762 Others 5282 15313 4,794 4999 5273
Current liabilities 295239 291,920 319,305 347,989 371,017
AERER
Year end Dec, RMB m 2013A 2014A 2015F 2016F 2017F Long-term bank debt 2,481 2,420 2,580 2,742 2,920
Profit before income tax 13,715 15,931 18,297 21,526 24,443 Deferred revenue 1,269 1,497 1,527 1,558 1,619
Net interest expenses (income) 2,790 3,830 4,285 4,892 5,188 CB 11,002 0 0 0 0
Depreciation & amortization 68,196 73,868 74,684 76,939 79,840 Others 281 21,694 23,854 26,227 28,836
Other non-cash items (5,872) 5,696 15,611 (12,925) 11,448 Non-current liabilities 15,033 25611 27,961 30,526 33,375
Working capital change 7,781 (2,263)  (1,329) 14,282 1,356 Total liabilities 310,272 317,531 347,266 378,515 404,393
Interest received 173 283 254 308 367
Share capital & other statutory
Interest paid (5,082) (4,631)  (4,538)  (5,199) (5,555) capital reserve 177,611 179,101 177,643 177,643 177,644
Income tax paid (3,219)  (4,620) (4,452  (5237)  (5,947) Other reserves (19,529) (19,482) (19,482) (19,482) (19,482)
Net cash inflow from operating
activities 78,482 88,094 102,811 94,584 111,140 Retained profits 60,817 67,922 82,537 108,620 138,657
Shareholders' equity 218,899 227,541 240,698 266,781 296,819
CAPEX (72,758)  (69,586) (100,000) (85,000)  (80,000) BPS (RMB) 9.253 9.540  10.032  11.055 12.229
Others (4,352)  (5,733)  (1,691) (958) (435)
Net cash outflow from investing
activities (77,110)  (75,319) (101,691) (85,958)  (80,435)
R
Proceeds from bank & other loans 186,995 178,144 133,067 143,284 150,300 Year end Dec 2013A  2014A  2015F  2016F 2017F
Repayment of bank & other loans (183,350) (206,053) (123,853) (140,340) (160,338)
Dividend paid (2,686)  (3677) (4789 (55000  (6471)  Operating margin (%) 53 6.6 7.3 8.4 9.1
Others 967 22,613 (145) (130) (117) Net profit margin (%) 35 42 48 55 6.0
Net cash inflow from financing
activities 1,926 (8,973) 4281  (2,686) (16,626) ROA (%) 2.0 22 2.4 2.6 27
ROE (%) 49 5.4 59 6.4 6.6
Cash & cash equivalents, beginning of
year 18250 21,506 25,308 30,708 36,648 Net gearing (%) 56.7 49.8 515 538 417
Net change in cash & cash
equivalents 3,298 3,802 5,400 5,939 14,079
Effect of FX rate (42) 0 0 0 0
Cash & cash equivalents, end of year 21,506 25308 30,708 36,648 50,727
ERW: Al [HEE 2.
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PR IX [H): 6218 H
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SN AT AR R
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AR AT IEATH R
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1) R BRRE FRIBEAR IR TR RRIT ARSI .
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(3)  Brrb 4l ) A R A (00633). | iRk -H(00525). [EZRF % [H FR(01788) K i ifF 1 ¥ (02886) 41,  [F 23 ¢ ol L4 [ /A 7] I A
A AT FARE FIFE 0 R AT N T3 3 AR (B 1% LA 1 1A 45 88

(4) HEFEFERRILERNARAIED E124 A WEH 5 A0 RS It R AT NEERR TSR R,
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