Wisdom (1661 HK)

M Revised down FY14-16 earnings by 16%-41% as we turn more
conservative towards Wisdom’s exploration period

B Outlook remains promising with attractive valuation (16x 2015E PE)

B Cut SOTP-based TP to HK$6.2 (from HK$7.00), maintain BUY

Critical stage in building the foundation for future growth
We believe the next 2-3 years is the best time window for Wisdom to
build sports events portfolio and explore new business model. We believe
Wisdom is facing 4 main challenges: 1) uncertainties in TV program
business during the transition period; 2) develop more valuable sport
events to cover more sport population; 3) explore B2C business model to
monetize offline traffic; 4) build larger online user base. Wisdom has
recently announced new B2C solution “Let's Go Carnival’. Based on
offine sport event venue, Let's Go Carnival provides various
entertainment activities including food, games and shows. This model
can maximise monetization potential of sport event people traffic. It can
also be easily copied to different sport event.

Earnings cut due to low ST revenue visibility

We cut 2014 earnings by 16% due to 1) lowered TV program revenue.
Because one program was cancelled due to anti-corruption campaign in
CCTV;2) lowered sport revenue since 2 self-operated marathons were
replaced by 2 Season Runs that generate less revenue. We also revised
down 2015-2016 earnings by 31% and 41% to reflect our conservative
view on financials due to low visibility during Wisdom’s exploration period.
Our 2014-2016E earnings are 8%, 22% and 28% below consensus.

LT outlook still promising, valuation attractive

We cut SOTP-based TP to HK$6.2, implying 28x 2014E PE and 25x
2015E PE, driven by our revised gross profit contribution from sport
business. However we maintain BUY rating backed by 1) Wisdom has
substantial high quality sport resources; 2) huge potential of China’s sport
industry; 3) visionary development strategy; 4) conservative 2015
earnings estimation; 5) relatively low valuation ( trading at historical
average).

Financials
Revenue 557 694 844 1,044 1,316
Growth (%) 18% 25% 22% 24% 26%
Net profit 132 232 275 315 363
Growth (%) 54% 75% 19% 15% 15%
EPS (RMB) 0.08 0.14 0.17 0.20 0.23
DPS (RMB) 2.00 3.00 4.00 5.00 6.00
PIE (X) 41 22.2 18.5 16.1 14.0
P/B (x) 19 5.0 4.3 3.7 3.2
47% 22% 22% 22% 22%

ROE (%)
Source: Company data, CMS (HK) estimates
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EPS/TP downgraded
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12-month Target Price
(Potential upside)

HK$6.20 (+55%)
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1661 HK (4.3) (9.1) (26.5)
HSI (1.5) 0.7 13.4
Hang Seng Index 24469
HSCEI 12122
52-week range (HK$) 3.49-6.52
Market cap (HK$ mn) 6436
Avg. daily volume (mn) 523.34
BVPS (HK$) 0.93
QUEEN MEDIA 37.51%
LUCKY GO CO LTD 10.98%
AVANCE HOLDINGS 6.96%
TOPCAR CO LTD 6.84%
No. of shares outstanding (mn) 1609
Free float 48.7%
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2014E  2015E  2016E | 2014E  2015E 2016E | 2014E  2015E  2016E
BN 993 1382 1811 844 1044 1316 -15% -24% -27%
HAIR R 673 763 864 620 641 672 -8% -16% -22%
R i 321 619 947 224 403 645 -30% -35% -32%
N PN -486 -646 -826 -425 -539 721 -12% -17% -13%
ER 507 736 985 418 505 596 -18% -31% -40%
A E BT A -40 -69 91 -30 -52 -66 -26% -24% -27%
— AT R A -50 -76 -100 -42 -57 -72 -15% -24% -27%
BN & 0 0 0 0 0 0 0% 0% 0%
X I 418 591 796 347 396 458 -17% -33% -42%
R LN 20 25 27 20 25 27 0% 0% 0%
M %-F % -1 -1 -1 0 -1 -1 -15% -24% -27%
AL AT B A 437 615 822 366 420 484 -16% -32% -41%
% il -109 -154 -205 -92 -105 -121 -16% -32% -41%
w5 B A 328 462 616 275 315 363 -16% -32% -41%
A B A 328 462 616 275 315 363 -16% -32% -41%
FN 8 AR 328 462 616 275 315 363 -16% -32% -41%
K 2NN, BEEE (FB) TN
HAVT A 2014-2016 FHANBERAANTERAH 1) 2014 $H—45 8 BRALE Hrak bzt xEd 2)
2015-2016 < BN T L K.
HAVTF A 2014-2016 A B R ARBKANEZZHAH 1) 2014 F 4% AT HERTH 2 TAF L AT MY E0,
SHMAABLTE; 2) 2015 FREFLAANZZAT 5 B ATLELR, 10 H#H LR, 10 Wi, 8%
KA 3) 2016 FHRAEKANZZEAT 7HaT LR, 10 H#ELER, 10 HWEWR, 8 HLAURT AL
KB J AN I I,
HAMTF A 2014-2016 SFEAF 2 HH 1) 2014 FARFEAN S EZATHAM FE; 2) 2015-2016 4R F L4
FENIHE I,
FAA L3RI A, KA 2015-2016 4 £ AN TN AR AR T, 4%511%%?&%&)\%%&40 A 1)
EMNEABHEELAEEFOHTREFATM (e 2015 FH/HT KBRS BEFEF); 2) HKAVEH FAEAT
B2C Wb 4ty # M N . A Ml il v E R | 564 & H L AR Let's Go & F 448 X 49 Ma #A484% B2C 2k 4%
A2 2015 FH2 T 45 TR
K2: BHIEAAL vs. 775
2014E 2015E 2016E 2014E 2015E 2016E  2014E 2015E  2016E
EON 844 1,044 1,316 895 1,239 1,629 -6% -16% -19%
R 418 505 596 453 652 874 -8% -23% -32%
%A 347 396 458 404 558 729 -14% -29% -37%
4 F1)0H 275 315 363 303 434 581 -9% -27% -38%
EPS (A& ) 0.17 0.20 0.23 0.19 0.27 0.36 -9% -27% -37%
24F (%) 50% 48% 45% 51% 53% 54% -2% -8% -16%
w3 ) & 41% 38% 35% 45% 45% 45% -9% -16% -22%
FAE (%) 33% 30% 28% 34% 35% 36% -4% -14% -23%

& J%: Bloomberg, #ZEZEX (&) FH
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KAVR AT PIE 93 A0 809 k3t £ 6. BHRERRKRMNBEFE 2 ML SRR TE 16 KREEE,
BA, PH. #EAKRMN LTHR LA, HAdHE=AFIiTLeyFH PIE, REHEBEE=ZI LWL
R TR T e S H R E R B OB . XA BE T AT AL b 5470 - FHREG LS RIBFEL
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K3 52 fE{E (2014E)

2014E £.4) 2014E 472-F34 P/E(X) 2014E £-3F P/E(X)
PR R 266 64% 25.7 16.3
RE 4 R 152 36% 33.6 12.2
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2015E 4 2015E #73k-F3 P/E(x) 2015E %3 P/E(X)
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K6: [FkfE{E

i)
£ 1%
INTERPUBLIC GROUP OF IPG 9,043 1.2 1.3 19.0 16.7
OMNICOM GROUP OoMC 19,276 4.4 4.8 17.6 16.2
B AR
WPP PLC WPP 30,852 0.9 1.0 16.9 15.4
PUBLICIS GROUPE PUB 17,507 4.2 4.6 17.6 16.0
A &
BLUE FOCUS 300058 4,684 1.0 1.3 30.0 23.7
GUANGDONG ADV 002400 3,018 0.7 1.0 44.1 30.9
HAL
SinoMedia 623 HK 267 0.6 0.6 5.0 4.8
B A%
DENTSU INC 4324 12,949 152.4 180.6 35.6 30.1
W B H4E
£ %
ENTRAVISION EVC 590 0.3 0.4 26.3 17.8
NEXSTAR BROADCASTING  NXST 1,797 2.6 4.1 22.2 14.2
SINCLAIR BROADCAST SBGI 2,773 1.7 2.8 17.3 10.3
DISCOVERY DISCA 20,922 1.8 2.2 17.1 14.5
A&
BEIJING ENLIGHT MEDIA 300251 6,083 0.4 0.6 76.4 58.4
B
PHOENIX SATELLITE 2008 1,527 0.1 0.1 21.5 16.9
28
NIPPON TELEVISION 9404 4,620 111.9 133.3 18.9 15.9
3 25.7 20.1
HE
MADISON SQUARE MSG 6,109 2.4 25 33.6 31.4
F35 33.6 31.4

#E: Bloomberg, #B#iEA (F4&)
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W4T &
RAEFE 331 1,166 1,269 1,463 1,699 J&A 557 694 844 1044 1316
N4 99 820 1,023 1,202 1,399 &k Ak A -340 -351 -425 -539 -721
F AT B FAE R A 5 3 10 12 13 %4 217 343 418 505 596
R B stk 127 171 84 84 105 #EATHAA -19 -25 -30 -52 -66
H Ak ARk 57 75 51 55 60 —ARITHURA -22 -37 -42 -57 72
AT 2 fe AR K 43 97 100 110 121 HAiwlki 0 27 0 0 1
FEENE R E 0.1 0 0 0 1 28404 176 308 347 396 458
JERBE 39 39 67 89 111 mMEMlA 2 9 20 25 27
S s 36 36 56 76 96 WHF X 0 -5 0 -1 -1
R F 3 2 10 13 14 #ATB A 178 311 366 420 484
3R B R 1 1 1 1 1 BEFE -46 -80 -92 -105 -121
# =& 371 1,205 1,335 1,552 1,810 #./5 & 4| 132 232 275 315 363
AEh Ak 91 135 90 112 145 CiiFk 0 0 0 0 0
R B g Ak 31 26 34 43 58 4% Z A 132 232 275 315 363
A4 5 Ak 13 14 21 27 36V HBEERE 0 0 0 0 0
b 9553 12 13 17 21 26 AN AE 132 231 275 315 363
FEEN SR 7 0 0 0 1 EPS (%) 0.08 0.14 0.17 0.20 0.23
J2 AR 28 82 18 21 24
B th At 91 135 90 112 145
BEA 0.063 2.479 0.063 0.063 0.063
& 106 117 766 772 779
§hHAAE 174 314 479 668 886 Fmk#
JEFRE A 0 0 0 0 0 BLKA 18%  25% 22% 24% 26%
R AR BAR S A 371 1,205 1,335 1,552 1,810 &A1 54%  75% 13% 14% 16%
&A1 54%  75% 19% 15% 15%
FARA
ENTES 39%  49% 50% 48% 45%
A& 24%  33% 33% 30% 28%
ROE 47%  22% 22% 22% 22%
B D
FEAE 24%  11% 7% 7% 8%
BB EHALR 18 167 323 315 355 ##ikE 3.6 8.6 14.0 13.1 11.7
AT BA 178 311 366 420 484 ##hk% 3.6 8.6 14.0 13.1 11.7
I8 4 4 6 11 16 22 FiEfH
% % B 2 -9 20 -25 27 REAH%E 1.5 0.6 0.6 0.7 0.7
FAFANH 0 0 0 0 0 Bilkikk)E 4% 7 5 7 12 14
TEFLEH 2131 -62 57 6 -6 FATIKHAHE 6 12 14 14 14
te 31 -80 -91 -103 -118 k&
BEFEHAER -4 3 -10 -10 -13 PE 40.6 222 18.5 16.1 14.0
FARIH 3 -6 -30 -35 -40 PB 19.2 5.0 4.3 3.7 3.2
HEAF -1 9 20 25 27 EVIEBITDA 18%  25% 22% 24% 26%
ERFHALR 51 551 -110 -126 -145 F#HEE: sNJRE. BEHEE (F8) TN
i 49 -149 -110 -126 -145
IEF AR TR -2 0 0 0 0
IPO &% 0 700 0 0 0
A -4 0 0 0 0
% KR 37 720 203 179 197
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