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A Beneficiary of Growing Tourism Industry In China  

Market Cap: US$2,431m; Free Float: 19.9%; 3-months Average Daily Turnover:  US$1.1m 

The Company. Carnival Group International [996.HK] (Carnival), 

through backdoor listing, develops mixed-use commercial, residential 

and tourism complexes, luxury residences, park-side commercial 

areas, and serviced apartments.  

Rio Carnival (Qingdao) will commence operation by Q3 2015. Due 

to a slight delay in construction work, the first phase of Rio Carnival 

(Qingdao) will commence operation in May 2015 vs original schedule 

of Mar 2015. The whole project is expected to commence operations 

by Q3 2015. Management highlights that the delay should have limited 

impact on the group’s future operating performance. Management is 

negotiating with commercial banks regarding re-financing of existing 

bank loans. After the opening of the Rio Carnival (Qingdao), 

management believes effective interest costs will decline as the group 

shifts from project loans to commercial loans.  

The acquisition of 40% of the equity interest in E-Da World, which 

owns an integrated theme park, hotel and outlet shopping mall facility 

in Kaohsiung, is on track. Carnival’s management expects the 

acquisition to be completed in near term without major obstacles.  

Exploiting new business opportunity.  Carnival’s management says 

they are continually searching for new business opportunities that are 

complementary to Carnival’s existing business development. The 

group is looking for new business opportunities with limited initial 

capital outlay and steady cash inflow. The new business opportunities 

enables Carnival to capture growth potential brought about by the 

increasing affluence and formidable spending power of population in 

China and the rapidly growing tourism market in China. We expect the 

group to disclose more information on the new business opportunities 

later this year. We also believe that the market will react positively to 

new business development.  

Enlarging shareholder base. CTBC Life Insurance Co., Ltd., in 

Taiwan subscribed for 220m new shares at HK$1.13 per share on 18 

Nov 2014. Ping An Life Insurance now owns 4.68% stake in Carnival. 

Management considers Ping An Life Insurance as another important 

partner in the group’s expansion and development strategy, and 

believes that the group will be able to leverage on Ping An’s vast 

network and customer base, financial resources and investment 

expertise to support the group’s experiential consumption and lifestyle 

business model in China. Given its unique position, we cannot rule out 

the possibility of Carnival introducing other strategic partners or 

investors.  

A growing market. According to China National Bureau of Statistics, 
total number of domestic tourist visits reached over 3.61bn in 2014, 
growing at a compound annual growth rate (CAGR) of 13.7% from 
2009 to 2014. Total domestic tourism revenue grew at an even faster 
pace, reaching over RMB3.0trn in 2014, representing a CAGR of 
24.4% from 2009 to 2014. Carnival is well positioned to capitalise on 
the China’s burgeoning middle-class with increasing disposable 
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incomes and greater willingness to spend time and money on 
leisure activities. 

2014 results. The group’s 2014 net profit was about HK$43.0m 
vs a net loss of HK$1,485.9m in 2013. Carnival booked a gross 
profit of HK$249.4m and fair value gain on investment 
properties of HK$161.1m in 2014. The 2014 results is a non-
event as the market focus is mainly on the new development of 
the group. Carnival granted in total 40,000,000 share options to 
employees yesterday with an exercise price of HK$1.37.  

Unique exposure to fast growing tourism market in China. 

We maintain the view that Carnival is one of the few Hong Kong 

listed companies with exposure to China’s growing tourism 

market. Due to the lack of historical operating results and listed 

comparables, it will take time for the market to understand its 

business model. Rio Carnival (Qingdao) is expected to make a 

positive contribution in 2015 and report significant growth in 

2016 and 2017.  

Catalyst: Opening of Rio Carnival (Qingdao), completion of 

acquisitions, news flow on new business opportunities and 

introduction of strategic shareholder.  
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Key Financials

(in HK$ m)
2011 2012 2013 2014

Revenue (12.6)          (17.8)          545.3         1,412.9      

  Change (yoy %)

Gross Profit n.a. n.a. (1,050.8)     249.4         

  Gross Margin % n.a. n.a. (192.7)        17.6           

Net Profit (69.5)          (308.0)        (1,485.9)     43.0           

  Net Margin % n.a. n.a. n.a. n.a.

EPS (Basic) (0.06) (0.07) (0.32) 0.33

DPS n.a. n.a. n.a. n.a.

ROE (%) (2.9)            (9,3) (44.1)          1.1             

Dividend Yield (%) -             -             -             -             

PER (x) n.a. n.a. n.a. 438.8*

PBR (x) 1.82           1.89           5.07           4.11           

*: Based on 13,778.9m shares
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Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly 
or implied) is made as to their accuracy, correctness and/or completeness.  
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mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where 
necessary consult their own independent financial advisers prior to any investment decision. 

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this 
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings 
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).  

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
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and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.  

Disclosure of Interests 
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report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.  

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.  

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a 
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in 
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this 
report.  

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this 
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies). 

Analyst Certification  

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered 
in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or 
her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by the analyst in this report.  

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and 
Futures Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of 
this report; (2) will deal in or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as 
an officer of any of the Hong Kong-listed companies covered in this report; and (4) have any financial interests in the Hong Kong-listed companies cov-
ered in this report.  
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BUY share price will increase by >20% within 12 months in absolute terms : 

SELL share price will decrease by >20% within 12 months in absolute terms : 

HOLD no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL : 


