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YTD 1m 3m 12m
Abs 8.0% -2.2% 9.7% 6.4%
Rel 2.2% -3.3% 1.8% -13.5%

Hengan International Group Ltd (Reuters: 1044.HK, Bloomberg: 1044 HK)

HK$ in mn, year-end Dec FY12A FY13A FY14A FY15E FY16E
Revenue (HK$ mn) 18,524 21,186 23,831 27,336 30,319
Net Profit (HK$ mn) 3,519 3,721 3,916 4,777 5,419
EPS (HK$) 2.86 3.02 3.18 3.88 4.40
Recurring EPS (HK$) 2.86 3.02 3.18 3.88 4.40
DPS (HK$) 1.70 1.85 1.99 2.52 2.86
Revenue growth (%) 8.6% 14.4% 12.5% 14.7% 10.9%
Net Profit growth (%) 32.8% 5.8% 5.2% 22.0% 13.4%
Recurring profit growth 32.8% 5.8% 5.2% 22.0% 13.4%
EPS growth (%) 32.8% 5.5% 5.2% 22.0% 13.4%
ROE 26.6% 24.3% 22.9% 25.9% 26.8%
ROA 13.4% 10.7% 9.5% 11.0% 11.8%
P/E (x) 30.6 28.9 27.4 22.6 19.9
P/BV (x) 7.6 6.5 6.1 5.6 5.1
EV/EBITDA (x) 21.4 19.4 17.4 15.0 13.3
Dividend Yield 1.9% 2.1% 2.3% 2.9% 3.3%
Source: Company data, Bloomberg, J.P. Morgan estimates.

Company Data
Shares O/S (mn) 1,229
Market Cap (HK$ mn) 107,538
Market Cap ($ mn) 13,864
Price (HK$) 87.50
Date Of Price 24 Mar 15
Free Float(%) 59.5%
3M - Avg daily vol (mn) 1.90
3M - Avg daily val (HK$ mn) 163.99
3M - Avg daily val ($ mn) 21.1
MSCI-Cnx 7131.49
Exchange Rate 7.76
Price Target End Date 31-Dec-15
Price Target (HK$) 105.00

See page 10 for analyst certification and important disclosures, including non-US analyst disclosures.
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that 
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single 
factor in making their investment decision.
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For 2H14, Hengan reported 15% and 14% y/y growth in net profit and EBIT 
(excl other income), respectively, and 3% better than our estimate. 2H14 
growth was driven by solid sanitary napkin division (sales and EBIT up 23% 
and 27% y/y, respectively, in 2H14), while diapers and tissue sales growth 
slowed down in 2H14 though was still better than rest of the staples and 
reported LSD growth. Management is seeing good sales momentum YTD and 
raw material price moves are likely to continue to help margins. We lift our 
FY15 and FY16 earnings estimates by 2.8% and 3.1%, respectively. Hengan 
is among our top picks in Asia consumer space with our thesis being: i) decent 
top-line growth driven by solid sanitary napkin, ii) bottoming out tissue 
margins, iii) developing diaper business, and iv) low petrochem prices as an 
additional catalyst. Apart from diapers, the rest of our expectations are coming 
along and we expect diapers segment to improve as low-end diapers phase 
out. Reiterate OW with HK$105 PT.
 Sanitary napkin is the driver. For FY14, sanitary napkin saw 24% sales 

growth (c7% driven by ASP thanks to product mix upgrades). GPM margin 
expanded 220bps and EBIT was up 24% y/y. We are now modeling 17% 
growth in FY15 for sales and 24% for EBIT. Sanitary napkin accounted for 
60% of Hengan’s EBIT in FY14 and continues to be the major driver.

 Diaper was weak in 2H, dragged down by low end. Diaper sales growth 
was 5% for FY14 (3% for 2H14). Management noted that while mid- to
high-end diaper sales (estimated one-third of the business) were up c12% 
y/y, low-end diapers sales (estimated to be c20% of the business) were
down c15% y/y in 2014, dragging down overall performance. We expect 
diapers sales momentum to improve as low-end diapers phase out. 
Management continues to expand its footprint in maternity stores and online 
channels.

 Tissue margins bottomed out. While tissue overcapacity continues to be a 
challenge, Hengan takes the view not to increase promotions. The company 
is not rushing into capacity expansion and will evaluate demand before 
adding capacity. Hengan management is focused on margins and overall
returns of the business as they keep tissue capacity expansion inr check.
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Key catalysts for the stock price: Upside risks to our view: Downside risks to our view:

(1) Ongoing market share gains/ better execution on sanitary napkins 
division which is the key contributor accounting for ~50% of EBIT.
(2) Faster-than-expected roll-out of new diapers in mom and baby stores.
(3) Benign input costs.

(1) A faster-than-expected roll-out of new diaper 
products would be an upside risk. We currently 
assume diaper sales growth of c10% in FY15.
(2) Sanitary napkins growth outperforming our 
estimates.
(3) More-than-expected decline in Hengan's 
petrochem costs.

(1) Larger-than-expected increase in wood pulp 
prices. Wood pulp accounts for c56% of the 
COGs for tissue paper products. We are 
assuming +1% increase in pulp prices in 2015. 
(2) Decline in government grants which make up 
~10% of earnings.
(3) Sudden acceleration in promotions in tissue 
and sanitary napkin divisions.

Key financial metrics FY13A FY14A FY15E FY16E Valuation and price target basis

Revenues (LC)     21,186       23,831       27,336       30,319 We raise our Dec-15 PT to HK$105 from HK$100, based 
on 26x one-year forward P/E, which is 1-standard 
deviation below the historical mean given that growth rates 
are lower than historical levels. The increase in PT comes 
from an increase in our EPS estimates.

Revenue growth (%) 14.4% 12.5% 14.7% 10.9%
EBITDA (LC)       5,457        6,030        6,975        7,757 

EBITDA margin (%) 25.8% 25.3% 25.5% 25.6%
Tax rate (%) 24.8% 25.6% 24.6% 24.6%
Net profit (LC)       3,721        3,916        4,777        5,419 

EPS (LC)         3.02          3.18          3.88          4.40 

EPS growth (%) 5.5% 5.2% 22.0% 13.4% Hengan -  Trend in Forward P/E

DPS (LC)          1.85          1.99          2.52          2.86 
BVPS (LC) 13.43 14.36 15.68 17.22

Operating cash flow (LC mn)        3,865        5,362        4,831        5,488 
Free cash flow (LC mn)        2,344        3,557        3,622        4,261 

Interest cover (X) NM NM NM NM
Net margin (%) 17.6% 16.4% 17.5% 17.9%

Sales/assets (X) 0.6x 0.6x 0.6x 0.7x
Debt/equity (%) 114.8% 113.8% 103.8% 94.5%

Net debt/equity (%) -0.9% -4.1% -7.3% -12.3%
ROE (%) 24.3% 22.9% 25.9% 26.8%

Key model assumptions FY13E FY14A FY15E FY16E

Sales growth 14.4% 12.5% 14.7% 10.9%

Gross Margins 45.1% 46.1% 47.6% 47.9%
EBIT Margins 22.4% 22.1% 22.7% 23.0%

Source: Bloomberg, Company data and J.P. Morgan estimates. Source: Bloomberg, Company data and J.P. Morgan estimates. 

Sensitivity analysis EBITDA EPS JPMe vs. consensus, change in estimates

Sensitivity to FY15E FY16E FY15E FY16E EPS FY15E FY16E

5% increase in wood pulp cost -3.4% -3.5% -3.8% -3.7% JPMe old 3.77 4.27

5% increase in petrochemical cost -2.0% -2.1% -2.2% -2.3% JPMe new 3.88 4.40
1% increase in A&P cost % of sales -4.1% -4.2% -4.1% -4.3% % chg 2.9% 3.1%

Consensus 3.73 4.38

Source: Bloomberg, Company data and J.P. Morgan estimates. Source: Bloomberg, Company data and J.P. Morgan estimates. 

Comparative metrics

CMP Mkt Cap P/E EV/EBITDA P/BV YTD

LC $Mn FY15E FY16E FY15E FY16E FY15E FY16E Stock perf.

Hengan                 88       13,816 23.5x 20.0x 15.2x 12.9x 5.4x 4.8x 8.0%

Vinda                 13        1,609 18.9x 15.9x 12.5x 10.9x 2.2x 2.0x 9.5%

Hindustan Unilever                887       30,803 47.4x 40.6x 34.7x 29.2x 46.7x 40.2x 16.7%
Unilever Indonesia           38,900       22,971 48.3x 42.7x 34.4x 30.5x 58.5x 50.7x 20.4%

Unicharm             3,239       16,829 39.8x 34.3x 16.9x 15.0x 4.6x 4.2x 11.2%

Source: Bloomberg, Company data and J.P. Morgan estimates. 

18

22

26

30

Mar-13 Sep-13 Mar-14 Sep-14 Mar-15



3

Asia Pacific Equity Research
24 March 2015

Ebru Sener Kurumlu
(852) 2800-8521
ebru.sener@jpmorgan.com

Earnings Revisions

Table 1: Earnings revisions

Old New % Change
HKD in millions FY15E FY16E FY15E FY16E FY15E FY16E
Revenue          26,766          30,110          27,336          30,319 2.1% 0.7%
Revenue growth y/y 12.1% 12.5% 14.7% 10.9%
Gross profit          12,754          14,373          13,025          14,538 2.1% 1.1%
Gross margin 47.6% 47.7% 47.6% 47.9%
EBIT            5,981            6,772            6,202            6,964 3.7% 2.8%
EBIT margin 22.3% 22.5% 22.7% 23.0%
NPAT            4,646            5,256            4,777            5,419 2.8% 3.1%
NPAT growth y/y 24.1% 13.1% 22.0% 13.4%
Diluted EPS (HKD)              3.77              4.27 3.88 4.41 3.0% 3.3%

Source: J.P. Morgan estimates.

FY14 results recap

Table 2: Hengan 2H14 results vs JPM estimates

HKD mn 2H13 2H14A % chg y/y 2H14E Actual/Est
Sales revenue          10,772          11,733 9%          11,769 0%

Gross profit            4,848            5,554 15%            5,577 0%
Gross margin 45.0% 47.3% 47.4%

Other income               288               485 69%               264 84%
Total operating expenses          (2,738)          (3,141) 15%          (3,231) -3%

EBIT            2,398            2,898 21%            2,610 11%
EBIT margin 22.3% 24.7% 22.2%

Net interest               150             (379) -353%                 72 -627%

Pretax profit            2,549            2,993 17%            2,682 12%
Tax             (661)             (820) 24%             (689) 19%
Effective tax rate -25.9% -27.4% -25.7%

Minority interests               (25)               (33)               (24) 36%

Net profit            1,862            2,141 15%            1,969 9%
Net margin 17.3% 18.2% 16.7%

Source: J.P. Morgan estimates, Company data.
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Table 3: Hengan FY14 results vs JPM estimates

HKD mn FY13 FY14A % chg y/y FY14E Actual/Est
Sales revenue          21,186          23,831 12%          23,867 0%

Gross profit            9,559          10,988 15%          11,011 0%
Gross margin 45.1% 46.1% 46.1%

Other income               443               690 56%               469 47%
Total operating expenses          (5,248)          (6,402) 22%          (6,492) -1%

EBIT            4,754            5,276 11%            4,988 6%
EBIT margin 22.4% 22.1% 20.9%

Net interest               261                 67 -74%                 44 53%

Pretax profit            5,015            5,343 7%            5,031 6%
Tax          (1,245)          (1,369) 10%          (1,238) 11%
Effective tax rate -24.8% -25.6% -24.6%

Minority interests               (50)               (58)               (50) 18%

Net profit            3,721            3,916 5%            3,744 5%
Net margin 17.6% 16.4% 15.7%

Source: J.P. Morgan estimates, Company data.
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Table 4: Hengan 2H14 revenue, gross profit and EBIT breakdown

HKD mn 2H13 2H14A % chg y/y 2H14E Actual/Est
Revenue Breakdown
Sanitary napkins 3,113 3,842 23% 3,716 3%
Disposable diapers 1,506 1,549 3% 1,610 -4%
Tissue papers 5,139 5,220 2% 5,500 -5%
Food and snacks 673 588 -13% 786 -25%
Skin care and others 340 535 57% 155 244%
Total sales revenue 10,772 11,733 9% 11,769 0%

Gross profit breakdown
Sanitary napkins 2,098 2,689 28% 2,546 6%
Disposable diapers 685 718 5% 739 -3%
Tissue papers 1,712 1,874 9% 1,896 -1%
Food and snacks 282 238 -16% 293 -19%
Skin care and others 72 35 -52% 104 -66%
Total gross profit 4,848 5,554 15% 5,577 0%

Gross margin
Sanitary napkins 67.4% 70.0% 68.5%
Disposable diapers 45.5% 46.4% 45.9%
Tissue papers 33.3% 35.9% 34.5%
Food and snacks 41.9% 40.5% 37.2%
Skin care and others 21.1% 6.5% 66.7%
Total 45.0% 47.3% 47.4%

EBITt breakdown
Sanitary napkins 1,336 1,697 27% 1,562 9%
Disposable diapers 302 277 -8% 263 5%
Tissue papers 468 430 -8% 455 -6%
Food and snacks 60 69 15% 42 62%
Skin care and others -6 -12 85% 28 -141%
Others 240 437 83% 260 68%
Total EBIT 2,398 2,898 21% 2,610 11%

EBIT margin
Sanitary napkins 42.9% 44.2% 42.0%
Disposable diapers 20.0% 17.9% 16.3%
Tissue papers 9.1% 8.2% 8.3%
Food and snacks 8.9% 11.7% 5.4%
Skin care and others -1.8% -2.2% 18.2%
Total 22.3% 24.7% 22.2%

Source: J.P. Morgan estimates, Company data.
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Table 5: Hengan FY14 revenue, gross profit and EBIT breakdown

HKD mn FY13 FY14A % chg y/y FY14E Actual/Est
Revenue Breakdown
Sanitary napkins 5,973 7,428 24% 7,302 2%
Disposable diapers 2,938 3,095 5% 3,156 -2%
Tissue papers 10,204 10,857 6% 11,138 -3%
Food and snacks 1,605 1,535 -4% 1,733 -11%
Skin care and others 467 916 96% 537 71%
Total sales revenue 21,186 23,831 12% 23,867 0%

Gross profit breakdown
Sanitary napkins 3,960 5,088 28% 4,945 3%
Disposable diapers 1,307 1,402 7% 1,422 -1%
Tissue papers 3,480 3,746 8% 3,768 -1%
Food and snacks 679 651 -4% 705 -8%
Skin care and others 134 102 -24% 170 -40%
Total gross profit 9,559 10,988 15% 11,011 0%

Gross margin
Sanitary napkins 66.3% 68.5% 67.7%
Disposable diapers 44.5% 45.3% 45.1%
Tissue papers 34.1% 34.5% 33.8%
Food and snacks 42.3% 42.4% 40.7%
Skin care and others 28.6% 11.1% 31.7%
Total 45.1% 46.1% 46.1%

EBITt breakdown
Sanitary napkins 2,535 3,133 24% 2,998 5%
Disposable diapers 606 541 -11% 526 3%
Tissue papers 1,142 893 -22% 918 -3%
Food and snacks 117 115 -1% 89 30%
Skin care and others 4 1 -80% 41 -98%
Others 351 594 69% 417 43%
Total EBIT 4,754 5,276 11% 4,988 6%

EBIT margin
Sanitary napkins 42.4% 42.2% 41.1%
Disposable diapers 20.6% 17.5% 16.7%
Tissue papers 11.2% 8.2% 8.2%
Food and snacks 7.3% 7.5% 5.1%
Skin care and others 0.9% 0.1% 7.6%
Total 22.4% 22.1% 20.9%

Source: J.P. Morgan estimates, Company data.
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Investment Thesis, Valuation and Risks

Hengan International Group Ltd (Overweight; Price Target: 
HK$105.00)

Investment Thesis 

We lift up our FY15 and FY16 earnings estimates by 2.8% and 3.1%, 
respectively. Hengan is among our top picks in Asia consumer space with our 
thesis being: i) decent top-line growth driven by solid sanitary napkin; ii) 
bottoming out tissue margins; iii) developing diaper business; and iv) low 
petrochem prices additional catalyst. Apart from diapers, the rest of our 
expectations are coming along and we expect the diapers segment to improve as 
low-end diapers phase out. Reiterate OW with HK$105 PT.

Valuation

Our Dec-15 PT is raised to HK$105 from HK$100, based on 26x one-year forward 
P/E, which is 1-standard deviation below the historical mean given that growth rates 
are lower than historical levels. The PT change is due to earnings estimates change.

Risks to Rating and Price Target

Downside risks to our rating and price target include: 1) a larger-than-expected 
increase in wood pulp prices –wood pulp accounts for c56% of COGS for tissue
paper products; we assume a 2% decrease in pulp prices in 2014; and 2) a decline in 
government grants, which make up ~10% of earnings. 
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Hengan International Group Ltd: Summary of Financials
Income Statement Cash flow statement
HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E
Revenues 21,186 23,831 27,336 30,319 33,691 PBT 5,015 5,343 6,413 7,265 8,354

% change Y/Y 14.4% 12.5% 14.7% 10.9% 11.1% Depr. & amortization 702 755 773 793 810
Gross Profit 9,559 10,988 13,025 14,538 16,632 Change in working capital (380) 700 (566) (482) (545)
% change Y/Y 15.0% 14.9% 18.5% 11.6% 14.4% Tax & Other (1,472) (1,436) (1,788) (2,088) (2,303)
Gross margin 45.1% 46.1% 47.6% 47.9% 49.4% Cash flow from operations 3,865 5,362 4,831 5,488 6,316
Other operating income 443 690 558 612 672
EBITDA 5,457 6,030 6,975 7,757 8,916 Capex (1,337) (1,755) (1,050) (1,000) (1,000)

% change Y/Y 8.5% 10.5% 15.7% 11.2% 14.9% Sale of assets 13 0 0 0 0
EBITDA Margin 25.8% 25.3% 25.5% 25.6% 26.5% Acquisition of subsidiaries/intangibles 0 0 0 0 0
EBIT 4,754 5,276 6,202 6,964 8,107 Other (3,893) (60) 587 677 623

% change Y/Y 5.6% 11.0% 17.6% 12.3% 16.4% Cash flow from investing (5,218) (1,815) (463) (323) (377)
EBIT Margin 22.4% 22.1% 22.7% 23.0% 24.1%
Net Interest 261 67 211 301 247 Equity raised/(repaid) 0 0 0 0 0
Share of JVs - - - - - Debt raised/(repaid) 8,332 1,135 0 0 0
Other non operating income - - - - - Dividends paid (2,220) (2,451) (3,105) (3,523) (4,056)
Earnings before tax 5,015 5,343 6,413 7,265 8,354 Other (213) (640) (411) (411) (411)
% change Y/Y 10.5% 6.5% 20.0% 13.3% 15.0% Cash flow from financing 5,899 (1,955) (3,516) (3,934) (4,467)
Tax (1,245) (1,369) (1,578) (1,787) (2,055)

as % of EBT 24.8% 25.6% 24.6% 24.6% 24.6% FX gain/(loss) 67 0 0 0 1
Minorities (50) (58) (58) (58) (58) Net change in cash 4,613 1,592 853 1,231 1,473
Net income (reported) 3,721 3,916 4,777 5,419 6,241 Ending cash 19,564 21,297 22,008 23,239 24,712
% change Y/Y 5.8% 5.2% 22.0% 13.4% 15.2% DPS 1.85 1.99 2.52 2.86 3.30
Recurring Net Income 3,721 3,916 4,777 5,419 6,241
% change Y/Y 5.8% 5.2% 22.0% 13.4% 15.2%
EPS (reported) 3.02 3.18 3.88 4.40 5.07

% change Y/Y 5.5% 5.2% 22.0% 13.4% 15.2%
Recurring EPS 3.02 3.18 3.88 4.40 5.07
% change Y/Y 5.5% 5.2% 22.0% 13.4% 15.2%

Balance sheet Ratio Analysis
HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E

Cash and cash equivalents 19,564 21,297 22,008 23,239 24,712 Gross margin 45.1% 46.1% 47.6% 47.9% 49.4%
Accounts receivable 2,184 2,455 2,816 3,124 3,471 EBITDA margin 25.8% 25.3% 25.5% 25.6% 26.5%
Inventories 4,386 3,695 4,238 4,701 5,224 Operating Margin 22.4% 22.1% 22.7% 23.0% 24.1%
Others 1,187 1,259 1,400 1,400 1,399 Net margin 17.6% 16.4% 17.5% 17.9% 18.5%
Current assets 27,321 28,706 30,463 32,464 34,806 Recurring net profit margin 17.6% 16.4% 17.5% 17.9% 18.5%

Goodwill - - - - - Sales growth 14.4% 12.5% 14.7% 10.9% 11.1%
Intangible assets 581 604 604 604 604 Net profit growth 5.8% 5.2% 22.0% 13.4% 15.2%
Long term investments - - - - - Recurring net profit growth 5.8% 5.2% 22.0% 13.4% 15.2%
Net fixed assets 8,627 8,862 9,139 9,346 9,537 EPS growth 5.5% 5.2% 22.0% 13.4% 15.2%
Other assets 3,661 4,405 4,439 4,474 4,510
Total Assets 40,190 42,577 44,645 46,888 49,456 Interest coverage (x) NM NM NM NM NM

Net debt to equity (0.9%) (4.1%) (7.3%) (12.3%) (17.3%)
Liabilities Sales/assets 0.6 0.6 0.6 0.7 0.7
Short-term loans 13,233 15,164 15,164 15,164 15,164 Assets/equity 226.7% 242.2% 236.1% 225.9% 216.0%
Trade & other payables 2,097 2,300 2,638 2,926 3,251 ROE 24.3% 22.9% 25.9% 26.8% 28.0%
Others 1,585 1,522 1,522 1,522 1,522 ROCE 11.7% 10.6% 12.0% 12.9% 14.3%
Total current liabilities 16,915 18,986 19,325 19,613 19,938
Long-term debt 6,187 5,390 5,390 5,390 5,390
Others 1 0 0 0 0
Total Liabilities 23,272 24,514 24,852 25,140 25,465
Minorities 385 425 484 542 600
Shareholders' equity 16,534 17,638 19,310 21,206 23,391
BVPS 13.43 14.36 15.68 17.22 19.00

Source: Company reports and J.P. Morgan estimates.
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JPM Q-Profile
Hengan International Group Co., Ltd. (CHINA / Consumer Staples)
As Of: 23-Mar-2015 Quant_Strategy@jpmorgan.com

Local Share Price Current: 86.40 12 Mth Forward EPS Current: 3.90

PE (1Yr Forward) Current: 22.1x P/E Relative to China Index Current: 2.29

Earnings Yield (& Local Bond Yield) Current: 5% Dividend Yield (Trailing) Current: 2.08

ROE (Trailing) Current: 22.76 Price/Book (Value) Current: 6.4x

Summary
Hengan International Group Co., Ltd. 13679.72 As Of:
CHINA 19.65364 TICKER 1044 HK Local Price: 86.40

Consumer Staples Personal Products EPS: 3.90

Latest Min Max Median Average 2 S.D.+ 2 S.D. - % to Min % to Max % to Med % to Avg
12mth Forward PE 22.12x 4.72 31.70 21.42 18.91 33.25 4.58 -79% 43% -3% -14%

P/BV (Trailing) 6.40 0.96 11.73 5.94 4.98 10.50 -0.55 -85% 83% -7% -22%

Dividend Yield (Trailing) 2.08x 1.55 14.37 2.28 4.25 10.97 -2.48 -25% 591% 10% 104%

ROE (Trailing) 22.76 11.93 29.65 22.76 20.99 31.82 10.16 -48% 30% 0% -8%

Source: Bloomberg, Reuters Global Fundamentals, IBES CONSENSUS, JPMorgan Quantitative & Derivative Strategy
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research 
analysts are primarily responsible for this report, the research analyst denoted by an “AC” on the cover or within the document 
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views 
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of 
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per 
KOFIA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or 
intervention.

Important Disclosures

  Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: Hengan International 
Group Ltd.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for 
compendium reports and all J.P. Morgan–covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, 
or e-mailing research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative 
Research teams may screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-
0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price 
(HK$)

Price Target 
(HK$)

13-Jun-07 N 27.65 25.90

23-Jul-07 OW 27.25 32.40

05-Sep-07 OW 25.15 33.60

30-Jan-08 OW 28.65 36.40

19-Mar-08 OW 24.10 31.50

18-Sep-08 N 20.30 19.00

08-Mar-09 N 27.15 30.00

16-Jun-09 N 35.95 39.00

03-Sep-09 N 41.70 43.00

26-Mar-10 N 57.20 60.00

30-Aug-10 N 68.55 65.00

22-Nov-10 N 68.50 70.00

25-Jan-11 OW 58.85 70.00

30-Mar-11 OW 61.00 67.00

27-Jul-11 N 68.65 67.00

12-Oct-11 UW 65.15 51.00

28-Mar-12 UW 73.15 53.00

30-Aug-12 UW 76.45 62.00

15-Sep-12 UW 75.60 61.00

16-Jan-13 N 73.55 66.00

27-Mar-13 N 76.70 64.00

01-May-13 N 77.80 73.00

27-Aug-13 N 85.50 82.00

28-Jan-14 OW 78.10 90.00

25-Mar-14 OW 81.25 91.00

26-Jul-14 OW 83.25 96.00

24-Sep-14 OW 78.20 90.50

31-Jan-15 OW 92.25 100.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
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Hengan International Group Ltd (1044.HK, 1044 HK) Price Chart

OW HK$33.6 OW HK$70 N HK$73

OW HK$32.4OW HK$31.5 N HK$43 N HK$70 UW HK$51UW HK$61N HK$64 OW HK$91OW HK$90.5

N HK$25.9OW HK$36.4N HK$19N HK$30N HK$39N HK$60N HK$65OW HK$67N HK$67UW HK$53UW HK$62N HK$66N HK$82OW HK$90OW HK$96OW HK$100

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Initiated coverage Jun 13, 2007.
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average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is 
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear 
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research 
website, www.jpmorganmarkets.com. 

Coverage Universe: Sener Kurumlu, Ebru: Ajisen China Holdings Ltd (0538.HK), Belle International Holdings Ltd. (1880.HK), Cafe 
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Uni-President China Holdings Ltd (0220.HK), Want Want China Holdings Ltd (0151.HK)

J.P. Morgan Equity Research Ratings Distribution, as of January 1, 2015

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 45% 43% 12%
IB clients* 56% 49% 33%

JPMS Equity Research Coverage 45% 48% 7%
IB clients* 75% 67% 52%

*Percentage of investment banking clients in each rating category.
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table 
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based 
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS, 
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.

Other Disclosures 

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing 
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries. 

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is 
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales 
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have 
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options, 
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf 

Legal Entities Disclosures 
U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. U.K.: JPMorgan Chase N.A., London 
Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by 
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on 
request. J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25 
Bank Street, London, E14 5JP. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities 
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http://www.optionsclearing.com/publications/risks/riskstoc.pdf
mailto:research.disclosure.inquiries@jpmorgan.com
http://www.jpmorganmarkets.com/


12

Asia Pacific Equity Research
24 March 2015

Ebru Sener Kurumlu
(852) 2800-8521
ebru.sener@jpmorgan.com

by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan Broking (Hong Kong) Limited (CE 
number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is 
regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No: 
238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by 
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of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited 
(Corporate Identity Number - U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, 
Mumbai – 400098, is a member of the National Stock Exchange of India Limited (SEBI Registration Number - INB 230675231/INF 230675231/INE 
230675231) and Bombay Stock Exchange Limited (SEBI Registration Number - INB 010675237/INF 010675237) and is regulated by Securities and 
Exchange Board of India. Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. For non local research reports, this 
material is not distributed in India by J.P. Morgan India Private Limited. Thailand: This material is issued and distributed in Thailand by JPMorgan 
Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. Indonesia: PT J.P. Morgan 
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Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the 
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