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EARNINGS REVIEW 
China Cinda Asset Management Co. (1359.HK)

Buy Equity Research

In line with expectations; strong PPOP beat, stable NPLs; CL-Buy 

What surprised us 

Cinda reported FY14 NPAT of Rmb11.9bn, +32% yoy, 1%/2% above our/ 

Bloomberg consensus estimates. PPOP beat GSe by 20% on strong 

distressed debts/investment income and improved cost efficiency, but was 

offset by higher provision charges as Cinda built up provision buffer 

despite relatively stable asset quality. Key trends: (1) Core business 

delivered strong growth with better mix and asset quality. Distressed 

debts balance grew 13% hoh, primarily driven by traditional NPL 

acquisition (+239% hoh) while restructured debts growth moderated (to 

+3% hoh), as Cinda shifted focus to traditional NPL business given NPL 

pressure on restructuring debts. Revenue from distressed assets grew 24% 

hoh/39% yoy in 2H, on (a) stable return of restructuring debts (12.2%, flat 

hoh); (b) slightly higher IRR on traditional NPL in 2H; and (c) higher DES 

disposal income. Asset quality of core business improved as overdue ratio 

of restructuring debts declined 0.5pp hoh to 2.6%. We estimate the trailing 

12m net NPA formation rate also dropped 0.3pp hoh to 1.3%. (2) Pre-tax 

ROE of financial services segment rose to 10.1% in FY14 (vs. 3.6% in FY13) 

on improving ROE from life/P&C insurance and strong brokerage (PBT 

+252% yoy), though trust was weaker. (3) Valuation gain on AFS assets 

contributed Rmb2.9bn net increase of equities in 2H. (4) 2H Provision 

charges grew 3% yoy to Rmb2.8bn (FY14 declined 12% yoy) as Cinda 

boosted provision ratio on restructuring debts to 3.2% (+0.3pp hoh), and 

booked higher provisions for AFS assets and customer loans of the Group.

What to do with the stock 

Retain CL-Buy as FY14 results confirmed Cinda’s strong growth potential/ 

balance sheet, and that it is key beneficiary of further monetary and property 

loosening. We fine tune 2015/16E NPAT by 2%/3%, introduce 2017E, and raise 

12m SOTP-based TP to HK$5.3 (1.45X ‘15E P/B, from HK$5.0) on higher book 

value. Risks: macro hard landing, prolonged property weakness. 

Cinda 2H14 results snapshot 

 

Source: Company data, Gao Hua Securities Research 
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China Cinda Asset Management Co. (1359.HK)

Asia Pacific Banks Peer Group Average

Key data Current

Price (HK$) 3.69

12 month price target (HK$) 5.30

Market cap (HK$ mn / US$ mn) 133,787.2 / 17,254.1

Foreign ownership (%) --

12/14 12/15E 12/16E 12/17E

EPS (Rmb) New 0.33 0.43 0.49 0.56

EPS revision (%) 0.0 2.2 2.9 --

EPS growth (%) 10.6 29.9 15.3 13.9

EPS (dil) (Rmb) New 0.33 0.43 0.49 0.56

P/E (X) 10.0 6.9 6.0 5.3

P/B (X) 1.3 1.0 0.9 0.8

EV/EBITDA (X) NM NM NM NM

Dividend yield (%) 3.0 3.7 4.2 4.8

ROE (%) 14.0 15.6 16.1 16.2

CROCI (%) NM NM NM NM

Price performance chart
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Share price performance (%) 3 month 6 month 12 month
Absolute (2.4) 3.4 (11.1)

Rel. to Hang Seng China Ent. Index (5.2) (8.1) (26.2)

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 3/27/2015 close.
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Profit model (Rmb mn) 12/14 12/15E 12/16E 12/17E Balance sheet (Rmb mn) 12/14 12/15E 12/16E 12/17E

Total revenue 59,790.1 67,071.0 75,000.1 83,611.0 Cash & equivalents 43,891.2 28,264.3 22,869.0 20,630.9

Cost of goods sold -- -- -- -- Accounts receivable 7,022.1 8,075.4 9,286.7 10,679.7

SG&A (12,704.9) (14,577.8) (16,625.0) (18,613.4) Inventory 0.0 0.0 0.0 0.0

R&D -- -- -- -- Other current assets 77,738.1 109,310.7 141,239.7 171,423.9

Other operating profit/(expense) (8,767.0) (7,392.9) (7,065.0) (7,406.6) Total current assets 128,651.5 145,650.4 173,395.4 202,734.5

EBITDA 34,174.0 40,449.6 46,091.3 51,850.4 Net PP&E 3,687.6 3,872.0 4,065.6 4,268.9

Depreciation & amortization 0.0 0.0 0.0 0.0 Net intangibles 508.1 526.5 546.7 569.0

EBIT 34,174.0 40,449.6 46,091.3 51,850.4 Total investments 364,054.4 419,028.1 471,320.4 528,900.5

Interest income -- -- -- -- Other long-term assets 47,525.8 52,507.2 58,044.5 64,205.5

Interest expense (15,961.1) (19,124.6) (21,750.3) (24,272.2) Total assets 544,427.4 621,584.2 707,372.6 800,678.3

Income/(loss) from uncons. subs. 460.2 506.2 582.1 669.4

Others (1,909.9) (764.0) (687.6) (687.6) Accounts payable 25,554.5 19,720.8 18,003.8 19,415.1

Pretax profits 16,306.7 20,565.2 23,683.4 26,952.6 Short-term debt 0.0 0.0 0.0 0.0

Income tax (4,164.0) (4,832.8) (5,565.6) (6,333.9) Other current liabilities 21,803.7 24,575.4 27,304.9 30,340.1

Minorities (246.5) (271.2) (298.3) (328.1) Total current liabilities 47,358.2 44,296.2 45,308.7 49,755.2

Long-term debt 308,133.3 357,588.8 404,869.0 448,633.0

Net income pre-preferred dividends 11,896.2 15,461.2 17,819.5 20,290.7 Other long-term liabilities 87,072.7 106,088.9 129,508.4 158,373.0

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 395,206.0 463,677.8 534,377.4 607,006.0

Net income (pre-exceptionals) 11,896.2 15,461.2 17,819.5 20,290.7 Total liabilities 442,564.2 507,974.0 579,686.1 656,761.2

Post-tax exceptionals 0.0 0.0 0.0 0.0

Net income 11,896.2 15,461.2 17,819.5 20,290.7 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 93,368.9 104,266.4 117,408.3 132,611.1

EPS (basic, pre-except) (Rmb) 0.33 0.43 0.49 0.56 Minority interest 8,494.4 9,343.8 10,278.2 11,306.1

EPS (basic, post-except) (Rmb) 0.33 0.43 0.49 0.56

EPS (diluted, post-except) (Rmb) 0.33 0.43 0.49 0.56 Total liabilities & equity 544,427.4 621,584.2 707,372.6 800,678.3

DPS (Rmb) 0.10 0.11 0.12 0.14

Dividend payout ratio (%) 30.0 25.4 25.4 25.4 BVPS (Rmb) 2.58 2.88 3.24 3.66

Free cash flow yield (%) -- -- -- --

Growth & margins (%) 12/14 12/15E 12/16E 12/17E Ratios 12/14 12/15E 12/16E 12/17E

Sales growth 41.0 12.2 11.8 11.5 CROCI (%) NM NM NM NM

EBITDA growth 70.4 18.4 13.9 12.5 ROE (%) 14.0 15.6 16.1 16.2

EBIT growth 74.2 18.4 13.9 12.5 ROA (%) 2.6 2.7 2.7 2.7

Net income growth 31.8 30.0 15.3 13.9 ROACE (%) 8.2 7.5 7.3 7.2

EPS growth 10.6 29.9 15.3 13.9 Inventory days NM NM NM NM

Gross margin NM NM NM NM Receivables days 41.1 41.1 42.2 43.6

EBITDA margin 57.2 60.3 61.5 62.0 Payable days NM NM NM NM

EBIT margin 57.2 60.3 61.5 62.0 Net debt/equity (%) 312.0 334.6 340.1 337.0

Interest cover - EBIT (X) 2.1 2.1 2.1 2.1

Cash flow statement (Rmb mn) 12/14 12/15E 12/16E 12/17E Valuation 12/14 12/15E 12/16E 12/17E

Net income pre-preferred dividends 11,896.2 15,461.2 17,819.5 20,290.7

D&A add-back 0.0 0.0 0.0 0.0 P/E (analyst) (X) 10.0 6.9 6.0 5.3

Minorities interests add-back 0.0 0.0 0.0 0.0 P/B (X) 1.3 1.0 0.9 0.8

Net (inc)/dec working capital 0.0 0.0 0.0 0.0 EV/EBITDA (X) NM NM NM NM

Other operating cash flow 0.0 0.0 0.0 0.0 EV/GCI (X) 1.1 1.0 0.9 0.9

Cash flow from operations -- -- -- -- Dividend yield (%) 3.0 3.7 4.2 4.8

Capital expenditures 0.0 0.0 0.0 0.0

Acquisitions 0.0 0.0 0.0 0.0

Divestitures 0.0 0.0 0.0 0.0

Others 0.0 0.0 0.0 0.0

Cash flow from investments -- -- -- --

Dividends paid (common & pref) 0.0 0.0 0.0 0.0

Inc/(dec) in debt 0.0 0.0 0.0 0.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows 0.0 0.0 0.0 0.0

Cash flow from financing -- -- -- --

Total cash flow (13,167.9) (15,626.9) (5,395.3) (2,238.1) Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Exhibit 1: Cinda reported FY14 NPAT of Rmb11.9bn, +32% yoy. PPOP beat GSe by 20% on strong distressed asset 

mgmt./investment income and improved cost efficiency; but was offset by higher-than-expected provision charges to 

further strengthen balance sheet 

 

 

Source: Company data, Gao Hua Securities Research 

 

2014 2H14 2H13

(Rmb mn) 2013 2014 YoY (%) as % of GSe 2H13 1H14 2H14 HoH (%) YoY (%) as of 2014E as of 2013

Condensed financials

Income from distressed assets mgmt 20,121      26,910       34        106             10,714   12,024   14,886   24           39           59               53              
Investment income (ex DES related) 2,049        4,628         126      151             1,305     1,830     2,798     53           114         91               64              
Net insurance income (post claims) 753           578           (23)       71               326        330        247        (25)          (24)          30               43              
Gross profit from sales of inventories 1,602        1,517         (5)         119             1,049     676        840        24           (20)          66               65              
Net commission and fee income 1,650        1,974         20        104             1,001     840        1,134     35           13           59               61              
Interest income 5,059        8,811         74        114             3,125     3,807     5,004     31           60           65               62              
Other revenue 2,571        4,649         81        162             1,094     1,748     2,901     66           165         101             43              
Net revenue 33,804     49,066       45        114            18,614   21,255   27,812   31           49           65              55              

Memo: company reported operating revenue 42,413      59,790       41        113             23,743   25,774   34,016   32           43           64               56              

Staff cost (3,797)       (4,601)        21        108             (2,098)    (1,885)    (2,715)    44           29           64               55              
Interest expense (7,804)       (15,961)      105      111             (4,649)    (6,817)    (9,144)    34           97           64               60              
Other operating expense (3,004)       (3,329)        11        98               (1,784)    (1,300)    (2,029)    56           14           60               59              
Business tax (1,234)       (1,981)        61        119             (711)       (765)       (1,217)    59           71           73               58              
PPOP 17,965     23,195       29        120            9,373     10,488   12,706   21           36           66              52              

Impairment charges (6,153)      (5,438)       (12)         132              (2,677)      (2,686)      (2,752)      2             3             67                44                

Operating profit 11,812     17,756       50        117            6,695     7,802     9,954     28           49           65              57              

Profit before tax 11,772      16,307       39        105             6,634     7,266     9,041     24           36           58               56              
NPAT 9,101       12,143       33        102            5,083     5,360     6,783     27           33           57              56              

Attributable NPAT 9,027       11,896       32        101            4,961     5,296     6,600     25           33           56              55              

Memo: cost-to-income ratio 26.2% 24.0% -2.2% -2.8% 27.8% 22.1% 25.4% 3.4% -2.4% 1.5% 1.6%

Total assets 383,785   544,427     42        110            383,785 482,156 544,427 13           42           110            100            

Attributable equity 75,998     93,369       23          107              75,998     83,808     93,369     11           23           107              100              

ROA 2.8% 2.6% -0.3% -0.1% 3.0% 2.4% 2.6%

ROE 13.8% 14.0% 0.2% -0.4% 15.0% 13.3% 14.9%

Leverage 4.9           5.5            5.0         5.4         5.8         
Distressed asset management

Income from distressed asset mgmt 20,121     26,910       34        106            10,714   12,024   14,886   24           39           59              53              

Distressed debt asset mgmt 14,762      22,191       50        106             8,549     9,879     12,312   25           44           59               58              
- Traditional 4,618        4,077         (12)       91               2,650     2,302     1,775     (23)          (33)          40               57              
- Restructuring 10,144      18,114       79        110             5,900     7,577     10,537   39           79           64               58              
DES mgmt 4,995        4,488         (10)       112             1,829     2,145     2,343     9             28           59               37              
Disposal gains of assets in satisfaction of debts 364           231           (37)       60               336        -         231        (31)          60               92              

Net value of distressed assets 158,003   247,231     56        102            158,003 223,171 247,231 11           56           102            100            

Distressed debt assets 114,362    204,411     79        101             114,362 180,163 204,411 13           79           101             100            
- Traditional 16,392      42,302       158      157             16,392   22,423   42,302   89           158         157             100            
- Restructuring 97,971      162,109     65        92               97,971   157,740 162,109 3             65           92               100            
Debt/equity swap(DES) 42,275      41,564       (2)         108             42,275   41,752   41,564   (0)            (2)            108             100            
Assets in satisfaction of debts 1,366        1,256         (8)         88               1,366     1,256     1,256     (0)            (8)            88               100            

Return ratio

Traditional - return on disposal (company) 111% 62% -49% -18% 155% 87% 51% -29% 44%
Restructuring - return on monthly balance 13.5% 12.2% -1.3% 0.2% 13.4% 12.2% 12.2% 0.2% -0.1%
DES - exit multiple (X) 1.9           2.1            0.3       (0.1)             1.5         2.6         1.9         (0.3)             (0.3)            
DES - div yld (on avg balance) 3% 1% -2% 0% 4% 0% 2% 1% 1%

Asset quality of restructuring distressed debts

Overdue ratio 1.6% 2.6% 1.6% 3.2% 2.6% -0.5% 1.0%
NPA ratio 1.0% 1.2% 1.0% 1.1% 1.2% 0.1% 0.2%
Provision ratio 2.9% 3.2% 2.9% 2.9% 3.2% 0.3% 0.3%
Trailing 12m new NPA formation rate 0.8% 1.3% 0.8% 1.6% 1.3% -0.3% n.a.

Annual Results

2H14

Half yearly results
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activity.  Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) 

Pte. (Company Number: 198602165W).  Taiwan: This material is for reference only and must not be reprinted without permission. Investors should 

carefully consider their own investment risk. Investment results are the responsibility of the individual investor.  United Kingdom: Persons who 

would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this 

research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that 

have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, 

are available from Goldman Sachs International on request.   

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available 

at http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with 

Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 

69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms 

Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 

disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.   
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Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 

a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a 

global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage 

group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment 

recommendations focused on either the size of the potential return or the likelihood of the realization of the return.    

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in each 

report adding or reiterating an Investment List membership.   

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook 

on the coverage group relative to the group's historical fundamentals and/or valuation.  Attractive (A). The investment outlook over the following 12 

months is favorable relative to the coverage group's historical fundamentals and/or valuation.  Neutral (N). The investment outlook over the 

following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation.  Cautious (C). The investment outlook over 

the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.   

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 

advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 

Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 

determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 

price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 

coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The 

information is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global 

basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on 

macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd 

(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; in Canada by either Goldman Sachs 

Canada Inc. or Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in 

Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs 

New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in 

the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in 

the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 

and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; 

Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also distribute research in Germany.  

General disclosures 

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 

consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 

appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 

investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 

Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 

proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 

expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 

discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity 

securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any 

such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's 

return potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, 

act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do 

not necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in 

the products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 

appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 

may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 

Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at 
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http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase 

and sales of options such as spreads. Supporting documentation will be supplied upon request.  

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 

research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 

research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or 

go to http://360.gs.com. 

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 

10282. 

© 2015 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior 
written consent of The Goldman Sachs Group, Inc.   


