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What’s new? Greatview’s net profit for 2014 came in at RMB280m, down 12% y-o-y, and 

was 15% above our forecast and 8% ahead of consensus. The difference with our estimates 

was mainly due to lower operating expenses, especially transportation and staff costs. 

Gross margin shrank 2.4ppt to 24.4% as a result of a 3% decrease in ASP and volume 

deleveraging on higher depreciation, despite lower unit cost of raw materials. Sales volume 

dropped 8% y-o-y in 2H14, compared to 24% growth in 1H14. We raise earnings by 7-9% 

for 2015-16e, largely to reflect lower operating expenses, and our numbers are 7% and 

15% below consensus for 2015 and 2016, respectively. 

ASP and margin still under pressure. We are still of the view that the company will 

continue to face margin pressure as it aims to grow volume and market share amid the 

competition with Tetra Pak and the company will likely cut ASP due to low pricing 

power. We expect ASP to go down 3-4% each year in 2015-16e, and gross margin should 

also decline from 24.4% in 2014 to 23.0% in 2016e. The company has sourced more 

suppliers of liquid packaging board (LPB, about 45% of COGS) to reduce costs, but we 

do not think this is enough to offset the impact from ASP cut. 

International business on track. The international business turned to a small gross profit 

of RMB5.6m but was still making a net loss in 2014. Management indicated that the 

utilization at the German factory is picking up with workers’ production efficiency 

improving, and they target to break even this year for the international business.   

Dividend and valuation. The company proposed a final dividend of HKD0.10 per share, 

and the payout ratio was 76% including the interim dividend, higher than our expected 

65%. We believe the company will likely maintain a high payout in the next two years 

due to low capex in the near term given the weak macro demand. The share price has 

dropped 10% year-to-date and we see fair value at 14x 2015e earnings with a 9% earnings 

CAGR for 2015-17e and c5% dividend yield. We set a fair value target price of HKD3.90 

(from HKD3.60), based on an unchanged multiple of 14x 2015e PE. We upgrade the 

stock to Hold (from Underweight (V) under our previous rating system).
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Financials & valuation 
Financial statements 

Year to 12/2014a 12/2015e 12/2016e 12/2017e

Profit & loss summary (CNYm) 

Revenue 2,232 2,479 2,879 3,357
EBITDA 469 507 547 610
Depreciation & amortisation -105 -112 -122 -131
Operating profit/EBIT 364 394 425 479
Net interest 4 0 -2 -2
PBT 369 394 423 477
HSBC PBT 369 394 423 477
Taxation -89 -95 -102 -115
Net profit 280 299 321 362
HSBC net profit 280 299 321 362

Cash flow summary (CNYm) 

Cash flow from operations 550 247 344 373
Capex -151 -150 -150 -150
Cash flow from investment -144 -166 -166 -166
Dividends -212 -227 -244 -275
Change in net debt -223 146 66 68
FCF equity 406 84 181 210

Balance sheet summary (CNYm) 

Intangible fixed assets 57 60 63 66
Tangible fixed assets 1,254 1,302 1,340 1,368
Current assets 1,672 1,750 1,874 2,029
Cash & others 768 623 557 489
Total assets 3,018 3,146 3,311 3,497
Operating liabilities 537 594 682 782
Gross debt 336 336 336 336
Net debt -432 -287 -221 -153
Shareholders funds 2,144 2,216 2,293 2,379
Invested capital 1,678 1,895 2,038 2,192

 
Ratio, growth and per share analysis 

Year to 12/2014a 12/2015e 12/2016e 12/2017e

Y-o-y % change    

Revenue 3.3 11.1 16.2 16.6
EBITDA -7.5 7.9 7.9 11.6
Operating profit -12.6 8.2 7.9 12.7
PBT -11.5 6.8 7.5 12.6
HSBC EPS -12.3 6.4 7.5 12.6

Ratios (%)    

Revenue/IC (x) 1.3 1.4 1.5 1.6
ROIC 15.7 16.7 16.4 17.2
ROE 13.2 13.7 14.2 15.5
ROA 9.7 9.7 9.9 10.6
EBITDA margin 21.0 20.4 19.0 18.2
Operating profit margin 16.3 15.9 14.8 14.3
EBITDA/net interest (x)  1612.2 308.8 251.1
Net debt/equity -20.2 -12.9 -9.6 -6.4
Net debt/EBITDA (x) -0.9 -0.6 -0.4 -0.3
CF from operations/net debt    

Per share data (CNY)    

EPS reported (fully diluted) 0.21 0.22 0.24 0.27
HSBC EPS (fully diluted) 0.21 0.22 0.24 0.27
DPS 0.16 0.17 0.18 0.20
Book value 1.60 1.65 1.70 1.76
 

 
 
   
Valuation data 

Year to 12/2014a 12/2015e 12/2016e 12/2017e

EV/sales 1.5 1.5 1.3 1.1
EV/EBITDA 7.4 7.1 6.7 6.1
EV/IC 2.1 1.9 1.8 1.7
PE* 13.9 13.0 12.1 10.8
P/Book value 1.8 1.8 1.7 1.6
FCF yield (%) 10.5 2.2 4.7 5.4
Dividend yield (%) 5.5 5.8 6.3 7.1

Note: * = Based on HSBC EPS (fully diluted) 

 
 

Price relative   

Source: HSBC 
 
 
Note: price at close of 27 Mar 2015  
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Results summary 

Greatview reported a 12% decline in 2014 net profit on the back of 3% revenue growth. Sales in 2H14 

slowed down significantly due to the weakened demand, and gross margin also dropped on lower ASP 

and volume deleveraging due to higher depreciation charge. The company has started to source LPB from 

more suppliers since last year which should help to lower the procurement cost. Operating expense ratio 

slightly improved from 10.1% to 9.6% in 2014, largely due to lower transportation and staff expenses. 

Greatview - 2014 results summary 

Year to 31 Dec (RMBm) 2013 2014 %YoY 1H14 %YoY 2H14 %YoY 

Sales      2,160      2,232 3.3%      1,182 20.2%      1,050 -10.7% 
COGS    (1,580)    (1,686) 6.7%      (886) 24.1%      (801) -7.6% 
Gross profit         579         545 -5.9%        296 9.8%        249 -19.5% 
Other income, net           56           33 -42.2%          17 25.7%          16 -63.0% 
Distribution costs       (105)         (99) -5.7%        (52) 9.1%        (47) -17.9% 
Admin expenses       (114)       (114) 0.7%        (57) 12.0%        (57) -8.6% 
EBIT         417         364 -12.6%        204 10.4%        161 -30.9% 
Finance income, net           (0)             4 nm            3 nm            2 nm 
PBT         417         369 -11.5%        206 11.9%        162 -30.1% 
Tax         (99)         (89) -10.5%        (50) 18.2%        (39) -31.5% 
Net profit         317      280 -11.8%     156.7 10.0%     123.0 -29.6% 
     
Margins     
Gross Margin 26.8% 24.4% -2.4ppt 25.1% -2.4ppt 23.7% -2.6ppt 
EBIT Margin 19.3% 16.3% -3.0ppt 17.3% -1.5ppt 15.3% -4.5ppt 
Net Margin 14.7% 12.5% -2.2ppt 13.3% -1.2ppt 11.7% -3.1ppt 
     
Key ratios     
Distribution costs as % of sales 4.9% 4.4% -0.4ppt 4.4% -0.4ppt 4.5% -0.4ppt 
Adm exp as % of sales 5.3% 5.1% -0.1ppt 4.8% -0.4ppt 5.4% +0.1ppt 
Effective tax rate 23.9% 24.1% +0.3ppt 24.1% +1.3ppt 24.2% -0.5ppt 

Source: Company data, HSBC 

 

 

Results review

 2014 results 15% ahead of our forecast and 8% above consensus 

estimates 

 Gross margin declined by 2.4ppt mainly resulting from a 3% 

decrease in ASP 

 International business still making a net loss, but had a small 

gross profit of RMB5.6m 
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On the positive side, operating cash flow rose 57% to RMB367m, thanks to improved working capital. 

Capex was also lower at RMB151m (from RMB205m in 2013) and the company increased dividend 

payout for the full year to 76% from 33% in 2013. Management expect capex to stay low in the near term 

as they are not planning to aggressively add production capacity due to the weak demand. 

Valuation and risks 

We set a fair value target price of HKD3.90 (from HKD3.60). The increase is on higher earnings 

forecasts, mainly due to lower operating expenses. Our new target price is based on an unchanged 14x 

2015e PE, which is about 0.5 standard deviation below the historical average of 16x forward PE since the 

IPO in 2010. We upgrade the stock to Hold (from Underweight (V) under the old rating system) as we see 

fair value at 14x 2015e earnings with a 9% earnings CAGR for 2015-17e and about 5% dividend yield. 

Key upside risks include new product development which helps to increase ASP, higher-than-expected 

growth of the liquid milk market, faster-than-expected turnaround of the international business, and a 

decline in raw material prices.  

Key downside risks are slower-than-expected demand for liquid milk and other beverage products that 

use aseptic packaging, contingent claims by competitors on patent infringement, and higher competition 

with Tetra Pak with more aggressive price discounts.  

Greatview - 12-month forward PE band vs EPS growth 

 
Source: Thomson Reuters Datastream, HSBC estimates 
 

 
 
Greatview - Earnings revision, 2015-16e 

Year to 31 Dec 2015e 2016e 

Sales -2% -3% 
EBIT 10% 7% 
Net profit 9% 7% 

Source: HSBC estimates. 
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Disclosure appendix 
Analyst Certification 
The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the 
opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their 
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 
recommendation(s) or views contained in this research report: Alice Chan, Christopher Leung and Erwan Rambourg 

Important disclosures 

Equities: Stock ratings and basis for financial analysis 

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's 
existing holdings, risk tolerance and other considerations and that investors utilise various disciplines and investment horizons 
when making investment decisions. Ratings should not be used or relied on in isolation as investment advice. Different 
securities firms use a variety of ratings terms as well as different rating systems to describe their recommendations and 
therefore investors should carefully read the definitions of the ratings used in each research report. Further, investors should 
carefully read the entire research report and not infer its contents from the rating because research reports contain more 
complete information concerning the analysts' views and the basis for the rating. 

From 23rd March 2015 HSBC has assigned ratings on the following basis: 

The target price is based on the analyst’s assessment of the stock’s actual current value, although we expect it to take six to 12 
months for the market price to reflect this.  When the target price is more than 20% above the current share price, the stock will 
be classified as a Buy; when it is between 5% and 20% above the current share price, the stock may be classified as a Buy or a 
Hold; when it is between 5% below and 5% above the current share price, the stock will be classified as a Hold; when it is 
between 5% and 20% below the current share price, the stock may be classified as a Hold or a Reduce; and when it is more 
than 20% below the current share price, the stock will be classified as a Reduce. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation or resumption of coverage, 
change in target price or estimates).  

Upside/Downside is the percentage difference between the target price and the share price. 

Prior to this date, HSBC’s rating structure was applied on the following basis: 

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, 
regional market established by our strategy team. The target price for a stock represented the value the analyst expected the 
stock to reach over our performance horizon. The performance horizon was 12 months. For a stock to be classified as 
Overweight, the potential return, which equals the percentage difference between the current share price and the target price, 
including the forecast dividend yield when indicated, had to exceed the required return by at least 5 percentage points over the 
succeeding 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, 
the stock was expected to underperform its required return by at least 5 percentage points over the succeeding 12 months (or 10 
percentage points for a stock classified as Volatile*).  Stocks between these bands were classified as Neutral. 

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 
months (unless it was in an industry or sector where volatility is low) or if the analyst expected significant volatility.  However, 
stocks which we did not consider volatile may in fact also have behaved in such a way.  Historical volatility was defined as the 
past month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in 
rating, however, volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to 
change. 
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Rating distribution for long-term investment opportunities 

As of 29 March 2015, the distribution of all ratings published is as follows: 
Buy 41% (30% of these provided with Investment Banking Services) 

Hold 39% (28% of these provided with Investment Banking Services) 

Sell 20% (21% of these provided with Investment Banking Services) 

   

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to 
current rating models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our 
current model Buy = Buy, Hold = Hold and Reduce = Sell.  For rating definitions under both models, please see “Stock ratings 
and basis for financial analysis” above. 

Share price and rating changes for long-term investment opportunities 

Greatview (0468.HK) Share Price performance HKD Vs HSBC rating history  Recommendation & price target history 

From To Date 

N/A Overweight 29 July 2014 
Overweight Underweight 06 November 2014 
Underweight Underweight (V) 10 December 2014 
Target Price Value Date 

Price 1 6.90 29 July 2014 
Price 2 3.80 06 November 2014 
Price 3 3.60 10 December 2014 

Source: HSBC 
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Company Ticker Recent price Price Date Disclosure

GREATVIEW 0468.HK 3.65 27-Mar-2015 7
Source: HSBC 

1 HSBC has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 
4 As of 28 February 2015 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 
5 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 
6 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-investment banking securities-related services. 
7 As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 
  
HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) 
of companies covered in HSBC Research on a principal or agency basis. 

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

Additional disclosures 
1 This report is dated as at 29 March 2015. 
2 All market data included in this report are dated as at close 27 March 2015, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 
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