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COMPANY UPDATE 
Dongpeng Holdings (3386.HK) 

Buy Equity Research

Placement to benefit liquidity; reiterate CL Buy  

What's changed 

On Jun 21, Dongpeng announced that one of its substantial shareholders, 

High Ride, disposed of 30mn shares (2.38% of Dongpeng’s outstanding 

sharecount) to third party investors, at HK$3.7 per share (a 6% discount to 

the previous market close). The company announced that its chairman has 

no intention to sell any of his 31% stake in the near future.  

High Ride owned 17.36% of Dongpeng before the placement. High Ride is 

controlled by Dongpeng’s current or former employees, among whom 

only one individual, who holds c.5.5% of High Ride, is currently in a senior 

management position (non-executive director) at Dongpeng.  

Implications 

We estimate the placement will lift Dongpeng’s non-employee owned 

shares by c.7%, improving liquidity. We see limited negative impact from 

the placement given 1) no new shares were issued (hence no dilution), 2) 

the placement price was at a small discount to current share price (6%). 

and 3) senior management had very limited involvement in the sale of the 

shares. We continue to expect Dongpeng to benefit from the ongoing 

property recovery and reiterate our CL Buy.  

Valuation 

Dongpeng currently trades at FY16 P/E of 6.3x, much lower than the 

average of 18.0x/9.4x for global peers/H share cement coverage, despite 

similar/much better margins and returns. We maintain our 12-month SOTP 

target price of HK$5.0, which suggests 26% upside. 

Key risks 

Lower-than-expected ASP/volume due to intense market competition.  
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Dongpeng Holdings (3386.HK)

Asia Pacific Metals & Mining Peer Group Average

Key data Current

Price (HK$) 3.96

12 month price target (HK$) 5.00

Market cap (HK$ mn / US$ mn) 5,020.2 / 647.7

Foreign ownership (%) --

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

EPS (Rmb) 0.45 0.45 0.50 0.53

EPS growth (%) 22.0 0.9 10.9 5.5

EPS (diluted) (Rmb) 0.44 0.45 0.50 0.53

EPS (basic pre-ex) (Rmb) 0.45 0.45 0.50 0.53

P/E (X) 5.2 7.0 6.3 6.0

P/B (X) 1.2 1.4 1.2 1.1

EV/EBITDA (X) 3.2 4.2 3.3 2.7

Dividend yield (%) 5.8 4.3 4.8 5.0

ROE (%) 26.7 22.3 21.3 19.6

CROCI (%) 28.0 22.5 24.6 22.9

Price performance chart

12,000

12,500

13,000

13,500

14,000

14,500

15,000

2.0

2.5

3.0

3.5

4.0

4.5

5.0

Jun-14 Sep-14 Dec-14 Apr-15
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Share price performance (%) 3 month 6 month 12 month
Absolute 31.1 46.1 39.4

Rel. to MSCI Hong Kong 19.5 27.4 22.6

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 6/19/2015 close.
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Dongpeng Holdings: Summary Financials 
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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 3,893.1 4,376.5 4,887.3 5,257.6 Cash & equivalents 387.7 321.6 804.1 1,324.3

Cost of goods sold (2,395.3) (2,738.8) (3,076.7) (3,343.3) Accounts receivable 648.1 962.8 879.7 946.4

SG&A (827.3) (962.8) (1,075.2) (1,156.7) Inventory 984.0 1,150.3 1,384.5 1,504.5

R&D (53.4) (43.8) (48.9) (52.6) Other current assets 387.3 387.3 387.3 387.3

Other operating profit/(expense) 127.9 120.1 133.1 141.1 Total current assets 2,407.1 2,822.0 3,455.7 4,162.5

EBITDA 898.7 936.7 1,026.8 1,065.2 Net PP&E 1,345.1 1,568.1 1,519.0 1,457.8

Depreciation & amortization (153.6) (185.4) (207.2) (219.1) Net intangibles 374.3 366.0 357.9 349.9

EBIT 745.0 751.3 819.5 846.1 Total investments 0.0 0.0 0.0 0.0

Interest income 38.2 26.4 37.8 63.6 Other long-term assets 75.3 84.7 94.6 101.7

Interest expense (35.9) (9.9) (3.6) (0.5) Total assets 4,201.8 4,840.8 5,427.1 6,071.9

Income/(loss) from uncons. subs. 0.0 0.0 0.0 0.0

Others (24.7) (28.9) (26.4) (28.4) Accounts payable 644.4 958.6 1,076.9 1,170.2

Pretax profits 722.6 738.9 827.3 880.9 Short-term debt 157.6 64.6 4.6 4.6

Income tax (158.1) (162.5) (182.0) (193.8) Other current liabilities 779.2 796.8 892.2 950.0

Minorities (0.8) (0.8) (0.9) (0.9) Total current liabilities 1,581.2 1,819.9 1,973.6 2,124.7

Long-term debt 50.0 43.0 3.0 3.0

Net income pre-preferred dividends 563.7 575.5 644.4 686.1 Other long-term liabilities 82.0 82.0 82.0 82.0

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 132.0 125.0 85.0 85.0

Net income (pre-exceptionals) 563.7 575.5 644.4 686.1 Total liabilities 1,713.2 1,945.0 2,058.7 2,209.7

Post-tax exceptionals 0.0 0.0 0.0 0.0

Net income 563.7 575.5 644.4 686.1 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 2,380.7 2,787.1 3,258.8 3,751.6

EPS (basic, pre-except) (Rmb) 0.45 0.45 0.50 0.53 Minority interest 107.9 108.7 109.6 110.6

EPS (basic, post-except) (Rmb) 0.45 0.45 0.50 0.53

EPS (diluted, post-except) (Rmb) 0.44 0.45 0.50 0.53 Total liabilities & equity 4,201.8 4,840.8 5,427.1 6,071.9

DPS (Rmb) 0.13 0.14 0.15 0.16

Dividend payout ratio (%) 30.0 30.0 30.0 30.0 BVPS (Rmb) 1.89 2.19 2.54 2.90

Free cash flow yield (%) 4.1 4.3 17.2 15.4

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

Sales growth 15.6 12.4 11.7 7.6 CROCI (%) 28.0 22.5 24.6 22.9

EBITDA growth 26.6 4.2 9.6 3.7 ROE (%) 26.7 22.3 21.3 19.6

EBIT growth 27.7 0.8 9.1 3.2 ROA (%) 14.1 12.7 12.6 11.9

Net income growth 66.0 2.1 12.0 6.5 ROACE (%) 28.9 22.6 23.6 24.9

EPS growth 22.0 0.9 10.9 5.5 Inventory days 141.3 142.2 150.4 157.7

Gross margin 38.5 37.4 37.0 36.4 Receivables days 56.6 67.2 68.8 63.4

EBITDA margin 23.1 21.4 21.0 20.3 Payable days 101.4 106.8 120.7 122.7

EBIT margin 19.1 17.2 16.8 16.1 Net debt/equity (%) (7.2) (7.4) (23.6) (34.1)

Interest cover - EBIT (X) NM NM NM NM

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 563.7 575.5 644.4 686.1

D&A add-back 153.6 185.4 207.2 219.1 P/E (analyst) (X) 5.2 7.0 6.3 6.0

Minorities interests add-back 0.8 0.8 0.9 0.9 P/B (X) 1.2 1.4 1.2 1.1

Net (inc)/dec working capital (283.7) (166.9) (32.8) (93.3) EV/EBITDA (X) 3.2 4.2 3.3 2.7

Other operating cash flow (7.0) (18.2) 47.7 (13.0) EV/GCI (X) 1.0 1.1 0.9 0.8

Cash flow from operations 427.4 576.6 867.4 799.8 Dividend yield (%) 5.8 4.3 4.8 5.0

Capital expenditures (303.5) (400.0) (150.0) (150.0)

Acquisitions 0.0 0.0 0.0 0.0

Divestitures 0.0 0.0 0.0 0.0

Others (299.7) 26.4 37.8 63.6

Cash flow from investments (603.2) (373.6) (112.2) (86.4)

Dividends paid (common & pref) (87.6) (169.1) (172.7) (193.3)

Inc/(dec) in debt (158.5) (100.0) (100.0) 0.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows 5.4 0.0 0.0 0.0

Cash flow from financing (240.7) (269.1) (272.7) (193.3)

Total cash flow (415.7) (66.1) 482.6 520.1 Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Exhibit 1: Dongpeng shareholding  

 
Note: High Ride and Rich Blossom are owned by current or former employees of Dongpeng.  

Source: Bloomberg, Company data. 

 

Exhibit 2: Valuation comps 

 
Note: 1) Not Covered companies include PT Arwana Citramulia Tbk, Kajaria Ceramics, Dynasty Ceramic, Interface Inc., Toto Ltd, Lixil 

Group Corp, Nichiha Corp, Beacon Roofing. 2) Coverage Suspended companies include Mohawk Industries, Armstrong World, Masco 

Corp, Fortune Brands. 3) Estimates for Not Covered and Coverage Suspended companies are based on Bloomberg consensus. 

Source: Bloomberg, Goldman Sachs Global Investment Research.  

Before 
placement

After 
placement

He Xinmin (Chairman) 31.3% 31.3%

High Ride 17.4% 15.0%
Incl. Su Limei (non-Excecutive Director) 1.0% 0.8%

Chen Kunlie (Executive Director) 12.8% 12.8%

Rich Blossom 3.6% 3.6%

Sen Su (Non-Executive Director) 2.6% 2.6%

Total employee shareholding 67.7% 65.4%
Non-employee shareholding 32.3% 34.7%

Incl. Sequoia 7.8% 7.8%

Others 24.5% 26.9%

Market Cap
(US$ mn)

Ticker 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E
Cement Country

Anhui Conch (H) China 0914.HK 19,347 10.7 9.3 1.6 1.4 6.9 5.8 33% 34% 16% 17%

CNBM China 3323.HK 5,231 6.3 5.3 0.6 0.6 9.0 8.6 25% 25% 11% 12%

CR Cement China 1313.HK 3,700 7.4 6.0 0.9 0.8 6.0 4.9 31% 30% 13% 15%

Shanshui Cement China 0691.HK 2,742 30.5 16.1 1.5 1.4 10.8 8.3 20% 23% 5% 9%

BBMG (H) China 2009.HK 4,206 11.7 10.0 0.9 0.8 14.3 12.4 23% 23% 8% 8%

Average 13.3 9.4 1.1 1.0 9.4 8.0 26% 27% 11% 12%

Dongpeng China 3386.HK 648 7.0 6.3 1.4 1.2 4.2 3.3 37% 37% 22% 21%
vs. cement stocks avg -48% -33% 29% 23% -56% -59% 11.2ppt 10.1ppt 11.8ppt 9.3ppt

Ceramic tiles and other flooring
PT Arwana Citramulia TIndonesia ARNA IJ 352 21 15 4.4 3.5 11.8 9.3 29% 30% 23% 26%

Kajaria Ceramics India KJC IN 949 29 23 7.0 5.7 15.5 12.6 45% 45% 27% 27%

Saudi Ceramic Saudi Arabia SCERCO AB 1,085 15 14 2.1 2.0 10.7 9.9 41% 41% 15% 15%

Dynasty Ceramic Thailand DCC TB 741 20 18 9.9 9.2 12.2 10.3 42% 43% 46% 50%

Mohawk Industries US MHK US 14,090 20 17 2.8 2.4 12.9 10.5 29% 29% 15% 16%

Armstrong World US AWI US 3,026 24 19 3.9 3.2 10.2 8.7 24% 25% 18% 19%

Interface Inc US TILE US 1,629 22 19 4.6 3.7 11.7 9.9 36% 36% 22% 22%

Average 21.5 17.9 5.0 4.2 12.1 10.2 35% 36% 24% 25%

Bathroom and kitchen
Howden Joinery Britain HWDN LN 5,253 20 18 8.2 6.8 13.9 12.8 66% 66% 47% 41%

Toto Ltd Japan 5332 JP 6,284 25 22 2.6 2.4 12.2 10.8 38% 38% 11% 11%

Geberit Ag Switzerland GEBN VX 13,073 20 16 6.8 6.6 16.1 13.2 68% 68% 32% 39%

Masco Corp US MAS US 9,660 23 18 10.8 10.9 10.7 9.4 29% 30% 45% 56%

Average 22.1 18.6 7.1 6.7 13.2 11.5 50% 50% 34% 37%

Other home decoration and improvement
Lixil Group Corp Japan 5938 JP 6,020 20 13 1.1 1.0 9.4 7.7 26% 27% 5% 8%

Nichiha Corp Japan 7943 JP 546 12 11 1.1 1.0 5.5 4.7 36% 36% 9% 10%

Beacon Roofing US BECN US 1,571 22 18 1.7 1.6 10.9 8.7 23% 23% 8% 9%

Fortune Brands US FBHS US 7,341 22 18 3.0 2.6 13.1 10.4 34% 35% 14% 16%

Louisiana-Pacific US LPX US 2,474 29 2.3 2.2 33.5 8.7 11% 18% -5% 8%

Average 19.3 17.7 1.8 1.7 14.5 8.1 26% 28% 6% 10%

Average - global home decoration 21.1 18.0 4.5 4.0 13.1 9.9 36% 37% 21% 23%

Dongpeng China 3386.HK 648 7.0 6.3 1.4 1.2 4.2 3.3 37% 37% 22% 21%
vs. global home decorations peers -67% -65% -68% -69% -68% -67% 1.4ppt 0.1ppt 1.5ppt -2ppt

ROEP/E (x) P/B (x) EV/EBITDA (x) Gross margin
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disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.   

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.  
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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 

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.   
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