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Forecasts And Ratios 

Year End Dec 31 2013A 2014A 2015E 2016E 2017E 

Sales (CNYm) 16,988.2 18,902.3 20,967.6 23,631.5 26,461.4 

Reported NPAT (CNYm) 459.0 394.8 425.7 466.6 518.4 

Reported EPS FD(CNY) 0.36 0.31 0.33 0.36 0.40 

DB EPS FD(CNY) 0.36 0.31 0.33 0.36 0.40 

OLD DB EPS FD(CNY) 0.36 0.31 0.37 0.40 0.44 

% Change 0.0% 0.0% -10.5% -9.1% -7.4% 

DB EPS growth (%) -23.5 -14.0 7.8 9.6 11.1 

PER (x) 31.5 20.0 11.8 10.8 9.7 

EV/EBITDA (x) 11.0 5.0 1.9 1.1 0.3 

Yield (net) (%) 2.2 0.0 0.0 0.0 0.0 

Source: Deutsche Bank estimates, company data 
1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses 

the year end close 
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Key changes 

Price target 7.00 to 6.38 ↓ -8.9% 

Sales (FYE) 21,031 to 20,968 ↓ -0.3% 

Op prof 
margin (FYE) 

3.0 to 2.7 ↓ -11.9% 

Net profit 
(FYE) 

475.5 to 425.7 ↓ -10.5% 

Source: Deutsche Bank 
 

Price/price relative 
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HANG SENG INDEX (Rebased)               
  

Performance (%) 1m 3m 12m 

Absolute -15.9 -30.3 -32.6 

HANG SENG INDEX -6.6 -9.5 6.3 

Source: Deutsche Bank 
 

 

We cut Wumart's FY15-17E NP by 7-10% on lower-than-expected 1H15. Our 
new target price is HK$6.38 (from HK$7).  The company achieved 4.2% SSSg 
in 1H15 but at the expense of promotions. Into 2H, SSSg is likely to normalize. 
It seeks to offset opex increase (especially staff cost) with GPM improvement 
(via more direct sourcing and scale). We maintain Buy on its attractive 
valuation and believe its long-term potential remains intact. 

To build a strong fresh food business 
Management will focus on the merchandise management by optimizing its 
product portfolio to better meet customer needs. For fresh food, it has 
increased its sales mix from 27% a couple of years earlier to 33% currently, 
backed by its effort in the farm-supermarket and direct purchase from 
production bases. It is also opening up channels for importing agricultural 
products. We expect the fresh food business to lead top-line growth. 

2H15: expanding regional operations for long-term foundation 
The company aims to add 13 superstores in 2H15, with eight superstores in 
Hangzhou. For full-year 2015, it will increase its presence in Hangzhou by 13 
stores. This will bring its superstores count to 52 (30% of its total number of 
superstores) in Hangzhou by end-2015. We believe its regional operation 
experiences will better help its penetration in Hanghzou. Separately, it is 
testing the warehouse membership store format in Beijing. We like these 
initiatives although these are still in the trial-and-error stage. 

Lowering target price to HKD6.38; risks 
1HFY15 results were below our expectation on lower-than-expected GP margin 
due to the continued overall low-price strategy. We cut our FY15-17E EPS by 
7-10% to factor in less rental income and lower merchandise GPM as the 
promotion is to continue. We use DCF to arrive at out TP with WACC of 9.5% 
(RFR 3.9%; TGR 2%). Our new target price implies 14.0x FY16E PE, which is in 
line with its historical one-year average PE. Key downside risks are costs and 
competition. 
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Running the numbers 
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Reuters: 1025.HK Bloomberg: 1025 HK 
 

Buy 
Price (22 Jul 15) HKD 4.89 

Target Price HKD 6.38 

52 Week range HKD 4.28 - 7.99 

Market Cap (m) HKDm 6,265 

 USDm 808 
 

Company Profile 

Wumart Stores is engaged in the operation of superstores 
and mini-marts, carrying out business in Beijing, Tianjin 
and Zhejiang. 

Price Performance 
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+852   2203 6177 anne.ling@db.com 
  

 Fiscal year end  31-Dec 2012 2013 2014 2015E 2016E 2017E 
 

Financial Summary 

DB EPS (CNY) 0.47 0.36 0.31 0.33 0.36 0.40 

Reported EPS (CNY) 0.47 0.36 0.31 0.33 0.36 0.40 

DPS (CNY) 0.21 0.25 0.00 0.00 0.00 0.00 

BVPS (CNY) 2.8 2.9 3.0 3.3 3.6 4.1 
 

Weighted average shares (m) 1,285 1,281 1,281 1,281 1,281 1,281 

Average market cap (CNYm) 16,282 14,464 7,891 5,019 5,019 5,019 

Enterprise value (CNYm) 14,497 12,224 5,342 1,986 1,232 398 
 

Valuation Metrics 
P/E (DB) (x) 27.1 31.5 20.0 11.8 10.8 9.7 

P/E (Reported) (x) 27.1 31.5 20.0 11.8 10.8 9.7 

P/BV (x) 4.92 3.45 1.79 1.19 1.07 0.97 
 

FCF Yield (%) 4.7 6.3 6.5 9.8 15.3 16.9 

Dividend Yield (%) 1.7 2.2 0.0 0.0 0.0 0.0 
 

EV/Sales (x) 0.9 0.7 0.3 0.1 0.1 0.0 

EV/EBITDA (x) 11.9 11.0 5.0 1.9 1.1 0.3 

EV/EBIT (x) 17.4 18.0 8.4 3.6 2.0 0.6 
 

Income Statement (CNYm) 

Sales revenue 15,363 16,988 18,902 20,968 23,632 26,461 

Gross profit 3,386 3,965 4,589 5,015 5,781 6,635 

EBITDA 1,221 1,115 1,079 1,066 1,166 1,273 

Depreciation 386 436 444 508 557 596 

Amortisation 0 0 0 0 0 0 

EBIT 835 678 635 558 609 677 

Net interest income(expense) 16 33 19 27 34 39 

Associates/affiliates 12 14 10 14 14 14 

Exceptionals/extraordinaries 3 -9 -108 0 0 0 

Other pre-tax income/(expense) 0 0 0 0 0 0 

Profit before tax 865 716 557 599 657 730 

Income tax expense 227 222 140 150 164 182 

Minorities 37 35 22 24 26 29 

Other post-tax income/(expense) 0 0 0 0 0 0 

Net profit 602 459 395 426 467 518 
 

DB adjustments (including dilution) 0 0 0 0 0 0 

DB Net profit 602 459 395 426 467 518 
 

Cash Flow (CNYm) 

Cash flow from operations 1,676 1,613 921 1,165 1,357 1,431 

Net Capex -908 -708 -404 -671 -591 -582 

Free cash flow 768 905 517 494 766 849 

Equity raised/(bought back) 0 0 0 0 0 0 

Dividends paid -257 -235 -282 0 0 0 

Net inc/(dec) in borrowings 0 0 0 0 0 0 

Other investing/financing cash flows 18 -214 86 0 0 0 

Net cash flow 529 456 321 494 766 849 

Change in working capital 711 707 40 232 307 284 
 

Balance Sheet (CNYm) 

Cash and other liquid assets 2,245 2,758 3,557 4,051 4,817 5,665 

Tangible fixed assets 3,410 3,621 3,633 3,796 3,829 3,816 

Goodwill/intangible assets 0 0 0 0 0 0 

Associates/investments 245 250 251 265 279 293 

Other assets 4,168 4,790 4,924 5,263 5,701 6,167 

Total assets 10,067 11,420 12,365 13,375 14,627 15,941 

Interest bearing debt 525 582 1,060 1,060 1,060 1,060 

Other liabilities 5,831 6,945 7,324 7,885 8,644 9,412 

Total liabilities 6,355 7,527 8,384 8,945 9,704 10,472 

Shareholders' equity 3,532 3,707 3,781 4,207 4,674 5,192 

Minorities 180 186 199 223 249 278 

Total shareholders' equity 3,712 3,893 3,981 4,430 4,923 5,470 

Net debt -1,720 -2,176 -2,497 -2,991 -3,757 -4,605 
 

Key Company Metrics 

Sales growth (%) 5.5 10.6 11.3 10.9 12.7 12.0 

DB EPS growth (%) 2.4 -23.5 -14.0 7.8 9.6 11.1 

EBITDA Margin (%) 7.9 6.6 5.7 5.1 4.9 4.8 

EBIT Margin (%) 5.4 4.0 3.4 2.7 2.6 2.6 

Payout ratio (%) 44.8 70.1 0.0 0.0 0.0 0.0 

ROE (%) 17.9 12.7 10.5 10.7 10.5 10.5 

Capex/sales (%) 5.9 4.2 2.1 3.2 2.5 2.2 

Capex/depreciation (x) 2.4 1.6 0.9 1.3 1.1 1.0 

Net debt/equity (%) -46.3 -55.9 -62.7 -67.5 -76.3 -84.2 

Net interest cover (x) nm nm nm nm nm nm 
  

Source: Company data, Deutsche Bank estimates 
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Company update 

Valuation – Lowering TP to HKD6.38; maintaining Buy 

1HFY15 results came out below our expectation on lower-than-expected GP 

margin mainly due to the continued overall low-price strategy. We cut our 

FY15-17E EPS by 7-10% to factor in: 1) less rental income on traffic slowdown 

and less rental raise as new tenants require a long-term lease; and 2) lower 

merchandise GPM as the price promotion (started at the end of May 2014) will 

continue. We lower our DCF-based target price by 9% to HKD6.38. This 

implies 14.0x FY16E PE, which is in line with its historical one-year average PE. 

We believe the current share price (11x FY16E PE) offers an attractive entry 

point and thus we maintain our Buy recommendation. 

We use a WACC of 9.5% (a risk-free rate of 3.9%, an ERP of 5.6%, a beta of 

1.0 and target D/DE of 0). We use a terminal growth rate of 2%, in line with the 

2-2.5% terminal growth range we use for Chinese consumer stocks. In order to 

be more conservative, we adjust net cash by deducting the net working 

capital.  

Downside risks: 1) rising operating costs, 2) intensified competition from 

foreign and online players, 3) CPI weakness, and 4) slowdown in acquisitions. 

Figure 1: Key changes 

 Current forecast Previous forecast Market forecast % change vs. previous 
forecast 

Diff. from market 
forecasts 

YE 31Dec, RMBm FY15E FY16E FY17E FY15E FY16E FY17E FY15E FY16E FY17E FY15E FY16E FY17E FY15E FY16E FY17E 

Sales  20,968  23,632  26,461  21,031  23,422  26,125  22,450  24,569  26,483  0% 1% 1% -7% -4% 0% 

EBIT 558  609  677  635  680  735  595  623  658  -12% -10% -8% -6% -2% 3% 

Net profit 426  467  518  476  514  560  434  455  500  -10% -9% -7% -2% 3% 4% 
Source: Deutsche Bank estimates, Bloomberg Finance LP, Company data 

 

Figure 2: One-year forward PE band  Figure 3: One-year forward PE vs. historical average 
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2H15 outlook 

Continuing with overall low-price strategy – targeting top-line growth 

Wumart plans to continue pursuing its low-price strategy to drive top-line 

growth. It believes this will eventually improve its GP margin as it will have 

better bargaining power with suppliers backed by its increased sourcing scale. 

To recap, it lowered its ticket price by 8-20% for entire categories excluding 

fresh food and CE products from May 2014. It will maintain the competitive 

pricing for c.5,000 SKUs out of the 19,000-20,000 SKUs in its superstores.  

Mild SSSg in 2H15 

We believe a mild SSSg in 2H15 is more reasonable as the promotion started 

in May 2014. In June, we believe SSSg saw a slight decline (4% in 1H15) in 

Beijing, while it was down to 4% in Zhejiang (6% in 1H15). 

Store opening focus on Eastern China; new store format 

It plans to add 13 superstores (eight in Huangzhou, one in Hebei and four in 

Beijing) in 2H15, taking the full-year number to 23 newly opened superstores. 

The majority of the new openings are in Eastern China. Compared with the 

Beijing market, management believes Eastern China is less competitive and 

has great potential to grow. However, the Eastern China stores will take more 

time to get mature due to the lower consumption power. 

Separately, it is testing the warehouse membership store format in Beijing. It 

has learnt from Sam’s Club to offer mid-to-high-end products with a low price 

to attract traffic. It believes Yonghui (601933.SS, Buy) is the only relevant 

competitor in Beijing, as Yonghui has accelerated its expansion since 2H14.  

Capex is budgeted at RMB600-700m for 2015 vs. RMB400m in 2014. It plans 

to add 25 superstores in 2015, after adding 13 in 2014. 

O2O initiatives  

It has tried different O2O implementation strategies. It introduced mobile 

payment in its stores allied with Wechat and Alipay. It also tested the micro 

shop business (B2B2C), i.e. when consumers place an online order, online 

vendors source the merchandise from Wumart’s offline stores and then deliver 

to the end users. However this was only a small test. The company does not 

have a plan to launch into e-commerce as it has not seen a profitable business 

model yet.  

Online competition environment in Beijing 

In Beijing, JD and Yihaodian are the key online retailers for general 

merchandise. The key online food retailers are Benlai (本来生活), Tootoo (沱沱公

社), and Womai (我买网), which mainly offer organic/high-end fresh food and 

packaged food with a relatively higher retail price.  

ETR is at 25-26% for 2015. 

1HFY15 review 

Net profit declined 20% yoy on erosion of GP margin 

Net profit decreased by 20% yoy to RMB247m, while sales increased by 12% 

yoy to RMB11.7bn. Sales were in line with our expectation, but net profit was 
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10% below our forecast mainly due to the lower-than-expected GP margin. The 

company declared a nil interim dividend (nil for 1H14). 

Key highlight of 1H15 results 

Sales revenue. Merchandise sales increased 11.9% yoy to RMB10.3bn, mainly 

driven by store expansion and SSSg. By product, packaged food accounted for 

44% of total sales, followed by fresh food (33%), detergent (12%), soft goods 

(3%), hard goods (3%) and CE (4%).  

The fresh food unit achieved a high-speed growth in 1H15. It grew 13% yoy in 

Beijing despite a high base. It rose 78% yoy in Eastern China, benefiting from 

replicating the experience in Beijing and store expansion.  

Figure 4: Sales mix trend 

 Sales mix (1H15) Sales mix (2-3 years before) Comment 

Packaged food  44% 40% Less affected from online, as consumers still go to shops for the 
fresh milk and yogurt  

Fresh food  33% 27% It has grown the farm base and added high-end products such as 
imported meat and sea food products. Key area to increase its sales 

mix 

Detergent  12% 15% Impacted by e-commerce 

Soft goods (apparel) 3% 4.5-5% Impacted by e-commerce 

Hard goods (furniture) 3% 4.5-5% Impacted by e-commerce 

CE  4% 5% Operated by Gome in Beijing 

Subtotal 99% 97%  

Source: Deutsche Bank, company data 

SSSg was 4.2%, up from 0.9% in 1H14, mainly attributable to the promotion 

and the low base effect, as the promotion was launched at the end of May 

2014. SSSg was mainly driven by ticket value, while traffic was flat. By region, 

it was 4% in Beijing and 6% in Eastern China. For fresh food, it was 9%/20% in 

Beijing and Eastern China. 

Store network. It added 12 superstores (6 in Beijing/Hebei, 1 in Tianjin and 5 in 

Zhejiang) and 20 mini-marts (9 in Beijing and 11 in Zhejiang). 

Gross profit. Consolidated GP margin decreased by 0.9ppt to 19.4%, due to the 

low-price strategy. By product, fresh food was 13-14%, packaged food and 

detergent at average GPM, and soft/hard goods at 20-30%. 

SG&A as percentage of sales was flat at 18.2%. Staff cost as percentage of 

sales declined 0.3ppt to 6.4%, thanks to the optimizing of management 

structure at the store level. Staff headcount reduced by 3% yoy to 27,290 as of 

end-1H15, due to a flattened management structure and an integration of the 

back office.  

EBIT decreased by 19% yoy to RMB321m and EBIT margin was 3.2% (4.5% in 

1H14). 

Cash position. It had net cash of RMB2.2bn vs. RMB2.4bn as of end of FY14. It 

established the Finance Co in May and deposited RMB709m with the central 

bank and other financial institutions.  

It issued bill receivables in Feb/Mar amounting to RMB1.5bn to its subsidiary; 

this is secured by a bank deposit of an equivalent amount. The bills receivable 
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were discounted by the subsidiary subsequently at a discount rate of 2-4% 

(deposited rate of 3-5%). The discounting fee was RMB26m for the bank bills 

and was charged in admin expense.  

Cooperation with Gome in CE segment 

Wumart is satisfied with its tie-up with Gome in the CE segment. The gross 

sales of CE products rose 20% yoy vs. 10-20% yoy decline in the past two 

years. Gome caters more SKUs and newly launched products. The price is 

competitive backed by its sourcing scales. In addition, Wumart does not take 

the inventory and does not bear the staff cost. The cooperation is currently 

only in Beijing.  

Figure 5: P&L estimates  

YE Dec RMBmn 2010 2011 2012 2013 2014 2015F 2016F 2017F 1H13 2H13 1H14 2H14 1H15 2H15E

P&L

Sales of goods 12,572 14,563 15,363 16,988 18,902 20,968 23,632 26,461 8,486     8,502     9,212     9,690     10,266    10,702    

% growth 19.6% 15.8% 5.5% 10.6% 11.3% 10.9% 12.7% 12.0% 11.3% 9.9% 8.5% 14.0% 11.4% 10.4%

Contribution mix 50.0% 50.0% 48.7% 51.3% 49.0% 51.0%

Cost of sales (11,446)    (13,244)     (13,948)      (15,089)      (17,049)      (19,068)      (21,410)      (23,868)      (7,654)    (7,435)    (8,311)    (8,737)    (9,414)     (9,653)     

Gross profit 1,125       1,319        1,415         1,899         1,854         1,900 2,221 2,593 832        1,067     901        953        851 1,049

Other revenues 1,675 1,833 1,971 2,066 2,735 3,115 3,559 4,042 1,070     996        1,221     1,514     1,414      1,701      

Total Gross profit 2,801       3,152        3,386         3,965         4,589         5,015         5,781         6,635         1,902     2,063     2,122     2,467     2,265      2,750      

% growth

Cost of sales 19.5% 15.7% 5.3% 8.2% 13.0% 11.8% 12.3% 11.5% 11.3% 5.1% 8.6% 17.5% 13.3% 10.5%

Gross profit 20.9% 17.2% 7.3% 34.2% -2.4% 2.5% 16.9% 16.7% 10.8% 60.6% 8.3% -10.7% -5.5% 10.1%

Other revenues 31.9% 9.4% 7.5% 4.8% 32.4% 13.9% 14.3% 13.6% 13.5% -3.1% 14.1% 52.0% 15.8% 12.3%

Total Gross profit 27.2% 12.5% 7.4% 17.1% 15.7% 9.3% 15.3% 14.8% 12.3% 21.9% 11.6% 19.6% 6.8% 11.4%

Margin %

Gross margin 9.0% 9.1% 9.2% 11.18% 9.81% 9.06% 9.40% 9.80% 9.80% 12.55% 9.78% 9.83% 8.29% 9.80%

Total Gross margin 22.3% 21.6% 22.0% 23.3% 24.3% 23.9% 24.5% 25.1% 22.4% 24.3% 23.0% 25.5% 22.1% 25.7%

Consolidated Gross margin in presentation 19.7% 19.2% 19.5% 20.8% 21.2% 20.8% 21.3% 21.8% 19.9% 21.7% 20.3% 22.0% 19.4% 22.2%

Total OP cost (2,023)      (2,228)       (2,551)        (3,287)        (3,954)        (4,457)        (5,171)        (5,958)        (1,401)    (1,886)    (1,712)    (2,242)    (1,934)     (2,523)     

Staff costs (670)         (738)         (932)           (1,167)        (1,431)        (1,583)        (1,889)        (2,245)        (504)       (663)       (696)       (735)       (745)        (838)        

Rental expenses (543)         (666)         (737)           (927)           (1,140)        (1,325)        (1,577)        (1,861)        (418)       (509)       (522)       (618)       (602)        (723)        

Depreciation and amortisation (324)         (386)         (386)           (436)           (444)           (508)           (557)           (596)           (167)       (270)       (193)       (251)       (205)        (302)        

Other operating cost (481)         (433)         (491)           (751)           (934)           (1,036)        (1,142)        (1,251)        (312)       (439)       (301)       (633)       (382)        (654)        

% growth 31.7% 10.1% 14.5% 28.8% 20.3% 12.7% 16.0% 15.2% 17.8% 38.4% 22.2% 18.9% 13.0% 12.5%

Staff costs 32.2% 10.3% 26.2% 25.2% 22.6% 10.6% 19.3% 18.8% 17.2% 32.1% 38.2% 10.8% 7.0% 14.1%

Rental expenses 33.2% 22.5% 10.7% 25.8% 22.9% 16.2% 19.1% 18.0% 20.1% 30.8% 24.7% 21.5% 15.3% 16.9%

Total depreciation and amortisation 43.5% 19.0% -0.1% 13.2% 1.7% 14.5% 9.7% 6.9% 0.8% 22.4% 15.7% -7.0% 6.7% 20.4%

Other operating cost 23.0% -10.1% 13.5% 52.9% 24.3% 10.8% 10.3% 9.5% 27.3% 75.0% -3.4% 44.0% 26.8% 3.3%

As % of sales 16.1% 15.3% 16.6% 19.3% 20.9% 21.3% 21.9% 22.5% 16.5% 22.2% 18.6% 23.1% 18.8% 23.6%

Staff costs 5.3% 5.1% 6.1% 6.9% 7.6% 7.6% 8.0% 8.5% 5.9% 7.8% 7.6% 7.6% 7.3% 7.8%

rental expenses 4.3% 4.6% 4.8% 5.5% 6.0% 6.3% 6.7% 7.0% 4.9% 6.0% 5.7% 6.4% 5.9% 6.8%

Depreciation and amortization 2.6% 2.7% 2.5% 2.6% 2.3% 2.4% 2.4% 2.3% 2.0% 3.2% 2.1% 2.6% 2.0% 2.8%

Other operating cost 3.8% 3.0% 3.2% 4.4% 4.9% 4.9% 4.8% 4.7% 3.7% 5.2% 3.3% 6.5% 3.7% 6.1%

Operating profit (EBIT) 777          924 835 678 635 558 609 677 501 177 410 225 331 227

% growth 16.9% 18.9% -9.6% -18.8% -6.4% -12.1% 9.2% 11.1% -0.8% -46.4% -18.2% 27.3% -19.2% 0.8%

Margin as a % of sales 6.2% 6.3% 5.4% 4.0% 3.4% 2.7% 2.6% 2.6% 5.9% 2.1% 4.5% 2.3% 3.2% 2.1%

Contribution mix 73.9% 26.1% 64.6% 35.4% 59.3% 40.7%

Net finace income (expense) (3)            12            16              33              19              27              34              39              (15)         49          7            12          24          4            

Associate and JV 10           9              12              14              10              14              14              14              5 9 5 6 7 7

Exceptional Item (8)            (82)           3               (9)              (108)           -             -             -             -         (9)           -         (108)       -         -         

Profit before taxation 777          864          865            716            557            599            657            730            491        226        421        135        362         238         

Taxation (218)         (245)         (227)           (222)           (140)           (150)           (164)           (182)           (131)       (92)         (101)       (39)         (102)        (48)         

% Effective tax rate 27.7% 25.9% 26.3% 30.6% 21.1% 25.0% 25.0% 25.0% 26.6% 39.1% 23.9% 16.2% 28.3% 20.0%

Profit for the year 560 619 639 494 417 449 493 547 360 134 321 96 259 190

Minority interest (30)          (32)           (37)             (35)             (22)             (24)             (26)             (29)             (20)         (15)         (14)         (8)           (12)         (11)         

Net Profit 530          586          602            459            395            426            467            518            340        119        306.7     88          247.0      178.7      

net profit growth 21.0% 10.6% 2.7% -23.7% -14.0% 7.8% 9.6% 11.1% 0.4% -54.8% -9.8% -25.9% -19.5% 102.8%

net margin 4.2% 4.0% 3.9% 2.7% 2.1% 2.0% 2.0% 2.0% 4.0% 1.4% 3.3% 0.9% 2.4% 1.7%

Contribution mix 74% 26% 78% 22% 58% 42%  
Source: Deutsche Bank estimates, company data 
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Appendix 1 
 

Important Disclosures 
 

Additional information available upon request 
 

Disclosure checklist 

Company Ticker Recent price* Disclosure 

Wumart Stores 1025.HK 4.88 (HKD) 22 Jul 15 NA 
*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Other 
information is sourced from Deutsche Bank, subject companies, and other sources.  For disclosures pertaining to recommendations or estimates made on securities other than the 
primary subject of this research, please see the most recently published company report or visit our global disclosure look-up page on our website at 
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr.        
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=1025.HK 
 

Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the 
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive 
any compensation for providing a specific recommendation or view in this report. Anne Ling 
     

Historical recommendations and target price: Wumart Stores (1025.HK) 
(as of 7/22/2015) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated 
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated 
Suspended Rating 

*New Recommendation Structure 
as of September 9,2002 

 

1.     26/07/2013:         Buy, Target Price Change HKD16.50 4.     17/08/2014:         Buy, Target Price Change HKD8.20 

2.     12/03/2014:         Buy, Target Price Change HKD10.05 5.     12/03/2015:         Buy, Target Price Change HKD7.00 

3.     23/07/2014:         Buy, Target Price Change HKD8.80  
  
   

http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=1025.HK
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Equity rating key Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total 
share-holder return (TSR = percentage change in 
share price from current price to projected target price 
plus pro-jected dividend yield ) , we recommend that 
investors buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not 
recommend either a Buy or Sell. 
Notes: 

1. Newly issued research recommendations and 
target prices always supersede previously published 
research. 
2. Ratings definitions prior to 27 January, 2007 were: 

Buy: Expected total return (including dividends) 
of 10% or more over a 12-month period 
Hold: Expected total return (including 
dividends) between -10% and 10% over a 12-
month period 
Sell: Expected total return (including dividends) 
of -10% or worse over a 12-month period 
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Regulatory Disclosures 

1.Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 

"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

2.Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 

consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the 

SOLAR link at http://gm.db.com. 

  

https://gm.db.com/equities
http://gm.db.com/
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Additional Information 

 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 

"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources 

believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. 

 

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own 

account or with customers, in a manner inconsistent with the views taken in this research report. Others within 

Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those 

taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, 

equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication 

may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or 

otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on. 

 

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment 

banking revenues. 

 

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do 

not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no 

obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or 

estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational 

purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any 

particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial 

instruments discussed in this report may not be suitable for all investors and investors must make their own informed 

investment decisions. Prices and availability of financial instruments are subject to change without notice and 

investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is 

denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the 

investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are 

current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and 

other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.  

 

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise 

to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash 

flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a 

loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the 

loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse 

macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation 

(including changes in assets holding limits for different types of investors), changes in tax policies, currency 

convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and 

settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed 

income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to 

FX depreciation, or to specified interest rates – these are common in emerging markets. It is important to note that the 

index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended 

to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon 

rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is 

also important to acknowledge that funding in a currency that differs from the currency in which coupons are 

denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to 

the risks related to rates movements.  

 

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. 

The appropriateness or otherwise of these products for use by investors is dependent on the investors' own 

circumstances including their tax position, their regulatory environment and the nature of their other assets and 

liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar 
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to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can 

be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be 

incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable 

for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized 

Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the 

website please contact your Deutsche Bank representative for a copy of this important document. 

 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) 

exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by 

numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed 

exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are 

affected by the currency of an underlying security, effectively assume currency risk.  

 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction.  

 

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and 

SIPC. Non-U.S. analysts may not be associated persons of Deutsche Bank Securities Incorporated and therefore may not 

be subject to FINRA regulations concerning communications with subject company, public appearances and securities 

held by the analysts. 

 

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated 

in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under 

German Banking Law (competent authority: European Central Bank) and is subject to supervision by the European 

Central Bank and by BaFin, Germany’s Federal Financial Supervisory Authority. 

 

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester 

House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the 

Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial 

Conduct Authority. Details about the extent of our authorisation and regulation are available on request.  

 

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.  

Korea: Distributed by Deutsche Securities Korea Co.  

 

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register 

Number in South Africa: 1998/003298/10).  

 

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles 

Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters 

arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who 

is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and 

regulations), they accept legal responsibility to such person for its contents.  

 

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 

instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, 

Type II Financial Instruments Firms Association, The Financial Futures Association of Japan, and Japan Investment 

Advisers Association. Commissions and risks involved in stock transactions - for stock transactions, we charge stock 

commissions and consumption tax by multiplying the transaction amount by the commission rate agreed with each 

customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in 

foreign stocks can lead to additional losses stemming from foreign exchange fluctuations. We may also charge 

commissions and fees for certain categories of investment advice, products and services. Recommended investment 

strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market 

and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial products 

http://www.optionsclearing.com/about/publications/character-risks.jsp
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and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. 

"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan 

unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese listed companies not 

written by analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. 

Some of the foreign securities stated on this report are not disclosed according to the Financial Instruments and 

Exchange Law of Japan.  

 

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may 

from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank 

may engage in transactions in a manner inconsistent with the views discussed herein. 

 

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre 

Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall 

within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower, 

West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related 

financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre 

Regulatory Authority. 

 

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, 

any appraisal or evaluation activity requiring a license in the Russian Federation. 

 

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the 

Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall 

within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya 

District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.  

 

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated 

by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services 

activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 

International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been 

distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as 

defined by the Dubai Financial Services Authority. 

 

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product 

referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please 

refer to Australian specific research disclosures and related information at 

https://australia.db.com/australia/content/research-information.html  

 

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the 

meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 

Additional information relative to securities, other financial products or issuers discussed in this report is available upon 

request. This report may not be reproduced, distributed or published by any person for any purpose without Deutsche 

Bank's prior written consent. Please cite source when quoting.  
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