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Company Research 
Results Review 

See the last page of this report for important disclosures 

Genscript Biotech (1548 HK) 
Smarter cost balance 
On 18 Mar, Genscript Biotech announced its FY17 core profit at 

USD35m, climbed 52% y-o-y and beat ours of USD29m, on smaller 

operating cost (opex) to sales. This was due to R&D cost having 

covered by adding new Cell Therapy sales, derived from booking 

Janssen Biotech‘s USD350m and milestone payment. Post 

Management road-show with us on 19 Mar, we see this P&L booking 

will continue to cover its high R&D cost for CAR-T as installments. 

Keep BUY with higher SOTP-TP at HKD36.20 on lower opex to sales. 
 
 

FY17 Result beat on smaller opex to sales. 
Genscript reported FY17 net profit at USD26m, flat growth y-o-y. Core profits after 
exchange gain/loss and other one-off items, came in USD35m, climbed 52% y-o-y 
and beat our estimate of USD29m. This was due to smaller operating expenses to 
sales after taking out R&D cost, having covered by the same extent from booking 
the new Cell Therapy sales. This sales was derived from Janssen’s USD350m 
contribution plus milestone payment agreed in Dec 2017. Post Management road-
show, we see this P&L booking will continue to cover its high R&D cost for CAR-T, 
similar to installments. On the good integration of its preclinical drug development 
services with the main business, we keep our biosciences services and products 
sales to grow at high-twenties of 25%/ 26% y-o-y in FY18F-19F (FY17:23%).  

Edging up GPM on more Cell Therapy sales. 
In light of its (1) improving industrial enzyme sales with successful revamp and 
three to four times increase in production capacity in the next few years; (2) 
booking of new Cell Therapy sales for R&D, our revenue forecast is lifted by 
23%/27% in FY18F-19F to USD207m and USD284m. Same for margin, post 
inserting 100% GPM for new Cell Therapy sales, our blended FY18F-19F GPMs are 
up 70/150bps to 71.0%/70.3% with FY17 at 68.5%. 

Raising FY18F-19F net profit estimate by 13% and 2%. 
After our cut in the adjusted opex to sales ratio (without R&D cost) to 33.7% (from 
60.5%) in FY18F and 38.3% in FY19F (from 59.5%) versus FY17 at 34.9%, we lift our 
earnings by 13% and 2% in FY18F-19F to USD47m(+34% Y-o-y) and USD57m (+22% 
y-o-y). We see its R&D cost to sales would be 17.0% (USD35m) and 15% (USD43m) 
of total revenue in FY18F-19F against 28.5% (USD48m) and 28.7% (USD64m) 
previously. Further, with its partnership with Janssen Biotech, Genscript will pack 
up its data in good shape for US’s IND approval by end-April 2018, likely to be 
approved by end-May but a delay from our expected end-1Q18. 

SOTP-TP rises to HKD36.20 (from HKD34.50); Keep BUY. 
Our new SOTP-derived TP of HKD36.20 comprises (1) existing product sales at 
HKD11.04/s (from HKD8.66) whose implied FY18F core P/E stands at 61.3x (or 3.2x 
PEG) (from 54.1x); and (2) CAR-T R&D valuation at HKD25.16/s. Key risk: Slower or 
failure of CAR-T drug approval and clinical trials, impairing its stock price. 

Figure 1: Financial Summary 

Year to Dec 31  (USDm) FY16A FY17A FY18F FY19F FY20F 

Revenue 115 153 207 284 347 

Reported Profit 26 26 47 57 69 

Underlying Profit 23 35 47 57 69 

Underlying EPS (USD) 0.013 0.020 0.023 0.028 0.034 

DPS (USD) 0.00 0.0 0.00 0.00 0.00 

P/E (x) 248.0 165.1 144.2 118.7 98.0 

Dividend Yield (%) 0.0 0.0 0.0 0.0 0.1 

P/B (x) 32.02 26.41 11.40 11.70 11.67 

Underlying EPS growth (%) (0.2) 50.2 14.5 21.5 21.2 

EV to EBITDA(x) 183.0 111.7 97.2 72.8 59.7 
 

Source: Company data, Guosen Securities (HK) Research 

China  Healthcare 
Biotech & Pharma 

20 March 2018 BUY 
Target price ▲ HKD36.20 

Previous Rec/Target Buy | HKD34.50 

Last price (19 Mar 18) HKD26.10 
Upside/downside (%) 38.7 

HSI 31513.76 

Mkt cap (HKDb/USDb) 45.4/5.8 

52 week range (HKD) 3.10 - 34.00 

Avg trading volume daily (USDm) 84.83 

Free float (%) 28.0% 
Source: Bloomberg   
  

Performance 

 
Source: Bloomberg  
 
 
Performance 1M 3M 12M 

Absolute (%) 11.1 59.9 401.0 

Absolute (USD, %) 10.8 59.4 395.8 
Relative to HSI (%) 9.8 52.2 371.3 
Source: Bloomberg 
 
 

Company background 

Founded in 2002 in New Jersey, Genscript sells variety of 
biotech or biochemical products to over 5,000 customers from 
biotech or drug-maker companies, educational sector 
(universities and research institutes), and government bodies/ 
distributors of over 100 countries. Their major production 
centre are based in Nanjing, China. Their product types range 
from antibody service project, enzyme to gene synthesis 
project for customers. North America, Europe and China 
derived 54%/16%/17% of 2017 total revenue, with another 9% 
derived from Asia excluding Japan and China. Through its 
subsidiary Nanjing Legend, Genscript also engages in CAR-T 
therapy of blood cancer types, joining the most exciting 
medical area research currently. The company hired over 
1,300 staff worldwide. Its major shareholders include: (1) 
Zhang Fangliang (Chairman & CEO) (58.7%) and (2) KPCB China 
Associates (10.2%). 

Source: Bloomberg, Company data and  Guosen Securities 
(HK) Research 
 
Jason Siu PhD 
SFC CE No.: AVV237  
+852 2899 6747 
jason.siu@guosen.com.hk 
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2017 Result beat; lifting FY18F-19F earnings 

Result beat on smaller opex to sales. 

On 18 March 2018, Genscript Biotech (Genscript) reported FY17 net profit at USD26m, flat growth 

y-o-y. Core earnings excluding exchange gain/loss, share-based payment and other one-off items, 

came in at USD35m which climbed 52% y-o-y and beat our estimate of USD29m. Total revenue of 

USD153m surged 33% y-o-y, beat our estimate by 17%.  

Result beat was due to smaller operating expenses (adjusted) to sales after taking out R&D cost, 

having covered by the same extent from booking the new Cell Therapy sales. This Cell Therapy 

sales is derived from Janssen’s USD350m contribution plus other milestone payment, which had 

been agreed in Dec 2017. Post Management road-show with us on 19 Mar, we see this P&L 

booking will continue to cover its high R&D cost for CAR-T in the next few years, similar to 

installment method. Without this Cell Therapy sales, its 2017 revenue could have been RMB134m, 

up 17% y-o-y. The company also consolidated its research services sales from general biotech 

research services, research catalog products and preclinical research services, whose combined 

revenue at USD123m rose 14% y-o-y, consistent with our estimate. In light of its (1) better gene 

synthesis services on integration with Customarray; and (2) close to finish the streamlining of 

preclinical drug development services with its main business, we fine-tune our biosciences services 

production sales by +1%/+2% in FY18F-19F at USD153m/ USD193m. It implies this segment to 

grow at high-twenties of 25% y-o-y/ 26% y-o-y in FY18F-19F (FY17:23%). In light of its industrial 

enzyme sales (1) outpaced our estimate by 23%; (2) close to finish its revamp; and (3) to have 

three to four times increase in production capacity in the next few years, we raise enzyme sales by 

31% and 36% in FY18F-19F. Coupled with factoring in the new Cell Therapy sales booking for R&D, 

our revenue forecast is lifted by 23%/27% in FY18F-19F to USD207m and USD284m. 

Edging up gross margin on more Cell Therapy sales 

Blended gross margin (GPM) of 68.5% beat our estimated of 67.7%, on booking 100% GPM for new 

Cell Therapy sales. Excluding this new segment, blended GPM could have been 64.2% (2H17: 

61.1%), down from FY16's 66.4% (2H16: 65.5%) versus 1H17 of 67.7%. This was mainly due to 

smaller margin from overall biotech research services at 67.8% (2H17: 65.2%), compared to FY16's 

69.2% (2H16: 69.5%). Part of the reason was to switch its preclinical drug development services to 

other gene and protein synthesis work. Therefore, we edge up our blended GPM in FY18F-19F by 

70bps and 150bps to 71.0%/70.3%. 

Raising FY18F-19F net profit forecast by 13% and 2%. 

Post road-show with management on 19 March, we see its R&D cost to sales would be 17.0% 

(USD35m) and 15% (USD43m) of total revenue in FY18F-19F from 28.5% (USD48m) and 28.7% 

(USD64m) previously. Note that, stripping out the R&D cost impact from its having covered by 

Janssen’s Cell Therapy sales, Genscript’s opex to sales ratio in 2017 stood at 34.9% smaller than 

our estimated 41.5% (FY16: 44.7%). So, we cut the adjusted opex-to-sales ratio (without R&D cost) 

to 33.7% (from 60.5%) in FY18F and 38.3% in FY19F (from 59.5%). Albeit of larger tax rate in 2017 

at 29.9% versus ours 17.7% (2016: 18.4%) on larger taxable money (USD350m) from Janssen, its 

earnings beat our forecast partly due to adding back more foreign exchange loss at USD7m versus 

2016 of an exchange gain at USD6m. As we fine tune our already-high tax rate to 19.0% in FY18F-

19F, our earnings now lifts by 13% and 2% in FY18F-19F to USD47m (+34% y-o-y) and USD57m 

(+22% y-o-y) respectively. 

Later than expected booking of cash from Janssen Biotech. 

It is worth noting that, both receivable and inventory days had multiplied up to 329 days and 42 

days respectively versus 2016 of a mere 59 days and 30 days. The bigger receivable days were due 

to longer than expected timed needed for the cash delivered from Janssen Biotech. We expect its 

receivable amount in FY18 will return to USD47m from FY17 of USD255m (FY16:20m) and to 

USD45m in FY19F, corresponding to 266 days and 59 days respectively. Moreover, on some tough 

sales in industrial enzyme, this led to higher inventory days in 2017. Further, the company did not 

2017 result beat; lifting 

FY18F-19F earnings 

Raising FY18F-19F net 
profit forecast by 13% and 
2%. 
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declare any final dividend in FY17, compared to HKD1.22cents in 2016 (10% payout ratio) on 

retaining money for business expansion. 

 
 
 

CAR-T therapy likely fares well 

Genscript’s CAR-T drug with 60% complete response in 40 patients. 

The company, based on Evaluate Pharma, forecast that global multiple myeloma (plasma cell 

cancer, a form of white blood cell) market will enlarge to USD29bn in 2022 from USD14bn in 2016. 

Its LCAR-B38M had been granted by CFDA to start China’s clinical trial recently. On a study for 

multiple myeloma with a group of Nanjing Legend’s 40 patients, 24 (60%) and 12 (30%) of them 

showed complete response and very good partial response respectively. The company will 

continue to focus its China clinical trial in Shanghai, Nanjing and Xian. The company will not file its 

US investigational new drug (IND) until the end of April 2018, expecting it to pass IND approval by 

end-May, later than our expectation by end-1Q18. 

 

Figure 2 Genscript’s CAR-T drug, LCAR-B38M result on 40 multiple myeloma patients 

 
Source: Company data and Sina. 

 

SOTP-TP rises to HKD36.20 (from HKD34.50); Keep BUY. 
Our new SOTP-derived TP of HKD36.20 comprises (1) existing product sales at HKD11.04/s (from 
HKD8.66) whose implied FY18F core P/E stands at 61.3x (or 3.2x PEG) (from 54.1x); and (2) CAR-T 
R&D valuation at HKD25.16/s (from HKD25.85). Should its CAR-T drug obtain INDs in US, its TP 
could be as high as HKD48.66/share providing 86% further upside. Key risk: Slower or failure of 
CAR-T drug approval and clinical trials, impairing its stock price. 

 

 

 

 

 

 

 

 

 

Genscript’s subsidiary 
Nanjing Legend developed a 
CAR-T drug (LCAR-B38M) 
already passed CFDA for 
clinical trial and showed 
60% complete response in 
40 patients with multiple 
myeloma. 
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Should its CAR-T drug 
obtain INDs in US, its TP 
could be as high as 
HKD48.66/share providing 
86% further upside. 
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Figure 3 Catalysts and approval calendar for Genscript (via Nanjing Legend) CAR-T work  

 
Source: Company data and Guosen Securities (HK) Research 

 

Figure 4 SOTP valuation for Genscript Biotech (risk-adjusted) 

 
Source: Company data and Guosen Securities (HK) Research 

 

Figure 5 Comparison of HK-listed biotech research service provider and bio-drug makers 

 
Source: Bloomberg data and sorted by Guosen Securities (HK) Research (Note: all sector median and mean values had been excluded the data contribution from 1548.HK) 

Catalyst and approval calender

by end-May 2018 (from end-1Q18)

Probability of success 60% 70% 80% Probability of success

US approval Investigational New Drug Status by end-2019 by end-2020 60% x 70% x 80%

Phase I Phase II Ready for sale in US market 34%

10 patients 50 - 60 patients

Probability of success 70% 80%

China approval Investigational New Drug Status by end-2019 by end-2020 Probability of success

Phase I Phase II Ready for sale in China market 70% x 80%

already approved 56%

Fully diluted shares (million) Valuation method Implied core P/E

% of gross 

profit Diluted EPS (HKD) NAV (HKDm) NAV/ share (HKD)

2,020                              FY18F FY18F FY18F FY18F FY18F

Dec - Year ended (2018F)

Life science research 10-year DCF (end-2018) 39.2 73.4% 0.132 20,635                    10.22

services related (WACC = 8.4%; g=3.5%)

Industrial synthetic Target P/E method 23.0 4.8% 0.009 399 0.20

biology products

Sub-total (without cell therapy) 78.2% 0.141              21,034                    10.41

Net cash (net debt) 3,739                      1.85

Taking 10% discount

Existing product sales 61.3 PEG 3.2 22,296                    11.04

(EPS CAGR FY17-20F)

Pipeline products 

(R&D valuation) Valuation method Probability of success NAV (HKDm)

Risk adjusted 

NAV (HKDm)

Risk adjusted NAV/ 

share (HKD)

FY18F FY18F FY18F

CAR-T drug sales in China 10-year DCF (end-2018) 56% 23,327           13,063                   6.47                             

(WACC = 9.0%; g=3.5%) (70x80%)

CAR-T drug sales in US 10-year DCF (end-2018) 34% 112,353         37,751                   18.69                          

(WACC = 10.4%; g=3.0%) (60%x70%x80%)

Sub-total (pipeline products) 135,680        50,814                   25.16                          

TP (Risk-adjusted) 157,976         73,110                    36.20                          

Name Ticker Last    

3-mth avg 

t/o 

(US$m)

Mkt cap 

(US$m)

P/E 

FY16

P/E 

FY17F

P/E 

FY18F

3-yr EPS 

Cagr PEG

Div yld 

FY16

EV/ Ebitda 

F Y16

EV/ Ebitda 

F Y17F

EV/ Ebitda 

F Y18F

P/B - 

FY16 

(x)

P/B - 

FY17F 

(x)

P/B - 

FY18F 

(x) Cons. TP

Target 

P/E FY18F

Target 

EV/EBITDA 

FY18F

Unadj avg 105.2 64.9 40.7 23.3 1.4 0.3 54.2 38.0 25.1 8.1 9.9 8.3 38.8 24.1

Median 49.5 40.0 30.5 23.3 1.4 0.3 28.2 26.9 21.2 5.1 9.9 8.3 32.8 22.8

WUXI BIOLOGICS C 2269 HK 71.20 20.3 10,580 239.5 127.7 71.9 N/A N/A N/A 117.6 71.3 42.3 16.61 14.89 12.34 56.99 57.5 33.9

GENSCRIPT BIOTEC 1548 HK 26.10 84.3 5,788 218.9 158.5 123.3 25.4 6.23 0.0 177.8 109.8 81.5 28.95 12.46 13.47 35.25 166.5 110.1

BBI LIFE SCIENCE 1035 HK 3.66 1.6 255 26.6 26.9 19.7 19.6 1.37 0.3 16.8 15.9 11.7 2.46 N/A N/A 4.87 26.2 15.5

3SBIO INC 1530 HK 17.18 14.6 5,561 49.5 40.0 30.5 27.0 1.48 N/A 28.2 26.9 21.2 5.11 4.84 4.24 18.49 32.8 22.8
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Figure 6  Estimated Genscript’s revenue analysis (half year and full-year) (existing product sales) 

 
Source: Company data and Guosen Securities (HK) Research 

 

Figure 7 Estimated Genscript’s gross margin assumptions (half year and full-year) (existing product sales) 

 

Source: Company data and Guosen Securities (HK) Research 

 

 

 

 

 

 

 

 

Guosen Actual Guosen Actual Old New Old New

Year-ended Dec (USDm) 1H16 2H16 FY16 1H17 2H17F 2H17 FY17F FY17 FY18F FY18F FY19F FY19F

Revenue

Biosciences services and products 51.8 55.9 107.7 58.7 62.5 63.8 2% 121.2 122.5 1% 150.7 152.9 1% 188.5 192.8 2%

YoY change 27.6% 25.0% 26.2% 13.4% 11.8% 14.1% 2.3% 12.5% 13.7% 1.2% 24.3% 24.8% 0.5% 25.1% 26.1% 1.0%

% Total revenue 97.4% 90.9% 93.9% 92.6% 92.7% 71.5% -21.2% 92.7% 80.3% -12.4% 90.0% 73.9% -16.1% 84.2% 67.9% -16.3%

Life sciences research service 44.4 46.9 91.2 53.0 55.7 59.2 6% 108.7 112.2 3% 137.3 141.5 3% 172.1 177.9 3%

YoY change 20.6% 16.8% 18.6% 19.5% -40.4% -36.7% 3.8% 19.2% 23.0% 3.9% 26.3% 26.1% -0.3% 25.3% 25.8% 0.4%

% Total revenue 83.4% 76.2% 79.5% 83.7% 82.6% 66.3% -16.2% 83.1% 73.5% -9.6% 82.0% 68.4% -13.6% 76.8% 62.7% -14.2%

Gene synthesis services 25.7 29.2 54.9 30.8 35.1 36.2 3% 66.0 67.1 2% 84.8 86.2 2% 107.6 110.2 2%

YoY change 20.6% 15.1% 17.6% 20.2% 20.2% 23.9% 3.7% 20.2% 22.1% 2.0% 28.5% 28.5% 0.0% 26.9% 27.9% 1.0%

% Total revenue 48.2% 47.5% 47.8% 48.7% 52.1% 40.6% -11.5% 50.4% 43.9% -6.5% 50.6% 41.7% -9.0% 48.0% 38.8% -9.2%

Protein production services 7.5 4.7 12.2 9.6 6.0 5.7 -6% 15.6 15.3 -2% 19.9 19.3 -3% 24.8 23.8 -4%

YoY change 20.6% 17.1% 19.2% 28.4% 28.4% 20.7% -7.6% 28.4% 25.4% -2.9% 27.4% 26.4% -1.0% 24.5% 23.5% -1.0%

% Total revenue 14.1% 7.6% 10.6% 15.1% 8.9% 6.3% -2.6% 11.9% 10.0% -1.9% 11.9% 9.3% -2.6% 11.1% 8.4% -2.7%

Others 11.2 13.0 24.2 12.6 14.5 17.3 19% 27.1 29.9 10% 32.7 36.0 10% 39.8 43.9 10%

YoY change 20.6% 20.6% 20.6% 12.2% 12.2% 33.7% 21.5% 12.2% 23.7% 11.5% 20.4% 20.4% 0.0% 21.8% 21.8% 0.0%

% Total revenue 21.1% 21.1% 21.1% 19.9% 21.6% 19.4% -2.1% 20.7% 19.6% -1.1% 19.5% 17.4% -2.1% 17.8% 15.5% -2.3%

Life sciences research catalog products 2.7 2.7 5.3 3.5 3.5 3.5 0% 6.9 6.9 0% 9.7 9.7 0% 14.1 14.1 0%

YoY change 126.6% 106.4% 116.0% 29.0% 31.0% 31.0% 0.0% 30.0% 30.0% 0.0% 40.0% 40.0% 0.0% 45.0% 45.0% 0.0%

% Total revenue 5.0% 4.3% 4.6% 5.4% 5.2% 3.9% -1.3% 5.3% 4.5% -0.8% 5.8% 4.7% -1.1% 6.3% 5.0% -1.3%

Preclinical drug development services 4.8 6.4 11.2 2.2 3.3 1.1 -67% 5.6 3.3 -40% 3.6 1.7 -54% 2.4 0.8 -64%

YoY change 80.4% 92.2% 87.0% -53.0% -47.8% -82.7% -34.9% -50.0% -70.0% -20.0% -35.0% -50.0% -15.0% -35.0% -50.0% -15.0%

% Total revenue 9.0% 10.4% 9.7% 3.5% 4.9% 1.2% -3.7% 4.3% 2.2% -2.1% 2.2% 0.8% -1.4% 1.1% 0.3% -0.8%

Industrial synthetic biology products 1.4 5.6 7.0 4.7 4.9 7.1 44% 9.6 11.8 23% 16.8 21.9 31% 35.4 48.2 36%

YoY change 209.7% 521.0% 416.9% 232.8% -11.8% 27.1% 39.0% 37.2% 68.3% 31.1% 74.5% 85.7% 11.2% 111.5% 120.3% 8.8%

% Total revenue 2.6% 9.1% 6.1% 7.4% 7.3% 8.0% 0.7% 7.3% 7.7% 0.4% 10.0% 10.6% 0.6% 15.8% 17.0% 1.2%

Cell Therapy 18.3 N/A 18.3 N/A 32.0 N/A 42.9

YoY change 0.0% N/A 0.0% N/A 74.4% N/A 34.0%

% Total revenue 20.6% N/A 12.0% N/A 15.5% N/A 15.1%

Total revenue 53.2 61.5 114.7 63.4 67.5 89.3 32% 130.8 152.6 17% 167.4 206.7 23% 224.0 283.9 27%

YoY change 29.6% 34.8% 32.3% 19.1% 9.6% 45.1% 35.4% 14.0% 33.0% 19.0% 28.0% 35.4% 7.5% 33.8% 37.3% 3.6%

Guosen Actual Guosen Actual Old New Old New

Year-ended Dec (USDm) 1H16 2H16 FY16 1H17 2H17F 2H17 Diff FY17F FY17 Diff FY18F FY18F Diff FY19F FY19F Diff

Gross margin breakdown

Biosciences services and products 68.9% 69.5% 69.2% 70.5% N/A 65.2% N/A 67.8% N/A 71% N/A 71.7%

Life sciences research service 69.5% 70.2% 69.9% 70.9% 70.7% 65.3% -5.4% 70.8% 68.0% -2.9% 72.6% 71.0% -1.6% 73.1% 72.1% -1.0%

Gene synthesis services 68.0% 68.9% 68.5% 69.0% 68.2% 68.3% 0.0% 68.6% 68.6% 0.0% 71.5% 69.5% -2.0% 72.5% 71.0% -1.5%

Protein production services 60.0% 60.0% 60.0% 62.9% 61.8% 61.8% 0.0% 62.5% 62.5% 0.0% 64.0% 62.5% -1.5% 64.0% 63.0% -1.0%

Others 79.3% 76.9% 78.0% 81.8% 80.3% 80.4% 0.1% 81.0% 81.0% 0.0% 80.5% 79.0% -1.5% 80.5% 80.0% -0.5%

Life sciences research catalog products 64.7% 65.3% 65.0% 66.3% 66.5% 66.1% -0.4% 66.4% 66.2% -0.2% 66.5% 66.5% 0.0% 67.0% 67.0% 0.0%

Preclinical drug development services 66.2% 65.9% 66.0% 67.6% 66.6% 56.6% -9.9% 67.0% 64.0% -3.0% 65.0% 61.0% -4.0% 65.0% 61.0% -4.0%

Industrial synthetic biology products 13.1% 26.1% 23.5% 32.5% 35.1% 24.2% -10.8% 33.8% 27.5% -6.3% 40.0% 32.0% -8.0% 44.0% 38.0% -6.0%

Cell Therapy N/A 100.0% N/A N/A 100.0% N/A N/A 100.0% N/A N/A 100.0% N/A

Blended margin 67.5% 65.5% 66.4% 67.7% 67.7% 69.1% 1.4% 67.7% 68.5% 0.8% 70.3% 71.0% 0.7% 68.8% 70.3% 1.5%
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Figure 8  Estimated Genscript’s P&L analysis (half year and full-year) (existing product sales) 

 
Source: Company data and Guosen Securities (HK) Research 

 

 

 

 

 

Guosen Actual Guosen Actual Old New Old New

Year-ended Dec (USDm) 1H16 2H16 FY16 1H17 2H17F 2H17 Diff FY17F FY17 Diff FY18F FY18F Diff FY19F FY19F Diff

Total revenue 53.2 61.5 114.7 63.4 67.5 89.3 32% 130.8 152.6 17% 167.4 206.7 23% 224.0 283.9 27%

YoY change 29.6% 34.8% 32.3% 19.1% 9.6% 45.1% 35.4% 14.0% 33.0% 19.0% 28.0% 35.4% 7.5% 33.8% 37.3% 3.6%

Cost of sales (17.3) (21.2) (38.5) (20.5) (21.8) (27.6) 27% (42.3) (48.1) 14% (52.3) (59.9) 15% (71.6) (84.4) 18%

Gross profit 35.9 40.3 76.2 42.9 45.6 61.7 35% 88.6 104.6 18% 115.2 146.9 28% 152.4 199.5 31%

YoY change 33.7% 33.5% 33.6% 19.6% 13.2% 52.9% 39.7% 16.2% 37.2% 21.0% 30.0% 40.4% 10.4% 32.4% 35.8% 3.5%

GPM 67.5% 65.5% 66.4% 67.7% 67.7% 69.1% 1.4% 67.7% 68.5% 0.8% 70.3% 71.0% 0.7% 68.8% 70.3% 1.5%

Selling and distribution expenses (9.6) (11.3) (20.9) (10.3) (12.0) (14.7) 22% (22.2) (24.9) 12% (29.3) (36.2) 23% (39.2) (49.7) 27%

% of total revenue 18.0% 18.4% 18.2% 16.2% 17.8% 16.4% -1.4% 17.0% 16.3% -0.7% 17.5% 17.5% 0.0% 17.5% 17.5% 0.0%

Administrative expenses (12.1) (18.4) (30.4) (14.2) (17.9) (25.9) 45% (32.1) (40.1) 25% (72.0) (57.9) -20% (94.1) (85.2) -9%

% of total revenue 22.7% 29.9% 26.5% 22.3% 26.5% 29.1% 2.5% 24.5% 26.3% 1.8% 43.0% 28.0% -15.0% 42.0% 30.0% -12.0%

R&D cost (3.5) (6.0) (9.5) (4.8) (9.6) (13.3) 39% (14.4) (18.1) 26% (47.7) (35.1) -26% (64.3) (42.6) -34%

% of total revenue 6.7% 9.7% 8.3% 7.5% 14.2% 14.9% 0.7% 11.0% 11.9% 0.9% 28.5% 17.0% -11.5% 28.7% 15.0% -13.7%

Operating profit 14.3 10.7 24.9 18.5 15.8 21.1 34% 34.3 39.6 15% 13.9 52.8 281% 19.1 64.6 238%

YoY change 99.0% 186.0% 128.7% 29.7% 48.0% 97.8% 49.8% 37.5% 58.8% 21.3% -59.6% 33.4% 93.0% 38.1% 22.4% -15.7%

Operating margin 26.8% 17.3% 21.7% 29.2% 23.4% 23.6% 0.2% 26.2% 25.9% -0.3% 8.3% 25.5% 17.3% 8.5% 22.8% 14.2%

Other income and gains 2.0 5.8 7.7 2.5 0.7 3.9 429% 3.2 6.4 100% 3.5 7.0 100% 3.9 7.7 100%

Other expenses (0.0) (0.1) (0.2) (2.9) (0.0) (4.6) 18590% (2.9) (7.4) 158% (0.7) (0.8) 23% (0.9) (1.1) 27%

% of total revenue 0.1% 0.2% 0.1% 4.5% 0.0% 5.1% 5.1% 2.2% 4.9% 2.7% 0.4% 0.4% 0.0% 0.4% 0.4% 0.0%

Finance costs 0 (0) (0) 0.0 (0.2) 0.0 -100% (0) 0 -100% (0) (0) 0% 0 0 N/a

EBIT 16.2 16.3 32.5 18.1 16.5 20.4 24% 34.6 38.6 11% 16.7 59.0 253% 22.1 71.2 222%

EBT 16.2 16.3 32.5 18.1 16.3 20.4 25% 34.5 38.6 12% 16.6 58.9 255% 22.1 71.2 222%

Income tax expense (3.0) (3.0) (6.0) (3.0) (3.1) (8.5) 175% (6.1) (11.5) 89% (3.0) (11.2) 279% (4.1) (13.5) 231%

Tax rate 18.6% 18.1% 18.4% 16.6% 18.9% 41.6% 22.7% 17.7% 29.9% 12.2% 17.8% 19.0% 1.2% 18.5% 19.0% 0.5%

Profit for the year (reported) 13.2 13.0 26.2 15.0 13.2 11.2 -16% 28.4 26.2 -8% 13.6 47.7 250% 18.0 57.7 220%

MI 0.0 0.4 0.4 0.1 0.0 0.7 0.1 0.9 0.0 1.1 0.0 1.1

YoY change 129.6% 10.4% 49.5% 13.6% -0.8% -13.8% -13.0% 6.9% 0.0% -6.9% -51.9% 82.3% 134.2% 32.2% 21.0% -11.2%

Adjustment (0.5) 3.8 3.2 (1.0) 0.0 (7.7) (1.0) (8.7) (27.6) 0.0 (37.4) 0.0

Core profit 13.7 8.8 22.9 16.0 13.2 18.9 43% 29.2 34.8 19% 41.3 46.6 13% 55.4 56.6 2%

YoY change 85.5% -2.9% 38.9% 16.3% -4.0% 113.7% 117.8% 6.1% 52.0% 45.9% 41.3% 33.7% -7.6% 34.3% 21.5% -12.9%

Core profit margin 25.8% 14.3% 20.0% 25.2% 19.6% 21.1% 1.5% 22.3% 22.8% 0.5% 24.6% 22.5% -2.1% 24.7% 19.9% -4.8%

DPS (HKD cents) 0.00 0.00 1.221 0.000 1.286 0.000 1.286 0.000 0.307 1.070 0.406 1.294

Dividend payout ratio 0.0% 0.0% 10.0% 0.0% 25.0% 0.0% 10.0% 0.0% 5.0% 5.0% 5.0% 5.0%

Y-o-y

Total revenue 29.6% 34.8% 32.3% 19.1% 9.6% 45.1% 35.4% 14.0% 33.0% 19.0% 28.0% 35.4% 7.5% 33.8% 37.3% 3.6%

Gross profit 33.7% 33.5% 33.6% 19.6% 13.2% 52.9% 39.7% 16.2% 37.2% 21.0% 30.0% 40.4% 10.4% 32.4% 35.8% 3.5%

Selling and distribution expenses 14.4% 21.8% 18.3% 7.2% 6.1% 29.6% 23.6% 6.6% 19.4% 12.8% 31.7% 45.3% 13.5% 33.8% 37.3% 3.6%

Administrative expenses 6.5% 6.8% 6.6% 17.5% -2.6% 41.1% 43.8% 5.3% 31.8% 26.4% 124.6% 44.4% -80.2% 30.7% 47.1% 16.5%

EBIT 105.3% 8.1% 41.5% 11.8% 1.1% 25.3% 24.3% 6.4% 18.6% 12.2% -51.7% 53.0% 104.7% 32.3% 20.7% -11.6%

EBT 105.3% 8.1% 41.5% 11.8% 0.2% 25.4% 25.2% 6.0% 18.6% 12.6% -51.8% 52.7% 104.5% 33.3% 21.0% -12.4%

Core profit 85.5% -2.9% 38.9% 16.3% -4.0% 113.7% 117.8% 6.1% 52.0% 45.9% 41.3% 33.7% -7.6% 34.3% 21.5% -12.9%

Margin analysis

Total revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0%

Gross profit 67.5% 65.5% 66.4% 67.7% 67.7% 69.1% 1.4% 67.7% 68.5% 0.8% 68.8% 71.0% 2.3% 68.0% 70.3% 2.2%

Selling and distribution expenses 18.0% 18.4% 18.2% 16.2% 17.8% 16.4% -1.4% 17.0% 16.3% -0.7% 17.5% 17.5% 0.0% 17.5% 17.5% 0.0%

Administrative expenses 22.7% 29.9% 26.5% 22.3% 26.5% 29.1% 2.5% 24.5% 26.3% 1.8% 43.0% 28.0% -15.0% 42.0% 30.0% -12.0%

EBIT 30.5% 26.5% 28.3% 28.6% 24.4% 22.9% -1.5% 26.4% 25.3% -1.2% 10.0% 28.5% 18.6% 9.9% 25.1% 15.2%

EBT 30.5% 26.5% 28.3% 28.6% 24.2% 22.9% -1.3% 26.3% 25.3% -1.1% 9.9% 28.5% 18.6% 9.9% 25.1% 15.2%

Core profit 25.8% 14.3% 20.0% 25.2% 19.6% 21.1% 1.5% 22.3% 22.8% 0.5% 24.6% 22.5% -2.1% 24.7% 19.9% -4.8%
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Summary financial statements(Year to Dec 31)  

Profit & Loss (USDm) FY16A FY17A FY18F FY19F FY20F  Financial Ratios FY16A FY17A FY18F FY19F FY20F 

Revenue 115 153 207 284 347  Gross profit margin (%) 66.4 68.5 71.0 70.3 69.4 

Revenue growth (%) 32.3 33.0 35.4 37.3 22.3  Operating profit margin (%) 21.7 25.9 25.5 22.8 22.4 

Cost of sales (39) (48) (60) (84) (106)  Underlying profit margin (%) 20.0 22.8 22.5 19.9 19.7 

Gross profit 76 105 147 200 241  Net debt/equity (%) (76.9) (58.5) (81.3) (80.3) (76.1) 

Other income/(expense) 0 0 0 0 0  Net debt/total assets (%) (60.5) (25.3) (72.1) (69.3) (63.9) 

Operating expenses (51) (65) (94) (135) (163)  Current ratio (%) 418 146 866 675 549 

Operating profit 25 40 53 65 78  Dividend payout (%) 11.4 0.0 5.1 5.1 5.1 

Operating profit growth (%) 129 58.8 33.4 22.4 20.4  Interest cover (x) 2,493 0.0 426 0.0 0.0 

Other non-operating inc/(exp) 8 (1) 6 7 7  Dividend cover (x) 8.8 0.0 19.5 19.6 19.7 

Finance income 0 0 0 0 0  Acct. receivable turnover days 58.8 329.2 266.4 58.9 58.9 

Finance expenses 0 0 0 0 0  Acct. payable turnover days 32.1 47.5 47.5 34.8 34.8 

Associates & JCE 0 0 0 0 0  Inventory turnover days 29.7 42.2 36.5 36.5 36.5 

Profit before taxation 33 39 59 71 85  Cash cycle days 56.4 323.9 255.4 60.6 60.6 

Taxation (6) (12) (11) (14) (15)  Dupont Analysis FY16A FY17A FY18F FY19F FY20F 

Non-controlling interests 0 (1) (1) (1) (1)  Tax burden (%) 80.5 67.8 79.1 79.5 80.7 

Net profit 26 26 47 57 69  Interest burden (%) 130 97.4 112 110 109 

Other Adjustments on UP (3) 9 0 0 0  Operating profit margin (%) 21.7 25.9 25.5 22.8 22.4 

Underlying Profit 23 35 47 57 69  Asset turnover (x) 0.6 0.4 0.4 0.4 0.5 

Underlying profit growth (%) 38.9 52.0 33.7 21.5 21.2  Leverage ratio (x) 1.2 1.8 1.4 1.1 1.2 

EPS (USD) 0.015 0.015 0.023 0.028 0.034  ROA (%) 11.2 9.5 8.0 8.5 10.1 

Underlying EPS (USD) 0.013 0.020 0.023 0.028 0.034  ROE (%) 14.0 17.6 11.5 9.7 11.9 

Underlying EPS growth (%) (0.2) 50.2 14.5 21.5 21.2  Source: Company data, Guosen Securities (HK) Research    

DPS (USD) 0.00 0.0 0.00 0.00 0.00        

DPS growth (%)  0.0 (100) 0.0 21.0 20.7        

Source: Company data, Guosen Securities (HK) Research           

             

Balance Sheet (USDm) FY16A FY17A FY18F FY19F FY20F  Cashflow (USDm) FY16A FY17A FY18F FY19F FY20F 

Fixed assets 44 81 85 89 93  EBIT 33 39 59 71 85 

Associates & JCE 0 0 0 0 0  Depreciation & amortization 5 11 11 21 27 

Others 18 26 40 51 68  Interest expense 0 0 0 0 0 

Non-current assets 62 106 125 140 161  Change in working capital 0 (23) 11 (15) (26) 

Inventories 4 7 5 12 9  Tax paid (7) (7) (7) (8) (9) 

Debtors & prepayments 23 264 54 53 77  Other operating cashflow 3 2 2 3 2 

Bank deposits & cash 136 124 481 461 438  Operating activities 33 21 76 72 79 

Others 0 3 0 0 1  Capex (9) (29) (33) (43) (49) 

Current assets 164 398 541 526 525  Free cash flow 25 (8) 43 30 30 

Bank & other borrowings 0 0 2 0 0  Disposal of non-current assets 0 0 0 0 0 

Trade & payables 4 8 7 9 12  Associates & JCE (net) 0 0 0 0 0 

Taxation 4 13 13 14 15  Interest received 0 0 0 0 0 

Others 30 252 40 55 70  Dividends received 0 0 0 0 0 

Current liabilities 39 273 62 78 96  Other investing cashflow 0 (7) (28) (40) (42) 

Bank & other borrowings 0 0 0 0 0  Investing activities (8) (36) (62) (83) (90) 

Others 3 3 2 2 2  New loans raised 0 0 0 0 0 

Non-current liabilities 3 3 2 2 2  Repayment of loans (1) (2) (1) (3) (4) 

Net assets 184 228 601 586 588  Dividends paid 0 (3) (2) (3) (3) 

Share capital 2 2 2 2 2  Other financing cashflow 10 7 349 (1) (1) 

Premium & reserves 176 216 588 573 574  Financing activities 8 2 345 (7) (8) 

Shareholders' funds 178 218 590 574 576  Inc/(dec) in cash 33 (13) 360 (17) (20) 

Non-controlling interests 6 11 11 12 12  Cash at beginning of year 104 136 124 481 461 

Total equity 184 228 601 586 588  Foreign exchange effect (1) 0 (3) (3) (3) 

BVPS (USD) 0.1 0.1 0.3 0.3 0.3  Cash at end of year 136 124 481 461 438 

Source: Company data, Guosen Securities (HK) Research     Source: Company data, Guosen Securities (HK) Research    
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Information Disclosures 

Stock ratings, sector ratings and related definitions 

Stock Ratings: 

Buy: A return potential of 10 % or more relative to overall market within 6 – 12 months. 

Neutral: A return potential ranging from -10% to 10% relative to overall market within 6 – 12 months. 

Sell: A negative return of 10% or more relative to overall market within 6 –12 months. 

Sector Ratings: 

Overweight: The sector will outperform the overall market by 10% or higher within 6 –12 months. 

Neutral: The sector performance will range from -10% to 10% relative to overall market within 6 –12 months. 

Underweight: The sector will underperform the overall market by 10% or lower within 6 – 12 months. 

 

Interest disclosure statement 

The analyst is licensed by the Hong Kong Securities and Futures Commission. Neither the analyst nor his/her associates serves  as an 

officer of the listed companies covered in this report and has no financial interests in the companies. 

Guosen Securities (HK) Brokerage Co., Ltd. and its associated companies (collectively “Guosen Securities (HK)”) has no disclo sable 

financial interests (including securities holding) or make a market in the securities in respect of the listed companies. Guosen 

Securities (HK) has no investment banking relationship within the past 12 months, to the listed companies. Guosen Securities (HK) 

has no individual employed by the listed companies. 

 

Disclaimers 

The prices of securities may fluctuate up or down. It may become valueless. It is as likely that losses will be incurred rath er than 

profit made as a result of buying and selling securities. 

The content of this report does not represent a recommendation of Guosen Securities (HK) and does not constitute any 

buying/selling or dealing agreement in relation to the securities mentioned. Guosen Securities (HK) may be seeking or will se ek 

investment banking or other business (such as placing agent, lead manager, sponsor, underwriter or proprietary trading in such 

securities) with the listed companies. Individuals of Guosen Securities (HK) may have personal investment interests in the li sted 

companies. 

This report is based on information available to the public that we consider reliable, however, the authenticity, accuracy or 

completeness of such information is not guaranteed by Guosen Securities (HK). This report does not take into account the part icular 

investment objectives, financial situation or needs of individual clients and does not constitute a personal investment 

recommendation to anyone. Clients are wholly responsible for any investment decision based on this report. Clients are advise d to 

consider whether any advice or recommendation contained in this report is suitable for their particular circumstances. This report is 

not intended to be an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned.  

This report is for distribution only to clients of Guosen Securities (HK). Without Guosen Securities (HK)’s written authorization, any 

form of quotation, reproduction or transmission to third parties is prohibited, or may be subject to legal action. Such infor mation 

and opinions contained therein are subject to change and may be amended without any notification. This report is not directed at, 

or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any jurisdictio n where such 

distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject Guosen 

Securities (HK) and its group companies to any registration or licensing requirement within such jurisdiction.  
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信息披露  

公司评级、行业评级及相关定义  

 

公司评级  

买入：我们预计未来 6-12 个月内，个股相对大盘涨幅在 10%以上； 

中性：我们预计未来 6-12 个月内，个股相对大盘涨幅介于-10%与 10%之间； 

减持：我们预计未来 6-12 个月内，个股相对大盘跌幅大于 10%。 

 

行业评级  

超配：我们预计未来 6-12 个月内，行业整体回报高于市场整体水平 10%以上； 

中性：我们预计未来 6-12 个月内，行业整体回报介于市场整体水平-10%与 10%之间； 

低配：我们预计未来 6-12 个月内，行业整体回报低于市场整体水平 10%以上。 

 

利益披露声明  

报告作者为香港证监会持牌人士，分析员本人或其有联系者并未担任本研究报告所评论的上市法团高级管理人员，也未持有
其任何财务权益。 

 

本报告中，国信证券（香港）经纪有限公司及其所属关联机构（合称国信证券（香港））并无持有该公司须作出披露的财务
权益(包括持股)，在过去 12 个月内与该公司并无投资银行关系，亦无进行该公司有关股份的庄家活动。本公司员工均非该
上市公司的雇员。 

 

免责条款  

证券价格有时可能非常波动。证券价格可升可跌，甚至变成毫无价值。买卖证券未必一定能够赚取利润，反而可能会招致损
失。 

本研究报告内容既不代表国信证券（香港）的推荐意见，也并不构成所涉及的个别股票的买卖或交易要约。国信证券（香港）
或其集团公司有可能会与本报告涉及的公司洽谈投资银行业务或其它业务（例如配售代理、牵头经办人、保荐人、包销商或
从事自营投资于该股票）。国信证券（香港）不排除其员工有个人投资于本报告内所提及的上市法团。 

 

报告中的资料均来自公开信息，我们力求准确可靠，但对这些信息的正确性、公正性及完整性不做任何保证。本报告没有考
虑到个别客户特殊的投资目标、财务状况或需要，并不构成个人投资建议，客户据此投资，责任自负。客户在阅读本研究报
告时应考虑报告中的任何意见或建议是否符合其个人特定状况。本报告并不存在招揽或邀约购买或出售任何证券的企图。 

 

本报告仅向特定客户传送，未经国信证券香港书面授权许可，任何人不得引用、转载以及向第三方传播，否则可能将承担法
律责任。研究报告所载的资料及意见，如有任何更改，本司将不作另行通知。在一些管辖区域内，针对或意图向该等区域内
的市民、居民、个人或实体发布、公布、供其使用或提供获取渠道的行为会违反该区域内所适用的法律或规例或令国信证券
（香港）受制于任何注册或领牌规定，则本研究报告不适用于该等管辖区域内的市民、居民或身处该范围内的任何人或实体。 


