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COMPANY NOTE 

Analyst: Kelly Zou (kellyzou@chinastock.com.hk; Tel: (852) 3698 6319) 

SITC International Holdings Co., Limited [1308.HK, HK$8.30, NOT RATED] –   

A defensive play in a volatile market 

Market Cap: US$2,819m; Free Float: 47.0% 

SITC International Holdings Company Limited  
Event: We met SITC on 3 July as part of our initiative to explore key 

beneficiaries of China’s industry transfer to overseas markets, especially to 

ASEAN to avoid a potential US trade war. SITC has a unique business 

model, as 1) it offers integrated sea freight and land-based logistics 

services, making it more of a logistics company than a shipping company; 

and 2) its business concentrates only on the intra-Asia trade market. Amid 

huge market volatility, SITC’s share price still rose 7.6% CYTD. The  market 

appreciates its unique value of business concentration in the intra-Asia 

market, which should be less affected by higher potential US trade tariffs. 

We expect steady intra-Asia trade volume growth, led by 1) the accelerating 

relocation of China industries  to ASEAN countries, and 2) the Belt and 

Road initiative. We think the US trade war will push Chinese companies to 

accelerate their relocation pace to ASEAN countries. SITC management 

guided stable intra-Asia trade volume growth of 5-6% p.a. in 2018-2019E. 

Given tight industry supply, freight rates should remain firm, as SITC can 

easily pass fuel price hikes on to its customers. Consensus earnings growth 

is c15% p.a. in 2018-2019E. The stock currently trades at 13.0x 2018E and 

11.3x 2019E PER, one standard deviation above its average trading forward 

PER. The share price is also supported by its high dividend yield of 5-6%.  

Steady intra-Asia trade volume growth well supported by China’s 

industry transfer: Intra-Asia trade volume growth is well supported by 1) 

free trade agreements and bilateral economic cooperation between China, 

Japan and ASEAN countries, 2) regional integration, and 3) direct 

investment by Japanese and Chinese companies in ASEAN countries. 

China’s trade with other Asian countries grew at a CAGR of 12.8% from 

2000 to 2017, accounting for >50% of its total foreign trade. We expect 

steady intra-Asia trade volume growth in the long term, driven by 1) more 

Chinese companies moving to ASEAN countries, and 2) the Belt and Road 

initiative. China’s direct investment in the ASEAN market grew from 

US$275m in 2009 to US$3.5bn in 2016. The ratio of China’s investment in 

ASEAN manufacturing as a percentage of its total investment in ASEAN 

countries rose from 10.2% in 2009 to 34.5% in 2016. Chinese companies 

have started to relocate to ASEAN countries, as they see 1) lower labour 

costs, and 2) greater potential penetration of local markets for their 

business. Given the potential US trade war, we expect Chinese companies 

to accelerate their relocation pace to ASEAN countries. Under the Belt and 

Road Initiative, the investment in infrastructure and local industries will 

further drive trade volume development in the intra-Asia trade market.  

Better positioned to benefit from the rising intra-Asia logistics needs of 

Chinese companies: SITC focuses only on the intra-Asia trade market. It 

has a unique business model, offering integrated sea freight and land-based 

logistics services to its customers, which makes it more of a logistics 

company than a shipping company. It provides high-frequency container 

shipping services in its high-density intra-Asia route network (Fig 21), which 

gives it a competitive edge in building relationships with numerous Fortune 

500 companies for their intra-Asia logistics needs. As at the end of 2017, 

SITC ran 77 vessels and operated 63 trade lanes. Its high-frequency sea-

freight logistics services make 388 port calls per week. With its high-

frequency service network and long track record in the intra-Asia market, it 

should benefit the most from the growing intra-Asia logistics transportation 

market as more Chinese companies relocate to ASEAN countries. 

Favorable industry supply conditions to secure SITC’s earnings growth 

in 2018-2019E: SITC reported total revenue growth of 10.9% YoY and net 

profit growth of 53.6% YoY in 2017, led by 1) container shipping volume  

Source: Bloomberg, Company data, CGIS Research 

July 6 2018 

growth, 2) freight rate hikes, and 3) improved operating efficiency. 

The Company guided that its shipping volume growth will remain 

stable at around 5-6% p.a. in 2018-2019E. Freight rates are also 

expected to remain firm in 2018-2019E, given tight industry supply 

conditions. Tougher global emission limits for shipping from 2020 will 

push a surge in the scrapping of older, less fuel-efficient vessels 

within the next 2 to 3 years, as the enhanced International Maritime 

Organization regulations come into force. For intra-Asia trade lanes, 

the number of vessels over 20 years old account for over 20% of total 

fleet capacity. Fuel price hikes will cause higher vessel charter costs 

and bunker costs. But with tight industry supply, SITC can easily 

pass through the cost hikes to its customers. Consensus revenue 

growth is around 8% p.a. in 2018-2019E, and consensus earnings 

growth is 14.6% p.a. in 2019-2019E.  

Valuation: SITC’s share price rose 63.6% in 2017, led by strong 

earnings growth recovery in 2017. The share price has risen 7.1% 

CYTD vs. a decline of 7.6% in the HSI Index during the same period. 

The share price didn’t fall along with the market, as the market 

appreciates the unique value of SITC’s business concentration in the 

intra-Asia market, which should be less affected by a potential US 

trade war. With or without a US trade war, Chinese companies have 

started to expand to ASEAN countries. Given a potential US trade 

war, their business relocation pace will become even faster. SITC 

should be a key beneficiary of the rising intra-Asia logistics 

transportation market. Based on consensus earnings estimates, the 

stock currently trades at 13.0x 2018E and 11.3x 2019E PER, about 

one standard deviation above its historical trading average PER. The 

share price is well supported by its high dividend yield of 5-6%. SITC 

will keep its dividend payout ratio at 60-70% in 2018-2019E.  
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US$ m 2015 2016 2017 2018E 2019E

Revenue (m) 1,288 1,216 1,348 1,456 1571.5

  YoY chg (%) -6.5 -5.6 10.9 7.9 8.0

Gross profit (m) 186 200 252 306 340

GPM (%) 14.4 16.4 18.7 21.0 21.6

Operating profit (m) 139 133 182 210 233

Operating profit margin (%) 10.8 10.9 13.5 14.4 14.8

Net profit (m) 143 123 189 215 240

  Net margin (%) 11.1 10.1 14.0 14.7 15.3

EPS (Rmb) 0.05 0.05 0.07 0.08 0.09

  YoY chg (%) 17.8 -14.5 52.2 14.6 14.6

ROE (%) 16.9 14.0 19.7 21.2 22.7

Dividend yield (%) 3.2 3.1 4.8 5.4 6.2

PER (x) 19.4 22.6 14.9 13.0 11.3

PBR (x) 3.3 3.2 2.9 2.7 2.6

http://www.hibor.com.cn/


 2 

 

COMPANY NOTE 

Analyst: Kelly Zou (kellyzou@chinastock.com.hk; Tel: (852) 3698 6319) 

SITC International Holdings Co., Limited [1308.HK, HK$8.30, NOT RATED] –   

A defensive play in a volatile market 

Company profile 

SITC International Holdings Co., Ltd. (SITC) is a leading container shipping logistics company, which provides integrated transporta-

tion and logistics solutions for the intra-Asia trade market. The Company, founded in 1991, started its business in freight forwarding. 

It moved up the value chain and started to provide container shipping services between China and Japan in 1992. Since then, it has 

become the leading container shipping service provider in the intra-Asia trade market. As at the end of 2017, SITC had 48 self-

owned container vessels and 29 chartered container vessels, with total fleet capacity reaching 105,234 TEU, and operated 63 trade 

routes. At the end of 2017, the Company was ranked the 20th largest container shipping company in terms of shipping capacity. The 

Company has a unique market position in terms of its business concentration in the intra-Asia trade market. It is a key beneficiary of 

rising intra-Asia trading volume, led by 1) China’s industry transfer to ASEAN countries, and 2) China’s Belt and Road Initiative. Its 

integrated, high-frequency sea freight and land-based logistics services have helped it secure a stable business relationship with its 

customers and hence steady business growth. Compared to its peers, the Company also enjoys higher profitability because of 1) its 

unique services, integrating both sea freight and land-based logistics services, and 2) its single-type fleet structure.   

Fig 1:  SITC business model 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company data, CGIS Research 
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Figure 2: Intra-Asia container shipping volume growth vs. Asia-US and Asia-Europe container shipping volume growth 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Japan Maritime Center, CGIS Research 

 

Figure 3:  SITC intra-Asia container shipping volume progression 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company data, CGIS Research 
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Figure 4: China FDI in ASENA manufacturing industry in 2011-2016 

 

 

 

 

 

 

 

 

 

 

 

 

Source: MOC, CGIS Research 

 

Figure 5:  China FDI, new contract wins and construction contracting revenue growth in OBOR countries (2015-4M2018) 

 

 

 

 

 

 

 

 

 

 

 

 

Source: MOC, CGIS Research 
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Figure 6: Sales and earnings growth, margins and ROE: SITC vs. other container shipping companies 

Source: Company data, CGIS Research 

 

 

 

 

 

 

 

 

 

 

Ticker

2015 2016 2017 2018E 2019E 2015 2016 2017 2018E 2019E

H-share container shipping and logistics companies

Cosco Shipping 1919 HK -10.9% 21.6% 29.5% 12.2% 12.6% 40.8% na na -43.5% 44.9%

OOIL 316 HK -8.7% -11.0% 15.3% 8.7% 7.5% 5.1% na na 5.0% 85.7%

SITC 1308 HK -6.7% -5.4% 10.9% 7.9% 8.0% 17.8% -14.5% 52.1% 14.6% 14.6%

A-share logistics companies

Cosco Shipping 601919 CH -10.9% 21.6% 29.5% 13.5% 11.7% 40.8% na na -8.1% 102.9%

Overseas container shipping and logistics companies

Maersk 011200 KS -14.9% -20.5% 9.7% na na na -96.5% 19.2% na na

K Line 9107 JP -8.0% -17.2% 12.8% -36.2% 2.0% na 170.8% na -68.4% 95.6%

Nippon Yusen 9101 JP -5.4% -15.3% 13.5% -17.2% -0.4% na na na 30.4% 36.0%

Mitsui OSK 9104 JP -5.8% -12.1% 9.8% -27.2% 5.6% na na na na 49.2%

Evergreen Marine 2603 TT -7.3% -7.0% 21.0% 4.4% 5.9% na 49.2% na -50.8% 35.4%

Wan Hai 2615 TT -4.7% -10.2% 6.0% 3.8% -1.9% -24.9% -71.3% 125.5% -9.6% 1.0%

Yang Ming 2609 TT -5.4% -9.5% 13.6% 2.3% 9.5% na 92.3% na na -71.3%

Hyundai Merchant 011200 KS -14.9% -20.5% 9.7% na na na -96.5% 19.2% na na

Sales growth EPS growth

Ticker

2015 2016 2017 2018E 2019E 2015 2016 2017 2018E 2019E

H-share container shipping and logistics companies

Cosco Shipping 1919 HK -1.0% 0.8% -14.2% 2.9% 1.6% 1.8% -42.3% 13.7% 19.0% 33.5%

OOIL 316 HK 4.1% 4.8% -4.1% 2.3% 2.3% 6.0% -4.7% 3.0% 3.0% 5.6%

SITC 1308 HK 11.1% 10.1% 14.0% 14.7% 15.3% 16.9% 14.0% 19.7% 21.2% 22.7%

A-share logistics companies

Cosco Shipping 601919 CH -1.0% 0.8% -14.2% 2.9% 2.2% 1.8% -42.3% 13.7% 12.2% 20.2%

Overseas container shipping and logistics companies

Maersk 011200 KS 0.6% -10.7% -10.6% -24.2% na na -87.3% na na na

K Line 9107 JP 2.0% -4.1% -13.5% 0.9% 0.5% -12.9% -48.5% 4.8% 1.3% 2.5%

Nippon Yusen 9101 JP 2.0% 0.8% -13.8% 0.9% 1.5% 2.3% -41.0% 3.8% 4.4% 6.1%

Mitsui OSK 9104 JP 2.3% -10.0% 0.3% -2.9% 2.4% -25.7% 0.9% -8.7% 5.5% 8.0%

Evergreen Marine 2603 TT 0.8% -3.3% -5.3% 4.7% 2.4% -7.4% -12.1% 12.2% 5.8% 7.9%

Wan Hai 2615 TT 7.8% 6.2% 2.0% 4.2% 4.2% 11.1% 3.3% 7.5% 7.2% 7.2%

Yang Ming 2609 TT 0.2% -6.1% -12.9% 0.2% -2.5% -22.5% -63.7% 1.5% -17.9% 10.4%

Hyundai Merchant 011200 KS 0.6% -10.7% -10.6% -24.2% na na -87.3% na na na

Net profit margin ROE
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Figure 7:  SITC revenue mix in 2017                                                     Figure 8: SITC revenue mix in 2016 

      

 

 

 

 

 

Source: Company data, CGIS Research                                                 Source: Company data, CGIS Research 

 

Figure 9:  SITC gross profit mix  
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Figure 10:  SITC COGS structure  

 

 

 

 

 

 

 

 

 

 

 

Source: Company data, CGIS Research                                                  

 

Figure 11:  SITC gross profit margin trend                                  Figure 12: SITC ROE trend 

      

 

 

 

 

 

 

 

Source: Company data, CGIS Research                                         Source: Company data, CGIS Research 
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Figure 13:  WTI crude oil price (US$/bbl)                                       Figure 14:  China Containerized Freight Index (US$/TEU) 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, CGIS Research                                                 Source: Bloomberg, CGIS Research                                                       

 

Figure 15:  JPYUSD exchange rate                                               Figure 16: CNYUSD exchange rate 
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Figure 17: SITC share price performance CYTD                                Figure 18: SITC 12-mth forward PER band 

 

 

 

 

 

 

 

 

Source: Bloomberg, CGIS Research                                                    Source: Company data, Bloomberg, CGIS Research 

 

 

Figure 19:  Comp sheet 

Source: Bloomberg, Company data, CGIS Research, Note: based on closing prices on 5 July 2018 
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Ticker Mkt cap  Price PEG

US$ m  (lc) 
2017 2018E 2019E 2017 2018E 2019E 2018E 2017 2018E 2019E 2017 2018E 2019E 2017 2018E 2019E

Kerry Logistics 636 HK 2,297      10.62 8.5 11.9 10.8 12.6% -28.5% 9.8% -0.4 0.9 0.9 0.9 2.1% 2.3% 2.4% 11.1% 7.9% 8.1%

Cosco Shipping 1919 HK 6,566        3.35 10.9 19.3 13.3 na -43.5% 44.9% -0.4 1.4 1.2 1.1 0.0% 0.1% 0.3% 12.9% 6.5% 8.0%

OOIL 316 HK 6,232      78.15 45.5 43.4 23.4 na 5.0% 85.7% 8.7 1.3 1.3 1.3 0.0% 0.0% 0.0% 2.9% 3.0% 5.4%

SITC 1308 HK 2,819        8.30 14.9 13.0 11.3 52.2% 14.6% 14.6% 0.9 2.9 2.7 2.6 4.8% 5.4% 6.2% 19.7% 21.2% 22.7%

Cosco Shipping 601919 CH 6,566        4.75 18.3 19.9 9.8 na -8.1% 102.9% -2.5 2.3 2.1 1.7 0.0% 0.0% 0.0% 12.9% 10.4% 17.4%

S F Holding 002352 CH 28,534      42.91 38.3 36.1 28.9 5.7% 6.2% 24.9% 5.8 5.8 5.1 4.5 0.5% 0.5% 0.7% 15.1% 14.2% 15.5%

ZTO ZTO US 14,722      20.22 30.4 23.9 19.1 45.7% 27.2% 25.0% 0.9 4.5 3.5 3.0 0.0% 23.3% 15.4% 14.6% 14.8% 15.9%

YTO Express 600233 CH 5,075      11.90 23.3 19.0 16.0 -10.3% 22.6% 18.5% 0.8 3.6 3.1 2.6 0.9% 1.4% 1.6% 15.6% 16.1% 16.4%

Yunda Holding 002120 CH 9,672      48.79 37.2 30.3 24.0 35.3% 22.7% 26.5% 1.3 11.4 6.1 4.9 0.5% 0.4% 0.4% 30.6% 20.2% 20.6%

STO Express 002468 CH 3,794      16.45 17.0 13.8 11.7 -21.1% 22.7% 18.2% 0.6 3.7 2.9 2.3 1.2% 1.5% 1.7% 22.0% 20.7% 19.9%

Best Inc BSTI US 4,528      12.09 na na na -96.5% -83.1% -769.4% 1.7 6.9 7.3 5.7 na 0.0% 0.0% -28.0% -5.1% 26.2%

Maersk 011200 KS 1,300      4,670 -0.7 na na 19.2% na na na 1.6 na na 0.0% na na na na na

K Line 9107 JP 1,607      1,893 17.0 54.0 27.6 na -68.4% 95.6% -0.8 0.8 0.8 0.8 0.0% 0.1% 1.0% 4.8% 1.5% 2.8%

Nippon Yusen 9101 JP 3,194      2,078 17.4 13.3 9.7 na 30.4% 37.7% 0.4 0.6 0.6 0.6 1.4% 1.9% 2.4% 3.7% 4.7% 6.1%

Mitsui OSK 9104 JP 2,805      2,573 -6.5 10.7 7.4 na na 45.0% -0.1 0.6 0.6 0.5 0.8% 1.8% 2.5% -9.2% 5.4% 7.2%

Evergreen Marine 2603 TT 1,694      12.90 6.5 13.3 9.8 na -50.8% 35.4% -0.3 0.8 0.8 0.7 1.6% 1.5% 2.4% 12.5% 5.9% 7.4%

Wan Hai 2615 TT 1,220      16.80 14.6 16.2 16.0 125.5% -9.6% 1.0% -1.7 1.1 1.0 na 3.0% 4.8% 5.4% 7.5% 6.3% na

Yang Ming 2609 TT 668        8.79 51.7 na na na na -75.7% 0.0 0.8 1.1 1.1 0.0% 0.0% 2.6% 1.5% -14.4% -3.6%

Hyundai Merchant 011200 KS 1,300      4,670 -0.7 na na 19.2% na na na 1.6 na na 0.0% na na na na na

Fedex FDX US 60,821    227.61 13.6 13.0 11.4 49.4% 4.1% 14.4% 3.1 3.1 2.7 2.3 0.9% 1.1% 1.2% 23.1% 21.1% 20.1%

UPS UPS US 91,132    105.76 18.8 14.6 13.4 45.0% 28.4% 8.6% 0.5 90.8 21.8 12.8 3.1% 3.4% 3.6% 484.5% 149.0% 95.1%

A-share container shipping and logistics companies

Overseas container shipping and logistics companies

PER EPS growth P/Bk Dividend yield ROE

H-share container shipping and logistics companies
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COMPANY NOTE 

Analyst: Kelly Zou (kellyzou@chinastock.com.hk; Tel: (852) 3698 6319) 

SITC International Holdings Co., Limited [1308.HK, HK$8.30, NOT RATED] –   

A defensive play in a volatile market 

Figure 20: SITC shareholder structure as at the end of 2017 
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COMPANY NOTE 

Analyst: Kelly Zou (kellyzou@chinastock.com.hk; Tel: (852) 3698 6319) 

SITC International Holdings Co., Limited [1308.HK, HK$8.30, NOT RATED]  –   

A defensive play in a volatile market 

Figure 21: SITC’s sea freight and land-based logistics service network 
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Disclaimer 

This research report is not directed at, or intended for distribution to or used by, any person or entity who is a citizen or resident of or located in any 
jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China 
Galaxy International Securities (Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing 
requirement within such jurisdiction. 

This report (including any information attached) is issued by Galaxy International Securities, one of the subsidiaries of the China Galaxy International 
Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly 
or implied) is made as to their accuracy, correctness and/or completeness.  

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past perfor-
mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where 
necessary consult their own independent financial advisers prior to any investment decision. 

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this 
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings 
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).  

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
tional and/or the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report 
and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.  

Disclosure of Interests 

China Galaxy Securities Co., Ltd. (6881.HK; 601881.CH) is the direct and/or indirect holding company of the group of companies under China Galaxy 
International.  

China Galaxy International may have financial interests in relation to the subjected company(ies) the securities in respect of which are reviewed in this 
report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.  

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.  

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a 
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in 
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this 
report.  

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this 
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies). 

Analyst Certification  

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered 
in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or 
her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by the analyst in this report.  

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and 
Futures Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of 
this report; (2) will deal in or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as 
an officer of any of the Hong Kong-listed companies covered in this report; and (4) have any financial interests in the Hong Kong-listed companies cov-
ered in this report.  

Explanation on Equity Ratings  

 

Copyright Reserved 

No part of this material may be reproduced or redistributed without the prior written consent of China Galaxy International Securities (Hong Kong) Co., 
Limited.  

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459  

20/F, Wing On Centre, 111 Connaught Road Central, Sheung Wan, Hong Kong. General line: 3698-6888. 

BUY share price will increase by >20% within 12 months in absolute terms : 

SELL share price will decrease by >20% within 12 months in absolute terms : 

HOLD no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL : 
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