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 1H11 revenue +~60% yoy to beat consensus +45% yoy: we expect 1H 

revenue to grow ~60% yoy, higher than consensus full year +45% yoy. It can 

be mainly attributed to the ~100% yoy growth of air-con distribution revenue. 

Huiyin is the regional distributor of major air-con brands in several cities in 

Jiangsu and Anhui. Besides strong air-con demand of lower-tier cities and 

rural market, we believe the energy saving subsidy expiry by end of May 

and early promotion by air-con suppliers contribute to the extreme high 

growth in 1H and twist the normal seasonality. 

 1H11 net profit +~25%-30% yoy to disappoint, due to segment mix 

change: we estimate net profit in 1H11 to be RMB 45-50mn, or +25-30% 

yoy, lower than consensus full year growth +46% yoy. Despite higher than 

expected revenue growth, the net profit growth will be lower, as 1) the 

distribution business, with lower gross margin represents higher weight, and 

2) higher working capital need of the distribution business increase total 

debt level and cause higher financial cost. 

 Macro growth trend to continue. Aim to increase weight of retail in the 

long term: we believe Huiyin’s rapid growth will continue. The home 

appliance demand in Tier 3&4 cities and rural market will remain strong, 

given the urbanization trend and current low penetration. We understand 

that the company needs to maintain good relation with major air-con 

suppliers by supporting their sales strategy. Despite the unusual seasonality 

in 1H11, Huiyin plans to increase the weight of retail business by expanding 

its retail network to improve margin and working capital condition. 

 Maintain Buy with TP HK$2.0: we lower our FY11E and FY12E earnings 

estimate by 18% and 20%, given the change of segment mix and 

corresponding lower gross margin and higher financial cost. However, we 

are positive about the long-term growth of Huiyin in the booming Tier3&4 

and rural market. Maintain Buy with TP of HK$2.0 based on 14x FY11E PE. 
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 HKEx code  1280  

 Close price (HK$) 1.53  

 12 Months High (HK$) 2.48  

 12 Month Low (HK$) 1.41  

 3M Avg Dail Vol. (mn) 3.55  

 Issue Share (mn) 1,048.34  

 Market Cap (HK$mn) 1,603.96  

 Fiscal Year  12/2010  

 Major shareholder (s) Cao Kuan Ping (24.2%)  

 Source: Company data, Bloomberg, OP Research 

Closing price are as of 14/7/2011 
All figures are subject to rounding 
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Exhibit  1: Investment  Summary 
Year to Dec (RMB mn) FY09A FY10A FY11E FY12E FY13E 

Revenue 1,247.8  1,784.5  2,727.3  3,738.4  4,953.6  

 Growth (%) 26.3  43.0  52.8  37.1  32.5  

Net profit 91.5  91.7  123.4  175.6  242.6  

 Growth (%) 139.5  0.3  34.6  42.3  38.1  

Diluted EPS (HK$) 0.110  0.106  0.141  0.201  0.278  

Change to previous EPS (%) 
  

(17.9) (20.5) 
 

Consensus EPS (HK$) 
  

0.169  0.226  
 

EPS growth (%) 139.5  (3.2) 33.1  42.3  38.1  

ROE (%) 15.9  8.6  10.6  13.6  16.6  

ROA (%) 9.7  4.9  4.9  5.7  6.1  

P/E (x) 13.9  14.4  10.8  7.6  5.5  

P/B (x) 2.2  1.3  1.2  1.1  0.9  

Source: Bloomberg, OP Research 
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Exhibit 2: Earnings revision 

  FY11E FY12E 

(RMB, mn) New Old Change New Old Change 

Revenue  2,727 2,580 5.7% 3,738 3,762 -0.6% 

EBIT  195 217 -9.9% 288 334 -13.8% 

Net Profit  123 150 -17.9% 176 221 -20.5% 

EPS, HKD 0.14 0.17 -17.9% 0.20 0.25 -20.5% 

Source: Company, OP Research 
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Financial Summary 

Profit and loss             Cash flow           

Year to Dec (RMB mn) FY09A FY10A FY11E FY12E FY13E   Year to Dec (RMB mn) FY09A FY10A FY11E FY12E FY13E 

Revenue 1,248  1,784  2,727  3,738  4,954    Pre-tax profit 127  140  181  257  355  

              Taxes paid (47) 30  (80) (54) (77) 

EBITDA ( ex-assoc) 139  157  214  316  441    Depreciation/amort'n 14  16  18  29  36  

Depreciation (14) (16) (18) (29) (36)   Associates' adj. 0  0  0  0  0  

EBIT( ex-assoc) 125  142  195  288  405    Exceptional items 0  0  0  0  0  

Net interest inc/(exp) 2  (1) (15) (31) (50)   Gross cash flow 94  186  119  231  314  

Associates' profits 0  0  0  0  0    Capex (53) (37) (216) (98) (98) 

Exceptional items/others 0  0  0  0  0    Change in working cap (176) (356) (233) (425) (510) 

Pre-tax profit 127  140  181  257  355    Free cash flow (135) (207) (330) (291) (295) 

Tax (34) (46) (54) (77) (106)   Dividends 0  (59) (17) (44) (62) 

Minority interest (1) (2) (3) (4) (6)   Investments (3) (37) 0  0  0  

Preference dividends 0  0  0  0  0    Disposals 0  0  0  0  0  

              Share issues 91  484  0  0  0  

Net profit 91  92  123  176  243    Others (87) (36) 0  0  0  

Others 0  0  0  0  0    Net cash flow (134) 145  (347) (335) (356) 

Dividends 0  (59) (37) (53) (73)   Net cash (debt) start 82  (52) 93  (254) (589) 

              Net cash (debt) at Y/E (52) 93  (254) (589) (945) 

Retained earnings 91  33  86  123  170    S'holders' funds + MI 575  1,072  1,162  1,289  1,464  

              Net debt/equity (%) 9  (9) 22  46  65  

                          

Balance sheet             ROE decomposition           

Year to Dec (RMB mn) FY09A FY10A FY11E FY12E FY13E     FY09A FY10A FY11E FY12E FY13E 

Cash & deposits 18  182  275  99  93    EBIT margin (%) 10.03  7.95  7.17  7.70  8.17  

Trade debtors 590  1,163  1,418  1,944  2,576    Pre-tax/EBIT (x) 1.01  0.99  0.92  0.89  0.88  

Other debtors 0  0  0  0  0    Net profit/pre-tax (x) 0.72  0.65  0.68  0.68  0.68  

Inventories 163  276  409  561  743    Asset turnover (x) 1.32  0.96  1.08  1.20  1.25  

Other current assets 0  0  0  0  0    Assets/equity (x) 1.64  1.73  2.18  2.41  2.72  

Intangible assets 22  59  59  59  59    ROE (%) 15.90  8.55  10.62  13.63  16.56  

Investment, associates and 

Other LT assets 
36  35  35  35  35                

Fixed assets 117  141  338  408  470    Statistics and ratios           

Total assets 946  1,857  2,535  3,107  3,977    Year to Dec (RMB mn) FY09A FY10A FY11E FY12E FY13E 

              Growth rate (%)           

Trade creditors 196  527  682  935  1,238    Revenue 26  43  53  37  33  

Other creditors 0  0  0  0  0    EBITDA (ex-assoc) 136  13  36  48  39  

ST debt 70  83  123  283  383    EBIT (ex-assoc) 154  13  38  47  41  

Other current liabs 65  167  161  193  233    Net profit 139  0  35  42  38  

LT borrowings 0  5  405  405  655    Fully diluted EPS 139  (3) 33  42  38  

Deferred taxation and others 39  2  2  2  2    Margins (%)           

Other LT liabilities 0  0  0  0  0    EBITDA (ex-assoc) 11  9  8  8  9  

Total liabilities 370  785  1,374  1,818  2,512    EBIT (ex-assoc) 10  8  7  8  8  

              Other ratio           

Share capital 0  7  7  7  7    Effective tax rate (%) 27  33  30  30  30  

Reserves 573  1,050  1,136  1,259  1,429    Payout ratio (%) 0  64  30  30  30  

S'holders' funds 573  1,057  1,143  1,266  1,436    Net ROE (%) 16  9  11  14  17  

Minorities 3  15  18  23  28    Net gearing (%) 9  (9) 22  46  65  

Total equity 575  1,072  1,162  1,289  1,464    ROA (%) 10  5  5  6  6  

Net cash (debt) (52) 93  (254) (589) (945)   Interest coverage (x) 43  28  11  8  8  

Total cap employed 615  1,079  1,569  1,696  2,122    Debtors (days) 173  238  190  190  190  

Cash & deposits 18  182  275  99  93    Creditors (days) 57  108  91  91  91  

              Stock (days) 48  57  55  55  55  

Source: Company, OP Research 
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Exhibit 3: Forward P/E Ratio on consensus estimates 

 

Source: Bloomberg, OP Research 

Exhibit 4: Forward P/B Ratio on consensus estimates 

 

Source: Bloomberg, OP Research 
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Exhibit 5: Peer Group Comparison 

    bloomberg Year Mkt Cap Price   PER (x)     P/B (x)     Yield (%)   

    code End (HKD mn) (HKD) FY10A FY11E FY12E FY10A FY11E FY12E FY10A FY11E FY12E 

Traditional Media                             

GOME ELECTRICAL   493 HK 12/2010 57,327  3.40 23.3 18.4 15.0 3.3 2.8 2.4 1.2% 1.6% 2.0% 

HAIER ELECTRONIC   1169 HK 12/2010 22,667  9.70 18.0 13.5 10.3 7.2 4.8 3.4 0.0% 1.8% 2.4% 

SUNING APPLIAN-A   002024 CH 12/2010 108,858  15.56 23.8 17.3 14.3 5.0 3.9 3.1 0.7% 0.9% 1.1% 

Average         

 

21.7 16.4 13.2 5.2 3.8 3.0 1.0% 1.4% 1.8% 

Median         

 

23.3 17.3 14.3 5.0 3.9 3.1 0.7% 1.6% 2.0% 

Source: Bloomberg, OP Research 
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Our recent reports 

Date Company / Sector Stock Code Title Rating Analyst 

14-Jul-11 Solar Sector Update - Wafer prices reversed downtrend N/A Antony Cheng 

13-Jul-11 China 33 Media Group 8087 Interim results preview BUY Yuji Fung/ David Yuan 

13-Jul-11 China All Access 633 Interim results preview BUY Yuji Fung/ David Yuan 

12-Jul-11 TCL COMM 2618 1H11 Shipments in line BUY Yuji Fung 

12-Jul-11 GCL-Poly Energy 3800 Interim results preview BUY Antony Cheng 

12-Jul-11 EVA Precision Industrial 838 Interim results preview BUY Create Lee 

11-Jul-11 YGM Trading Limited 375 Road Show Takeaway BUY Godfrey Leung 

08-Jul-11 TCL COMM 2618 Profit Surprise, Everything is on track BUY Yuji Fung 

08-Jul-11 Comtec Solar 712 Interim results preview HOLD Antony Cheng 

07-Jul-11 The Alternative Financing 

Industry 

- Update on PBOC's rate hike N/A Antony Cheng 

06-Jul-11 Oriental Watch 398 Road Show Takeaway ASP raise and discount 

narrowing 

BUY Godfrey Leung 

05-Jul-11 Tianneng Power 819 Strong result ahead BUY Create Lee 

30-Jun-11 YGM Trading Limited 375 FY11 result update - good result, revitalization 

follows 

BUY Godfrey Leung 

29-Jun-11 China 33 Media Group 8087 High-speed media company with high growth BUY Yuji Fung/ David Yuan 

29-Jun-11 YGM Trading Limited 375 FY11 result first take BUY Godfrey Leung 

28-Jun-11 ERA Mining Machinery 8043 Are we in the same ERA? BUY Create Lee 

27-Jun-11 ERA Holdings 8043 Share placement abandoned BUY Create Lee 

27-Jun-11 China Corn Oil 1006 Positive profit alert BUY Godfrey Leung 

27-Jun-11 Oriental Watch 398 Precious Time BUY Godfrey Leung 

23-Jun-11 YGM Trading Limited 375 Upward earnings revision BUY Godfrey Leung 

22-Jun-11 Singamas Container 716 A good entry opportunity BUY Antony Cheng 

20-Jun-11 SIM Tech 2000 1H11 Profit Warning SELL Yuji Fung 

13-Jun-11 China alternative financing 

Industry 

- The critical lifeline to SMEs N/A Antony Cheng 

08-Jun-11 Chinasoft 354 Introduction of Hony Capital as strategic investor BUY Yuji Fung/ David Yuan 

07-Jun-11 YGM Trading 375 Overlooked fundamental change has taken place BUY Godfrey Leung 

07-Jun-11 ERA Holdings 8043 Another giant into client mix BUY Create Lee 

30-May-11 Lead acid battery - Consolidation favours large players BUY Create Lee 

 

To access our research reports, please visit our website at:  

http://www.oriental-patron.com.hk/opsl/eng/company.php 
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