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Key points: 

 NB announces privatization offer.  CVC Asia Pacific 
Ltd. is the initiator behind the proposal 

 1) Cash Alternative - HK$1.20 for every share; or 2) 
Private Holdco Shares Alternative – 0.000047 shares 
/ 0.117868 preference shares / cash of HK$0.28 for 
every Natural Beauty share  

Stock data 
Price 

 Offer is not attractive in our view as the cash 
alternative of HK$1.20 represents 6.5x FY12/08F and 

HK$1.425.6x FY12/09F ex-cash P/E 

News flow.  Natural Beauty announced its long awaited 
privatization offer late today.  Under the proposal, existing shares 
will be cancelled in exchange for either:  1) Cash Alternative - 
HK$1.20 for every share; or 2) Private Holdco Shares Alternative – 
0.000047 shares / 0.117868 preference shares / cash of HK$0.28 
for every Natural Beauty share.  The cash offer of HK$1.20 per 
share represents a 9.8% premium over the volume weighted 
average closing price of HK$1.092 over the last 10 trading days and 
1.8% premium over the volume weighted average closing price of 
HK$1.179 over the last 20 trading days, before NB’s shares were 
suspended on 6 November. The Holdco shares are shares of a newly 
incorporated unlisted and exempted company in the Cayman 
Islands.  Should the offer be completed, Holdco will indirectly own 
NB and the value of Holdco shares will primarily be dictated by the 
value of NB and funds contributed by investment funds to 
Holdco.  The company has also indicated that there will be no 
guarantee of any dividends or dividend schedule in respect of the 
Holdco Shares and Holdco Preference Shares.  The company’s 
family shareholders (jointly accounting for 65.6% of NB’s equity 
stake) have said that they are committed to electing the Private 
Holdco Shares Alternative.  If the remaining 34.4% elect the Cash 
Alternative and NB’s share options are cancelled in accordance with 
the terms of the announcement, the total maximum cash 
consideration payable under the proposal is HK$1,194.0m.  The 
initiator of the transaction is CVC Asia Pacific Ltd. 

Target price HK$2.65 (+52.3%)

12 mth range HK$1.42-2.57

Market cap.  US$364.2m

Daily t/o, 3 mth US$0.23m

Free float % 46.4%

Ticker 0157.HK/157 HK 
Financial summary 

Our view. We reckon that the cash offer being at 1.8% premium 
over the average price of the past 20 days is not attractive.  
Moreover, the offer price represents an ex-cash P/E of 6.5x 
FY12/08F and 5.6x FY12/09F.  We think that investors are likely to 
hold-out for a better offer.  However, considering that the counter 
is very illiquid, this may provide an exit opportunity.   

Valuation.  The offer of HK$1.20 represents 8.9x FY12/08F and 
7.6x FY12/09F P/E.  (ex-cash P/E: 6.5x FY12/08F, 5.6x FY12/09F). 

 

Year to Dec 06A 07A 08F 09F 10F

Turnover (HK$m) 363.7 450.1 631.9 841.1 1046.0

Net Profit (HK$m) 123.2 178.7 270.1 313.9 386.2

EPS (HK$) 0.062 0.089 0.135 0.157 0.193

EPS Δ% 51.9 45.1 51.2 16.2 23.0

P/E (x) 23.1 15.9 10.5 9.0 7.4

P/B (x) 3.23 3.10 3.15 2.90 2.65

EV/EBITDA (x) 12.8 10.3 6.5 5.3 4.2

Yield (%) 2.8 6.5 6.3 7.3 9.0

ROE (%) 14.6 20.0 29.7 33.4 37.6

ROCE (%) 14.4 19.8 29.5 33.2 40.9

N. Gear. (%) Cash Cash Cash Cash Cash 
Price Performance 
 1 mth 3 mth 12 mth

Relative to HSI (%) -5.4 +4.9 +24.1

Actual price changes (%) -0.9 -34.4 -43.8

 

 08F 09F 10F

Consensus EPS (HK$) 0.130 0.150 0.183

Previous forecasts (HK$m) 270.1 313.9 386.2

Previous EPS (HK$) 0.135 0.157 0.193 
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Please refer to important disclosures at the end of this report 



SBI E2-Capital Securities Corporate Flash 

 

Disclosure of interests: SBI E2-Capital Securities Ltd. acted as the bookrunner for Natural Beauty 
on November 28, 2007 for vendor share placement at HK$1.91 per share for 94.47m shares. 
 

SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: sbie2capital.com, thomsononeanalytics.com, 
factset.com and multex.com  
SBI E2-Capital stock ratings: 
STRONG BUY : absolute upside of >50% over the next three months 
BUY  : absolute upside of >10% over the next six months 
HOLD  : absolute return of -10% to +10% over the next six months 
SELL  : absolute downside of >10% over the next six months 
Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other related businesses with the companies in this report. 

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that the analyst has not received 
and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. 
Disclaimer: This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities.  The securities referred to in this report may not 
be eligible for sale in some jurisdictions.  The information contained in this report has been compiled by the Research Department of SBI E2-Capital Securities Limited 
(‘SBI E2-Capital’) from sources that it believes to be reliable but no representation, warranty or guarantee is made or given by SBI E2-Capital or any other person as to 
its accuracy or completeness.  All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of SBI E2-Capital as of the date of this 
report only and are subject to change without notice.  Neither SBI E2-Capital nor any other person, accepts any liability whatsoever for any loss howsoever arising from 
any use of this report or its contents or otherwise arising in connection therewith.  Each recipient of this report shall be solely responsible for making its own independent 
investigation of the business, financial condition and prospects of the companies referred to in this report.  SBI E2-Capital and their respective officers, directors and 
employees, including persons involved in the preparation or issuance of this report, may from time to time (1) have positions in, and buy or sell, the securities of 
companies referred to in this report (or related investments); (2) have a consulting, investment banking or broking relationship with any company referred to in this report; 
and (3) to the extent permitted under applicable law, have acted upon or used the information contained or referred to in this report including effecting transactions for 
their own account in an investment (or related investment) in respect of any company referred to in this report, prior to or immediately following its publication.  This 
report may not have been distributed to all recipients at the same time.  This report is issued only for the information of and may only be distributed to professional 
investors and dealers in securities and must not be copied, published, reproduced or redistributed (in whole or in part) by any recipient for any purpose.  This report is 
distributed in Hong Kong by SBI E2-Capital.  Any recipient of this report who requires further information regarding any securities referred to in this report should contact 
the relevant office of SBI E2-Capital located in such recipient’s home jurisdiction. 
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