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Hong Kong 

Sino Biopharma Tue, 17 Nov 2009 

Current price is fair HOLD (from BUY) 
.  
 
 

Key points: 

 3Q FY12/09A revenue increased 54.2% to HK$901.4m and net 

profit was up 46.7% YoY to HK$97.7. 

 New blockbuster drugs are the key growth driver. 

 R&D support the long-term growth. 

 Cash on hand of HK$1,846.0m and dividend payout ratio of 

55.6%. 

 Plan to issue one bonus share for every two existing shareholders 

for improving liquidity. 

 DCF-derived fair value at HK$3.2, representing 20.3x and ex-cash 

16.1x FY12/10F P/E. Call from BUY to HOLD 
 

3Q FY12/09A results. For 3Q FY12/09A, Sino Biopharmaceutical (SB) 
reported 54.2% YoY growth to HK$901.4m in revenue with net profit 
up 46.7% YoY to HK$97.7m. The gross margin widened 1.2 pcp YoY to 
79.1% while the net margin narrowed 0.6 pcp YoY to 10.8%. The top 
line is better than our expectation, but the bottom line is in line with 
our expectation.  

New blockbuster drugs were the key.  For 3Q FY12/09A, the 
Sales of Tianqingning injections increased 73.0% YoY to HK$28.4m. The 
sales of Tianqingganmei injections increased 96.8% YoY to HK$97.1m. 
The sales of Mingzheng capsules increased 41.2% to HK$171.3m.  The 
sales of Tianqingganping capsules increased 41.2% to HK$54.0m. The 
sales of Kaifen injections increased 54.4% to HK$58.5m.  

R&D is capable for the long term development. For 3Q 
FY12/09A, SB got the product approval for 2 new drugs. Currently, it is 
developing 16 cardio-cerebral medicines, 12 hepatitis medicines, 4 
oncology medicines, 5 respiratory system medicines and 28 other 
medicines. With SB’s strong product promotion capability, particularly 
for cardio-cerebral medicines, we think that it would come out with 
some new blockbuster drugs in later stage.  

Cash and dividend. By the end of September 2009, SB had net cash of 
HK$1,846.0m (2Q FY12/09A: HK$1,835.5m). The dividend payout ratio 
is 55.6% for 2Q FY12/09A (2Q FY12/09A: 41.6%). 

Issue bonus share again. Following up its bonus share issues in 
August 2009, SB plans to issue one bonus share for every two existing 

shares for the purpose of further improving liquidity. It also proposed to increase authorized share capital from 
HK$100m to HK$150.0m.  

Hold call with target price of HK$3.21. We revised slightly our earnings forecast to HK$385.9m (from 
HK$383.8m) for FY12/09F and HK$477.6m for FY12/10F (from HK$473.1m).  The share price of the counter has 
up 76.1 % since our last report in September 2009. According to our DCF model based on discount rate of 13% and 
Terminal growth rate of 1%, the fair value for the counter is HK$3.2, representing 20.3x and ex-cash 16.1x 
FY12/10F P/E.  We move our call to HOLD from BUY.  

 

 

Financial summary 

Year to Dec 07A 08A 09F 10F 11F 

Turnover (HK$m) 1,164.3 2,282.2 3,360.6 4,072.6 4,637.5 

Net Profit (HK$m) 224.4 297.6 385.9 477.6 576.0 

EPS (HK$) 0.074 0.099 0.128 0.158 0.191 

EPS Δ% 58.9 32.7 29.7 23.8 20.6 

P/E (x) 41.7 31.4 24.3 19.6 16.2 

P/B (x) 4.63 4.20 3.47 2.89 2.40 

EV/EBITDA (x) 32.5 14.6 10.8 8.3 6.5 

Yield (%) 1.5 1.5 1.8 2.3 2.8 

ROE (%) 11.4 14.0 15.7 16.1 16.2 

ROCE (%) 12.3 22.3 25.8 27.6 28.4 

N. Gear. (%) Cash Cash Cash Cash Cash 

Source: SBI E2Capital 

 

Price Performance 

 1 mth 3 mth 12 mth 

Relative to HSI (%) +11.4 +65.1 +144.0 

Actual price changes (%) +16.5 +81.3 +313.3 

    

 09F 10F 11F  

Consensus EPS (HK$) 0.130 0.170 0.210 

Previous forecasts (HK$m) 383.8 473.1 555.8 

Previous EPS (HK$) 0.127 0.157 0.184 

 

Price Chart 

 
 

Helena Qiu 

(852) 2533 3709 

helenaqiu@sbie2capital.com 

 

Ticker:  1177.HK 12 mth range:  HK$0.68-3.28 

Price:  HK$3.10 Market cap:  US$1,200.5m 

Target:  HK$3.21(+3.5%) Daily t/o, 3 mth:  US$1.5m 

  Free float %:  43.5% 
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Hong Kong 

Table 1: 3Q FY12/09A results summary  

3 months 

to June. 

Turnover 

(HK$m) 

Gross profit 

(HK$m) 

Gross margin 

(%) 

Pre-tax profit 

(HK$m) 

Tax rate 

(%) 

Net profit 

(HK$m) 

EPS* 

(HK$) 

DPS* 

(HK$) 

3Q FY09 901.4 712.6 79.1 203.8 21.6 97.7  0.015 

2Q FY09 727.0 631.2 86.8 184.6 18.7 87.1 0.028 0.012 

QoQ (%) 24.0 12.9 - 10.4 - 12.2   

3Q FY08 584.6 455.4 77.9 138.8 27.7 66.6   

YoY (%) 54.2 56.5 - 46.8 - 46.7   

Source: Company data  

Table 2: 3Q FY12/09A revenue breakdown 

3 months to September (HK$m) Revenue YoY change (%) % of turnover 

Cardio-cerebral medicines 169.5 47.9 18.8 

Hepatitis medicines 443.0 40.7 49.1 

Oncology medicines 54.2 15.3 6.0 

Others 234.8 117.0 26.1 

Total 901.4 54.2 100.0  

Source: Company data 

Table 3: DCF valuation reference table 

 Terminal Growth 

WACC 0.5% 1.0% 1.5% 2.0% 2.5% 

11.0% 3.89  4.00 4.12  4.26  4.42  

12.0% 3.48  3.57  3.67  3.77  3.88  

13.0% 3.15 3.21  3.29  3.37  3.46  

14.0% 2.86  2.92  2.98  3.04  3.11  

Source: SBI E2-Capital 

Table 4: P&L 

Year to Dec (HK$m) 07A 08A 09F 10F 11F 

Turnover 1,164.3  2,282.2  3,360.6  4,072.6  4,637.5  

Cost of sales (205.8) (473.2) (693.5) (834.9) (927.5) 

Gross profit 958.5  1,809.0  2,667.2  3,237.7  3,710.0  

Other income and gains 98.4  95.0  58.9  36.0  36.8  

Selling and distribution costs (503.8) (876.6) (1,328.5) (1,588.3) (1,762.3) 

Administrative expenses (154.7) (305.5) (424.3) (488.7) (556.5) 

Other operating expenses (53.7) (112.5) (200.4) (244.4) (278.3) 

Operating profit 344.7  609.4  772.9  952.4  1,149.8  

Finance costs, net (2.6) (9.1) (7.8) (8.1) (7.0) 

Share of profits of an associated  0.2  0.0  0.0  0.0  0.0  

Profit before taxation 342.3  600.3  765.0  944.2  1,142.9  

Taxation (34.0) (118.3) (149.7) (236.1) (285.7) 

Profit after tax 308.3  482.0  615.3  708.2  857.2  

Minority interests (84.0) (184.4) (229.4) (230.6) (281.2) 

Profit attributable to shareholders 224.4  297.6  385.9  477.6  576.0  

% chg 58.9  32.6  29.7  23.8  20.6  

Dividends 135.8  135.8  169.8  214.9  259.2  

Source: Company data & SBI E2Capital 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

3 

Hong Kong 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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. 

Copyright  SBI E2-Capital Securities Limited 2008. All rights reserved. 
 

http://www.sbie2capital.com/research.asp
http://www.sbie2capital.com/research.asp

