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 Figure 1: Market share of organic milk producers by productivity (2013)  

  

  Source: Certification and Accreditation Administration of PRC, Frost & Sullivan 

Stock Data (1432 HK)

Rank Organic raw milk Organic raw milk Market share

1 Shengmu 94.2 54.2

2 Yili 40.2 23.1

3 Yunhai Qiulin 16.7 9.6

4 Others 22.7 13.1

Total 173.8 100
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 Figure 2: China’s consumption of organic food from 2009 to 2015 (RMB b) 

               

Source: Frost & Sullivan 

℃ ℃

Figure 3: Organic standards in E.U. and China 

 

  Source: Company 
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Figure 4: Peer comparison 

 

Source: Bloomberg, Hong Kong Exchange, SBI China Capital 

Figure 5: Herd size comparison among CMD, CHD, CSOM and YST (2013) 

 

Source: Company 

 

 

Figure 6: Raw/liquid milk price of CSOM, CHD and CMD.  

 

Source: Company 

 

Company

China Huishan Dairy 6863 HK 1.82 26,072.4 March 14.5 13.9 13.1 7.9 37.2

China Modern Dairy 1117 HK 3.73 18,195.1 December 30.3 28.7 8.9 4.5 53.1

Yuanshengtai Dairy 1431 HK 1.29 4,963.0 December 11.2 10.3 9.7 5.7 21.3

China Shenmu Organic Milk* 1432 HK 2.36 14,802.5 December 37.2 30.5 19.2 10.5 45.1

Average 16,008.2 23.3 20.9 12.7 7.2 39.2

 P/E (x)

( Next fiscal year)

ROA

(%)

ROE

(%)

Total debt/

Total equity (%)

(%)

Ticker
Spot

(HKD)

Market cap

(HKD m)
Fiscal year end

 P/E (x)

(last fiscal year)

Productivity of cow

 (tons/year)
Number of cows Number of milkable cows Proportion of milkable cows

CMD 8.5 186,838 98,791 52.9%

CHD 9.1 144,191 61,286 42.5%

CSOM 8.5 60,457 35,850 59.3%

YST 9.0 40,396 21,544 53.3%

Revenue (RMB m) ASP (RMB/ton) Revenue (RMB m) ASP (RMB/ton) Revenue (RMB m) ASP (RMB/ton)

Raw milk Organic milk 352.9 5,151.0 Raw milk 983.9 4,515.0 Raw milk 1,697.0 4,790.0

Non-organic milk 487.8 4,377.0

Liquid milk Organic milk 302.9 14,625.0 Liquid milk 2,287.9 7,957.0 Liquid milk 204.3 11,163.9

CHD (FY03/14) CMD (FY12/13)CSOM (FY12/13)



 
 

 
4 

Figure 7: Per share items (RMB) 

Source: Company data 

 

Figure 8: Ratio analysis 

Source: Company data 

 

Figure 9: Income statement (RMB m) 

Source: Company data 

 

 

 

FY12/11 FY12/12 FY12/13

EPS 

  - Basic ﹣ ﹣ 0.04

DPS ﹣ ﹣ ﹣

BVPS ﹣ ﹣ 0.45

FY12/11 FY12/12 FY12/13

Growth (YoY)

Revenue - 80.0% 63.2%

Gross profit - 104.3% 109.5%

Operating profit - -7.4% 94.0%

Net profit - -10.9% 88.3%

Margins -

Gross margin - 33.4% 42.9%

EBIT margin - 30.1% 35.8%

Net profit margin - 28.4% 32.7%

Other ratios -

Return on average assets - 13.1% 13.3%

Return on average equity - 19.0% 25.6%

Dividend payout ratio - - -

Valuation measures -

P/E (x) - - 37.20

P/B (x) - - 3.90

Dividend yield - - -

FY12/11 FY12/12 FY12/13

Revenue 389.4 700.8 1,143.7

Cost of sales (274.8) (466.7) (653.3)

Gross profit 114.6 234.1 490.4

Other income 127.5 12.3 16.3

SG&A (14.2) (35.4) (97.3)

Operating profit 227.9 211.0 409.4

Finance cost (4.7) (12.4) (32.8)

Share of profit and (losses) of an associate - 0.3 (1.3)

Profit before taxation 223.2 198.9 375.4

Income tax - - (0.9)

Profit for the year 223.2 198.9 374.5

Non-controlling interest 0.0 (3.1) (47.2)

Profit attributable to shareholders 223.2 195.8 327.3
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Figure 10. Balance sheet (RMB m) 

Source: Company data 

  

FY12/11 FY12/12 FY12/13

Non-current assets

PP&E 194.9 450.2 922.8

Land lease payment - 3.5 3.4

Other intangible assets 15.0 14.5 14.2

Interests in associations 14.8 17.6 17.7

Biological assets 713.8 1,029.5 1,510.2

Prepayment for PPE and biological asset 14.1 0.0 9.0

Deferred tax assets - - 0.2

Total non-current Assets 952.6 1,515.3 2,477.5

Current assets

Inventories 103.9 204.2 335.2

Trade and bills receivables 10.0 24.5 63.5

Prepayments, deposits and other receivables 15.9 30.0 94.4

Pledged deposit 29.2 12.8 15.0

Cash and cash equivalents 69.6 29.8 127.1

Total current assets 228.6 301.4 635.2

Total assets 1,181.2 1,816.7 3,112.7

Current liabilities

Trade and bills payables (84.0) (132.2) (191.0)

Receipts in advance (15.5) (17.5) (82.5)

Other payables and accruals (82.5) (124.6) (198.6)

Interest-bearing bank and other borrowings (75.0) (324.0) (932.0)

Total current liabilities (257.0) (598.3) (1,404.1)

Non-current liabilities

Interst-bearing bank and other borrowings 49.0 - -

Total non current liabilities 49.0 - -

Net assets 875.3 1,218.5 1,707.9

Equity

Issued capital - - -

Reserves 855.6 1,166.9 1,494.2

Non-controlling interests 19.7 51.6 213.7

Total equity 875.3 1,218.5 1,707.9
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Figure 11. Cash flow statement (RMB m) 

Source: Company data 

FY12/11 FY12/12 FY12/13

Operating activity

Cash generated from operations 1,427.7 2,810.5 1,619.5

Net interest income 33.4 (56.4) (76.1)

Income tax paid (122.8) (213.1) (309.2)

Net cash flow from operating activities 1,338.4 2,541.0 1,234.1

Investing activities

Acquisition of a subsidiary (519.7) - -

Investment in assocaites (320.9) (11.9) 328.5

Payment and prepayment for  land use right (361.6) (183.3) 717.2

Purchases of PP&E and others (3,619.2) (3,021.8) (4,462.8)

Dividends received from jointly controlled entities 5.0 10.0 10.3

Proceeds from disposal of PP&E and financial assets 94.8 275.5 1,273.4

Dividends received 10.0 10.7 8.9

Cash flow from investing activities (4,144.1) (3,405.2) (4,083.0)

Financing activities

Proceeds from bank borrowings and notes payables 4,356.9 7,066.7 10,411.4

Repayments of bank borrowings (1,451.6) (6,186.9) (8,264.8)

Dividends paid to equity holders of the company (155.7) (93.6) (171.2)

Cash flow from financing activities 2,749.5 786.2 1,975.4

Net increase in cash and cash equivalent (56.1) (78.1) (873.5)

Cash and cash equivalents at the beginning of the year 2,427.4 2,369.1 2,290.8

Effect of foreign rate exchange (2.2) (0.1) (3.3)

Cash and cash equalents at the end of the year 2,369.1 2,290.8 1,413.9
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SBI China Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: 
research@sbichinacapital.com, thomsononeanalytics.com, factset.com and multex.com  

SBI China 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 China 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 China Capital Financial Services Limited (‘SBI China Capital’) from sources that 
it believes to be reliable but no representation, warranty or guarantee is made or given by SBI China 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 China Capital as of the date of this report only and are subject to change without notice.  Neither SBI 
China 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 China 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 
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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 China 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 
China Capital located in such recipient’s home jurisdiction. 
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