
 
 

 

 

Equity Research Report 

18 August 2014 

 
 

Please refer to important disclosures at the end of this report 

 

 

1 

Results Update 

China Everbright International 0257 HK 
Profit forecast revised up on the back of new projects secured 

 
 CEI reported turnover and net profit attributable to shareholders of 

HKD2,943.8m and HKD801.9m in 1H FY12/14, representing a YoY increase 

of 19.3% and 23.3% respectively. 

 The company has secured 11 new projects and has commenced the 

preparation of 2 wind power projects in 1H FY12/14. 

 We expect that the company will perform better in 2H FY12/14 as most of 

its projects in their preparatory stages will begin construction in 2H 

FY12/14. 

 We revised up our TP from HKD10.8 to HKD11.4, maintain rating at HOLD. 

Nelson Lee, CFA, FRM 

(852) 2533 3708 

nelsonlee@sbichinacapital.com 
 

 
 

 

 

New projects secured in 1H FY12/14: The company secured 11 new projects in 1H 

FY12/14, which include 7 WTE projects, 1 hazardous waste treatment project, and 3 

biomass integrated utilization projects. The company has also commenced the 

preparation of 2 wind power projects. These projects (11 new projects + 2 wind power 

projects) command a total investment of RMB4.6b. Among the 7 WTE projects, 4 are in 

their preparatory stages and, we believe, will proceed to their construction stages in 3Q 

FY12/14, from which each will start contributing construction revenue to the company. 

Better performance expected in 2H FY12/14: We expect the company’s revenue and 

profit to be higher in 2H FY12/14 as compared to 1H FY12/14, as we expect the 15 WTE 

projects (including the 4 projects secured in 1H FY12/14) that are in their preparatory 

stages to begin construction in 2H FY12/14, and therefore we expect construction 

revenue would be significantly higher as compared to 1H FY12/14. That said, as 

construction revenue of WTE projects only commands gross profit of ~15.0%-20.0% (as 

opposed to 50.0%-70.0% recorded in operating revenue), we forecast the blended gross 

profit margin for FY12/14 to be 36.6%, which is lower than 45.9% recorded in 1H 

FY12/14. 

TP revised up to HKD11.4 with rating maintained at HOLD: We revised up our 

revenue and profit forecast for CEI as a result of factoring in the new project the 

company secured in 1H FY12/14. Accordingly, we also revised up our TP from HKD10.8 

to HK11.4, which represents an upside to the current price of 8.2%. It is worth noting 

that our forecast has not factored in the acquisition of Hankore that is expected to be 

completed in 4Q FY12/14.   

Figure 1: Financials and valuation 

 

Source: SBI China Capital, Company data 

Stock Data (257 HK)

Rating HOLD

Price (HK$) 10.54

Target Price (HK$) 11.4

12m Price Range (HK$) 6.62-12.12

Market cap. (HK$m)           47,258.3 

Daily t/o (HK$m)                  95.5 

Free float (%) 60.3

Source: Bloomberg

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Total Revenue (HKD m) 3,410 5,320 9,042 11,504 6,247

  Revenue Growth(YoY) -2.2% 56.0% 70.0% 27.2% -45.7%

EBIT (HKD m) 1,483 2,127 2,945 3,814 3,272

  EBIT Growth(YoY) 17.7% 43.4% 38.5% 29.5% -14.2%

Net Profit  (HKD m) 1,154 1,364 1,895 2,408 2,005

  Net Profit Growth(YoY) 40.2% 17.9% 37.6% 27.1% -16.7%

EPS (HKD) 0.30 0.30 0.41 0.52 0.43

DPS (HKD) 0.06 0.09 0.08 0.10 0.09

P/E (x) 35.5 35.7 25.9 20.4 24.5

Dividend Yield 0.6% 0.8% 0.8% 1.0% 0.8%



 

Result Updates 

China Everbright International (0257 HK) 

18 August 2014 
 

 

 

2 Please refer to important disclosures at the end of this report. 

Figure 2. Result snapshot for 1H FY12/14 and 1H FY12/13 

 

Source: Company data 

Figure 3. Revenue breakdown for 1H FY12/14 and 1H FY12/13 

 

Source: Company data 

Figure 4. Forecast changes 

 

Source: Company data 

Valuation 

We revised CEI’s revenue and net profit upward for the next few years as the company has secured more 

environmental projects in 1H FY12/14, and therefore we expect to see significant improvements in its 

construction revenue and operating revenue. It is worth noting that we conservatively forecast revenue in 

FY12/16 to be lower than that in FY12/15, as we assume there will be only 3 WTE projects to begin construction 

during the year (while there are 19 WTE projects under construction or in their preparatory stages in FY12/14), 

therefore we expect the revenue from construction in FY12/16 to be significantly lower than that in FY12/15. 

We also revised upward our target price on CEI from HKD10.8 to HKD11.4 based on our expectation of higher 

free cash flow generated from more environmental projects. Our target price is derived from our DCF model 

which assumes a weighted average cost of capital (WACC) of 7.6% and a terminal growth rate of 3.0%. We 

maintain our rating at HOLD. 

Figure 5. DCF model 

 

Source: SBI China Capital  

 

  

1H FY12/14 1H FY12/13

HKD m HKD m

Revenue 2,943.8 2,466.7 19.3%

Gross profit 1,351.5 1,145.7 18.0%

Profit from operation 1,250.4 1,034.0 20.9%

Net profit attributable to shareholders 801.9 650.2 23.3%

Change (%)

1H FY12/14 1H FY12/13

HKD m HKD m

Waste-to-energy projects 1,526.7 1,249.3 22.2%

Waste water treatment projects 81.0 199.7 -59.4%

Alternative energy projects 164.1 0.0 N.A.

Waste-to-energy projects 320.6 303.3 5.7%

Waste water treatment projects 284.9 242.0 17.7%

Alternative energy projects 123.9 123.7 0.2%

439.8 348.5 26.2%

2.2 0.3 753.7%

0.5 0.0 N.A.

2,943.8 2,466.7 19.3%

Change (%)

Total

Construction revenue

Operation service

Finance Income

Gross rentals from investing properties

Construction mangement fee income

New Old New Old New Old

HKD m HKD m HKD m HKD m HKD m HKD m

Revenue 9,041.6 7,843.0 15.3% 11,504.0 8,966.8 28.3% 6,246.8 5,684.8 9.9%

Gross profit 3,307.2 3,022.8 9.4% 4,273.8 3,698.8 15.5% 3,522.0 3,283.6 7.3%

Net profit 1,895.3 1,746.1 8.5% 2,408.0 2,189.6 10.0% 2,005.2 1,968.4 1.9%

Change (%)

FY12/14 FY12/15 FY12/16

Change (%) Change (%)

FY12/14E FY12/15E FY12/16E FY12/17E FY12/18E FY12/19E FY12/20E

WACC@7.6%

FCFF (HKD m) (2,171.1) (5,708.7) 3,408.1 4,207.6 2,574.0 3,537.0 3,512.8

Discount Factor 0.9 0.9 0.8 0.7 0.7 0.6 0.6

Discounted FCFF (HKD m) (2,018.1) (4,932.2) 2,736.9 3,140.8 1,785.9 2,281.1 2,105.8

PV of estimated FCFF (HKD m) 5,100.3

PV of terminal FCFF (HKD m) 47,313.0

Value of Firm (HKD m) 52,413.3

Minus: debt (HKD m) 6,921.1

Plus: cash and cash equivalent (HKD m) 5,771.1

Value of Equity (HKD m) 51,263.3

Total Share outstanding (m) 4,483.7

Equity Value per share (HKD) 11.4
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Figure 6. Per share items 

 

Source: SBI China Capital, Company data 

 

Figure 7. Ratio analysis 

 
Source: SBI China Capital, Company data 

 

Figure 8. Income statement (HKD m) 

 
Source: SBI China Capital, Company data 

 

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

EPS  (HKD cents)

  -basic 29.7 29.5 40.6 51.6 43.0

  -diluted 29.5 29.5 40.6 51.6 43.0

DPS  (HKD cents) 6.0 8.5 8.1 10.3 8.6

BVPS  (HKD) 1.9 3.1 3.4 3.8 4.2

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Growth (YoY)

revenue -2.2% 56.0% 70.0% 27.2% -45.7%

Gross profit 17.1% 41.1% 39.2% 29.2% -17.6%

Operating profit 17.7% 43.4% 38.5% 29.5% -14.2%

Net profit (including discontinued operation) 36.5% 18.2% 38.9% 27.1% -16.7%

Net Profit from continuing operation 18.2% 50.9% 38.9% 27.1% -16.7%

Margins

Gross margin 49.4% 44.7% 36.6% 37.2% 56.4%

EBIT margin 43.5% 40.0% 32.6% 33.2% 52.4%

Net profit margin (excluding discontinued operation) 26.5% 25.6% 21.0% 20.9% 32.1%

Other Ratios

Return on average assets 7.6% 6.8% 7.3% 7.5% 5.9%

Return on average equity 15.1% 12.2% 13.0% 14.8% 11.1%

dividend payout ratio 20.2% 28.8% 20.0% 20.0% 20.0%

Valuation Measures

P/E (x) 35.5 35.7 25.9 20.4 24.5

P/B (x) 5.5 3.4 3.1 2.7 2.5

Dividend yield 0.6% 0.8% 0.8% 1.0% 0.8%

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Revenue 3,410             5,320             9,042             11,504           6,247          

Cost of Sales (1,726)            (2,944)            (5,734)            (7,230)            (2,725)         

Gross Profit 1,684             2,375             3,307             4,274             3,522          

Other income 97                   144                271                345                187             

Administrative costs (297)               (392)               (633)               (805)               (437)            

Profit from operation 1,483             2,127             2,945             3,814             3,272          

Finance costs (313)               (316)               (512)               (721)               (688)            

Profit before taxation 1,171             1,812             2,434             3,092             2,585          

Income tax (267)               (447)               (539)               (684)               (579)            

Profit from continuing operation 904                1,364             1,895             2,408             2,005          

Profit discontinued operation 250                0 0 0 0

Profit for the year 1,154             1,364             1,895             2,408             2,005          

Profit attributable to shareholders 1,123             1,325             1,823             2,316             1,928          

Minority interest 31                   40                   73                   92                   77                
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Figure 9. Balance sheet (HKD m) 

 

Source: SBI China Capital, Company data 

  

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Non-Current Assets

  PPE 1,471             1,587             1,543             1,493             1,443          

  Intangible assets 614                1,096             1,325             1,289             1,253          

  Other receivables and deposits 2,603             3,024             5,063             6,442             3,498          

  Gross amounts due from customers for contract work 6,890             9,035             12,063           19,141           20,275        

  Other 266                484                484                484                484             

Total Non-Current Assets 11,844           15,227           20,479           28,849           26,953        

Current Assets

  Inventories 65                   76                   136                172                172             

  Debtors, other receivables, deposits and prepayments 1,207             1,377             2,170             2,761             1,499          

  Gross amounts due from customers for contract work 644                941                1,094             1,736             1,816          

  Other 1,016             1,425             1,025             1,025             1,025          

  Cash and cash equivalent 1,807             4,426             3,758             679                1,355          

Total Current Assets 4,739             8,244             8,183             6,373             5,868          

Total Assets 16,583           23,471           28,662           35,222           32,821        

Current Liabilities

  Bank loans (1,635)            (1,780)            (2,140)            (3,017)            (2,636)         

  Creditors, other payables and accrued expenses (1,191)            (1,734)            (2,987)            (3,766)            (1,419)         

  Current taxation (58)                 (58)                 (83)                 (106)               (89)              

Total Current Liabilities (2,884)            (3,572)            (5,210)            (6,888)            (4,144)         

Non-Current Liabilities

  Bank loans (4,369)            (5,141)            (7,164)            (10,100)         (8,823)         

  Deferred tax liabilities (659)               (979)               (979)               (979)               (979)            

Total Non Current Liabilities (5,028)            (6,120)            (8,142)            (11,079)         (9,802)         

Equity

  Share capital 404                448                448                448                448             

  Reserves 7,946             12,926           14,398           16,268           17,825        

Total Shareholder's Equity 8,350             13,374           14,846           16,716           18,274        

Minority interest 321                405                464                538                601             

Total Equity 8,670             13,779           15,310           17,255           18,874        
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Figure 10. Cash flow statement (HKD m) 

 

Source: SBI China Capital, Company data 

 

 

  

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Operating Cash flow

  Profit before tax 1,459             1,812             2,434             3,092             2,585          

  Depreciation 53                   49                   50                   50                   50                

  Amortisation of intangible assets 29                   17                   17                   36                   36                

  Finance costs 315                -                 512                721                688             

  Other (261)               (234)               (78)                 (61)                 (30)              

Operating Cash flow before W/C 1,594             1,643             2,934             3,839             3,328          

Change in Working Capital (1,766)            (2,500)            (4,821)            (8,947)            645             

Interest received 25                   -                 78                   61                   30                

Tax paid (143)               (121)               (514)               (662)               (596)            

Cash flow from operation (290)               (978)               (2,322)            (5,709)            3,408          

Investing Activities

Purchases of PPE (621)               (166)               (6)                    0 0

Payment for additions of intangible assets (103)               (499)               (245)               0 0

Other (338)               (0)                    402 0 0

Cash flow from investing activities (1,063)            (665)               151                0 0

Financing Activities

Proceeds from new bank loans 2,773             917                2,382             3,814             (1,659)         

Repayment of bank loans (1,815)            -                 -                 -                 -              

Interest paid (315)               -                 (512)               (721)               (688)            

Dividend paid (246)               (366)               (365)               (463)               (386)            

Other 1,061             3,711 (3) 0 0

Cash flow from financing activities 1,458             4,262             1,503             2,629             (2,732)         

Net increase in cash and cash equivalent 105                2,619             (668)               (3,079)            676             

  Cash and Cash equivalents at the Beginning of the year 1,684             1,807             4,426             3,758             679             

  Effect of foreign rate exchange 17                   0 0 0 0

Cash and Cash Equalents at the End of the year 1,807             4,426             3,758             679                1,355          
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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 
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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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