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We had a conference call earlier with mgmt of Yestar International Holdings
(YIH). Having entered the black-out period, mgmt instead provided us an outlook to
YIH’s business for FY12/16F. On traditional businesses (color photographic paper and
industrial imaging products), mgmt expects moderate growth to continue with stable
operating cash flow contribution. As a leading market player in color photographic
paper (1*) and industrial imaging products (2”") in China with few competitors, we see
the guidance as achievable and in line with the steady demand in imaging products.
Substantial capex is unlikely as production capacity of existing processing plants
located in Nanning, Guangxi is sufficient to cater to the expected demand for
company’s traditional industrial products.

Medical consumables will lead YIH to a new phase of growth. YIH has tapped into
Chinese in vitro diagnostics (IVD) market after acquiring Jiangsu Uno and Shanghai
Emphasis, which were non-exclusive distributors of Roche Diagnostics (1% in China
with 21% market share by revenue) products in Jiangsu Province and Shanghai city,
respectively. Mgmt is in discussion with a number of Roche distributors in China in an
attempt to increase YIH’s market share in IVD product distribution through
acquisitions. Although no further information on M&As is available as deals are yet
confirmed, we expect the size of the forthcoming deal as comparable to that of
Jiangsu Uno (per our initiation published in Oct 2015). As regards the source of
financing, mgmt has reassured us that ample financing channels are available,
including bank financing and share placement, to afford smooth completion of
prospective acquisitions. Mgmt has also stressed that previous acquisitions of Jiangsu
Uno and Shanghai Emphasis is indicative of external parties’ support to YIH’s further
expansion in the Chinese IVD market.

Our view. YIH is regarded as a defensive play amid economic slowdown in China. On
one hand, its long-standing relationship with Fujifilm assures steady value-added
business which provides a base-case growth scenario for YIH. On the other hand,
further acquisitions of 1VD distributors in China at a fair acquisition price will empower
YIH to establish a strong foothold in the Chinese IVD market, which is growing at
19.5% CAGR through 2018 according to Renub, a research firm. Being able to
leverage its relationship with Roche, the largest IVD player in the world as well as in
China, YIH gains access to Roche’s portfolio of top-of-the-class diagnostics
consumables and targets’ established distribution network across Eastern China. The
latest round of public hospital tenders will lead to increased procurement volume of
consumables offsetting the effect of reduction in ASP.

Reiterate BUY call with TP of HK$3.97. YIH stands to capitalize its vast distribution
network for the wide range of traditional imaging products plus its growing portfolio of
IVD products to support earnings upside. In the absence of major changes in financial
performance, we recall our forecast on YIH with F.D. EPS of RMB0.078/0.115 for
15F/16F, respectively. We reiterate BUY call with TP of HK$3.97 (unchanged). YIH’s
expected M&A in IVD sub-segment and its high ROE underpin its ongoing rich
valuation, in our view.

Key catalysts: M&A on IVD business speeding up; smooth transition and integration
of acquired companies leading to cost savings.
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Financial Summary

Year to Dec 13A 14A 15F 16F 17F
Turnover (RMBm) 1,173.3 1,531.4 2,319.5 3,333.3 3,835.7

Turnover growth (%) 22.8% 30.5% 51.5% 43.7% 15.1%
Operating profit (RMBm) 99.4 152.8 279.1 483.8 579.7

Operating profit growth (%) 17.7% 53.6% 82.7% 73.3% 19.8%
Net profit (RMBm) 65.1 100.9 158.0 249.1 322.0

Net profit growth (%) 15.1% 55.1% 56.5% 57.7% 29.3%
EPS (RMB) 0.04 0.05 0.08 0.11 0.15

EPS growth (%) 6.3% 21.4% 44.6% 46.5% 29.3%
P/E (x) 54.7 46.2 33.3 231 17.9
P/B (x) 10.7 14.8 8.3 8.6 7.2
Dividend yield (%) 0.7% 1.1% 1.3% 1.9% 2.5%
Average ROE (%) 27.5% 31.1% 33.3% 38.4% 44.0%
N. Gear (%) Cash Cash 17.5% 12.9% 19.6%

Source: Company data, SBI China Capital

Please refer to important disclosures at the end of this report



China

Capital Hong Kong Equity Research

Yestar International Holdings (2393 HK)

Yestar International Holdings (2393 HK): Financial Statements

P & L (RMBm) 13A 14A 15F 16F 17Fjl Balance Sheet (RMBm) 13A 14A 15F 16F 17F]
Year to Dec Year to Dec
Turonver 1,173.3 15314 23195 3,333.3 3,835.7 Fixed assets 104.4 104.0 111.9 120.6 129.0
% chg 22.8% 30.5% 51.5% 43.7% 15.1% Intangible assets 18.1 3523 1,049.1 1,0320 1,014.9
Gross profit 209.4 263.5 463.4 749.3 885.2 Other LT assets 8.4 75 248.5 262.3 268.7
Cash and cash equiv. 286.3 198.8 362.3 376.3 328.1
EBITDA 107.5 165.6 312.6 519.7 618.9 Accounts receivables 16.8 105.2 228.8 547.9 735.6
Depre./amort. (13.4) (17.8) (34.8) (37.1) (40.6) Otherreceivables 29.3 229 348 50.0 57.5
EBIT 94.1 147.8 277.8 482.6 578.3 Inventories 272.7 327.2 356.0 424.8 404.2
Netinterestinc./(exp.) (5.8) (5.7) (16.2) (25.0) (28.8) Due from related co.s - - - - -
Exceptionals 54 5.0 13 1.2 14 Other current assets - - - - -
Associates - - - - - Total assets 7360 11,1179 23914 28139 2,938.0
Jointly-controlled entit. - - - - -
Pre-tax profit 93.7 147.0 262.9 458.8 550.9 Accounts payable (215.3) (282.8) (330.5) (460.2) (485.0)
Tax (28.3) (43.5) (77.0) (134.4) (161.4) Other payables (37.1) (39.8) (43.8) (48.2) (53.0)
Minority interests (0.3) (2.6) (27.9) (75.3) (67.5) Taxpayable (7.4) (29.4) (48.5) (84.6) (101.6)
Net profit 65.1 100.9 158.0 249.1 322.0 Due to related co.s - - - - -
% chg 151% 551% 565% 57.7% 29.3%  STdebts (117.2) (101.7) (193.3) (201.3) (186.3)
Dividends 32.7 50.5 69.5 109.6 141.7 Other current liab. (3.4) (98.0) - (249.6) (675.0)
Retained earnings 313 50.7 88.5 139.5 180.3 LT debts - (45) (301.3) (286.3) (350.0)
Other LT liabilities (13.4) (236.6) (718.7) (622.1) (23.2)
EPS (RMB cents) - Basic 4.4 5.4 7.8 115 14.8 Total liabilities (393.8)  (792.9) (1,636.2) (1,952.2) (1,874.1)
EPS (RMB cents) - F.D. 4.4 54 7.8 115 14.8
DPS (HK$ cents) 22 3.4 4.1 5.9 7.7 Share capital - - - - -
Reserves 333.0 315.7 633.9 665.1 799.9
Margins (%) Shareholders' funds 333.0 315.7 633.9 665.1 799.9
Gross 178% 17.2% 20.0% 225% 23.1%  Minorityinterests 9.2 9.4 121.3 196.6 264.1
EBITDA 9.2% 10.8% 135% 156% 16.1%  Total 342.2 325.1 755.2 861.7 1,064.0
EBIT 8.0% 9.7% 12.0% 14.5% 15.1%
Pre-tax 8.0% 9.6% 11.3% 13.8% 14.4% Capital employed 355.6 566.2 1,775.2 11,7701 14371
Net 5.5% 6.6% 6.8% 7.5% 8.4%  Net(debt)/cash 169.1 92.6  (132.3) (111.2) (208.2)
Shareholders Shares o/s (m) %
Hartono Family 1,341.7 61.7
Li Bin 164.6 7.6
Public 668.9 30.8
Total 2,175.2 100.0
Cash How (RMBm) 13A 14A 15F 16F 17F
Year to Dec
Pre-tax profit 937 1470 2629 4588 5509
Depre./amort. 13.4 17.8 34.8 371 40.6 Yestar International (YIH), headquartered in Shanghai, China and is
Net interest paid 51 32 15.1 24.0 276 engaged in the production/distribution of the following products: traditional
Taxpaid (42.5) (295) (129.8) (107.5) (152.5) color photbolgraph(ijc pta[)(gr, :ndus(jtrialli?agglg ?rrglucts, zr?d rTltedijc?al ]
consumable products (incl. medical film, dental film and in vitro diagnostics
grh(:nsgzailzr\:\tijor\ll(ving cap (22.471) tz:g) (igii) (3232) (iigi) (IVD) products). YIH is a major OEM of Fujifilm in China with which the
' ’ ’ ’ ’ ’ Hartono family has 40 years of business relationship. On the other hand,
Others 0.8 0.0 0.0 0.0 0.0 YIH has tapped into the fast-growing Chinese IVD business and has
Operating cashflow 36.1 1131 586 1433 3216  pecome one of the leading Roche Diagnostics product distributors in
Eastern China.
Capex (22.7) (7.9) (24.4) (27.7) (30.7)
Free cash flow 13.4 105.2 34.2 1156 290.9
Dividend paid (806) (362) (505) (695) (109.6)
Net distribution to M - - - - - Net gearing Cash Cash 17.5% 12.9% 19.6%
Investments (6.3) (140.8) (958.0) - (249.6) Average ROE (%) 275% 31.1% 333% 384% 44.0%
Disposals - - - - - EBIT ROCE (%) 26.4% 26.1% 156% 27.3% 40.2%
New shares 128.6 - 753.7 - - Dividend payoutratio (%, 39.0% 504% 44.0% 44.0% 44.0%
Others 68.4 (16.7) 3721 (32.1) 20.0 Effective tax rate (%) 30.2% 29.6% 293% 29.3% 29.3%
Net cashflow 1235 (88.5) 1516 14.0 (48.3)
Netinterest cover. (X) 16.3 25.8 17.1 19.3 20.1
Foreign ex. rate changes (0.9) 0.2 0.0 0.0 0.0 AR days 18.3 14.5 36.0 60.0 70.0
Net (debt)/cash - Beg. 160.4 283.0 194.7 346.3 360.3 Inventory days 85.3 86.4 70.0 60.0 50.0
Net (debt)/cash - End. 283.0 194.7 346.3 360.3 312.1 AP days 87.0 71.7 65.0 65.0 60.0

Source: Bloomberg, SBI China Capital
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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, S&P Capital IQ 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 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 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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