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What's new: Yestar posted 2016 earnings that were below our estimate, 

mainly due to the slower-than-expected completion of its third acquisition, 

which we had factored into our model. However, excluding the contributions 

from the third acquisition, its core IVD business remains strong and largely 

in line with our expectations. While we remain positive on the company’s 

long-term outlook, we believe the upside to the stock will be limited by the 

overhang of a potential new equity financing in the future.  

 

What's the impact: We forecast substantial 2017 EPS growth of 51% YoY 

as the three new acquisitions announced in October-November 2016 have 

been completed in January-February of 2017. We have now factored at 

least 10 months of earnings contributions from all three companies into our 

model, but this is partly offset by an increase in amortisation expenses. We 

believe 2017 earnings will also be lifted by the lack of the minority interest 

expenses for Jiangsu Uno (the first IVD acquisition), since Yestar 

announced that it will acquire the rest of the 30% stake for a 10x PER (for 

CNY2.1bn) after the successful fulfilment of all of its profit guarantees.  

 

While Yestar has reported CNY1.27bn in cash on its balance sheet as at 

end-2016, we expect at least CNY700m in cash outflows during 2017, with 

regard to the remaining payments for the above-mentioned transactions. 

We are now also assuming that the acquisition of the 30% stake in Anbaida 

(the 2
nd

 IVD acquisition) will take place in early 2018 (at a cost of 

c.CNY660m) and have factored this into our model. Given Yestar’s clear 

roll-up strategy and management’s commitment to continue pursuing M&A 

in 2017 and beyond, we see an increasing possibility of a secondary equity 

offering to fund any major acquisitions in the future (the company has 

already raised USD200m in a bond issuance in September 2016 and we 

forecast net gearing to rise to around 70% in 2017-18E); this will likely be a 

near-term overhang for the stock price. 

 

We cut our 2017-18E EPS by 5-6% on higher amortisation and interest 

expenses. We also introduce our 2019E EPS of CNY0.214. 

 

What we recommend: We lower our 12-month target price to HKD4.60 

(from HKD5.20), now based on a 29x PER (previously 33x, roughly 0.5 sd 

above its average PER forward trading range since 2014) on our revised 

2017E EPS (previously: average of our 2016-17E EPS). We downgrade 

the stock to an Outperform (2) from a Buy (1). The key risk to our call: if 

future acquisitions do not come through. 

 

How we differ: Our 2017-18E EPS are largely in line with consensus, but 

we are the only broker cautious on a potential new financing overhang. 
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Downgrading: in pursuit of the next wave of growth 

 

 2017 likely another strong year; earnings should rise by 51% YoY 

 But likely to need to tap equity markets to fund future M&As 

 Lowering TP to HKD4.60; downgrading to Outperform (2) 
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Forecast revisions (%)

Year to 31 Dec 17E 18E 19E

Revenue change 10.6 12.7 n.a.

Net profit change (5.1) (5.6) n.a.

Core EPS (FD) change (5.1) (5.6) n.a.
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Share price performance 

Yestar Hea (LHS)
Relative to S&P 500 Index (RHS)

(HKD) (%)

12-month range 2.94-4.49

Market cap (USDbn) 1.13

3m avg daily turnover (USDm) 1.66

Shares outstanding (m) 2,175

Major shareholder Hartono Family (61.1%)

Financial summary (CNY)

Year to 31 Dec 17E 18E 19E

Revenue (m) 4,376 4,860 5,248

Operating profit (m) 678 756 848

Net profit (m) 303 412 465

Core EPS (fully-diluted) 0.140 0.189 0.214

EPS change (%) 50.9 35.8 12.8

Daiwa vs Cons. EPS (%) 1.8 1.3 n.a.

PER (x) 25.8 19.0 16.8

Dividend yield (%) 1.8 2.6 2.9

DPS 0.063 0.092 0.103

PBR (x) 6.2 4.9 4.0

EV/EBITDA (x) 11.2 10.5 9.2

ROE (%) 27.6 28.9 26.2
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Yestar: key changes to Daiwa forecasts 

CNYm 2017 2018 2019 

Revenue New Old Change New Old Change New Old Change 

Medical Consumables Products         3,742          3,319  13%         4,289          3,736  15%         4,734   n.a.   n.a.  

Legacy photo imaging division            634             637  0%            571             575  -1%            514   n.a.   n.a.  

Total Revenue         4,376          3,956  11%         4,860          4,312  13%         5,248   n.a.   n.a.  

Gross profit         1,185          1,054  12%         1,324          1,151  15%         1,451   n.a.   n.a.  

Operating profit            678             670  1%            756             741  2%            848   n.a.   n.a.  

Net profit            303             320  -5%            412             436  -6%            465   n.a.   n.a.  

Basic and diluted EPS (CNY)         0.140          0.147  -5%         0.189          0.201  -6%         0.214   n.a.   n.a.  

Gross margin 27.1% 26.6% 0.4 27.3% 26.7% 0.6 27.7%  n.a.   n.a.  

Operating margin 15.5% 16.9% -1.5 15.6% 17.2% -1.6 16.2%  n.a.   n.a.  

Net margin 6.9% 8.1% -1.2 8.5% 10.1% -1.6 8.9%  n.a.   n.a.  
 

Source: Daiwa forecasts 

 
Yestar: 1-year-forward PER band chart 

 

Source: Bloomberg, Daiwa 
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Financial summary 

Key assumptions 

 

 
Profit and loss (CNYm) 

 

 
Cash flow (CNYm) 

 

Source: FactSet, Daiwa forecasts 

 

Year to 31 Dec 2012 2013 2014 2015 2016 2017E 2018E 2019E

Medical consumable products - 

revenue growth rate (YoY %)
(3) 61 52 130 40 61 15 10

Colour photographic paper - revenue 

growth rate (YoY %)
(7) (13) 11 (1) (11) (10) (10) (10)

Industrial imaging - revenue growth rate 

(YoY %)
n.a. 323 32 (4) (11) (10) (10) (10)

Jiangsu Uno - Profit after Tax (CNYm) 0 28 46 55 70 85 95 105

Anbaida - Profit after Tax (CNYm) 58 84 97 160 214 220 250 250

Guangzhon Hongen - Profit after Tax 

(CNYm)
0 0 0 0 39 50 64 85

Year to 31 Dec 2012 2013 2014 2015 2016 2017E 2018E 2019E

Medical Consumables Products 295 474 721 1,659 2,317 3,742 4,289 4,734

Color Photographic Paper and Other 

Digital Imaging
625 545 607 599 531 478 430 387

Other Revenue 36 154 204 196 174 156 141 127

Total Revenue 956 1,173 1,531 2,455 3,022 4,376 4,860 5,248

Other income 0 0 0 0 0 0 0 0

COGS (789) (964) (1,268) (1,937) (2,255) (3,191) (3,535) (3,796)

SG&A (91) (115) (116) (225) (343) (508) (569) (604)

Other op.expenses 10 13 17 58 93 109 123 125

Operating profit 77 94 148 292 423 678 756 848

Net-interest inc./(exp.) 6 1 5 (5) (31) (92) (95) (90)

Assoc/forex/extraord./others (1) (2) (6) (7) (8) (9) (10) (11)

Pre-tax profit 82 94 147 280 384 576 652 747

Tax (24) (28) (44) (81) (114) (173) (195) (224)

Min. int./pref. div./others (2) (0) (3) (36) (69) (100) (44) (58)

Net profit (reported) 57 65 101 163 201 303 412 465

Net profit (adjusted) 57 65 101 163 201 303 412 465

EPS (reported)(CNY) 0.042 0.044 0.054 0.081 0.092 0.140 0.189 0.214

EPS (adjusted)(CNY) 0.042 0.044 0.054 0.081 0.092 0.140 0.189 0.214

EPS (adjusted fully-diluted)(CNY) 0.042 0.044 0.054 0.081 0.092 0.140 0.189 0.214

DPS (CNY) 0.000 0.022 0.034 0.039 0.044 0.063 0.092 0.103

EBIT 77 94 148 292 423 678 756 848

EBITDA 86 107 165 350 515 787 879 973

Year to 31 Dec 2012 2013 2014 2015 2016 2017E 2018E 2019E

Profit before tax 82 94 147 280 384 576 652 747

Depreciation and amortisation 10 13 18 58 93 109 123 125

Tax paid (21) (43) (29) (60) (114) (173) (195) (224)

Change in working capital (26) (34) (26) (139) (64) (228) (217) (193)

Other operational CF items 0 5 3 24 59 109 112 107

Cash flow from operations 45 35 113 163 358 394 474 563

Capex (52) (22) (10) (19) (20) (20) (20) (20)

Net (acquisitions)/disposals 5 1 (141) (790) (710) (716) (660) 0

Other investing CF items 25 (6) 2 1 4 6 2 2

Cash flow from investing (22) (27) (149) (807) (726) (729) (678) (18)

Change in debt (2) 72 (11) 314 1,263 16 (70) (50)

Net share issues/(repurchases) 0 129 0 714 0 0 0 0

Dividends paid 0 (81) (36) (50) (67) (86) (121) (165)

Other financing CF items (3) (6) (6) (26) (63) (117) (115) (111)

Cash flow from financing (4) 114 (53) 952 1,134 (186) (306) (326)

Forex effect/others 0 0 0 0 0 0 0 0

Change in cash 19 123 (89) 308 765 (521) (510) 220

Free cash flow (7) 13 103 145 338 374 454 543
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Financial summary continued … 

Balance sheet (CNYm) 

 

 
Key ratios (%) 

 

Source: FactSet, Daiwa forecasts 

As at 31 Dec 2012 2013 2014 2015 2016 2017E 2018E 2019E

Cash & short-term investment 160 283 195 506 1,273 751 242 461

Inventory 178 273 327 415 455 612 678 728

Accounts receivable 101 17 105 553 651 959 1,132 1,294

Other current assets 29 33 27 42 53 75 83 90

Total current assets 468 605 654 1,516 2,431 2,397 2,135 2,573

Fixed assets 96 104 104 117 108 106 103 98

Goodwill & intangibles 3 3 337 1,510 1,439 2,526 3,087 2,988

Other non-current assets 21 24 23 21 478 20 20 20

Total assets 587 736 1,118 3,164 4,456 5,050 5,345 5,679

Short-term debt 25 117 102 248 225 300 280 280

Accounts payable 244 215 283 450 367 656 726 780

Other current liabilities 139 48 167 444 612 582 542 514

Total current liabilities 408 380 552 1,142 1,204 1,538 1,548 1,574

Long-term debt 20 0 5 173 1,459 1,400 1,350 1,300

Other non-current liabilities 10 13 237 932 842 842 842 842

Total liabilities 438 394 793 2,246 3,504 3,780 3,740 3,716

Share capital 0 37 37 43 43 43 43 43

Reserves/R.E./others 140 296 279 864 899 1,217 1,551 1,910

Shareholders' equity 140 333 316 907 942 1,260 1,594 1,953

Minority interests 9 9 9 10 10 10 10 10

Total equity & liabilities 587 736 1,118 3,164 4,456 5,050 5,345 5,679

EV 7,711 7,661 7,739 7,742 8,239 8,777 9,217 8,947

Net debt/(cash) (115) (166) (89) (86) 411 949 1,388 1,119

BVPS (CNY) n.a. 0.178 0.169 0.417 0.433 0.579 0.733 0.898

Year to 31 Dec 2012 2013 2014 2015 2016 2017E 2018E 2019E

Sales (YoY) (2.2) 22.8 30.5 60.3 23.1 44.8 11.0 8.0

EBITDA (YoY) 13.5 24.1 54.2 111.9 47.2 52.7 11.7 10.7

Operating profit (YoY) 15.7 22.8 57.1 97.7 44.7 60.2 11.6 12.2

Net profit (YoY) 19.5 15.1 55.1 61.3 23.5 50.9 35.8 12.8

Core EPS (fully-diluted) (YoY) n.a. 6.3 21.4 49.7 14.2 50.9 35.8 12.8

Gross-profit margin 17.5 17.8 17.2 21.1 25.4 27.1 27.3 27.7

EBITDA margin 9.0 9.1 10.8 14.3 17.1 18.0 18.1 18.5

Operating-profit margin 8.0 8.0 9.7 11.9 14.0 15.5 15.6 16.2

Net profit margin 5.9 5.5 6.6 6.6 6.7 6.9 8.5 8.9

ROAE 37.9 27.5 31.1 26.6 21.7 27.6 28.9 26.2

ROAA 10.6 9.8 10.9 7.6 5.3 6.4 7.9 8.4

ROCE 36.3 28.8 33.2 33.0 21.3 24.2 24.4 25.0

ROIC 90.9 62.5 50.4 38.8 27.1 26.5 20.3 19.5

Net debt to equity n.a. n.a. n.a. n.a. 43.7 75.3 87.1 57.3

Effective tax rate 28.9 30.2 29.6 29.1 29.7 30.0 30.0 30.0

Accounts receivable (days) 26.3 18.3 14.5 48.9 72.7 67.1 78.5 84.4

Current ratio (x) 1.1 1.6 1.2 1.3 2.0 1.6 1.4 1.6

Net interest cover (x) n.a. n.a. n.a. 58.6 13.6 7.3 8.0 9.4

Net dividend payout 0.0 38.7 50.3 39.8 40.7 40.0 40.0 40.0

Free cash flow yield n.a. 0.2 1.3 1.9 4.3 4.8 5.8 6.9

Company profile 

Yestar International is a processor and distributor of Fujifilm imaging products in China. Through the 

acquisitions of Jiangsu Uno and Anbaida in 2014 and 2015, respectively, the company has become a 

major distributor of in-vitro diagnostics (IVD) products in China. 
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This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent 
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, 
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group Inc. 
nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of 
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For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 

Research Analyst Conflicts 

For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared 
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the 
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the 
past 12 months except as noted: no exceptions. 
 

Research Analyst Certification 

For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any 
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views 
of the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual 
analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report. 
 

The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report. 

"1": the security could outperform the local index by more than 15% over the next 12 months. 
"2": the security is expected to outperform the local index by 5-15% over the next 12 months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months. 
"4": the security is expected to underperform the local index by 5-15% over the next 12 months. 
"5": the security could underperform the local index by more than 15% over the next 12 months. 
 
Disclosure of investment ratings  

Rating Percentage of total 

Buy* 63.9% 

Hold** 21.9% 

Sell*** 14.2% 

Source: Daiwa 

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 31 December 2016. 
* comprised of Daiwa’s Buy and Outperform ratings. 
** comprised of Daiwa’s Hold ratings. 
*** comprised of Daiwa’s Underperform and Sell ratings. 
 
Additional information may be available upon request. 
 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 

(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 

If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the 
following items.  

 In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in 
the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.  

 In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.  

 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the 
amount of the transaction will be in excess of the required collateral or margin requirements.  

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, 
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.  

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  

 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.  
*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content 
of each transaction etc.  

 

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions 
regarding the signing of the agreement with us.  
 

 Corporate Name:  Daiwa Securities Co. Ltd. 
  Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108  
 Memberships:  Japan Securities Dealers Association, The Financial Futures Association of Japan 
  Japan Securities Investment Advisers Association 
  Type II Financial Instruments Firms Association 
 

http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory
https://daiwa3.bluematrix.com/sellside/Disclosures.action
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https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action

	ToBeKept1
	PubDate
	FPCmpName
	RatingComboPicture1
	KeyData
	Title
	ToBeSaved10
	ToBeSaved1
	ToBeSaved2
	ToBeSaved3
	AnalystList
	Forecast
	ForecastSource
	PriceChart
	PricePerf
	FinancialSummary
	SpecificDisclosureFP
	MalaysiaDisclosureFP
	Heading1
	ToBeSaved4
	Heading2
	Heading3
	Heading4
	xChartTable
	KeyAssumptions
	CURISO
	CURSYM
	ProfitAndLoss
	Source1
	CF_CHG
	CashFlow
	Source2
	CURISO2
	CURSYM2
	BalanceSheet
	KeyRatios
	CompanyProfile
	DISC_PLACEHOLDER_1
	DISC_PLACEHOLDER_2
	DisclaimerPage
	DiscMSCI
	AnalystsKorea
	StaticKorea
	SpecificDisc
	DISC_PLACEHOLDER_3

