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Steadily Increasing Profit 

 

Xinhua Winshare is mainly engaged in publishing and distribution of publication and relative 
products in mainland China. In 2015, the company recorded sales revenue of RMB5.583 
billion, and the profit for the year of RMB620 million, up 5.76% and 0.55% Y-o-Y, 
respectively. 
In terms of profitability, the consolidated gross profit margin was 38.1%, representing a 
slight decrease as compared with 38.4% in FY2014. The proportion of selling and distribution 
expenses and administrative expenses in revenues increased by 0.12% to 25.15%, mainly 
due to the increase in labor costs, the increase in logistics and the relevant expenses as a 
result of the growth of sales revenue and the increase in expenses caused by newly-added 
subsidiaries. EPS was RMB0.57. The dividends won`t be declared until it is listed on A Shares.  
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Source: Bloomberg, Phillip Securities (HK) Research  
 
Financial Soundness 

 

The company operates three main business segments, including publication, distribution 
and other business. The revenue of publication segment increased by 7.5%, and the gross 
profit margin jumped by 2.3% to 31.8%, to which the greatest contribution came from 
educating products that was up by 17.5%. The revenue of distribution segment rose by 10%, 
in which, the scale of Internet sales developed enormously and soared by 72.1% Y-o-Y, 
accounting for 16.8% of the total revenue. 
 
 
 
 
 
 

 

Accumulate 
CMP: HKD 7.42 
(Closing price as at 25 May2016) 
TARGET: HKD 8.40 (13.2%) 
 
COMPANY DATA 
O/S SHARES (MN) : 1,135 
MARKET CAP (HKDMN) : 8,421.7 
52 - WK HI/LO (HKD): 10.8 / 5.0 
 
 
SHARE HOLDING PATTERN，，，， % 
Sichuan xinhua distribution group co., LTD 52.22 
  
 
 
PRICE PERFORMANCE，，，， % 

1-Month 3-Month 1-Year 
Peak Sport -2.66 18.66 -27.19 

HSI 4.26 13.88 1.97 
 
PRICE VS. HSI 

 
Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
RMB mn FY14 FY15 FY16E FY17E 
Revenue 5,270 5,583 5,918 6,213 
Net Profit 635 652 667 707 

     
P/E,x     
EPS, HKD 

11.2 
0.56 

11.0 
0.57 

10.7 
0.59 

10.1 
0.62 

P/B, x 1.2 1.0 1.0 0.9 
BVPS, HKD 5.13 6.28 6.57 6.86 
ROE, %  10.9 9.15 8.95 8.94 

Source: Company reports, Phillip Securities Est. 
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In 2015, the current ratio of the company remained at 1.3. Inventory turnover days 
dropped by about 6 days. Cash and deposits were RMB1.902 billion, representing 
about HKD2.01 per share. Available-for-sale investments reached RMB2.98 billion. 
The debt to assets ratio decreased by 1.5% to 33.1%. The figures showed that the 
company improved its efficiency in operations and the overall financial status was 
safe comparatively. 
Revenue performance 

0
5
10
15
20
25
30
35
40

2014 2015

 
Source: Bloomberg, Phillip Securities (HK) Research 
 
Development of New Businesses to Accelerate Transformation 

 

Xinhua Winshare is the sole publisher of primary and secondary school textbooks in 
Sichuan Province, with almost monopolistic resources in regional offline channels. At 
present, the company is exerting itself in strategic transformation and building itself 
into a comprehensive cultural media group offering modern service in all industrial 
chains. On one hand, it will take advantage of its capital to enhance M&A and 
cooperation, expand the business area, strengthen the major publication and 
distribution businesses and increase the marketing share. On the other hand, the 
company put much effort in developing digital publication and e-commerce, and 
implementing the “double-channel” strategy of combining the offline channels with 
the online platform. At present, Online-Winshare, in which Xinhua Winshare holds 
75% of equity, is the 4th largest online bookstore in China. With the synergetic 
development of traditional major businesses and emerging businesses, and the driver 
of physical and online operations, its profitability and sustainable developing ability 
will be strengthened a lot. 
The listing of the company on A shares is advancing steadily. The proceeds will be 
mainly used in the physical network building, the digital educating publishing projects, 
the public publishing projects and the informatization projects. By then the company 
will become the only one publishing company listed both on A and H shares. The 
price of its undervalued H-share stock will be re-valued. On the basis of robust 
fundamentals and sustainable dividends distribution ability, we give the Company an 
estimation of 12x PE in 2016, and the target price is HKD8.4. Besides, “Accumulate” is 
given. (Closing price as at 25 May2016) 
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Historical P/E Valuation  
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Source: Bloomberg, Phillip Securities (HK) Research 
 
Risk Warnings 
Risk of changing national preferential tax policy; 
Risk of policy obstacles in cross-regional business; 
Risk of technology of digital publication; 
Risk of non-standardized competition;
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Financials 
 
FYE FY13 FY14 FY15 FY16E FY17E
Valuation Ratios
Price Earnings(P/E) 11.4 11.2 11.0 10.7 10.1
Price to Book(P/B) 1.3 1.2 1.0 1.0 0.9
Per share data(RMB)
EPS,Adjusted 0.55 0.56 0.57 0.59 0.62
Book Value Per Share 4.67 5.13 6.28 6.57 6.86
Dividends Per Share 0.30 0.30 0.30 0.32 0.34
Growth & Margins(%)
Growth 
Revenue 11.8% 2.6% 5.9% 6.0% 5.0%
Operating income 61.6% 6.0% 12.3% 7.9% 6.9%
Net profit -0.9% 1.8% 2.8% 2.2% 6.0%
Margins
Gross profit margin 39.5% 38.4% 38.1% 38.4% 38.2%
Operating profit margin 9.9% 10.2% 10.8% 11.0% 11.2%
Net income margin 12.1% 12.0% 11.7% 11.3% 11.4%
Key Ratios
ROE(%) 11.75% 10.90% 9.15% 8.95% 8.94%
ROA(%) 7.56% 7.12% 6.12% 5.82% 5.81%
Income Statement(RMB mn)
Revenue 5,135 5,270 5,583 5,918 6,213
   - Cost of Goods Sold 3,106 3,247 3,455 3,645 3,840
Gross Income 2,029 2,023 2,128 2,272 2,374
    - Operating Expenses 1,683 1,650 1,525 1,621 1,678
Operating Income 507 537 603 651 696
 - Net Non-Operating Losses (Gains) -104 -84 -27 -10 -10
Pretax Income 595 614 623 650 695
     - Income Tax Expense 0 1 3 3 3
Net profit 623 635 652 667 707

Source: Company, Phillip Securities (HK) Research Estimates 
(Financial figures as at 25 May 2016) 
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We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a 
stock`s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative 
undertones surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 
limitations set out below. 
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 
consequential loss arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 
available, even if it has been advised of the possibility of such damages. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time 
without prior notice. 
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient`s own independent verification and exercise of judgment. The 
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication 
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all 
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein 
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks. 
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 
should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in 
this report. 
Firm`s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% 
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or 
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 
 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 
loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 
different product`s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2016 Phillip Securities (Hong Kong) Limited 
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Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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