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Limited Impact of Terminating CCTV Advertising Agency Business 
Since 2015, the company has officially changed its name to Wisdom Sports and has 
terminated its CCTV advertising agency business since 2016. We believe that although 
the decline in revenue from Wisdom Program & Branding is one of the primary factors 
for the drop in 2015`s operating results, the impact is limited. Though the revenue from 
this business contributed to nearly half of the total revenue, its gross profit margin was 
less than 5%, far lower than 48% of revenue from the operations of sports events. On 
the contrary, priority will be given to sports operation in the future, so the company`s 
profitability will be significantly enhanced. 

 
Bright Prospect of Sports Business 
We take an optimistic attitude towards the company`s strategy of focusing on sports 
operation. Firstly, the added value of sports industry in developed countries accounts 
for about 1% -3% of GDP, but that in China in 2015 represented 0.7% only. If the latter 
can reach the global average in the future, there will be 2-3 times room to grow. 
Secondly, when GDP per capita reaches US$5,000, the sports industry will show a 
massive development. Presently, the China`s GDP per capita has reached US$8,000, 
indicating that the China`s sports industry is in a period of rapid development and that 
people`s sports will shift from spectacularity to participation. Currently, the sports "13th 
Five-Year Plan" is as follows: by 2020, the national target size of sports industry will 
amount to RMB3 trillion. In other words, the compound growth rate of the sports 
industry in the next five years will reach 17.2%, nearly three times the growth rate of 
GDP, so the sports industry is a deterministic growth industry. 
 

% in GDP of added value of sports in 2013 
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HSI -11.74 -12.02 -19.28 
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KEY FINANCIALS 
CNY mn FY14 FY15 FY16E FY17E 
Net Sales 804 681 762 961 
Net Profit 278 51 177 240 
EPS, CNY 0.17 0.03 0.11 0.15 
PER, x 10.69 60.56 16.51 12.20 
BVPS, CNY 0.75 0.69 0.80 0.89 
P/BV, x 2.42 2.63 2.27 2.03 
ROE, %  24.50 4.40 14.87 17.69 
Debt/Equity (%) 10.89 5.26 7.53 7.53 
Source: Company reports, Phillip Securities Est. 
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It is worth mentioning that the sports industry is currently in the staking stage. 
Despite numerous giants, enterprises that own intellectual property of sports 
events and brand advantage are few. Marathon operation of Wisdom Sports 
takes a leading position in the industry, and Season Run and urban walkathon is 
independently developed. Besides, Wisdom Sports also spares no efforts to 
promote "CBL" basketball, cycling, ice hockey and other projects. It is expected to 
create a complete intellectual property portfolio. Furthermore, the company has 
entered into a strategic cooperation agreement with a total of 14 provinces and 
cities including Beijing, Tianjin, Hebei and Liaoning in 2015 and has established 
the Public Sports Event Alliance of China. In the future, the company will organize 
more events independent intellectual property to support mid- and long-term 
growth. 
 
Certain Growth Prospect in 2016 
By 2015, Wisdom Sports has successfully operated 5 marathons and 6 "Season 
Run". It organized a total of 1,300 events and served a total of over 10 million 
people. Take the mature Guangzhou Marathon as an example. Its revenue stands 
at RMB50 million with a gross profit margin of around 60%. Besides, the 
sponsorship of each Season Run amounts to RMB10 million. Looking into 2016, 
the company will continue to increase investment in event operations. For 
instance, the number of marathons and Season Run will substantially increase to 
35 and 30, respectively. At least 10 of the marathons are organized by the 
company. A rough estimate shows that the company`s event operations of this 
year will still achieve a rapid growth, or is expected to make up for the losses 
caused by the termination of Wisdom Program & Branding Business. Besides, its 
profitability will also rise significantly. 
 
Sports event business contributes more revenue 

 
Source: Company reports, Phillip Securities (HK) Research 
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Gross profit breakdown 
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Plunge in Stock Price Basically Reflects Negative Expectation 
The plunge in the company`s stock price has basically reflected the negative 
expectation of decline in operating results. At present, although it still takes some 
time for the mature operation of basketball and other new intellectual-property-
attached events and the expense input will partially affect the company`s 
profitability, the company`s operations of road racing will still guarantee short-
term rapid growth, while the mid- and long-term development is supported by 
new events, sports media and expansion of sports services businesses. We give 
the company the target price of HK$3.3, equivalent to EPS 25x in 2016, with the 
"Buy" rating maintained. (Closing price as at 7 July 2015) 

 

Historical Valuation 

 
Source: Bloomberg, Phillip Securities (HK) Research 
    

Risks 
Stagnant economy leads to drops in advertising and sponsorship revenues;  
Progress in expanding events falls short of expectations. 
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Financials 
 
Periodicity:Periodicity:Periodicity:Periodicity: 2013201320132013 2014201420142014 2015201520152015 2016F2016F2016F2016F 2017F2017F2017F2017F

Valuat ion RatiosValuat ion RatiosValuat ion RatiosValuat ion Ratios
Price Earnings 10.69 10.69 60.56 16.51 12.20
Price to Book 2.71 2.42 2.63 2.27 2.03
Dividend Yield 4.95% 4.95% 0.00% 3.03% 4.10%

Per share data(CNY)Per share data(CNY)Per share data(CNY)Per share data(CNY)
EPS Adjusted 0.17 0.17 0.03 0.11 0.15
Book Value Per Share 0.67 0.75 0.69 0.80 0.89
Dividends Per Share 0.09 0.09 0.00 0.06 0.07

Growth & MarginGrowth & MarginGrowth & MarginGrowth & Margin
Revenue growth 24.60% 15.84% -15.33% 11.94% 26.06%
Gross profit growth 58.06% 9.12% -51.35% 88.49% 26.06%
Net profit growth 75.76% 20.08% -81.65% 247.13% 35.34%

Gross Margin 49.38% 46.51% 26.73% 45.00% 45.00%
Operating Margin 44.36% 44.30% 9.84% 29.65% 32.10%
Net Profit Margin 33.34% 34.56% 7.49% 23.22% 24.93%
Dividend Payout Ratio % 64.60% 53.80% 0.00% 50.00% 50.00%

Key ratiosKey ratiosKey ratiosKey ratios
Return on Assets 29.38% 21.93% 4.10% 13.97% 16.45%
Return on Equity 34.22% 24.50% 4.40% 14.87% 17.69%

Liability ratio 11.19% 9.82% 5.00% 7.00% 7.00%
Effective Tax Rate 25.61% 25.00% -32.43% -25.00% -25.00%

Income Statement(CNY: mn)Income Statement(CNY: mn)Income Statement(CNY: mn)Income Statement(CNY: mn)
RevenueRevenueRevenueRevenue 694694694694 804804804804 681681681681 762762762762 961961961961
     - Cost of Goods Sold -351 -430 -500 -419 -529
Gross IncomeGross IncomeGross IncomeGross Income 343343343343 374374374374 182182182182 343343343343 432432432432
     - Selling, General & Admin Expenses 62 76 143 150 160
Operat ing IncomeOperat ing IncomeOperat ing IncomeOperat ing Income 308308308308 356356356356 67676767 226226226226 308308308308
Pretax Income 311 371 74 236 319
     - Income Tax Expense -80 -93 -24 -59 -80-80-80-80
Income Before XO Items 232 278 51 177 240
Net ProfitNet ProfitNet ProfitNet Profit 232232232232 278278278278 51515151 177177177177 240240240240  
 
Source: Company, Phillip Securities (HK) Research Estimates 
(Financial figures as at 7 July 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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