
INSTITUTIONAL EQUITY RESEARCH 
 

Page | 1 | PHILLISECURITIES (HK) RESEARCH 

Tus-sound (000826.SZ)  

Accelerates to Take PPP Projects With A Significant Growth of 
the Sanitation Business  
Hong Kong | Environmental Protection| Company report 

 

 
 

25 October 2017 

 

Summary of Investment 

-The capital strength is significantly enhanced after the accomplishment of private 
placement. 
-Sanitation business has expanded across the country, developing fast and having strong 
drivers of performance.  
-The company accelerates to take PPP projects, increasing the order backlogs to support the 
future performance. 
 
Investment Rating 

As the industry leader, the company has completed the vertical industry chain layout from 
upstream environmental protection equipments to midstream sanitation services and then 
to downstream solid waste disposals. As a result, we are optimistic about the endogenous 
growth under the whole industry layout. Meanwhile, after the accomplishment of private 
placement, it is hopeful to see the acceleration of the extensional extension and the trend of 
continuous growth of the performance. We expect the company`s 2017-2018 net profit to 
reach RMB1364/1703million respectively; EPS to be RMB1.33/RMB1.67, respectively; the 
corresponding target price to be RMB41.2, rated "Accumulate". (Closing price as at 23 Oct 
2017) 
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Peer comparision 

TTM 17E 18E
600323.SH 11.3 20.06 18.42 14.98 2.26 11.03

000826.SZ 37.5 33.08 26.57 20.97 3.94 15.06

002672.SZ 13.8 27.49 29.04 22.8 4.22 17.67

000035.SZ 9.1 42.87 28.66 21.19 4.25 10.82

603568.SH 15.8 38.66 33.52 28.23 7.47 18.26
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Accumulate 
CMP: RMB 37.10 
(Closing price as at 23 Oct 2017) 
TARGET: RMB 41.20 (11%) 
 
COMPANY DATA 
O/S SHARES (MN) : 1022 
MARKET CAP (RMB MN) : 37,910 
52 - WK HI/LO (RMB): 39.75/30.71 
 
 
SHARE HOLDING PATTERN，，，， % 
Enlightenment technology service co., LTD 16.56 
  
 
 
PRICE PERFORMANCE，，，， % 

 1-Month 3-Month 1-Year

Tus-sound 5.52 13.11 8.25
SSE 0.78 4.34 9.31
 
PRICE VS. 
SSE

Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
RMBmn FY15 FY16 FY17E FY18E 
Revenue 6,341 6,917 9,582 11,986 
Net Profit 931 1,081 1,364 1,703 
P/E,x     
EPS, RMB 

33.7 
1.0 

29.7 
1.25 

27.8 
1.33 

22.3 
1.67 

P/B, x 4.9 4.2 2.7 2.5 
BVPS, RMB 7.2 8.56 13.6 15.0 
ROE, %  15.2  13.1 9.7 11.0 
Source: Company reports, Phillip Securities Est. 
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The interim result was steady: the operating revenues of Tus-Sound 
accounted to RMB3912 million, representing a year-on-year increase of 14.63%. The 
net profit attributable to parent company stood at RMB493 million, representing a 
year-on-year increase of 12.3%, and the corresponding EPS was RMB0.52. Specifically, 
the growth of environment protection equipment and sanitation service significantly 
accelerated, and contributed to the primary income increment, while amounted to 
RMB904 million and RMB715 million, respectively, representing a year-on-year 
increase of 23.5% and 139%. To some extent, the business of municipal construction 
and renewable resources decreased, with their revenues of RMB1163 million(-
10.65%) and RMB822 million(-0.66%), respectively. The business of water services 
and solid waste disposal grew steadily, reaching incomes of RMB207 million(+14.4%) 
and RMB83 million(+32.3%). 
 
Gross margin and net profit margin remain stable. the overall gross margin and net 
profit margin were 30.49%(+0.57%) and 12.66%(-0.21%), respectively, almost 
maintaining steady. The gross margin of environment protection equipment was the 
highest among all, decreased by 3 ppts year-on-year to 50.84%. The gross margin of 
solid waste disposal business decreased greatly because of amortization amount and 
loan interest, down by 20.47% year-on-year to 18.25%. The gross margin of 
renewable resources business increased by 13.88% year-on-year to 18.25% because 
the overall purchase price of waste household appliance declined.  
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Source: Wind, Phillip Secutities(HK)Research 
 
Period cost rate rose by 2 ppts year-on-tear to 15.3%, among which administration 
expenses rate was 8.86%(+1.34%); selling expenses rate was 1.33%(+0.17%); and 
financial costs rate was 5.11%(+0.53%).  Operational cash flow was RMB-574 million, 
which was worsened comparing with RMB-367 million in the same period of last year, 
and among the cash flow, the cost of staff salary increased greatly.  
 
The company accelerates to take PPP projects: the company speeded up 
to take PPP projects in recent years. According to the statistics, since 2017, the 
company has signed almost 20 new PPP projects and invested almost RMB20 billion 
in PPP projects (including Cooperation Framework Agreement). Big orders of PPP 
projects that the company have includes Xingping(RMB1.246 billion), 
Wuhai(RMB1.15 billion), Huanggang(RMB5 billion), Xianning(RMB1.583 billion), 
Liaocheng(RMB2 billion), Pingxiang(RMB2.25 billion) and Heilongjiang(RMB2 billion), 
etc. With the constant exploitation of PPP business and the gradually realization of 
PPP orders, we expect to form a solid foundation for the long-term growth of the 
company`s performance.  
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The Bid of Xiong`an New Area Project: in September, the company won 
the bid of urban and rural sanitation integration project in Anxin county, Xiong`an 
New Area, which includes sweeping, cleaning and trash pickup of main roads and the 
two sides in 9 towns and 2 countries in Anxin county. The service period is three 
years and the annual contract amount is RMB32 million.  The company has already 
taken up sanitation projects in Anxin county as early as 2013, 2014 and 2016. The 
winning project will help the company to form its regional competitive advantages of 
the integration urban and rural sanitation, and to consolidate achievements of 
projects in Xiong`an New Area. The demonstration effect of this project is remarkable.  

 

The share price goes into a healthy growth channel after 
accomplishment of private placement: private placement was 
accomplished in August, 2017. 167 million shares were added, whose issuing price 
was RMB27.39 per share. It raises RMB4589 million and is expected to market and 
circulate in August, 2020. The factors that suppress the company`s stocks will be 
removed after the accomplished of private replacement. The added funds will also 
help to reduce the financial costs and relieve the debt-to-assets ratio rising year by 
year, and will provide financial support for projects exploitation and expansion.  

 

Risk Alert 

Projects exploitation is lower than expected;  
Projects at hand undergo slowly;  
Market competition becomes more fierce;  
Downside risk of gross margin. 
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Financials 
 
FYE FY14 FY15 FY16 FY17E FY18E
Valuation Ratios
Price Earnings(P/E) 38.8 33.7 29.7 27.8 22.3
Price to Book(P/B) 6.0 5.1 4.4 2.7 2.5
Per share data(RMB)
EPS,Adjusted 0.96 1.10 1.25 1.33 1.67
Book Value Per Share 6.14 7.24 8.46 13.62 15.04
Dividends Per Share 0.10 0.15 0.20 0.25 0.30
Growth & Margins(%)
Growth 
Revenue 63.0% 45.0% 9.1% 38.5% 25.1%
Operating income 38.1% 13.4% 14.6% 25.4% 25.1%
Net profit 37.3% 15.8% 16.2% 26.1% 24.9%
Margins
Gross profit margin 34.5% 30.5% 32.9% 30.0% 29.8%
Operating profit margin 21.2% 16.5% 17.4% 15.7% 15.7%
Net income margin 18.4% 14.7% 15.6% 14.2% 14.2%
Key Ratios
ROE(%) 15.5% 15.2% 13.1% 9.7% 11.0%
ROA(%) 9.5% 7.3% 5.6% 5.1% 5.4%
Income Statement(RMB mn)
Revenue 4,374 6,341 6,917 9,582 11,986
   - Cost of Goods Sold 2,865 4,404 4,642 6,707 8,414
Gross Income 1,509 1,936 2,274 2,875 3,572
    - Operating Expenses 583 887 1,072 1,368 1,687
Operating Income 926 1,049 1,202 1,507 1,885
 - Net Non-Operating Losses (Gains)17 60 97 128 158
Pretax Income 943 1,109 1,299 1,635 2,043
     - Income Tax Expense 148 175 216 268 335
Net profit 804 931 1,081 1,364 1,703

Source: Company, Phillip Securities (HK) Research Estimates 
(Financial figures as at 23 October 2017) 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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.   

© 2017 Phillip Securities (Hong Kong) Limited 
 

Contact Information (Regional Member Companies) 

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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