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Summary of Investment 

 

- Result of 2017 met expectations; 
- Further Optimization of Business Structure; 
- Continuous Extension and Expansion to Improve the Business Layout Throughout the 
Country; 
 
Investment Advice 

It is expected that the company`s net profit of 2018 and 2019 will be 601 million and 739 
million respectively; EPS will be as high as 0.68/0.83; and the price earnings ratio will reach 
22.0/17.9 respectively, giving a target price of 19.38, with a "Buy" rating. (Closing price as at 
9 April 2018) 
 
Historical P/E Valuation 
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Result of 2017 met expectations 

 

In 2017, Dongjiang Environmental recorded a revenue of RMB3.09 billion, with a year-on-
year increase of 18.44%. The net profit attributable to the parent company was RMB473 
million, a year-on-year decrease of 11.32%. And the net profit attributable to parent 
company excluding non-recurring items was RMB463 million, a year-on-year increase of 
22.23%. EPS was RMB0.55, compared with RMB0.62 in the same period of last year. The 
result growth was in line with our previous expectations. 
 

Buy 
CMP: CNY 14.89 
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KEY FINANCIALS 
RMBmn FY16 FY17 FY18E FY19E 
Revenue 2617 3100 4092 5094 
Net Profit 534 473 601 739 
P/E,x     
EPS, RMB 

24.0 
0.62 

27.9 
0.53 

22.0 
0.68 

17.9 
0.83 

P/B, x 5.0 4.3 3.8 3.3 
BVPS, RMB 3.7 4.2 4.8 5.5 
ROE, %  16.2 12.7 14.2 15.2 
Source: Company reports, Phillip Securities Est. 
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In terms of profitability, the overall gross margin was 35.88%, a year-on-year 
decrease of 0.24pct and the net profit margin fell by 4.2pct to 17.85% year-on-year, 
mainly due to the high base caused by the non-recurring items in the previous year, 
and the net profit excluding non-recurring items rose by 0.46pct. Period expense 
ratio was 18.79%, which was basically the same as that of the same period of the 
previous year. Thereinto, the administration expense ratio increased by 0.42pct while 
the financial expense ratio decreased by 0.49pct. 
 
The net operating cash flow was RMB671 million, which was basically equal to that of 
RMB690 million of the previous year. The company has access to diversified financing 
channels, able to further reduce capital costs and optimize the capital structure by 
issuing ABS, green bonds, non-public issuance of stocks, establishment of industrial 
funds and other financing projects. 
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Deepened Reform of Main Business of Hazardous Waste to Further 
Optimize Business Structure 

 

The company`s business transformation achieved remarkable results. In the revenue 
structure, the treatment and disposal business of industrial waste contributed 
RMB1.167 billion, increased by 38.44% year-on-year; the gross margin decreased by 
2.24pct to 47.74% year-on-year. The business revenue from industrial waste resource 
utilization was RMB1.182 billion, with a year-on-year increase of 49.33%; gross 
margin decreased by 5.64pct to 27.28% year-on-year, which was mainly hampered by 
the increase in the cost of upstream raw materials. That the growth rates of both 
revenues were higher than those of the overall revenue was mainly attributed to the 
release of capacity and the increase in demand for hazardous waste markets. 
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The proportion of hazardous waste revenue continuously increased. Contribution to 
revenue increased significantly by 13.4% from 62.4% of the previous year to 75.8%. 
The company`s business structure was further optimized. In addition, the revenue 
from environmental engineering and service business was RMB280 million, an 
increase of 14.01% year-on-year. The gross margin was 25.72% (+1.71%). The amount 
of contracts was approximately RMB400 million, including a number of hazardous 
waste EPC projects. The new business model works, contributing to benefits step by 
step. 
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Intensify the Market Expansion and Improve the Business Layout 
over the Country 

 

As at the end of 2017, the company is able to dispose of industrial hazardous waste 
of 1.6 million tons/year, occupying the most important industrial hazardous waste 
market in the regions of the Pearl River Delta, the Yangtze River Delta, and the 
central and western regions. It has signed a number of hazardous waste disposal 
projects within the year and will be able to dispose of hazardous waste of more 
510,000 tons than before. During the period, the construction and commissioning of 
Hubei Tianyin, Zhuhai Yongxingsheng as well as Dongguan Hengjian Projects were 
finished; and technical renovation and extension of qualification to Jiangmen 
Dongjiang, Yongxingsheng and other projects were also completed. Jiangxi, Hengshui, 
Weifang, Xiantao, Quanzhou and other projects were carried forward one after 
another. If the project construction progresses smoothly, it is expected that many 
projects will be finished in 2018, thereby leading to a significant increase in 
hazardous waste capacity and overall result. 
 
Further Intensify the Market Expansion and Improve the Business Layout over the 
Country. The company further strengthened the foundation for the development in 
the Pearl River Delta by acquisition of stock shares of Foshan Fulong Environmental 
Protection Project and Dongguan Fengye Environmental Protection Project; improved 
the business coverage of Beijing, Tianjin and Hebei by acquisition of Caofeidian 
Project in Tangshan, Hebei Province; and formed a strategic point radiating the 
southwest region by signing a strategic cooperation agreement with Sichuan Province 
Mianyang Municipal Government. Through acquisitions and mergers nationwide, 
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business layout has been further consolidated and improved, which is conducive to 
its leading position in the hazardous waste industry and the further expansion of the 
scale of hazardous waste business as well as the sustainable growth of future result. 
 
Risk Warnings 

 

Market competition is intensified; 
Price of raw materials is rising; 
The project progress fails to meet expectations; 
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Financials 
 
FYE FY14 FY15 FY16 FY17 FY18E FY19E
Valuation Ratios
Price Earnings(P/E) 20.1 38.2 24.0 27.9 22.0 17.9
Price to Book(P/B) 2.1 4.7 4.0 3.5 3.1 2.7
Per share data(RMB)
EPS,Adjusted 0.74 0.39 0.62 0.53 0.68 0.83
Book Value Per Share 7.02 3.17 3.71 4.20 4.77 5.47
Dividends Per Share 0.15 0.08 0.12 0.11 0.14 0.17
Growth & Margins(%)
Growth 
Revenue 29.3% 17.4% 8.9% 18.4% 32.0% 24.5%
Operating income 27.0% 19.4% 61.4% 3.7% 9.2% 24.5%
Net profit 20.8% 32.2% 60.5% -11.3% 27.0% 22.9%
Margins
Gross profit margin 32.5% 32.4% 36.1% 35.9% 35.9% 35.9%
Operating profit margin 14.8% 15.1% 22.3% 19.5% 16.2% 16.2%
Net income margin 12.3% 13.8% 20.4% 15.3% 14.7% 14.5%
Key Ratios
ROE(%) 10.3% 12.1% 16.2% 12.7% 14.2% 15.2%
ROA(%) 6.1% 5.7% 7.2% 5.4% 6.8% 8.1%
Income Statement(RMB mn)
Revenue 2,048 2,403 2,617 3,100 4,092 5,094
   - Cost of Goods Sold 1,382 1,624 1,672 1,988 2,623 3,265
Gross Income 665 779 945 1,112 1,469 1,829
    - Operating Expenses 362 417 361 506 808 1,006
Operating Income 303 362 584 606 661 823
 - Net Non-Operating Losses (Gains)(18) (87) (89) (17) (122) (130)
Pretax Income 322 449 674 623 783 953
     - Income Tax Expense 39 64 97 69 102 124
Net profit 252 333 534 473 601 739

Source: Company, Phillip Securities (HK) Research Estimates 
(Financial figures as at 9 April 2018) 
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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.   

© 2018 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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