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Vinda International (3331.HK)

Revenue growth in 2Q slows down,
1H profit margins still under pressure

Consumer | Personal Care Products

Vinda is a leading hygiene company in Asia, with core business segments including tissue,
incontinence care, feminine care, baby care and professional hygiene solution under key
brands Vinda, Tempo, Tork, TENA, Dr. P, Libresse, Libero and Drypers.

Revenue growth in 2Q slows down, 1H profit margins still under pressure

In 1HFY2023, total revenue of Vinda amounted to HK$10,070 million, representing an
increase of 10.1% organically and of 4.0% (presented in Hong Kong Dollar). 1Q and 2Q
revenues were HKS4,969 million and HKS5,101 million, a year-on-year increase of 15.5% and
5.5% respectively. 1H Net profit declined by 81.1% to HK$121 million. The net profit margin
narrowed by 5.4 ppts to 1.2%. Basic EPS was 10.0 HK cents (1HFY2022: 53.0 HK cents), and
an interim dividend of 10.0 HK cents (1HFY2022: 10.0 HK cents) per share.

Despite the gradual reduction of the pulp prices since the end of 2022, costs in the first half
of the year were still impacted by the inventories with relatively high price, and on gross
margin, which decreased by 6.9 ppts year-on-year to 25.1%. Gross profit was down by 18.5%
to HKS2,527 million. EBITDA fell by 42.3% to HK$818 million while EBITDA margin was
narrowed by 6.5 ppts to 8.1%. Total foreign exchange loss was HKS$0.3 million (H1 2022:
HKS22.4 million loss), of which HKS5.4 million loss came from operating activities (H1 2022:
HKS26.2 million loss), and HKS5.1 million gain was due to financing activities (H1 2022:
HKS3.8 million gain).

In terms of business segments, revenue from tissue segment amounted to HK$8,361 million
in 1HFY2023, which delivered a year-on-year increase of 5.0% or an organic sales growth of
11.5%, representing 83% of Vinda's total revenue (1HFY2022: 82%). The gross margin of
tissue segment was 23.8% during this Period (H1 2022: 31.6%). Vinda adhered to focus on
premium categories, resulting in a double-digit growth of the premium tissue portfolio in
mainland China as well as an increasing proportion of revenue. The impact from the high-
cost wood pulp inventory and promotion had been relieved to an extent by the premium
categories for its relatively higher profit margin.

Revenue from the personal care business decreased by 0.5% to HK$1,708 million in
1HFY2023, which was a 3.7% increase at constant exchange rates and represented 17% of
the Vinda's total revenue (1HFY2022: 18%), revenue by category was HKS556 million for
baby care, HK$400 million for feminine care and HKS752 million for incontinent care. Gross
margin of the personal care segment was 31.2% (1HFY2022: 34.1%), of which baby care was
24.0%, feminine care was 46.7% and incontinent care was 28.2%.

In terms of capacity planning, the annual designed production capacity of the Vinda's
papermaking facilities was 1,390,000 tons as at 30 June 2023. The Southeast Asia regional
headquarters in Malaysia was officially put into operation on 16 December 2022. It is
Vinda's first overseas innovation and R&D centre, which would help Vinda to accurately
meet consumer demand in the Southeast Asian market and strengthen its regional supply
chain footprint, improving Vinda's production and sales efficiency in Southeast Asia.
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In terms of sales channel, traditional distributors, key accounts managed
supermarkets and hypermarkets, B2B corporate customers and e-commerce
platforms accounted for 24%, 21%, 9% and 46%, respectively, of the total revenue.
The e-commerce revenue recorded the most significant growth with an organic
increasel of 23.6% year-on-year.

Despite the gradual reduction of the pulp prices in the first half of the year, due to
inventory cycle factors, the expected cost reduction trend will not be reflected until
the second half of the year.

Figure 1: wood pulp price (USS per ton)
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Company valuation

economic recovery and consumer sentiment remain uncertain, we adjusted the gross
profit margin forecasts for 2023 to 2024 from 30.2% / 31.1% to 26.6% / 27.6%
respectively, and further lowered the company’s EPS forecast for FY2023E-FY2024E
to 36.6 cents and 52.8 cents respectively (lowered by 50.3% and 43.9% compared to
the report in March 2023), with TP HKD$9.78, implies a FY2024E P/E of 18.6x, in line
with its 5-years average +1SD. Our investment rating is “Sell”.

Risk factors

1) wood pulp prices rise more than expected; 2) Large fluctuations in RMB; 3)
Economic recovery momentum slower than expected, consumer confidence weakens
further; and 4) Industry competition is intense than expected.
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Financial
Consolidated Statement of Profit or Loss C lidated S of Fi ial Position
Dec Y/E, HKD mn FY20 FY21 FY22 FY23E FY24E Dec Y/E, HKD mn FY20 FY21 FY22 FY23E FY24E
Revenue 16,512 18,676 19,418 20,044 20,619 Non Current Asset
COGS (10,289)  (12,079)  (13,934) (14,717)  (14,932) PPE 10,117 11,226 10354 11,725 12,087
Gross Profit 6,223 6,596 5,483 5,327 5,687 Others 4,633 " 4,595 " 4,350 4,530 4,473
Selling expenses (2,961) (3,672) (3,837) (3,831) (3,900} Total Non Current Assets 14,751 15,821 14,704 16,255 16,560
General & Admin exp (952) (958) (912) (923) (959) Current Asset
Others 143 77 72 60 48 Inventory 4,774 4,427 6,015 5,500 5,144
Operating Profit 2,453 2,044 807 632 878 Trade and other receivables 2,435 2,364 2,340 2,628 2,682
Finance costs (126) (94) (60) (138) (118) Bank balance and cash 749 1,025 607 604 738
Share of result of a JV (0.2) (0.2} (0.0) (0.2) (0.2) Others 413 544 624 550 554
Profit before tax 2,326 1,950 747 494 760 Total Current Assets 8,371 8,360 9,585 9,281 9,118
Income tax (452) (311) (41) (53) (125) Total Assets 23,122 24,181 24,289 25536 25678
Shareholders Net profit 1,874 1,638 706 441 635 Non Current Liabilities
Reported EPS, Diluted 1.56 1.36 0.59 0.37 0.53 Long-term debt 2,850 2,936 2,801 3,048 2,874
DPS 0.47 0.50 0.40 0.24 0.30 Other Non-current Lial 729 1,628 661 1,620 1,612
Payout ratio 30% 37% 68% 64% 56% Total Non-current Liabiliti 3,619 4,564 3,462 4,669 4,487
Shares outstanding 1,198 1,201 1,203 1,205 1,207 Current Liabill
Interest-bearing Borrowings 1,445 867 299 979 805
Trade payables 5,640 5,432 7,549 6,725 6,874
Key Financial Data Others 749 300 978 304 302
Dec Y/E FY20 FY21 FY22 FY23E FY24E Total Current Lial 7,835 6,598 8,827 8,008 7,981
Ratio Equity
P/S ratio, x 13 11 11 11 1.0 Shareholders’ equity 11,667 13,019 12,000 12,859 13,210
P/E ratio, x 1.3 13.0 30.2 48.4 337 Non-controlling interests - - - - -
Dividend Yield, % 2.7% 2.8% 2.3% 1.3% 1.7% Total equity 11,667 13,019 12,000 12,859 13,210
Total Liabilities and Equity 23,122 24,181 24,289 25,536 25,678
Per share data (HKD)
EPS 1.56 1.36 0.59 0.37 0.53
BVPS 9.74 10.84 9.98 10.67 10.94 Consolidated Statement of Cash Flow
DPS (HKD) 0.47 0.50 0.40 0.24 0.30 Dec Y/E, HKD mn FY20 FY21 FY22 FY23E FY24E
CFO
Growth & Margin Profit before income tax 2,326 1,950 747 494 760
Growth D&A add-back 1148 " 12487 1296 1041 1191
Revenue Growth 2.7% 13.1% 4.0% 3.2% 2.9% Others (574) (540) (498) (53) (125)
Gross Profit Growth 24.8% 6.0% -16.9% -2.9% 6.8% Net (inc)/dec working capital (896) " (12) 536 (44) 444
Operating Profit Growth 56.3% -16.7% -60.5% -21.6% 38.9% Net cash flow from operating activities 2,004 2,646 2,081 1,437 2,270
Net Profit Growth 64.7% -12.6% -56.9% -37.6% 44.0% CFl
Margin Purchase of PP&E (1,697) (1,755} (1,100) (1,427)  (1,445)
Gross Profit Margin 37.7% 35.3% 28.2% 26.6% 27.6% Others (28) (5) 2 (48) (51)
Operating Profit Margin 14.9% 10.9% 4.2% 3.2% 4.3% Net cash flow from investing ac (1,725)  (1.,759) (1,202) (1,475) (1,496)
Net Profit Margin 11.4% 8.8% 3.6% 2.2% 3.1% CFF
Dividends paid (372) (564) (602) (600} (284)
Key Ratios Others 341 (74) (738) 217 (356)
ROE 17.7% 13.3% 5.6% 3.4% 4.9% Net cash flows from financing acti (31) (638)  (1,339) (383) (640)
ROA 8.8% 6.9% 2.9% 1.8% 2.5% Net Change in Cash 248 248 (360} (422) 134
Cash and CE at Y/E 749 1,025 607 604 738

Current Price as of: August 10

Source: PSHK Est.
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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

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.
© 2023 Phillip Securities (Hong Kong) Limited
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