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A turnaround story 
 The worst is over: BYD’s share price has been under pressure for 

most part of 2005, reflecting market concerns over its auto business 
and the weak FY05 results.  We believe the worst is over and are 
seeing a turnaround in FY06. 

 
 Auto business to breakeven: BYD introduced F3, its new car model 

equipped with a 1.6L engine in 4Q05.  Priced at 30% lower than its 
counterparts, F3 receives warm welcome and sold about 6.8k units in 
the first two months of 2006.  We estimate that about 50k units of F3 
and some 10k units of Flyer to be sold in 2006.  With such sales 
volume, the business is expected to breakeven in FY06.   

 
 Handset components drive growth: Global handset market 

experienced double-digit growth in 2005.  In addition, the increase of 
outsourcing trend will also favor component producers, including BYD.  
Given its cost advantages, strict quality control and strong 
relationships with global handset vendors, we believe BYD can easily 
penetrate into the handset components market.  We expect BYD’s 
handset component business to generate revenue of RMB 2.9bn and 
RMB 4.0bn in FY06 and FY07, respectively. 

 
 Recharging the batteries: We expect BYD’s Li-ion battery shipment 

to recover to about 184mn units in 2006, representing 22% yoy growth, 
given that 1) BYD’s core customers are gaining market share in global 
handset market; 2) BYD is allocating more resources to its global 
clients; 3) expansion into batteries for other electric devices.  We 
estimate 8% and 6% volume growth and flat ASP for Nickel battery in 
FY06 and FY07, respectively.  In addition, we are expecting slight 
margin erosion for Nickel battery, due to the rising nickel price. 

 
 Initiating with BUY, TP at HK$21.6: In our view, we consider 

sum-of-the-parts valuation is the best method to capture the real value 
of BYD.  We initiate with a BUY rating at a 12-month target price of 
HK$21.6, representing 14.3x FY 06E EPS. Our target price implies for 
34% upside from the current level. 
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Earnings summary Price performance 
Year-end 31 Dec 2003A 2004A 2005A 2006F 2007F
Revenue (Rmb mn) 4,063 6,426 6,498 10,676 13,426
Growth (%) n.a. 58 1 64 26
Net Profit (Rmb mn) 864 1,037 529 845 1,020
EPS (HK$) 1.54 1.85 0.94 1.51 1.82
Growth (%) n.a. 20 (49) 60 21
P/E @ HK$16.15 10.5 8.7 17.1 10.7 8.9
DPS (HK$) 0.51 0.58 -        -        -        
Dividend yeild (%) 3.2 3.6 -        -        -        
ROE (%) 26.3 28.3 12.7 18.0 18.1

10.00

12.00

14.00

16.00

18.00

20.00

22.00

24.00

3-05 5-05 7-05 9-05 11-05 1-06

HK$

Source: Company information, FSSL estimates Source: Bloomberg 



First Shanghai Securities Limited March 2006 
 
  

- 2 - 
This report may not be taken or transmitted into or distributed in the US, Canada, Japan or to any US person 

 

Content 
The worst is over.........................................................................3
 
Auto business to breakeven ......................................................4
 
Handset components drive growth...........................................6 

Global handset on growth track................................................................... 6 
BYD’s core competence .............................................................................. 6

 
Recharging the batteries............................................................8 

Li-ion: Shipment recovers… ........................................................................ 8 
Li-ion: …amid margin erosion...................................................................... 8 
Nickel: Keep growing ................................................................................... 9

 
Financial analysis .....................................................................10 

Income statement ...................................................................................... 10 
Balance sheet .............................................................................................11

 
Valuation ....................................................................................12 

P/E comparison ......................................................................................... 12 
Sum-of-the-parts Valuation ........................................................................ 13 
P/E band checks........................................................................................ 13

 
Risk factors to our target price................................................15
 
Appendix: Summary of financials ...........................................16 
 



First Shanghai Securities Limited March 2006 
 
  

- 3 - 
This report may not be taken or transmitted into or distributed in the US, Canada, Japan or to any US person 

 

The worst is over 
 BYD’s share price has been under pressure for most part of 2005, reflecting 

market concerns over its auto business and weak FY05 results. 

Weak FY05 results  In FY05, BYD reported total revenue of RMB 6.498bn, up 1.1% yoy, and net 
profit of RMB 5.29bn, down 49% yoy, which were largely in line with market 
expectations.  As domestic handset vendors lost market shares in 2005, their 
Li-ion battery demand declined greatly.  As a result, BYD’s revenue from Li-ion 
battery dropped 40% in FY05.   

Modest recovery in 
2H05 

BYD’s 1H05 results was a disaster with 6% yoy decline in revenue and 48% yoy 
drop in net profit.  However, a modest recovery was noted in 2H05, owing to 
the strong growth of handset component business and the launch of new auto 
model.  Total revenue and net profit reported 47.9% and 13.4% sequential 
growth in 2H05, respectively.   

Table 1: Modest recovery in 2H05 

Rmb mn 1H05A 2H05A hoh FY04A FY05A yoy
Batteries 2,001 1,962 -1.9% 5,097 3,963 -22.2%
Handset components 501 1,405 180.5% 939 1,906 102.9%
Auto 119 510 327.8% 389 629 61.6%
Total revenue 2,621 3,877 47.9% 6,426 6,498 1.1%

Gross profit 652 803 23.3% 1,705 1,455 -14.7%
Operating profit 336 425 26.2% 1,176 761 -35.3%
Net profit 248 281 13.4% 1,037 529 -49.0%
 Gross margin 24.9% 20.7% 26.5% 22.4%
 EBIT margin 12.8% 11.0% 18.3% 11.7%
 Net margin 9.5% 7.2% 16.1% 8.1%

EPS (HK$) 0.44 0.50 13.4% 1.85 0.94 -49.0%  
Source: Company information 

 We believe the worst is over and are seeing a turnaround in FY06, due to:  

1) Enjoying the warm welcome for F3, it would be visible for BYD’s auto 
business to achieve breakeven in FY06; 

2) Handset component will maintain its strong growth momentum in FY06, as 
global handset vendors will grant more orders to BYD; 

3) In light of more global Li-ion battery orders and stable Nickel battery growth, 
the segment would experience a recovery in FY06. 
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Auto business to breakeven 
F3 is competitively  
priced 

BYD introduced F3, its new car model equipped with a 1.6L engine in 4Q05. 
We are comparing it with three mainstream models equipped with similar 
specification.  As most foreign brands are priced over RMB 100,000, or about 
30-50% higher than F3, we believe F3 is competitively priced and would 
probably attract customers who intended to buy those models.   

Figure 1: BYD’s new sedan model—F3 

       
Source: Cheshi.com 

Table 2: F3 is competitively priced 

Price Differences
(RMB '000) (%)

BYD F3 1.6L MT 73.8-79.8 n.a.
Hyundai Elantra 1.6L MT 103-113 ~40%
Ha/Ma Fumeilai 1.6L MT 105 ~30%
Buick Excelle 1.6L MT 110-120 40% to 50%

Model Engine

 
Source: Cheshi.com, FSSL 

 

Demand for F3 is strong Competitively priced between RMB 73,800 and 79,800, F3 receives warm 
welcome and about 6.8k units were sold in the first two months of 2006 within
only six provinces/cities.  Moreover, back-log orders for F3 have already 
reached 10k units by the end of Jan 06.   

Expand capacity to feed 
demand 

Despite the strong demand for F3, BYD is currently facing a capacity constraint.
The existing production line is already operating at full capacity, but only 4k units 
can be produced monthly.  BYD is working to expand its capacity, and it is 
expected to ship 6k units per month in 2H06 with a CAPEX spending of about 
RMB 400mn.  We believe BYD will then extend its sales network to more 
provinces, and thus further boost its sales. 

We estimates 60k units 
of sedan to be sold in 

Although BYD set an aggressive target of 70K to 100K units sales (including 
both Flyer and F3 models) in 2006, we estimate that about 50k units of F3 and 
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2006 some 10k units of Flyer to be sold in 2006.   

No need to cut price There are signs that China’s auto sector has bottomed out, for instance: 1) 
during the first two months of 2006, sales volume of passenger vehicles 
recorded more than 50% yoy growth; 2) the average price of middle-class 
sedans dropped 10% in 2005, slower than the 15% drop rate in 2004.  Given 
the market dynamics and the strong demand for F3, we believe there is little 
pressure over price for BYD. 

Enhance brand value BYD also stressed that it would allocate more resources to marketing 
campaigns to enhance the brand value of BYD auto, which, in our view, will be 
rewarded in the long run.  On the other hand, it will inevitably increase the 
selling and marketing expenses. 

Breakeven in FY06 Putting them together, we expect BYD’s auto business to generate revenue of 
RMB 3.36bn and achieve breakeven in FY06. 
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Handset components drive growth 
Global handset on growth track 

Global handset 
outsourcing will grow as 
competition intensifies 

Global handset shipment volume reached 817mn units in 2005, up 21% yoy, 
and is expected to further increase by 10-15% in 2006.  While the sector 
maintains its high-speed growth, competition intensifies as well.  In order to win 
market share, handset vendors were pushed into the low-end market. Benefiting
from the strategy, Nokia and Motorola both enlarged their market shares and 
combined for over half of the market.  One thing important in this trend is that 
most of the handset vendors increased their outsourcing ratio to control costs. 
Sector outsourcing ratio is around 30% currently, significantly higher than two 
years ago (20%). However, it is still very low comparing with PC (90%) and 
Notebook (60%).  We believe as the sector growth slows down, competition will 
further intensifies, driving more outsourcing orders to EMS or ODM companies, 
such as BYD. 

Figure 2: Global handset shipment and outsourcing ratio 
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Source: Gartner, FSSL estimates 

BYD’s core competence 
BYD can provide 
one-stop services 

BYD provides one-stop services to handset vendors. In addition to batteries, 
BYD is providing handset casings, keypads, displays and flexible printed circuit 
(FPC).  We consider BYD’s core competence lies in strict cost and quality 
control, and its strong customer relationships, both of which are extremely 
important to win global vendors’ orders.   

Cost advantage BYD achieves its cost advantage through vertical integration, and unique 
production process.  It designs and manufactures some production equipments 
in house in order to fit specific process optimization as well as to save cost.  In 
addition, it utilizes China’s low-cost labor to the largest extent to balance the 
cost and quality requirement. 

Strong client relations 
help BYD penetrate into 
component market 

On the other hand, through its battery business, BYD has secured many notable 
handset vendors in its client list, for instance, Motorola, Nokia, Siemens and 
Kyocera.  Leveraging on its strong relationships with those global players, we 
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believe BYD can easily penetrate into the handset components market. 
According to the management, BYD has passed all the testing procedure as a 
key component supplier to a global handset vendor.  We are optimistic that 
BYD will be able to secure more notable clients in 2006. 

Capacity is not a 
constraint 

BYD plans to double its handset mechanical parts capacity in 2006, in 
anticipation of a large order from an important client.  As equipments 
installation and labor needs only two months time, according to BYD, we believe 
capacity will not constrain the development.  We expect revenues from 
mechanical parts to double to RMB 1.1bn in 2006. 

Moderate revenue 
growth from STN-LCD 

We estimates STN-LCD contributed around RMB 1.1bn in turnover in FY05. 
Facing competition from TFT-LCD, customers are shifting away from STN-LCD, 
and we estimate that near 50% of the handsets are equipped with STN-LCD
now.  We believe the ratio will drop to less than 30% in the next three years. 
Thus, we forecast a modest 12% revenue increase for BYD’s STN-LCD in 2006.

Handset components 
maintain strong growth 
momentum 

BYD started its handset component business (including STN-LCD and 
mechanical parts) in 2003, and it has achieved great success.  Revenue 
quintupled to RMB 939mn in FY04, and further doubled to RMB 1.91bn in FY05. 
We expect BYD’s handset components business to maintain its strong growth 
momentum and generate a revenue of RMB 2.9bn and RMB 4.0bn for FY06 and 
FY07, respectively. 

Figure 3: Revenue from handset components business 
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Recharging the batteries 
Li-ion: Shipment recovers… 

Domestic handset 
vendors have minimal 
impact on BYD now 

The sluggish sales to domestic handset players were the main culprits of BYD’s 
disappointing FY05 results.  However, we noted that sales to domestic clients 
declined from about 30% of BYD’s total Li-ion battery shipment in 2004 to only 
around 5% by the end of 2005.  We consider this a positive sign as the cloudy 
prospect of domestic handset vendors will have minimal impact on BYD.   

We estimate BYD’s 
Li-ion battery shipment 
will increase 22% to 
184mn units in 2006 

We estimate BYD’s Li-ion battery shipment to decline by 30% to 151mn units in 
2005 (including 28mn units to Nokia and 91mn to Motorola).  As Motorola try to 
balance the strength of its suppliers, BYD’s market share with Motorola dropped 
below 50% in 2005, down from around 60% in 2004.  However, with 
semi-automated production line, BYD has certain cost advantage over Lishen, 
another major battery supplier to Motorola based in Tianjin, which uses
fully-automated production lines.   

 Motorola’s success on ultra-low-end handset, C-series, in emerging market 
boosted its global shipment to 145mn units in 2005, up 39% yoy,  In light of 
strong handset shipment by Motorola, we project BYD to ship about 109mn 
units of Li-ion battery to Motorola in 2006. 

 According to BYD, it accounted for about 7-8% Li-ion battery demand of Nokia in 
2005. We estimate BYD will produce 70mn units for Nokia in 2006, which would 
double its share in Nokia. 

 We expect BYD’s Li-ion battery shipment to recover to about 184mn units in 
2006, representing 22% yoy growth, given that 1) BYD’s core customers are 
gaining market share in global handset market; 2) BYD is allocating more 
resources to its global clients; 3) expansion into batteries for other electronic 
devices. 

Table 3: Li-ion battery shipment analysis (mn units) 

2005 2006E 2005E 2006E 2005E 2006E
Nokia 266 305 7.5% 12.0% 28 51
Motolora 145 181 45.0% 40.0% 91 101
Others 32 32
Total 151 184

Handset shipment BYD's Share Estimated battery shipmentHandset
vendors

 
Source: FSSL estimates 

Li-ion: …amid margin erosion 
We expect 1% annual 
margin erosion in 
2006-07 

Cobalt accounts for 30-40% of Li-ion battery’s production cost, thus its price has 
material impact on BYD’s profitability.  During 2004, average cobalt price 
surged from US$11/pound to US$24/pound.  As a result, BYD’s Li-ion battery 
business achieved only 33.5% gross margin in 2004, skidded from 41% in 2003.
In 2005, average cobalt price retreated to about US$16/pound.  However, we 
did not see a rebound in BYD’s gross margin.  Li-ion battery gross margin 
decreased by another 2.5ppt to 31% in FY05.  The contradiction, in our view, is 
largely owing to tough competition in the industry.  We notice that global 
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demand for Li-ion battery is slowing down, whereas, production capacity is 
expanding at an aggressive pace.  We factored in an 8% ASP decrease in 
2006 to reflect this situation.  We believe that weak cobalt price will cushion 
part of the ASP decline, and thus we expect the erosion of BYD’s Li-ion battery 
gross margin will be around 1% in each of the following two years. 

Figure 4: Cobalt price trend 
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Source: Bloomberg, FSSL 

Nickel: Keep growing 
Stable Nickel battery 
growth 

BYD was the No.1 Nickel battery producers in the world in 2005.  As some 
players are quitting the sector, due to expensive environmental treatment, we 
believe BYD’s nickel business will see continuous growth in the following years. 
We estimate 8% and 6% volume growth (in line with industry average) and flat 
ASP in FY06 and FY07, respectively.  In addition, we are expecting slight
margin erosion for Nickel battery, due to rising nickel prices. 

Figure 5: Nickel price trend 

4000

6000

8000

10000

12000

14000

16000

18000

03-01 09-01 03-02 09-02 03-03 09-03 03-04 09-04 03-05 09-05

US$/Ton

 
Source: Bloomberg, FSSL 
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Financial analysis 
Income statement 

 Boosted by aggressive handset component business expansion and strong 
sedan sales, we expect BYD’s turnover to report a CAGR of 43.7% in 2005-07.
Auto business will contribute about 31-35% of the turnover.  As battery 
business got mature, we expect a high-single-digit growth in the following two 
years. 

Table 4: Turnover forecast 

Year end Dec. Rmb mn FY03A FY04A FY05A FY06E FY07E
Batteries 3,389 5,097 3,963 4,419 4,653
－ Li-ion 2,113 3,501 2,102 2,359 2,465
－Nickel 1,249 1,547 1,767 1,947 2,063
－Others 26 49 94 113 124

Handset component 165 939 1,906 2,897 4,053
－STN-LCD 92 666 1,040 1,165 1,281
－Mechanical parts 73 273 866 1,733 2,772

Autos 510 389 629 3,360 4,720

Total turnover 4,063 6,426 6,498 10,676 13,426
 

Source: Company information, FSSL estimates 

 As a result of product mix change, we estimate BYD’s gross margin will 
gradually decrease from 22.4% in FY05 to 18.6% in FY07.  We also estimate 
the net margin to decrease from 8.1% in FY05 to 7.6% in FY07. 

 BYD’s effective tax rate was 5.8%, 14.6% in FY04 and FY05, respectively.  As 
BYD and its certain subsidiaries are still enjoying the preferential income tax 
rate.  We estimate BYD’s effective tax rate will be around 15% in the following 
two years, and net profits at RMB 845mn, 1022mn in 2006-07, or 38.9% CAGR. 

 BYD reported high ROE of 26.3% and 28.3% in FY03 and FY04, respectively. 
However, the losses from auto business and the disappointing battery shipment 
in 2005 dragged ROE to 12.7%.  Along with the breakeven of auto business 
and aggressive handset component expansion, we estimate ROE will recover to 
nearly 18% in FY06 and FY07. 

Table 5: ROE analysis 

Year ended 31 Dec. FY03A FY04A FY05E FY06E FY07E
EBIT/Sales 24% 18% 12% 11% 10%
Sales/Assets 73% 89% 66% 85% 92%
Assets/Equity 170% 196% 239% 267% 260%
PBT/EBIT 98% 94% 81% 84% 86%
Net profit/PBT 91% 93% 85% 85% 85%
ROE 26.3% 28.3% 12.7% 18.0% 18.1%  

Source: Company information, FSSL estimates 
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Balance sheet 
 We concern about BYD’s high gearing of 77% in FY05, compared with 49% in 

2004.  CAPEX in 2005 was about RMB 1.9bn and it will expand handset 
component capacity further. We estimate its CAPEX could reach RMB 1.5bn in 
2006, and stay about RMB 1.0bn for 2007.  However, we believe the financial 
position is still manageable, as we expect BYD could generate over RMB 1.1bn
and 1.5bn operating cash flow in FY06 and FY07. 
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Valuation 
A handset component 
play 

We consider BYD no longer a pure battery manufacturer, but a handset 
component play.  We estimate battery and handset component business to 
combine offer 68.5% of the total turnover and 84% of the gross profit in FY06.  

 In 2005, over 25% of the global handset outsourcing order flowed to Taiwan 
component manufacturers, such as CCI, Green Point, HTC, Sillitech, Ichia. 
They are conducting almost the same business as BYD, providing handset 
casing, keypad, LCM, FPC, acoustic parts to first-tier handset vendors.  We 
have used industry average handset component vendors for comparison 
purpose. 
 
P/E comparison 

BYD is trading on the 
low end of the sector 

Currently, BYD is trading at 10.7X FY06 and 8.9X FY07 EPS, on the low end of 
the industry, which is 26% lower than the average forward P/E of handset 
component producers.  Comparing with its Taiwanese peers, BYD is relatively 
new in handset component area.  However, given its growth momentum, we 
believe the counter should be traded in line with its peers. 

Table 6: ROE analysis 

EPS Growth (%)
05E 06E 07E 05-07 CAGR

Battery
Coslight 10.4              9.0                7.8                15.3%
GP 64.1              9.4                9.1                165.3%
Energizer 14.0              13.3              12.0              8.2%
Sanyo n.a. n.a. 57.1              n.a.
Average 29.5              10.6              21.5              62.9%

Handset components
Flextronics 15.2              14.8              13.1              7.9%
FOXCONN 34.4              22.5              15.9              46.8%
CCL 23.6              15.2              13.1              34.2%
HTC 27.2              16.9              12.4              48.1%
Arima Comm n.a. 13.0              12.2              n.a.
TGP 19.5              13.5              10.6              35.5%
Merry 24.9              16.5              13.8              34.3%
Silitech 17.5              13.9              12.4              18.7%
Ichia 49.9              12.0              10.6              116.9%
Cheng-Uei 21.0              14.3              9.7                47.5%
Average 25.9              15.3              12.4              43.3%

BYD 17.1 10.7 8.9 38.9%

Company P/E

 
Source: Bloomberg, FSSL estimates 
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Sum-of-the-parts Valuation 
BUY, TP at HK$21.6, 
based on 
sum-of-the-parts 
valuation 

In our view, we consider sum-of-the-parts valuation is the best method to 
capture the real value of BYD.  We believe valuing BYD’s battery and handset 
component business in line with the industry’s average forward P/E is 
reasonable on a long term basis.  On the other hand, as BYD’s auto business 
is seeing breakeven in 2006, we value it at 1.0x P/B.  We initiating with a BUY 
rating, and set our 12-month target price at HK$21.6 based on sum-of-the-parts 
valuation, representing 14.3x FY 06E EPS. Our target price implies for 34%
upside from the current level.   

Table 7: Sum-of-the-parts valuation 

Target P/E 14X
Implied value (RMB mn) 11,834

FY05 book value 285
Target P/B 1.0X
Implied value (RMB mn) 285

Sum-of-the-parts value (RMB mn) 12,119
Share O/S (mn shares) 539.5
Target price (RMB) 22.5
Target price (HK$) 21.6

Implied FY06 P/E 14.3X

Auto

Battery and handset component

 
Source: FSSL 

P/E band checks 
14x forward P/E is 
undemanding 

Before acquisition of BYD’s auto business, the counter was traded between 14x 
to 20x forward P/E during 2004.  During 2005, pricing pressure and losses from 
the auto segment pushed BYD’s rating to a low 8x forward P/E.  Recently, it 
strengthened to over 10x forward P/E, driven by China government’s new policy 
which is in favor of small sedans.  Provided that BYD’s auto business is 
expected to breakeven in 2006, we believe our target price at 14x forward P/E is 
indeed undemanding. 
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Figure 6: Forward P/E band of BYD 
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Risk factors to our target price 
 1. Weak F3 sales; 

2. Unexpected handset component order loss; 

3. Faster-than expected margin erosion in battery business due to fierce 
competition; 

4. RMB appreciation has a negative impact on its gross margin, since most of 
BYD’s sales are USD denominated, whereas a significant portion of costs 
are denominated in RMB.   
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Appendix: Summary of financials 
 
Profit and Loss Statements Ratio Analysis
RMB mn, year-end Dec

FY03A FY04A FY05A FY06F FY07F FY03A FY04A FY05A FY06F FY07F
Revenue 4,063 6,426 6,498 10,676 13,426 Margins
Gross profit 1,348 1,705 1,455 2,095 2,495 Gross Margin (%) 33.2% 26.5% 22.4% 19.6% 18.6%
Other income 43 33 34 34 34 EBITDA margin  (%) 24.2% 19.8% 13.7% 12.4% 11.8%
Selling expenses (102) (160) (170) (256) (295)

(316) (402) (558) (694) (846)

(20) (66) (143) (188) (192)

Net margin (%) 21.3% 16.1% 8.1% 7.9% 7.6%
General and Adm. Exp.
Operating profit 974 1,176 761 1,179 1,388 Operating Performance
Finance costs SG&A / revenue  (%) 10.3% 8.7% 11.2% 8.9% 8.5%
Associates -       -       -       -       -       Effective tax rate (%) 6.5% 5.8% 14.6% 15.0% 15.0%
Earning before tax 954 1,110 619 991 1,196 Dividend payout (%) 17.7% 26.6% 0.0% 0.0% 0.0%
Tax paid Inventory turnove(62) (64) (90) (149) (179) r 78.2 84.9 125.3 110.0 90.0
Minority Interest 0 3 4 Payable days 124.2 110.6 134.4 135.0 120.0
Net profit 864 1,037 529 845 1,020 Receivable days 153.7 128.6 119.2 100.0 90.0
EPS (HK$) 1.54 1.85 0.94 1.51 1.82

D&

(29) (9)

A 118 237 359 478 563 Financial 
EBITDA 981 1,274 887 1,323 1,584 Net debt(cash) to equity 0.06 0.43 0.78 0.76 0.57

Revenues / total assets 0.73 0.73 0.59 0.76 0.88
Growth Total assets / equity 1.70 2.18 2.58 2.75 2.49
Revenue (%) n.a. 58% 1% 64% 26% Interest coverage 49 -18 -5 -6 -7
EBITDA (%) n.a. 30% -30% 49% 20%
EPS (%) n.a. 20% -49% 60% 21%

Balance Sheet Cash Flow Statement
RMB mn, year-end Dec RMB mn, year-end Dec

FY03A FY04A FY05A FY06F FY07F FY03A FY04A FY05E FY06F FY07F
Cash 499 683 682 601 711 Cash from Operations 567 779 963 1,417 1,931
Trade receivable 1,711 2,263 2,123 2,925 3,310 Finance costs
Inventories 870 1,494 2,232 3,217 3,310 Tax Paid
Other current assets 21        24        72        73        75

(16) (62) (143) (188) (192)
(110) (64) (90) (149) (179)

        Operating CF 441 652 730 1,080 1,560
Current assets 3,100 4,464 5,109 6,817 7,407
Fixed assets 2,382 4,100 5,470 6,745 7,229 CAPEX
Intangible assets 84 225 421 476 579 Other Investing Activities
Deferred tax assets 12 14 31 31 31 Investing activities CF
Total assets 5,578 8,804 11,030 14,069 15,246
Short-term liabilities 17 258 17 13 13 Change in Debt 344 1,972 1,328 488
Trade payables 1,382 1,946 2,393 3,949 4,414 Change in Equity -

(1,084) (1,948) (1,932) (1,500) (1,000)
(287) (220) (126) (150) (150)

(1,371) (2,168) (2,058) (1,650) (1,150)

(300)
      -       -      -           - 

S-T bank loan 603 2,202 2,178 2,000 2,000 Dividends 0 0 0
Others current liab. 38 57 280 349 404 Other Financing Activities -

(153) (276)
      -       -      -           - 

Total current liab. 2,039 4,463 4,869 6,311 6,831 Financing activities CF 191 1,696 1,328 488
L-T bank loan 105      237      1,830   2,500   2,200

(300)
   

Others -       -       -       -       -       Chang in cash 180 110
Total liabilities 2,144 4,700 6,698 8,811 9,031
Minority interest 154 59 64 145 82 Cash at the beginning 1,240 499 683 682 601
Shareholders' eqt. 3,280 4,044 4,267 5,112 6,133 FX impact 3 -      -

(740) (0) (81)

(2)            - 
Cash at the end 501 679 682 601 711

Book value per share 6.08 7.50 7.91 9.48 11.37
Working capital 2,393 2,025 1,101 2,317 3,207  
Source: Company information, FSSL estimates 
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