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INITIATION

Insert   Insert     

Transinfo Technology 
Gaining market traction as a potential winner in 
smart transportation and IoV; Initiate with BUY 
■ We initiate coverage on Transinfo with a BUY rating and target price (TP) of 

Rmb34.70.   

■ We think new infrastructure will remain a market focus, as the central government 
aims to secure steady economic growth after the COVID-19 outbreak. With its 
technical leadership, Transinfo should continue to gain market traction, as it is 
expected to benefit from rising new smart transportation and IoV investment from 
2020F. Overall, we expect its earnings to grow no less than 20% p.a. in 2020–2021F. 

■ Our TP is based on a target P/E multiple of 40x vs. its historical trading average P/E 
of 30.6x. We think smart transportation and IoV are gaining market traction. With its 
technical leadership, Transinfo should enjoy further share price re-rating opportunities.       

 

Technical leadership in smart transportation and intelligent security 
expected to help gain market share 
Transinfo started its business providing road information systems for road transportation 
operations. It currently offers smart transportation systems and solutions for uses in 
highway, road, railway and civil aviation transportation. With its acquisition of Uniview, 
Transinfo has developed its capability to provide advanced intelligent security systems 
integrating both front-end videos and back-end AI platforms for use not only in public 
transportation but also in smart cities and other areas. With Alibaba coming onboard in 
1H19, market confidence in Transinfo’s technical leadership was enhanced, which should 
help it consolidate its position in the market. The adoption of advanced technologies in 
road transportation, such as 5G, AI, and big data, also means further market share 
consolidation opportunities for Transinfo.  

New infrastructure and smart transportation investment expected 
to receive a major boost in 2020–2021F 
Facing greater growth uncertainties, the central government has deployed monetary and 
fiscal measures to secure economic growth. We expect infrastructure FAI growth to 
rebound in 2020. The growth engine, however, will shift to later-cycle smart 
transportation, such as digitalization of the transportation network to enhance operation 
efficiency and safety. We expect smart transportation investment to grow >20% p.a. in 
2020–2021F, representing 2–3% of total transportation FAI. Given Transinfo’s leading 
position, we expect earnings growth of >20% p.a. in 2020–2021F to be deliverable.  

Growth opportunities from IoV development yet to come  
China postponed its goal of achieving mass production of vehicles with L3 autonomous 
driving capabilities from 2020 to 2025. But the market viewed this as confirmation of 
China’s goal of developing autonomous driving, since the new guidelines this time 
involved collaboration among 11 related government departments. We think China will 
invest first in infrastructure and the cloud side, i.e. IoV, to help control the cost of adding 
autonomous driving features to vehicles. On that front, companies in the IoV (V2X) value 
chain should be key beneficiaries of rising investment in V2X. Overall, we expect 
investment in V2X to accelerate from 2021 after technology and solutions prove sufficient 
through the pilot projects initiated by the central and local governments.    

Initiate with BUY and a TP of Rmb34.70  
Our TP is based on a target P/E of 40x, implying 1.7x 2020F and 1.4x 2021F PEG. 
Historically, Transinfo has traded at an average forward P/E of 30.6x. Rising market 
attention to smart transportation and IoV and accelerating profit growth in FY21F should 
drive a share price re-rating as the market becomes aware of its technical leadership.  

 
 

            

 

SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG 
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ADD 
Consensus ratings*: Buy 14 Hold 0 Sell 0 
  

Current price: Rmb24.56 

Target price:   Rmb34.70 

Previous target: na 

Up/downside: 41.3% 

CGI / Consensus: 6.4% 
  

Reuters: 002373.SZ 

Bloomberg: 002373 CH 

Market cap: US$5,264m 

 Rmb36,619m 

Average daily turnover: US$110.5m 

 Rmb775.2m 

Current shares o/s: 1,487m 

Free float: 59.6% 
*Source: Bloomberg 
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Financial Summary Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

Revenue (Rmbm) 5,357 7,251 9,187 11,498 14,788

Operating EBITDA (Rmbm) 1,014 1,140 1,351 1,647 2,069

Net Profit (Rmbm) 466 763 995 1,230 1,593

Core EPS (Rmb) 0.39 0.54 0.67 0.83 1.07

Core EPS Growth 30.0% 38.5% 24.0% 23.6% 29.5%

FD Core P/E (x) 62.97 45.48 36.69 29.69 22.92

DPS (Rmb) 0.05 0.06 0.07 0.09 0.11

Dividend Yield 0.216% 0.224% 0.292% 0.361% 0.468%

EV/EBITDA (x) 30.09 29.15 26.10 21.52 17.12

P/FCFE (x) NA 133 1,514 346 98

Net Gearing (20.6%) (20.9%) (17.3%) (14.5%) (13.6%)

P/BV (x) 5.55 4.59 4.13 3.68 3.22

ROE 11.4% 11.9% 11.9% 13.1% 15.0%

% Change In Core EPS Estimates   

CGI/consensus EPS (x)   1.00 1.01 1.07
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Brief introduction to Smart Transportation: 
Infrastructure to lead, followed by vehicles, 
passenger and freight, for 5G smart transportation 
applications 

Smart transportation is about the use of advanced information and 
communication technologies for different modes of transport and traffic 
management to enable users of different transportation modes to be better 
informed and make safer, more coordinated and efficient trips, and goods 
transportation. Smart transportation can thus be categorized into three segments, 
based on the part of the transportation system the smart transportation 
applications centre on: (i) infrastructure spending, such as road, railway and 
urban transit networks; (ii) equipment and hardware spending, such as 
automobiles and trains; and (iii) usage and applications, such as passenger and 
freight transportation. As Fig 1 shows, the applications for the three segments 
overlap, but have different focuses regarding infrastructure, cloud, vehicles, 
passengers or freight. Applications for the infrastructure side focus on 
infrastructure and the cloud. Applications for equipment and hardware involve 
infrastructure, the cloud, vehicles and passengers, but vehicles are the 
centrepiece. Applications focus on big data, AI and IoT to facilitate transportation 
logistics.  

We think growth opportunities will initially come from the infrastructure side 
starting in 2020, led by the commercial introduction of the 5G network. 
Applications for the infrastructure side are more government driven; hence, 
growth opportunities for smart transportation applications will initially come from 
this segment, since the central government will promote the development of 
smart transportation systems on both the infrastructure and the cloud sides. 
Smart transportation applications for the other two segments are more consumer 
or industry driven; therefore, investment growth in these two segments will occur 
only after the technology matures and proves its value to be added to both 
industry and end-users. The development of applications for the latter two 
segments also count on the development of smart transportation applications for 
the first segment, i.e. the infrastructure and cloud side. (For a detailed 
introduction to China’s smart transportation market, please refer to our industry 
note Smart transportation – Government to lead, private sector to follow (PDF)). 
 

Figure 1: Smart transportation illustration 
 

 

SOURCES: CGIS RESEARCH 
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Technical leadership in smart transportation and 
intelligent security to help gain market share 

China’s investment in smart transportation took off in the 13
th
 FYP. Road FAI 

focused on construction and electro-mechanical engineering work. Given the 
nature of this simple, small-scale, early-cycle electro-mechanical engineering 
work, the smart transportation market is fragmented. As Fig 2 shows, the top 10 
players had only a combined 33% market share in 2018. We expect more 
advanced technologies like AI and big data to be applied in road transportation 
informatization and intelligentization, especially with the launch of the 5G 
network in 2020. The security system market, on the other hand, is already 
dominated by three key players – Hikvision (002415 CH), Uniview (a subsidiary 
of Transinfo) and Dahua (002236 CH) – which jointly had a 56% market share in 
2018 (Fig 3). This high market concentration was led by the earlier adoption of 
advanced technologies, such as visual surveillance through facial recognition 
and big data analytics in public security.  

Overall, we expect industry consolidation in both the smart transportation and 
intelligent security markets to continue, and for Transinfo, with its technical 
leadership, to be the key beneficiary. Transinfo was founded in 2000 and started 
its business providing road information systems for transportation and traffic 
management needs. The Company should be a key beneficiary of China’s rising 
smart transportation and intelligent security investment, given its expertise in 
highway and city road informatization and technical strengths in AI and big data. 
It currently offers smart transportation systems and solutions for highway, road, 
railway and civil aviation transportation users. With its acquisition of Uniview, the 
Company has also developed its capability to provide advanced intelligent 
security systems integrating both front-end videos and back-end AI platforms for 
use not only in public transportation but also in smart cities and other areas. 
With Alibaba becoming its second-largest shareholder in 2019, the Company 
should be able to gain more smart transportation and intelligent security 
business, as Alibaba has access to local government smart city projects.  

  

Figure 2: Smart transportation market concentration Figure 3: Key players’ market share in China’s safety and public 
security market 

 

   

SOURCES: CGIS RESEARCH, ITS114 SOURCES: CGIS RESEARCH, IDC 
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Figure 4: Transinfo’s product and service offerings 

 

SOURCES: CGIS RESEARCH, COMPANY DATA 

 

 

First mover in the digitization of highway and city road 
transportation 

Transinfo was a first mover in the city road information system market and has 
built competitive products, services and solutions for the full value chain to meet 
the needs of government, industry and the public. The Company offers systems 
and solutions for applications like comprehensive transportation management, 
transportation hub management, traffic control, off-site law enforcement and 
road network monitoring. The Company also offers system design, software 
development, system integration and maintenance service for its government 
and corporate customers. Transinfo has the largest market share in traffic data 
collection and service systems. It is also the No. 1 player in the transportation 
information, transportation data centres, Transportation Operation Coordination 
Centres (TOCCs), and road network monitoring system markets. The Company 
has a 50% share in the road network monitoring system market and has 
engaged in 60% of the demonstration projects for transportation emergency 
command systems. 

  

Figure 5: Shenzhen TOCC Figure 6: Beijing Municipal TOCC  

   

SOURCES: CGIS RESEARCH, COMPANY DATA SOURCES: CGIS RESEARCH, COMPANY DATA 

  

 

Main business Sub-segments Product description

City road Governmental and industry demand: provide integrated full life-cycle service covering from planning design, 

software development,system integration to operation maintainance;                                                     

Public demand: provide integrated smart transportation services.

Highway Business including traditional highway integrated electromechanical system (monitoring system, fee 

management system, telecommunication system, tunnel system) and rich operation management system in 

the field of road intelligent transportation.

Rail Professional and mature solutions and pratical cases in multimedia comprehensive display of online network 

command center, information center, rail transit asset management, information management of rail transit 

group integration; Providing a full range of rail traffic information solutions by fully meeting the requirements of 

rail transportation enterprises for information service.

Civil aviation Providing intelligent civil aviation and industy information solutions and professional technical services, 

including data integration and analysis to large-scale aviation carriers; forming a comprehensive solution 

covering the business fields of smart airport construction, aviation information construction, and airport 

professional engineering.

Emerging business V2X and Cooperative Vehicle Infrastructure System(CVIS): provides full series of complete intelligent 

networking products and solutions for V2X vehicle terminal, road side and cloud control management service 

platform, software development set, road side perception and edge computing.

Electronic Vehicle Identification(EVI): engage in R&D of EVI related hardware and software products, as well 

as the development of related operational management system and data application.

Video surveillance products Full range of product lines including video surveillance hardware and software, applying on both front-end and 

back-end of video capture. Back-end products can be divided into hardware and software products. Hardware 

products apply on data transformation, data transmission and data storage; Software products include metro 

video surveillance control platform and small-to-medium surveillance solution control software.

Video surveillance solution Provide tailered-made video surveillance solution for multple industry users.

Uniview Solution Enabling 

Engineering & IMOS 

infrastructure

Endow more value-added to business partners by enhancing openess, lowering difficulty of development and 

offering more supportive measures, developing security business ecosystem engineering together.

Smart city Smart city Develop smart city business based on the core of smart transportation and intelligent security. Providing 

intelligent professional design, industry solution,one stop consultancy and reengineering management 

services.

Smart transportation

Intelligent Security
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The Company has won electro-mechanical engineering projects from highway 
companies, offering products and services to develop highway monitoring 
systems, weighing systems, ETC systems, road maintenance systems, travel 
service systems, etc. It has undertaken >800 electromechanical engineering 
projects in 31 provinces for highways with total operating mileage of >30,000 km, 
giving it about a c18% market share. With its wide product offerings, the 
Company was a key beneficiary of MOT’s push for ETC installation in 2019. It 
won ETC project contracts from highway companies in more than 20 provinces, 
including Shandong, Zhejiang, Shanxi, Tianjin and Hubei.  

  

Figure 7: Expressway ETC products Figure 8: Road network detection and weighing series products 

   

SOURCES: CGIS RESEARCH, COMPANY DATA SOURCES: CGIS RESEARCH, COMPANY DATA 

  

 

Uniview on board, the third-largest intelligent security player, 
helping Transinfo gain technical strengths in AI and big data 

Transinfo entered the intelligent security market through its acquisition of 
Hangzhou Jiaozhi in 2018, which currently holds a 100% stake in Uniview. 
Uniview, founded in 2011, is the third largest player in China’s CCTV and video 
surveillance market in terms of market share (Fig 3). In 2018, it also became the 
fourth largest player in the global video surveillance market. China’s rising 
government-led investment in public security systems has enabled Uniview to 
become the domestic leader and to grow in overseas markets. Uniview’s video 
surveillance products and systems are used in retail, buildings, education, 
commercial property, city surveillance, transportation, etc. Uniview’s products 
are sold in 145 countries. AI and big data analytics will increasingly be used in 
public security, so Uniview should be able to gain market share in the domestic 
market and expand its overseas business.  
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Figure 9: Uniview’s global ranking and market share in 2015–2018  

 

SOURCES: CGIS RESEARCH, IHS MARKIT 

 

 

Transinfo’s acquisition of Uniview not only helped Transinfo’s business 
expansion into the intelligent security market, but also offered synergies in 
technology and sales channel development. Because of Uniview, Transinfo was 
able to offer advanced intelligent security systems integrating both front-end 
videos and back-end AI platforms for applications in public transportation and 
smart cities, and other areas. With Uniview’s technology, Transinfo enhanced its 
capability to collect, process and analyze information. Also, Transinfo and 
Uniview can use each other’s sales channels. 

Transinfo’s strength in both smart transportation and intelligent security helped it 
gain attention from Alibaba, which became the Company’s second-largest 
shareholder by acquiring a 15.0% equity stake from two of Transinfo’s previous 
shareholders in May 2019. Alibaba is leading smart city development in China 
with its strong government relationship and its great cloud service offerings. 
There are business synergies between Transinfo, Uniview and Alibaba. With 
Alibaba onboard, Transinfo can win further market share for its smart 
transportation and intelligent security businesses. In addition, Uniview’s 
capability in providing edge computing equipment and solutions should help 
strengthen Alibaba’s competency in gaining smart city projects, which can also 
help Uniview participate in Alibaba’s smart city projects.  
 

Figure 10: Technology and product synergies between Transinfo and Uniview 

 

SOURCES: CGIS RESEARCH 
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New infrastructure: smart transportation FAI to get a 
major boost in 2020–2021F 

The growth of smart transportation investment should come from two areas, as 
we highlighted in our smart transportation report published in November 2019: 1) 
road system investment in road transportation intelligentization, led by the 
central government’s goal of raising China’s global competitiveness in the 
transport sector; and 2) China’s determination to push the development of 
autonomous driving and IoV. We think the first driver should boost investment 
mainly in smart transportation from 2020 onwards, especially as China is facing 
greater economic growth uncertainty from the COVID-19 outbreak in 1Q20 
across major global economies. The second driver, however, is still in the early 
stages, so investment on this front will not come all at once in 2020, considering 
1) still immature technology development for autonomous driving and IoV; and 2) 
the unclear division of investment and regulation responsibilities among 
government departments, such as the Ministry of Transportation (MOT), the 
Ministry of Public Security (MOPS) and the MIIT.  

Facing downward pressure on economic growth from the COVID-19 outbreak, 
the central government has deployed monetary and fiscal measures to secure 
steady economic growth and employment. We expect infrastructure FAI to see 
stronger growth in 2020 compared with 2019. The growth focus, however, will 
increasingly shift into later-cycle informatization and intelligentization, i.e. smart 
transportation. In 3Q19, the central government released its new guidance for 
the development of a modern transport system by 2035, which comprises three 
key networks: 1) a high-speed network of railways, expressways and civil 
aviation; 2) an arterial network of low-speed railways, national highways and 
waterways, and oil and gas pipelines; and 3) a basic network of provincial 
highways, rural highways, regional railways and general aviation. In addition, 
more intelligent systems will be put into place to help enhance collaboration 
within the same transportation mode and also among different transportation 
modes. The launch of the 5G network will also facilitate applications of AI and 
big data analytics technologies in public transportation. Recently, the central 
government also reiterated its determination to push the development of 5G and 
5G applications in the areas of transportation, power grid, IoV, etc.   
 

Figure 11: China transportation FAI in 2014–2021F 

 

SOURCES: CGIS RESEARCH, WIND 

 

 

The development of smart transportation applications for roads, railways, 
waterways and civil aviation is conducted separately at the current stage. There 
will also be application development to help enhance collaboration among 
different transportation modes. The MOT is mainly responsible for such 
investment in road, water, railway and air transportation. Decisions about public 
transportation network construction, equipment procurement and operations are 

http://download.chinastock.com.hk/cgiresearch/2019/Nov/Smart%20Transportation_20191105_CGIHK.pdf
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all made by the MOT, along with related bureaus and divisions at the central and 
local government levels. The MOT moved ahead of other government 
departments by pushing ETC appliance installation on vehicles, thereby pushing 
highway ETC implementation in 2019, which secured its leadership in data 
collection on road and other transportation networks. Smart transportation 
investment accounted for 1–3% of transportation infrastructure FAI. With this low 
base, we expect smart transportation investment to grow no less than 20% p.a. 
in 2020–2021F.  
 

Figure 12: China’s smart transportation FAI in 2014–2021F 

 

SOURCES: CGIS RESEARCH, WIND, GUANYAN 
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Growth opportunities from V2X for autonomous 
driving yet to come 
China’s plan for autonomous driving was shown in the roadmap put out by the 
MIIT in 2016, which laid out three distinct five-year periods to 2030 for the 
development of intelligent and connected vehicles, with vehicles reaching the PA 
or CA intelligent level as early as 2020 (Fig 13). The NDRC, along with 10 other 
government departments, released a new guideline on 24 February, however, 
suggesting that China will postpone its original goal of achieving mass 
production of intelligent vehicles with CA driving capability from 2020 to 2025.  
 

Figure 13: China’s autonomous driving development plan 

 

SOURCES: CGIS RESEARCH 

 

Despite the delay, the market views this new guideline as confirmation of 
China’s goal to promote autonomous driving. To achieve the goal, the central 
government will first boost investment in transportation infrastructure. At the 
same time, it will push the development of LTE-V2X vehicular wireless 
communication networks in all regions and establish 5G-V2X vehicular wireless 
communication networks in selected regions to enable vehicle-road-cloud 
collaboration for autonomous driving. Overall, we expect investment in the 
infrastructure and cloud side to accelerate, given the success of some pilot 
projects in 2020–2021. We expect to see more pilot projects released for 
autonomous driving and IoV technology development and tests in 2020. Hence, 
the leading players in the development of smart transportation on both the 
infrastructure and cloud sides will join forces to push through more pilot projects. 

Investment starting from the infrastructure and cloud sides will help reduce the 
price of vehicles with autonomous driving features and make these vehicles 
more affordable to the market. This is also in line with our view in our smart 
transportation report. Autonomous driving has three segments in its value chain: 
1) advanced driver-assistance systems (ADAS), including sensing, decision-
making and execution systems; 2) a communication and cloud network to 
provide vehicle connectivity among and between vehicles and the internal and 
external environment; and 3) after-sales data service. China will pursue nine key 
technology developments in these three key areas in association with either the 
vehicles or supporting infrastructure and the cloud (Fig 14). Investment in 
infrastructure and cloud applications will first see a major boost, as 1) it will help 
control the development cost of vehicles with autonomous driving features; and 
2) investment in infrastructure and cloud applications will be pushed by 
governments instead of end-users, which affect choices on the cost performance 
of vehicles.  

 

 

 

 

http://download.chinastock.com.hk/cgiresearch/2019/Nov/Smart%20Transportation_20191105_CGIHK.pdf
http://download.chinastock.com.hk/cgiresearch/2019/Nov/Smart%20Transportation_20191105_CGIHK.pdf
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Figure 14: Value chain and key technology development for autonomous driving 

 

SOURCES: CGIS RESEARCH 

 

 

On the infrastructure side, the MOT released a draft plan in 3Q19. Smart road 
development is aimed at road informatization, intelligentization and connectivity. 
The development is split into five stages, corresponding to the five stages of 
autonomous driving (Fig 15). The current stage involves developing smart road 
transportation to the L1 level. The plan suggested that more than 10 highway 
demonstration projects for L3 autonomous driving will be put in place by 2022. In 
the meantime, most of the roads in major city groups will reach L2 level. By 2025, 
smart road development will meet the plus L3 autonomous driving level, 
meaning most roads in major city groups and major roads across the country will 
meet the L3 autonomous driving level. Beyond 2025, there will be further 
development in road intelligentization to support more advanced autonomous 
driving technology and system development.  
 

Figure 15: Proposed smart road development plan for autonomous driving 

 

SOURCES: CGIS RESEARCH, CHINA HIGHWAY & TRANSPORATION SOCIETY 

 

 
The integration of three networks – the inter-vehicle network, the intra-vehicle 
network, and vehicular mobile internet – is critical to the realization of 
autonomous driving, by supporting real-time intelligent traffic management, 
intelligent dynamic information service, and more importantly, intelligent vehicle 
control. The V2X network, i.e. IoV, thus serves two purposes: 1) intra-vehicle 
communication, and 2) vehicle-to-vehicle, vehicle-to-infrastructure, vehicle-to-
network, and vehicle-to-people communication. China adopted LTE-V2X 
technology and will promote 4G LTE-V first by using the existing communication 
network. The LTE-V network will migrate to the 5G network with the commercial 
launch of the 5G network in 2020 in selected regions. For V2X development, 
upstream players will supply communication chips, midstream players (system 
integrators) and OEMs will provide OBU and RSU for use on the vehicle and 
infrastructure side, and downstream players will provide operation, testing, high-
precision map navigation and safety services. Transinfo has been selected as a 
system supplier for autonomous driving pilot projects in Beijing. Since the 
Company is capable of supplying infrastructure and vehicle-side V2X systems 
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and providing smart transportation and driving services to end-users, it should 
be a key beneficiary of the central government’s promotion of IoV development 
in China.  
 

Figure 16: Value chain for IoV (V2X)   

 

SOURCES: CGIS RESEARCH 
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Demand growth of the Chinese and global safety and 
public security markets to continue in 2020–2021F 

We are positive on demand growth for both the Chinese and global security and 
public safety markets. We expect the global public safety and security market to 
to grow at a CAGR of about 10% in 2019–2021F. The key growth drivers are 
increasing smart city initiatives, the growing trend of IoT in public safety, and 
rising fears among the public of increasing criminal activity and terrorist attacks 
caused by unstable regional politics. The Chinese security and public safety 
market has become the largest in the world, with about a 40% global market 
share in 2018. China will continue to be the main source of demand growth in 
the global security and public safety market. Despite its high base, we expect 
the Chinese security and public security market to grow at a similar pace as the 
global market.  

  

Figure 17: Global safety and public security market size  Figure 18: China's safety and public security market size 

 
  

SOURCES: CGIS RESEARCH, ZHIYAN CONSULTING SOURCES: CGIS RESEARCH, ZHIYAN CONSULTING 

  

 

China’s leading position in the global security and public safety market is 
inseparable from its push on Sharp Eyes projects. As a result, the video 
surveillance segment has grown in importance in the public safety and security 
market. With the launch of the 5G network, AI and big data analytics will be 
increasingly used in public safety and security. As China will lead the new era of 
5G, we expect it to continue to lead this new trend in public safety and security. 
Based on our discussions with industry experts, the global video surveillance 
market size should grow at a CAGR of about 13% in 2018–2023F. The China 
market currently accounts for about 50% of the global video surveillance market, 
which is expected to deliver a 15% CAGR in 2018–2021F. The fast-growing 
Chinese safety and public security market has enabled Chinese companies like 
Hikvision, Dahua and Uniview to become among the top four players in the 
global market. They will continue to enjoy technology and cost advantages from 
the domestic market and grow their market share in overseas markets. With a 
low base, we expect overseas markets to grow faster than the Chinese market. 
Emerging markets such as India, Russia and Saudi Arabia generate high 
revenue because of their continuous rapid development and governments' 
willingness to invest heavily in infrastructure projects to boost their countries’ 
economies. Among developed markets, the US, the UK and the EU are the 
highest revenue generators.  
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Figure 19: Global video surveillance market size (US$ bn)  Figure 20: China's video surveillance market size 

 
  

SOURCES: CGIS RESEARCH, MARKETSANDMARKETS SOURCES: CGIS RESEARCH, IDC 
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Earnings growth of no less than 20% p.a. deliverable 
in 2020–2021F 

Transinfo reported that total revenue in 9M19 grew 26.3% yoy vs. 24.7% yoy in 
1H19. We expect this growth momentum to continue, so we forecast overall 
26.7% yoy revenue growth for Transinfo in 2019F. The Company guided 
earnings growth of about 20% p.a. in 2020–2021F, led by rising smart 
transportation and intelligent security investment from both central and local 
governments. With the increase in project size and complexity, we expect 
Transinfo to gain market share and enjoy faster business growth than the 
industry average. The NDRC recently released a new guideline that China is 
expected to achieve mass production of vehicles with L3 autonomous driving 
capability by 2025. We therefore expect to see a revenue increment in V2X-
related business starting in 2021 and expect its revenue to grow 25.2% and 
28.6% yoy in 2020F and 2021F, respectively.  

The COVID-19 outbreak will have a negative impact on its revenue booking and 
possibly new contract wins in 1Q20. But for full-year revenue and new contract 
wins, we think the growth outlook should remain intact. First of all, the central 
government will have to rely on investment in infrastructure, especially new 
infrastructure, like 5G and IoT, to ensure steady economic growth and 
employment. Secondly, the investment budget for new projects in 2020 has 
largely been set in place. Once the virus outbreak eases, its technicians can 
travel to its customers and finish its product acceptance procedure, and the 
usual project bidding process will also resume. For the individual revenue 
segment, the intelligent security business will grow faster than the smart 
transportation business. In 2019, the MOT’s main target was to popularize the 
use of ETC, so ETC installation on vehicles reached 80% by the end of 2019. 
The remaining 20% will be accomplished in 2020. In 2020, the MOT intends to 
shift its focus to integrate the video surveillance systems used on highways and 
city roads into one system. In addition, we expect Uniview to expand its 
overseas business in 2020–2021F.  
 

Figure 21: Key revenue segment forecast 

 

SOURCES: CGIS RESEARCH, COMPANY DATA 

 

 

Since Transinfo serves mainly corporate and government clients with sizable 
projects, we expect its gross profit margin to remain stable, within the range of 
31%–32% in 2019–2021F. We think it will still take time to achieve scalability to 
further boost its gross profit margin. We forecast that its SG&A will remain 22% 
of total revenue in 2019–2021F. We think the Company will have to keep 
investing in R&D to retain its leadership in the industry. Overall, we expect its net 
profit margin to remain stable. We expect its earnings to grow at a CAGR of 26.5% 
in 2019–2021F.  

Rmb m 2014 2015 2016 2017 2018 2019F 2020F 2021F

Smart transportation 1,299 1,483 2,052 2,926 3,493 4,314 5,177 6,523

Intelligent security 0 0 0 2,401 3,696 4,804 6,246 8,182

Other applications 0 0 0 31 62 69 75 83

Other business 61 60 292 0 0 0 0 0

Total revenue 1,361 1,542 2,345 5,357 7,251 9,187 11,498 14,788

% YoY

Smart transportation na 14.1% 38.4% 42.5% 19.4% 23.5% 20.0% 26.0%

Intelligent security na na na na 53.9% 30.0% 30.0% 31.0%

Other applications na na na na 103.9% 10.0% 10.0% 10.0%

Other business na -2.5% 389.6% -100.0% na 0.0% 0.0% 0.0%

Total revenue na 13.3% 52.0% 128.5% 35.4% 26.7% 25.2% 28.6%

% of total

Smart transportation 95% 96% 88% 55% 48% 47% 45% 44%

Intelligent security 0% 0% 0% 45% 51% 52% 54% 55%

Other applications 0% 0% 0% 1% 1% 1% 1% 1%

Other business 5% 4% 12% 0% 0% 0% 0% 0%

Total revenue 100% 100% 100% 100% 100% 100% 100% 100%
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Based on its historical pattern, we expect its operating cash flow in 4Q19 to turn 
the whole year positive, as most receivables collection is in 4Q. We don’t expect 
a significant annual increment in CAPEX for Transinfo in 2020–2021F, so 
together with steady growth profitability, free cash flow should turn positive and 
gradually grow in 2020–2021F, without any major acquisitions. We expect ROE 
to grow steadily in 2019–2021F, led mainly by accelerating asset turnover.  

The Company announced on 4 March that it will issue no more than 447.2m new 
shares (no more than 30% of its existing share capital) to a few selected 
investors. The Company aims to raise funds of no more than Rmb1.9bn to 
support its R&D for next generation smart transportation solutions and system 
products. If we use the average price in the past 12 months, the new share 
issuance will not exceed 6% of the number of existing shares. The Company 
also guided that EPS dilution in 2020F should not exceed 6%.  
 

Figure 22: Key ratios 

 

SOURCES: CGIS RESEARCH, COMPANY DATA 

 

 

 

 

 

 

 

 

  

Rmb(m) 2016 2017 2018 2019F 2020F 2021F

Gearing

Net debt/(Net Cash) Net cash Net cash Net cash Net cash Net cash Net cash

Net debt/equity Net Cash Net Cash Net Cash Net Cash Net Cash Net Cash

Total debt 425 450 504 561 630 721

Efficiency

AR days (bill receivables) 1 23 13 13 13 13

AR days (trade receivables) 134 101 124 114 118 120

AP days (trade payables) 181 149 168 168 160 160

Inventory turnover days 252 174 162 162 164 164

Cash conversion days 206 150 131 121 135 137

Profitability

Gross margin 30.6% 34.5% 32.9% 31.6% 31.7% 31.8%

EBITDA margin 21.4% 18.9% 15.7% 14.7% 14.3% 14.0%

EBIT margin 20.3% 16.6% 13.3% 12.4% 12.4% 12.4%

Net profit margin 14.3% 8.7% 10.5% 10.8% 10.7% 10.8%

Dupont analysis

Net profit margin 14.3% 8.7% 10.5% 10.8% 10.7% 10.8%

Total asset turnover 0.4 0.4 0.5 0.6 0.7 0.7

Leverage 1.9 2.4 1.7 1.8 1.7 1.8

ROE 10.3% 9.5% 9.6% 11.3% 12.4% 14.0%

ROA 7.8% 7.5% 7.1% 7.2% 8.4% 8.9%

SG&A / Sales % 12.6% 21.3% 22.4% 22.0% 22.0% 22.0%

Effective tax rates 12.1% 10.7% 7.1% 7.1% 7.1% 7.1%

Total receivables/Sales 37.0% 34.2% 37.4% 39.9% 39.7% 41.8%

Total receivabels/total assets 14.2% 15.4% 20.0% 23.2% 27.0% 30.0%

Current receivables/current assets 16.7% 25.7% 33.0% 35.4% 40.0% 41.1%

Total payables/COGS 51.0% 42.4% 46.9% 55.5% 43.3% 53.9%

Inventory/COGS 69.0% 47.8% 44.4% 54.4% 46.3% 53.8%

Free cash flow 894 -3,790 210 -32 36 284
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Gaining traction as a potential leader in smart 
transportation and IoV; initiate with BUY 

We initiate coverage on Transinfo with a BUY rating. We think the Company’s 
technical leadership in smart transportation and intelligent security should help it  
gain market share from industry consolidation. The Company should be a key 
beneficiary of rising smart transportation and intelligent security investment by 
both the central and local governments. The Company released a profit alert on 
28 February suggesting that its earnings will grow 31.6% yoy in 2019. As the 
central government will make infrastructure FAI a key measures to prevent a 
huge decline in economic growth from the COVID-19 outbreak, we expect 
infrastructure FAI to at least remain stable in 2020, with new infrastructure the 
main growth engine. We expect V2X development for autonomous driving 
pushed by the central government to take off only in 2021F. Overall, we expect 
its earnings to grow at a CAGR of 26.5% in 2016–2021F. Our earnings forecast 
for the Company in 2019–2020F is in line with consensus estimates. Our 
earnings forecast for the Company in 2021F is above consensus estimates, as 
we factor in the revenue growth contribution from V2X development. 
 

Figure 23: Transinfo earnings forecast: CGIS vs. consensus 

 

SOURCES: CGIS RESEARCH, BLOOMBERG 

 

 

Our TP is based on a target P/E multiple of 40x, implying 1.7x 2020F and 1.4x 
2021F PEG. Historically, Transinfo has traded at an average forward P/E of 
30.6x. Currently, the stock trades at 29.7x 2020F P/E. Transinfo’s share price 
has risen 118.9% since the beginning of 2019, led by 1) Alibaba becoming its 
second-largest shareholder in 1H19, and 2) rising market attention to smart 
transportation and IoV. Northbound fund flow currently represents about 2% of 
its shares vs. only 0.1–0.2% last year. We think Transinfo’s share price re-rating 
will continue for the following two reasons:  

1) New infrastructure and smart transportation will remain a market focus, 
since the central government is expected to push infrastructure FAI to 
ensure economic growth. But infrastructure FAI growth will come mainly 
from new infrastructure investment, i.e. the digitalization of the transportation 
network by integrating 5G with AI and big data analytics. Smart 
transportation will therefore gain market traction, given its higher growth 
visibility.  

2) Transinfo’s technical leadership in smart road transportation should help it 
secure faster growth opportunities than its peers, given the rising complexity 
of road informatization and intelligentization projects. Moreover, we think its 
secure leadership in smart road transportation should help it secure a better 
position in the IoV value chain for earnings growth beyond 2021. Alibaba 
came on board in 1H19, becoming the Transinfo's second-largest 
shareholder. This has enhanced market confidence in Transinfo’s potential 
to become leader in the smart transportation and IoV markets. Given the 
different business profile compared with a few years ago, we don’t think the 
Company’s historical valuation is a good reference. 

2019F (Rmb m, Rmb) Sales EBIT EBITDA Net profit EPS Adj EPS GAAP

CGIS 9,187 1,144 1,351 995 0.67 0.67

Consensus 9,066 929 1,048 957 0.65 0.65

Diff%

CGIS vs. consensus 1.3% 23.1% 28.9% 4.0% 3.3% 3.3%

2020F  (Rmb m, Rmb) Sales EBIT EBITDA Net profit EPS Adj EPS GAAP

CGIS 11,498 1,424 1,647 1,230 0.83 0.83

Consensus 11,240 1,142 1,317 1,187 0.82 0.82

Diff%

CGIS vs. consensus 2.3% 24.7% 25.0% 3.6% 0.4% 0.4%

2021F (Rmb m, Rmb) Sales EBIT EBITDA Net profit EPS Adj EPS GAAP

CGIS 14,788 1,835 2,069 1,593 1.07 1.07

Consensus 13,707 1,379 1,587 1,450 0.99 0.99

Diff%

CGIS vs. consensus 7.9% 33.1% 30.4% 9.9% 7.8% 7.8%
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Figure 24: Transinfo's share price performance from 2019  Figure 25: Transinfo's 12-mth forward P/E band 

   

SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG 

  

 

Figure 26: Changes in northbound fund flow position in Transinfo  

 

SOURCES: CGIS RESEARCH, WIND 

 

Regarding Transinfo's A-share peers (Fig 27), although the earnings growth of 
Beijing E-Hualu looks faster, it is in a different business and segment from 
Transinfo. And only about half of Hikvision's business shares similarities with 
Transinfo's. In addition, we expect Transinfo to enjoy higher business growth 
potential than Hikvision in the long run from smart transportation. Intelligent 
security will not be a stand-alone market. It will increasingly grow along with 
smart city and smart transportation projects. Therefore, Transinfo will gain more 
market share in intelligent security and deserves a higher valuation. 
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Figure 27: Peer comparison 

 

SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG, Note: based on closing prices on 11 March 2020 

 

 

Key risks 

Macro risks 
Transinfo's clients are mainly large corporations and governments. Therefore, its 
business growth is highly correlated with government and corporate spending, 
especially government budgets on infrastructure and public administration. The 
central government aims to raise China’s competitiveness in infrastructure. With 
the introduction of the 5G network, the increasing use of AI, big data and IoT 
technologies should further boost the development of smart transportation 
applications for highways, city roads, railway transportation, etc. Since 
investment spending comes from both the central and local governments, 
economic growth conditions determine how much of the investment budgets are 
allocated to the development of smart transportation. With funding constraints, 
local governments will have difficulty investing in smart transportation even if 
they want to do so.  
 
R&D risks 
Transinfo specializes in the R&D of smart transportation and intelligent security 
systems. These two areas are in early stage of development with still low 
penetration in China. With the launch of the 5G network, more advanced 
technologies such as AI, big data, IoT will be applied for more efficient 
transportation systems. Transinfo needs to put continuous efforts into R&D for 
both existing technologies and emerging technologies. Hence, keeping talented 
people is a key for the Company to maintain its competitiveness and keeping up 
with constantly emerging new technologies and applications.  
 
M&A risk 
In addition to its internal R&D, Transinfo has acquired companies to benefit from 
their advanced technology, talent and sales channels. These acquisitions were 
usually paid with premiums, so related goodwill was booked on the Company’s 
balance sheet. If these acquisitions cannot deliver the required results, 
impairment of booked goodwill will be recognized, which would dilute Transinfo’s 
earnings. Hence, business restructuring and integration with the acquired 
company on board is crucial for the Company’s earnings.  
 
Overseas expansion risk 
Transinfo’s intelligent security business through Uniview has enjoyed growth 
opportunities in both domestic and overseas markets. Univew is the third-largest 
player in China’s CCTV and video surveillance market in terms of market share 
In 2018, it became the fourth largest player in the global video surveillance 
market. Uniview’s products are sold in 145 countries. With rising geopolitical 
tensions, the Company’s business in countries like Iran and Russia might be 
negatively impacted.   

 

 

Ticker Mkt cap Price EPS growth PEG P/B ROE

US$ m (lc) 2018 2019F 2020F 2018 2019F 2020F 2020F 2018 2019F 2020F 2018 2019F 2020F 2018 2019F 2020F

Smart transportation-road and highway segment

Transinfo 002373 CH 5,269       24.56 45.5 36.7 29.7 38.5% 24.0% 23.6% 1.3 4.6 4.1 3.7 0.2% 0.3% 0.4% 10.1% 11.3% 12.4%

Beijing E-Hualu 300212 CH 3,771       48.39 79.0 58.1 33.8 62.0% 36.1% 72.0% 0.5 8.5 7.6 6.6 0.3% 0.5% 0.8% 10.8% 13.1% 19.5%

Shanghai Genvict Tech 002869 CH 1,352       78.00 na 10.5 10.0 -78.8% 4011.1% 5.3% 1.9 9.1 6.1 4.5 0.1% 3.9% 4.2% 2.1% 57.7% 45.0%

Beijing Wanji Tech 300552 CH 1,458       92.18 na 16.0 13.6 -83.1% 9500.0% 17.6% 0.8 13.0 7.5 5.1 0.0% 1.2% 1.4% 0.8% 46.8% 37.2%

Smart transportation-railway and urban transit segment

CRSC 688009 CH 9,834        7.17 18.4 17.3 16.5 3.6% 6.0% 5.4% 3.1 2.2 1.8 1.7 2.8% 2.3% 2.4% 11.9% 10.5% 10.3%

CRCC Times 3898 HK 3,935       26.00 10.5 10.3 9.2 3.5% 2.0% 12.2% 0.8 1.4 1.2 1.1 1.9% 2.0% 2.2% 13.2% 12.1% 12.3%

PCI-Suntek 600728 CH 2,505       10.42 63.7 27.1 38.9 22.6% 135.5% -30.4% na 4.6 4.0 3.5 0.5% 0.0% 0.0% 7.3% 14.7% 9.1%

Henan Thinkers 603508 CH 1,672       59.68 51.0 14.5 29.4 42.7% 251.3% -50.6% na 3.6 na na 0.6% na na 7.0% na na

China High Speed Railway Tech 000008 CH 1,444        3.61 31.1 22.6 17.2 -62.7% 37.9% 31.3% 0.6 1.4 1.3 1.3 0.3% 0.6% 0.6% 4.5% 5.9% 7.3%

Traffic Control Tech 688015 CH 1,099       47.76 86.8 67.7 31.5 48.6% 28.2% 114.9% 0.3 14.4 12.0 9.8 0.2% 0.4% 0.7% 16.5% 17.7% 31.0%

UniTTEC 000925 CH 728        9.21 184.2 35.4 26.3 -59.4% 420.0% 34.6% 0.8 2.2 na na 0.0% na na 1.2% na na

IoV(V2X) sector

Navinfo 002405 CH 5,204       18.44 62.2 100.2 73.8 103.5% -37.9% 35.9% 2.1 3.6 4.6 4.1 0.1% 0.2% 0.3% 5.9% 4.6% 5.5%

Desay SV 002920 CH 3,205       40.50 53.3 85.6 55.0 -44.5% -37.8% 55.8% 1.0 5.6 5.4 5.0 0.5% 0.3% 0.5% 10.5% 6.3% 9.1%

Gosuncn 300098 CH 1,967        7.75 25.0 na 29.8 22.4% -146.8% -279.3% na 2.4 3.1 3.1 0.3% 0.1% 0.0% 9.8% -5.8% 10.2%

Hikvision 002415 CH 45,525       33.86 27.3 25.0 20.8 20.4% 9.4% 20.0% 1.0 8.3 6.9 5.7 1.8% 1.9% 2.3% 30.4% 27.6% 27.2%

Dahua 002236 CH 8,275       19.12 22.0 18.6 15.1 6.1% 18.4% 23.1% 0.7 4.4 3.7 3.0 0.5% 0.7% 0.9% 20.0% 19.9% 20.2%

Safety and public security system sector

P/E Dividend yield
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Appendix 

Company profile 

Transinfo was founded in 2000 and was listed on the Shenzhen Stock Exchange 
through a backdoor listing in 2010. Since its founding, Transinfo has focused on 
the R&D and sales of smart transportation products and systems for use on 
highways, city roads and rail transportation, and in civil aviation systems. With its 
subsidiary, Hangzhou Jiaozhi Technology, the Company has developed the 
capability to provide advanced intelligent security systems integrating both front-
end videos and back-end AI platforms for applications in public transportation, 
smart cities, and other areas. The Company’s two major business segments, 
sales of smart transportation and intelligent security products and system 
solutions, generated 48% and 51% of its total revenue in 2018, respectively. The 
Company also focuses on the R&D of intelligent and connected vehicles, 
particularly on autonomous driving and v-2-x connectivity, which is still in the 
early stage of development, so it has made a limited revenue contribution. 
Transinfo’s revenue came mainly from the domestic market, while the overseas 
market represented only 12% of its total revenue in 2018. Seeing its leading 
position in smart transportation, Alibaba became its second-largest shareholder 
in 1H19, taking a 15.0% equity stake in the Company.  

 

Figure 28: Key events  

 

SOURCES: CGIS RESEARCH, COMPANY DATA 

 
 

 

SWOT analysis 
 

Figure 29: SWOT analysis for Transinfo  

 

SOURCES: CGIS RESEARCH 

 
 

 

 

  

Year Event

2000 Founded in Beijing

2014 Signed the strategic cooperation agreement with Huawei 

2015-2016 Acquired 70% stakes in Guanhua Tianshi Digital Technology in 2015 and acquired the remaining 30% in 2016

2015 Acquired 55% stakes in Hangzhou Hopechart IoT Technology

2016 Additional capital investment of Rmb180m in Zhangcheng Science&Technology

2016 Acquired 51% stakes in Guangzhou Puleshi

2017 Acquisition of Unisits Technology, which holds 51.0% stakes in Gansu Unisits

2018 Acquired Hangzhou Jiaozhi, which holds 100% stakes in Uniview

2018 Signed a strategic cooperation agreement with Baidu

2019 Alibaba became the 2nd largest shareholder of Transinfo by taking 15.0% interests

2019 Hangzhou Hopechart IoT listed on STAR SSE Market in Nov 2019, in which Transinfo's held shares had been reduced to 19%
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Key shareholder structure 
 

Figure 30: Transinfo’s key shareholder structure as at the end of 9M19 

 

SOURCES: CGIS RESEARCH, COMPANY DATA 

 

 

 

Management profile 

Mr. Xia Shudong, aged 50, is the founder of Transinfo and has been Chairman 
of the Board of Directors of and the General Manager of the Company since July 
2014. He received his PhD from Peking University with major in geography and 
geographic information systems. In May 2008, he became the Chairman of 
Board of Directors and CEO of Beijing Transinfo Technology Group, its 100%-
own subsidiary.   
 
Mr. Xia Shufeng, aged 42, is the CFO of Transinfo. He received his PhD from 
the Institute of Fiscal Science under the Ministry of Finance. He is a CPA. He 
was the CFO of Beijing PKU Chinafront High Technology between May 2003 
and May 2008. He became the CFO of Transinfo in May 2008.  
 
Mr. Zhang Xingming, aged 49, is the Board Secretary of Transinfo. He received 
his Master's degree from Tsinghua University. He became Director, Board 
Secretary and Vice President of Transinfo Technology in September 2017. 
Zhang once served as Deputy General Manager of Guotai Junan Securities 
Investment Bank Head Office; Board Secretary of Beijing HollySys Co., Ltd. and 
Beijing Bit Technology Co., Ltd.; and Executive Director of Aetna Capital Inc’s 
China Office. 
 
Mr. Zhang Pengguo, aged 51, is the Director and Vice-General Manager of 
Transinfo. He earned his Bachelor's degree from Beijing University of 
Aeronautics and Astronautics with major in computer science and engineering. 
He received his MBA from the Hong Kong Polytechnic University. He founded 
Zhejiang Yushi Technology in 2011 and was the CEO of Zhejiang Yushi. Before 
Zhejiang Yushi, he worked in the Aeronautical Computing Technique Research 
Institute  (Institute631) and Huawei. In October 2016, he became the Director 
and General Manager of Hangzhou Jiaozhi Technology. He became the Vice-
General Manager of Transinfo in September 2018. 
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BY THE NUMBERS 
 
 

 

  

  

 

 

  

 

 

 
SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG  
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Profit & Loss 

(Rmbm) Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

Total Net Revenues 5,357 7,251 9,187 11,498 14,788

Gross Profit 1,846 2,384 2,907 3,645 4,702

Operating EBITDA 1,014 1,140 1,351 1,647 2,069

Depreciation And Amortisation (122) (172) (207) (222) (234)

Operating EBIT 892 968 1,144 1,424 1,835

Financial Income/(Expense) (23) (8) 1 (1) (3)

Pretax Income/(Loss) from Assoc. 0 0 0 0 0

Non-Operating Income/(Expense) 14 (3) (20) (24) (20)

Profit Before Tax (pre-EI) 883 957 1,125 1,399 1,812

Exceptional Items

Pre-tax Profit 883 957 1,125 1,399 1,812

Taxation (94) (68) (80) (99) (129)

Exceptional Income - post-tax

Profit After Tax 788 889 1,045 1,300 1,684

Minority Interests (323) (127) (50) (70) (91)

Preferred Dividends

FX Gain/(Loss) - post tax

Other Adjustments - post-tax

Net Profit 466 763 995 1,230 1,593

Recurring Net Profit 466 763 995 1,230 1,593

Fully Diluted Recurring Net Profit 466 763 995 1,230 1,593

Cash Flow 

(Rmbm) Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

EBITDA 1,014 1,140 1,351 1,647 2,069

Cash Flow from Invt. & Assoc.

Change In Working Capital (75) (953) (1,005) (1,211) (1,355)

(Incr)/Decr in Total Provisions

Other Non-Cash (Income)/Expense

Other Operating Cashflow (28) 81 0 0 0

Net Interest (Paid)/Received (23) (8) 1 (1) (3)

Tax Paid (94) (68) (80) (99) (129)

Cashflow From Operations 794 191 267 335 583

Capex (376) (472) (300) (300) (300)

Disposals Of FAs/subsidiaries 6,052 4,738 0 0 0

Acq. Of Subsidiaries/investments (10,288) (4,280) 0 0 0

Other Investing Cashflow 28 33 0 0 0

Cash Flow From Investing (4,584) 19 (300) (300) (300)

Debt Raised/(repaid) 30 51 56 70 90

Proceeds From Issue Of Shares 1,000 117 0 0 0

Shares Repurchased

Dividends Paid (74) (89) (107) (132) (171)

Preferred Dividends

Other Financing Cashflow 2,458 (51) 0 0 0

Cash Flow From Financing 3,414 29 (50) (62) (81)

Total Cash Generated (376) 239 (83) (26) 203

Free Cashflow To Equity (3,761) 261 24 106 374

Free Cashflow To Firm (3,767) 218 (32) 37 286
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BY THE NUMBERS… cont’d 
 
 

 

 

  

 

 

 
SOURCES: CGIS RESEARCH, COMPANY DATA, BLOOMBERG  

 
 

Balance Sheet 

(Rmbm) Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

Total Cash And Equivalents 2,062 2,279 2,197 2,170 2,373

Total Debtors 2,177 3,155 4,104 5,011 6,621

Inventories 1,679 2,163 3,418 3,640 5,424

Total Other Current Assets 1,216 616 616 616 616

Total Current Assets 7,133 8,213 10,334 11,437 15,034

Fixed Assets 298 457 577 677 762

Total Investments 274 416 396 372 352

Intangible Assets 4,066 4,204 4,177 4,153 4,134

Total Other Non-Current Assets 140 311 311 311 311

Total Non-current Assets 4,778 5,388 5,461 5,514 5,559

Short-term Debt 348 402 447 503 575

Current Portion of Long-Term Debt

Total Creditors 3,118 4,110 5,309 5,227 7,266

Other Current Liabilities 266 261 261 261 261

Total Current Liabilities 3,732 4,773 6,017 5,990 8,101

Total Long-term Debt 102 102 114 128 146

Hybrid Debt - Debt Component

Total Other Non-Current Liabilities 219 204 204 204 204

Total Non-current Liabilities 321 306 317 331 350

Total Provisions 18 23 23 23 23

Total Liabilities 4,071 5,101 6,357 6,344 8,474

Shareholders' Equity 4,888 7,947 8,835 9,933 11,355

Minority Interests 2,952 553 603 673 764

Total Equity 7,840 8,500 9,439 10,607 12,120

Key Ratios

Dec-17A Dec-18A Dec-19F Dec-20F Dec-21F

Revenue Growth 128% 35% 27% 25% 29%

Operating EBITDA Growth 102% 12% 19% 22% 26%

Operating EBITDA Margin 18.9% 15.7% 14.7% 14.3% 14.0%

Net Cash Per Share (Rmb) 1.46 1.19 1.10 1.04 1.11

BVPS (Rmb) 4.43 5.35 5.94 6.68 7.64

Gross Interest Cover 46.99 29.96 35.80 43.48 54.33

Effective Tax Rate 10.7% 7.1% 7.1% 7.1% 7.1%

Net Dividend Payout Ratio 12.6% 10.7% 10.7% 10.7% 10.7%

Accounts Receivables Days 91.9 114.4 126.7 131.0 132.7

Inventory Days 145.6 144.0 162.2 164.4 164.0

Accounts Payables Days 120.6 141.5 167.6 160.4 160.0

ROIC (%) 46.3% 13.3% 14.9% 15.9% 17.5%

ROCE (%) 15.1% 11.6% 12.2% 13.5% 15.4%

Return On Average Assets 8.97% 7.03% 7.10% 7.95% 8.98%
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Disclaimer 

This research report is not directed at, or intended for distribution to or used by, any person or entity who is a citizen or resident of or located in any jurisdiction 
where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China Galaxy International Securities 
(Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing requirement within such jurisdiction. 

This report (including any information attached) is issued by Galaxy International Securities, one of the subsidiaries of the China Galaxy International Financial 
Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly or implied) is made as 
to their accuracy, correctness and/or completeness.  

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past performance should 
not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. The 
recipient of this report should understand and comprehend the investment objectives and its related risks, and where necessary consult their own independent 
financial advisers prior to any investment decision. 

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this report, such 
views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings Limited, its subsidiaries and 
associate companies (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).  

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy International and/or 
the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report and its attachment/s and/or 
any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.  

Disclosure of Interests 
China Galaxy Securities Co., Ltd. (6881.HK; 601881.CH) is the direct and/or indirect holding company of the group of companies under China Galaxy International 
Financial Holdings Limited. China Galaxy International may have financial interests in relation to the subjected company(ies)’ securities in respect of which are 
reviewed in this report, and such interests aggregate to an amount may equal to or less than 1% of the subjected company(ies)’ market capitalization unless specified 
otherwise. 

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) mentioned in this 
report.  

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transactions with the 
securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a position or holding, or other 
material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  

Galaxy International Securities may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, 
any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or investment services in relation 
to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this report.  

Furthermore, Galaxy International Securities may have received compensation for investment banking services from the company(ies) mentioned in this report within 
the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies). 

China Galaxy International has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the 
production of research reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment banking 
function of Galaxy International Securities and procedures are in place to ensure that confidential information held by either the research or investment banking 
function is handled appropriately. 

Analyst Certification  
The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered in this report: 
(1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or her compensation was, is, or 
will be, directly or indirectly, related to the specific views expressed by the analyst in this report.  

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures 
Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will deal in 
or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as an officer of any of the Hong Kong-listed 
companies covered in this report; and (4) have any financial interests in the Hong Kong-listed companies covered in this report.  

We are transferring the rating mechanism from “BUY, SELL, HOLD” to “ADD, REDUCE, HOLD”. Please refer to the definitions below. 

Explanation on Equity Ratings 
ADD : The stock’s total return is expected to exceed 10% over the next 12 months. 

REDUCE : The stock’s total return is expected to fall below 0% or more over the next 12 months. 

HOLD : The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

Copyright Reserved 
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China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459  

20/F, Wing On Centre, 111 Connaught Road Central, Sheung Wan, Hong Kong. General line: 3698-6888. 

 
 

 
       
       
       

 

 
Insert   Insert   


