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E37.13 - BUY

Financials
Year to 31 Dec 09A 10CL 11CL 12CL 13CL
Revenue (Em) 59 88 128 206 279
Net profit (Em) 31 46 59 82 102
CL/consensus (3) (EPS%) - 85 76 90 -
Reported EPS (cents) 144.6 203.7 265.3 416.9 555.0
PE (x) 25.7 18.2 14.0 8.9 6.7
Adj EPS growth (% YoY) 2.6 35.1 28.9 38.4 25.3
Dividend yield (%) 0.8 0.8 1.0 1.3 1.6
FCF yield (%) (3.3) (5.0) (7.9) 2.0 8.0
PB (x) 4.9 3.6 2.6 1.9 1.4
ROE (%) 17.3 18.5 18.3 20.8 21.1
Net debt/equity (%) (14.5) (11.5) 2.9 1.1 (6.3)
Source: CLSA Asia-Pacific Markets
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Bambuseae
Bamboo is being viewed as a versatile and modern alternative to wood,
with its uses ranging from food to paper, construction to clothes. We 
initiate on the worlds largest listed play on the theme with a BUY rating 
and target price of Euro 55 p.s. Asian Bamboo is growing and processing 
bamboo in China. We forecast a doubling of its cultivation area over 4 
years, with 30% eps growth into 2011. Valuations are not demanding 
with the stock trading on 7.5 x reported and 8.9x 2012CL adjusted eps 

Bamboo as a 21st century wonder crop
Bamboo is a clear contender for the world's most sustainable crop Yielding 3x 
more fibre than conventional trees on a per hectare basis, it regenerates after 
being cut (like a grass), growing from a shoot to a 20 meter tall tree in 3 
months, it absorbs water many times faster than most crops. It can be eaten, 
used in construction, made into furniture, flooring or processed into fibre and 
made into clothes and paper. Recent high prices for cotton will be help drive 
an upswing in demand for bamboo fibre.

Lower land rental than other agri plays
One key driver of earnings growth is access to low cost land. Asian Bamboo 
lease land in Fujian for less than Rmb 200 per mu p.a. v’s other listed agri 
plays in Fujian at Rmb 500 per mu p.a. The company has delivered significant 
increases in land under cultivation growing from 10K hectares in 2007 to over 
45K hectares by the end of 2010CL. We forecast plantation size to be 100k 
hectares by the end of 2015CL.

Ignore the non cash gains on the P&L 
We adjust our eps numbers lower than published by striping out gains on 
biological assets and non cash finance income.. This makes us lower than 
consensus eps forecasts but we believe management will shift to reporting 
that excludes this ,with the move to a new auditor. Historical non cash finance 
income was meant to reflect the benefit of paying 20 year leases in advance.

Undemanding valuation
Given relatively stable ASP’s for the trees and related products we believe a
DCF valuation is possible. Applying a 2% terminal growth derives a target 
price of Euro 55 p.s, implying 15 x 2012CL.  As a check to our valuation we 
look at the PER. On an adjusted eps basis the stock is currently trading on 
8.9x 2012CL v’s peers such as Asian Citrus on 14x. This suggests our Euro 55 
p.s target is undemanding. BUY for 47% upside plus 2% dividend yield
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Bambuseae
Bamboo is one of the worlds fastest growing plants. More related to the grass 
family than trees which can take decades to grow to maturity, bamboo is 
ready to harvest within 4 to 5 years, in some cases growing more than 40 cm 
per day.

The crop is a high-yield renewable natural resource: ply bamboo is now being 
used for wall panelling, floor tiles; bamboo pulp for paper making, briquettes 
for fuel, raw material for housing construction, and rebar for reinforced 
concrete beams. Bamboo shoots provide nutrition for million of people 
worldwide.

Bamboo fibre and starchy pulp are made from bamboo that grows widely 
throughout Asian countries. Starchy pulp is a refined product of bamboo 
stems and leaves through a process of hydrolysis-alkalization and multi-phase 
bleaching. Chemical fibre factories then process it into bamboo fibre, that can 
then be turned into paper, fabrics and a whole range of other products. 

Asian Bamboo 
Listed in November 2007 Asian Bamboo is a grower of Bamboo in China. 
Beginning life in 1992 with a focus on Fujian where the crop grows wild the 
company has expanded with its IPO proceeds and 2 subsequent equity 
raisings to have over 47,000 hectares of land under cultivation by the end of 
2010. Management are guiding for continued growth in land under cultivation 
with estimates of more than 90,000 hectares by 2014/15CL.

We believe that the company is well positioned to leverage increasing demand 
for bamboo for human consumption, construction, furniture and paper / fabric 
etc.

Business Model 
The core business model of the company is to lease land on a long term basis 
from local farmers then rehire those local farmers to work on the plantations. 
We understand that this land is usually marginal hillside land that is really 
only suitable to grow bamboo. The bamboo is grown into mature trees 

Figure 1

Asian Bamboo – Per hectare cash P&L (euro) 

trees 1,015
fresh winter shoots 446
fresh spring shoots 535
canned shoots 583
other * 58
Revenue 2,637
Rental 291
Harvesting 473
Reclamation 205
Processing 256
Gross Profit 1,412
Gross profit % 54%
Source: CLSA Asia-Pacific Markets based on 2009 economics * other includes bamboo for construction, 
flooring, paper, plywood, clothing etc

Key outputs include trees (long bamboo canes) and bamboo shoots for 
consumption, either fresh of processes (tinned).

Fast growing versatile 
crop 

From food to construction 
to furniture 

As a fibre then made into 
paper or clothes 

Listed in Frankfurt in late 
2007

Profitable crop 
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Figure 2 Figure 3

Bamboo clumps and shoot Bamboo as scaffolding in Hong Kong 

Source: Wikimedia Common

Funding through IPO and two subsequent equity raisings have allowed Asian 
Bamboo to expand its land under cultivation.

Figure 4

Total Plantation land area (hectares) 
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German listing - a legacy of its origins 
The company listed on the Frankfurt exchange in November 2007. We believe 
that the key reason for this move was likely as a result of the fact that Sal 
Oppenheim were their primary advisors. At the time the company CFO 
highlighted that the company believed it would be able to raise more money 
in Europe than in Hong Kong or China. We believe that there are opportunities 
for the company to shift its listing to an Asian exchange, however this would 
bring additional one off costs. 

Land under crop is 
increasing fast 

Sal Oppenheim were their 
primary advisors – likely 
reason why they listed in 

Frankfurt 
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Figure 5 Figure 6

2008 geographic split of revenue 2009 geographic split of revenue
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Source: CLSA Asia-Pacific Markets, company reports 

Fresh bamboo shoots are predominantly sold locally in China mostly in the 
province of production or neighbouring provinces. Exports are mainly 
processed (canned shoots) to Japan.

Figure 7

Revenue break up (Euro 000) 
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Source: CLSA Asia-Pacific Markets, company reports 

A history of raising cash
With growth dependant upon leasing new land for cultivation the company 
has embarked on a number of cash raisings. While both post IPO raisings 
were well supported by existing shareholders perhaps of most interest is the 
reducing % owned by the Chairman. Following the most recent new equity / 
private placement the Chairman’ ownership was diluted from 48.7% to 37.7% 

China growth is faster 
than exports 

Chairman’s stake 
declining 
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Figure 8

Previous cash raising events 

Event Date Shares 

Price 
(Euro 
p.s.) 

Proceeds 
(Euro 

mil) 
IPO Nov-07 4.75 mil shares 17 80.75
New Equity / Private placement Oct-09 1.275 mil shares 20 25.6
New Equity / Private placement Jun-10 2.40 mil shares (1.4 mil new) 31 43.4

149.75
Source: CLSA Asia-Pacific Markets, Bloomberg, in the 2009 and 2010 events the Chairman sold 308,750 
and 1,000,000 shares respectively reducing his share to 37.7% 

Leasing costs lower than other farming companies in Fujian
Land is leased on a long term basis in the region of Rmb 50,000 to 55,000 
per hectare. This charge covers a 20 year lease and is paid up front to the 
incumbent farmer. To compare this lease cost we look at China Green 
Holdings (904 HK – SELL ) where they lease agricultural land at almost 3x the
cost but are only prepaying 5 years on a 20 year lease

Figure 9

Comparing Chinese growers 

China Green Chaoda Modern Asian Bamboo
Ticker 904 HK - SELL 682 HK - NR 5AB GR - BUY
Market Cap (USD mil) 920 3078 924
2011 PER (x) 9 3.7 11
Production area for crops 
(mu) 92,700 609,375* 600,000
Crop production (mtpa) 0.360 2.600 0.67 + 12 million trees
Annual Yield/ t per mu 3.9 5.6 na
Typical revenue (Rmb per 
mu) aprox 25,000 na aprox 1,550
Gross Margin 52% 64% 55%
Net Margins 25% 42% 52%**
Land rental cost per mu per 
ann. (Rmb) 500 na 173

Rent terms 

20 years typically 
with 5 year 
prepayment na

20 years typically all 
paid in advance

Business detail 

Grow and process 
vegetables for 
domestic and 
international 
customers 

Beverage and 
noodle production 

Rice production and 
processing

Grow and 
process 

vegetables for 
domestic and 
international 
customers 
Livestock 
production 

Fruit production 
Rice production 

and process

Grow and process 
Bamboo for human 

consumption, 
construction, furniture, 

clothing, paper etc
Source: CLSA Asia-Pacific Markets 1 mu is approximately 1/15th of a hectare ** high net margins due to 
different accounting treatment of biological assets- striping out non cash profit adjustments shows Asian 
Bamboo with a net margin of 46%

High sustainability 
Yields of bamboo of up to 60 tonnes per hectare greatly exceed the yield of 
20 tonnes for most trees and only 1-2 tonnes per hectare for cotton with a 
one-time planting for bamboo and little care and maintenance needed. 
Bamboo grows naturally so it doesn’t need to be planted. In addition, Asian 
Bamboo’s bamboo plantations do not require the use of fertilizers, irrigation 

Cheap land  costs 

Bamboo yields are 3x 
greater than typical trees 
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or pesticides, which lowers the cultivation costs and ensures that its products 
are organic

Figure 10

Asian Bamboo – land leases 

Area 
lot size 

(ha)
Start 
date

Term 
(years)

Remaining 
term at 

31/12/2010 
(years) Maturing in

Lease 
cost 

Rmb/ 
Hectare

Shaowu 721 1.1.2001 20 10 2007
Shaowu 861 1.1.2003 18 10 2007
Shaowu 543 1.1.2001 20 10 2007
Shaowu 400 1.1.2001 20 10 2007
Shaowu 300 1.1.2003 18 10 2007
Shaowu 836 1.1.2001 20 10 2007
Shaowu 591 1.1.2003 15 7 2007
Shaowu 581 1.1.2005 13 7 2007
Shaowu 838 1.1.2003 15 7 2007
Shaowu 205 1.1.2005 13 7 2007
Shaowu 1,840 1.2.2008 20 17 2008
Shaowu 1,973 1.2.2008 20 17 2008
Shaowu 2,080 1.1.2008 20 17 2008
Shaowu 2,133 1.1.2008 20 17 2008
Shaowu 2,040 1.2.2008 20 17 2008
Shaowu 2,107 1.11.2009 20 19 2010
Shaowu 987 20.9.2012 20 20 53700

19036
Shunchang 1,241 1.1.2005 20 14 2008
Shunchang 1,183 1.1.2006 30 25 2008
Shunchang 1,043 1.1.2006 25 20 2009
Shunchang 905 1.1.2006 25 20 2009

4,372
Jiangle 1,913 7.8.2008 20 17 2009
Jiangle 1,827 21.9.2009 20 19 2010
Jiangle 1,173 23.9.2009 20 19 2010

4,913
Wuyi 785 1.1.2006 20 15 2011
Wuyi 900 1.1.2006 20 15 2011

1685
Guangze 1,299 1.1.2007 20 16 2010
Guangze 1,415 1.1.2007 30 26 2010

2,714
Longyan 5,000 1.2.2010 20 20 54000
Wuyishan 2,382 26.4.2010 20 20 53700
Longyan 1,733 7.6.2010 20 20 52650
Longyan 4,173 20.9.2010 20 20 54000
Nanping 1,800 20.9.2011 20 20 53850

15,088

Total at 31/12/10 47,808
Source: company reports, cost per hectare is total cost over 20 years 

Once a new shoot emerges from the ground, the new cane can reach its full 
height in just 8–10 weeks. Each stick then reaches maturity in 3–5 years. 
Bamboo can be continually re-harvested with very limited damage to the 
surrounding environment. It is essentially a grass and so regenerates after 
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being cut. Very little bamboo is irrigated, and in most cases it doesn’t require 
fertilizer or pesticides or fungicides 

Eats shoots and leaves 
There are two types of bamboo shoots – winter shoots and spring shoots –
which both are edible. The winter shoots stay below the ground and are 
harvested from October – February. The spring shoots are effectively young 
trees are harvested in March – May. A part of of the spring shoots harvest is 
processed and can then be stored and also exported. They are used in 
numerous Asian dishes, and are available in supermarkets in various sliced 
forms, both fresh and canned version. 

The company produces fresh and processed shoots for human consumption. 
Winter shoots fetch a significantly higher price at Euro 750per ton (due to 
their scarcity) than spring shoots at Euro 220 per ton

Processed into tins – with 10Kg of sprint shoots into 1 tin. We assume that 
30Kg of sprint shoots are required to produce 10Kg of tinned shoots 

Figure 11 Figure 12

Ready to eat Typical Spring Bamboo shoot

Source: Wikimedia Commons

Given spike in cotton price, fibre offers upside in earnings 
The company has recently taken its first steps towards vertical integration 
through acquiring stakes in three companies that are engaged in the 
processing of bamboo trees. The partner companies of Shoawu Zhongzhu 
Paper Mill, Xinglifeng Bamboo Plywood and Shuchang Xincheng (flooring) 
purchased almost 40% of total tree production in 2010CL 

Through its partnership with Shaowu Zhongzhu, the company will begin 
producing bamboo fibre in 2011, which will substantially increase demand for 
its bamboo trees. Asian Bamboo estimates that the fibre production will 
require 28 million bamboo trees by 2013, which is around twice as many 
bamboo trees as the company harvested in total in 2010.

The bamboo fibre will be a substitute to cotton and as cotton prices have 
more than doubled over the last year, the outlook for this project looks very 
promising. The revenues and profits from the fibre business will be 

Prepared for: Bloomberg



Bambuseae Asian Bamboo - BUY

07 February 2011 simon.powell@clsa.com 8

consolidated to Asian Bamboo’s P&L after eliminating internal sales of bamboo 
trees.

Figure 13

Cotton prices in China 
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Source: CEIC 

Recent upwards price moves in cotton that reflect global supply demand 
issues will help to drive demand for alternative fibres. We have assumed 2000 
Euro per t asp for the fibre that Asian Bamboo’s partner produces v’s current 
cotton prices at over 3000 Euro per t.

Figure 14 Figure 15

Shirt - 55% bamboo fibre 45% bamboo viscose Natural Bamboo Fibre

Source: Kavu Source: Suzhou Textile company

Just over 1% Market share in terms of bamboo production
The company guides that it has just over 1.5% market share based on 
50,000 hectares of production of Moso bamboo. Estimates are that there are 
more than 3.3 million hectares of Moso bamboo across China and 900,000 
hectares in Fujian.

There are a large number of local companies that have evolved to make use 
of the abundant supply of bamboo. We believe there is significant competition 

Recent cotton price jumps 
will help drive earnings as 

the company moves to 
fibre production

Bamboo fibre as a real 
alternative to cotton
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in the downstream segment of the market with web searches revealing a 
large number of Chinese website offering all kinds of bamboo products. With 
a significant industry in place we believe this helps ensure significant demand 
for Asian Bamboo’s tree crop

Figure 16

Some alternative uses of Bamboo 

Clothing A real alternative to cotton and man made fabrics 
Flooring Highly moisture resistance, easy to engineer, reportedly hard wearing 
Curtains and 
blinds More sustainable alternative to fabric curtains 
Rugs and 
Carpets As with clothing - bamboo fibre as a major alternative to wool and other fibres 

Charcoal 

Manufactured by carbonizing dried bamboo in a kiln under controlled 
temperature and humidity. Bamboo charcoal is a good moisture and harmful 
gas filter. A better and eco-friendly option to wood charcoal. 

Panels 

Bamboo Veneer manufactured by slicing pressed bamboo blocks into thin 
sheets which retain the original bamboo grain. It is then glued onto the 
surface of MDF or chipboard to make it look like a bamboo board.

Source: CLSA Asia-Pacific Markets 

Change of auditors and disclosure 
At its 2010 AGM, the company changed its auditors to Deloitte and we 
understand is in discussion around the methods of determining the fair value 
of the biological assets and amortisation of the biological assets and long-
term prepayments. While the accounting treatment of biological assets under 
IAS41 relatively simple its subjective to apply in terms of discount rates over 
time. Management has indicated that it is likely to implement new policies for 
the year-end which will treat all plantation leases the same way, hence there 
will not be any interest income from financial assets in the future. In addition, 
the biological assets will be valued as of balance sheet date and not through a 
DCF calculation. This is unlikely to significantly impact the P&L, however the 
biological asset value on the balance sheet is likely to be lower. Previous 
years are likely to be restated so unlikely to be any write-downs. Overall the 
new valuation principles are likely to lead to less volatility in the biological 
asset values.

For the purpose of our calculations we look at the net profit after adding back 
the gain in biological assets and non cash finance income so a move to 
reporting profit without those items doesn’t impact our view or valuations 

Valuation not demanding 
Given the long term nature of growing and cropping bamboo we feel 
comfortable with looking at a DCF based valuation for the stock. Taking an
undemanding 2% terminal growth rate gives a target share price of Euro 55 
per share.

More and more uses for 
the product 

Target price of Euro 55
per share 

Simplifying biological 
asset valuations could be 

a slight positive  
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Figure 17

Asian Bamboo DCF calculation 

2010CL 2011CL 2012CL 2013CL 2014CL 2015CL

EBIT (adjusted) 42,775  56,901  80,288  101,591  120,155  136,321  
Income tax (935) (1,826) (2,528) (3,167) (3,724) (4,209) 
DD&A 5,472  6,464  11,270  16,474  20,994  23,230  
Long Lease prepayment (31,200) (78,700) (63,000) (63,000) (63,000) (18,000) 
Capex (7,500) (13,000) 0  0  0  0  
Changes in working capital (1,663) (1,217) (61) (1,527) (1,303) (24,781) 
Total Free Cashflow 6,949  (31,378) 25,969  50,371  73,122  112,561  
Terminal Value 1,171,557  

1  2  3  4  5  5  
Discounted valuation 6,216  (25,104) 18,584  32,241  41,864  735,184  
Total firm value 808,985  

Existing Debt 13,197  
Existing Cash 46,883  
Net cash (33,686) 

Net firm value 842,670.4  
Minority interest
Net value 842,670.4  

Shares outstanding 15,425,000  

Value per share Euro/share 54.63  

WACC (%) 11.8% 
Growth (%) 2.0% 
Source: CLSA Asia-Pacific Markets , EBIT adjusted by removing non cash biological asset gains in the P&L 
and non cash finance income 

Figure 18

DCF sensitivity analysis Euro p.s. 

Terminal Growth/ 
WACC 1% 2% 3%
10.80% 56 62 69
11.80% 50 55 60
12.80% 45 48 53
Source: CLSA Asia-Pacific Markets 

Looking at the stock from a PER perspective highlights it trading on a 
relatively undemanding 9.5x 2012CL adjusted PE. We adjust net operating 
profits by striping out gains on biological asset valuations and non cash 
finance income. 

Figure 19

Asian Bamboo PER (x)

2009 2010 2011CL 2012CL 2013CL 2014CL 2015CL
eps 2.20 2.97 3.83 5.30 6.64 7.81 8.82
eps adjusted 1.45 2.04 2.65 4.17 5.55 6.75 7.80
PER (x) 16.9 12.5 9.7 7.0 5.6 4.8 4.2
PER adjusted (x) 25.7 18.2 14.0 8.9 6.7 5.5 4.8
Source: CLSA Asia-Pacific Markets, adjusted eps is calculated after adding back gain on biological assets 
and non cash finance income

Trading on a relatively 
undemanding 11.6x 
2011CL adjusted PE

Euro 55 per share target 
price 
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ASP’s don’t yet factor in food inflation – risk to the upside 
We have assumed flat ASP’s in terms of output beyond 2011. Given food 
inflation this provides some risk to the upside in our earnings assumptions.

Figure 20

ASP assumptions 

FY2008 FY2009 2010CL 2011CL 2012CL 2013CL 2014CL
Trees (euro per tree) 1.74 1.79 1.8 1.8 1.85 1.85 1.85
Winter Shoots (euro per mT ) 750 750 800 800 800 800 800
Spring Shoots 220 220 250 250 250 250 250
processed shoots (euro per can) 10 10 10 10 10 10 10
Fibre (euro per mt) 1500 1500 1500 1500
Source: CLSA Asia-Pacific Markets

We have assumed that the canning production increases that the company 
has been making bring it to 1.8 mil tins p.a by early 2011.

Figure 21

Production assumptions 

FY2008 FY2009 2010CL 2011CL 2012CL 2013CL 2014CL
Trees (pieces) 9,702,224 12,588,760 19,600,000 28,000,000 34,720,000 40,320,000 45,920,000
Winter Shoots (mt) 8,516 13,224 21,000 30,000 37,200 43,200 49,200
Spring Shoots (mt) 37,014 54,010 84,000 120,000 148,800 172,800 196,800
Processed Shoots (can mil) 1.4 1.4 1.7 1.8 1.9 1.9 1.9
Source: CLSA Asia-Pacific Markets 

Risks to our call 
We see a number of positive and negative risks including:

Land leases prices rise, and / or farmers renege on the lease – as far 
as we can ascertain the farmers are not permitted to sell the land to Asian 
Bamboo (due to the fact that they don’t own it). Farmers effectively have the 
land for their lifetime and can pass it on to their children. It cant be 
developed. We see two potential risks to Asian Bamboo’s earnings 

1) Expansion sees farmers asking more for a 20 year lease – there has 
been some 12% increase in total rent costs across various lease 
examples. 

2) Existing lessee Farmers unhappy at getting only Euro 6,000 per 
hectare over the 20 year lease v’s the companies Euro 52,000 per 
hectare begin demanding more rent despite there being an existing 
contract 

3) Existing farmers see new leases being signed at higher prices than 
they got and begin asking for reviews.

Asian Bamboo tells us that their lessee farmers are happy to receive the lump 
sum up front as it represents a substantial sum for them. The latest lease was 
done at a higher price than previously at around RMB 57,000 per ha, and 
they do not expect lease prices to fall. However there are no inflation 
adjustment mechanisms in the contacts, so from a legal point of view there is 
no room to negotiate once the contracts are signed.

Weather events – while Bamboo is a relatively resilient crop it can be 
impacted by bad weather events and seasons. Growth slows in drought and 
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severe cold weather. We understand that its not possible to insure against 
events such as bush fires that could result in total loss 

Disease and pests – while bamboo has a reputation as a resilient crop there 
are always risks of disease and pest. We understand that since Asian Bamboo 
is marketing its products as organic so would be reluctant to use pesticides 
etc making it more prone to an outbreak However we are not aware of any 
such problems in the past.

Food inflation – there is a risk that food inflation continues to run faster 
than we anticipate – this would result in positive earnings growth.

Lack of long term contracts – despite contracting for land on a long term 
basis we don’t believe that Asian Bamboo has yet contacted with its 
customers in a way that offsets its contract obligations 

Figure 22

Bamboo Bike – taking sustainability too far ?

Source: Wikimedia Commons
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Company outline
The business Competition & market franchise

Asian Bamboo grows bamboo for food, 
construction, and paper production. Leasing 
over 54,000 hectares of land in Fujian. The 
leases run for an average of 20 years. 
Compared with other wood species, 
bamboo wood has a shorter growth cycle 
and stronger reproduction abilities despite 
the fact that bamboo grows without the 
help of fertilisers. Generally, the bamboo 
tree is mature enough to be cut after three 
years

China's bamboo industry has grown and 
modernised rapidly in recent years. The 
overall output value of the industry in China 
has exceeded USD10 billion and is growing 
at an annual rate of 10%. The total size of 
the Moso Bamboo forests in Fujian province 
is around 900,000 ha, equivalent to 28% of 
China's total Moso Bamboo forest area 
(3,000,000 ha). As a result of the abundant 
supply of the raw material, a critical mass 
of related processing industries has 
developed. These companies create a web 
of interlinked business which generates 
economies of scale and low transportation 
costs

Strengths Weaknesses

Long leases on land at attractive prices 
History of bamboo production
Chinese government backing 

Only 1% of China’s Moso bamboo 
production 

Opportunities Threats (Risks)

Move downstream into fibre production Weather risks 
Risk of land owners breaking lease 
Risk of rising 

Figure 23

Consensus food producer comparables

Name BB Ticker
Market 

Cap (USD 
mil)

3M avg
daily TO 
USD Mil

PER 
2010(x)

PER 
2011(x)

ROE 
2010
(%)

ROE 
2011
(%)

EV/Ebitda 
2010(x)

EV/Ebitda 
2011(x)

CHINA GREEN 904 HK 866 1.7 11.1 9.3 19.5 19.6 5.5 4.6

CHAODA MODERN 682 HK 2,382 12.7 3.9 3.8 21.0 19.0 3.2 2.7

ASIAN CITRUS 73 HK 1,447 2.7 18.3 14.0 14.8 14.1 17.0 11.0

CHINA MINZHONG MINZ SP 623 11.1 8.7 22.6 18.2 6.1 4.6

LE GAGA GAGA US 354 17.5 13.1 12.2

ASIAN BAMBOO 5AB GR 824 1.5 15.5 10.5 12.8 17.8 13.3 8.2

CHINA AGRI-INDUS 606 HK 4,320 12.3 13.5 10.7 13.5 15.5 12.0 8.6

XIWANG SUGAR 2088 HK 285 1.7 9.2 7.2 10.6 12.2 8.0 6.2

Source: CLSA Asia-Pacific Markets; Bloomberg
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Summary financials
Year to 31 December 2009A 2010CL 2011CL 2012CL 2013CL
Summary P&L forecast (Em)
Revenue 59 88 128 206 279
Op Ebitda 30 43 53 81 108
Op Ebit 26 37 47 70 91
Interest income 7 11 16 16 16
Interest expense (2) (2) (2) (2) (2)
Other items 0 0 0 0 0
Profit before tax 31 47 61 84 106
Taxation 0 (1) (2) (3) (3)
Minorities/Pref divs 0 0 0 0 0
Net profit 31 46 59 82 102

Summary cashflow forecast (Em)
Operating profit 26 37 47 70 91
Operating adjustments 5 10 14 14 14
Depreciation/amortisation 4 5 6 11 16
Working capital changes 2 (2) (1) 0 (2)
Net interest/taxes/other (2) (4) (5) (6) (6)
Net operating cashflow 35 46 61 90 114
Capital expenditure (52) (75) (107) (78) (68)
Free cashflow (17) (28) (45) 12 46
Acq/inv/disposals 0 0 0 0 0
Int, invt & associate div 0 16 4 4 4
Net investing cashflow (51) (59) (103) (74) (64)
Increase in loans 0 13 10 (3) (3)
Dividends (3) (4) (6) (8) (9)
Net equity raised/other 22 42 0 0 0
Net financing cashflow 20 51 4 (10) (12)
Incr/(decr) in net cash 3 38 (37) 5 38
Exch rate movements 0 (20) 0 0 0
Opening cash 25 29 47 10 15
Closing cash 29 47 10 15 54

Summary balance sheet forecast (Em)
Cash & equivalents 29 47 10 15 54
Debtors 6 8 10 13 16
Inventories 2 2 3 3 4
Other current assets 0 0 0 0 0
Fixed assets 185 280 393 578 777
Intangible assets 0 0 0 0 0
Other term assets 0 0 0 0 0
Total assets 222 338 416 609 850
Short-term debt 0 0 0 0 0
Creditors 6 7 8 11 13
Other current liabs 0 1 2 3 3
Long-term debt/CBs 0 13 20 20 20
Provisions/other LT liabs 14 23 33 141 277
Minorities/other equity 95 136 136 136 136
Shareholder funds 106 157 216 298 401
Total liabs & equity 222 338 416 609 850

Ratio analysis
Revenue growth (% YoY) 33.7 49.9 45.2 61.6 35.4
Ebitda growth (% YoY) (10.1) 43.2 24.6 53.0 32.6
Ebitda margin (%) 50.9 48.6 41.7 39.5 38.6
Net profit margin (%) 52.6 52.1 46.3 39.6 36.7
Dividend payout (%) 20.7 14.7 13.6 12.0 10.8
Effective tax rate (%) 1.2 2.0 3.0 3.0 3.0
Ebitda/net int exp (x) 0.0 0.0 0.0 0.0 0.0
Net debt/equity (%) (14.5) (11.5) 2.9 1.1 (6.3)
ROE (%) 17.3 18.5 18.3 20.8 21.1
ROIC (%) 15.6 15.5 13.4 13.9 13.0
EVA®/IC (%) 8.0 8.0 5.8 6.4 5.5
Source: CLSA Asia-Pacific Markets

Margin declines as the 
company introduces the 

fibre business 

Assets focused on leases 

Prepayment of new 20 
year  leases requires 

significant cash  

Effective Tax rate 
increases  as the company 
moves to more consumer 

goods
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Key to CLSA investment rankings: BUY = Expected to outperform the local market by >10%; O-PF = Expected to outperform the local market 
by 0-10%; U-PF = Expected to underperform the local market by 0-10%; SELL = Expected to underperform the local market by >10%. 
Performance is defined as 12-month total return (including dividends).
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