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	Beijing Beida Jade Bird Universal

	IT – China
	Results: Stronger sales


	 
	· The results were mixed: sales of Rmb 86m (up 110.7% YoY) were ahead of expectation, while profit of Rmb 9.6m (down 28.4% YoY) was below expectation.

· Despite lower earnings, we remain positive on Jade Bird given that it is a young and growing company and sales growth shall be the top concern, so far it remains profitable.

· We lower target price to HK$1.40. Maintain a 2 rating.
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	Rating (6-month):

Maintain

2


Reuters code
8095.HK

Bloomberg code
8095 HK

Price
HK$1.09 (13 Aug)

52wk high/low
HK$1.70/1.05

Market cap
US$134bn

Avg daily T/O
US$0.1m

HK GEM
142.29



Performance
1-mth
3-mth
12-mth

Absolute
-6.8
-21.9
-34.5

Relative to GEM
12.2
10.1
1.1
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	Stronger sales - Sales of Rmb 86m (up 110.7% YoY) were ahead of expectation, while profit of Rmb 9.6m (down 28.4% YoY) was below expectation. The strong sales were mainly due to higher sales of computer products and embedded system and related products. However, the lower profit was mainly due to higher cost of goods sold (ie, thinner hardware margin). Interest expense of HK$12.7m was in line with expectation. 

Remain positive despite earnings downgrades - Based on the 1H results, we revise up FY02 sales forecast to Rmb177.1m from Rmb 168.6m, but downgrade profit forecast to Rmb 23.9m from Rmb 38.4m. We also revise FY03 and FY04 sales and profit forecasts. Despite all that, we maintain our positive view on Jade Bird given that it is a young and growing company and sales growth shall be the top concern, so far the business remains profitable.

[Insert table: Earnings Revisions]

Source: DIR estimates

New developments – Jade Bird is developing the third generation Security ICs for application in the commercial information security system, and the products are expected launch to market in 2H. Moreover, Jade Bird would further expand the applications of digital video recorder technology for finance, postal and communications, public security, transportation, medical and education. These new applications are expected to replace existing monitoring system in two to three years. 

SMIC may start to contribute in 2003 – Semiconductor Manufacturing International Corp (SMIC) has started production in accordance with schedule, Jade Bird believes it may start to realize the return on the investment in SMIC from next year. Jade Bird entitles to 8% preferred dividend payment, if SMIC turns profitable.

Target price lowers to HK$1.40 – In light of the earnings downgrade, we lower Jade Bird’s target price to HK$1.40 from HK$1.80, which represent 35x FY03 PE. We are not using FY02 earnings as a base for valuation because they are slightly distorted by higher interest expenses resulting from money borrowed for the acquisition of the 5.29% SMIC stakes, and we believe FY03 will better reflect JadeBird earnings prospects when its core businesses steady. Maintain a 2 rating.

[Insert table: Results Highlights]

Source: Company
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