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Skyworth Digital Holdings   

Stock price expected to adjust slightly in the short term  

  Company Update      
 

Maintain BUY  

What's new 

Skyworth announced domestic TV shipments of 1.362mn 
sets for January~Feburary. Also, the company’s 
president Yang Dongwen resigned. 

Comments 

► Decline in earnings exceed market expectations:   
1) 2HFY16/17 has a high base – 2HFY15/16 saw 
domestic TV GPM hit a historic peak of 25.9%, panel prices 
declined rapidly and 4K TV promotion was very successful. 
2) Poor operating environment in 2HFY16/17. Cost 
of panels, transport, and packaging all increased 
significantly. Although TV ASP largely increased since 
December, it is still not enough to offset the cost increase. 
We expect 1Q17 to have poor profitability. And, 3) TV 
industry has cyclical nature. TV ASP will continue to 
rise; a financial turning point will appear in 2Q17. 

► Performance below expectation. President Yang 
Dongwen’s resignation had a negative impact on market 
confidence; we expect the stock price to adjust in S-T. 

► Buy on dips as cycle doesn’t affect company's L-T 
value: 1) the company’s profitability will be restored in the 
future; and, 2) its assets have significant value; its office 
and industrial land in Shenzhen is expected to 
add >HK$10bn if revalued at market prices: three office 
buildings in Science & Tech. Park (170k sqm); planned 
building area of Skyworth Int’l HQ in Qianhai (56k sqm); 
Shiyan Science & Tech. Park (1mn sqm); and, Longgang 
production base (130k sqm). The company holds 56.5% of 
Skyworth Digital (000810.SZ) whose current market value is 
Rmb14.6bn. CooCaa will be an important platform for the 
entry of online video traffic. On September 13, 2016, iQIYI 
invested in CooCaa, the deal values CooCaa at Rmb3bn. 

Valuation and recommendation 

We trim our FY16/17 and FY17/18 EPS forecasts by 
12% and 6% to HK$0.58 and HK$0.75. Maintain BUY 
rating and TP of HK$6.14, implying 10.6x FY17/18 P/E.  

Risks 

Costs rise.  

  

 
 

   

   

  
 

Ticker  00751.HK 

CICC investment rating   BUY 

Last close  HK$5.07 

CICC target  HK$6.14 

   

52wk price range  HK$6.21~4.13 

Market cap (bn)  HK$15 

Daily value (mn)  HK$87.15 

Shares outstanding (mn)  3,036 

Free float (%)  100 

Daily volume (mn sh)  16.66 

Business sector  Home Appliances & Electronics  

  
  
  
  
  
  
  
  

   
  

 

  

  

(HK$ mn) 2015A 2016A 2017E 2018E 

Revenue 40,135 42,695 43,852 48,600 

    (+/-) 1.7% 6.4% 2.7% 10.8% 

Net profit 3,128 2,170 1,734 2,244 

    (+/-) 149.4% -30.6% -20.1% 29.4% 

EPS 1.04 0.72 0.58 0.75 

BPS 5.08 5.58 5.87 6.53 

DPS 0.19 0.20 0.19 0.24 

CPS 1.27 0.40 0.40 0.46 

P/E 4.9 7.0 8.8 6.8 

P/B 1.0 0.9 0.9 0.8 

EV/EBITDA 5.3 5.0 6.1 5.2 

Dividend yield 3.7% 3.8% 3.6% 4.7% 

ROAA 9.6% 5.8% 4.2% 5.3% 

ROAE 23.6% 13.6% 10.1% 12.1% 

     

     

      

  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

 Source: Wind, Bloomberg, company data, CICC Research 
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Financial summary 
 
Financial statement  (HKD mn) 2015A 2016A 2017E 2018E 

Income statement     

  Revenue 40,135 42,695 43,852 48,600 

  COGS -32,112 -33,332 -34,646 -38,049 

  Selling expenses -4,835 -4,756 -4,911 -5,346 

  Administrative expenses -1,736 -2,581 -3,070 -3,208 

  Other ops income (expense) 25 -55 150 0 

  Operating profit 2,582 3,389 2,857 3,553 

  Finance costs -161 -239 -424 -440 

  Other income (expense) 1,755 0 0 0 

  Profit before income tax 4,176 3,150 2,433 3,113 

  Income tax -826 -623 -462 -592 

  Minority interest 222 357 237 277 

  Net profit 3,128 2,170 1,734 2,244 

  EBITDA 3,042 4,050 3,478 4,215 

  Recurrent net income 1,766 2,170 1,734 2,244 

Balance sheet     

  Cash and bank balances 3,217 4,621 3,743 3,570 

  Trade and bill receivables 14,649 16,282 15,583 17,098 

  Inventories 5,172 6,257 5,622 7,424 

  Other current assets 2,023 4,816 4,840 4,893 

  Total current assets 25,061 31,976 29,787 32,985 

  Fixed assets and CIP 5,223 5,818 6,236 6,613 

  Intangible assets and others 3,038 4,266 4,226 4,188 

  Total non-current assets 8,261 10,084 10,463 10,801 

  Total assets 33,322 42,060 40,250 43,786 

  Short-term borrowings 1,274 4,950 4,950 4,950 

  Trade and bill payables 8,931 15,614 12,756 14,009 

  Other current liabilities 5,864 737 893 1,209 

  Total current liabilities 16,069 21,301 18,599 20,169 

  Long-term borrowings 1,312 3,155 3,155 3,155 

  Total non-current liabilities 2,050 4,059 4,059 4,059 

  Total liabilities 18,119 25,360 22,658 24,228 

  Share capital 285 295 295 295 

  Retained profit 13,454 14,797 15,452 17,142 

  Equity 15,203 16,700 17,592 19,559 

  Total liabilities & equity 33,322 42,060 40,250 43,786 

Cash flow statement     

  Pretax profit 3,128 2,170 1,734 2,244 

  Depreciation & amortization 460 661 621 662 

  Change in working capital 1,528 -2,031 -1,392 -1,801 

  Others -1,317 387 237 277 

  Cash flow from operations 3,799 1,187 1,201 1,383 

  Capital expenditure -1,161 -1,662 -1,000 -1,000 

  Others 1,502 -2,574 0 0 

  Cash flow from investing 341 -4,236 -1,000 -1,000 

  Equity financing 2 70 0 0 

  Bank borrowings -3,112 5,585 0 0 

  Others -725 -778 -1,079 -555 

  Cash flow from financing -3,835 4,877 -1,079 -555 

  Foreign exchange gain (loss) -6 -157 0 0 

  Net changes in cash 299 1,671 -878 -172  

 
 
Financial ratios 2015A 2016A 2017E 2018E 

Growth ability     

  Revenue 1.7% 6.4% 2.7% 10.8% 

  Operating profit 38.7% 31.3% -15.7% 24.4% 

  EBITDA 34.1% 33.1% -14.1% 21.2% 

  Net profit 149.4% -30.6% -20.1% 29.4% 

Profitability     

  Gross margin 20.0% 21.9% 21.0% 21.7% 

  Operating margin 6.4% 7.9% 6.5% 7.3% 

  EBITDA margin 7.6% 9.5% 7.9% 8.7% 

  Net margin 7.8% 5.1% 4.0% 4.6% 

Liquidity     

  Current ratio 1.56 1.50 1.60 1.64 

  Quick ratio 1.24 1.21 1.30 1.27 

  Cash ratio 0.20 0.22 0.20 0.18 

  Liabilities / assets 54.4% 60.3% 56.3% 55.3% 

  Net debt / equity net cash 19.0% 22.4% 20.9% 

Return     

  RoA 9.6% 5.8% 4.2% 5.3% 

  RoE 23.6% 13.6% 10.1% 12.1% 

Per-share data     

  EPS (HKD) 1.04 0.72 0.58 0.75 

  BPS (HKD) 5.08 5.58 5.87 6.53 

  DPS (HKD) 0.19 0.20 0.19 0.24 

  Cash flow per share (HKD) 1.27 0.40 0.40 0.46 

Valuation     

  P/E 4.9 7.0 8.8 6.8 

  P/B 1.0 0.9 0.9 0.8 

  EV/EBITDA 5.3 5.0 6.1 5.2 

  Dividend yield 3.7% 3.8% 3.6% 4.7%  

Source: Company data, CICC Research 

Company description 
 
Skyworth is a private enterprise that mainly produces and sells color TVs, set-top boxes and has set foot in refrigerators and washing 
machines. The company has a profound understanding of the color TV market and was able to grasp the market’s consumption 

upgrade trend and gradually gain advantages in China’s market.  
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Figure 1: Income forecast adjustment 

 

Source: CICC Research 

Figure 2: P/E and P/B bands 

 

Source: Wind Info, CICC Research 

  

(HK$ mn) FY16/17E FY17/18E FY16/17E FY17/18E FY16/17E FY17/18E

Revenue 43,852     48,600     43,852     48,600     0% 0%

Major revenue 43,852     48,600     43,852     48,600     0% 0%

YoY 2.7% 10.8% 2.7% 10.8%

Total cost -42,726    -46,845    -43,050    -47,043    1% 0%

COGS -34,326    -37,860    -34,646    -38,049    1% 1%

Distribution costs -4,911      -5,346      -4,911      -5,346      0% 0%

Administrative expenses -3,070      -3,208      -3,070      -3,208      0% 0%

Financial Costs -420 -432 -424          -440          1% 2%

Research and development costs 0 0 -                 -                 

Other operating income 1,482        1,556        1,482        1,556        0% 0%

Operating Profit 3,177        3,743        2,857        3,553        -10% -5%

YoY -6% 18% -16% 24%

Porfit from a discontinued operation 0 0 -            -            

Profit before taxation 2,757        3,311        2,433        3,113        -12% -6%

YoY -12% 20% -23% 28%

Tax -524          -629          -462          -592          -12% -6%

Minority interest 268 295 237           277           -12% -6%

Net Profit (Recurrent) 1,965        2,387        1,734        2,244        -12% -6%

EPS (Rmb) 0.66          0.80          0.58          0.75          

Financial Ratio

Gross margin 21.7% 22.1% 21.0% 21.7%

Distribution costs to revenue 11.2% 11.0% 11.2% 11.0%

Admin expenses to revenue 7.0% 6.6% 7.0% 6.6%

Financial Costs to revenue 1.0% 0.9% 1.0% 0.9%

Operating Margin 7.2% 7.7% 6.5% 7.3%

Excluding other operating income 3.9% 4.5% 3.1% 4.1%

Effective tax rate 19.0% 19.0% 19.0% 19.0%

Net margin 4.5% 4.9% 4.0% 4.6%
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Figure 3: Valuation table 

 

Source: Bloomberg, CICC Research 

 

Price Mkt cap

(Local) (USD mn) 2016E 2017E 2018E 2016E 2017E 2018E 2016E 2017E 2018E 2016E 2017E 2018E

FY/16/17 FY/17/18 FY/18/19 FY/16/17 FY/17/18 FY/18/19 FY/16/17 FY/17/18 FY/18/19 FY/16/17 FY/17/18 FY/18/19

A-Share

000651.SZ Gree Electric 28.96 25,191 14,838 16,770 18,461 18% 13% 10% 2.47 2.79 3.07 11.7 10.4 9.4

000333.SZ Midea Group 34.22 31,792 14,875 17,400 20,055 17% 17% 15% 2.32 2.71 3.12 14.8 12.6 11.0

600690.SH Qingdao Haier 11.03 9,725 4,891 6,217 6,858 14% 27% 10% 0.80 1.02 1.12 13.8 10.8 9.8

002508.SZ Robam 44.55 4,703 1,217 1,535 1,999 47% 26% 30% 1.67 2.10 2.74 26.7 21.2 16.3

002035.SZ Vatti 32.74 1,721 329 408 505 58% 24% 24% 0.90 1.12 1.39 36.2 29.1 23.6

002032.SZ Supor 39.04 3,566 1,078 1,249 1,450 21% 16% 16% 1.71 1.98 2.29 22.9 19.8 17.0

002242.SZ Joy oung 18.44 2,047 705 790 893 14% 12% 13% 0.92 1.03 1.16 20.1 17.9 15.9

603355.SH Lexy 48.68 2,823 515 686 895 41% 33% 31% 1.28 1.71 2.23 37.9 28.5 21.8

603868.SH Fly co 47.07 2,965 624 775 950 24% 24% 23% 1.43 1.78 2.18 32.8 26.5 21.6

002705.SZ Xinbao Electric 18.43 1,531 431 530 638 52% 23% 20% 0.75 0.92 1.11 24.6 20.0 16.6

002403.SZ Aishida  14.45 732 137 165 198 21% 20% 20% 0.39 0.47 0.56 36.9 30.7 25.6

600060.SH Hisense 19.48 3,686 1,759 2,053 2,358 18% 17% 15% 1.34 1.57 1.80 14.5 12.4 10.8

000100.SZ TCL Group 3.55 6,270 1,880 2,375 2,545 -27% 26% 7% 0.15 0.19 0.21 23.1 18.3 17.0

300403.SZ Idear Hany u 62.67 1,214 189 223 268 28% 18% 20% 1.41 1.66 2.00 44.3 37.7 31.3

000921.SZ Hisense Kelon 13.65 2,690 1,105 1,894 1,610 90% 71% -15% 0.81 1.39 1.18 16.8 9.8 11.6

600983.SH Whirlpool (China) 10.92 1,210 395 447 515 8% 13% 15% 0.52 0.58 0.67 21.2 18.7 16.3

600839.SH Sichuan Changhong 4.35 2,904 552 432 480 -22% 11% 0.12 0.09 0.10 36.4 46.4 41.9

000418.SZ Little Swan 38.36 3,508 1,219 1,474 1,815 33% 21% 23% 1.93 2.33 2.87 19.9 16.5 13.4

A-share average 16.0 13.5 12.0

H-Share

1169.HK Haier Electronics 14.52 5,221 2,817 3,143 3,521 4% 12% 12% 1.01 1.13 1.26 13.0 11.6 10.4

0751.HK Sky worth 5.07 1,982 1,734 2,244 2,487 -20% 29% 11% 0.72 0.58 0.75 7.0 8.8 6.4

1070.HK TCL Multimedia 3.57 799 186 343 416 617% 84% 21% 0.11 0.20 0.24 33.3 18.1 14.9

0921.HK Hisense Kelon 9.49 1,665 1,105 1,894 1,610 90% 71% -15% 0.81 1.39 1.18 10.5 6.1 7.2

H-share average 11.5 9.0 8.5

US

WHR US Whirlpool 176.40 13,140 1,092 1,161 1,328 39% 6% 14% 14.66 15.59 17.83 12.0 11.3 9.9

UTX US United Technology 111.93 90,200 5,359 4,880 5,122 -30% -9% 5% 6.65 6.06 6.36 16.8 18.5 17.6

AOS US A.O.Smith 49.46 8,579 324 362 395 15% 12% 9% 1.87 2.09 2.28 26.5 23.7 21.7

IR US Ingersoll-Rand plc 78.60 20,397 1,100 1,167 1,280 65% 6% 10% 4.24 4.50 4.93 18.5 17.5 15.9

HELE US Helen of  Troy  Ltd 95.15 2,568 134 179 187 2% 34% 4% 4.97 6.63 6.91 19.2 14.3 13.8

CREE US Cree, Inc 26.74 2,605 89 78 81 -13% 4% 0.92 0.80 0.83 29.2 33.5 32.2

IRBT US IROBOT 56.37 1,536 45 46 75 3% 2% 63% 1.67 1.70 2.77 33.8 33.1 20.4

GPRO US GPRO 7.96 1,131 -212 -104 -40 -51% -61% -1.49 -0.73 -0.28 -5.3 -10.9 -27.9

FIT US FIT 5.85 1,323 -34 -85 -49 148% -42% -0.15 -0.37 -0.22 -38.7 -15.6 -26.9

US Average 17.9 18.4 16.9

Europe

ELUXB.SS Electrolux 244.90 8,380 4,456 4,858 5,330 185% 9% 10% 14.42 15.73 17.25 17.0 15.6 14.2

DLG.IM De'Longhi 24.30 3,854 158 175 194 5% 11% 11% 1.05 1.17 1.29 23.1 20.8 18.8

SK.FP SEB 124.55 6,628 269 377 422 31% 40% 12% 5.36 7.51 8.42 23.2 16.6 14.8

RAA GY Rational 441.65 5,327 128 144 159 5% 13% 10% 11.22 12.69 14.02 39.4 34.8 31.5

OSR GR OSRAM 56.42 6,266 337 282 323 103% -16% 15% 3.22 2.69 3.09 17.5 20.9 18.3

PHIA.NA Philips 28.74 28,347 1,505 1,618 1,848 133% 7% 14% 1.62 1.74 1.99 17.7 16.5 14.5

AMC PW AMICA WRONKI SA 172.00 328 118 125 6% 15.14 16.01 11.4 10.7

METN SW Metall zug 3,986.00 8,694 75 90 98 32% 20% 9% 34.14 40.96 44.54 116.8 97.3 89.5

Europe Average 21.5 20.0 17.8

Japan

6502.JP Toshiba 208 7,645 -351,840 237,132 139,425 -24% -41% -83 56 33 -2.5 3.7 6.3

6367.JP Daikin Industries 11,070 28,103 152,863 171,559 189,058 12% 12% 10% 522 585 645 21.2 18.9 17.2

6752.JP Panasonic 1,285 27,290 148,270 193,047 228,328 -23% 30% 18% 60 79 93 21.3 16.3 13.8

6758.JP Sony 3,661 40,059 46,347 262,234 305,793 -69% 466% 17% 37 208 242 99.8 17.6 15.1

6501.JP Hitachi 630 26,373 224,495 269,739 308,025 30% 20% 14% 46 56 64 13.6 11.3 9.9

6503.JP Mitsubishi Electric 1,696 31,540 199,859 234,081 261,609 -13% 17% 12% 93 109 122 18.2 15.6 13.9

5943.JP Noritz 2,135 939 2,696 6,389 7,205 137% 13% 53 126 142 40.2 17.0 15.1

5947.JP Rinnai 9,290 4,201 22,312 23,940 25,542 -2% 7% 7% 427 458 489 21.7 20.3 19.0

7965 JP Zojirushi Corp 1,515 953 7,033 7,809 8,326 11% 11% 7% 97 108 115 15.6 14.1 13.2

6753.JP Sharp 382 16,487 -35,220 21,812 33,015 -86% 51% -7 4 7 -54.0 87.3 57.7

6755 JP FUJITSU GENERAL LTD 2,217 2,098 9,340 17,867 20,100 -47% 91% 12% 85 163 184 25.9 13.6 12.1

Japan average 49.2 14.6 13.9

Korea

066570.KS LG Electronics 64,100 9,054 437,290 890,258 1,072,285 252% 104% 20% 2,672 5,440 6,552 24.0 11.8 9.8

005930.KS Samsung Electronics 2,009,000 243,936 21,541,674 31,092,776 32,850,955 15% 44% 6% 153,126 221,019 233,517 13.1 9.1 8.6

021240.KS Coway 89,400 5,894 265,776 364,783 401,021 -23% 37% 10% 3,480 4,776 5,250 25.7 18.7 17.0

192400 KS CUCKOO 131,000 1,108 84,581 95,814 107,514 13% 13% 12% 8,628 9,774 10,967 15.2 13.4 11.9

Korea average 13.9 9.3 8.7

Others

FPH NZ Fisher & Pay kel 9.58 3,753 168 198 232 17% 18% 17% 0.30 0.35 0.41 32.4 27.4 23.5

CIC PM Conception Industrial 60 406 926 1,026 1,184 39% 11% 15% 2.74 3.03 3.50 22.1 19.9 17.3

ARCLK.TI Arcelik 22 3,867 1,152 1,166 1,365 29% 1% 17% 1.71 1.73 2.02 12.6 12.5 10.7

VESBE TI VESTEL 12 603 145 168 191 -12% 16% 14% 0.76 0.88 1.01 15.6 13.5 11.9

9911 TT TAIWAN SAKURA 35 249 708 796 921 37% 12% 16% 3.20 3.60 4.17 10.9 9.7 8.4

PMM MK PANASONIC MANUFACTURING MALA 32 434 153 159 4% 4% 2.52 2.62 12.6 12.2

SINGER BD SINGER BANGLADESH LTD 199 192 687 877 1,017 86% 28% 16% 8.96 11.43 13.26 22.2 17.4 15.0

BRG AU BREVILLE GROUP LTD 10 971 54 59 66 8% 9% 10% 0.42 0.46 0.50 23.8 21.8 19.7

SODA US SODASTREAM INTERNATIONAL LTD 47 995 37 47 58 208% 26% 23% 1.76 2.22 2.73 26.8 21.2 17.2

Others Average 18.4 16.9 15.3

Ticker Company
Net profit  (Local currency mn) Net profit YoY EPS （Local) P/E
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Beijing Jianguomenwai Avenue Branch  Beijing Kexueyuan South Road Branch  Shanghai Middle Huaihai Road Branch 

1st Floor, Capital Tower 

6A Jianguomenwai Avenue 

Beijing 100022, P.R. China 

Tel: (86-10) 8567-9238 

Fax: (86-10) 8567-9235 

 6th Floor, Block A, Raycom Infotech Park 

2 Kexueyuan South Road, Haidian District 

Beijing 100022, P.R. China 

Tel: (86-10) 8286-1086 

Fax: (86-10) 8286 1106 

 398 Huaihai Road (M) 

Shanghai 200020, P.R. China 

Tel: (86-21) 6386-1195 

Fax: (86-21) 6386-1180 

     

Shanghai Defeng Road Branch  Shenzhen Fuhuayilu Branch  Hangzhou Jiaogong Road Branch 

Room 1105, Building A 

299-1 Defeng Road, Fengxian District 

Shanghai 201400, P.R. China 

Tel: (86-21) 5879-6226 

Fax: (86-21) 6887-5123 

 Room 201, Annex Building 

Shenzhen Duty Free Commercial Tower 

6 Fuhua 1st Road, Futian District 

Shenzhen 518048, P.R. China 

Tel: (86-755) 8832-2388 

Fax: (86-755) 8254-8243 

 1st Floor, Euro American Center  

18 Jiaogong Road 

Hangzhou 310012, P.R. China 

Tel: (86-571) 8849-8000 

Fax: (86-571) 8735-7743 

     

Nanjing Hanzhong Road Branch  Guangzhou Tianhe Road Branch  Chengdu Binjiang Road (East) Branch 

Section C, 30th Floor, Asia Pacific Tower 

2 Hanzhong Road, Gulou District  

Nanjing 210005, P.R. China 

Tel: (86-25) 8316-8988 

Fax: (86-25) 8316-8397 

 40th Floor, Teemtower 

208 Tianhe Road  

Guangzhou 510620, P.R. China 

Tel: (86-20) 8396-3968 
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Block 9B, Binjiang Road (East) 

Chengdu 610021, P.R. China 
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Tel: (86-592) 515-7000 
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99 Zhongnan Road, Wuchang District 

Wuhan 430070, P.R. China 
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Block 9, Hongkong Road (M), South District  

Qingdao 266071, P.R. China 
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Chongqing Honghu Road (West) Branch  Tianjin Nanjing Road Branch  Dalian Gangxing Road Branch 
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Fax: (86-591) 8625 3050 
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Corporation (Hong Kong) Limited 
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Shenzhen  Singapore  United Kingdom 
China International Capital  

Corporation Limited – Shenzhen Branch 
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#39-04, 6 Battery Road 
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