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Stock Data 

Mkt Cap (HK$ mn) 157,935 
Avg 3 mths t/o (HK$ mn) 166.49 
52w High/Low (HK$)   32.35/20.43 
Total Issued Shares (mn) 5,212 
Source: Bloomberg 

 

Shareholding Structure 

Beijing Enterprise 23.7% 

Liu Minghui 22.1% 

Chiu Tat Jung 19.0% 

Free float 35.2% 

Source: HKEx 

 

Share Performance 

 Absolute Relative 

1-mth 3.9% 6.8% 
3-mth 6.3% -2.0% 
6-mth 35.7% 17.1% 
12-mth 5.6% -3.3% 
Source: Bloomberg 
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We had an update on winter gas sales with mgmt. recently. CGH read strong gas 
sales volume during winter heating season, as consolidated project gas sales 
volume growth reached 30-35% in Dec–Feb. We believe CGH’s winter gas sales 
performance would likely to outperform peers, and we think that will boost market 
confidence on earnings to meet or exceed mgmt.’s full year guidance. In view of 
volatile capital market, we see CGH a defensive pick, and we believe good 
earnings performance will help market to better realize it. CGH is our top pick 
of the sector. Maintain BUY with TP unchanged at HK$37.12.  

 Strong winter gas sales. According to mgmt., preliminary operating data 
from consolidated projects indicate 30%/35% gas sales growth volume in 
Dec/Jan. Mgmt. attributes strong gas volume to 1) township gas consumption 
with increasing user number; 2) active industrial activities; 3) recovery of 
commercial business; 4) low base impact due to COVID-19; and 5) cold winter 
which boosted gas consumption. In Feb–Mar, mgmt. expects gas volume 
growth to sustain at ~30% on the back of continuing low base. We lift our retail 
gas projection up by 2.3% to 18.8bcm in FY21E, and we expect FY21E retail 
gas volume growth to reach 20.3% YoY, exceeding mgmt. guidance of 15% 
in interim results briefing.  

 Government policies reaffirm township infrastructure development. On 
21 Feb, China released its rural development policy for 2021. The policy 
emphasized infrastructure development in rural areas and mentioned about 
promoting township gas and constructing safe and reliable rural gas storage 
stations and micro-pipe network gas supply systems. We think CGH once 
again seizes first mover advantages in micro-pipe network development, and 
government policy reaffirms the Company’s strategic foresight.  

 Cooperation with Sinopec to enhance long term growth prospects. CGH 
signed framework agreement with Sinopec (386 HK/600028 CH), leveraging 
each other’s resources and sales network in city gas business, LNG sourcing 
and import facilities, and LPG industry chain. To CGH, we think key advantage 
of the agreement would be securing natural gas supply with competitive 
pricing through Sinopec’s natural gas output and LNG terminals.  

 A defensive pick in volatile market. We think recent volatile market will 
boost market sentiment on gas distributing sector. CGH is our sector top pick. 
We believe strong gas sales figures in winter will boost market confidence on 
the Company, while major shareholder Mr.Liu Minghui and Mr. Daniel Chiu’s 
recent shareholding increase will also enhance market view. Our TP remains 
unchanged at HK$37.12. Maintain BUY.  

Earnings Summary 

(YE 31 Mar) FY19A FY20A FY21E FY22E FY23E 

Revenue (HK$ mn)      59,386       59,540       66,999       80,020       93,045  

YoY growth (%)          12.4             0.3           12.5           19.4           16.3  

Net income (HK$  mn)        8,224         9,188       10,669       13,206       15,568  

EPS (HK$ )          1.63           1.76           2.04           2.53           2.93  

YoY growth (%)          32.7             8.1           16.1           23.8           15.7  

Consensus EPS (HK$)  n/a   n/a           2.06           2.38           2.65  

P/E (x)          18.6           17.2           14.8           12.0           10.4  

P/B (x)            4.5             4.0             3.3             2.7             2.4  

Yield (%)            1.5             1.7             1.9             2.4             2.8  

ROE (%)          24.1           23.2           22.4           22.9           22.9  

Net gearing (%)          69.1           81.5           69.0           45.8           28.3  

Source: Company data, Bloomberg, CMBIS estimates 

China Gas Holdings (384 HK) 
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Figure 1: We expect residential gas sales to 

accelerate as rural users’ consumption potential 

releases  

 

Source: Company data, CMBIS estimates 

 

Figure 2: Retail industrial gas sales volume to 

maintain rapid growth in FY20-22E 

 

 

Source: Company data, CMBIS estimates 

 

Figure 3: Commercial gas sales volume growth, 

although slightly slower than industrial, but still 

maintain mid-high teens growth rate 

 

Source: Company data, CMBIS estimates 

Figure 4: We expect CGH to deliver 19.2% earnings 

CARG in FY20-22E 

 

 

Source: Company data, CMBIS estimates 

 
 
 
Figure 5: Earnings revision 

 
Source: CMBIS estimates 

 
  

FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E

Total gas sales volume (mcbm) 28,404 32,958 37,711 28,927 33,642 38,558 1.8% 2.1% 2.2%

Retail gas sales volume (mcbm) 18,381 22,433 26,660 18,808 23,017 27,402 2.3% 2.6% 2.8%

Residential connection (CTG incl. mm HH) 5.71 5.95 6.12 5.71 5.95 6.12 0.0% 0.0% 0.0%

Revenue (HK$,  mn) 66,567 78,480 90,805 66,999 80,020 93,045 0.6% 2.0% 2.5%

Net Income (HK$,mn) 10,620 13,140 15,486 10,669 13,206 15,568 0.5% 0.5% 0.5%

EPS (HK$) 2.04 2.52 2.91 2.04 2.53 2.93 0.5% 0.5% 0.5%

Old Change(%)New
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Financial Summary 

Income statement             Cash flow summary           

YE 31 Mar (HK$ mn) FY19A FY20A FY21E FY22E FY23E   YE 31 Mar (HK$ mn) FY19A FY20A FY21E FY22E FY23E 

Revenue 59,386 59,540 66,999 80,020 93,045   Pre-tax profit 11,183 12,725 14,809 18,180 21,291 

Costs of sales  (45,327) (42,443) (47,773) (56,582) (65,899)   D&A 1,326 1,591 1,910 2,203 2,495 

Gross profit 14,059 17,097 19,226 23,438 27,146   Change in working capital 7,038 (8,091) 1,337 4,624 2,877 

         Taxation (1,874) (2,245) (3,093) (3,323) (3,968) 

Other income  786 640 710 866 1,177   Others (7,556) (1,001) (145) (280) (184) 

Other gains and losses  295 (180) 50 50 50   Net cash from operating 

activities 

10,117 2,979 14,817 21,405 22,511 

Selling and distribution costs  (1,820) (1,973) (2,187) (2,572) (2,944)          

Administrative expenses  (2,442) (2,447) (2,720) (3,208) (3,684)   Capex & investments (11,816) (5,989) (12,228) (10,912) (10,889) 

Profit from associates 520 405 565 572 574   Others 784 (950) - - - 

Profit from JVs 1,132 571 625 613 637   Net cash from investing 

activities 

(11,032) (6,939) (12,228) (10,912) (10,889) 

                

Share-based payments  (63) - (50) (50) (50)   Equity raised 3,785 - - - - 

EBIT 12,467 14,113 16,220 19,709 22,906   Change of  Debts 5,526 1,790 4,158 2,755 2,288 

         Dividend paid (2,172) (2,937) (3,199) (3,941) (4,763) 

Finance costs  (1,284) (1,388) (1,411) (1,529) (1,615)   Others (804) (1,100) - - - 

Pre-tax profit 11,183 12,725 14,809 18,180 21,291   Net cash from financing 

activities 

6,335 (2,246) 959 (1,186) (2,475) 

                

Income tax (2,198) (2,464) (2,962) (3,636) (4,258)   Net change in cash 5,419 (6,207) 3,548 9,308 9,147 

Less: Minority interests (760) (1,072) (1,179) (1,338) (1,465)   Cash at the beginning of the year 8,246 13,239 7,119 10,668 19,976 

Net profit 8,224 9,188 10,669 13,206 15,568   Exchange difference (427) (450) - - - 

        Cash at the end of the year 13,239 6,582 10,668 19,976 29,122 

               

       Cash at balance sheet 13,239 7,119 10,668 19,976 29,122 

                          

Balance sheet             Key ratios           

YE 31 Mar (HK$ mn) FY19A FY20A FY21E FY22E FY23E   YE 31 Mar FY19A FY20A FY21E FY22E FY23E 

Non-current assets 68,277 72,558 82,851 91,569 99,975   Sales mix (%)           

Investment properties  556 524 566 571 571   Sales of piped gas 45.6 45.4 49.5 50.5 51.6 

PPE 42,965 46,128 55,163 62,291 69,114   Gas connection  21.0 23.0 21.2 18.5 16.2 

Prepaid lease payments 2,148 2,458 2,673 2,958 3,215   Sales of LPG 26.8 23.1 17.7 17.5 16.7 

Investment in associates 5,746 7,063 7,628 8,201 8,775   Value-added service 6.6 8.4 11.6 12.1 13.1 

Investment in JVs 8,022 7,815 7,963 8,606 9,273   Others - - - 1.4 2.4 

Others non-current assets 8,840 8,570 8,858 8,943 9,028   Total 100.0 100.0 100.0 100.0 100.0 

         P&L ratios (%)      

Current assets 41,603 39,509 44,767 53,842 63,605   Operating margin 21.0 23.7 24.2 24.6 24.6 

Inventories  3,412 3,246 3,653 4,203 4,701   Pre-tax margin 18.8 21.4 22.1 22.7 22.9 

Amount due from customers - - - - -   Net margin 13.8 15.4 15.9 16.5 16.7 

Contract assets 7,185 12,751 12,146 9,434 7,301   Effective tax rate 19.7 19.4 20.0 20.0 20.0 

Trade receivables 10,061 9,893 11,657 13,609 15,824   Balance sheet ratios      

Bank balances and cash  13,239 7,119 10,668 19,976 29,122   Current ratio (x) 0.89 0.80 0.95 1.08 1.18 

Other current assets  7,706 6,500 6,645 6,621 6,657   Quick ratio (x) 9.7 10.2 11.5 12.9 14.2 

         Cash ratio (x) 0.3 0.2 0.2 0.4 0.6 

Current liabilities 46,644 49,347 47,324 49,935 53,679   Inventory turnover days 19.9 20.4 18.8 17.9 17.5 

Trade and other payables 23,699 17,700 19,109 21,501 23,065   Receivable turnover days 58.6 61.2 58.7 57.6 57.7 

Amount due to customers - - - - -   Payable turnover days  152 178 141 131 123 

Contract liabilities 5,168 5,998 6,816 7,815 8,780   Total debt / equity ratio (%) 92.9 87.2 80.2 70.8 62.1 

Taxation 1,245 1,246 1,333 1,636 1,916   Net debt / equity ratio (%) 69.1 81.5 69.0 45.8 28.3 

Bank and other borrowings 16,408 24,121 19,773 18,679 19,604   Returns (%)      

Other current liabilities  125 282 293 303 314   ROE 24.1 23.2 22.4 22.9 22.9 

         ROA 7.5 8.2 8.4 9.1 9.5 

Non-current liabilities 22,453 16,936 25,273 29,182 30,605   Per share      

Borrowings 21,491 15,568 24,073 27,923 29,285   EPS (HK$) 1.63 1.76 2.04 2.53 2.93 

Deferred income tax 962 1,368 1,200 1,260 1,320   DPS (HK$) 0.44 0.50 0.58 0.72 0.83 

        BVPS (HK$) 6.77 7.59 9.13 11.04 12.8 

Total net assets 40,782 45,783 55,022 66,294 79,297        
Minority Interest 5,461 6,178 7,357 8,695 10,160        
Shareholders' equity 35,321 39,605 47,664 57,599 69,137        

Source: Company data, CMBIS estimates   
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Disclosures & Disclaimers  

Analyst Certification 
The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities 
or issuer that the analyst 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 that 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 stock(s) 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 stock(s) covered in this research report 3 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.  

 

CMBIS Ratings 
BUY : Stock with potential return of over 15% over next 12 months 
HOLD : Stock with potential return of +15% to -10% over next 12 months 
SELL : Stock with potential loss of over 10% over next 12 months 
NOT RATED : Stock is not rated by CMBIS 

 
OUTPERFORM                    : Industry expected to outperform the relevant broad market benchmark over next 12 months 
MARKET-PERFORM            : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months 
UNDERPERFORM                : Industry expected to underperform the relevant broad market benchmark over next 12 months 

CMB International Securities Limited 
Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888   Fax: (852) 3900 0800 
 

 

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary 
of China Merchants Bank)  
 

 

Important Disclosures 
There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  CMBIS 
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position 
or special requirements.  Past performance has no indication of future performance, and actual events may differ materially from that which is contained in 
the report.  The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the 
performance of underlying assets or other variable market factors.  CMBIS recommends that investors should independently evaluate particular investments 
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions. 
This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or 
its affiliate(s) to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in 
securities or enter into any transaction.  Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be 
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report.  Anyone 
making use of the information contained in this report does so entirely at their own risk. 
The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. 
CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the 
information, advices and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. CMBIS may issue other 
publications having information and/ or conclusions different from this report.  These publications reflect different assumption, point-of-view and analytical 
methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in 
this report. 
CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or 
on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with 
the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report 
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be 
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIS. 
Additional information on recommended securities is available upon request. 
  
For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 
(as amended from time to time) (“The Order”) or (II) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, 
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.  
 
For recipients of this document in the United States 
CMBIS is not a registered broker-dealer in the United States.  As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts.  The research analyst who is primary responsible for the content of this research report is not registered or 
qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”).  The analyst is not subject to applicable restrictions under FINRA 
Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report 
is intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6under the US, Securities Exchange Act of 
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report 
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing 
to effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer. 
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