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Decent 3Q results, Shengyi should ride CCL 
recovery tailwind; Upgrade to BUY  

 

BUY (Upgrade) 

Shengyi released its 3Q results. Revenue was RMB4,467mn with YoY growth 

of 3.8% growth and QoQ growth of 8.3%. Net profit was RMB344mn with YoY 

growth of 31.6% and QoQ growth of 12.0%. GPM expanded from 19.7%/18.9% 

in 1Q23/2Q23 to 20.0% in 3Q23, and its NPM expanded from 6.6%/7.4% in 

1Q23/2Q23 to 7.7% in 3Q23. We see Shengyi is poised to enjoy the recovery in 

the CCL sector given its leading position and broader end market exposure. We 

upgrade Shengyi to BUY, with TP adjusted to RMB20.4. But we maintain 

Shennan at HOLD as we think PCB recovery is slower than CCL. 

 Decent 3Q results. We observed that the Company's downstream 

customers have nearly completed their destocking goals, and there is an 

accelerated recovery in overall demand during 3Q, possibly marking the 

beginning of a new restocking cycle. Notably, we have witnessed a surge in 

demand, particularly in the auto and mobile sectors, which have boosted the 

Company's CCL sales. Furthermore, compared to its industry peers, the 

Company has solidified its position as an industry leader, evidenced by its 

consistently higher utilization rates and nearly full CCL capacity utilization 

since mid-2023. Finally, the Company’s NPM has showed positive progress 

in the last two quarters. 

 By segment: 1) CCL revenue was close to RMB3.6bn in 3Q (c.80% of total 

sales). CCL sales grew roughly 10% QoQ in the past two quarters, 

confirming a better recovery in the CCL industry. 2) PCB revenue was 

RMB808mn in 3Q (18% of total sales), decreasing by 7.8% YoY and 3.9% 

QoQ, suggesting near-term challenges for the industry. In terms of GPM, 

PCB segment deteriorated further from 18.3%/16.4% in 1Q/2Q23 to 14.2% 

in 3Q23, while overall GPM improved from 18.9% in 2Q to 20.0% in 3Q, 

indicating improving GPM for CCL segment.  

 Upgrade to BUY, with TP adjusted to RMB20.4, based on higher 22.5x 

2024E P/E multiple (vs. previous 20x). We believe the valuation is justified 

considering NP CAGR of 23% over 2022-25E. Potential downside risks 

include: 1) worse-than-expected macro environment recovery, 2) continuous 

ASP pressure, and 3) increasing upstream material costs. 
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Stock Data   

Mkt Cap (RMB mn) 40,252.1 

Avg 3 mths t/o (RMB mn) 242.3 

52w High/Low (RMB) 19.85/13.50 

Total Issued Shares (mn) 2349.8 

Source: FactSet   
 

Shareholding Structure  

Guangdong Guangxin 
Holdings Group 

24.8% 

Dongguan Guohong 
Investment 

13.7% 

Source: HKEx   
 

Share Performance 

 Absolute Relative 

1-mth 15.6% 19.0% 

3-mth 8.0% 15.1% 

6-mth 5.2% 14.6% 

Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 

 Earnings Summary      

(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E 

Revenue (RMB mn) 20,274 18,014 17,138 20,422 24,036 

  YoY growth (%) 38.0 (11.1) (4.9) 19.2 17.7 

Gross margin (%) 26.8 22.0 20.2 22.8 24.4 

Net profit (RMB mn) 2,830 1,531 1,342 2,106 2,843 

  YoY growth (%) 68.4 (45.9) (12.4) 57.0 35.0 

EPS (RMB) 1.23 0.66 0.58 0.91 1.22 

Consensus EPS (RMB) na na 0.72  0.96  1.15  

ROE (%) 24.6 11.5 9.8 14.6 18.1 

P/E (x) 13.9 26.0 29.7 18.9 14.0 
 

Source: Company data, Bloomberg, CMBIGM estimates 
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Figure 1: CMBIGM estimates vs. consensus 

    CMBI estimates Consensus Diff (%) 

RMB mn   FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue   17,138  20,422  24,036  18,163  21,180  24,281  -6% -4% -1% 

Gross Profit   3,461  4,647  5,875  3,748  4,734  5,719  -8% -2% 3% 

Net profit   1,342 2,106 2,843 1,670 2,300 2,742 -20% -8% 4% 

EPS (RMB)   0.58  0.91  1.22  0.72  0.96  1.15  -19% -6% 7% 

Gross Margin   20.2% 22.8% 24.4% 20.6% 22.3% 23.6% -0.4 ppt 0.4 ppt 0.9 ppt 

Net Margin   8.5% 11.2% 12.8% 9.5% 11.7% 12.4% -1 ppt -0.6 ppt 0.4 ppt 

Source: Company data, CMBIGM estimates 
 

Figure 2: Earnings revision 

    New Old Diff (%) 

RMB mn   FY23E sFY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue   17,138  20,422  24,036  17,498  20,175  23,601  -2% 1% 2% 

Gross Profit   3,461  4,647  5,875  3,412  4,300  5,418  1% 8% 8% 

Net profit   1,342 2,106 2,843 1,269 1,871  2,547 6% 13% 12% 

EPS (RMB)   0.58  0.91  1.22  0.55  0.80  1.10  6% 13% 12% 

Gross Margin   20.2% 22.8% 24.4% 19.5% 21.3% 23.0% 0.7 ppt 1.4 ppt 1.5 ppt 

Net Margin   8.5% 11.2% 12.8% 8.4% 10.8% 12.5% 0 ppt 0.4 ppt 0.2 ppt 

Source: Company data, CMBIGM estimates 
 

Figure 1: 12M forward PE band  

 

Source: Company data, CMBIGM estimates 
 

Figure 2: 12M forward PE chart 

 
Source: Company data, CMBIGM estimates 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

10

15

20

25

30

35

40

45

1
0
-1

8

0
1
-1

9

0
4
-1

9

0
7
-1

9

1
0
-1

9

0
1
-2

0

0
4
-2

0

0
7
-2

0

1
0
-2

0

0
1
-2

1

0
4
-2

1

0
7
-2

1

1
0
-2

1

0
1
-2

2

0
4
-2

2

0
7
-2

2

1
0
-2

2

0
1
-2

3

0
4
-2

3

0
7
-2

3

1-yr Forward P/E Mean

Mean+1SD Mean-1SD

5

10

15

20

25

30

35

40

45

50

1
0
/1

8

0
1
/1

9

0
4
/1

9

0
7
/1

9

1
0
/1

9

0
1
/2

0

0
4
/2

0

0
7
/2

0

1
0
/2

0

0
1
/2

1

0
4
/2

1

0
7
/2

1

1
0
/2

1

0
1
/2

2

0
4
/2

2

0
7
/2

2

1
0
/2

2

0
1
/2

3

0
4
/2

3

0
7
/2

3

Closing Px 14.0x 19.7x

25.5x 31.2x 36.9x

(RMB)



 

 

30 Oct 2023 

 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE   3 

Figure 5: P&L summary 

RMB mn FY21 FY22 1Q23 2Q23 3Q23 4Q23E FY23E FY24E FY25E 

Revenue 20,274  18,014  3,756  4,125  4,467  4,790  17,138  20,422  24,036  

…YoY 38.0% -11.1% -21.2% -10.5% 3.8% 10.4% -4.9% 19.2% 17.7% 

…QoQ     -13.4% 9.8% 8.3% 7.2%       

…Seasonality     22% 24% 26% 28%       

Cost of sales (14,837) (14,045) (3,014) (3,346) (3,575) (3,741) (13,677) (15,775) (18,161) 

Gross profit 5,437  3,969  741  779  891  1,049  3,461  4,647  5,875  

…YoY 38.2% (27.0%) -34.2% -27.1% 9.2% 9.6% (12.8%) 34.3% 26.4% 

GPM (%) 26.8% 22.0% 19.7% 18.9% 20.0% 21.9% 20.2% 22.8% 24.4% 

                    

SG&A (1,142) (1,031) (235) (228) (222) (291) (977) (1,164) (1,370) 

…% of rev (5.6%) (5.7%) -6.3% -5.5% -5.0% -6.1% (5.7%) (5.7%) (5.7%) 

R&D (964) (943) (182) (206) (221) (250) (859) (1,024) (1,205) 

…% of rev (4.8%) (5.2%) -5% -5% -5% -5% (5.0%) (5.0%) (5.0%) 

                    

Net profit 2,830 1,531 248 307 344 443 1,342 2,106 2,843 

…YoY 68.4% -45.9% -48.6% -32.2% 31.6% 32.5% -12.4% 57.0% 35.0% 

…QoQ     -25.9% 24% 12% 29%       

NPM (%) 14.0% 8.5% 6.6% 7.4% 7.7% 9.2% 7.8% 10.3% 11.8% 
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Financial Summary 
 

INCOME STATEMENT 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Revenue 14,687 20,274 18,014 17,138 20,422 24,036 

Cost of goods sold (10,754) (14,837) (14,045) (13,677) (15,775) (18,161) 

Gross profit 3,933 5,437 3,969 3,461 4,647 5,875 

Operating expenses (1,659) (2,152) (1,985) (1,855) (2,220) (2,613) 

SG&A expense (899) (1,142) (1,031) (977) (1,164) (1,370) 

R&D expense (711) (964) (943) (859) (1,024) (1,205) 

Others (49) (46) (11) (19) (32) (38) 

Operating profit 2,274 3,285 1,984 1,606 2,427 3,261 

Other income 5 6 2 2 2 3 

Other expense (12) (11) (14) (13) (16) (19) 

Other gains/(losses) (70) 132 (80) (56) (50) (99) 

Interest income 11 46 56 63 65 70 

Interest expense (121) (139) (171) (161) (162) (157) 

Other income/expense (4) (9) (4) 3 0  0  

Pre-tax profit 2,083 3,310 1,773 1,443 2,266 3,058 

Income tax (283) (385) (141) (115) (180) (243) 

After tax profit 1,800 2,925 1,632 1,328 2,086 2,815 

Minority interest  120 95 101 (13) (21) (28) 

Net profit 1,681 2,830 1,531 1,342 2,106 2,843 
 

 

BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Current assets 9,716 14,720 14,232 12,867 14,615 15,478 

Cash & equivalents 850 2,287 3,106 3,457 3,342 3,958 

Account receivables 4,888 6,120 5,582 4,747 5,883 5,970 

Inventories 2,519 4,520 4,084 3,410 3,937 4,024 

Prepayment 20 24 24 21 26 30 

Other current assets 1,439 1,769 1,436 1,231 1,427 1,495 

Non-current assets 8,642 9,711 10,963 11,350 11,382 11,352 

PP&E 6,374 7,071 7,866 8,356 8,588 8,646 

Right-of-use assets 0  73 44 38 34 31 

Deferred income tax 120 158 220 225 234 245 

Intangibles 435 399 399 373 347 322 

Goodwill 97 19 0  0  0  0  

Financial assets at FVTPL 0 0 25 (4) (24) (40) 

Other non-current assets 1,616 1,991 2,410 2,361 2,203 2,149 

Total assets 18,357 24,431 25,196 24,217 25,998 26,829 
       

Current liabilities 6,804 7,253 7,377 6,486 6,843 5,910 

Short-term borrowings 2,157 1,693 1,558 1,187 1,279 337 

Account payables 2,903 3,296 3,386 2,235 2,519 2,456 

Tax payable 125 173 50 65 61 67 

Other current liabilities 1,088 1,330 1,835 2,664 2,517 2,617 

Contract liabilities 32 28 20 24 28 33 

Accrued expenses 498 733 529 311 440 399 

Non-current liabilities 910 2,312 2,522 2,150 2,406 2,797 

Long-term borrowings 605 1,590 1,175 1,083 1,319 1,680 

Bond payables 0  300 800 500 500 500 

Obligations under finance leases 0  66 39 35 39 39 

Deferred income 267 321 108 122 121 130 

Other non-current liabilities 38 35 400 410 427 447 

Total liabilities 7,714 9,565 9,899 8,636 9,249 8,707 
       

Share capital 2,291 2,312 2,327 2,324 2,324 2,324 

Retained earnings 3,690 5,386 5,355 5,498 6,449 7,530 

Other reserves 3,908 5,399 5,816 5,974 6,212 6,532 

Total shareholders equity 9,889 13,096 13,498 13,796 14,985 16,387 

Minority interest 754 1,770 1,798 1,785 1,764 1,736 

Total equity and liabilities 18,357 24,431 25,196 24,217 25,998 26,829 
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CASH FLOW 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Operating       

Profit before taxation 1,800 2,925 1,632 1,328 2,086 2,815 

Depreciation & amortization 531 673 726 798 871 939 

Change in working capital (832) (1,935) 108 836 (1,534) (62) 

Others 258 113 354 64 93 (21) 

Net cash from operations 1,758 1,776 2,820 3,027 1,516 3,671 
       

Investing       

Capital expenditure (1,761) (1,787) (1,534) (1,614) (1,343) (1,387) 

Others (72) (93) 341 458 465 511 

Net cash from investing  (1,833) (1,880) (1,193) (1,156) (879) (876) 
       

Financing       

Dividend paid (1,101) (1,161) (1,619) (1,209) (1,080) (1,598) 

Net borrowings 697 404 800 (315) 327 (581) 

Others 189 2,155 171 (0) (0) (0) 

Net cash from financing  (215) 1,398 (648) (1,524) (752) (2,179) 
       

Net change in cash       

Cash at the beginning of the year 1,051 818 2,105 3,095 3,446 3,331 

Exchange difference 58 (6) 11 4 0  0  

Others (290) 1,293 979 347 (115) 616 

Cash at the end of the year 818 2,105 3,095 3,446 3,331 3,947 

GROWTH 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Revenue 10.9% 38.0% (11.1%) (4.9%) 19.2% 17.7% 

Gross profit 11.5% 38.2% (27.0%) (12.8%) 34.3% 26.4% 

Operating profit 17.0% 44.4% (39.6%) (19.0%) 51.1% 34.4% 

Net profit 16.0% 68.4% (45.9%) (12.4%) 57.0% 35.0% 

PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Gross profit margin 26.8% 26.8% 22.0% 20.2% 22.8% 24.4% 

Operating margin 15.5% 16.2% 11.0% 9.4% 11.9% 13.6% 

Return on equity (ROE) 18.0% 24.6% 11.5% 9.8% 14.6% 18.1% 

GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Current ratio (x) 1.4 2.0 1.9 2.0 2.1 2.6 

VALUATION 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       
 

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets. 
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