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Company Report

FUFENG GROUP LTD(00546.HK)

High margin products will become new growth driver

Fufeng group announced 2010 interim results. Sales up 45.4% yoy to
RMB2.98Bn, profit attributable to equity holders up 30% yoy to
RMB460Mn. EPS reached RMBO0.32. The company proposed an
interim-dividend of RMBO0.11 per share. The Xanthan Gum segment
reached 20% of total gross profit in 1H2010 and another high
margin-product Threonine will become new growth driver in the future.
We maintain our EPS estimate from 2010-2012 as RMBO0.66, 0.88 and
1.11 respectively. We slightly revised up our TP to HK$10, based on
10X11PE and we reiterate buy rating of the stock.

Xanthan Gum accountted for 20% of the total gross profit  In 1H2010,
the Xanthan Gum sales volume increased by 128% to 19086 tons, while the
ASP is decreasing 8.5% yoy due to company’s strategy of market share
expansion. The company targets 60% of golobal market share in the future.

Glutamic acid was internally used The company ‘s Glutamic acid
sales only accountted for 3.2% of the total sales in 1H2010,.as most of the
glutamic acid were used internally in 1H2010. The company promotes Uo
brand in 2009 and the products currently were sold in 2000 supermarkets.

Threonine will become new growth driver in the future The
company established 5000 tons threonine product capacity in 1H2010 and
the capacity will reach 10000 tons at the end of 2010. we blieve the high
margin product(GM reaches 30%) will become new growth driver in the
future.

Valuation and rating We maintain our EPS estimate from 2010-2012 as
RMBO0.66, 0.88 and 1.11 respectively. We slightly revised up our TP to
HK$10, based on 10X11PE and we reiterate buy rating of the stock.

Financials

RMB mn 2008 2009 2010E__ 2011E __ 2012E
Revenue 3585 4633 6982 9168 11062
Growth (%) 47% 29% 51% 31% 21%
Net income 295 928 1099 1459 1851
Growth (%) 554% 215% 18.4% 33% 27%
EPS (yuan) 0.18 0.56 0.66 0.88 1.11
P/IE (X) 27.0 8.6 7.2 5.5 4.3
ROE (%) 17% 39% 34% 33% 31%

Source: Company data, CMS (HK) estimates
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Key data

HSI Index 21167.88
HSCEI Index 11759.74
S/O (mn) 1660
S/O (HK) (mn) 1660
Mkt cap (HK) (mn) 9014
BVPS (HKD) 1.44

Major share holder Holding (%)

Li Xue chun 47.35%
Free float 41.44
Industry F&B
Share performance
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Absolute return 0 21 46
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VN 1175 1608 2882 4110 5575  F KA 3585 4633 6982 9168 11062
N4 225 343 895 1510 2461 Bk A (2941.0) (3233.3) (5180.6) (6784.1) (8075.6)
R 0.0 0.0 0.0 0.0 0.0 | A G 0.0 0.0 0.0 0.0 0.0
oA &4 43 26 20 20 20 % (166.4) (215.7) (314.2) (430.9) (519.9)
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¥ B A LK 0.0 0.0 0.0 0.0 00 FLAE 325.4 1023.6 12284 1639.9 2103.1
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R 132 140 138 135 133 RSO 0.0 0.0 0.0 0.0 0.0
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KRR 1170 1572 2027 2561 2992  &#)iE 295 928 1099 1459 1851
42 Sk 2k 276 418 300 300 300 R R R 0.0 0.0 0.0 0.0 0.0
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Tl k2 0 14 0 0 0 EPS (&) 018 056 066  0.88 1.11
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P A 169 169 169 169 169 ERIX b 669%  185%  20%  33% = 27%
KANARL 1572 2225 3105 4290 5775 A 554%  215% 18.4% 33% = 27%
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AERER Ak e
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BEFHAAR 449 586 1228 1747 2169 B fifEeE 18.0% 14.0% 20.8% 16.4% 13.3%
A 1099 1459 1851 FHh 1.00 1.02 142 160 186
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BB E ) 729 0 0 B H 1.0 14 2.0 2.7 3.6
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Hp (41) 0 0 PB 46 3.3 2.4 1.8 1.3
A 38 Hoif (4) 118 552 615 951 EV/EBITDA 24.6 8.6 5.9 45 3.6
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