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Company Report

FUFENG GROUP LTD(00546.HK)

A cost leader in China’s MSG industry

Fufeng Group is the largest MSG producer in China. The company
MSG products accounting for 25% of Chinese market share and 20% of
world market share. The company’s customers mainly are food
processing enterprises, catering enterprises and the company will
expand its sells channel to the end customers in the future. We forecast
that net profit can grow by a CAGR of 26% from 2010-2012. Our TP is
HK$9.7, based on 13X10PE. We initiate the company stock with a buy
rating.

The largest MSG producer in China  Established in 1999, the company
is the largest MSG producer after 10 year’s development. Currently, the
company is accounting for 25% of the China’s MSG market share and 20%
of the global MSG market share. The company targeted a 40% market share
of China’s MSG market in the future.

Cost leader in MSG industry  The Company”s production base is in
proximity to the raw materials production areas, thus it enjoys a higher GM
and net profit margin comparing with industry average. The new production
base in Northeast China will continue to decrease the company raw material
cost

Key to expand in consumer sells channel The Company is key to
expand its consumer sells channel. Currently, Company sales are mainly
coming from food processing business, catering business and supermarkets.
We believe the company is benefitting from the double digit growth of
catering and food processing enterprises.

Valuation and rating We forecast that the MSG price RMB9000/ton in
2010 and volume growth coming from the new capacities added in 2009. We
forecast that 2010-2012 EPS is RMB0.66,0.87 and 1.04 . Our TP is HKD?9.7,
based on 13X10PE. We initiate the company stock with a buy rating.
Financials

RMB mn 2008 2009 2010E__ 2011E __ 2012E
Revenue 3585 4633 6208 8072 9710
Growth(%) 47% 29% 34% 30% 20%
Net income 295 928 1088 1443 1727
Growth(%) 554% 215% 17% 33% 20%
EPS (yuan) 0.18 0.56 0.66 0.87 1.04
DPS (yuan) 0.10 0.25 0.16 0.22 0.26
P/E (X) 32.5 10.3 8.8 6.6 55

P/B (X) 5.5 4.0 2.9 2.2 1.7

ROE (%) 17% 39% 33% 33% 30%

Source: Company data, CMS(HK) estimates

=10}

(Initial coverage)

TP: HK$9.7

Current price: HK$6.5
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Key data

HSI Index 21867.04
HSCEI Index 12855.31
S/O (mn) 1660
S/O (HK) (mn) 1660
Mkt cap (HK) (mn) 9246
BVPS (HKD) 1.44

Major share holder Holding (%)

Free float 41.50

Industry F&B

Share performance
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294.7
1500 1296. 4 300 236.2 2405
F 200
1000 625.3 116
500 J 100 r : 45.1
. ‘ ‘ ‘ ‘ ‘ o L N ‘ .
2004 2005 2006 2007 2008 2009 2004 2005 2006 2007 2008 2009

TR RR: A A BHIES (F4)

3. ETEMA KRG

B RERAM A RIR) B RAR I R A 2K, WA b HABIT50%. 2~
a6 A FARWE S AT B ERFRERTRFF 6T, A8 69 RAMARR
BRAR S BMINI R, Wm20105F A R E AR R 46 A RS A
T REHFR Y R EAAMAL000T; oL, A5 EZWAEET Hb )
INE) FE b4k b 84 S ARTT VAR E NI R G . ANE]) 69RO R,
BRGERRE, HERASL, FERTAMI KA, f£RAHEE
b, N 5 FHH KM AR —ARFEL, MAASKROBEELTY b
. wE R QAR FRRES, BAHRROERRAZL
A =nZ—.

B17: wkdE R AXIZ (20094 ) B18: & REARARS (20094 )

e St Fee
22.7%

R
56. 0%

33
30. 7%

FARR: ~a M BEES (FF)

2E] RALR B B AR —FHRARA 8] A BRI F R R
RAIIEL, FaA207 vbokdly, 167 v BB, 28] 2H A8 K 8RR
AT b T B & AR G b4k, 1M R A 5007 iy B oK AR
R, BRHAwI T BRI Lo S5 B, BERMAELA K ERELA
., AR B A E20115 F FF4% %,
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AEFI ¥gsnad /8] TR+ 20105F £ A R FAZNS.61C T4 4
PaE L), BILE T 87 wh ) A REVABAL K AFT LT An f RAVKIE LK,
TTUALR LRV A AR, AT EGE T 20105 R R, ) ks
BT AR BERAR 2 B BB i A 09 7~ fE.

&3 FAREFAFL

HH FRyk FAFX(F FIwE ZIE
FARM)

A T 20%wkekdE, 16776 600 2010.5 2H2011

20 77 vhovk A RERL. 207 vLJIE

A" e B 107 A R A

"R F A SRR8T L 500 2010.3 1H2011

RER E

A %+ 50000k R 4B 40 2010.1 2H2010

5000 =t &

#& 0 E

Bt 1200

TA R IR 8] FA BRIEA (F#)

4. BHEZHZMESN, 14T ENR

R FRARAL AR RS 4G 8 R, HxasrdEa. (1) 2007
HF, NE AN REFHATLEN, 2007 4, FA5ATLZ 48T, Fod
& FE R B ARMAS K g £ K 30%, 4 E kb A Ak @ 1B A KR AR T,
o2 B EFEM, B R, FRREA FRESL GRAFAT LTI,
HR B, 2007 SRE9 MK kAN 8] 2007 SFEAR LA E T A 10%,
| RIREAETEE 31%, Hak 2008 4 TFF4, AEMREE L
BFIT 20 3K, (2) 2000 4, BUFMRAIEE =6k, 28X BBREH
AT ELL, 2009 SFAT L FLAR BRF& T A% ALK, 2009 SF
F IR NAE KK, TR EREANERER I 30%. L
AT F, 2009 Sk, 8] EAAGATILE) T G ERL R T 25%, &) F=
Mt b B AE 6T 50 50%. (3) A8 FRKAE LELFRXAGK
% M E S-S LSRRt L) Y R ES 2y
.
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A19: A8 g RREAF B20: 23] BAKEAR

38% 35%

35%
04 |

3% o | 0%
|
2% BT
ol

30% 20%

% 5% |

26%
10%

4%

0 L
2% 5

20% 0%
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009

FTHRB: A3 FH BEIEA (FF)

5. a8 FsiRM, FRITGAEEKE

o8] B AL B R A TR RBA Brkdh, @il fest), &4
FIUR = bk FagE—3R T 6 5 S, N8 AL T E kAR IR, 8] 09T
= S B AE 2003 FAENJE, 2009 K 69 7 4% 42 4 3] 35000 vh, A
3] 2011 SFJR AL 2] 44000 v, AN 8) LA RALHE — KO FRIRAE
TR T BRIR.RAHRF 8] 7 SurAsh, A3 £ 2009 i AT 17500
vkt E R b Fe 5000 v 69 A 69 5 fE, 8] Tt 2010 X B G bk
LYK, W8 AR BB . Ef F Ak B R ER T dn, XS ARR AR
o8] G 75 Ak bk, KA A 09— AN 4556. FRiHA 8] 2008 SF it 49
AP AL E 25 R R AE R BB A B & St N, EARR T X H
BT & b, NG BEQIEND 5-6 FH 4. BAVIAA L E) £ F7 6970 B
ERFRAT, Z2REALTAGE R A— LA BIRGHATE S LB
8] — AL K AT 1] a9 B R Ak -

R4 AR BIA it

AP Y1 2008 2009 2010E 2011E
oRAFTER S

MSG 171667 305000 540000 640000
B2 R 275000 350000 460000 540000
REsE 405000 460000 560000 660000
AR 100000 100000 100000 100000
I oRh 17500 35000 35000
Ay 5000 10000 10000
L 2500 5000
* R 21000 32000 41000 44000

TARIB: 8] T BRIEA (53
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6. ¥R FREMMHE

INE) Z AT B BAKE DR B ARG T e DRI E B4 E 4 H bR
B, Tk LA E AL, R RAATAREE. NG A
SR BRI R SRR, T E B R RAITERNG T oe, 8] 8
TeANE B AT 2 245 H 095 R, A8 45 E A T400-500A, RALIR 54
10004 B A& P #2364 ISP E P . Askora] it RIZ & Tt duhf, 57K
H R RE A E . 20005505 S T HADFL, REBAERAT IR
J .o BRTEeRiR . B AR . R, RAVANHE %
FEoueAt A, KR Y kGt BRI 69 ORI

& 5. N8 okt

S i T &3 R .

7= & A A AR SRR, &
SRR, ekt

E B Fr 2000 2002

FA KRR & FA BRIES (FH)

&, BAFN

M ERNBELER, AENBEARTR B T #14+20104F kA%
TIGEE AT, TR B R4 LA R A R
. 094 FvaEE, skAFM SRS LK F] 1200070/, 2R 2457
B 5E k. 20104F1-2 A roktg M45 = 3% 2] 9000 T/, 341171+ 20104F
kA o - BN A ) Pl B KA 5%-10%2 4]

P KRBT 2009 438 T 7 Hob AR BT 4L, 15 Fod
kA, 10 Febfekt. AV H738 7= fe e 2010 SR makdl 230K, &K
TR eRAG S 38 hn 32%, &R JI4l 238 e 40%.

BA LK, W REP) RGBAK IR RAMNHAF LRIV R,
TR FA A ERA I TR, T4 0 LA R QA TR, A3 IAA
A SR ok A A A 25%-28%Z 18] 174 R K, BATFRIT A4 26 R
ik %) 27.5%.
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A 21: 2RMAEEY A 22: BRMEAS
- . 7 JE g iedp a P R
AR T 40 SR 2 ik ARAM
1600 540
420
a0 490
360
1400
3
1300 240 |-
1an
12 170
[5i1]
11']0 1 1 1 1 1 1 1 1 1 1 1
|:| n n L n n n n L L
of- - - 0t 0 08 08 0 08 md- o 0d- m- - 0f- 07- 07- 07- 08 08- 08 08 09- 09- 0% 09 10
A Mpr ol Oct den fpro b Oct e Apr .l Od S Jan Apr Jul Qct Jan Apr Jul Ot Jan Apr Jd Qo Jen

TA KRB 8] FA  BEIES (FE)

%R AT H FRIH4H 2 % 38 3 ) 4 e 8%-9%49 KT, 23] 4K 42
RRAFEEATK, £2RFAHHALEE B A E P &)L AR
Av, 3] 2009 4 AE E KT LB 20%, AT KR A 7%-8%.

& 6: NI BEFHE

EERAR 2003 2004 2005 2006 2007 2008 2009
EFRAES 16.1% 17.3% 24.5% 19.9% 10.2% 18.0% 30.2%
HEFAE 1.9% 12% 36% 35% 43% 46% 4.7%
TEI X E 26% 34% 27% 23% 4.6% 40% 4.2%
W G A B 03% 05% 07% 08% 18% 12% 05%
ZEAF 12.1% 12.9% 18.9% 14.8% 2.0% 10.3% 22.6%
o) E % 7.9% 11.3% 182% 135% 1.8% 8.2% 20.0%

A RR: & FA BRIES (FH)

16485 B A FR #ANFN 2010-2012 F EPS 4% % 0.66. 0.87 Ao
1.04 7L, 2010-2012 4F4-FIA 45 B 434 K 45 25.9%. #E{A L, &ATA
H 2 3] WA L AR A5 T 3 49 TR T B IR F — R4 4
{EEM. BREAETF (1) kST 2005-2009 445 & N E A% 3%, % H)
AR 22%, MG RKRERT NG, N R R T LA T —T
fEMEEN . (2) RARRGEF R EZEMS, RETARFE
BERARE, HEKRN189%K A TFE, 521%k 8 TAH., KAIAH
NG EEANELFE AR, ZET P ER ST LA REAR L FHik
K, BEA4T 13X10PE 2 X6 a). RAVEGIEEL B 4704 9.7
AT, BTG FAGRA.
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AT AR BT

ARTEFL 2008 2009 2010E 2011E 2012E
2R 1,053.3 720.6 734.0 809.2 926.1
T 1,004.4 2,245.3 3,260.2 4,621.3 5,711.9
fesk 380.1 361.5 451.1 535.6 590.5
F R 451.7 408.1 599.9 772.4 994.4
R 163.0 245.2 350.6 424.2 467.1
IR S 509.8 557.5 732.0 829.4 939.7
H A 23 95 80.0 80.0 80.0
B 3,585 4,633 6,207.8 8,072.0 9,709.8
FARR: A8 T BHIES (F4) TR
32 = o8] Lt RAFHN# 0 S T R BA R IR AR, FEOF
FIEMR T RATTRA.
& 8: fE{AER
3] WA (BHFEL) AHEBBON(09) #F1E (09) EAF AFERE  10PE
A (EFR) 191 122. 24.7% 6.2% 10.6
R E 6631 -722 30.0%  -09% 377
E AR 934 12.5 15.2% 0.6%  388.3
EF LR 1423 928 30.2% 20% 9.7
FARR: N ER BHIES (F5)
E AERAAEAAREAARTE B
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B W4T &
= RE AlE &
Ltz w77 2008 2009 2010E 2011E 2012 |#43: &7 2008 2009 2010E 2011E 2012E
Uik 1175 1608 2117 3034 4342 Bl 3585 4633 6208 8072 9710
NAe 225 343 366 770 1623 Bk A (2941.0) (3233.3) (4500.6) (5811.9) (6991.0)
R H AT 0.0 0.0 0.0 0.0 0.0 BABEET e 0.0 0.0 0.0 0.0 0.0
AT TG 43 26 20 20 20 2 F (166.4) (215.7) (291.8) (379.4) (456.4)
Rl E & 548 688 955 1242 1494 1% (142)  (195) (261) (339)  (408)
2 R 0.0 0.0 0.0 0.0 0.0 W 4% A (43) (25) (26) (25) (18)
B 356 551 776 1002 1205 = R AL B 0.0 0.0 0.0 0.0 0.0
Hiw 3 0 0 0 0 INFAE TSI 0.0 0.0 0.0 0.0 0.0
E| Kk 2088 2653 3496 3987 4439 AW 321 599 807 1049 126.2
¥ ERARIL A 0.0 0.0 0.0 0.0 0.0 EdF|iHE 3254 1023.6 1209.3 1621.6 1962.9
B &K 1955 2508 3359 3852 4305 R N TN 0.0 0.0 0.0 0.0 0.0
T Lo ARE 2 132 140 138 135 133 Bk 0.0 0.0 0.0 0.0 0.0
HAb 0 5 0 0 0 ABEEH 3254 10236 1209.3 1621.6 1962.9
=X 3262 4261 5613 7022 8781 P11, (30.7) (95.3) (120.9) (178.4) (235.5)
Ak 1170 1572 1800 2237 2630 #&A)i 295 928 1088 1443 1727
%2 HE 276 418 300 300 300 bR R B 0.0 0.0 0.0 0.0 0.0
AT A 888 1140 1500 1937 2330  EAE B ESF] 295 928 1088 1443 1727
T 0 14 0 0 0 EPS (&) 018 056 066 0.87 104
Haw 7 0 0 0 0
¥R K 350.726 295.101 550 350 350 E EMEIbE
K ek 312 180 500 300 300 | 2008 2009 2010E 2011E 2012E
Hpb 39 115 50 50 50 #ERkER
fEAit 1521 1867 2350 2587 2980 R TN 47% 29%  34%  30% @ 20%
MR 169 169 169 169 169 EI 669%  185%  18%  33%  20%
ik 1572 2225 3094 4265 5631 A 554%  215% 17%  33%  20%
R & 0.0 0.0 0.0 0.0 0.0 ZkAEEH
VIR R R 0.0 0.0 0.0 0.0 0.0 ERIES 18%  30% 28%  28%  28%
BN 8] BT AR 1742 2394 3263 4434 5801 A F 8% 20%  18%  18%  18%
KA BAR AT 3262 4261 5613 7021 8781 ROE 17%  39%  33%  33%  30%
ROIC 14%  38%  33%  32% @ 29%
AEATER et h
Ltz w77 2008 2009 2010E 2011E 2012E KERIER 466% 43.8% 41.9% 36.8% 33.9%
2 EEH AR 449 586 1217 1711 2042 AR E 18.0% 14.0% 143% 85%  6.8%
A A)H 1088 1443 1727 AR 1.00 102 118 136  1.65
I8 PAh 262 319 359 #F P E 0.92 092 089 105 135
W% 5% ) 26 25 18 EBERH
FHKE 0 0 0 = RER 1.10 .09 111 115 111
TIEFEE) (140)  (76)  (62) BB 8.3 5.9 5.8 5.8 5.8
re (19) 0 0 JMK 4 6.5 6.7 6.5 6.5 6.5
BEEFHALRK (399)  (223) (1110) (810) (810) FATIRR B 4 3.3 2.8 3.0 3.0 3.0
TR A (1110)  (810) (810) A& FH#+ ()
H LA 0 0 0 B 0.18 056 066 087 1.04
ERFHIAR (54)  (245) (84) (497) (379) HEHRzEN 03 0.4 0.7 1.0 1.2
A H) 202 (200) 0 AT 1.0 1.4 2.0 2.7 35
37 IR 3G Ao 0 0 (0) 15 XA 0.10 025 016 022 026
FARAARIEG Hn (26)  (25) (18) fEMEFE
PEA 4B (219) (272) (361) PE 32,5 10.3 8.8 6.6 55
A, (41) 0 0 PB 55 4.0 2.9 2.2 17
A8 iR (4) 118 23 404 853 EV/EBITDA 295 10.4 7.3 55 46

TA R IR B IRE. BRIEA (F3)
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EA FRHAPEAN A R R 124 B 45T 34540 £ F-20%04 £
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Gl FRERM A2 AR 124 A 3T 3 48 80 B A 3 T 3k 10%04 1

#HFRF TR AN A R K124 P 42T 3% 45 4 F $£10-20%-Z19)

£ FREARMFE R K 12 A A AR T 94540 F 3% 20%0A £

f Ao =&

AR B B RS (B) A PR3] 3148, BREA(BR)IBA T BIEA BN F 5 URE R A(SFC) AT L 898 Lhk R 5

B SFC 318 (GEARIREH) #TRYE. BRIEAGER)BMTHLZ2TLEOES 1 £CGEARY). F 2 £EHREH4 R
5). % A LGLIEARBENL). % 6 KEEAMBTRBEENL)E 9 R@REK ZFHE). A RS T 2 & AL,
HOF TR BAT P A AR X ARk TR A, . R, AR S

AIRAE 6915 &R IR T B IEA(FHB)IAA T 38 69 AT FoAt oK 8] Af X 43 Qe A . A UM A 0 B 3 RARAEAT IR
iE. BRIES(EA)T R LEIRE TR E. FNAETEF B RRERBETH XL L9l 4. Koa) AL E R A
AR AR B A B PT 5| R AT AR B RAM . BT AR g e H 8k 2 R T8 A ARE TR A &
Folz B3t G AT RIRA0 4 64 KU, BLAZ K L 2 AR 6948 K B ATA M 4K S JE AR EAE R ) T3 Rk .

PR RS (B R T T GE2FA RS T T IRE) A 8) BT RATGIE A3k ~F FH 4T ) 38 7T 48 43X b 8] A 3 S IR
R FARAT SRS . AIRE AT B R IERA(FR) A , R Z P B FTETHMF A ATIF AR RERR . % F= T
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FRHVFIRR G ) 39— 48 4
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