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SinoMedia Holding Limited [Stock Code: 00623]

Joint Global Coordinators, Joint Bookrunners, . Morgan Stanley Asia Limited
Joint Sponsors and Joint Lead Managers " Cazenove Asia Limited
Sector : Media

Business : Provide TV advertising coverage for advertisers and advertising agencies

Total share offer: *139,400,000 shares Business of SinoMedia

(25.0% of the enlarged share capital) SinoMedia is a leading privately-owned media
) advertising operator in China that focuses on
Public Offer: 13,940,000 shares (10%) providing nationwide TV advertising coverage. It
Placing: 125,460,000 shares (90%) is the largest privately-owned underwriter and the
Greenshoe: 20,910,000 shares overall second largest underwriter of TV

N advertisement time for CCTV, China’s largest TV
*Comprising 125,460,000 New Shares and advertisement time supplier, in 2007.
13,940,000 Sale Shares

In addition, SinoMedia have obtained the right to

Price: HK$2.63 — HK$3.48 per share sell TV advertisement time on Jiangsu TV City

Channel and Shenzhen Satellite TV Channel
Market Cap: since 2007, as well as the exclusive right to sell
HK$1,466 million — HK$1,940 million all the advertisement space in “Tourism”, a

nationally distributed magazine, since 2004.

U dited f FYO8E PER: . .
naudited pro forma As of 18" June 2008, over 300 advertising clients

11.1x - 14.7x . L

have directly or indirectly purchased
Adjusted NTA per share: advertisement time on its advertising resources.
RMB$1.09 — RMB$1.26 Its clients include international companies such as

BMW, FedEx and Korean Air and domestic
Staffing: 177 (as of 30" April 2008) companies such as China Unicom, ICBC and

Ping An Insurance. It also provides services to
HK Public Offer period: many local government agencies, such as Dalian
25" June 2008 — 30" June 2008 Bureau of the Information Industry, Sichuan

Tourism Agency and Jilin Tourism Agency.

Receiving banks: For the 3 years ended 31% December 2007,

ICBC (Asia) Limited

Standard Chartered Bank (Hong Kong) Ltd SinoMedia’s revenue incr_eased from RMBZQO.lm
in 2005 to RMB364.7m in 2007, representing a
Share registrar: CAGR of 25.9%.

Computershare Hong Kong Investor Services Ltd

Listing date: 8" July 2008

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document nor its contents shall be construed as an offer, invitation, advertisement, inducement or representation of
any kind or form whatsoever. The information is based upon information, which we consider reliable, but accuracy or
completeness is not guaranteed. Opinions expressed herein are subject to change without notice. At time of this report,
East Asia Securities Company Limited has no position in securities of the company or companies mentioned herein, while
its group companies may from time to time have interests in securities of the company or companies mentioned herein.
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Shareholding Structure after Listing (Assuming the over-allotment option is not exercised)

Golden Bridge Int'l Culture Ltd — ultimately owned by a discretionary trust for the benefit of:
Mr. Chen Xin, the Chairman and an executive Director;
Ms. Liu Jinlan, (wife of Chairman Chen Xin), CEO and an

. . 36.9%
executive Director,;
and charitable organisations approved and registered under the
Ministrv of Civil Affairs of the PRC
Merger Holding Services Company Ltd, — ultimately owned by 4 discretionary trusts for the
United Marine Enterprise Company Ltd, benefit of the close relatives of Mr. Chen Xin and Ms. 0
- : ' N 17.0%
Digital Finance Service Company Ltd, Liu Jinlan.
SinoMedia Investment Ltd
Bain Capital CTVGB Holding Ltd — ultimately owned by the Bain Capital Funds, which are
managed by affiliates of Bain Capital, LLC, a global private 21.1%
investment firm.
Public Investors 25.0%
100.0%

Use of Proceeds

Net proceeds from the offer are estimated to be HK$301.5 million (Assuming the over-allotment option is
not exercised, and at an issue price of HK$3.055 each, being the mid-point of the indicative price range)

HK$ million
For strategic acquisitions of businesses 211
Fpr_ acquiripg more advertising resources from CCTV, other regional TV stations and 60.5
digital media
For working capital and other general corporate purposes 30
Financial Highlights
Year ended 31° December
2005 2006 2007
RMB’000 RMB’000 RMB’000
Revenue* 230,124 263,657 364,702
Gross profit 68,794 108,454 126,845
Operating profit 30,294 74,780 79,630
Attributable profit 26,641 61,319 42,316
Gross margin 29.9% 41.1% 34.8%
Operating margin 13.2% 28.4% 21.8%
Net margin 11.6% 23.3% 11.6%
Remark: (*) The figures are net of sales taxes and surcharges
Revenue Breakdown by product (% of Total Revenues)
Year ended 31° December
2005 2006 2007
RMB’000 % RMB’000 % RMB’000 %
Advertising Service
CCTV 205,456  86.2 261,474 95.1 344,850 90.9
Regional TV 0 0.0 0 0.0 22,990 6.1
Others 25,240 10.6 5,488 2.0 5,922 1.6
Agency services & Others 7,635 3.2 8,042 2.9 5,560 1.4
Total revenue 238,331 100.0 275,004 100.0 379,322 100.0
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Strengths/Opportunities

v

Positive industry outlook In the PRC, the growth in advertising spending has consistently exceeded
growth in the GDP for the years 2001 to 2007. It is also expected that China’s advertising spending will
continue to grow and reach RMB193.8bn by 2010, representing a CAGR of 17.3%. In addition, TV has
attracted the largest percentage of advertising spending in China among all media resources, with
RMB47.1bn or a 39.2% share of China’s total advertising spending in 2007, out-casting other media
like newspaper, outdoor, radio and magazine. This looks set to be beneficial to the future development
of SinoMedia, which has its prime focus on the TV advertising services.

Diversified client base SinoMedia has over 300 advertising clients but none of them contributes for
more than 10% of its revenue. Such low concentration of clients suggests that the Company has better
pricing power.

Undemanding valuation Based on the mid-point of the indicative offering price, the expected P/E
multiple of SinoMedia in FYO8E is 12.9x. Compared with the closest rival, Qin Jia Yuan Media (02366),
which principally engages in the provision of media services in the PRC, with FYO8E PE ratio of 14.4x,
valuation of SinoMedia looks undemanding.

Weaknesses/Threats

X

Very low bargaining power with its supplier, CCTV In 2005, 2006 and 2007, 86.2%, 95.1% and
90.9%, respectively, of the Company’s gross revenue was generated through selling advertisement
time on CCTV to its clients. Any significant change of CCTV’s pricing policy will have material effects
on SinoMedia’s profit margin.

Increasing competition Owing to the fact that the PRC advertising industry is highly fragmented and
full of small TV advertising agencies & TV advertising operators, SinoMedia, without an exclusive right
to purchase the advertising resources from CCTV, may not be able to maintain its existing market
shares in the future.

Recommendation: Unattractive
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of
The Bank of East Asia, Limited (BEA).

The research analyst primarily responsible for the content of this report, in part or in whole certifies
that the views on the companies and their securities mentioned in this report accurately reflect his/her
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be,
directly, or indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. The
information is based upon information, which East Asia Securities Company Limited considers
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein
reflect a judgment as of the date of this document and are subject to change without notice. Any
recommendation contained in this report does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific addressee. This report is not to be taken in
substitution for the exercise of judgment by respective readers of this report, who should obtain
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or further communication given in relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities mentioned
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking,
investment banking and other banking services for these companies.

BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.

This document is not directed to, or intended for distribution to or use by, any person or entity who is
a citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.




