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Main Board Listing – Research 
海峽石油化工控股有限公司 

Strong Petrochemical Holdings Limited [Stock Code: 00852]  
 

Sponsor : China Everbright Capital Limited 

Bookrunner and Lead Manager : China Everbright Securities (HK) Limited 

Sector  : Energy 
Business : Trading crude oil, petroleum products and petrochemical products 

Total share offer: *100,000,000 shares 
 (25.0% of the enlarged share capital) 
 
Public Offer: 10,000,000 shares (10%) 

Placing: 90,000,000 shares (90%) 

*All 100,000,000 shares are New Shares  

Price:  HK$2.5 per share 
 

Market Cap: HK$1,000 million 
 
Historical FY07/08 PER:  10.8x 
                         
Unaudited pro forma NTA per share: HK$1.44 
 
Staffing:  22 (as of 18th December 2008) 

HK Public Offer period: 
23rd December 2008 – 2nd January 2009 
 
Receiving bank:  
Standard Chartered Bank (Hong Kong) Limited 
 
Share registrar:  
Tricor Investor Services Limited 
 
Listing date: 12th January 2009 

Business of Strong Petrochemical  
Strong Petrochemical principally engaged in the 
trading of oil products. The oil products traded by 
the Company can be categorized into crude oil, 
petroleum products and petrochemical products.  

Through its operating subsidiaries in Hong Kong 
and Macau, the Company procures the trading 
products mainly from Oil Majors such as Chevron 
USA Inc, and other international oil trading 
companies. The purchases from those companies 
amounted to 91.3% and 93.1% of the total 
purchase during the financial year ended 31st 
March 2007 and 2008 respectively. 

On the other hand, the Company mainly sold 
crude oil and petroleum products to China 
through the Five State-owned Licensed Import 
Agents namely PetroChina, Sinopec, CNOOC, 
SinoChem and Unipec. The aggregated sales to 
them accounted for 97.4% and 91.9% during the 
same periods.  

To enhance the competitive advantage, Strong 
Petrochemical positions itself as a niche player 
focusing on satisfying immediate and unplanned 
purchase demands from the Five State-owned 
Licensed Import Agents by supplying oil products 
within a short time frame.  

 

Shareholding Structure after Listing  

Forever Winner International Ltd. – ultimately and equally owned by: 
Mr. Yao Guoliang, an executive Director and the chief executive officer and 
Mr. Wang Jian Sheng, an executive Director and the chairman  
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Use of Proceeds 
Net proceeds from the offer are estimated to be HK$218.3 million at an issue price of HK$2.5 per share. 

 HK$ million 
To finance the Nantong Project, which involves the construction of storage tanks, 
pipelines and other relevant infrastructure 106.2 

To be used as pledged bank deposits for expanding its oil trading business 46.8 
To inject capital to the Tianjin Company, which is 15% owned by the Company 43.5 
For working capital requirements and other general corporate purposes 21.8 

 
Financial Highlights 

 Year ended 31st March 7 months ended 31st October 
  2006 2007 2008 2007 2008 
  RMB million RMB million RMB million RMB million RMB million 
Revenue 5,328.3 5,138.7 4,211.2 2,660.7 4,808.6 
Gross profit 98.0 187.4 108.2 51.8 (45.8) 
Attributable profit 81.3 135.8 92.7 37.9 110.6 
Gross margin 1.8% 3.6% 2.6% 1.9% (1.0%) 
Net margin 1.5% 2.6% 2.2% 1.4% 2.3% 
 
Revenue Breakdown by product  

 Year ended 31st March 7 months ended 31st October
(RMB million) 2004 % 2005 % 2006 % 2007 % 2008 %
Crude oil 3,418.4 64.2 3,763.9 73.2 3,327.1 79.0 2,058.1 77.4 4,091.3 85.1
Petroleum products 1,909.9 35.8 1,317.5 25.6 776.4 18.4 529.6 19.9 629.7 13.1
Petrochemical 
products 0 0.0 57.3 1.1 107.7 2.6 73.0 2.7 87.6 1.8
Total 5,328.3 100 5,138.7 100 4,211.2 100 2,660.7 100 4,808.6 100

 
Strengths/Opportunities 

9 Targeting wholesale and storage operations Strong Petrochemical is planning to construct a 
number of storage tanks under its Natong Project and Tianjin Project. Together with the possible 
obtainment of relevant business licences, the Company believes that it would enjoy the same legal 
status as the Five State-owned licensed Import Agents in selling petroleum products directly to the 
PRC customers in the future. 

Weaknesses/Threats 

× Low profit margins Strong Petrochemical principally engaged in trading oil products which is a highly 
competitive market as there are quite a number of oil companies providing similar services. Such 
competitive business environment dragged the net margin to only low single digit (2% to 3%) that 
makes the Company extremely vulnerable to the sharp decline in the top line.  

× Heavy reliance on a few major customers The aggregated sales to the Five State-owned Licensed 
Import Agents amounted to 97.4% and 91.9% for the past two financial years. Any unexpected 
cessation or reduction in the volume of business from them could adversely affect the Group’s 
business and financial performance.  

 
Recommendation: Unexciting 
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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. 
 


