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Global coordinator and lead manager : J.P. Morgan Securities Ltd. 
Sponsor and bookrunner : J.P. Morgan Securities (Asia Pacific) Ltd. 

Sector  :  Technology Hardware & Equipment 
Business :  Provision of wireless network coverage solutions 

 

Total share offer: *238,000,000 shares 
(34% of the enlarged share capital) 
 
Public Offer: 23,800,000 shares (10%) 

Placing:         *214,200,000 shares (90%) 

Greenshoe:          35,700,000 shares 

*Comprising 151,200,000 New Shares and 
63,000,000 Sale Shares 

Price:  HK$2.96 – HK$3.55 per share  
 

Market Cap:  HK$2,072  – HK$2,485 million 
 

Pro-forma fully diluted FY07 PER:  10X – 12X  
 

Adjusted NTA per share: HK$1.10 – HK$1.24 
 

Staffing:  630 

HK Public Offer period: 
21st June 07 – 26th June 07 noon 

 
 

Receiving bank: Bank of China (HK) 
ICBC (Asia) 
 

Share registrar: Computershare Hong Kong 
Investor Services Limited 

 
 

Listing date:  5th July 2007 

 Business of Centron Telecom (Centron) 

Centron is one of the top three wireless coverage 
solution providers in China based on sales 
revenue for 2006. Centron provides most of the 
wireless coverage solutions to local affiliates of 
the 2 leading wireless operators in China, the 
China Mobile group and the China Unicom group.  

It provides customized wireless coverage 
solutions that expand the reach of wireless 
networks to areas with weak or no coverage such 
as high-rise buildings, highways, railways, tunnels 
and remote regions, including some of the most 
complicated topographic areas, including 
mountains, coastlines and grasslands.  

Centron’s wireless coverage solutions consist of 
project design, RF (radio frequency) product 
manufacturing, installation and testing, and after-
sales services. Its capabilities span a wide range 
of RF technologies and RF products, including 
repeaters, trunk amplifiers and RF modules, 
support transmission protocols including GSM, 
CDMA, PHS, WCDMA, TD-SCDMA, CDMA2000 
and digital TV.  

 

 
 
Major Shareholders after Listing (Assuming the over-allotment option is not exercised) 
Mr. Dai Guoliang, the Chairman and executive director, through Oriental City Profits Ltd. 39.30% 
Cathay Capital, a private equity firm, through Cathay Mobile Communications Ltd.  15.00% 
Mr. Selwyn D. Sussman, a founder of Cathay Capital, through Molatis Ltd. 6.75% 
Other individual investors 4.95% 
Public investors  34.00% 
 100.0% 
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Use of Proceeds 
Net proceeds from the offer are estimated to be HK$527 million. (Being the mid-point of the offer price 
range [HK$3.26 per share] and assuming the over-allotment option is not exercised) 
 HK$ million 
For the second phase of construction of new facility in Xunmei Industrial Park, 
Quanzhou 170 

For the purchase of manufacturing and testing equipment 140 
For long-term research and development expenditure 50 
For the expansion of domestic sales and marketing channels 75 
For the establishment of overseas sales and marketing channels 50 
For working capital 42 

 

Financial Highlights 

 Year ended 31st December 
RMB million 2004 2005 2006 
Revenue 159.2 253.8 553.4 
Gross profit 70.0 108.4 206.4 
Operating profit 59.7 92.1 173.3 
Profit for the year 37.2 57.8 133.9 
    
Gross Margin 44.0% 42.7% 37.3% 
Operating Margin 37.5% 36.3% 31.3% 
Net Margin 23.3% 22.8% 24.2% 
 
Breakdown of turnover by customers 
RMB million 2004 % 2005 % 2006 % 
China Mobile group 91.9         57.7 160.6        63.3 283.6        51.2 
China Unicom group 50.7         31.8 69.3        27.3 212.5        38.4 
China Telecom group 7.0          4.4 4.1          1.6 14.8          2.7 
China Netcom group 0.0            -   2.9          1.1 13.1          2.4 
Others 9.6          6.1 16.9          6.8 29.4          5.3 
Total 159.2       100.0 253.8      100.0 553.4      100.0 
 

Strengths/Opportunities 

��Less competitive inland regions Centron has early-mover advantages in inland areas.  Firstly, the 
increasing capital expenditures on 2G networks in inland markets provide significant opportunities 
with fewer competitors. Centron should be more beneficial from the higher 2G demand from the inland 
regions.  Secondly, Centron has a relatively short accounts receivable period of 64 days in FY2006, 
compared with 172 days for the closest peer, Comba (2342.HK).  The better payment terms can be 
attributed to less competition in inland regions. 

��Demand for 2G still string; 3G is the catalyst According to CCID, an information technology 
research house affiliated with the PRC Ministry of Information Industry, wireless coverage equipment 
capital expenditure in the PRC will grow at a CAGR of 12.1% over the next five years, compared with 
a 4.7% CAGR from 2004 to 2006. The rapid growth is attributed to a persistent increase in 2G 
demands and the upcoming 3G launch.   

��Reasonable valuation Centron gives a profit forecast of no less than RMB203.3 million for FY2007E, 
which translates into a FY07E pro-forma fully diluted PER range of 10X -12X at the IPO price range.  
According to CCID’s research based on 2006 contract revenue, Centron has 10.4% of wireless 
coverage solutions market share trailing behind Comba (2342.HK) with 17.2% and US-listed, 
Shenzhen-based Grentech being 12.5%. Comba and Grentech are trading at 14.4X and 23.4X FY07E 
PER, respectively.  Given Centron’s lower market share, the valuation discount is reasonable. 
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Weaknesses/Threats 

× Over 50% and 30% of Centron’s revenue were derived from China Mobile group’s local affiliates and 
China Unicom group’s local affiliates, respectively. Centron’s performance will be dependent on 
mobile operators’ CAPEX spending and is also subject to a further delay in the launch of 3G. 

× Compared with other larger players such as Comba and Grentech, Centron does not have complete 
3G products. Smaller exposure in large coastal cities and its relatively late entry into the 3G market 
may limit its 3G opportunities going forward. 

 
Recommendation: Trading Buy 
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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.   


