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Main Board Listing – Research 
Tai-I International Holdings Ltd. [Stock Code: 1808]  (台一國際控股有限公司) 

 

Sole global coordinator, joint bookrunner 
and joint lead manager  

: Polaris Capital (Asia) Limited 

Sponsor : Polaris Securities (Hong Kong) Limited 

Joint bookrunner and joint lead manager : Daiwa Securities SMBC HK Limited  

Sector  :  Materials 
Business :  Manufacture of bare copper wire and magnet wire 

Total share offer: 150,000,000 shares 
(25% of the enlarged share capital) 
 
Public Offer:    15,000,000 shares  (10%) 

Placing:         135,000,000 shares  (90%) 

Greenshoe:           22,500,000 shares 
Price:  HK$1.38 – HK$1.66 per share  
 

Market Cap:  HK$828– HK$996 million 
 

Pro-forma FY06 PER:  10.50X – 12.70X 
 

Adjusted NTA per share: HK$1.07 – HK$1.14 
 

Staffing:  1,299 

HK Public Offer period: 
28th December 06 – 3rd January 07 noon 

 
 

Receiving bank: The Bank of East Asia, Limited 
 
 

Share registrar:  Computershare Hong Kong 
Investor Services Limited 

 
 

Listing date:  11th January 2007 

 Business of Tai-I International (Tai-I) 
Tai-I is a large-scale manufacturer of bare 
copper wire and magnet wire based in 
Guangzhou, PRC. It was the 3rd largest 
manufacturer of bare copper wire in the PRC in 
2005 in terms of production output. The Group’s 
production output of bare copper wire in 2005 
accounted for 40% of the market share in the 
Pearl River Delta region. It was one of the top 
ten largest magnet wire manufacturers in the 
PRC (in terms of revenue) in 2004.    

Bare copper wire is the raw material for the 
production of different types of copper cable and 
wire for applications in industries such as 
construction works, water and electricity works, 
and the manufacturing of various electrical 
appliances and electronic devices.  Magnet wire 
is a principal component for the manufacture of 
motors, transformers and coils. 

The Group’s principal operating entities are Tai-I 
Copper and Tai-I Jiang Corp. At present, 
production capacity of Tai-I reaches some 
150,000 tonnes of bare copper wire and 50,000 
tonnes of magnet wire annually. 

 
Major Shareholders after Listing (Assuming the over-allotment option is not exercised) 
 
Tai-I (BVI) 38.32% 
First Sense International Limited (a wholly owned subsidiary of AIF Capital Asia III, L.P.) 17.00% 
Green Island 11.25% 
Citigroup Financial Products Inc. 8.43% 
 75.00% 
 
Use of Proceeds 
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Net proceeds from the offer are estimated to be HK$183 million – HK$225 million. (Assuming the over-
allotment option is not exercised) 
 HK$ million 
For upgrading the existing production facilities  15.37 - 18.90 
For the acquisition of the new production facilities or related business 112.73 - 138.60 
For the repayment of short-term borrowings for trade financing purpose 36.60 – 45.00 
For the general working capital 18.30 – 22.50 

 

Financial Highlights 
 Year ended 31st December Six months ended 30th June

(RMB million) 2003 2004 2005 2006 
Turnover 1,099.0 2,754.1 3,979.6 3,048.9 
Gross profit 42.8 126.9 142.6 118.3 
Operating profit 24.4 100.6 108.9 111.9 
(Loss) / Net profit (4.5) 62.8 67.5 77.4 
     
Gross margin 3.9% 4.6% 3.6% 3.9% 
Operating margin 2.2% 3.7% 2.7% 3.7% 
Net margin NA 2.3% 1.7% 2.5% 
 

Revenue Breakdown (% of Total Revenues) 
 Year ended 31st December Six months ended 30th June

 2003 2004 2005 2006 
Sales of bare copper wires 69.44% 76.73% 75.46% 74.99% 
Sales of magnet wires 28.80% 22.69% 24.23% 24.87% 
Processing services 1.76% 0.58% 0.31% 0.14% 
Total  100.0% 100.0% 100.0% 100.0% 
 

Strengths/Opportunities 
9 Substantial production scale Tai-I is one of the largest manufacturers of bare copper wire and magnet 

wire in the PRC with strong customer base. The Group’s production output of bare copper wire in 2005 
accounted for 40% of the market share in the Pearl River Delta region 

 

Weaknesses/Threats
× Low gross profit margin During the track record period, the gross profit margins of bare copper wire and 

magnet wire have been in the range of 1.96% - 2.68% and 6.09% - 10.63%, respectively. The profit margin 
is expected to remain thin, thus it seems Tai-I I would be less defensive to any shocks that could eat into its 
already thin margin. 

× Copper price risk As much as 95% of the cost of sales of Tai-I is copper cathodes as raw materials. 
Although Tai-I has effective hedging track record to mitigate the risk from the fluctuation of copper price in 
the international market, the profitability of Tai-I can significantly be affected by the gain/loss on hedging 
instrument. For instance, gain/loss from hedging instrument accounted for about 5% to 11% of the 
operating profit during FY2003 to FY2005, respectively. Such proportion increased to 69% during 1H06 
when the global copper price soared. 

× High gearing As a result of higher requirement on working capital for inventory amid rising copper prices, 
Tai-I’s net debt to equity ratio increased from 38.6% at the end of FY05 to 68.9% at the end of 1H06. Gross 
debt increased to RMB2,084 million at the end of 31st October 2006 from RMB1,010.2 million. 

× The pro-forma FY06E PER of 10.50X – 12.70X is a bit rich. Close peers that engage in wire and cable 
business in China and Taiwan trade at FY06E PER of 5.7X to 18.2X with most of them trading at the lower 
end. Hua Yi Copper (0559.HK), the only processed copper product manufacturer listed in HK, trades at 
2.56X FY06E PER.  

 

Recommendation: Caveat Emptor 
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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). 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 
and / its associated or affiliated companies may from time to time have interests in securities of the 
company or companies mentioned herein. 
 
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. Opinions expressed herein 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. 


