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Main Board Listing – Research 
Dah Chong Hong Holdings Limited [Stock Code: 1828] 大昌行集團有限公司 

 

Global coordinator, bookrunner, lead manager and sponsor : BNP Paribas 

Sector  :  Consumer Services 
Business :  Distribution of motor vehicles and food and consumer products 

Total share offer: 781,200,000 shares 
(43.4% of the enlarged share capital) 
 
Placing: *658,180,000 shares (90%) 

Public Offer:         123,020,000 shares (10%) 

Greenshoe:          117,000,000 shares 

*Comprising 56,980,000 New Shares and 601,200,000 Sale 
Shares 

Price:  HK$4.55– HK$5.88 per share  
 

Market Cap: HK$8.19 billion – HK$10.58 billion 
 

Pro-forma fully diluted FY07 PER:  
20.3X – 26.3X^  
Adjusted NTA per share: HK$1.98 – HK$2.11 
 

Staffing:   6,423 

HK Public Offer period: 
4th October 07 – 9th October 07 noon 

 

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

Hang Seng Bank 
ICBC 
 

Share registrar: Tricor Investor Services Limited 
 

Listing date:  17th October 2007 

 Business of Dah Chong Hong (DCH) 

DCH is a diversified business conglomerate in 
motor vehicle sales, motor vehicle related 
business and services, sales of food and 
consumer products (including appliances), as 
well as logistics services, supported by 
integrated distribution platforms and a well-
established base and network in the PRC, HK 
and Macao. 

With distributorships for 11 brands of motor 
vehicles in HK, DCH managed to command 
approximately 27% of the brand new vehicle 
market in HK in 2006. DCH also sold, through 
its subsidiaries and contractual arrangements 
with local partners, 17 vehicle brands in 10 
major cities in the PRC. 

DCH provided FY07E combined attributable 
profit forecast^ to be no less than HK$406.6 
million, equivalent to a pro forma fully diluted 
EPS of HK$0.224. 

^ before revaluation gains on investment properties, losses on discontinued operations & pre-IPO share option scheme 
 

Major Shareholders after Listing (Assuming the over-allotment option is not exercised) 
CITIC Pacific (0267.HK) 56.6%
Public shareholders* 43.4%
 100.0%
 

Remarks: * DCH and the global coordinator have entered into placing agreements with several cornerstone 
investors:  
• Dr. Cheng Yu-Tung, through Chow Tai Fook Nominee Ltd., will subscribe for US$30 million worth of shares 

(some 2.49% of the enlarged share capital). 
• Cheung Kong (Holdings) Ltd., through Dayjoro International Ltd., will subscribe for US$15 million worth of 

shares (some 1.25% of the enlarged share capital). 
• Li Ka Shing Foundation Ltd. will subscribe for US$15 million worth of shares (some 1.25% of the enlarged 

share capital). 
• Dr. Lee Shau Kee, through Longfit Ltd., will subscribe for US$30 million worth of shares (some 2.49% of the 

enlarged share capital). 
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• Otsuka Pharmaceutical Co. Ltd. will subscribe for US$15 million worth of shares (some 1.25% of the 
enlarged share capital). 

 
Use of Proceeds 
Net proceeds from the offer are estimated to be HK$893.9 million. (Assuming an offer price of HK$5.22, 
being the mid-point of the indicative offer price range, and the over-allotment option is not exercised) 
 HK$ million 
For expansion of motor vehicle business 400 
For expansion of food and consumer products trading business 200 
For expansion of logistics and food supply chain business 260 
For general working capital and general corporate purposes balance 

 
Financial Highlights 
 Year ended 31 December 
HK$ million 2005 2006 2007 
Turnover 11,494 10,520 12,926 
Gross profit 1,622 1,676 1,904 
Profit from operations 336 365 477 
Profit for the year 286 252 335 
    
Gross margin 14.1% 15.9% 14.7% 
Operating margin 2.9% 3.5% 3.7% 
Net margin 2.5% 2.4% 2.6% 
 
Breakdown of turnover by activities 
Year ended 31 December 2004 2005 2006 
 HK$ million % HK$ million % HK$ million %
Motor 6,681 58.1% 5,533 52.6% 7,684 59.5%
Food and consumer products  4,678 40.8% 4,822 45.8% 5,047 39.0%
Logistics 86 0.7% 118 1.1% 144 1.1%
Others 50 0.4% 48 0.5% 51 0.4%

Total 11,494 100.0% 10,520 100.0% 12,926 100.0%
 
Strengths/Opportunities 
9 Riding on consumption growth and its strong brand equity DCH is a distributor of a wide spectrum of 

consumer goods with a strong brand name and long established operational history. It is expected to ride on 
the growth in domestic consumption in the PRC in FMCGs (fast moving consumer goods) and auto. In 
addition to the vehicle distribution, DCH now supplies more than 500 different food products, 70 brands of 
FMCGs and several brands of electrical appliances and cosmetics in the PRC and HK. 

9 The IPO price range of DCH is at a FY07E pro-forma fully diluted PER range of 20.3X – 26.3X. Reasonable 
comparable listed in HK would be China Resources Enterprise (0291.HK), which trades at FY07E PER of 
39X.  DCH is priced at about 32%-48% discount to the peer, which we think is a reasonable discount for 
DCH’s smaller business and retail network. 

 
Weaknesses/Threats 
× Highly-competitive industry DCH does not have exclusive distribution rights to most of the products. For 

instance, motor vehicle brands typically have multiple dealers for each brand in a particular country or 
region and they can also set up their own subsidiaries to directly carry out importation and distribution. 
Competition in the distribution of food and consumer products is also intense competing on prices, branding 
and distribution network. 

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.   


