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Main Board Listing – Research 
 

China Huiyuan Juice Group Limited [Stock Code: 1886] 中國滙源果汁集團有限公司 
 

Sole Global Coordinator, Sole 
Bookrunner and Sole Sponsor 

: UBS  

Joint Lead Managers : UBS Guotai Junan Securities (Hong Kong) Limited 

Sector  :  Food, Beverage & Tobacco 
Business :  Production of fruit and vegetable juices in China 

Total share offer:  400,000,000 shares 
 (26.3%* of the enlarged share capital) 
 
Public Offer:    40,000,000 shares   (10%) 
Placing:  360,000,000 shares   (90%) 
Greenshoe:  60,000,000 shares 

Price:  HK$4.80 – HK$6.00 per share 

Market Capitalisation: 
HK$7,505.9 million – HK$9,129.8 million 

Pro-forma FY2006E P/E:  37.5x – 45.6x  

Adjusted NTA per share: HK$1.99-HK$2.58 

Staffing:  5,213 (as of 30th September 2006) 

HK Public Offer period: 
8th February 2007 – 13th February 2007 noon 
Receiving bank:  BOC (Hong Kong), 

Bank of Communications HK 
Share registrar:  Computershare Hong Kong 

Investor Services Limited 
Listing date:  23rd February 2007 

 Business of Huiyuan Juice 

Huiyuan Juice (“the Company”) is the leading 
producer of fruit and vegetable juices in the PRC 
in terms of revenue and sales volume. Major 
products include fruit juice, vegetable juice, mixed 
fruit and vegetable juices and other beverages. 

Huiyuan’s products can be divided into 3 
categories, namely 100% juices, nectars (25%-
99% juices), juice drinks (<25% juice). In 2006, 
the Company grasped some 40% share on the 
Mainland’s 100% juice market, 37.6% in the 
nectar market and 6.4% in the PRC juice drinks 
market. 

Huiyuan’s production facilities are operated 
through 11 subsidiaries in China, with an 
aggregate annual production capacity of 1.46 
million tons of juices and other beverages. As of 
30th Sept 2006, the Company has about 1,800 
distributors across all provinces, autonomous 
regions and municipalities in China. 

Shareholding Structure after Listing (Assuming the over-allotment option is not exercised) 
Mr. Zhu Xinli – executive director, chairman and founder of the Company 40.1%
Mr. Zhu Shenghua – son of Mr. Zhu Xinli 2.6% 
Danone Asia (Singapore) 22.2% 
Warburg Pincus 6.6% 
Other bondholders – including Value Partners Investors and Development Partners Investors 2.0% 
Mr. Lu Changqing – executive director and a joint company secretary of the Company 0.1%
Public shareholders – including shares belonging to 4 members of the Company’s senior 

management team from the exercise of the options granted under the Pre-IPO Share Option 
Scheme 

26.5%*

 100.0% 
Remark (*): It is based on the 1,521,629,855 shares to be issued upon the completion of the Global Offering and exercise of 
the Danone Top-up Right, and assuming full conversion of the Convertible Bonds and full exercise of the options granted 
under the Pre-IPO Share Option Scheme at the high end of the indicative price range. 



 
 
 
 
 
 
 
 
 
 

 

2 
 

EAST ASIA SECURITIES COMPANY LIMITED 

Use of Proceeds 
Net proceeds from the offer are estimated to be HK$1,807.7 million – HK$2,254.0 million. 
(Assuming the over-allotment option is not exercised, and at an issue price of HK$4.8-HK$6.0 each) 
 Offer price at 

HK$4.8 
Offer price at 

HK$6.0 
 HK$ million HK$ million 
To construct new manufacturing facilities 632.7 788.9 
For expanding and upgrading Huiyuan’s sales and distribution network 
and for marketing and promotional activities 

632.7 788.9 

To repay existing short-term debts 271.1 338.1 
For equipment upgrade at Huiyuan’s existing facilities 90.4 112.7 
For general working capital 180.8 225.4 

 
Financial Highlights 

 Year ended 31st December 9 months ended 
 2003 2004 2005 30th Sep 2005 30th Sep 2006
 RMB million RMB million RMB million RMB million RMB million

Sales 130.1 1,158.6 1,392.1 1,145.5 1,598.5
Gross profit 33.1 406.0 474.2 402.4 523.0
Operating profit 1.6 128.6 180.8 164.0 235.7
Attributable profit -13.8 18.3 107.5 111.1 185.8
    

Gross margin 25.44% 35.04% 34.06% 35.13% 32.72%
Operating margin 1.23% 11.10% 12.99% 14.32% 14.75%
Net profit margin -10.61% 1.58% 7.72% 9.70% 11.62%

  

 31/12/2003 31/12/2004 31/12/2005 30/06/2005 30/06/2006
Net debt to Equity 94% 82% 46% N/A 45%
 
Sales Volume Breakdown 
  Year ended 31st December 9 months ended 
  2003 2004 2005 30th Sep 2005 30th Sep 2006
  Tons % Tons % Tons % Tons % Tons %
100% Juice        5,367 16      40,588 12     55,091 12  

40,715 11 52,456 10

Nectars      14,797 45    169,261 48   170,034 39  
128,748 36 215,935 42

Juice drinks      12,847 39    142,685 40   214,723 49  
189,766 53 244,437 48

Total  33,011 100  352,534 100 439,848 100 359,229 100  512,828 100
 
Average Selling Price of Huiyuan’s Products 
  

Year ended 31st December   
9 months ended 
30th September 

  2003 2004  2003-2004 2005 2004-2005 2005 2006   Y-O-Y
  RMB/ton RMB/ton % CHG RMB/ton % CHG RMB/ton RMB/ton % CHG

100% Juice 
        6,073      5,463 -10.0    5,439 -0.4 5,593 

5,665 
+1.3

Nectars 
 

3,299 
     2,759 -16.4    2,861 +3.7        2,868 

3,046 
+6.2

Juice drinks 
 

3,192 
     2,358 -26.1    2,219 -5.9        2,269 

2,271 
+0.1
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Strengths/Opportunities 
9 Thanks to the fast growing Chinese economy and rising concerns over health issues, the demand for 

fruit and vegetable juices on the Mainland has been growing rapidly. According to statistics from 
Euromonitor International, sales volume of fruit and vegetable juices grew at a CAGR of 19.9% during 
2000-2005, compared with a 14.4% CAGR in bottled water sales and 25.4% in that of ready-to-drink 
tea products. Besides, the statistics showed that the growth rate of fruit and vegetable juices was the 
highest among major drinking products during 2003-2005. 

 
9 Market penetration in respect of fruit and vegetable juice in China is still low and strong growth 

potential is expected. The annual consumption of fruit and vegetable juices per capita in the Mainland 
is just about 3.4 litres in 2005, compared with Russia’s 16.5 litres and Mexico’s 12.5 litres. It is 
expected that the off-trade sales of fruit and vegetable juices in the Mainland should grow from 
RMB40.5 billion in 2005 to RMB67.1 billion in 2010, representing a CAGR of 10.6%. 

 
9 According to data from AC Nielsen, Huiyuan is a market leader in terms of revenue in the 100% juices 

and the nectars markets of China. For the first 9 months of 2006, Huiyuan ranked 1st in the Mainland’s 
100% juices market in terms of revenue with a 36.1% share and also 1st in the nectars market with a 
37.3% share. 

 
9 Huiyuan has about 1,800 distributors across all Mainland provinces, autonomous regions and 

municipalities. This extensive sales network should help promote the Group’s products efficiently and 
should ensure effective marketing effort with distributors’ local knowledge about consumers. 

 
Weaknesses/Threats 
× Juice drinks (<25% juice) was the fastest growing and largest segment in China’s juice and vegetable 

juices market in terms of revenue. At the moment, Huiyuan just grasped a small market share of 6.4% 
and ranked 4th in the industry during the first 9 months in 2006, while the top three players snatched 
more than 75% of market share during the same period. Owing to its small size in the market 
segment, Huiyuan experienced severe rivalry and saw sluggish movement in the average selling price 
of its juice drinks over the past 3 years. 

 
× According to the listing documents, Huiyuan is expected to post a net profit of RMB222 million in 2006 

and RMB300 million in 2007, representing 34x-41X FY2006E pro-forma P/E and 25x-30x FY2007E 
P/E at the indicative price range. Huiyuan’s valuation is in line with other Mainland beverage plays like 
Mengniu Dairy (HKEx: 2319) and Tingyi (HKEx: 0322) with FY2007E P/E at 35x and 33x, respectively. 
However, we see bargains in other domestic juice manufacturers like China Haisheng Juice (HKEx: 
0359) and Yantai North Andre Juice (HKEx: 8259) with 2007 prospective price-earnings multiple 
ranging from 11x to 15x. 

 
 
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. 


