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Global Sweeteners Holdings lelted [Stock Code: 3889]

Sponsor :  Goldbond Capital (Asia)

Sole Bookrunner and Sole Global Coordinator Goldbond Securities

Joint Lead Managers :  Goldbond Securities DBS Asia Capital
Sector . Food, Beverage & Tobacco

Business : Manufacture and sale of corn sweeteners in the PRC

Total share offer: 300.000.000 shares Business of Global Sweeteners Holdings
(30% of the enlarged share capital) Global Sweeteners Holdings is a spin-off from
_ Global Bio-Chem Technology Group (“GBT"; #0809)
Public Offer: 30,000,000 shares (10%) and is principally engaged in the production and
Placing: *270,000,000 shares (90%) sale of various corn sweeteners.
Greenshoe: 45,000,000 shares The Group is currently producing a variety of

products under 3 broad categories: (i) corn syrup —

Price: HK$1.57 — HK$2.04 per share glucose/maltose syrup (}h%ﬁ}%/% 7 Fik€) and

Market Cap: HK$1.57 billion — HK$2.04 billion high fructose corn syrup ("HFCS”, ly i1 Fiit {) (i)
corn syrup solid — crystallised qucose (%FF VEIPE)
Historical FY2006 full-diluted P/E: 10x — 13x and maltodextrin (% 7 #if#); and (iii) sugar alcohol —

sorbitol (| [ZITi).

Adjusted NTA per share: HK$0.69 — HK$0.82 The Group has a total designed capacity (including

JV overall volume) of 960,000 metric tonnes p.a. as

; . th
Staffing: 578 (as of 47 September 2007) of 31% March 2007, comprising 580,000 metric

- . tonnes of glucose/maltose syrup, 100,000 metric
Bookbuilding Period: tonnes of HFCS, 200,000 metric tonnes of

4t September 2007 — 13t September 2007 crystallised glucose, 20,000 metric tonnes of
. . maltodextrin and 60,000 metric tonnes of sorbitol.
HK Public Offer period:

10™ September 2007 — 13" September 2007 noon Production faqlities Qf the Group are quated in
P P Changchun, Jilin province and Shanghai, with GFA

of about 31,807 m” and 11,320 m” respectively.
The Group has established a 50/ 50 JV with the US’

Receiving bank: Hang Seng Bank

Share registrar: Tricor Investor Services Limited Cargill Inc engaging in the manufacture of HFCS
and a 51/49 JV with Japan’s Mitsui Group engaging
Listing date: 20™ September 2007 in the production of sorbitol.

Remark (*): 15 million shares have been reserved for application by qualifying shareholders of Global Bio-
Chem Technology Group (GBT) - an Assured Entltlement of one Reserved Share for every whole multiple of
154 GBT Shares held as the close of business on 3" September 2007.

Major shareholder after Listing (Assuming the over-allotment option is not exercised)

Global Bio-Chem Technology Group Company Limited (stock code: 0809) 70%

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document 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 we consider reliable, but accuracy or
completeness is not guaranteed. Opinions expressed herein are subject to change without notice. At time of this report,
East Asia Securities Company Limited has no position in securities of the company or companies mentioned herein, while
its group companies may from time to time have interests in securities of the company or companies mentioned herein.
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Use of Proceeds

Net proceeds from the offer are estimated to be HK$499.5 million (Assuming the over-allotment option is
not exercised, and at an issue price of HK$1.805 each, being the midpoint of the indicative price range)

HK$ million
For the construction of new production facilities in Jinzhou, Liaoning province 119.0
For the construction of new production facilities in Changchun, Jilin province 214.0
For the acquisition or construction of production facilities in relation to the expansion 117.0
of the production capacity of the HFCS products
For general working capital 49.5
Financial Highlights
Year ended 31° December 3 months ended 31°' March
2004 2005 2006 2007
HKS$ million  HK$ million  HK$ million HK$ million
Turnover 265.0 825.0 1,144.1 336.4
Gross profit 54.9 179.9 251.6 55.8
Operating profit 27.2 112.9 190.1 43.2
Attributable profit 18.5 80.7 156.7 34.6
Gross margin 20.7% 21.8% 22.0% 16.6%
Operating margin 10.3% 13.7% 16.6% 12.8%
Net margin 7.0% 9.8% 13.7% 10.3%
Turnover Breakdown (% of Total Turnover)
Year ended 31°' December 3 months ended 31° March
2004 2005 2006 2007
% % % %
Glucose syrup 28.2% 55.8% 55.9% 56.6%
Maltose syrup 55.3% 32.4% 26.6% 25.3%
HFCS 10.0% 5.5% 9.9% 8.4%
Crystallised glucose - - 1.9% 5.3%
Maltodextrin 5.4% 5.0% 4.6% 4.0%
Sorbitol 1.1% 1.3% 0.5% 0.4%
Others (") - - 0.6% 0.0%
Total 100.0% 100.0% 100.0% 100.0%
Remark (*): Others include mother solution and other by-products.
Average Selling Price of Global Sweeteners’ Products
(HK$ per tonne) Year ended 31°' December 3 months ended 31° March
2004 2005 2006 2007
Glucose syrup 1,639 1,364 1,468 1,642
Maltose syrup 1,526 1,553 1,737 1,897
HFCS 1,645 1,793 2,378 2,314
Crystallised glucose - - 2,237 2,140
Maltodextrin 1,727 1,945 2,219 2,380
Sorbitol 1,847 2,625 2,368 2,617
Others - - 1,405 586
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Gross Profit Margins of Global Sweeteners’ Products

Year ended 31°' December 3 months ended 31° March
2004 2005 2006 2007
Glucose syrup 20.8% 21.7% 21.3% 15.9%
Maltose syrup 24.8% 24.9% 23.2% 20.0%
HFCS 13.3% 24.3% 34.2% 21.0%
Crystallised glucose - - (8.0%) 10.0%
Maltodextrin (4.5%) 6.2% 14.1% 13.2%
Sorbitol 5.1% 0.7% 17.1% (51.6%)
Others - - (15.5%) (402.1%)

Strengths/Opportunities

v

The continual fast-growing food and beverages industry in the PRC should continue to drive demand
for corn sweeteners.

The Group is one of the largest corn sweetener producers in the PRC in terms of production capacity
and production output of corn sweeteners. The Group’s total capacity is expected to be boosted to
1,460,000 metric tonnes p.a. by the end of 2008 and further to 1,960,000 by the end of 2009.

The Group’s production facilities are strategically located in Changchun, Jilin province and Shanghai.
The Changchun facilities are located in the PRC’s Golden Corn Belt with abundant supply of the major
production material at competitive cost. The Shanghai facilities give access to a number of large food
and beverages producers in the Yangtze River Delta.

Weaknesses/Threats

X

The Group has been reliant on a few customers, including parent Global Bio-chem Technology. The
top 5 customers accounted for approximately 54.5% of the total FY2006 turnover, with Global Bio-
chem Technology accounting for 40.2%. Management of the Group expects proportion of sales to the
parent will be reduced as it expands sales to other third parties over time.

The Group purchases its principal production material, corn starch, from parent Global Bio-chem
Technology. Purchase from the parent accounted for 99.9% of the Group’s total FY2006 cost of
procurement of corn starch. Management of the Group expects the reliance on parent will decline
gradually as it will increase purchases of raw materials from other suppliers in the market. In addition,
the Group has been and will continue to rely on the parent for waste-water treatment facilities,
electricity, steam and water.

The Group’s profitability is subject to the price fluctuation of corn starch (i.e. its principal production
material) and its products. Given the rising trend corn starch prices driven by the market prices of corn
kernels, the Group’s profitability will be adversely affected should it not be able to pass on the
increasing production costs to its customers.

The Group is in a net-debt position, with net debt-to-equity ratio of 54.7% as of 30" March 2007.

To be priced at 10x-13x FY2006 fully-diluted P/E, Global Sweeteners’ valuation is not particularly
attractive when compared with sweetener sector peer Xiwang Sugar (stock code: 2088), which is
trading at its 10.5x FY2006 P/E and 9.7x FY2007E P/E.

Recommendation: Hit & Run
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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.




