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Zhongmin Baihui Retail Group 

The wait is over 
 
SINGAPORE | CONSUMER | RESULTS 

 We are ceasing coverage on Zhongmin Baihui Retail Group (“ZBR”) due to our 
investment thesis did not materialise and internal resource reallocation. Our rating 
and forecasts on ZBR can no longer be relied upon. 

Results at a glance

(RMB mn) 3Q16 3Q15 yoy Comments

Direct sales 164.3 152.5 7.7%

Commission from 

concessionaire sales

25.5 26.4 -3.5%

Rental income 11.8 15.6 -24.3%

Managed rental 5.2 8.0 -35.5%

Revenue 206.8 202.6 2.1%

Gross Profit 64.2 70.3 -8.6%

EBITDA 20.5 19.6 4.6%

Profit before tax 18.7 17.4 7.8%

Net profit, reported 12.3 12.6 -2.3%

DPS (SGD Cents) 1.0 1.0

Source: Company, Phill ip Securities Research (Singapore)

Contributions from new stores, offset by 

Nanjing store closure

Higher tax

Flattish imputed direct sales margin at 

13.2% in 3Q16 vs 13.3% in 3Q15
Lower operating expenses

Lower percentage commission from 

concessionaire sales at 20.1% to 21.1%

Lower depreciation & amortisation

 

Update on recent developments  

1. Clearer corporate governance by cutting off recurring interested party transactions  

On 27 Sep 2016, the Group proposed to acquire the currently leased retail premises 
located at Hui’an County, Quanxiu Street, Quanzhou City, Fujian Province, the People’s 
Republic of China (a.k.a. Quanzhou Hui’an Chengnan Store). The premises consist of 
five levels, including a basement, with an aggregate gross floor area (“GFA”) of 
c.25,466 sqm. The aggregate consideration for the proposed acquisition is RMB 
122,236,128 (or RMB 4,800/sqm), c.11% discount to its market value derived by an 
independent valuer. The purchase will be funded internally and paid in three 
instalments over 1.25 years until Mar 2018.  

The premises are owned by Hui’an Hongyi Property Development Co., Ltd. (“Hui’an 
Hongyi”), which is deemed as an associate of Mr Chen Kaitong (CEO and Executive 
Director of ZBR) and Mr Su Caiye (Non-Executive Director of ZBR). Hui’an Hongyi leases 
the premises to ZBR for its operation of a department store since 2013. ZBR’s recurring 
interested party transactions with Hui’an Hongyi will be terminated post-acquisition.  

2. Two new self-owned stores opened; Closed a managed store; Total store count of 14 

(11 self-owned stores and 3 managed stores) with GFA over 180,000 sqm (c. -8% yoy)  

(a) Opened Quanzhou Quangang Zhongxing  Store on 30 Sep 2016 

The store has six levels with a GFA of 16,884 sqm. Supermarket occupies the 
basement floor, the top floor features food and beverage (“F&B”) outlets and the 
rest of the store forms the department store. 

It is about 800 metres from the old Quangang Store. The old Quangang Store, a 
managed store, has ceased operations a day earlier to make way for the new 
Quangang Store, which is a self-owned store.  

(b) Opened Quanzhou Anxi (Anxi Station) Store on 18 Nov 2016 

The store has three levels with a GFA of 3,700 sqm. It features supermarket 
products, F&B outlets and department store products. 
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Ceasing Coverage
CLOSING PRICE

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

O/S SHARES (M N) : 195         

M ARKET CAP (USD mn / SGD mn) : 169 / 240

52 - WK HI/LO (SGD) : 1.79 / 1.01

3M  Average Daily T/O (mn) : 0.08       

MAJOR SHAREHOLDERS (%)

24.72%

CHEN KAITONG 22.85%

SU CAIYE 11.55%

11.08%

PRICE PERFORMANCE (%)

1M T H 3 M T H 1Y R

COM PANY 2.1          (14.6)      (30.7)     

STI RETURN (0.41)      (0.77)     0.25       

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y / E D ec F Y 12 F Y 13 F Y 14 F Y 15

Revenue (RM B mn) 286      879      882      830      

EBITDA (RM B mn) 27         35         60         87         

NPAT, adj. (RM B mn) 11         10         35         53         

EPS, adj. (RM B Cents) 5.81     5.08     17.68  27.13  

PER, adj. (x) 1.3        146.4  50.3     30.1     

P/BV (x) 18.2     16.3     15.8     13.8     

DPS (SGD Cents) 0.00 1.00 2.50 4.50

Div Yield, % 0.6% 1.4% 2.5%

ROE, % 15.6% 11.9% 36.2% 49.1%

Source: Company Data
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3. First-owned store in Zhangzhou slated to open in 2019 

The Group has recently signed a 15-year lease for a four-level store with a GFA of 

15,152 sqm in the Zhangzhou prefecture in Fujian. It has a managed store in another 

part of this prefecture since 2003. 

 

 

Ceasing of  coverage 

We are ceasing coverage on ZBR due to our investment thesis did not materialise and 
internal resource reallocation.  

 Previously, we thought ZBR would be a potential turnaround story after the 
restructuring of its loss-making Nanjing Nanzhan Store.  

However, China’s lack of centralised city planning and bureaucracy lead to poor 
customer footfall, high vacancies and slow progress in development works.  

Nanjing Nanzhan Store recorded RMB6.9mn losses in 1H 2016. ZBR had to close this 
underperforming store to cut losses due to the slow development of its surrounding 
area. Closing Nanjing Nanzhan Store also means losing its online channel as it is the 
only store which hosts its pilot project of e-commerce. 

Meanwhile, new store openings have/had been delayed:  

(a) Quanzhou Quangang Zhongxing was expected to open in 1Q16 but opened in 
3Q16;  

(b) The two small-format stores, namely Quanzhou Wanxiang and Quanzhou Anxi 
(Anxi Station) were targeted to open in 1Q16 but opened in 3Q16 and 4Q16 
respectively;  

(c) Quanzhou Anxi Xincheng Store (initially expected to open by 2016) has yet to 
open; and 

(d) Yet to receive any update on Zhangzhou Longwen and Xiamen Haicang stores. 

 Increasing competition in China and economic slowdown dampened consumer 
sentiment as we see retail sales growth decelerating.  

Compounded by the intensified macro headwinds in China, ZBR logged a marginal 
0.4% year-on-year (“yoy”) revenue growth in 9M16. Excluding the one-off non-cash 
gain from Nanjing Nanzhan Store closure, 9M16 net profit was down 12% yoy.  

Notwithstanding that, renminbi (RMB) has weakened c.5.5% against Singapore Dollar 
year-to-date. 

 

Nonetheless, we wish Management success in its expansion strategy to reach its targeted 
GFA of 300,000 sqm and riding through the tough market environment. 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or 
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this 
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


