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Yangzijiang Shipbuilding

Good set of FY09 results. Yangzijiang Shipbuilding (YZJ)
reported a 44% rise in FY09 revenue to RMB10.6b and a 45%
increase in net profit to RMB2.29b, with both metrics exceeding
our full-year estimates by about 8%. 4Q09 revenue, core net
profit and PATMI also improved on a sequential basis. Gross
profit margin, though slightly lower at 19.7% in 4Q09 compared
to 20.2% in 3Q09, is close to its two-year average of 19.8%.
The group delivered 40 vessels in FY09 compared to 27 vessels
in FY08, and plans to increase the number to 48 ships this
year.

Secured new shipbuilding contracts. The group continued
to secure new shipbuilding contracts to build four 92,500 DWT
bulkers (value undisclosed), providing support to its order book
of US$5.6b for 127 vessels (73 are for bulk carriers and the
rest containerships) as at 31 Dec 09. YZJ also does not expect
any cancellation for its existing contracts. We understand that
demand is mainly from small- and medium-sized shipping
companies that operate in China's coastal region instead of
large shippers such as NOL and Cosco.

Dual listing for range of new initiatives. Gross margin for
the shipbuilding business is likely to trend lower in the long
run, but the group is trying to use volume to support incremental
profits. More importantly, Yangzijiang is developing its ship
breaking business and is also looking for a partner to go into
the offshore marine business. The group is also upgrading its
vessels to increase fuel efficiency, amongst other features,
as management expects demand for greener vessels to
increase in 2011 and beyond. The first two initiatives are
especially capital intensive, and we understand that YZJ may
dual-list in Hong Kong or Taiwan to raise funds for which is
estimated around US$200m. Management comments,
however, that current valuations seem a little low, so they are
not rushing into it.

Maintain BUY. The group has declared a final dividend of 3.5
S cents per share compared to last year's 2.8 S cents. This
latest set of results is laudable amidst a challenging
environment. YZJ has been delivering consistently better
performance year after year with relatively few negative
surprises compared to peers in the same industry, illustrating
its good execution ability and management control. We have
raised our fair value estimate to S$1.32 (prev S$1.28) after
tweaking our estimates. Maintain BUY.

Please refer to the important disclosures at the back of this document.
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Yangzijiang Results 4Q09 4Q08 % Chg 3Q09 % Chg
Year Ended 31 Dec (RMB m) (RMBm) (RMB m) (YoY) (RMB m) (QoQ)
Revenue 3,443.4 1,868.5 84.3% 2,591.4 32.9%
Gross profit 677.1 238.1 184.4% 523.3 29.4%
Other income 180.6 122.0 48.0% 88.0 105.3%
Other gains/losses -61.3 73.2 NM 35.5 NM
Admin and finance expenses -67.7 -33.1 104.5% -51.2 32.2%
Others 0.7 0.1 502.7% 2.7 NM
Pre-tax profit 729.4 400.3 82.2% 592.9 23.0%
Tax -84.3 -5.2 1514.4% -38.6 118.1%
Minority interests - - NM - NM
Net profit 645.1 395.1 63.3% 554.2 16.4%
Yangzijiang's Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Dec (RMB m) FY08 FY09 FY10F FY11F  Asat31 Dec (RMBm) FY08 FY09 FY10F  FY11F
Revenue 7,359.1 10,6236 11,1858 12,263.8  Cash and cash equivalents 3,0604 3,807.0 4,607.0 4,647.8
Gross profit 1,363.0 2,2347 22372 24528  Othercurrent assets 12,7415 10,8879 12,4451 14,922.2
Other income 2324 360.5 282.0 130.0  Property, plant, and equipment 19616  1,966.6 25344 25862
EBITDA 15636 23272 23137 2466.1 Total assets 18,220.0 20,396.0 22,685.3 24,8624
Finance costs 2258 352.1 275.0 1230  Debt 490.0 907.1  1,000.0  1,000.0
Associates -2.8 -34 0.0 0.0  Current liabilities excluding debt 13,2785 12,984.3 13,1969 13,4716
Others 274.2 178.7 180.0 100.0  Total liabilities 13,9045 14,0857 14,3748 14,634.7
Pre-tax profit (excl El) 1,352.1  2,377.0 2,266.1 23059  Shareholders equity 43154 63103 83105 10,227.7
Pre-tax profit 1,699.9 25496 24461 24059  Total equity 43154 63103 83105 10,227.7
Profit attributable to shareholders 15798 22900 2,281 2,045.1  Total equity and liabilities 18,220.0 20,396.0 22,685.3 24,862.4
CASH FLOW

Year Ended 31 Dec (RMB m) FY08 FYO9 FY10F FY11F KEY RATES & RATIOS FY08 FY09 FY10F  FY11F
Op profit before working cap. chang  1,535.5 2,3704 2306.7 2,497.0 EPS (RMB cents) 451 62.7 58.2 56.0
Working cap, taxes and int 1,069.8  -1406 -1,913.0 -2,808.0  NTA per share (RMB cents) 122.0 171.5 226.2 278.7
Net cash from operations 25782 22157 3936  -311.0  Gross profit margin (%) 18.5 21.0 20.0 20.0
Purchase of PP&E 4645  -1386  -200.0  -200.0  Net profit margin (%) 215 21.6 19.0 16.7
Other investing flows -2,9554 -1,434.9 7343 679.7 PER(x) 1.7 8.4 9.0 94
Investing cash flow -3,419.9 -1,573.5 534.3 479.7  Price/NTA (x) 43 31 2.3 1.9
Financing cash flow -536.7 1044 1279 1279  EVIEBITDA (x) 101 7.0 6.8 6.3
Net cash flow -1,3784 746.6 800.1 40.8  Dividend yield (%) 22 28 2.8 28
Cash at beginning of year 44388 30604 38070 4,607.0 ROE (%) 36.6 36.3 256 20.0
Cash at end of year 3,0604 3,807.0 4,607.0 4,647.8 Netgearing (%) Netcash Netcash Netcash Netcash

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fglven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment ogect/ves, financial situation or particular needs, before mak/ng a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.

Co.Reg.no.: 198301152E For OCBC Investment Research Pte Ltd
Carmen Lee
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