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[Table_Title] 
Jiangnan 1366.HK NOTE 

The Fast Growing Cable System Supplier 
 

[Table_Summary]  Jiangnan delivered a solid 1H2014 results. Jiangnan reported 1H14 results 
with turnover up 55% y-o-y to RMB3,343mn in 1H14 mainly contributed 
by 1) Revenue from the grid companies in China rose 39% y-o-y to 
RMB940mn, 2) New product segment after acquisition of Zhongmei 
Cable. Gross profit margin drop from 16.0% to 15.8% y-o-y in 1H14 due to 
the decrease of copper and aluminum price which largely offset by the 
overseas sales growth in bare wires segment (1-2% higher GPM than in 
China). With employing a cost-plus pricing model and better manage of 
finance cost, overall the net profit rise 65.8% y-o-y to RMB248mn.  

 

 One of the few authorized suppliers of EHV cables and UHS wires to key 
customers. Facing the eastern China’s haze problem, EHV and UHS grid 
are able to provide solutions on intra-city power transmission and long 
distance power transmission, respectively. As required by the 
“Strengthening of Urban Infrastructure Construction”, tier 1 cities are 
required to construct 330kV or 500kV underground grid system (EHV 
system) by 2015. In addition, The State Grid Corporate of China is planned 
to invest RMB1,000bn to complete the “5 horizontal,5 vertical” UHV 
synchronous grid by 2020. We expect Jiangnan, being the top 3 cable 
suppliers in China as well as one of the few authorized suppliers of EHV 
and UHS, is one of the biggest beneficial from large Capex invested in 
power grids across China. 

 

 Annual capacity of EHV cables will be increased by 90% from 1,000km to 
1,900km. Jiangnan is planned to increase three new VCV production lines 
for EHV cables, which are expected to commence production by end of 
2014. Such cable can applied to power transmission and distribution 
system for power grids and infrastructure such as railway. The average 
gross profit margin of EHV is about 30% in 1H14. We expected the long 
history and good track record of Jiangnan on high-end products for the 
power grids development allow them to utilized the upcoming newly add 
production capacity. 

 

Financial Data FY2011 FY2012 FY2013 
 

1H2013 1H2014 
Revenue RMB (mn) 4,930 5,356 6,477  2,151 3,343 

Growth y-o-y (%)   8.6% 20.9%     55.4% 
Net profit  RMB (mn) 317 376 504  149 248 

Growth y-o-y (%)   18.6% 34.0%     67.1% 
EPS RMB (mn) 0.133 0.131 0.164  0.486 0.806 

Growth y-o-y (%)   -1.5% 25.2%     65.8% 
Dvd payt ratio (%) 0.00 26.9 23.0  23.1 24.8 
ROE (%) 30.9 24.6 24.2  7.6 10.1 
ROA (%) 8.8 7.9 7.8  3.0 2.8 
Gross Margin (%) 14.9 15.7 15.4  16.0 15.8 
Net Margin (%) 6.4 7.0 7.78  6.9 7.4 

Source: Bloomberg, CIS(HK) 
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   Focus to develop the markets of rubber cable. The company aimed to 
enhance product offering to apply to the oil platform, marine 
industries, ship buildings and wind energy. Cables for electric vehicle 
charging is also another focus in which the State Grid is planning to 
build 2,351 charging stations by 2015, and 20,000 by 2020. These 
rubber cable segments require certain certifications and knowledge 
where able to provide higher margins (Average GP margin of 23% in 
1H14).  

 
   Valuation: Jiangnan is trading at 8.5x FY14E PER, which is 79% lower 

than the average 15.2x of its peers (Boer Power 1685.HK, Wasion 
Group 3393.HK). We believe the valuation of the company does not 
reflect the potential growth from the new EHV cables and UHS wires 
business segments. 

 

Figure 1： Production Capacity of Jiangnan 

 

Source: Company data, CIS(HK) 
 
Figure 2：Revenue Breakdown of Jiangnan 

 

Source: Company data, CIS(HK) 
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Disclaimer 

The information, tools and material presented herein are provided for informational purposes only and are not to be used or considered as an offer or a 
solicitation to sell or an offer or solicitation to buy or subscribe for securities, investment products or other financial instruments, nor to constitute any advice or 
recommendation with respect to such securities, investment products or other financial instruments.  This research report is prepared for general circulation.  It 

does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report.  You 
should independently evaluate particular investments and you should consult an independent financial adviser before making any investments or entering into any 
transaction in relation to any securities mentioned in this report. 

The information, tools and material presented herein are not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident 
of or located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject 
China Investment Securities International Brokerage Limited and China Investment Securities International Futures Limited (Collectively “ China Investment 

Securities (HK)) to any registration or licensing requirement within such jurisdiction. 
Information and opinions presented in this report have been obtained or derived from sources believed by China Investment Securities (HK) to be reliable, but 
China Investment Securities (HK) makes no representation as to their accuracy or completeness and China Investment Securities (HK) accepts no liability for loss 

arising from the use of the material presented in this report where permitted by law and/or regulation.  This report is not to be relied upon in substitution for the 
exercise of independent judgment. China Investment Securities (HK) may have issued other reports that are inconsistent with, and reach different conclusions 
from, the information presented in this report.  Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 

them. 
The research analyst(s) primarily responsible for the preparation of this report confirms that (a) all of the views expressed in this report accurately reflects his or 
her personal views abut any and all of the subject securities or issuers; and (b) that no part of his or her compensation was, is or will be, directly or indirectly, 

related to the specific recommendations or views he or she expressed in this report. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made 
regarding future performance. 

China Investment Securities (HK), its directors and employees may have investments in securities or derivatives of any companies mentioned in this report, and 
may make investment decisions that are inconsistent with the views expressed in this report. 
 

General Disclosure 
China Investment Securities (HK) and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the 
extent permitted by law, from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform 

services for or solicit business from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options 
thereon, or other investments related thereto.  In addition, it may make markets in the securities mentioned in the material presented in this report. China 
Investment Securities (HK) may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are 

based, before the material is published.  One or more directors, officers and/or employees of China Investment Securities (HK) may be a director of the issuers of 
the securities mentioned in this report.  
This research report is prepared for general circulation.  It does not have regard to the specific investment objectives, financial situation and the particular needs 

of any specific person who may receive this report. 
The information contained herein is believed to be reliable, its completeness and accuracy is however not guaranteed.  Opinions expressed in this report are 
subject to change without notice, and no part of this publication is to be construed as an offer, or solicitation of an offer to buy or sell any securities or financial 

instruments whether referred therein or otherwise.  We do not accept any liability whatsoever whether direct or indirect that may arise from the use of 
information contained in this report.   
 

Regulatory Disclosures as required by the Hong Kong Securities and Futures Commission 
Policies of China Investment Securities (HK): 
 Research analysts who publish investment research are not directly supervised by, and do not report directly to, investment banking or sales and trading 

personnel. 
 Research analysts’ compensation or remuneration should not be linked to any specific investment banking function or to recommendations in research. 
 Research analysts or their associates are prohibited from dealing in the securities or any derivatives of any companies the research analysts 

review/analyse/cover. 
 Research analysts or their associates are prohibited from holding any directorship or other position in any company the research analysts 

review/analyse/cover. 

China Investment Securities (HK) is not a market maker in the securities of the subject companies mentioned in this report. 
China Investment Securities (HK) does not have any investment banking relationship with the companies mentioned in this report within the last 12 months. 
China Investment Securities (HK) and the research analysts who publish investment research do not have any interests relationship with the companies mentioned 

above. 
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