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A positive transition 
 

QJY has recently signed an exclusive agreement with Beijing 
Xinhua Zhaoxun Culture Media Company Ltd. (“Xinhua 
Zhaoxun”, 北京新華兆訊文化傳播有限公司) to underwrite 
their outdoor LED advertising business in China, with an 
initial term of 8 years.  

At the moment, Xinhua Zhaoxun has 6 outdoor LEDs in 
major cities of China, broadcasting advertisements as well as 
news content provided by Xinhua News Agency. With 
Xinhua Zhaoxun’s addition of more LEDs ahead, as well as 
synergies from QJY’s existing operations, we believe this 

new outdoor advertising division could generate a strong 
source of income for QJY, lifting its growth prospects, and 
reinforcing the company as a fully integrated media group 
in China. 

We currently believe that management is targeting to 
generate over RMB100m revenue from this new outdoor 
advertising division for FY10. Coupled with contributions 
from existing operations, we expect QJY could achieve over 
HK$600m revenue and over HK$180m gross profit for FY10. 

New targets for FY10F 
 

Revenue
(RMBm)

Gross Margin
(%)

Remarks

1) TV advertising (i.e. channel
mgt.)

180 30-35%    54 to       63 QJY currently owns the exclusive advertising rights of
9 TV channels in China.

2) Production & distribution:-

a) Production (non-script) n.a. 20-25%      7 to         8 58% of newly produced TV programs in China must
be non-script (e.g. situational drama). Among these,

30% must be produced by the private sector (e.g.
QJY).

b) Production (grade A
drama - sourced)

n.a. 50-65%    17 to       21 42% of newly produced TV programs in China will be
drama.

c) Distribution (direct sale) n.a. 25-30%     8 to      10
d) Distribution (syndication) n.a. 40-50%    13 to       17 Every hourly episode barters for c.2 minutes of

commercial airtime.
Sub-total: 132 34-42%   45 to      56

3) Outdoor LED advertising 100 15-20%    15 to       20 Xinhua Zhaoxun currently has 6 outdoor LEDs in
China (2 in Beijing, 2 in Shanghai, 1 in Chengdu and

1 in Guangzhou).
4) Entertainment & artist

management
55 25-30%    14 to       17 Has 65% stake in a JV with IMPACT (the largest

concert producer in Asia).

5) Film library 45 60-65%    27 to       29 QJY owns 5,000 hours of film library (note: 82% of all
TV programs in China are repeated programs.)

6) Marketing 23 25-30%      6 to         7 Acquired 90% of Hong Kong's top marketing firm -
Triangle.

7) TV shopping 4 10%   0.4 to      0.4 QJY currently partners with GS Home Shopping (the
world's 3rd largest TV shopping player) to test the

market.
Total 539 29.7%-35.6% 160 to    192

Gross Profit
(RMBm)

Business divisions

(eqv. HK$614m) (eqv. HK$182-219m)
 

Source: DBS Vickers          (Exchange rate: RMB1=HK$1.14) 
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Growth potentials & catalysts 

a) Strong partner in outdoor LED advertising. According to 
QJY, Xinhua Zhaoxun is a joint venture between Xinhua 
News Agency’s appointed party as well as several 
minority shareholders, including Goldman Sachs. With 
sound support from Xinhua News Agency, the joint 
venture’s platform is among <0.1% of all LEDs across 
c.3,000 cities of China that can broadcast live news 
content.  

Building on Xinhua Zhaoxun’s existing platform with 6 
outdoor LEDs in 4 major cities of China (i.e. Beijing, 
Shanghai, Chengdu and Guangzhou), the latest 
expansion targets involve prudently achieving:  

A total of 9 LEDs in 6 cities by 2010;  

A total of 19 LEDs in 12 cities by 2011;  

And >38 LEDs in 25 cities by 2012.  

QJY will capture all the advertising income from the 
operations, and in return paying an underwriting fee to 
Xinhua Zhaoxun. Based on estimated advertising revenue 
of RMB63m from the existing LEDs in 2009, QJY targets 
to generate at least RMB100m revenue for FY10 from 
this new division.  

As market environment gradually normalizes while the 
LED platform continues to expand in scale, it is likely that 
on-going contribution from this new outdoor advertising 
division could grow progressively.  On this basis, QJY 
should likely triple this division’s revenue by 2012 without 
much difficulty.    

b) Synergies from existing operations. QJY has a 
professional team with more than 10 years of media 
experience in China. Through its TV content production 
and channel management businesses, the company has 
already established good ties with various 4A-advertising 
agents, local brokers, and renowned brand owners 
including Coca-Cola, Johnson & Johnson and P&G. Its 
well-embedded expertise in advertising and media-related 
operations should provide a strong basis for the company 
to tap into the Chinese outdoor advertising industry.  

Apart from news content provided by Xinhua News 
Agency, QJY’s sizeable film library (>5,000 hours of 
episodes) and on-going production of non-script content 
(including concerts organized by its joint venture with 
IMPACT, Asia’s largest concert producer) could all serve 
as additional content sources to support its outdoor 
advertising business whenever applicable.   

c) Expansion of channel management division. QJY has 
maintained strong double-digit revenue CAGR for its 
channel management division since the business rollout 
in 2007. Riding on a solid platform with 9 TV channels, 
the company targets to expand the scale to 16 TV 
channels by 2010 through acquisitions of exclusive 

advertising rights. Such plans should further enhance its 
overall growth prospects. 

d) Other growth drivers. QJY has utilised its drama library to 
launch own branded 2-hour program Dandelion Theatre 
(浦公英劇場) across 50 or more TV channels in China. 
This has lifted the commercial airtime available for QJY to 
capture more ad revenue. Additionally, the company’s 
on-going production of low budget drama & quality non-
script programs that usually involve a short repayment 
cycle should also lighten its business outlook. 

e) Exploring TV shopping opportunities. QJY has recently co-
operated with GS Home Shopping, the world’s third largest 
home shopping player, to introduce TV shopping business 
into the company’s channel management platform. GS 
Home Shopping will be responsible for advertisement 
production, merchandise sourcing and logistics 
arrangements, while QJY will provide commercial airtime to 
broadcast the respective advertisements and receive a 10% 
commission from the TV shopping business.  

The home shopping market in China is still very 
premature at this stage. In 2008, total sales generated 
from the home shopping industry reached RMB20bn, 
representing merely 0.2% share of total retail sales in 
China. Comparing to home shopping industries in both 
Korea and the US, which shared 8% and 10% of their 
retail markets respectively, we do see an abundant room 
for the business to develop in China.  

QJY’s TV partner is currently applying for a national TV 
home shopping license. Upon successful application, the 
company could likely possess another new driver for 
growth. 

Peers valuation  

Looking across some listed media plays that operate in China, 
most of their trading multiples have currently surpassed 20x 
prospective PE as investors expect a gradual economic 
recovery ahead. We continue to believe that the Chinese 
advertising market should see a faster recovery versus other 
regions worldwide. On this basis, QJY could likely see a 
gradual re-rating as its operations continue to recover under a 
more normalised operating environment. The company’s new 
outdoor advertising business should also strengthen its 
growth prospects, transforming QJY into an integrated, cross-
media play in China.   

Risks & concerns 

QJY’s capabilities on funding further acquisition of TV 
advertising rights to expand its channel management division 
is critical for future growth prospects. Other factors include 
possible execution and regulatory risks, especially given the 
company’s latest extension into outdoor LED advertising 
operations, as well as other potential expansion plans such as 
operating TV shopping businesses in China. 
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Peer comparison 
 

Mkt

Currency Price Cap 08A 09F 10F 08A 09F 10F 08A 09F 10F

a) TV Media

Beijing Gehua 600037.CH CNY 14.32 Dec 46.2 48.2 42.2 1.0 0.6 0.7 3.5 3.4 3.2

Hunan TV 000917.CH CNY 18.86 Dec 377.2 89.0 70.4 0.1 0.2 0.3 4.5 3.2 3.1

Phoenix Satellite 2008.HK HKD 1.8 Dec 31.1 31.0 25.0 1.1 0.9 1.0 5.5 5.0 4.4

QJY Media 2366.HK HKD 1.74 Sep 5.4 n.a. n.a. 1.9 n.a. n.a. 1.5 n.a. n.a.

Shaanxi Broadcast 600831.CH CNY 8.56 Dec 85.6 40.0 30.2 0.4 0.1 0.6 3.1 3.0 2.8

b) Out-of-home Media Stock Code

Operators in China
AirMedia AMCN.US USD 8.36 562 18.6 n.a. 28.0 0.0 0.0 0.0 1.9 1.9 1.7
Clear Media 100.HK HKD 3.61 244 11.4 13.9 8.7 0.0 0.1 0.4 0.8 0.7 0.7
Focus Media FMCN.US USD 13.35 1,729 n.a. 28.2 18.4 0.0 0.0 0.0 1.5 1.1 1.0
I-Level Media Group ILVL.US USD 0.015 1 n.a. n.a. n.a. 0.0 n.a. n.a. n.a. n.a. n.a.
VisionChina Media VISN.US USD 8.9 638 13.3 20.7 15.1 0.0 0.0 n.a. 2.4 2.3 2.0

c) Print Media

Beijing Media 1000.HK HKD 4.5 Dec 19.8 90.0 34.6 5.0 0.4 0.9 0.6 0.7 0.7

Chengdu B-Ray 600880.CH CNY 22.83 Dec 43.9 32.0 25.4 0.7 0.8 0.9 7.0 6.9 5.6

d) New Media

Baidu.com BIDU.US USD 396.23 Dec 88.3 62.2 43.4 0.0 0.0 0.0 21.8 20.4 13.9

NetEase.com NTES.US USD 39.62 Dec 21.1 18.4 13.7 0.0 0.0 0.0 5.4 4.6 3.4

SINA SINA.US USD 40.4 Dec 28.1 36.0 26.9 0.0 0.0 0.0 3.6 3.0 2.7

Sohu.com SOHU.US USD 55.16 Dec 13.3 14.0 12.9 0.0 0.0 0.0 3.5 3.4 2.6

Tencent 700.HK HKD 138.6 Dec 78.7 44.7 32.3 0.2 0.4 0.5 25.1 19.5 12.8

Average 58.8 40.6 28.5 0.6 0.2 0.4 5.7 5.3 4.0

----- Yield ------ ------ P/Bk -------------- PE --------

 

Source: DBS Vickers, Bloomberg 
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends  
 
DBS Vickers Research is available on the following electronic platforms: DBS Vickers (www.dbsvresearch.com); Thomson 
(www.thomson.com/financial); Factset (www.factset.com); Reuters (www.rbr.reuters.com); Capital IQ (www.capitaliq.com) and Bloomberg (DBSR 
GO). For access, please contact your DBSV salesperson. 

 
GENERAL DISCLOSURE/DISCLAIMER 
This document is published by DBS Vickers (Hong Kong) Limited (“DBSVHK”), a direct wholly-owned subsidiary of DBS Vickers Securities Holdings 
Pte Ltd ("DBSVH").  This report is intended for clients of DBSV Group only and no part of this document may be (i) copied, photocopied or 
duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBSVHK.  DBSVHK and the research analyst will 
not be held responsible if this investment research, or recommendation is published or otherwise reproduced in whole or in part by the mass 
media without the relevant disclosures.  

 

The research is based on information obtained from sources believed to be reliable, but we do not make any representation or warranty as to its 
accuracy, completeness or correctness.  Opinions expressed are subject to change without notice.  This document is prepared for general 
circulation.  Any recommendation contained in this document does not have regard to the specific investment objectives, financial situation and 
the particular needs of any specific addressee.  This document is for the information of addressees only and is not to be taken in substitution for 
the exercise of judgement by addressees, who should obtain separate legal or financial advice.  DBSVHK accepts no liability whatsoever for any 
direct or consequential loss arising from any use of this document or further communication given in relation to this document.  This document is 
not to be construed as an offer or a solicitation of an offer to buy or sell any securities.   DBSVH is a wholly-owned subsidiary of DBS Bank Ltd.  
DBS Bank Ltd 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 document.  DBSVHK, DBS Vickers Research (Singapore) Pte Ltd (“DBSVR”), DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), DBS Bank 
Ltd and their associates, their 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.   

 

The assumptions for commodities in this report are for the purpose of forecasting earnings of the companies mentioned herein. They are not to be 
construed as recommendations to trade in the physical commodities or in futures contracts relating to the commodities mentioned in this report 

 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking transaction as a 
manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, including any clarification on disclosures 
in this disclaimer, or to effect a transaction in any security discussed in this document should contact DBSVUSA exclusively.   
 
ANALYST CERTIFICATION 
The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies 
and their securities expressed 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.  As of the date the report is 
published, the analyst and his / her spouse and/or relatives and/or associate who are financially dependent on the analyst, do not hold interests in 
the securities recommended in this report (“interest” includes direct or indirect ownership of securities, directorships and trustee positions).   
 
COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Vickers (Hong Kong) Limited do not have a proprietary position in the securities recommended in this report as of the date 
the report is published. 

2. DBSVHK, DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-
registered broker-dealer, may beneficially own a total of 1% or more of any class of common equity securities of the subject 
companies mentioned in this document as of the latest available date of the updated information.  
 

3. Compensation for investment banking services:  
DBSVHK, DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA may have received compensation, within the past 12 
months, and within the next 3 months may receive or intends to seek compensation for investment banking services from 
subject companies mentioned in this document.  
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RESTRICTIONS ON DISTRIBUTION 

General 
This report 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 where such distribution, publication, availability or use 
would be contrary to law or regulation. 

Australia 

This report is being distributed in Australia by DBSVHK, DBSVR and DBSVS, which are exempted from the requirement 
to hold an Australian financial services licence under the Corporation Act 2001 [“CA] in respect of financial services 
provided to the recipients.  DBSVHK, DBSVR and DBSVS are regulated by the Securities and Futures Commission 
under the laws of Hong Kong, and the Monetary Authority of Singapore [“MAS”] under the laws of Singapore, 
respectively, which differ from Australian laws.  Distribution of this report is intended only for “wholesale investors” 
within the meaning of the CA. 

Hong Kong 
This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by 
the Hong Kong Securities and Futures Commission. 

Singapore 

This report is being distributed in Singapore by DBSVR, which holds a Financial Adviser’s licence and is regulated by 
the MAS.  This report may additionally be distributed in Singapore by DBSVS (Company Regn. No. 198600294G), 
which is an Exempt Financial Adviser as defined under the Financial Advisers Act.  Any research report produced by a 
foreign DBS Vickers entity, analyst or affiliate is distributed in Singapore only to “Institutional Investors”, “Expert 
Investors” or “Accredited Investors” as defined in the Securities and Futures Act, Chap. 289 of Singapore.  Any 
distribution of research reports published by a foreign-related corporation of DBSVR/DBSVS to “Accredited Investors” 
is provided pursuant to the approval by MAS of research distribution arrangements under Paragraph 11 of the First 
Schedule to the FAA.  

United 
Kingdom 

This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the 
meaning of the Financial Services and Markets Act and is regulated by The Financial Services Authority.  Research 
distributed in the UK is intended only for institutional clients. 

Dubai/ 
United Arab 

Emirates 

This report is being distributed in Dubai/United Arab Emirates by DBS Bank Ltd, Dubai (PO Box 506538, 3rd Floor, 
Building 3, Gate Precinct, DIFC, Dubai, United Arab Emirates) and is intended only for clients who meet the DFSA 
regulatory criteria to be a Professional Client.  It should not be relied upon by or distributed to Retail Clients.  DBS 
Bank Ltd, Dubai is regulated by the Dubai Financial Services Authority. 

United States 
Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person 
except in compliance with any applicable U.S. laws and regulations. 

Other 
jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for 
qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such 
jurisdictions. 
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