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BUY HK$3.77 Hs. 25,555 QJY Media

Reason for Report: Company update . . .

Potential Catalyst: Accelerated expansion by » Story: QJY Media has recently announced the addition of Life

replicating its success in Fujian to other parts of China; Channel in Xiamen to its channel management platform. Upon

new exclusive advertising agency rights for channels in

Hubei, Chongqing & Xiamen also boost growth. completion, the platformis expected to capture over RMB2bn

worth of gross advertising value by 2008.

':‘A':G';T_ﬂ - (852) 2863 8879 - » Point: During I_=Y07, the company should com_plete a totall of
mavis_hui@hk.dbsvickers.com 280 TV drama episodes as planned. Coupled with about eight
months of contribution from managing the Drama Channel in
FORECASTS AND VALUATION Hubei, we expect QJY Media to run on track towards achieving a
FY Sep (HK$m) 2005A  2006A  2007F  2008F 5209, y-o-y growth in net profit to RMB128m.
Turnover 106 125 190 321 » Relevance: Riding on a booming Chinese advertising market,
EBITDA 76 92 142 224 QJY Media’s proactive expansion in both TV programming and
Pretax Profit 68 84 133 215 channel management businesses should well support its growth
Net Profit 66 84 128 200 . . , :
EPS (HKS) 016 017 o024 o035 Phase in the coming years. The company's share price has
EPS Gth (%) 28.5 6.4 39.7 445 recently derailed from a record high level of HK$5.59 amid
PE (x) 233 21.9 15.7 10.8 volatilities in global market sentiment. Trading at 15.7x FYO7 PE,
P/Cash Flow (x) (246) (34.1) (968.2) 106.2 an attractive 0.3x PEG, and at the lowest-end PE multiple across
EV/EBITDA (x) 222 200 142 96 peers, we believe its current price offers a good buying
DPS (HK$) 003 004 004 007 ) .
Div Yield (%) 0.8 1.0 1.2 1.8 opportunity. We reiterate a BUY.
ESEG(;?)””Q (%) czazsz c%sg c1a852 CZ%SS Exclusive ad agency rights in Xiamen. QJY Media recently announced its
Book Value (HK$) 0.8 1.0 15 1.8 acquisition of ex_clusive advertising agency rights for the Li_fe Channel of
P/Book Value (x) 4.7 36 25 2.1 Xiamen TV Station, for aterm of three years, commencing 2008. The

contract is renewable for two successive three-year terms till 2016. It will

SHARE PRICE CHART pay RMB20m in agency fee per year (to be increased by 12% and 13.8%,

HK$ respectively, for the second and third of the three-year term),
6.50 QJY Media plus budgeting RMB20m p.a. to buy and produce the required content.
5.50 Life Channel runs 19 hours daily and achieves an annual rate card of over
‘3"28 RMB300m. Given that the channel’s scale of operation is on a city level
550 rather than provincial or satellite, we prudently expect immaterial
150 LT = 100-Day MA contribution in FY08. As Life Channel’s TV rating precedes four channels
Sep-06 Dec-06 Mar-07 Jure07 Sep-07 of CCTV and stands among the top 20 in Xiamen, decent returns should
surface in about a year’s time after QJY Media steps in.
AT A GLANCE e : ; ; ;
. More opportunities and synergies ahead. Following this deal, QJY Media
Issued Capital (m shrs) 576 ST . . . . .
has been granted top priority for potential co-operation in an impending
Mkt Cap (HK$m/US$m) 2,172 1279 i h | of Xi ) dditi lv. th h
Major Shareholders (%) sate_ ite channe of Xiamen 'I_'V Statlor_1.A itionally, the company as
Leung Anita Fung Yee Maria 318 achleveq encouraging res_ults in managing the Drama Channel of Hubei
Aegis Group 16.88 TV Station since 1Q07 - its viewership reached No. 1 among cable TV
Free Float (%) 51.32 stations in Hubei for 8M07. As the company realises increasing success
Avg Daily Volume (m shrs) 2.3 in channel management, a larger number of TV stations could be
prepared to join QJY Media’s platform to further strengthen the
Earnings Rev: FY07 n.a.; FY08 up 1% operations. All in all, the company’s growing content library should
Consensus EPS:  FY07: HK$0.23 : FY08: HK$0.33 provide synergies for its one-stop media and marketing business model.

Variance vs Cons: FY07: 4.57% ; FYO08: 4.38% Buying opportunity. QJY Media is among the few listed vehicles that

directly tap the robust advertising market in China. The company rides on
a positive outlook to potentially achieve over 50% earnings CAGR for
FY06-08, yet trading at just 10.8x FY08 PE against an average of 42.1x
across media operators in China. Trading at 40% discount to our target
price of HK$6.26 (based on 18x FY08 PE), it is a BUY.

Sector: Media

Bloomberg/Reuters Code: 2366 HK / 2366.HK

Principal Business: A one-stop media service provider,
successfully allied with major domestic TV stations in
China to provide full range of integrated services,
ranging from TV drama concept development &
production to distribution & advertising arrangements,
as well as channel management operations.
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Peers Table
Mkt PE PE PE Yield Yield Yield P/Bk P/Bk P/Bk ROE ROE ROE

Currency  Price Cap Yr O06A O7F O8F O06A O7F O8F 06A O07F O8F O06A O07F O8F
Company Name Code Local$ US$m ended X X X % % % X X X % % %
TV-related operators
Beijing Gehua 600037 CH CNY 31.61 4,460 Dec 754 850 628 02 05 08 89 86 7.6 140 11.2 128
TVB* 511 HK HKD 459 2,581 Dec 169 157 145 37 40 43 41 38 34 245 240 237
Hunan TV 000917 CH CNY 253 1,140 Dec 4439 2410 1488 00 na. 00 45 44 43 11 09 13
Phoenix Satellite 8002 HK HKD 1.73 1,099 Dec 402 346 298 038 1.0 10 70 65 56 19.7 215 223
Shannxi Broadcast 600831 CH CNY 37.02 1,027 Dec 2848 1064 490 00 na. 00 71 na. na 29 80 124
China TV Media 600088 CH CNY 32.38 1,020 Dec 161.1 1245 850 03 02 04 98 91 82 6.2 129 193
QJY Media* 2366 HK HKD 3.77 280 Sep 219 157 10.8 1.0 1.2 1.8 36 25 2.1 183 182 209
Average 149.2 890 573 09 14 12 64 58 52 124 13.8 16.1
Publishing
Chengdu B-ray 600880 CH CNY 32.04 777 Dec 641 56.2 375 06 08 09 123 92 7.7 19.7 196 222
Beijing Media 1000 HK HKD 71 50 Dec 623 236 138 29 32 52 na 10 1.0 1.7 90 69
Average 63.2 399 257 18 20 3.1 123 51 4.3 107 143 145
Outdoor
Focus Media FMCN US uUsD 47.79 5,330 Dec 579 348 256 00 00 04 46 64 52 166 182 189
Clear Media 100 HK HKD 7.9 532 Dec 338 275 175 00 00 04 21 21 18 7.1 7.7 109
Average 458 312 216 00 00 04 34 42 35 11.8 129 149
Internet
Tencent 700 HK HKD 44.3 10,140 Dec 709 56.0 40.2 n.a. 04 0.7 180 155 11.6 32.0 29.1 33.9
Baidu.com BIDU US USD 268.79 6,171 Dec 2229 116.7 715 0.0 0.0 0.0 429 353 24.0 25.6 33.8 373
Sina SINA US USD 47.28 2,585 Dec 639 475 343 00 00 00 60 58 49 113 13.1 16.0
Sohu SOHU US Usb 38.23 1,417 Dec 546 454 294 00 00 00 80 74 57 181 179 2238
51job JOBS US uUsb 1599 439 Dec 348 249 195 00 00 03 32 30 25 11.0 123 153
Tom Group 2383 HK HKD 0.77 385 Dec 963 385 257 00 00 00 10 11 1.0 11 81 0938
Average 90.6 548 368 0.0 0.1 0.2 132 11.3 8.3 16.5 19.0 225
Grand Average 106.2 644 42.1 06 08 10 90 7.6 6.0 13.6 15.6 18.0

Source: Bloomberg, *DBS Vickers
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Financials at a Glance

Income Statement (HK$m) Balance Sheet (HK$m)
FY Sep 2005A 2006A 2007F 2008F FY Sep 2005A 2006A 2007F 2008F
Turnover 106 125 190 321 Fixed Assets 23 30 37 44
EBITDA 76 92 142 224  Other LT Assets 90 158 260 351
Depr/Amort (5) (7) (8) (9) Cash/ST Investments 157 190 278 148
Opg Profit 70 85 134 215  Other Current Assets 196 321 488 738
Associates Inc - - - - Total Assets 466 699 1,063 1,282
Interest (Exp)/Inc 2) (1) (1) 0 ST Debt 55 109 109 109
Exceptionals - - - - Other Current Liab 25 51 76 125
Pre-Tax Profit 68 84 133 215 LT Debt 6 6 6 6
Tax (2) (0) (5) (15)  Other LT Liab - - - -
Minority Interest - - - - Minority Interests - - - -
Net Profit 66 84 128 200 Shareholders' Equity 380 533 873 1,043
Sales Growth (%) 24.4 17.7 52.0 68.8 Total Capital 466 699 1,063 1,282
Net Profit Gr (%) 31.5 26.2 53.0 56.5 Share Capital (m) 470 510 576 576
EBITDA Mgn (%) 71.1 73.7 74.5 69.7 Net Cash/(Debt) 96 75 163 34
Opg Mgn (%) 67.4 71.2 73.1 69.0 Working Capital 274 351 581 653
Tax Rate (%) 3.3 0.4 4.0 7.0 Net Gearing (%) cash cash cash cash
Cash Flow Statement (HK$m) Segmental Breakdown (HK$m)
FY Sep 2005A 2006A 2007F 2008F FY Sep 2005A 2006A 2007F 2008F
Profit before tax 68 84 133 215 TV programme
Depr/Amort 5 7 8 9 related income 56 74 81 115
Taxation (1) (2) (2) (2)  Marketing
Chg in Wkg Cap (146)  (146)  (143)  (202)  related income 17 36 78 173
Othr Non-Cash 1 ) 2 1 public relations
Operational CF (72) (56) @ 20 service income 34 15 30 33
Capex @ (3 (4 (15 1ot sales 106 125 190 321
Assoc, M, Invsmt (9) (18) (95) (71)
Investment CF (13) (31) (109) (85)
Net Chg in Debt 18 48 (0) (0)
New Capital 128 86 232 -
Dividend (18) (12) (26) (40)
Other financing CF (11) (7) (7) (24)
Financing CF 117 115 199 (65)
Chg in Cash 32 28 88 (129)
Chg in Net Cash 14 21) 88 (129)
Valuation Graph: PE (x) Price Relative to Index
QIN JIA YUAN MEDIA SVS. - PER QIN JIA YUAN MEDIA SVS.
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Source: Company, Datastream, DBS Vickers
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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 (0-15% total return over the next 12 months for small caps, 0-10% 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); and Bloomberg(DBSR GO).
For access, please contact your DBSV salesperson.

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. The analyst and DBS Vickers
(Hong Kong) Limited (“DBSVHK") certify that no compensation or benefits in connection with this research
report is received from the listed corporation or other 3™ party. 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.

This document is published by DBSVHK, a direct wholly-owned subsidiary of DBS Vickers Securities Holdings
Pte Ltd. (“DBSVH"). 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 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. As of the latest available date and information, DBSVHK, DBSVS, DBS Bank Ltd
and/or its affiliates, including of DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-registered broker-
dealer, have not beneficially owned a total of 1% or more of any class of common equity securities of the
subject company mentioned in this document. As of the latest available date and information, DBSVHK,
DBSVS, DBS Bank Ltd and/or its affiliates, including of DBSVUSA, within the past 12 months, have not
received compensation and/or may within the next 3 months seek to obtain compensation for investment
banking services from the subject company.

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. DBS
Vickers Securities (UK) Ltd 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.
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