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SWIMMING out of choppy waters.
Strong Q207 resulis. Qian Hu re-
cently turned in its Q207 results. It
impressed with a 94.4 per cent
year-on-year increase in Q207 net
profit to $$1.2 million.

Revenue rose 22.6 per cent
year-on-vear to 5322.4 million.
Qian Hu looks set for strong growth
in FY07, having reaped net profits
of $$2.1 million in H107, 80 per
cent of FY(06 net profit.

We forecast a 20.8 per cent
year-on-year increase in revenue to
$$92 million and a 62.8 per cent
year-on-year increase in net profit
10 $$4.3 million for FY07, and ex-
pect further double-digit growth in
Y08 top-line and bottom-line.

Boosting net profit margin. (ian
Hu recorded an overall increase in
net profit margin from 3.2 per cent
in Q206 to 5.1 per cent in Q207

As Qian Hu does not expect sig-
nificant variable costs, every dollar
increase in top-line will serve to
boost net margins

Its sirategy arting to bear
fruit, as evidenced by the increase
in net profit margins ac the
board between H106 and H107.

Net profit margins rose from
15.4 per cent to 18.5 per cent for its
fish segment, from 4.1 per cent to
4.2 per cent for its accessories seg-
ment, and from 6 per cent to 7 per
cent for its plastics segment.

Building its accessories busi-
ness. Going forward, manage-
ment’s focus is 1o grow the acc
ies segment, currently the s
largest revenue contributor at 38
per cent.

This segment has room for
growth as Qian Hu currently ex-
ports its accessories to only 20 coun-
L& as compared to 70 couniries
for its fish segment.

(Gian Hu's recent investment in
Arcadia will allow it to a the
higher-margin Europgan pet acces-
sories market while enjoying low
cast production in Guangzhou, and
thus boost overall margins.

Upgrade to BUY. Qian Hu's lat-
est results suggest that the group
may finally be reaping the rewards
ofits FY04-FYO05 restructuring exer-
cise.

We have raised our FYQ7 reve-
nue projection to $$92 million (pre-
viously $$82.2 million} and net prof-
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Based on 17x FY08 PER, we de-
rive a fair value of $$0.21. We up-
grade our rating from Hold to BUY.
BUY












