SUNNY SIDE UP
Start your day the Kim Eng way
What’s cooking

Today’s market forecast

Renewable Energy Asia (REAG SP, $0.255, TP $0.35,
BUY) – REA recently said that it is disposing of its
fastening business for $7.6m. We believe this move is
a step in the right direction and completion is only a
matter of time. The sale will allow REA to consolidate
its resources in the core renewable energy business.
We reiterate our BUY recommendation with a new
target price of $0.35, pegged at 11x FY Mar12F PER.
ericong@kimeng.com

Hot stock
Qian Hu (QIAN SP, $0.125, NOT RATED) – Qian Hu
recently announced weak results, with a sharp 65%
drop in 4Q10 net profit, capping off a disappointing
year. While one‐off factors have contributed to this
decline, we caution that the ornamental fish industry
is vulnerable to changing tastes and trends, and a
potential drop in demand from such changes
remains. With its thin margins, Qian Hu's valuations
are not compelling at this time.
rohan@kimeng.com

Top news in bite‐sized pieces
OVERNIGHT…
US markets were closed for Martin Luther King Jr’s
birthday. However, investors will have to deal with
Apple tonight, as the company will announce Dec
quarter results, while CEO Steve Jobs has announced
that he is taking medical leave to deal with his latest
health struggles.
LOCAL…
SIA’s Dec 2010 load factor fell 3.6pp to 80.7%.
While part of the fall could be due to capacity
increase of 4.9% YoY, the actual number of
passengers also fell 1% to 1.5m due to weather
disruptions and lower promotional fares. However,
cargo load factor was stable at 63.5%.
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OVERCAST
Last close: 3,238.63 (‐7.33)
Forecast high: 3,263
Forecast low: 3,219

STI TECHNICALS
The STI managed to hold above its 20‐day EMA
which appears to be a good support level. A
break below 3,220 would drag the index lower
towards the next support at 3,195 (50‐day EMA).
14‐day RSI is above neutral. Resistance at 3,280.

Overnight market snapshots
Dow Jones
Nasdaq
FTSE 100
CAC 40
DAX Index

11,787.38
2,755.30
5,985.70
3,975.41
7,078.06

+55.5
+20.0
‐16.4
‐7.9
+2.4

Platinum privileges…
Walk the Talk: Mind the Gap – Riding the Ups and
Downs of Singapore Public Transport (28 Jan 2011):
Investing in transportation stocks such as
ComfortDelgro, SMRT and SIA does not have to be as
hard as getting a seat on the MRT during rush hour.
We tell you what’s moving and shaking for Singapore’s
world‐class public transportation system in the next
few years, and point you in the right direction for a
steady, comfortable ride. 7‐8pm. Kim Eng Investor
Centre, 23 Serangoon Central, #B2‐39 nex.
Webcast: To health and wealth in 2011! Steady at
the helm, ParkwayLife REIT (PREIT) remains focused
on delivering high distribution payout to unitholders.
In this video, we bring you on location scenes of some
of PREIT’s nursing homes for the aged in Japan, where
a huge “silver hair” market beckons. Also catch CEO
Yong Yean Chau of Parkway Trust Management
sharing his philosophy of harnessing the potential in
owning assets in the healthcare industry.
Link: http://www.youtube.com/user/kimengvideo

FULLY BOOKED

SEE APPENDIX I FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS

MORE TO DIGEST
Singapore Airlines (SIA SP) – December loads hold steady
Previous Day Closing price: $15.28
Recommendation: BUY (maintained)
Target price: $18.90 (maintained)
SIA’s December passenger load factors dipped 3.6 percentage points YoY but still remained
healthy at 80.7. Cargo continued to outperform expectations, with load factor holding steady at
63.5. While overall loads seemed to have flattened, SIA’s earnings should see a boost from higher
ticker prices. The company reports 3Q11 numbers on January 28th. We maintain our Buy
recommendation to target price of $18.90.
rohan@kimeng.com

Year End Mar 31
Sales (S$ m)
Pre‐tax (S$ m)
Net profit (S$ m)
EPS (S cts)
EPS growth (%)
PER (x)
EV/EBITDA (x)
Yield (%)

2009
15,996.3
1,312.5
1,175.4
99.1
‐42.6
15.4
5.9
2.6

2010
12,707.3
285.5
215.8
18.2
‐81.6
84.0
8.3
0.8

2011F
15,275.7
2,020.4
1,631.3
136.7
651.7
11.2
4.4
4.6

2012F
16,039.7
2,535.8
2,051.4
171.9
25.8
8.9
3.7
6.5

2013F
17,014.2
2,722.9
2,202.9
184.6
7.4
8.3
3.4
6.5

Singapore Exchange (SGX SP) – 2Q11 results steady
SGX announced a steady set of 2Q11 results which reflected the increased market activities in
2010. Operating revenue was up 14% yoy (+8% qoq) from S$150.7m to S$172.2. Excluding ASX‐
SGX transaction cost, net profit was up 14% yoy and 10% qoq. Base dividend remains unchanged
at SG$0.04/ share.
jameskoh@kimeng.com
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WHAT’S COOKING

Renewable Energy Asia
Analyst: Eric ONG 65‐64321857 ericong@kimeng.com

The sale proceeds will also come in handy as the
cash can be deployed to develop its wind farm
Renewable Energy Asia (REA) recently said that it
projects.
is disposing of its fastening business for $7.6m.
Separately, REA has secured a concession to
We believe this move is a step in the right
direction and completion is only a matter of develop a 49.5MW wind farm in Binhai New
time. The sale will allow REA to consolidate its Area, China. Land and infrastructure resources
resources in the core renewable energy for the project will be provided by the Jiangsu
business. We reiterate our BUY recommendation provincial government. REA, which owns a 49%
with a new target price of $0.35, pegged at 11x stake, and Datang Renewable, its JV partner, will
be responsible for the construction and
FY Mar12F PER.
subsequent maintenance of the wind farm. The
Our View
total capex is estimated to be RMB500m, of
The total consideration for the proposed which 80% will be funded through bank
disposal amounts to about $7.6m. This borrowings.
represents a discount of 12.5% to the NTA of its Action & Recommendation
Fastening Companies as at end‐March 2010.
Given a possible loss of RMB5.1m that will be Datang Renewable’s lackluster share price
charged to the income statement, we have performance since its debut on the Hong Kong
tweaked our FY Mar11 earnings estimate by 19% stock exchange on 17 December 2010 suggests
waning investor appetite for wind power
to RMB39.5m.
producers. In view of this, we lower our target
The disposal is subject to approval by the
multiple to 11x FY Mar12F PER and trim our
shareholders. If they give the nod, the deal will
target price to $0.35 from $0.40. With 37%
be sealed and REA can then focus on its
upside potential, we maintain our BUY rating.
renewable energy segment while realising its
investment in the non‐core fastening business.

Event

Summary Financials
Year End Mar 31
Sales (RMB m)
Pre‐tax (RMB m)
Net profit (RMB m)
EPS (fen)
EPS growth (%)
PER (x)
EV/EBITDA (x)
Yield (%)
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2009
110.9
‐10.0
‐10.5
‐2.0
n.m
n.m
45.7
0.0

2010
99.4
‐101.6
‐101.4
‐19.2
n.m
n.m
4.6
0.0

2011F
505.0
52.6
39.5
6.9
n.m
18.6
11.4
0.0

2012F
963.8
120.6
99.5
16.0
91.3
8.1
7.0
0.0

2013F
1,369.7
201.3
151.0
24.3
51.1
5.3
4.3
0.0

HOT STOCK

Qian Hu Corporation
Analyst: Rohan SUPPIAH 65‐64321455 rohan@kimeng.com

Up‐to‐date in 60 seconds

Our view

Background: Qian Hu imports, breeds and
exports ornamental fish from countries in
Southeast Asia, South America and Africa and
exports them directly to more than 80 countries.
It also distributes ornamental fish and pet
accessories for more than 20 manufacturers to
local retailers and to wholesalers in Asia. Qian
Hu has 10 subsidiaries and a strong presence in
Singapore, Malaysia, Thailand, China and India.

Not a great year – With this weak showing in
4Q10, Qian Hu’s full year net profit dropped
35.7% to S$4.2m, while revenues declined by a
less severe 3.6%. Margins have fallen to 4.6%,
from 7% previously. Management has attributed
this poor result on several factors, including
weather conditions affecting fish breeding, as
well as transport interruptions from the volcanic
ash and heavy snowfall in Europe. Underlying
th
Recent Developments: On 13 January, Qian European demand was also particularly weak.
Hu announced weak results, with a sharp 65%
Takes stake in Indonesian company ‐ Qian
drop in 4Q10 net profit, capping off a Hu also announced the signing of an agreement
disappointing year.
with Joe Aquatic Indonesia to invest S$0.6m for
a 55% share of an Indonesian subsidiary. The
Key ratios…
company will primarily focus on the breeding of
Price‐to‐earnings: 12.5x
ornamental fish, and allows the broader group
Price‐to‐NTA: 0.9x
Dividend per share / yield: S$0.005 /4%
to tap into Indonesia’s diversity of ornamental
Net cash/(debt) per share: nm
fish resources.
Net cash/(debt) as % of market cap: nm
Source: Bloomberg, based on historical data

Everything else…
Share price
Issued shares (m)
Market cap (S$m)
Free float (%)
Recent fundraising
Financial YE
Major shareholders
YTD change
52‐wk price range

0.125
454.1
59.0
53.7%
na
31 Dec
Qian Hu Holdings (24%)
Yap family – (22.22%)
8.33%
0.115‐0.165

Source: Company

Valuations not compelling ‐ As one of the
market leaders in ornamental fish, management
believes that the business model will be
resilient. However, we caution that the
ornamental fish industry is open, to a certain
degree, to tastes and trends, and the risk of a
potential drop in demand from such changes
remains. As a result of these weak numbers,
Qian Hu’s FY10 PER of 12.5x is at the high end of
its historical trading range. On a price to book
basis, it is trading slightly below its historical
average. Dividend yield is decent at 3.8%.

Summary Financials
Sales (S$m)
Pre‐tax (S$m)
Net profit (S$m)
Net profit margin (%)
EPS (cts)
EPS growth (%)
PER (x)
Dividend yield (%)
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2006
76.1
5.3
2.6
3.4
0.6
na
20.8
4.8

2007
91.7
7.9
4.9
5.3
1.0
67.0
12.5
68.3

2008
93.1
9.2
6.0
6.4
1.3
30.0
9.6
1.6

2009
94.6
9.5
6.2
6.6
1.7
30.0
7.4
4.0

2010
91.2
5.3
4.6
5.0
1.0
‐41.0
12.5
3.8
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Results Calendar
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES
AND
DISCLAIMERS
This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. ("KER") or a
related entity to KER (as the case may be) who are institutional investors (for the purposes of both the Singapore Securities and
Futures Act (“SFA”) and the Singapore Financial Advisers Act (“FAA”)) and who are allowed access thereto (each an "Authorised
Person") and is subject to the terms and disclaimers below.
IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW,
YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO
LONGER WISH TO RECEIVE SUCH REPORTS.
This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute
financial advice, investment advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy
or sell any securities or related financial products. The information and commentaries are also not meant to be endorsements or
offerings of any securities, options, stocks or other investment vehicles.
The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive
it. The securities discussed in this report may not be suitable for all investors. Readers should not rely on any of the information
herein as authoritative or substitute for the exercise of their own skill and judgment in making any investment or other decision.
Readers should independently evaluate particular investments and strategies, and are encouraged to seek the advice of a financial
adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report. The
appropriateness of any particular investment or strategy whether opined on or referred to in this report or otherwise will depend
on an investor’s individual circumstances and objectives and should be confirmed by such investor with his advisers independently
before adoption or implementation (either as is or varied). You agree that any and all use of this report which you make, is solely at
your own risk and without any recourse whatsoever to KER, its related and affiliate companies and/or their employees. You
understand that you are using this report AT YOUR OWN RISK.
This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim Eng
affiliated entity/entities operating and carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively
or individually, as the context requires, "Kim Eng") which has, vis‐à‐vis a relevant Authorised Person, approved of, and is solely
responsible in that jurisdiction for, the contents of this publication in that jurisdiction.
Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of securities
of companies mentioned in this report, and may trade them in ways different from those discussed in this report. Derivatives may
be issued by Kim Eng its related companies or associated/affiliated persons.
Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this
report. These businesses include market making and specialised trading, risk arbitrage and other proprietary trading, fund
management, investment services and corporate finance.
Except with respect the disclosures of interest made above, this report is based on public information. Kim Eng makes reasonable
effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. The reader
should also note that unless otherwise stated, none of Kim Eng or any third‐party data providers make ANY warranties or
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have
liability for any damages of any kind relating to such data.
Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics,
text, images, logos, icons, typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other
proprietary rights, and that these rights are valid and protected in all forms, media, and technologies existing now or hereinafter
developed. The Content is the property of Kim Eng or that of third party providers of content or licensors. The compilation
(meaning the collection, arrangement, and assembly) of all content on this report is the exclusive property of Kim Eng and is
protected by Singapore and international copyright laws. The reader may not copy, modify, remove, delete, augment, add to,
publish, transmit, participate in the transfer, license or sale of, create derivative works from, or in any way exploit any of the
Content, in whole or in part, except as specifically permitted herein. If no specific restrictions are stated, the reader may make one
copy of select portions of the Content, provided that the copy is made only for personal, information, and non‐commercial use and
that the reader does not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all
copyright notices, trademark legends, or other proprietary rights notices. Except as provided in the preceding sentence or as
permitted by the fair dealing privilege under copyright laws, the reader may not reproduce, or distribute in any way any Content
without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any authorised/permitted
distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any way
represent an endorsement of the contents permitted or authorised to be distributed to third parties.
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Additional information on mentioned securities is available on request.
Jurisdiction Specific Additional Disclaimers:
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA,
AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO THE REPUBLIC OF KOREA, OR
PROVIDED OR TRANSMITTED TO ANY KOREAN PERSON. FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VIOLATION OF SECURITIES LAWS IN THE REPUBLIC OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE
FOREGOING LIMITATIONS.
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA,
AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO MALAYSIA OR PROVIDED OR
TRANSMITTED TO ANY MALAYSIAN PERSON. FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF
SECURITIES LAWS IN MALAYSIA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.
Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the
reader is receiving or accessing this report in or from other than Singapore.
As of 18 January 2011, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in the mentioned companies.
Analyst Certification:
The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject
securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed in the report.
© 2010 Kim Eng Research Pte Ltd. All rights reserved. Except as specifically permitted, no part of this presentation may be
reproduced or distributed in any manner without the prior written permission of Kim Eng Research Pte. Ltd. Kim Eng Research Pte.
Ltd. accepts no liability whatsoever for the actions of third parties in this respect.

Stephanie Wong
CEO, Kim Eng Research

5

