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DBA (3335 HK, Market cap. US$180mn, NR) released a strong set of 1H07 

interim results. Net profit grew 42% YoY, 18% HoH to Rmb 119mn. 

Growth was driven by increased sales of optical communications 

equipment and expansion into new business area, namely manufacturing 

ATM booth and distributing mobile handset. Despite the contribution of the 

new businesses is still small, we see strong potential in these business 

segments. We are upgrading our earning by 2.5% (’07). 5.9% (’08). The 

company is cheap trading at 3.7x ’07 ex-cash PE, with 43% ’08 earnings 

growth. It has strong 30% ROE, net cash position at 30% of market cap, 

5.6% dividend yield.  

Strong revenue growth  

Revenue grew 63% YoY, 41% HoH to Rmb508mn due to expansion into new 

business area, retail sale of stored value phone card and sale of mobile phone. 

However, these are high revenue, but low margin businesses, with only about 3-5% 

net profit margin.  Excluding the new businesses, revenue still grew strongly at 

32%YoY, 14% HoH. 

Slow down in public/wireless phone but offset by growth in optical 

communications equipment 

Sales of public and wireless phone decreased 13% HoH. This is offset by strong 

growth in the sale of optical communications equipment which recorded a strong 

109% HoH revenue growth due to increasing deployment of broadband. We expect 

strong demand to continue.  

Handset distribution business is low risk and high potential 

The handset distribution business only started in Mar 07. Capitalizing on DBA’s long 

term relationship with mobile operators, DBA acting as an agent for handset 

manufacturer to distribute handset to mobile operator. DBA receive about 5% of 

handset sales for every handset sold. This is a low risk business, as the company 

doesn't hold any inventory and purely acting as an agent. Despite the business is 

only under trial and is still small, we see great potential. 

Potential spin off of stored value phone card retail business 

The company is expected to spin off its stored value phone card retail business, 

when the company achieves 15,000 to 30,000 points of sale. However, DBA current 

only has around 500 POS and has a year end target of 1,000, the potential spin off 

provides longer term upside. 

30% payout ratio to be maintained 

The company announced no interim dividend, but management confirmed the 

group policy of 30% full year pay out ratio is unchanged. We estimate the annual 

dividend would be about HK7.6 cent, ~5.6% yield.  
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DBA HoH P&L 

Rmb mn 1H06 2H06 1H07 HoH YoY 
Turnover 311 359 508 41.3% 63.2% 
      
Cost of sales (183) (211) (332) 57.6% 81.4% 
      
Gross profit 128 148 175 18.2% 37.2% 
    margin 41.1% 41.3% 34.5%   
      
Other revenue 2 4 5 40.4% 246.4% 
      
  Selling and distribution 
expenses (19) (21) (25) 19.8% 34.6% 

  General and administrative 
expenses (11) (12) (14) 14.7% 26.0% 

  Other operating expenses (0) 0 (0) -124.7% -87.1% 
Opex (30) (33) (39) 18.7% 30.1% 
      
Profit from operations 99 119 141 18.8% 42.6% 
  Margin 31.9% 33.2% 27.9%   
      
Finance costs (0) (0) 0   
      
Profit before taxation 99 119 141 18.8% 42.9% 
      
Income tax (15) (18) (23) 23.7% 47.2% 
      
Profit for the year 84 101 119 17.9% 42.1% 
    Margin 26.9% 28.0% 23.4%   

 

 
 
 

Key to CLSA investment rankings: BUY = Expected to outperform the local market by >10%; O-PF = Expected to outperform the local 
market by 0-10%; U-PF = Expected to underperform the local market by 0-10%; SELL = Expected to underperform the local market by 
>10%. Performance is defined as 12-month total return (including dividends). 
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