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Yestar International [2393.HK, HK$3.20]  – Rapid expansion into fast-growing IVD industry via M&As 

Market Cap: US$897.5m; Free Float: 39.0% 

Yestar (2393.HK; NOT-RATED) Company background: Established in 2000 and listed in HKEx in 

2013, Yestar is the sole processor and distributor of Fujifilm’s medi-

cal films and color photographic paper in China. With two major 

acquisitions, the company has expanded and shifted its business 

focus to distribution of in-vitro diagnostics (IVD) for well-known 

Roche Diagnostics, Becker and Dickinson (BD), and Thermo Fisher 

(TF). Major shareholder Hartono family owns a 61.01% stake.  

Rapidly growing IVD market: In-vitro diagnostics is a method to 

perform external diagnostic tests on an individual. This includes 

blood glucose monitoring, pregnancy test and pathogen detection 

for diseases like HIV and hepatitis. IVD market size was 

US$2,642m in 2013 and is expected to grow with CAGR of 19.1% 

between 2013 and 2018. Roche is currently the largest player in 

IVD in China with a market share of 21.5%.  

Strong earnings growth from M&A: 1H15 revenue of the compa-

ny grew 44% YoY, driven mainly by the IVD distribution business 

acquired in November 2014. Gross margin also improved from 

15.7% to 18% due to the high margin IVD distribution business. Net 

profit increased 49% YoY. Excluding contribution from IVD busi-

ness, revenue only grew 9% YoY. Management believes the new 

IVD distribution business will be future growth driver for the compa-

ny and the photographic paper business will be cash cow.  

Entered IVD distribution business by two M&As: (1) In Novem-

ber 2014, the company completed acquiring 70% of equity interests 

in Jiangsu UNO by a consideration of RMB245m. UNO distributes 

IVD in Jiangsu and Anhui for Roche and BD. The vendor provided a 

profit guarantee of RMB45m/54m/64m for 2014/15/16 for the target 

company. The acquisition price implied a 2015E PER of 6.5x. (2) In 

June 2015, the company announced an acquisition of 70% stake in 

Shanghai Emphasis for RMB910m.  The company distributes IVD in 

Shanghai for Roche and TF. The vendor provided a profit guarantee 

of RMB156m/187m/225m for 2015/16/17. The acquisition price im-

plied a 2015E PER of 8.3x.  

Based on the profit guarantee, this two businesses will contribute 

RMB176m to the bottom line of Yestar in 2016E. 

Share placement at a premium: The company completed placing 

307.7m shares (14.4% of expanded shares) at HK$3.00 per share 

(at a premium of 15.8% over the previous closing price) to 18 inves-

tors in July 2015. Net proceeds will be used to fund the above men-

tioned acquisitions and future potential acquisitions. Subscribers 

have a lock up period of six months starting from the completion 

date of subscription. On the list, we noticed some famous 

healthcare specific investors such as VIVO Capital and OrbiMed 

Healthcare Fund.  
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IVD to contribute over 50% of revenue in 2016E: IVD diag-

nostic, medical film, color photographic paper and industrial 

imaging products respectively accounted for 24%, 39%, 27% 

and 10% of total revenue in 1H15. With higher gross margin 

of 28.2%, IVD diagnostic contributed around 38% of gross 

profit within the period. With the completion of acquiring 

Shanghai Emphasis, we believe IVD will contribute more 

than 50% of top-line and around one-third of gross profit. The 

company expects a 10% growth for traditional business and 

IVD business will be the main growth driver.  

Valuation: Yestar is currently trading at 2016E PER of 20.3x, 

at a significant premium to peers’ average of 13.4x. We be-

lieve this premium is mainly due to the placement at a premi-

um and potential M&A activities.   

Catalysts: Potential M&As, organic growth of IVD 

Risks: Lost of distribution rights from major suppliers 

  2014 2015E 2016E 2017E 

Revenue (RMBm) 1,531.4  2,569.0  3,699.0  4,343.0  

EBIT(RMBm) 166.3  344.0  563.0  658.0  

Net profit (RMBm) 100.9  178.0  290.0  346.0  

Net margin (%) 6.6  6.9  7.8  8.0  

EPS (RMB) 0.05 0.09 0.13 0.16 

     

ROE (%) 31.1 23.6 22.4 23.1 

Dividend yield (%) 1.03 1.51 2.65 3.03 

PER (x) 48.9 29.4 20.3 16.5 

PBR (x) 15.6 4.8 4.1 3.6 
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Figure 1: Turnover by product in 1H15 Figure 2: Gross profit breakdown in 1H15 
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Figure 3: Profit guarantee of two acquisitions 

Source: Company 
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Figure 4: China IVD market 

Source: Renub Research, Company 
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Company name Ticker Price (HK$) Market cap (HK$m) 2014 2015F 2016F 2014 2015F 2016F 2014 2015F 2016F 2014 2015F 2016F

Yestar 2393 3.20 6,961 47.2 29.3 20.3 12.0 4.8 4.1 27.5 23.6 22.4 N/A N/A N/A

Sinopharm 1099 28.55 79,001 21.5 17.9 14.8 2.3 2.1 1.8 12.2 12.4 13.5 10.3 8.8 7.7

Shanghai Pharm 2607 18.40 66,080 16.4 14.1 12.4 1.5 1.3 1.2 9.1 9.6 9.9 12.4 11.2 10.3

CMS 867 9.30 23,131 21.3 17.2 13.9 5.1 3.7 3.2 22.9 23.0 23.4 20.2 15.3 11.9

Pioneer 1345 4.42 5,893 16.0 14.0 11.1 3.8 3.5 3.0 24.5 26.1 29.4 13.4 12.5 10.2

Univ ersal Health 2211 2.94 5,880 10.6 8.7 7.8 1.8 1.6 1.3 18.0 19.2 18.0 5.7 4.6 3.7

Average 22.1 16.9 13.4 4.4 2.8 2.5 19.0 19.0 19.4 12.4 10.5 8.8

PER(x) PBR(x) ROE(%) EV/EBITDA (x)

Figure 5: Peers valuation 

Source: Company 
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jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China 
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the China Galaxy International Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no repre-
sentation or warranty (expressly or implied) is made as to their accuracy, correctness and/or completeness.  

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past perfor-
mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where 
necessary consult their own independent financial advisers prior to any investment decision. 

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this 
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings 
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).  

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
tional and/or the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report 
and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.  

Disclosure of Interests 

China Galaxy International may have financial interests in relation to the subjected company(ies) the securities in respect of which are reviewed in this 
report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.  

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.  

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a 
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in 
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this 
report.  

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this 
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies). 

Analyst Certification  

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered 
in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or 
her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by the analyst in this report.  

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and 
Futures Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of 
this report; (2) will deal in or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as 
an officer of any of the Hong Kong-listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies cov-
ered in this report.  
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No part of this material may be reproduced or redistributed without the prior written consent of China Galaxy International Securities (Hong Kong) Co., 
Limited.  

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459  

Room 3501-3507, 35/F, Cosco Tower, Grand Millennium Plaza, 183 Queen’s Road Central, Sheung Wan, Hong Kong. General line: 3698-6888. 

BUY share price will increase by >20% within 12 months in absolute terms : 

SELL share price will decrease by >20% within 12 months in absolute terms : 

HOLD no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL : 


