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• Net profit growth outpaced revenue growth 
• Continues focus on expansion through JV with local partners 
• Reducing debt gradually, aims to be a high dividend yield company 
• Upgrade recommendation with target price of $0.18 

 
Commendable results in a recession year 
Qian Hu had maintained its revenue and profit growths quite steadily in the last three years. 
Net profit also grew at a much faster pace than revenue. Revenue growth was due to the 
expansion of the company’s products to a wider geographical reach while net profit growth 
was attributed to management’s effort to contain costs and expenses. In the 2009 annual 
report, Group Chairman Kenny Yap said that Qian Hu would continue to explore overseas 
joint ventures with local partners as a strategy to grow revenue. He has identified 
opportunities in Indonesia and Vietnam and expects such investments to be funded internally. 
Currently Qian Hu exports ornamental fish to over 80 countries and accessories to 50 
countries. For 2009, Qian Hu declared a 150% increase in dividend per share of 0.5 SG 
cents. We interpret this as a signal management wants to send out that the company is 
generating good cash flow and as such, faithful shareholders are to be rewarded. Going 
forward, Kenny hopes that Qian Hu will be a high dividend company and becomes debt free.   
 
Exhibit 1. Revenue, profit                                   Exhibit 2. Gross margin, net margin 
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Conso' Profits EPS DPS BV ROE P/E Yield P/BV
Ending (SG$m) (SG cents(SG cents (SG$) (%) (X) (%) (x)
12/07 A 4.95 1.34 8.54 0.14 11.35 10.45 61.00 1.04
12/08 A 6.04 1.46 0.20 0.15 11.80 9.59 1.43 0.93
12/09 A 6.54 1.64 0.50 0.16 11.05 8.97 3.57 0.85
12/10 E 7.02 1.64 0.49 0.18 10.81 8.55 3.51 0.80
12/11 E 7.74 1.78 0.53 0.19 10.89 7.89 3.80 0.74  
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Debt-free, high dividend? 
We analyzed Qian Hu’s financial to gain insight into the Chairman’s views. 
 
Exhibit 3. Selected financial data 
 2007 2008 2009 2010E 
Cash generated from operating activities 
(S$’m) 

8.65 9.82 12.24 10.35 

Cash used in investing activities (S$’m) (9.6) (10.79) (7.19) (5.85) 
Cash generated from financing activities 
(S$’m) 

0.92 2.21 (1.93) (3.28) 

Net increase in cash (S$’m) (0.03) 1.24 3.12 1.21 
Total borrowings (S$’m) 16.47 18.63 16.86 16.04 
Borrowing/equity 0.29 0.29 0.24 0.21 
Dividend per share (cents) 8.54 0.20 0.50 0.49 
Dividend paid out (S$’m) 9.09 0.84 2.11 2.11 
Payout ratio (%) 184 14 32 30 
*Dividend yield (%) 50.2 2.2 3.3 - 
Source: Company, Phillip Securities Research 
*calculated based on closing price on last trading day in the respective year 
 
Qian Hu generated healthy cash flow froms its operations. Substantial capital expenditure 
was on increasing its brooder stocks of dragon fish as well as overseas joint ventures and 
expansion of fish farms. The company has started reducing its debt last year. For any 
investment in joint venture this year, the company will be funding it from its internal 
resources. As the expansion of fish farm has been completed, we do not expect any major 
capital investment except for the purchase of brooder stocks. The only other investment 
spending will probably be the possible joint ventures in Indonesia and Vietnam. As such, we 
believe Qian Hu should be able to reduce its debt gradually.  
Qian Hu does not have a fix dividend policy, however it has paid out a dividend every year. 
The dividend payout ratio ranged from 14% to 184% of net profit attributable to 
shareholders. In 2007, the company paid out a special dividend of 8.54c to take advantage 
of a tax credit. Last year, the company paid out 0.5c per share which was the highest 
absolute cash amount of dividend. In our projections, we estimate that Qian Hu while 
reducing its debt, is still able to maintain a similar payout to 2009 at 30% of net profit, 
without compromising its financial health.  
 
Operation efficiency 
 2007 2008 2009 
Inventory turnover (days) 133 135 128 
Trade receivables turnover (days) 67 75 75 
Trade payables turnover (days) 41 50 50 
Source: Phillip Securities Research 
 
Qian Hu has maintained its operational efficiency quite constant. Inventory turnover 
remained quite constant with slight changes, a sign that the company is managing its stocks 
well with no excess buildup. There was an increase in trade receivables turnover from 2007 
to 2008 while the turnover was maintained in 2009. We think that the slight increase could 
be due to the expansion into new markets and after the gestation period, things have 
stabilized.  
 
Valuation 
We think the management of Qian Hu has shown a good track record of steering the 
company in the right direction. It managed to achieve a commendable growth in 2009 in the 
face of recession. The company’s growth plan consists of venturing into the overseas 
market via joint ventures with local partners. It has formed JV in the UK and India,  
Indonesia and Vietnam are the remaining two countries on its list.  The long-term plan is to 
build the company into a debt-free company that is able to give out high dividend to 
shareholders. We think that historical performance had shown Qian Hu is on the right track. 
The uncertainty now is on how the overseas JVs pan out and we will continue to monitor 
that. We continue to peg our fair value to 1x FY2010E book value at a fair value of $0.18.  
We upgrade our recommendation to Buy. 
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Financials 
 
P ro f it  mo del (S$ mil) 2007 2008 2009 2010E 2011E B alance sheet  (S$ mil) 2007 2008 2009 2010E 2011E
Revenue 91.7 93.1 94.6 97.7 100.8 PPE 12.4 14.6 15.9 14.2 13.2
COGS (60.2) (60.0) (61.9) (64.3) (65.9) Brooder stocks 21.4 26.7 30.3 34.5 39.3
Gross Profit 31.5 33.1 32.7 33.4 34.9 investment in associate 0.8 0.8 1.2 1.2 1.3
Other operating income 0.2 0.2 0.1 0.1 0.1 Intangibles assets 2.1 2.2 2.3 2.3 2.3
Selling & Distribution expenses (2.8) (2.7) (1.8) (1.9) (2.0) to tal non current assets 36.8 44.4 49.7 52.2 56.1
General & administrative (20.2) (20.4) (20.9) (21.0) (21.5) Current assets
Financial income 0.0 0.0 0.0 0.0 0.0 Inventories 22.0 22.4 21.0 22.2 22.9
Financial expenses (0.8) (0.9) (0.7) (0.6) (0.6) Breeder stocks 1.4 1.6 1.5 1.5 1.5
Profit before tax 7.9 9.2 9.5 10.0 11.0 Trade and other receivables 19.4 23.3 20.4 21.4 22.1
share of profit/(loss) from associates 0.0 (0.0) (0.0) 0.1 0.1 Due from fixed deposits 0.0 0.0 0.0 0.0 0.0
tax expenses (1.6) (1.8) (1.8) (1.9) (2.1) Due from associate 1.7 1.4 1.3 1.3 1.3
net profit 6.3 7.4 7.6 8.2 9.0 Cash and bank balances 7.5 8.3 9.8 11.0 12.8
Attributabe to  shareholders 4.9 6.0 6.5 7.0 7.7 total current assets 52.0 57.1 54.0 57.5 60.7
Attributable to  minority interest 1.4 1.4 1.1 1.1 1.3

Total assets 88.8 100.5 103.8 109.7 116.8

EPS basic (Cents) 1.34 1.46 1.56 1.64 1.78 Trade and other payables 17.1 18.5 16.7 17.2 17.5
EPS diluted (Cents) 1.23 1.36 1.48 1.66 1.83 Due to  minority shareholders 0.9 0.1 0.0 0.0 0.0
Dividend (cents) 8.5 0.2 0.5 0.5 0.5 Finance lease obligations 0.2 0.2 0.2 0.0 0.0

Bank term loans 7.4 10.3 10.3 10.3 10.2
Provision for taxation 0.8 1.1 1.3 1.2 1.4
Bank overdraft 2.1 1.6 0.0 0.0 0.0
total current liabilities 28.4 31.8 28.4 28.7 29.1
Finance lease obligations 0.3 0.4 0.3 0.0 0.0
Bank term loan 1.5 2.1 1.7 1.4 1.0

Gro wth & margins (%) 2007 2008 2009 2010E 2011E Deferred tax 2.9 3.6 4.1 4.1 4.1
Revenue growth 20.5% 1.5% 1.7% 3.3% 3.2% total non current liabilities 4.8 6.0 6.1 5.5 5.1
Gross profit growth 20.5% 1.5% 1.7% 3.3% 3.2%
Net profit growth 89.1% 22.1% 8.3% 7.3% 10.2% Total liabilities 33.2 37.8 34.5 34.2 34.2
Gross profit margin 34.4% 35.5% 34.6% 34.2% 34.6% Total equity 55.6 62.7 69.2 75.5 82.7
Net Profit margins 5.4% 6.5% 6.9% 7.2% 7.7%
ROA 8.1% 8.2% 8.0% 8.0% 8.2% Total liabilities and equity 88.8 100.5 103.8 109.7 116.8
ROE 11.4% 11.8% 11.0% 10.8% 10.9%

NAV/shr 0.14 0.15 0.16 0.18 0.19

C ash f lo w statement (S$ mil) 2007 2008 2009 2010E 2011E Key R atio s 2007 2008 2009 2010E 2011E
Profit before tax 7.9 9.2 9.4 10.1 11.1 Gross Gearing 0.18 0.18 0.16 0.15 0.13
adj for Net Gearing 0.10 0.10 0.06 0.05 0.02
Depreciation and amortisation 2.2 2.4 2.6 3.5 2.9 Interest Coverage 10.39 11.52 14.75 17.50 20.43
Others 0.8 0.4 0.5 0.0 0.0 Debt-equity ratio 0.60 0.60 0.50 0.45 0.41
Share of profit o f associates (0.0) 0.0 0.0 (0.1) (0.1) Current ratio 1.83 1.77 1.90 2.00 2.09
Interest income (0.0) (0.0) (0.0) (0.0) (0.0) Cash ratio 0.26 0.26 0.35 0.39 0.44
Finance expenses 0.8 0.9 0.7 0.6 0.6 Receivables turnover 5.47 4.86 4.88 5.31 5.31
Operating cash flow before WC changes 11.8 12.9 13.3 14.1 14.5 Inventory turnover 2.73 2.70 2.86 2.98 2.92
WC changes (3.1) (3.1) (1.1) (3.7) (3.1) Payables turnover 9.01 7.25 7.35 8.23 8.18
Net cash flow from operating activities 8.7 9.8 12.2 10.3 11.4
Capex (9.7) (10.9) (7.2) (5.9) (6.8)
Interest received 0.0 0.0 0.0 0.0 0.0
Others 0.1 0.1 0.1 0.0 0.0
Net cash flow from investing activities (9.6) (10.8) (7.2) (5.9) (6.8)
Net increase/(decrease) in bank term loa 1.7 3.5 (0.2) (0.3) (0.4)
Net increase/(decrease) in finance lease (0.2) (0.3) (0.2) (0.5) 0.0
payment of dividends (0.6) 0.0 (0.8) (2.1) (2.1)
Interest paid (0.8) (0.9) (0.7) (0.6) (0.6)
Others 0.9 (0.1) 0.0 0.2 0.2
Net cash flow from financing activities 0.9 2.2 (1.9) (3.3) (2.8)
Net Increase/decrease in cash (0.0) 1.2 3.1 1.2 1.8
cash at beginning 7.5 7.0 6.7 9.8 11.0
effects o f exchange rate changes 0.0 0.0 0.0 0.0 0.0 Valuat io n 2007 2008 2009 2010E 2011E
cash at end 7.5 8.3 9.8 11.0 12.8 P/E basic (X) 10.45 9.59 8.97 8.55 7.89

P/B (X) 1.04 0.93 0.85 0.80 0.74
Dividend yield (%) 61.00 1.43 3.57 3.51 3.80

Source: Company, Phillip Securities Research  
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 Ratings History 
  
 Qian Hu Corporation Ltd  
  

Rating Date Closing 
price (S$) 

Fair    
value (S$) Remarks 

BUY 29 March 2010 0.14 0.18 Update 
HOLD 13 January 2010 0.175 0.18 FY2009 results 
HOLD 20 October 2009 0.170 0.17 3QFY09 results 
BUY 22 July 2009 0.135 0.17 1HFY09 results 
BUY 14 January 2009 0.095 0.15 FY08 results 
BUY 5 November 2008 0.095 0.15 3QFY08 results 
BUY 23 April 2008 0.140 0.20 1QFY08 results 
BUY 16 January 2008 0.165 0.20 FY07 results 
BUY 23 October 2007 0.165 0.25 Update 
BUY 25 July 2007 0.590 0.71 Resume coverage 
      

  
  TRADING BUY Share price may exceed 10% on the upside over the next 3 

months, however longer-term outlook remains uncertain 
  BUY >15% upside from the current price 
 HOLD                  -10% to 15% from the current price                                              

  SELL >10% downside from the current price                            
  TRADING 
SELL 

Share price may exceed 10% on the downside over the next 3 
months, however longer-term outlook remains uncertain 

Phillip Research 
Stock Selection 

Systems  
We do not base our recommendations entirely on the above quantitative return 
bands.  We consider qualitative factors like (but not limited to) a stock's risk reward 
profile, market sentiment, recent rate of share price appreciation, presence or 
absence of stock price catalysts, and speculative undertones surrounding the 
stock, before making our final recommendation 
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 Important Information 

 

 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City Tower, 
Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of Singapore ( “Phillip 
Securities Research”). By receiving or reading this publication, you agree to be bound by the terms and limitations set out 
below.  
 
This publication has been provided to you for personal use only and shall not be reproduced distributed or published by you in 
whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, and notify the 
sender immediately.  Phillip Securities Research shall not be liable for any direct or consequential loss arising from any use of 
material contained in this publication.  
 
The information contained in this publication has been obtained from public sources which Phillip Securities Research has no 
reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively, the 
“Research”) contained in this publication are based on such information and are expressions of belief of the individual author 
or the indicated source (as applicable) only. Phillip Securities Research has not verified this information and no representation 
or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or 
should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip 
Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith. In no event will Phillip Securities Research or persons 
associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or 
persons involved in the preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences 
(including but not limited to any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any 
reliance or usage of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if 
it has been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision including but not limited to your reliance on the information, data and/or other 
materials presented in this publication.  
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated 
and are subject to change at any time without prior notice.  
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This publication 
should not be relied upon exclusively or as authoritative without further being subject to the recipient’s own independent 
verification and exercise of judgment. The fact that this publication has been made available constitutes neither a 
recommendation to enter into a particular transaction nor a representation that any product described in this material is suitable 
or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this 
publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions 
involving such products should not be made unless all such risks are understood and an independent determination has been 
made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product 
should not be considered to be a disclosure of all risks or a complete discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to 
purchase any product mentioned in this research should take into account existing public information, including any registered 
prospectus in respect of such product. 
 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to 
its officers, directors, employees or persons involved in the preparation or issuance of this report, may provide an array of 
financial services to a large number of corporations in Singapore and worldwide, including but not limited to commercial / 
investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities 
trading activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including 
but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may have 
participated in or invested in transactions with the issuer(s) of the securities mentioned in this publication, and may have 
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated 
with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
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involved in the preparation or issuance of this report, may have provided advice or investment services to such companies and 
investments or related investments as may be mentioned in this publication.  
 
Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to 
its officers, directors, employees or persons involved in the preparation or issuance of this report may, from time to time 
maintain a long or short position in securities referred to herein, or in related futures or options, purchase or sell, make a 
market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of 
the foregoing.  Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to 
any fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. 
Such fluctuations may have an adverse effect on the value, price or income return of the investment. 
 
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities 
Research, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of 
this report, may at any time engage in any of the above activities as set out above or otherwise hold a interest, whether 
material or not, in respect of companies and investments or related investments which may be mentioned in this publication. 
Accordingly, information may be available to Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the preparation or 
issuance of this report, which is not reflected in this material, and Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or 
immediately following its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities 
Research, including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this 
material. 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity 
in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or 
regulation or which would subject Phillip Securities Research to any registration or licensing or other requirement, or penalty for 
contravention of such requirements within such jurisdiction.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment 
Products (FAA-N01) do not apply in respect of this publication.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial 
situation or particular needs of any particular person. The products mentioned in this material may not be suitable for all 
investors and a person receiving or reading this material should seek advice from a professional and financial adviser 
regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in 
any of such products. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this 
document. 
 
This report is only for the purpose of distribution in Singapore. 
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