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Company Report

TK Group (2283 HK)

High growth+ low valuation

TK Group (“TK” or “the Company”) is an integrated injection
molding solution supplier which combines mold design and plastic
injection components fabrication in China. The company’s core
competitiveness lies in its excellent mold design ability. TK’s
compound income growth rate has been 43% since 2010, by virtue of

third-party sales representatives and production capacity expansion.

We expect 2014-15 net income to be HK$ 1.52 bn and 1.75 bn
respectively, up 31% and 14%. Based on DCF and P/E
methodologies, we set 1-yr target price at HK$1.74, which equals to
12.4x 2013E P/E and 9.6x 2014E P/E, implying 34% upside potential.

High-quality customer base TK’s customers are mostly renowned
enterprises. The fact that multinational companies and their suppliers do
not change suppliers easily forms an entry barrier. TK’'s long-standing
relationships with its customers also help stabilize business volume.

One-stop platform to realize cross sales and service enhancement
TK relies on its competitive mold fabrication capability to realize the
vertical integration of design and manufacturing services of mold
fabrication and plastic injection components. On one hand, there can be
cross-sales between and among various businesses of mold fabrication
and plastic injection. On the other hand, integration of technology and
service can be realized in order to improve customer satisfaction.

Stable and experienced management team All of TK’s founders and
CEO have at least 25 years of industry experience. As of June 30, 2013,
52 of the 98 middle and senior management staff have been in service for
at least 5 years, forming a rather stable management team. In particular,
the Chairman of the Board has attained achievements recognized by local
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Key data

HSI Index 22579.78
HSCEI Index 9661.99
S/O(mn) 827
S/O (HK)(mn) 827
Mkt cap (HK$) (mn) 1075
BVPS(HKD) 1.7

Major shareholder Holding (%)

Eastern Mix 49.36%
Free float 27.42%
Industry Industrial Goods

Share performance

. . X . % 1 6m 12m
governments and various organizations in the industry.
Absolute
The industry is still in its growing stage An Ipsos report estimated that Relative
the gross output value of plastic injection molding with a precision grade 40% - His
of MT3 or above will be about RMB40.8 bn by 2017, implying10.0%
compound growth rate of 2013-17. The gross production of plastic 20%
injection components made by plastic injection molding will be around 0%
RMB1,043.8 bn, with a 15.0% annual compound growth rate of 2013-17.
-20%
Valuation We expect 2013-2015 EPS to be HK$0.14, HK$0.18 and S S 2 332323
HK$0.21 respectively. We set 1-yr target price at HK$1.74. We give BUY § 88885888
rating. I 5 8 & 9 6 @ S =
Source: Bloomberg
Financials
Related research
HK$ mn 2011 2012 2013E 2014E 2015E
Revenue 791 1120 1259 1442 1739
Growth(%) 46% 42% 12% 14% 21%
Net income 84 135 112 152 175
Growth(%) 103% 52% -19% 32% 14%
EPS(RMB) 0.14 0.18 0.21
P/E(X) 9.0 6.8 6.0
P/B(X) 1.7 1.4 1.2
ROE (%) 19% 20% 20%
Source: Company data, CMS(HK) estimate
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ARAESBEAEREEXRE (149 XBE ) ITZAMALSAEWL,
RAAEFT A XBFRETHAME, AL #AT AT L. By
W &) R R A Joid FARA RER 5 F A E. BAT, ZFFLK
B e Tas M EEFHFREEF ZRENESMEXR. SMFHKRB
B AT A B ST R A 0 3 FEAUAK A2 3R 3 RO BAR LR T B B 4
teitAz ¥ 49 B FHILARF.

LT 2010 F3RF A% T
W EAF AL E Y

r THERTR—4% )
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5. FRAFSRY K

O8] iR AL B AR LA B 6 F AN 2010 2 A A KA 2 8%
Fo 23%, 0B B AF S A 5 R R I 43%An 73%49F F AR E,

BNFe AT K — 7 @R T 8] Red ik, 45 A A0 = fe a9 8 X
B — 7 MAARI T 5 S M I R R BF R 09RI, NG I RIER TS
WY KT, M2 2015 FEBELFE RGN MY
67,000-70,000 A~ Bf B 4BA4+ 414 3% hm 460,000-500,000 /)~ iF, & A1FR
it £ 2015 SFi2 #20 # F 4848 2012 4738 K 53%, mAE A = 4838 K 10%.

Fo ANE EBA AN (RE 201356 A )

WEZRAR EX Tk ERAER (PFK)
BRA - RINBERT S FAEALE, RN FE 35,824.3
PRIEAM]; HREH; ARk
A,
IAEM - R BT A AR, SR, 16,300.0
A -RINBET 5B AEEAR; AR 4,424.0
AT S O B AR R A 5,832.0

kB A TA, BEIEAS (FB)

F 5 B BB fe A R E

e 20104 20114 20124 2013% 201347H-9A
1H
FEALAMENE K ZE 94 105 110 112 113
HF 76 (BF4C) 631,680 705,600 739,200 376,320 189,840
FIRFHEA Fo0FE (BF4k) 585,535 563,690 652,837 315,471 855
f i 3 S48 ) & 92.7%  79.9% 88.3% 83.8% 83.8%

KB NEFH, BHIEA (FF)

F 6 8) IR IR A Ao R

a7 2010% 20114 2012%  2013%  2013%7H-9A
1H

EBNE NI E 108 133 164 190 191

F 758 (AF40) 741,312 912,912 1,125,696 652,080 327,756

ERREMEA FAE (AF4) 511,686 594,775 972,753 379,632 227,629

&3+ ¥ 18 A % 69.0%  65.2% 86.4% 58.2% 69.5%

KR NE T, BEIES (F8)

16 of 24

4oL Wi E L e Y S Aok



@ 38?53’2‘#%;&1

CHINA MERCHANTS SECURITIES (HK

NG R

6. BEMRK: HMKEF, PRFRFE =ZFRE

—XGAEBMAEFTE N5 RB2BEX, ARBEE P LA B Fies1E
AR E A, NE) RERP—SERGESERMR AT EORA,
QIEE B AR AR BEBIE, RS R R
He TR,

F11 8] SRR Y S22 4

B 43 ARIR I IT L

A A
A 4

Ak 43

5 BFAEP RS 5

AR R M7 $

E IR LA
K WITH

A3 530R. A ST S HIETR
(ZBAHAREF )

b

T S 4R T AL
I

FE e RIT R, TR B

KR NEFH, BHIEA (FF)

B4 A TR EEN 238 70%6945 E IR # 544, FT201346 A 30
B, #8904 &R £ 2 MELE AT I EH. AALSHNETHIE
TR E SRR P REGTERNT T8 94 E AT IgiE T T1E,

TN E) 0 5 Z 7 S A B REAATINGY . ZH ERXEE T Y EHIT X,

RHEBEHFHF A

PARFRS—H, RENEAFFAN N EEP 67 it v,
BRARA AL BB CE WA 6B ATk, TTATHBMALIE, HIRS 4
BIRSr, RAHATBIRE A, ko8] TN BB L E P ik
HAFL IR (REREP = mK) , it FAmE.

#hF=ZFREE—FFIEIN T A5 20105 TF I8 FHH =5 &
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CHINA MERCHANTS SECURITIES (HK

AR &

HEHEREANTEE. 28, KB/ EATY, HARRIEF BT
BIHE P 8 RIAE. F o8 EREAF RN S Sl
%4 ESt, F20124i#135%. An 20134 L¥F#75| A894% 5% =7
Rk, BATHILMREA., RRoa) BB ag3ginF = 7 5 R EH
BE, REHEATAE ML,

B 12 845 R A

100% -+ we
90% - m Ak

80% -

70% - =8 A

60% -

50% - | | Ek/ﬂ‘]

40% - ‘

30% - w%E

20% -

Lo " EHE (B
0% - : %)

\r)' & .‘:F.

KR ] R, BHIEA (FF)

9. kR EBERBABRKRF XX
WEEY KEPRBABS  NEHEPFREFRRIATLE A b, Bk
B BT LG L EFLE, RE#EAR BT H9@maTy. 8
WOZKET. A%, oA e TFALAZ AL ET ik, it
Yk 42 A ) 2 - BEN B TR AT L 094 Hde 3B AT L K R P A R AR,

FRERWEMBAB A 25 KRNk B IE RS = 77 & 2B R
R, BRI E =7 SO ERRNOEKE, ¥ REXE. B
AABM B P B &, AN ERMBEEP RE, SR NAE
P H A, A ek 48

FRAMAIE ERTLETRAERRAL, BREXMHFAT L.

TARBN—T @A BRREP FEREK, H—7 @ AhRFEE L, T
RBAHEF G HE, N EIE S6FEFE, N5 2010 $-2012 #
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FAMT £ A 8,400 %, 7,400 A= 1.48 10, A XHFUAIEK, BN
AR =) Bt —F BT AT X 3L AL AR A Y G I K
fé..
T ARY K H

RIS
1 REI-—AFNHERXAGFEELNH F LS, TRREFAFTL
2 INERBHLFNELS
3 ARERINEBAMLSH KL EF T AR
4 REFY AFNLEA LEEFR AL
kR A TR, BEEA (F8) B
MR 5 FE LA RNNANETE N, NABALEHETF
FHE LA ARSI, NRRI SR E . A EB R &
A RIAETE3,0007% £ A T FAARILG. b 8] 7T
LA T AL, FAAA0007 A T F I A8 3% 2T 3 b
A FFadl iR IR G4

A, fFE

KAVTRH 2013-2015 FHILE A 4 0.14 #571,0.18 #H0A= 0.21 #H L.
LS INERATIE AT BFAEALFATH R EMEA 1.74 B0, &M%
T EATFA.

*.8: fE1EBIE

(xRS IE B A
DCF f4{8% 50% 147
P/E #&18i% 50% 2.02
— 4 B AR 100% 174
=i 130
Lk 34%

FA R IR B IEA(EB) N

DCF 4&{& A F#&A169183%, #@iE DCF 73 Rimeys(a A 1.47 %
7, 8% F 10.5 x 2013E P/E vA % 8.0 x 2014E P/IE. * EfRiXk4=TF:

#.9: DCF &%

Beta 0.71
Fo R A1) 2.16% 7% A%
R A 11.86% A K a i

P AT Ht % 25.00%

8] it S PR A 4.80%
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CHINA MERCHANTS SECURITIES (HK

AR &

a3 A RA (Ke) 10.52%
KR K& 2.00%
WACC 9.81%

AR E: Bloomberg, #BHIEA (F4%) Fn

#10: DCF § d I e m i

AP BFH 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
FCF 22 46 185 175 135 127 94 98 101 105
FCF # 3%t
( 2013E-2022E) 731
LALMAE 579
&b 1A 1310
NAER L IS T A 119
=% R AR 214
A 1.47
2013 9 & F 10.46
2014 5 & F 7.99
KRB, BRIEA (F4) Fin)
#_11: DCF SR M oHr
WACC
8.8% 9.3% 9.81%  10.3% 10.8%
1.0% 1.38 1.38 1.38 1.38 1.38
1.5% 1.42 1.42 1.42 1.42 1.42
Growth 2.0% 1.47 1.47 1.47 1.47 1.47
2.5% 1.52 1.52 1.52 1.52 1.52
3.0% 1.58 1.58 1.58 1.58 1.58
KRB BRIEA (F4) Fn)
P/E {&44
EAVEIT 9 RAEAIR LT RE &) #tA7atb, HE T aiEdE, +
H, £H, B, IR FmE, BN gk oh =40, 552
1)k %R B L 354 L) Fa 2 AR HAE; 2) ASURIAEAEEL; R ) IHIEL .
AAVETFRT R, LI LL2x AR A R IT 89 &I AR 1R AT 2014
BT AT T AR BAVAA ROTE LG A AL K% 2)
FUAZE; 3) FAMARY G TFRALERAFE Lo d) F39, BsTif
¥ B EAEAAEA T ARI A AEH I, B, A RA 2014 P HTE
I RRFE 2013 F—RM AT LT TR SR E) 69 B A,
2014 eyl 5 & B A R AN,
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CHINA MERCHANTS SECURITIES (HK) /A\g] ;}g\%

F 120 BTG AR

£ #R B % k! P/E PIS PI/B
Yusei Holding Ltd Bk 156.6 11.5 NA NA 0.3 1.2
Eva Precision Industrial H& 1663.0 30.9 24.1 119 07 0.9
Changhong Tech-A ¥ 1870.3 28.3 NA NA 1.7 1.3
CW Group Bk 1214.3 14.3 9.9 104 1.0 15
Chen Hsong Holdings Bk 1488.1 13.4 124 112 08 05
HI-P International Ltd 7 hndk 433.7 77.0 13.9 NA 0.4 0.8
Fuji Seiki Co Ltd B A 1294.7 17.5 NA NA 0.2 0.6
Federal Signal Corp £ 113.6 9.7 234 NA 04 0.6
Mikron Holding it 795.3 5.7 14.5 NA 0.9 2.8
F3MA 1003.3 231 164 112 07 1.1

##kB: Bloomberg, #BWIEA (F#)

& 13: 2012 45 £ 2T b/ 3] I 44547 L 4R (%)

£ Ak HENKE AR KE A% kS ROA ROE
Dongjiang Holding 41.6 60.0 33.2 12.1 14.2 48.9
Yusei Holding Ltd 51.0 9.4 10.5 4.2 4.2 17.8
Eva Precision Industrial 19.7 -66.3 20.5 3.4 2.1 3.5
Changhong Tech-A 19.7 -9.7 17.2 6.9 4.2 4.8
CW Group -2.3 -35.2 23.6 5.7 2.8 3.7
Chen Hsong Holdings 8.7 -19.0 27.3 6.7 55 14.0
HI-P International Ltd -5.7 137.1 8.4 15 1.7 3.1
Fuji Seiki Co Ltd -13.6 NA 18.7 5.1 4.0 38.4
Federal Signal Corp 8.1 NA 23.6 -34 -4.2 -17.1
Mikron Holding 15.2 85.9 60.6 3.6 3.8 5.6
A 11.2 14.6 23.4 3.8 2.6 8.2

#K#%R: Bloomberg, #BEIEA (F#)
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> R EBATLEZNAGFEEAK, RIZTRIGH AR
o o R
> AT &) G BRI T T ke R KR, mE P ERBIVE
F BAEAT T g /= Ak 948K, 7T feiE i E K A #A.
> AR BAERIZRETHES ITE, ma L PEM—LEF 6
B Y Bk KA B A Sk L A KR A,
> MERI/;BERAVHEF, QR FIET—LEP G ERD X
KAE R R TG A SR AT RIANR ", N8 BREF
P bl 25 2 #) b 8] F 20104, 20114 A 20124 B 4% £ 201346
A 30H k55 A 49 BN 4930.7%. 40.6%. 39.2%%32.5%.
> RAFZFAHHERMBERAN LT E, MEEME =5 A4
BREN\KRLLE, NEF XALZZETRGFMFRATHESZ
| E XA,
> E A iR eE T AT LEEEETRARNE, WA E.
BRI 694 KR AERCEA, FYE R AL % B R Bt
M L3 BRI IAT EMEN, RAWAAWE . AT AR
AHYAHANKT33.38 7 L. fhikialis ik T35 16 B4 % £9160.0
BB, a8 TR E e 3L R B UR A AT SR 12,
BRI BE) HAN L E ) RRAEE B8 S ACUHEY . fARia
WBAE T RALY A AR T 12,58 5 7T, MR E151E16 8 694 7~
BRI AR K 29117.08 ALK A TR, 28 TR\ s LR
B BARBERATE St R,
> BRHBMEEH BT LERM SR AT RIAH R, T
20104 . 20114 & 20124 A &, £ 201346 A 300 , /3] 18 49
JRAFHF A AT 09 A A & 44 & x4 8965.1%. 50.9%. 59.6% %
65.0%.
> AERGHFR, Hlde, AREESF TV EARSRE B S MREHK
EHLT B BT R R T
> N AR KRR TR S AT EERBAERG S FTHAR
BEE A . AR E]) BILKIARA R RS), WP R T @#a.
> WTNE ELE@EEITY, HikieE KINCAK.,
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CHINA MERCHANTS SECURITIES (HK /A\éj %&%—.
W%
FooE KRk
19834  AEEBAEHLHMEL S
19834 Pl Fdn k2L S
19954  f& v EIR Y| 4642 A4
5 PolycomJF #4 k442 &
19994 Fox#H CGRIN) AFIAE CGRI) R
1SO9001:20004E $5
20044F FrabE A T
2006-F Frdb e oA T 7 gk
KAEB I L ELFBABELNLMIZ 1 FATIELR )
Foaiat CGRI) « RixAHE GRI|) AERAEL (IR
Y| ) #KI%1S014001:20044E F
20104 E R BAE S (M)
AL CGRI)) KA T b A FBAR LMz
N A A o
2012%  TKInternational BVIZAWhirlpool47 & T 12/ & % |
20134 AT 1A 30 B F
kR A TH, BREAES (FB)
Fo N BRIFH R
R, GER #‘FHEy AP EER
e F A A 2006 4 HFH IV IELAEBBLN4A  TK Mold Ltd.
HFE B 2010 HEHEIVELSFHELNS  TK Technology
A 24 2010 Y| E 2 R BT RiLER
I AR % 2010 4 HAk T LELFBEEL2  TK Technology
KR N8 FA, BRIES (FF)
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CHINA MERCHANTS SECURITIES (HK

a8l

M MATRA

= RARE F)iE &
. 571 2011 2012 2013E 2014E 2015E |#4:: B 4 2011 2012 2013E 2014E 2015E
Vi 560 655 1,065 1,161 1,430 & FdaA 791 1,120 1,259 1,442 1,739
NABIEFNH 80 94 502 547 687 EX=o" N 782 1,096 1,248 1,427 1,722
R G HA ek = 8 25 1 1 1 Z R A 502 724 853 972 1,183
B R BRI 158 201 229 261 315 £# 280 372 395 455 539
He p ik 143 137 156 150 181 A TR 159 198 246 258 315
B 94 150 177 202 245 B e 0 0 0 0 0
HEpash K~ 78 49 0 0 0 gk F 0 0 0 0 0
RS K= 210 296 225 356 347 ‘ELF)E 130 197 161 211 241
KA 0 1 1 1 1 #1834 9 11 10 8 7
El 168 258 217 347 338 RN ON 0 0 2 4 5
XA 31 29 3 3 3 BT 0 0 0 0 0
Htb 1 9 5 5 5 H A dE 2 E 0 0 0 0 0
* =B 770 951 1,290 1,516 1,777 2% A A 0 0 1 1 1
Rz AR 509 605 634 706 833 [MAHLETAE 120 186 154 209 240
JLAT AR 287 405 476 543 661 B 1344 36 51 42 56 65
L R AL 27 38 37 43 52 bR R AR 0 0 0 0 0
43 4K 196 162 120 120 120 BB L@EKAF 84 135 112 152 175
¥ 3 A Ak 63 70 59 62 66 EPS (&) 0.14 0.18 0.21
KHAfE 50 52 40 40 40
E-t) 12 18 19 21 26 i E2MEK
% f43t 572 675 693 767 899 | 2011 2012 2013E 2014E 2015E
B 0 0 80 83 83 Hxk%E
BHE S 119 200 218 336 466 il 46% 42% 12% 14% 21%
etk 78 77 300 330 330 ‘ElAE 103% 52% -19% 32% 14%
VIR FEAR G 0 0 0 0 0 #AA 88% 60% -17% 36% 15%
2B FHNG A HARA 198 276 597 749 879 AR
RAARBAMR B A3 770 951 1,290 1,516 1,777 &A% 35.4% 33.2% 31.4% 31.6% 31.0%
RS 10.7% 12.1% 8.9% 10.6% 10.1%
ROE 42.7% 48.9% 18.7% 20.3% 19.9%
ROIC 20.5% 29.2% 15.6% 17.3% 17.3%
1EAREE A
e 572 2011 2012 2013E 2014E 2015E * /= ffe% 74.3% 70.9% 53.7% 50.6% 50.6%
BEEHIER 196 222 217 238 250 4#fifRneFE 32.0% 22.5% 12.4% 10.6% 9.0%
A8 84 135 112 152 175 A#kE 1.1 1.1 1.7 1.6 1.7
I8 5 R4l 45 47 52 62 75 #arbE 09 08 14 14 1.4
TEFALH 31 5 46 21 (2) #iEfeH
H I AR 35 35 8 4 2 FEREE 1.0 1.2 1.0 1.0 1.0
BREHAER (163) (147) (61) (188) (61) AHWAHE 47 59 52 51 53
TR Z (74) (148) (116) (193) (67) 5 Aktk A 4 3.2 35 35 3.6 3.8
& B B A 1 12 1 1 1 ATk R 4 1.8 2.1 1.9 1.9 2.0
FRH R ® (17) 49 0 0 HBRFH ()
e (82) 5 6 4 5 fERolkiE 0.14 018 0.21
EREHIAR 12 (60) 251 (5) (48) HEMEEIAL 0.27 029 0.30
1 5538 R, 39 (13) (54) 0 0 HMRAK” 0.75 091 1.06
TR ARG, 0 0 359 33 0 HRAEA 0.04 0.06 0.06
REA I AT (31)  (55) 12 (33) (46) fE{ALE
HeHEF (57) (102) (66) (5) (3) PE 00 00 90 68 6.0
EEiRk 62 110 0 0 0 PB 00 00 17 1.4 1.2
P53 R 45 14 408 45 141 EV/EBITDA 85 61 69 54 46
FTHERR: aERE. BRIESR (55)
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CHINA MERCHANTS SECURITIES (HK

BERREAPLTHER

BRI R L

EA FH M A AR 12/ A 45 338 4 F 7H10%04 _E

P TN AR R R 124 A 82 35 40 EF 3R T 5 10% 304 7
ik TP AR R 12 A A 2T 54550 T %% 10%04 £

SR EE:

AR B B R EA(BB)A TR 8] -4, RBHIEA(FH)NBA SR IEARY K F 5B RE RS (SFC)PT LM T ik g 5F
¥ SFC # 8B GEARMNTELL) #AKE. BHIEAGER)ETHEETELR RS L AGEARS). F2E2IRE4R
%) F A RGREARBEEN). % 6 LGEVMBRTRBEZ N)FH 9 RMRBET FEH). ARSFTHAZFELRELS,
H O RM BT BT R IEARAR R AR T gL B W #iE. A RIEEF.

AIRE 6915 8 BT R RIEAGR)IAND T AT FA ALK 5) 2 X 243 809 A . AT 20k Ao 7 200 3 RARAEATHR
PE. BEIEA(EH)TE EHIRE TN & IAE T, B RARERBMETA XK 698 40, KA E) B LR R 2T
AE R AR B A P 5| R AT B AR R AR . B AR g Se9H 8k 2 R T2 RIRE TR A &
Fafz 85 B ATRIAD K 09 R, ELAZ K& B L R & 69484 B AR A M SR L dE A3RS4E h B a9 TR .

HBTTHE A (B 58) 3L TAUM 7T 2 AT JR% b FTAR B &) FTAAT 0HE S = IR HEAT 20 J) A 5T g 3 20 A0 5] R AR R £ TR
BALRAATL SRS, AR WA )3 48 T HE A (B8 ) AT R 22 3 @ 34 T AT AUM Ao M AT AT R BHL. L1 F)

K
g

PBEAES (B )H FR8]
BRFIRR G % —H 48 #%
/3] Wak:  http://www.newone.com.hk
w,7%: (852) 31896888 1+ A: (852) 31010828
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