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The information contained in this presentation is intended solely for your personal reference. 

Such information is subject to change without notice, its accuracy is not guaranteed and it may not 

contain all material information concerning the Company.  The Company makes no representation 

regarding, and assumes no responsibility or liability for, the accuracy or completeness of, or any errors 

or omissions in, any information contained herein.  

In addition, the information contains projections and forward-looking statements that reflect the 

Company’s current views with respect to future events and financial performance.  These views are 

based on current assumptions which are subject to various risks and which may change over time.  No 

assurance can be given that future events will occur, that projections will be achieved, or that the 

Company’s assumptions are correct. It is not the intention to provide, and you may not rely on this 

presentation as providing, a complete or comprehensive analysis of the Company's financial or trading 

position or prospects.  

This presentation does not constitute an offer or invitation to purchase or subscribe for any securities or 

financial instruments or to provide any investment service or investment advice, and no part of it shall 

form the basis of or be relied upon in connection with any contract, commitment or investment decision 

in relation thereto. 

Disclaimer 
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Results Highlights 
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Revenue from sales of collagen sausage casings rose by 27.1% year-on-year to RMB604.2 million 

Profit attributable to the owners of the Company amounted to RMB305.2 million, up 37.3% 

The Board resolved the payment of an interim dividend for the Period of HK4.3 cents per share 

Cash and cash equivalents was RMB458.6 million with PRC treasury bonds totaled to  
RMB814.8 million 

In 2011, the Group continued to be the leading collagen sausage casing products manufacturer 
in the PRC, with a total production volume of 1,813.1 million meters and capacity utilization rate 
of over 93.6% 

The Group has a total of 170 production lines in operation as at 30 June 2011 

The Muslim sausage casings is currently sold locally within the China market, and is expected 
to be launched also in overseas markets in the second half of this year or the first half of next year  
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Financial Performance 
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Financial Summary 

(in RMB million, unless otherwise stated) 2011 2010 Change (%) 

Total production volume (million meters)  1,813.1 1,315.7 +37.8 

Total sales volume (million meters)  1,384.4 1,051.2 +31.7 

Revenue 604.2 475.3 +27.1 

Gross profit 385.6 298.8 +29.1 

Profit attributable to owners of the Company 305.2 222.3 +37.3 

Net margin (%) 50.5 46.8 +3.7p.p. 

Capital expenditure  — Cash outflow 109.2 162.7 -32.9 

Basic earnings per share (RMB cents) 9.19 6.69 +37.4 

Dividend per share (HK cents) — Interim 4.3 3.0* +43.3 

For the six months ended 30 June 

*restated 
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Financial Ratios 

1H 2011 1H 2010 Change 

Total assets (RMB million) 2,244.1 1,918.9 +16.9% 

Return on equity 30.7% 27.0% +3.7p.p. 

Gearing ratio 

(Total bank borrowings / total equity) 
1.5% 6.9% -5.4p.p. 

Inventory turnover (days) 132.0 81.3 +50.7 

Trade receivables turnover (days) 54.8 30.5 +24.3 

Trade payables turnover (days) 70.7 44.5 +26.2 

Current ratio (times) 

(Current assets/ current liabilities) 
7.9 11.4 -3.5 
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Revenue Driven by Increase 
in Sales Volume 

Revenue soared mainly due to surge in sales of western-stylen collagen sausage casing products 

The sales of western-style collagen sausage casing products reached RMB574.0 million for the six months 
ended 30 June 2011 (2010: RMB443.1 million), representing a growth of 29.5% over the previous year  

The average selling price of products is lower during the Period, mainly due to the shift in sales mix from 
large diameter products to smaller ones 

Revenue Total Sales Volume 
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Cost of Sales Increased to Meet the Group’s 
Expansion Needs 

Water, electricity and coal expenses as a percentage of cost of sales decreased, primarily due to the 
Group’s application of the third generation improvement on heat technology to all production lines, 
demonstrating a more significant energy saving result 

The Group did not incur finance costs in first half of 2011. As at 30 June 2011, bank borrowings 
amounted to RMB30.0 million with floating interest rates ranging from 5.76% to 6.65%; 
All interest expenses incurred were offset by government grants received 

(RMB ’ 000) 

Cost of Sales Breakdown Costs as Percentage of Revenue 

2010 2011 

Selling & 
distribution costs 

0.9% 1.2% 

Administrative 
expenses 

5.3% 4.7% 

Finance costs 0.5% -0.1% 

For the six months  
ended 30 June 

2011 
89,084 

40.8% 

54,422 

24.9% 

39,086 

17.9% 

35,935 

16.4% 

2010 
72,218 

40.9% 

46,834 

26.5% 

28,905 

16.4% 

28,639 

16.2% 

Raw materials & consumables 

Water, electricity & coal 

Salary & employee benefit 

Other 
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Increased Profit After Tax to Reflect 
Enhanced Economies of Scale 

For the period under review, net profit margin 
increased from 46.8% to 50.5%, mainly due to: 

 1. The Group dedicated efforts in enhancing the 
 efficiency of existing production lines in the hope 
 of catering rising market demand, optimized its 
 energy saving facilities for cost-saving and  
 leveraged on its R&D expertise to enrich product 
 portfolio and maintain profitability.  Gross profit 
 margin increased from 62.8% for the same 
 period in last year to 63.8% for the Period 

 2. The increase in interest income from bank 
 deposits and PRC government treasury bonds. 
 Total interest income increased from RMB6.4 
 million for the six months ended 30 June 2010 
 to RMB10.5 million for the six months ended 
 30 June 2011 

 3. Foreign exchange gains due to the translation of 
 current account within the Group increased from 
 RMB5.8 million to RMB17.2 million. If the effect 
 of foreign exchange gains was excluded, net 
 profit margin increased from 45.5% to 47.7% 

(RMB ’000) 
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Working Capital Analysis 
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Trade Payables Turnover Days Trade Receivables Turnover Days 

Trade receivables turnover days increased because of the 
increase in bills receivable due within 3 months. These 
bills receivable were issued by our major customer during 
April and were fully settled in July. The acceptance of bills 
receivable is an exceptional situation to support this 
customer and the trade term has been resumed to normal. 

Inventory turnover days increased, mainly due to the 
increase in inventory of Chinese style products. This is 
because the mid-Autumn Festival will be earlier this year. 
In addition, due to the high pork price and natural casing 
price, the demand for Chinese style products will be 
strong. Therefore the Group started to produce Chinese 
style products in the first half because the production cost 
will be lower due to the lower temperature and humidity. 
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Business Review 
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Vast Market Potential with Constantly 
Strong Demand 

According to the preliminary figures of the National Bureau of Statistics, 
the GDP of the PRC in the first half of 2011 was approximately RMB20,446 billion, 
representing a year-on-year growth of approximately 9.6%.  

The capita disposable income of urban residents was RMB11,041 and the per capita 
net income of rural residents was RMB3,706 respectively after eliminating the 
pricing factor.  

Stimulated by the strong resurgence of the PRC economy and improved standard of 
living brought about by a prosperous economy, demand for meat products continued 
to increase.  

Recent incident on product quality of meat suppliers raised concerns over food safety 
across the nation and briefly affected the demand for fresh and processed meat 
products but the sales of our collagen sausage casings kept increasing steadily and 
achieved our expectation, as increased demand from other industry players remained 
strong and quickly offset the decline in demand from major players. 
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Increased Production Capacity 
to Meet Rising Demand 

(million meters) 

First Half Production Output 

2010 2011 

Actual Production 
Capacity  (million meters) 

1,436.4 1,938.0 

Actual Production 
Volume  (million meters) 

1,315.7 1,813.1 

Production Capacity 
Utilization Rate 

91.6% 93.6% 

For the six months  
ended 30 June 

The Group currently owns two production 
plants at Wuzhou with 170 production lines 
in operation as at 30 June 2011. 
The weighted average capacity calculated by 
the operating time of the production lines 
was 1,938.0 million meters and the actual 
production volume was approximately 
1,813.1 million meters for the Period 
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Reconfiguration of Production Lines to 
Diversify Product Range 

During the Period, the Group offers different sizes  
of collagen sausage casing products, with diameters 
ranging from 13-50 mm 

Sales of large-sized diametrical casings continued to 
increase during the Period owing to poplar market 
demand 

About 76.7% of the Group’s sales were casings with 
diameters ranging from 16-21 mm.  

With the technology breakthrough that the Group 
successfully developed during the Period, the Group 
was able to extend its product range to smaller 
diametrical casings of 13-15mm to cater for 
increasing market demand. 
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Extensive Market Penetration 

Our products are mainly sold to mainland China, which accounted  

for over 95% of the Group’s sales 

The Group is the leading collagen sausage casings producer 

in China with extensive business coverage in a number of  

provinces, including Henan, Guangdong, Sichuan, Fujian,  

Jiangsu,  Liaoning, Shandong, Hubei, Hunan, etc 

About 5% of our products for export; the Group 

received orders from various oversea markets, 

including South America, Southeast Asia, 

the United States and Europe 

The orders from customers of Southeast area                                                               

increased by 191.7% year-on-year   
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Outlook 
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Production Expansion to Capture More 
Market Opportunities 

FY 2010 1H 2011 FY 2011E 

Production Lines 170* (166) 170 220 

Effective Production Capacity (million meters) 3,147.8 1,938.0 4,000 – 4,200 

Actual Production Volume (million meters) 2,908.1 1,813.1 3,600 – 3,800 

Production Capacity Utilization Rate 92.4% 93.6% 85 % - 90% 

Capital expenditure for 2011 is expected to be approximately RMB400 million, 

spending for the first half was RMB109 million. 

* Including 4 production lines that were part of the 2011 expansion plan and 
completed ahead of schedule at the end of 2010 
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Optimizing Products, Expanding into 
New Market Segment & Saving Costs 

We will expand the production of Muslim sausage casings by setting aside a maximum of 
26 production lines, and is expected to be launched in overseas markets in the second half 
of 2011 or first half of 2012 upon receiving relevant authority permission and sales 
contributions from Muslim sausage casings exports will be reflected in 2012 

 

We will further explore energy-saving technology, particularly heat technology, in order to 
enhance stability and efficiency. We endeavor to save energy so as to alleviate the 
pressure of rising costs caused by inflation 
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Open Forum 


