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Key Data 

H-Share price (HK$) 1.59  
Price target (HK$) 1.86 
Upside potential (%) 17 
52Wk H/L(HK$) 2.25/1.25 
Issued shares (mn) 19,110 
H-shares 2,871 
A-shares 16,239 

H-share Market cap (HK$mn) 4,565 
30-day avg vol (HK$mn) 3.5 
Major shareholder (%):  
  China Metallurgical Group Corp 64.2 

Source: Company, Bloomberg, ABCI Securities  

 
 
Revenue composition in FY11 (%) 

Engineering & construction 77 
Equipment manufacturing 6 
Resources development 5 
Property development 9 
Others 3 

Source: Company 
 
 
Share performance (%) 

 Absolute Relative* 

1-mth (1.9) (4.1) 
3-mth (1.2) (7.7) 
6-mth (23.6) (18.3) 

Source: Bloomberg 

*Relative to Hang Seng Index 

 

 
1 year price performance 

 

Source: Bloomberg 
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MCC (1618 HK) – Hold  
Construction & Engineering Industry 
 

Another delay in the SINO Iron Project 
MCC was blamed by CITIC Pacific (267 HK) in the SINO Iron Ore 

Project delay in Australia. We were disappointed and would adjust our 

forecast when more details disclosed in the coming results 

announcement on Aug 30.  

 

Citic Pacific blamed MCC in the SINO Iron Ore Project. Citic Pacific 
(267 HK) was not able to meet its target of integrated commissioning and 
beginning trial production of the first production line of the Sino Iron 
project in Australia by the end of August. Citic Pacific blamed MCC held 
responsible for the primary cause of the delay in its interim results 
announcement. We found all are losers in this issue. The possible loss 
estimation in 1Q12 would increase accordingly. 
 
Cautious outlook. MCC’s new contracts declined 24.2% YoY to 
Rmb140.2bn in 7M12 while the new contracts decreased 25.4% YoY to 
RMB123.6bn in 1H12. It implies a slightly improvement in July. We think 
the new contracts level would perform better in the remaining period of the 
year. 

 
Poor 1H12 results are expected. We expect the loss in its poly-silicon 
business would result a poor 1H12 results announced on Aug 30. We do not 
see any turnaround signals in solar industry. 

 

Risk factors: Further loss due to the Western Australia SINO Iron Ore 
Project; slow-down of the metallurgical fixed asset investments; significant 
price correction in the commodity property market in China; political risk 
of its overseas mines. 

 

Results and Valuation 

FY ended Dec 31 FY09A FY10A FY11A FY12E FY13E 

Revenue (Rmb mn)  165,495   206,397   229,721   248,099   270,428  

Chg (% YoY)  10.3   24.7   11.3   8.0   9.0  
Gross Profit (Rmb mn)  15,809   20,762   21,154   24,428   27,500  

Chg (% YoY)  19.0   31.3   1.9   15.5   12.6  
Net Income (Rmb mn)  4,425   5,321   4,243   4,922   6,054  

Chg (% YoY)  44.2   20.2   (20.3)   16.0   23.0  
EPS (Rmb)  0.30   0.28   0.22   0.26   0.32  

Chg (% YoY) -  (7.2)   (21.4)   17.1   23.0  
PE (x)  -   -  5.9   5.0   4.1  

PB (x)  -   -   0.51   0.47   0.42  

Yield (%)  -   -   -   2.2   2.6   

ROAE (%)  20.9   12.7   9.1   9.7   10.8  

ROAA (%)  2.2   2.0   1.4   1.4   1.7  

Net debt/total equity (%)  63.2   142.5   162.3   164.2   161.7  

Source: Company, Bloomberg, ABCI Securities estimates  
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Major items of consolidated balance of MCC  

 
 

Source: Company, ABCI Securities estimates 
 

  

Total assets Total liabilities Net assetsFY2011 (Rmbmn) (Rmbmn) (Rmbmn)E&C 205,823 186,076 19,747Equip mfg 23,172 15,487 7,685Resources development 35,369 30,090 5,279Property developmnet 99,390 80,797 18,593Others 21,504 18,162 3,342Unallocated items 4,473 524 3,949Elmination -57,700 -57,280 -420Total 332,031 273,856 58,175Less: MI 9,972Net assets attributable to shareholders of the co. as of 31/12/2011 48,203Possible loss or written down from cost overrun of projects:Possible loss or written down from cost overrun of projects:Possible loss or written down from cost overrun of projects:Possible loss or written down from cost overrun of projects:Accumulated costs overrun of the projects (upto 31/3/2012) -1,480Remaining costs to be incurred to complete these contracts at 31/3/2012 -4,770Outstanding amounts for completed work less the advances rec'd fm the owner of the projects -3,020Sub-total 38,933Further written down on non-profitable segment assets:Further written down on non-profitable segment assets:Further written down on non-profitable segment assets:Further written down on non-profitable segment assets:Equip mfg (10% of segment assets as of 31/12/2011) -2,317Resources (25% of segment assets as of 31/12/2011) -8,842Adjusted net assets 27,774Issued shares (mn) 19,110Adjusted NAV per share (Rmb/share) 1.453Forex (Rmb/HK$) 0.823Adjusted NAV per share (HK$/share) 1.767
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Disclosures 
 
Analyst Certification 
I,  Chu Chia Hsien, Francis , being the person primarily responsible for the content 
of this research report, in whole or in part, hereby certify that all of the views 
expressed in this report accurately reflect my personal view about the subject 
company or companies and its or their securities. I also certify that no part of my 
compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. I and/or my associates have no 
financial interests in relation to the listed company (ies) covered in this report, and I 
and/or my associates do not serve as officer(s) of the listed company (ies) covered 
in this report. 
 

Disclosures of Interests 
ABCI Securities Company Limited and/or its member companies (“ABCI”) may 
pursue financial interests to the companies mentioned in the report. 
 
Disclaimers 

This report is for our clients only and is for distribution only under such 
circumstances as may be permitted by applicable law. It has no regard to the 
specific investment objectives, financial situation or particular needs of any specific 
recipient. It is published solely for informational purposes and is not to be construed 
as a solicitation or an offer to buy or sell any securities or related financial 
instruments. No representation or warranty, either expresses or implied, is provided 
in relation to the accuracy, completeness or reliability of the information contained 
herein. This report should not be regarded by recipients as a substitute for the 
exercise of their own judgment. Any opinions expressed in this report are subject to 
change without notice and may differ or be contrary to opinions expressed by other 
business areas as a result of using different assumptions and criteria. The analysis 
contained herein is based on numerous assumptions. Different assumptions could 
result in materially different results. The analyst(s) responsible for the preparation 
of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing and interpreting market 
information. ABCI Securities Company Limited is under no obligation to update or 
keep current the information contained herein. ABCI Securities Company Limited 
relies on information barriers to control the flow of information contained in one or 
more areas within ABCI Securities Company Limited, into other areas, units, groups 
or affiliates of ABCI Securities Company Limited. The compensation of the analyst 
who prepared this report is determined exclusively by research management and 
senior management (not including investment banking). Analyst compensation is 
not based on investment banking revenues, however, compensation may relate to 
the revenues of ABCI Securities Company Limited as a whole, of which investment 
banking, sales and trading are a part.  The securities described herein may not be 
eligible for sale in all jurisdictions or to certain categories of investors. The price 
and value of the investments referred to in this research and the income from them 
may fluctuate. Past performance is not necessarily indicative of future results. 
Foreign currency rates of exchange may adversely affect the value, price or income 
of any security or related instrument mentioned in this report. For investment advice, 
trade execution or other enquiries, clients should contact their local sales 
representative. Neither ABCI Securities Company Limited nor any of its affiliates, 
directors, employees or agents accepts any liability for any loss or damage arising 
out of the use of all or any part of this report. Additional information will be made 
available upon request. 

Copyright 2012 ABCI Securities Company Limited 

No part of this material may be (i) copied, photocopied or duplicated in any form by 
any means or (ii) redistributed without the prior written consent of ABCI Securities 
Company Limited. 
 
Office address: ABCI Securities Company Limited, 13/F Fairmont House,  
8 Cotton Tree Drive, Central, Hong Kong.  

Tel: (852) 2868 2183 

 

 


