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Lenovo Group Limited(992)  
 
Maintain Buy (12 month target HK$6.00) 
 
Catalyst 
Shipment growth outperformed the market in 3Q 2011 
According to IDC research data, Lenovo overtook Dell to become 
the No. 2 PC vendor in the world, as we expected. IDC reported 
Lenovo shipped 12.579million units in 3Q 2011 that account for 
13.7%market share compared with 12.2% in 2Q 2011.Its shipment 
grew by 36.1%yoy or 22.4%qoq in 3Q, which largely outpaced the 
market average. We believe the strong shipment growth of Lenovo is 
due to Lenovo’s well positioned in both emerging and mature 
markets. We expect China and other emerging markets to maintain 
strong growth in coming two years and Lenovo will benefit most as 
its business is concentrated on emerging markets (Lenovo ranked 
No.1 in emerging market and gained 16.6% market share in 
2Q2011).Lenovo’s partnership with NEC and the acquisition of 
Medion will help Lenovo to expand its business in Japan and West 
Europe.  
 
HP exit touchpad tablet business that may benefit Lenovo 
HP announced to cut off 500 employees as HP killed off its 
TouchPad tablet as well as its webOS smartphone line. Lenovo also 
lauched its tablets and smartphones in the China market.We found its 
A1 Lepad tablet and A60 smartphone are priced around Rmb1,000 
that are much cheaper compared with the similar types of products of 
its international competitors. The market segmentation strategy will 
help Lenovo to grab mass market share. We believe these market 
segmentation and price differentiation strategies will be successful to 
build up the edges of Lenovo in the China market as well as in other 
emerging markets. 
 
Estimate revision 
We raise our FY2012 revenue and EPS forecast by 2.2% and 3.6% to 
US$26,780 million and US cents 4.27 respectively based on 
strong-than-expected shipment data in 3Q2011.We raise our 
12month target price to HK$ 6.00, which represent 18x FY 11PE and 
14.2x FY 12PE. 
 

 
 
 
 
 

Data

Price（13/10/2011） HK$5.39

Issued shares 10,320.27mn

Market cap HKmn$55,626

52week high/low HK$5.72/3.9

3m ave.daily vol 37.525mn

Major shareholders:

Legend Holdings Ltd（41.35%）

Yuanqing Yang-CEO（9.18%）

Source：Bloomberg,ABCI Securities estimates

Source:Bloomberg,ABCI Securities estimates 
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Figure1:Stock performance

Price(13/10/2011) Change-5D Change-1M Change-3M Change-YTD

992 HK Equity 5.39 12.06% 8.02% 13.00% 8.23%

HSI Index 18,757.81 9.23% -1.43% -14.45% -18.57%
Hang Seng Inform Tech
Index 2,131.05 9.26% -0.26% -16.85% -14.18%

Source:Bloomberg,ABCI Securities estimates
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Figure3: Estimates revisions
(US$ mn) Revised 2012F Original 2012F Difference Revised 2013F Original 2013F Difference Revised 2014F Original 2014F Difference
Revenues 26,780 26,201 2.2% 31,708 31,040 2.2% 36,753 35,996 2.1%

Gross profits 3,242 3,172 2.2% 3,805 3,725 2.1% 4,410 4,320 2.1%
Operating profits 583 562 3.7% 761 745 2.1% 882 864 2.1%

Pretax profit 566 545 3.8% 747 731 2.2% 905 887 2.0%
Net profit 440 425 3.6% 560 548 2.3% 679 665 2.1%

Basic EPS(US cents) 4.27 4.12 3.6% 5.43 5.31 2.3% 6.58 6.44 2.1%

Source:ABCI Securities estimates

Figure2:  Q3/2011 Worldwide PC shipments(Thousands)

Rank Vendor 3Q/2011shipment 2Q/2011shipment Market share yoy growth(%) qoq growth(%)

1 HP 16,652 15,263 18.1% 5.3% 9.1%

2 Lenovo 12,579 10,276 13.7% 36.1% 22.4%

3 Dell 11,007 10,927 12.0% -1.6% 0.7%

4 Acer 9,207 9,160 10.0% -20.6% 0.5%

5 Asus 6,002 4,468 6.5% 30.2% 34.3%

All vendor 91,879 84,413 100.0% 3.6% 8.8%

Source：IDC,ABCI Securities estimates
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Disclosures 
Analyst Certification 
I,  Hu Zhaoling, Judy , 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.  
 
ABCI Securities Company Limited and/or its associates will seek to 
do business with Lenovo Group. As a result, investors should be 
aware that we may have a conflict of interest that could affect the 
objectivity of this report. Investors should consider this report as 
only a single factor in making their investment decision. Investors 
should obtain relevant and specific professional advice appropriate 
to his/her/its personal circumstances and investment objectives 
before making any investment decision. Investor should also 
carefully consider relevant risk factors. If investor has any questions 
about anything contained in this research report please consult ABCI 
Securities Company Limited or his/her/its professional advisors. 
 
ABCI Securities Company Limited and its member companies will 
pursue financial interests to the companies mentioned in the report in 
the future. 
 
Disclaimer 
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 
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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 2011 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 


