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Xinhui land acquisition to develop new
campus

= The Group announced land acquisition in Xinhui, Jiangmen, Guangdong, for new campus
development. The cost is RMB 190.01mn (~HK$ 207.11mn), and the Group will fund the
purchase with internal resrouces

= The new campus will support the expansion of Huashang Vocational College and is
expected to commence operation in Sep 2021; we estimate revenue contribution of the
new campus to be 3.8% in FY22E

= Expect revenue CAGR of 19.8% in FY19A-22E, supported by student enrollment and
average student revenue CAGRs of 11.0% and 7.9%

= Maintain BUY; current TP implies 19.39x/15.48x 20E/21E P/E, or 3.34x/2.75x 20E/21E
P/B

Land acquisition in Xinhui to develop new campus. The Group announced to acquire a

site located in Xiangshan, Shuibeicun, Yamen (EFT8E/K A4 1l1) of the Xinhui District in

Jiangmen, Guangdong. The site area is ~455,652 sqm with a GFA of ~318,956 sgm to

683,478 sgm. The Group will fund the land acquisition with internal resources. As of end-Feb

2020, the Group’s cash level was at ~RMB 742.32mn.

Expanded capacity to drive revenue growth. The acquired site will mainly support the new
campus development for Huashang Vocational College, one of the Group’s portfolio schools.
According to the Group, the new campus would commence operation in Sep 2021. The
planned new campus in Xinhui has a designed capacity of 12k students. The capacity of the
Huashang Vocational College in 2018/19 school year was 11,044, meaning the capacity
increase brought by the Xinhui new campus would be over 100%. In addition, the Xinhui
campus’ capacity represents 23.6% of our estimated domestic capacity (~50.9k) in 2020/21
school year. We expect utilization of the Xinhui new campus would increase gradually, and
estimate new student enrollment in 2021/22 school year would be 2.5k. In addition, tuition
level of the new campus would be on par with that of Huashang Vocational College. Based on
our projections, the new campus would start contributing to 3.8%.0f the Group’s revenue in
FY22E.

Revenue CAGR of 19.8% in FY19A-22E. The new Xinhui campus would elevate the Group’s
growth. We expect revenue CAGR in FY19A-22E to be 19.8% (previous projection: 18.3%),
supported by enroliment CAGR of 11.0% and average revenue per student CAGR of 7.9% for
FY19A-22E.

Maintain BUY; TP at HK$ 6.96. We believe continuous expansion would further support
growth in coming years. Maintain BUY. We raise the DCF-derived TP to reflect the additional
growth to be derived from the Xinhui new campus. Current TP represents 19.39x/15.48x
20E/21E P/E, or 3.34x/2.75x 20E/21E P/B.

Risk factors: 1) Geographical concentration risk; 2) Growth risk; 3) Teaching staff cost risk;

4) Fluctuation in education quality; 5) Regulatory risk; 6) Impacts of prolonged COVID-19
pandemic; 7) Failure to maintain a favorable effective tax rate.

Results and Valuation

FY ended Aug 31 FY18A FY19A FY20E FY21E FY22E
Revenue (RMB mn) 636 704 829 992 1,211
Change (YoY %) 5.3 10.7 17.7 19.6 22.1
?l;;/l I;r%flr:)— to owners of the Company 162 217 334 418 520
Change (YoY %) 23.2 34.1 54.1 25.2 24.9
Basic EPS (RMB cent) 21.55 27.68 32.83 41.09 51.31
Change (YoY %) N/A 28.4 18.6 25.2 24.9
P/E (x) 25.99 20.24 17.06 13.63 10.92
BVPS (RMB cent) N/A  157.67 190.48 231.57 282.88
P/B (x) N/A 3.55 2.94 2.42 1.98
DPS (HK cent) N/A 1.0 11.8 14.8 18.4
Dividend yield N/A 0.16 1.92 241 3.01
ROAA (%) 8.6 8.1 10.3 11.4 11.8
ROAE (%) 27.1 19.4 18.9 19.5 19.9

Source(s): The Group, ABCI Securities estimates

Edvantage Group Holdings Limited (382 HK) [BUY]

China Education Sector

Company Report
Jun 10, 2020
Rating: BUY

TP: HK$ 6.96

Analyst: Paul Pan
Tel: (852) 2147 8829

Email: paulpan@abci.com.hk

Share price (HK$)
52WK H/L (HK$)

Est. share price return
Est. dividend yield
Est. total returns
Previous report date
Previous rating/TP

6.13
6.41/2.56
13.56%
1.92%
15.49%

Apr 28, 2020
BUY / HK$ 5.75

Source(s): Bloomberg, ABCI Securities estimates

Key data
Issued shares (mn) 1,018.36
Mkt cap (HK$ mn) 6,242.56
3-month ADT(HK$mn) 17.53
Shareholding (%)
Debo Education Investment HLD 73.65
Ariana Capital Investment 7.27
Other public investors 19.08
Source(s): Bloomberg, the Group
Price performance (%)
Absolute Relative*
1-mth 15.53 11.16
3-mth 30.95 29.72
6-mth 41.08 45.32
* Relative to HSI
Source(s):Bloomberg
Price performance since IPO
7.0 30,000
29,000
6.0 28,000
27,000
5.0 1 26,000
25,000
4.0 - )
0 24,000
3.0 23,000
22,000
20 21,000

= Price (LHS)

Source(s):Bloomberg, ABCI Securities

Note: Market data as of June 9, 2020
RMB/HKD=1.0943

HSI Index (RHS)



1) B B

ABC INTERNATIONAL Edvantage Group Holdings Limited (382 HK) [BUY]
ABCI SECURITIES COMPANY LIMITED China Education Sector

Exhibit 1: Changes in assumptions and valuations

Current report Previous report Rationale
FY ends at Aug 31 FY20E  FY21E FY20E FY21E
Assumptions
GPM (%) 50.1 51.2 50.1 51.2
Pretax margin (%) 43.7 45.8 43.8 45.8 N/A
NPM (to shareholders of the Company) (%) 40.3 42.2 40.3 42.2
DIE (%) 18.3 17.3 18.3 17.3 Lower D/A ratio due to the increase in
non-current assets as a result of the new

D/A (%) 10.6 10.2 11.0 10.2 campus construction in Xinhui
Tax rate (%) 7.9 7.9 7.9 7.9 N/A
Revenue growth (YoY %) 17.7 19.6 17.7 19.6

- - Tuition fees 19.2 18.5 19.2 18.5 N/A

- - Boarding fees .7 36.5 .7 36.5
Projections
ROAA (%) 10.3 114 10.5 11.6 Changes in return ratio is also impacted by
ROAE (%) 18.9 19.5 18.9 19.5 the new campus construction in Xinhui
Valuations
TP (HK$) 6.96 5.75 . »
PIE (x) 19.39 15.48 16.02 12.80 Increase in TP due to 'ghe e}ddltlonal growth

from the new Xinhui campus

P/B (x) 3.34 2.75 2.76 2.27

Note: Previous report was published on Apr 28, 2020
Source(s): The Group, ABCI Securities estimates

Exhibit 2: Changes in major forecasts

: Current report Previous report Change (%)
FY ends at Dec 31 FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
Revenue (RMB mn) 829 992 1,211 829 992 1,165 0 0 3.95
Net profit (to owners of the Company) 334 218 522 334 218 502 0 0 308
(RMB mn)
EPS (RMB cent) 32.81 41.09 51.31 32.81 41.09 49.25 0 0 4.18

Source(s): ABCI Securities estimates
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Financial statement of the Group
Consolidated income statement
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FY ends at Aug 31 (RMB mn) FY18A FY19A FY20E FY21E FY22E
Revenue 636 704 829 992 1,211
- Tuition fees 580 647 772 915 1,117
- Boarding fees & other services 57 57 57 77 93
Cost of sales (346) (362) (414) (484) (584)
Gross profit 290 342 415 508 627
Selling expenses 9) (@) (10) (11) (14)
Admin expenses (67) (82) (91) (108) (128)
Others 28 17 63 75 93
Finance costs (18) (28) (24) (10) (10)
Pretax profit 225 243 363 454 567
Tax (48) (28) (29) (36) (45)
Net profit (continuing operation) 177 215 334 418 522
- Owners 163 209 334 418 522
- Ml 14 6 0 0 0
Net profit/losses from discontinued operations 2) 7 0 0 0
- Owners ) 7 0 0 0
- Ml 0 0) 0 0 0
Total net profit 175 223 334 418 522
- Owners 162 217 334 418 522
- Ml 14 6 0 0 0
EPS (RMB cent)
- Basic 21.55 27.68 32.83 41.09 51.31
- Diluted N/A 27.68 32.83 41.09 51.31
DPS (HK cent) 0 1.00 11.78 14.76 18.43
Source(s): The Group, ABCI Securities estimates
Consolidated balance sheet
FY ends at Aug 31 (RMB mn FY18A FY19A FY20E FY21E FY22E
Bank balances and cash 149 1,352 1,188 1,467 1,903
Financial assets at fair value through profit or loss 869 253 268 284 301
Trade receivables, deposits, prepayments and other receivables 23 32 48 45 70
Others 117 58 1 1 1
Current assets 1,158 1,695 1,504 1,796 2,275
PP&E 1,176 1,180 1,340 1,608 1,938
Prepaid lease payments 54 199 0 0 0
Others 8 53 513 579 648
Non-current assets 1,238 1,432 1,853 2,187 2,586
Total assets 2,396 3,127 3,357 3,983 4,861
Contracted liabilities 568 682 705 809 973
ST Borrowing 214 166 105 118 139
Others 241 171 211 226 317
Current liabilities 1,024 1,019 1,022 1,153 1,428
Deferred tax liabilities 106 113 121 152 185
LT Borrowing 568 390 251 290 331
LT lease liabilities 0 0 25 29 36
Non-current liabilities 673 502 396 472 552
Shareholders' equity 626 1,606 1,940 2,358 2,881
MI 73 0 0 0 0
Equity 699 1,606 1,940 2,358 2,881
Total liabilities and equity 2,396 3,127 3,357 3,983 4,861

Source(s): The Group, ABCI Securities estimates
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FY ends at Aug 31 (RMB mn FY18A FY19A FY20E FY21E FY22E
Profit for the period 175 223 334 418 522
Depreciation and amortization 64 64 67 71 73
Change in working capital 62 130 80 98 228
Others 37 6 23 23 29
Cash flow from operating activities 338 423 505 610 853
PP&E (132) (102) (415) (756) (420)
Others (706) 534 18 17 18
Cash flow from investing activities (839) 433 (396) (739) (402)
Change in borrowing 488 (227) (200) 52 62
Others (56) 559 (71) 355 (78)
Cash flow from financing activities 432 332 (272) 408 a7
Net change in cash (69) 1,188 (163) 280 434
Cash and cash equivalent - beg 216 149 1,352 1,188 1,467
ForEx impact 1 16 2) 0) 2
Cash and cash equivalent - end 149 1,352 1,188 1,467 1,903
Source(s): The Group, ABCI Securities estimates
Key operating and financial ratios
FY ends at Aug 31 FY18A FY19A FY20E FY21E FY22E
Growth (YoY %)
Revenue 53 10.7 17.7 19.6 22.1
- Tuition fees 5.7 11.6 19.2 18.5 22.2
- Boarding fees 3.0 4.1 @.7) 36.5 19.9
Gross profit 7.1 17.9 21.3 22.4 23.4
Pretax profit 13.3 8.2 49.1 25.2 24.9
Total net profit (to shareholders of the company) 23.2 34.1 54.1 25.2 24.9
Profitability ratios (%)
GPM 45.6 48.6 50.1 51.2 51.8
Pretax profit 35.3 34.5 43.7 45.8 46.8
Total NPM (to shareholders of the company) 25.7 29.7 40.3 42.2 43.2
Return ratios (%)
ROAA 8.6 8.1 10.3 11.4 11.8
ROAE 27.1 19.4 18.9 19.5 19.9
Liquidity ratio (x)
Current ratio 1.1 17 15 1.6 1.6
Cash ratio 0.1 1.3 1.2 1.3 1.3
Leverage ratios (%)
Total debt to Equity 111.8 34.6 18.3 17.3 16.3
Total debt to Total assets 32.6 17.8 10.6 10.2 9.7
Net debt to Equity 90.5 (49.6) (42.9) (44.9) (49.8)
Net debt to Total assets 26.4 (25.5) (24.8) (26.6) (29.5)

Source(s): The Group, ABCI Securities estimates
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I, PAN Hongxing, Paul, 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. | 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. | and/or my associates have no financial
interests in relation to the listed company (ies) covered in this report, and | 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 affiliates, within the past 12 months, have investment banking relationship with
one or more of the companies mentioned in the report.

Definition of equity rating

Rating Definition

Buy Stock return rate= Market return rate (10%)

Hold - Market return rate (-10%) < Stock return rate < Market return rate (+10%)
Sell Stock return < - Market return (-10%)

Stock return rate: expected percentage change of share price plus gross dividend yield over the next 12 months
Market return rate: average market return rate since 2008 (HSI total return index 2008-19 CAGR at 10%)

Time horizon of share price target: 12-month

Stock rating, however, may vary from the stated framework due to factors including but not limited to: corporate governance,
market capitalization, historical price volatility relative to corresponding benchmark index, average daily turnover of the
stock relative to market capitalization of the stock, competitive advantages in corresponding industry, etc.

Disclaimers

This report is for our clients only and is for distribution only under such circumstances as may be permitted by applicable
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is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any
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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 ABCl 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.
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