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Research Team  
 

Rating  HOLD (as at 16 December 2021) 

Last Close SGD 1.30  

Fair Value SGD 1.41       
 

Refocusing on shipbuilding 

• Winning more orders with recovering shipbuilding 

industry 

• Spin-off of debt-investments arm 

• ESG rating has remained constant for past few years 

Investment thesis 

Yangzijiang Shipbuilding (YZJ) is one of China’s largest 

private shipbuilding companies and is renowned for its 

steady execution and good cost control. It has 

performed better than many other Chinese shipbuilders 

during the downturn and now stands to benefit in a 

recovering shipbuilding industry. The investment side of 

the business is a significant part of the company, and 

we value this segment at a discount to listed Chinese 

banks. ESG rating for the company has remained 

constant for the past five years. 

Investment summary 
• Spin-off of debt investments arm – Since our last 

HOLD-rated report “Going back to its roots” on 10 

August 2021, the share price of Yangzijiang 

Shipbuilding (YZJ) has slid by about 14% compared to 

the STI’s 2% fall over the same period (based on 14 

December 2021 closing). Prior to this, the stock had 

performed well, rising close to 60% from the start of 

the year till 10 August, supported by a recovery in the 

shipbuilding industry. The market has also been 

focused on the group’s plans relating to its debt 

investments arm. As mentioned in our earlier report, 

YZJ had been conducting a strategic review of its 

debt investment portfolio to focus solely on the 

expansion of its core shipbuilding business. The group 

subsequently announced that its proposed debt 

investments spin-off will be conducted via the transfer 

of existing investments to a newly incorporated 

company (spin-off co) proposed to the listed on the 

SGX mainboard. Following the completion of the spin-

off and listing, it is envisioned that YZJ shareholders 

would receive shares of the spin-off co proportionally 

in the form of dividend in specie. Overall, this move 

would alleviate some investors’ concerns on the 

   

 

Security information

Ticker YAZG.SI

Market Cap (SGD b) 5.1

Daily turnov er (SGD m) 26.2

Free Float 64%

Shares Outstanding (m) 3,849

Top Shareholder Yangzi International Hldgs 21.5%

Price performance chart

Financial summary

RMB m FY20 FY21F FY22F

Rev enue 14,841 19,186 19,449

Gross profit 4,222 3,709 3,740

PATMI 2,516 2,719 2,766

EPS (RMB cents) 64.4 69.6 70.8

DPS (S cents) 4.5 4.5 4.5

Key ratios

 FY20 FY21F FY22F

Gross profit margin (%) 28.4 19.3 19.2

Net profit margin (%) 17.0 14.2 14.2

Div idend yield (%) 4.2 4.2 4.2

Source: Refinitiv ,  Company, Internal estimates
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financing business, but would also mean a reduction 

in recurring income in the meantime. 

• Outstanding order book at USD8.86b – The group has 

won shipbuilding orders comprising 124 vessels worth 

USD7.4b as of 1 November 2021; many were 

containerships. This is the group’s largest order haul in 

its history, and brought its order book to USD8.86b 

compared to USD3.1b as at and 2020. Recall that in 

2020, the group secured new orders of 54 vessels 

worth a total of USD1.8b, which was about double 

that of 2019. As mentioned in one of our earlier 

reports, “Higher Tides” on 4 March 2021, order win 

momentum has been encouraging as demand and 

orders placed for containerships surged on the back 

of a global container shortage and multi-year high 

spot container freight rates. However, much of this is 

likely in the price and as YZJ shareholders are now 

expected to receive shares of the spin-off co 

proportionally in the form of dividend in specie rather 

than cash, there could be some disappointment on 

the part of some investors. We await for further details 

on this front as the entire process is likely to take some 

time to complete. We update our estimates and our 

fair value slips from SGD1.64 to SGD1.41, which also 

takes into account a valuation discount in 

consideration of the group’s ESG rating. 

ESG updates 
• The group’s ESG rating has remained constant over 

the past five years, which is just one notch higher than 

the lowest rating. The group scores relatively lower for 

the segments of Labour Management and 

Opportunities in Clean Technology. 27% of the 

group’s operations are in markets with relatively high 

frequency of labour related work stoppages or strikes, 

while disclosed compensation practices of YZJ fall 

short of best practice.  

 

Potential catalysts 
• Potential privatisation offers 

• Faster-than-expected upturn in the shipbuilding 

market 

• Accretive acquisitions in the region at reasonable 

valuation multiples 

Investment risks 
• Macroeconomic deterioration  

• Downturn in the shipbuilding market 

• Order cancellations and deferments 

• Asset impairments relating to investment segment 
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Valuation analysis 

 
 

 

 
 

 

  

FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F

YANGZIJIANG SHIPBUILDING HOLDINGS LTD (YAZG.SI) 8.0 6.5 0.7 0.6 1.9 1.5 3.8 4.4 8.8 10.1

KEPPEL CORPORATION LTD (KPLM.SI) 13.2 11.5 0.8 0.8 17.2 14.4 3.9 4.0 6.5 7.3

SEMBCORP MARINE LTD (SCMN.SI) N.A N.A 0.6 0.6 N.A 43.3 0.0 0.0 (13.8) (4.5)

Source: Refinitiv

Price/Earnings Price/Book EV/EBITDA Dividend Yield (%) ROE (%)

Price/Earnings chart Price/Book chart

Source: Refinitiv Source: Refinitiv
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Company overview (as of 31 December 2020) 

Company description 

Established in 1956, Yangzijiang Shipbuilding is one of the largest non-SOE shipbuilding companies in China. 

The group has been listed on the SGX Mainboard since April 2007, and is currently one of the Straits Times 

Index (STI) constituent stocks. With four shipyards in Jiangsu Province, China along the Yangtze River, the 

group produces a broad range of commercial vessels including large containerships, bulk carriers and LNG 

carriers, serving orders from a well-established customer network covering Northern America, Europe and 

other parts of the world. 

The group’s history can be traced back to 1956: it was originally a ship-repair and shipbuilding company, and 

after a factory relocation in 1975, share reform in 1999, the company listed on the Singapore stock market in 

2007. 

Besides engaging in shipbuilding, the group also operates a shipping fleet and invests in financial assets such 

as held-to-maturity assets and other private investments. 

 

 

 

 

FY20 Revenue breakdown FY20 Revenue breakdown

Source: Company, Internal estimates Source: Company, Internal estimates
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Company financials    

 

Income Statement
In Millions of CNY except Per Share FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Revenue 15,089.4 19,205.6 23,238.3 23,597.2 14,841.3

  - Cost of Rev enue 11,452.8 15,893.6 19,359.3 19,268.6 10,619.1

Gross Profit 3,636.6 3,312.0 3,879.0 4,328.6 4,222.1

  + Other Operating Income -- -- -- -- --

  - Operating Expenses 600.9 -248.5 -905.6 72.1 1,068.1

Operating Income or Losses 3,035.7 3,560.5 4,784.6 4,256.5 3,154.0

  - Interest Expense 263.0 173.4 122.6 183.3 --

  - Foreign Exchange Losses (Gains) -- -- -- -- --

  - Net Non-Operating Losses (Gains) -- -100.2 97.0 -113.3 -136.0

Pretax Income 2,772.8 3,487.4 4,565.0 4,186.5 3,290.0

  - Income Tax Expense (Benefit) 926.8 395.4 941.2 890.2 672.0

Income Before XO Items 1,846.0 3,091.9 3,623.8 3,296.3 2,618.1

  - Extraordinary Loss Net of Tax -- -- -- -- --

  - Minority/Non Controlling Interests (Credits) 93.5 160.4 9.8 191.2 101.6

Net Income/Net Profit (Losses) 1,752.4 2,931.5 3,614.0 3,105.1 2,516.4

Net Inc Avail to Common Shareholders 1,752.4 2,931.5 3,614.0 3,105.1 2,516.4

  Abnormal Losses (Gains) -- -- -- -- --

  Tax Effect on Abnormal Items -- -- -- -- --

Normalized Income 2,608.8 3,345.6 4,008.7 3,545.3 3,647.9

Basic Earnings per Share 0.5 0.8 0.9 0.8 0.6

  Basic Weighted Av g Shares 3,831.8 3,878.0 3,956.8 3,936.5 3,908.0

Diluted EPS Before Abnormal Items 0.5 0.8 0.9 0.8 0.6

Diluted EPS Before XO Items 0.5 0.8 0.9 0.8 0.6

Diluted EPS 0.5 0.8 0.9 0.8 0.6

  Diluted Weighted Av g Shares 3,831.8 3,878.0 3,956.8 3,936.5 3,908.0

Profitability Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Returns

Return on Common Equity 7.88 12.07 13.20 10.35 7.93

Return on Assets 4.48 7.31 8.21 7.27 5.78

Return on Capital 8.51 8.40 8.04 7.40 7.01

Return on Inv ested Capital 17.25 26.74 24.19 24.17 24.35

Margins

Operating Margin 18.38 18.54 20.59 18.04 21.25

Incremental Operating Margin 0.92 1.01 1.11 0.88 1.18

Pretax Margin 18.38 18.16 19.64 17.74 22.17

Income before XO Margin 11.61 15.26 15.55 13.16 16.96

Net Income Margin 11.61 15.26 15.55 13.16 16.96

Net Income to Common Margin 11.61 15.26 15.55 13.16 16.96

Additional

Effectiv e Tax Rate 33.43 11.34 20.62 21.26 20.42

Dv d Payout Ratio 41.94 28.96 27.62 29.54 34.52

Sustainable Growth Rate 7.84 12.03 13.16 10.32 7.91

Credit Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Total Debt/EBIT 1.91 1.23 0.92 1.18 0.95

Net Debt/EBIT -1.48 -2.64 -3.28 -3.88 -3.97

EBIT to Interest Expense 15.28 23.16 36.18 23.21 -

Long-Term Debt/Total Assets 11.26 5.44 6.45 4.92 4.73

Net Debt/Equity -0.24 -0.39 -0.48 -0.50 -0.51

Source: Refinitiv
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ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect his 
or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and 
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or sale 
of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have taken 
all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of 
publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first independently 
verifying its contents. Any opinion or estimate contained in this report is subject to change without notice. We have not 
given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the 
suitability of the securities mentioned herein, taking into consideration your investment objectives, financial situation or 
particular needs, before making a commitment to invest in the securities. In the event that you choose not to seek advice 
from a financial adviser, you should consider whether investment in securities and the securities mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OIR, 
OCBC Securities Private Limited (“OSPL”) and their respective connected and associated corporations together with their 
respective directors and officers may have or take positions in the securities mentioned in this report and may also perform 
or seek to perform broking and other investment or securities related services for the corporations whose securities are 
mentioned in this report as well as other parties generally. There may be conflicts of interest between OCBC Bank, BOS, 
OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OIR 
and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL rating 
indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total expected returns 
including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates total expected returns 
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and Business 
Trusts, total expected returns including dividends apply. 
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