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Postcards from Shanghai & 
Beijing 

 Key findings from Shanghai and Beijing trip 

Following our latest trip to China, our key findings are: 1) the recently 
launched Samsung Galaxy (TD version) is getting a warm reception 
from China Mobile’s high-ARPU subscribers; 2) China Mobile’s 
current offering of RMB1,000 smartphones is not as comprehensive 
as that of China Unicom; 3) China Mobile’s WLAN network coverage 
is more comprehensive when compared to other operators.  

 RMB1,000-priced smartphones needed for TD platform 

Among the China Mobile retail shops we visited, the lowest priced 
smartphone is around RMB1,500 from Samsung, Motorola. Currently, 
China Telecom has 2 models of smartphones (from Huawei and ZTE) 
that are priced near RMB1,000, while Unicom has 14 models of 
smartphones that are priced at RMB1,000.  

 WLAN should be used as a supplementary solution 

We note the signal presence of China Mobile’s WLAN in places such 
as coffee shops in Shanghai and fast food restaurants in Beijing. As 
WLAN may not cover broad areas, on a long term basis, we believe 
China Mobile needs TD-LTE as an optimal solution to resolve the 
network coverage issue of TD-SCDMA.  

 Valuation 

We reaffirm our BUY call on China Mobile, with a 12-month DCF-
based price target of HK$95 (unchanged). The stock is currently 
trading at 10.8x FY11F P/E, on our numbers. 

Key financials & valuations
31 Dec (RMBmn) FY09 FY10F FY11F FY12F

Revenue 452,103 492,643 524,274 553,283

Reported net profit 115,166 118,028 126,161 133,994

Normalised net profit 115,166 118,028 126,161 133,994

Normalised EPS (RMB) 5.74 5.88 6.29 6.68

Norm. EPS growth (%)         2.0         2.5         6.9        6.2 

Norm. P/E (x) 12.0 11.6 10.8 10.2

EV/EBITDA (x) 5.0 4.4 4.0 3.6

Price/book (x) 2.7 2.4 2.1 1.9

Dividend yield (%) 3.6 3.7 4.2 4.5

ROE (%)       24.3       21.8       20.6      19.4 

Net debt/equity (%) net cash net cash net cash net cash

Earnings revisions

Previous norm. net profit 118,028 126,161 133,994

Change from previous (%)            -             -            - 

Previous norm. EPS (RMB) 5.88 6.29 6.68

Source: Company, Nomura estimates

Share price relative to MSCI China
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Source: Company, Nomura estimates

52-week range (HK$)

3-mth avg daily turnover (US$mn)

Stock borrowability

Major shareholders (%)

China Mobile Communications Corp 74.3

Absolute (HK$)

Absolute (US$)

Relative to Index

Estimated free float (%)

Market cap (US$mn) 200,088
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Closing price on 30 Nov HK$77.5

Price target HK$95.0
(set on 13 Oct 10)

Upside/downside 22.7%
Difference from consensus 5.8%

FY11F net profit (RMBmn) 126,161
Difference from consensus 2.7%

Source: Nomura

Nomura vs consensus 
Our FY11F forecast is higher than 
consensus with inclusion of SPDB’s 
earnings.  

Maintained 

BUY 

N O M U R A  I N T E R N A T I O N A L  ( H K )  L I M I T E D  
 

 Action  
 Per our latest trip to China Mobile retail shops in Shanghai and Beijing, we believe 

the company has work left to do in terms of improving the variety of RMB1,000-
priced smartphones. For high-end users, the recent launch of Samsung Galaxy (TD 
version) should partially suffice. We maintain our view that the company could 
surprise the street’s estimates for FY11. Our near-term pecking order remains 
Unicom (BUY) > China Mobile (BUY) > China Telecom (NEUTRAL).  

 Catalysts 
 Potential catalysts: 1) higher monthly net adds, 2) sharper MOU recovery, 3) stable 

EBITDA margin and 4) higher take-up rate of 3G services.  

 Anchor themes 

 

 

With 3G rollout moving towards completion in 2010 and availability of 3G handsets 
expected to improve in China, we expect Chinese telecom operators to launch 
different campaigns to migrate their 2G subscribers onto a 3G platform gradually.  

CONVICTION CALL         CONVICTION CALL         CONVICTION CALL         CONVICTION CALL 
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Drilling down 

Postcards from Shanghai and Beijing 
We recently visited China Mobile retail shops in Shanghai and Beijing, respectively. 
Based on our shop visits, we note the following: 

 Launch of Samsung Galaxy (TD version) has attracted decent interest from 
China Mobile’s high-ARPU subscribers. In China, the WCDMA version of the 
Samsung Galaxy was launched around June of this year. Then in September, the 
EV-DO version of the Samsung Galaxy was made available for China Telecom’s 
mobile subscribers. In our latest trip, we note China Mobile has recently launched 
the TD-SCDMA version of the Samsung Galaxy. We note no major difference in 
terms of ASP of Samsung Galaxy (~RMB5,800) on different technology platforms 
(WCDMA, CDMA, TD-SCDMA). All three operators offer roughly the same 
magnitude of handset subsidy without major differences. Per our discussion with 
shop staff inside China Mobile retail shops, they indicated the Samsung Galaxy is 
quite a popular smartphone among China Mobile’s high-ARPU subscribers. Given 
that the TD-SCDMA version of the Apple iPhone is currently not available and HTC 
smartphones for TD-SCDMA are not yet immediately available, we expect the 
Samsung Galaxy to be one of the very few high-end TD smartphones addressing 
the needs of China Mobile’s high-ARPU subscribers.  

 

Exhibit 1. Samsung Galaxy (TD-SCDMA version) 

 
Source: Sina  

 Exhibit 2. Sony Ericsson A8i (TD-SCDMA version) 

 
Source: Sina  

 

Exhibit 3. List of most popular 3G handsets sold via Beijing Mobile 

  ASP

Ranking Brand Model Smartphone (RMB)

1 Samsung I9008 Y 5,988

2 Sony Ericsson A8i Y 2,770

3 Dopod A8188 Y 5,480

4 Samsung S5680 Y 2,498

5 Samsung S3930C N 2,788

Source: Company data 

 

 Similar to China Telecom, China Mobile has lots of work to do in terms of 
improving variety of RMB1,000-priced smartphones (aka low-end 
smartphones). Among the China Mobile retail shops we visited, the lowest priced 
smartphone is around RMB1,500 from Samsung, Motorola. Currently, China 
Telecom has 2 models of smartphones (from Huawei and ZTE respectively) that 
are priced near RMB1,000, while China Unicom has 14 models of smartphones 
that are priced at RMB1,000. For the latter one, please refer to the following exhibit 
for brief specifications of those relevant smartphones.  

Upon the launch of Samsung 
Galaxy (TD-SCDMA version), we 
note good response from China 
Mobile’s high-ARPU subscribers 
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As we expect the mass market in China will be warming up to this notion of using 
smartphones some time within 2011, we believe it is important for a mobile 
operator to ensure abundant supply and variety of RMB1,000-priced smartphones. 
In our view, whichever mainland mobile operator that can launch a more 
comprehensive collection of RMB1,000-priced smartphones should be able to 
capture a bulk of the mass segment of 2G subscribers switching into the 3G 
platform.  

 

Exhibit 4. Specifications of RMB1,000-priced smartphones currently 
available on WCDMA platform via China Unicom 

  Operating Touch QWERTY Display

Brand Model system screen keyboard size (inch)

Nokia 5235 Symbian Y N 3.2

Samsung B6520 Windows Mobile 6.5 Y Y 2.4

Samsung i5508 Android 2.1 Y N 2.8

Samsung s5750e Bada Y N 3.2

Motorola XT300 Android 2.1 Y Y 3

Sony Ericsson M1i Windows Mobile 6.5 Y Y 2.4

ZTE X876 Android 2.1 Y N 3.2

ZTE X850 Android 2.1 Y N 2.8

Huawei U8110 Android 2.1 Y N 2.8

Huawei U8100 Android 2.1 Y N 2.8

Huawei U8500 Android 2.1 Y N 3.2

Coolpad W711 Android 2.1 Y N 3.5

K-Touch W366 Windows Mobile 6.5 Y N 3.2

K-Touch W606 Android 2.1 Y N 3.5

Source: Company data 

 

 China Mobile is actively using WLAN to supplement TD-SCDMA on network 
coverage. When we were in Shanghai, we note the signal presence of China 
Mobile’s WLAN network in Starbucks. When we were in Beijing, we note the signal 
presence of China Mobile’s WLAN network in Burger King. From these instances, 
we believe China Mobile is actively using WLAN as a technology to supplement 
TD-SCDMA technology on network coverage. We note the coverage area of each 
WLAN hotspot is not as broad as the coverage area of a mobile base station. On a 
long term basis, we believe China Mobile needs TD-LTE (4G technology) as an 
optimal solution to resolve the network coverage issue of TD-SCDMA (homegrown 
3G technology).  

 

Exhibit 5. Availability of Wi-Fi hotspots in China 

Telecom operator no. of hotspots (k) no. of access points (k)

China Mobile na 300

China Telecom 100 200

China Unicom na 70

Source: Company data, Nomura estimates 

Current view on the stock 

With 1) the inclusion of SPDB’s earnings and 2) a passionate and energetic CEO 
taking the driver’s seat, we expect consensus estimates to rise in order to reflect 
improving fundamentals. With the removal of the overhang from Vodafone’s strategic 
stake and no negative news flow likely for the next six months, we believe the stage is 
set for a re-rating of China Mobile on its potential upcoming mainland listing and more 
favourable earnings payout. Reiterate BUY.  

Our order of preference remains China Unicom (BUY) > China Mobile (BUY) > 
China Telecom (NEUTRAL).  
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After Shanghai World Expo, latest buzz on TD-LTE in China 
Back in July when we toured China Mobile’s TD-LTE trial network in Shanghai World 
Expo, we were told that the next phase of the TD-LTE trial will cover three more cities 
in 2H10. In each city, over 100 TD-LTE base stations will be deployed and around 
5,000 terminals (most likely to be data cards) will be distributed to end-users. However, 
in late October, according to news flow from mainland China, China Mobile’s parentco 
will start TD-LTE trial network in six cities and deploy a total of roughly 3,000 base 
stations in those cities. From the expanded scale and accelerated pace of the TD-LTE 
trial network rollout, we believe China Mobile’s parentco is getting more comfortable 
and confident with the technology (TD-LTE) itself.  

 

Exhibit 6. Comparison of TD-LTE’s trial network expansion 

 Scale of TD-LTE trial network Scale of TD-LTE trial network

 mentioned in Jul-2010 mentioned in Oct-2010

# of cities 3 6

City details na Beijing, Shanghai, Guangzhou,

 Shenzhen, Nanjing, Xiamen

Base station per city ~100 ~500

Trial terminals Data cards Data cards

Source: Company data, c114.net, Nomura estimates 

 

Based on past experience of the TD-SCDMA (3G) trial network, it often takes 12-18 
months between the trial network rollout and the commercial network launch. 
Therefore, we believe the earliest China Mobile group may launch some form of 
commercialized 4G service would be in late 2011 or early 2012. We expect the early 
form of commercialized service will be offered via the platform of data cards instead of 
mobile handsets. This belief is reinforced by the showcase of various TD-LTE data 
cards by telecom equipment vendors during our visit to Shanghai World Expo.  

 

Exhibit 7. Roadmap for technology evolution 

 

Source: Company data 

Implications for capex 

So far, China Mobile group has not made very concrete comments with regards to 
absolute figures of capex that the group is going to spend on the technology. In the 
past, Chairman Wang Jianzhou has emphasized quite a couple of times that the 
incremental capex associated with the 4G rollout should be less than the incremental 
capex associated with the 3G rollout. Given that most of the telecom equipment 
procured by the group for its TD-SCDMA rollout is forward compatible with TD-
LTE, we believe it is quite likely the incremental capex associated with the 4G 
rollout should be less than the incremental capex associated with the 3G rollout.  
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Implications on the China Mobile listco 

Overall, we believe an accelerated rollout of 4G technology by China Mobile’s 
parentco should be positive for sentiment toward China Mobile listco shares, as the 
market is concerned that China Mobile may be lagging competitors in 3G 
developments (eg, handset availability, subscriber take-up rate, etc). In addition, 
given that the TD-SCDMA (3G) network is currently owned by China Mobile’s 
parentco, we believe it is reasonable to assume the relevant capex for the 4G 
rollout will be borne by China Mobile’s parentco. Therefore, no significant cash 
outflow associated with 4G rollout is expected for China Mobile listco. On the 
other hand, we believe the listco should benefit from accelerated growth of 
mobile data services revenue with the launch of faster data services via TD-LTE.  

Valuation methodology 
Our price target of HK$95 is based on DCF. We assume a WACC of 11.7% and a 
long-term growth-to-perpetuity rate of 1.5%.  

Catalysts 
On a short-term basis (three months), we believe catalysts for China Mobile include: 

 Monthly net adds, which partially affect revenue growth; 

 4Q10 results, which would serve as China Mobile’s report card versus its 
competitors during the three-month period; 

 China’s GDP growth; 

 The market’s acceptance of TD-SCDMA (homegrown 3G technology); 

 Subscribers’ use of various new services (eg, Mobile Market, e Reading, Mobile 
Wallet).  

On a longer-term basis (12 months), we believe that catalysts for China Mobile include: 

 China’s overall economic conditions, as MOU tends to grow with the economy; 

 Progress on mainland listing, as China Mobile has indicated its intention to be listed 
on the mainland; 

 Dividend policy, as investors would like to receive more cash from the company; 

 Progress on TD-SCDMA rollout (ie, foreign brand handset availability and smooth 
network coverage); 

 FY11 results, which reflect the company’s effectiveness in increasing earnings; 

 A regulatory roadmap drawn out by the Ministry of Industry and Information 
Technology (China’s telecom regulator). 

Risks to our price target 
The risks to our investment view include: 1) irrational tariff competition — if China 
Telecom or China Unicom were to lower mobile tariffs in an attempt to gain market 
share, we believe China Mobile might respond by launching similar tariff plans; 2) the 
regulatory environment — any significant change in the regulatory environment could 
have important implications for mainland telecom operators; and 3) new technologies 
may disrupt the industry landscape — the introduction of new technologies could 
complement or cannibalise existing technologies (ie, GSM, GPRS and EDGE). Given 
that telecom operators have invested heavily in their existing networks, the potential 
obsolescence of networks could lead to asset write-offs, in our view.  

 

 

 

For further details on 4G technology, 
please refer to our recent Anchor 
Report (Spectrum availability, mid-air 
scare? published on 21 October 2010) 

 
 
 

http://www.nomura.com/research/GetPub.aspx?spid=7027
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Exhibit 8. Recent publications on China telecom services sector 

Date Title of publication 

17 Nov, 2010 China Mobile: Reporting live from MAC 2010 

29 Oct, 2010 China Mobile: Scale of TD-LTE trial may exceed initial expectations 

20 Oct, 2010 China Mobile: Review of 3Q10 results 

13 Oct, 2010 China Mobile: Man vs machine 

29 Sep, 2010 China Mobile: Happiness (LePhone) coming to TD-SCDMA; 3Q10 preview 

8 Sep, 2010 China Mobile: Quick thoughts on placement 

23 Aug, 2010 China Mobile: Friday morning with management 

19 Aug, 2010 China Mobile: Elephant moving forward; one more new TD handset from Nokia 

23 Jul, 2010 China Mobile: 1H10 preview, Nokia's new stylish TD-SCDMA handset 

13 Jul, 2010 China Mobile: Reporting live from World Expo 

  

25 Nov, 2010 China Telecom: Postcards from Shanghai & Beijing 

28 Oct, 2010 China Telecom: 3Q10 review – “CDMA express train” lost some steam 

15 Oct, 2010 China Telecom: Preview of 3Q10 results 

13 Oct, 2010 China Telecom: Catching breath before another dash 

13 Sep, 2010 China Telecom: Back to school 

27 Aug, 2010 China Telecom: Thursday morning with management 

25 Aug, 2010 China Telecom: Better-than-expected results; investing for the future 

28 Jul, 2010 China Telecom: Latest snippets from Shenzhen trip, 1H10 preview 

19 Jul, 2010 China Telecom: Shop visits along with Expo tour 

2 Jul, 2010 China Telecom: 12 cities named for network convergence trial 

  

26 Nov, 2010 China Unicom: All they want for X'mas is … iPhone 4 or iPad 

15 Nov, 2010 China Unicom: Benefits from iPhone 4, iPad and smartphone not fully reflected 

29 Oct, 2010 China Unicom: Driving a Ferrari (iPhone 4) through highway or local? 

13 Oct, 2010 China Unicom: Revenge of the fallen 

27 Aug, 2010 China Unicom: 1H10 review: Spring has not arrived yet 

  

29 Nov, 2010 Telecoms | China: Monthly industry data 

5 Nov, 2010 Telecoms | China: MNP commercial launch may start soon 

22 Oct, 2010 Telecoms | China: Monthly industry data 

20 Oct, 2010 Telecoms | China: Spectrum availability, mid-air scare? 

13 Oct, 2010 Comba: Takeaway from field trip and communication expo 

29 Sep, 2010 Telecom Equipment | China: Rising with convergence 

31 Aug, 2010 China ComService: Situated in sweet spot to benefit from network convergence 

26 Aug, 2010 ZTE: Entering the era of network convergence 

20 Aug, 2010 ZTE: Negative surprise in handset margin 

4 Aug, 2010 Telecoms | China: Network convergence: equipment vendors to benefit first 

Source: Nomura research 
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Subscriber growth and 
value-added business 
boosting revenue growth 

Financial statements 
 

Income statement (RMBmn)

Year-end 31 Dec FY08 FY09 FY10F FY11F FY12F

Revenue 412,343 452,103 492,643 524,274 553,283

Cost of goods sold  -  -  -  -  - 
Gross profit 412,343 452,103 492,643 524,274 553,283

SG&A (269,728) (305,095) (342,345) (369,731) (390,977)
Employee share expense  -  -  -  -  - 
Operating profit 142,615 147,008 150,298 154,543 162,306

EBITDA 214,124 227,187 237,259 244,566 250,364
Depreciation (71,509) (80,179) (86,962) (90,023) (88,058)
Amortisation  -  -  -  -  - 
EBIT 142,615 147,008 150,298 154,543 162,306
Net interest expense 4,452 4,697 4,890 5,779 7,682

Associates & JCEs  -  -  - 4,252 4,803
Other income 2,676 2,131 2,316 2,357 2,399
Earnings before tax 149,743 153,836 157,504 166,931 177,191

Income tax (36,789) (38,413) (39,376) (40,670) (43,097)

Net profit after tax 112,954 115,423 118,128 126,261 134,094
Minority interests (161) (257) (100) (100) (100)
Other items  -  -  -  -  - 
Preferred dividends  -  -  -  -  - 
Normalised NPAT 112,793 115,166 118,028 126,161 133,994
Extraordinary items  -  -  -  -  - 
Reported NPAT 112,793 115,166 118,028 126,161 133,994

Dividends (48,364) (49,544) (50,752) (56,772) (61,637)

Transfer to reserves 64,429 65,622 67,276 69,388 72,357

Valuation and ratio analysis

FD normalised P/E (x) 12.3           12.0           11.6           10.8           10.2           
FD normalised P/E at price target (x) 15.1           14.7           14.2           13.3           12.5           
Reported P/E (x) 12.1           11.9           11.6           10.8           10.2           
Dividend yield (%) 3.5             3.6             3.7             4.2             4.5             
Price/cashflow (x) 6.9             6.1             6.4             6.3             6.1             
Price/book (x) 3.1             2.7             2.4             2.1             1.9             
EV/EBITDA (x) 5.5             5.0             4.4             4.0             3.6             
EV/EBIT (x) 8.3             7.7             7.0             6.3             5.5             

Gross margin (%) 100.0         100.0         100.0         100.0         100.0         
EBITDA margin (%) 51.9           50.3           48.2           46.6           45.3           
EBIT margin (%) 34.6           32.5           30.5           29.5           29.3           
Net margin (%) 27.4           25.5           24.0           24.1           24.2           
Effective tax rate (%) 24.6           25.0           25.0           24.4           24.3           
Dividend payout (%) 42.9           43.0           43.0           45.0           46.0           
Capex to sales (%) 33.1           28.6           25.0           18.7           14.5           
Capex to depreciation (x) 1.9             1.6            1.4           1.1           0.9           

ROE (%) 27.6           24.3           21.8           20.6           19.4           
ROA (pretax %) 35.0           31.7           28.6           27.9           29.1           

Growth (%)
Revenue 15.5           9.6             9.0             6.4             5.5             

EBITDA 11.9           6.1             4.4             3.1             2.4             

EBIT 14.9           3.1             2.2             2.8             5.0             

Normalised EPS 29.3           2.0             2.5             6.9             6.2             
Normalised FDEPS 29.4           2.3             3.8             6.9             6.2             

Per share

Reported EPS (RMB) 5.63 5.74 5.88 6.29 6.68
Norm EPS (RMB) 5.63 5.74 5.88 6.29 6.68
Fully diluted norm EPS (RMB) 5.54 5.67 5.88 6.29 6.68

Book value per share (RMB) 22.05 25.26 28.68 32.44 36.29
DPS (RMB) 2.41 2.47 2.53 2.83 3.07
Source: Nomura estimates
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Lots of cash sitting on the 
balance sheet 

 
 

Cashflow (RMBmn)

Year-end 31 Dec FY08 FY09 FY10F FY11F FY12F

EBITDA 214,124 227,187 237,259 244,566 250,364

Change in working capital 22,800 28,295 8,651 7,292 7,928
Other operating cashflow (37,785) (32,092) (33,523) (33,597) (32,987)
Cashflow from operations 199,139 223,390 212,387 218,261 225,305

Capital expenditure (136,300) (129,400) (123,000) (98,000) (80,400)

Free cashflow 62,839 93,990 89,387 120,261 144,905
Reduction in investments (7) 1 (39,453) (4,252) (4,803)
Net acquisitions  -  -  -  -  - 
Reduction in other LT assets (1,439) (2,055)  -  -  - 
Addition in other LT liabilities (55) (286)  -  -  - 
Adjustments  -  -  -  -  - 
Cashflow after investing acts 61,338 91,650 49,934 116,010 140,101

Cash dividends (44,560) (48,364) (49,544) (50,752) (56,772)
Equity issue 465  -  -  -  - 
Debt issue (29) (2)  - (5,000)  - 
Convertible debt issue  -  -  -  -  - 
Others 12,501 2,964 1,253 5,215 4,675
Cashflow from financial acts (31,623) (45,402) (48,291) (50,537) (52,097)
Net cashflow 29,715 46,248 1,643 65,472 88,004
Beginning cash 188,544 218,259 264,507 266,150 331,622
Ending cash 218,259 264,507 266,150 331,622 419,626
Ending net debt (184,638) (230,888) (232,531) (303,003) (391,007)
Source: Nomura estimates

Balance sheet (RMBmn)

As at 31 Dec FY08 FY09 FY10F FY11F FY12F

Cash & equivalents 218,259 264,507 266,150 331,622 419,626
Marketable securities  -  -  -  -  - 

Accounts receivable 6,913 6,405 6,979 7,427 7,838
Inventories 3,494 3,847 4,192 4,461 4,708
Other current assets 11,504 12,596 12,596 12,596 12,596
Total current assets 240,170 287,355 289,917 356,107 444,769
LT investments 7 6 39,459 43,711 48,514
Fixed assets 363,265 406,169 442,207 450,184 442,527
Goodwill 37,192 37,621 37,621 37,621 37,621
Other intangible assets 10,102 11,201 11,201 11,201 11,201
Other LT assets 6,961 9,016 9,016 9,016 9,016

Total assets 657,697 751,368 829,422 907,840 993,647

Short-term debt 68 68 68 68 68
Accounts payable 79,606 95,985 104,592 111,307 117,466
Other current liabilities 100,899 113,752 114,715 116,009 118,436
Total current liabilities 180,573 209,805 219,375 227,384 235,970

Long-term debt 33,553 33,551 33,551 28,551 28,551
Convertible debt  -  -  -  -  - 
Other LT liabilities 664 378 378 378 378

Total liabilities 214,790 243,734 253,304 256,313 264,899
Minority interest 629 886 886 886 886
Preferred stock  -  -  -  -  - 
Common stock 381,378 381,379 381,379 381,379 381,379

Retained earnings 301,843 366,312 434,796 510,205 587,426
Proposed dividends  -  -  -  -  - 

Other equity and reserves (240,943) (240,943) (240,943) (240,943) (240,943)
Total shareholders' equity 442,278 506,748 575,232 650,641 727,862

Total equity & liabilities 657,697 751,368 829,422 907,840 993,647

Liquidity (x)

Current ratio 1.33           1.37           1.32           1.57           1.88           
Interest cover na na na na na

Leverage

Net debt/EBITDA (x) net cash net cash net cash net cash net cash

Net debt/equity (%) net cash net cash net cash net cash net cash

Activity (days)
Days receivable 6.2             5.4             5.0             5.0             5.0             
Days inventory na na na na na

Days payable na na na na na
Cash cycle na na na na na
Source: Nomura estimates
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Nomura International plc or any other Nomura Group company.  
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37% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified 
as a Hold rating; 54% of companies with this rating are investment banking clients of the Nomura 
Group*.  
13% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified 
as a Sell rating; 16% of companies with this rating are investment banking clients of the Nomura 
Group*. 
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*The Nomura Group as defined in the Disclaimer section at the end of this report. 
 
Explanation of Nomura's equity research rating system in Europe, Middle East and 
Africa, US and Latin America for ratings published from 27 October 2008 
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the fair value will equal the analyst's assessment of the current intrinsic fair value of the stock using an 
appropriate valuation methodology such as discounted cash flow or multiple analysis, etc. 
 
STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the 
next 12 months. 
A rating of 'Neutral', indicates that the analyst expects the stock to perform in line with the Benchmark 
over the next 12 months. 
A rating of 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark over 
the next 12 months. 
A rating of 'RS-Rating Suspended', indicates that the rating and target price have been suspended 
temporarily to comply with applicable regulations and/or firm policies in certain circumstances including 
when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the 
company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for 
explanations of relevant benchmarks for stocks (accessible through the left hand side of the Nomura 
Disclosure web page: http://www.nomura.com/research);Global Emerging Markets (ex-Asia): MSCI 
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during 
the next 12 months. 
A 'Neutral' stance, indicates that the analyst expects the sector to perform in line with the Benchmark 
during the next 12 months. 
A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global 
Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under 
coverage ex Japan published from 30 October 2008 and in Japan from 6 January 
2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Price 
Target - Current Price) / Current Price, subject to limited management discretion. In most cases, the 
Price Target will equal the analyst's 12-month intrinsic valuation of the stock, based on an appropriate 
valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. 
A 'Neutral' recommendation indicates that potential upside is less than 15% or downside is less than 
5%. 
A 'Reduce' recommendation indicates that potential downside is 5% or more. 
A rating of 'RS' or 'Rating Suspended' indicates that the rating and target price have been suspended 
temporarily to comply with applicable regulations and/or firm policies in certain circumstances including 
when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the subject 
company. 
Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular 
research coverage of the Nomura entity identified in the top banner. Investors should not expect 
continuing or additional information from Nomura relating to such securities and/or companies. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a positive absolute recommendation. 
A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a neutral absolute recommendation. 
A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a negative absolute recommendation. 
 
Explanation of Nomura's equity research rating system in Japan published prior to 6 
January 2009 (and ratings in Europe, Middle East and Africa, US and Latin America 
published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the 
Benchmark by 15% or more over the next six months. 
A rating of '2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% 
or more but less than 15% over the next six months. 
A rating of '3' or 'Neutral', indicates that the analyst expects the stock to either outperform or 
underperform the Benchmark by less than 5% over the next six months. 
A rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark 
by 5% or more but less than 15% over the next six months. 
A rating of '5' or 'Sell', indicates that the analyst expects the stock to underperform the Benchmark by 
15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. 
Nomura might not publish additional research reports concerning this company, and it undertakes no 
obligation to update the analysis, estimates, projections, conclusions or other information contained 
herein. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during 
the next six months. 
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A 'Neutral' stance, indicates that the analyst expects the sector to perform in line with the Benchmark 
during the next six months. 
A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology 
Hardware & Equipment; Europe, by sector - Hardware/Semiconductors: FTSE W Europe IT Hardware; 
Telecoms: FTSE W Europe Business Services; Business Services: FTSE W Europe; Auto & 
Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT 
Hardware; Ecology Focus: Bloomberg World Energy Alternate Sources; Global Emerging Markets: 
MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under 
coverage ex Japan published prior to 30 October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair 
Value - Current Price)/Current Price, subject to limited management discretion. In most cases, the Fair 
Value will equal the analyst's assessment of the current intrinsic fair value of the stock using an 
appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if 
the analyst doesn't think the market will revalue the stock over the specified time horizon due to a lack 
of events or catalysts, then the fair value may differ from the intrinsic fair value. In most cases, 
therefore, our recommendation is an assessment of the difference between current market price and 
our estimate of current intrinsic fair value. Recommendations are set with a 6-12 month horizon unless 
specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or 
downside based on the prevailing market price to differ from the upside or downside implied by the 
recommendation. 
A 'Strong buy' recommendation indicates that upside is more than 20%. 
A 'Buy' recommendation indicates that upside is between 10% and 20%. 
A 'Neutral' recommendation indicates that upside or downside is less than 10%. 
A 'Reduce' recommendation indicates that downside is between 10% and 20%. 
A 'Sell' recommendation indicates that downside is more than 20%. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a positive absolute recommendation. 
A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a neutral absolute recommendation. 
A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of 
the stocks under coverage is) a negative absolute recommendation. 
 
Price targets 
Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and 
by other risks related to the company or the market, and may not occur if the company's earnings differ 
from estimates.  
 
DISCLAIMERS  
This publication contains material that has been prepared by the Nomura entity identified on the banner 
at the top or the bottom of page 1 herein and, if applicable, with the contributions of one or more 
Nomura entities whose employees and their respective affiliations are specified on page 1 herein or 
elsewhere identified in the publication. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively, 
the 'Nomura Group'), include: Nomura Securities Co., Ltd. ('NSC') Tokyo, Japan; Nomura International 
plc, United Kingdom; Nomura Securities International, Inc. ('NSI'), New York, NY; Nomura International 
(Hong Kong) Ltd., Hong Kong; Nomura Financial Investment (Korea) Co., Ltd., Korea (Information on 
Nomura analysts registered with the Korea Financial Investment Association ('KOFIA') can be found on 
the KOFIA Intranet at http://dis.kofia.or.kr ); Nomura Singapore Ltd., Singapore (Registration number 
197201440E, regulated by the Monetary Authority of Singapore); Nomura Securities Singapore Pte 
Ltd., Singapore (Registration number 198702521E, regulated by the Monetary Authority of Singapore); 
Capital Nomura Securities Public Company Limited; Nomura Australia Ltd., Australia (ABN 48 003 032 
513), regulated by the Australian Securities and Investment Commission and holder of an Australian 
financial services licence number 246412; P.T. Nomura Indonesia, Indonesia; Nomura Securities 
Malaysia Sdn. Bhd., Malaysia; Nomura International (Hong Kong) Ltd., Taipei Branch, Taiwan; Nomura 
Financial Advisory and Securities (India) Private Limited, Mumbai, India (Registered Address: Ceejay 
House, Level 11, Plot F, Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; 
SEBI Registration No: BSE INB011299030, NSE INB231299034, INF231299034, INE 231299034). 
This material is: (i) for your private information, and we are not soliciting any action based upon it; (ii) 
not to be construed as an offer to sell or a solicitation of an offer to buy any security in any jurisdiction 
where such offer or solicitation would be illegal; and (iii) based upon information that we consider 
reliable. NOMURA GROUP DOES NOT WARRANT OR REPRESENT THAT THE PUBLICATION IS 
ACCURATE, COMPLETE, RELIABLE, FIT FOR ANY PARTICULAR PURPOSE OR 
MERCHANTABLE AND DOES NOT ACCEPT LIABILITY FOR ANY ACT (OR DECISION NOT TO 
ACT) RESULTING FROM USE OF THIS PUBLICATION AND RELATED DATA. TO THE MAXIMUM 
EXTENT PERMISSIBLE ALL WARRANTIES AND OTHER ASSURANCES BY NOMURA GROUP 
ARE HEREBY EXCLUDED AND NOMURA GROUP SHALL HAVE NO LIABILITY FOR THE USE, 
MISUSE, OR DISTRIBUTION OF THIS INFORMATION. 
Opinions expressed are current opinions as of the original publication date appearing on this material 
only and the information, including the opinions contained herein, are subject to change without notice. 
Nomura is under no duty to update this publication. If and as applicable, NSI's investment banking 
relationships, investment banking and non-investment banking compensation and securities ownership 
(identified in this report as 'Disclosures Required in the United States'), if any, are specified in 
disclaimers and related disclosures in this report. In addition, other members of the Nomura Group may 
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from time to time perform investment banking or other services (including acting as advisor, manager 
or lender) for, or solicit investment banking or other business from, companies mentioned herein. 
Further, the Nomura Group, and/or its officers, directors and employees, including persons, without 
limitation, involved in the preparation or issuance of this material may, to the extent permitted by 
applicable law and/or regulation, have long or short positions in, and buy or sell, the securities 
(including ownership by NSI, referenced above), or derivatives (including options) thereof, of 
companies mentioned herein, or related securities or derivatives. In addition, the Nomura Group, 
excluding NSI, may act as a market maker and principal, willing to buy and sell certain of the securities 
of companies mentioned herein. Further, the Nomura Group may buy and sell certain of the securities 
of companies mentioned herein, as agent for its clients. 
Investors should consider this report as only a single factor in making their investment decision and, as 
such, the report should not be viewed as identifying or suggesting all risks, direct or indirect, that may 
be associated with any investment decision. Please see the further disclaimers in the disclosure 
information on companies covered by Nomura analysts available at www.nomura.com/research under 
the 'Disclosure' tab. Nomura Group produces a number of different types of research product including, 
among others, fundamental analysis, quantitative analysis and short term trading ideas; 
recommendations contained in one type of research product may differ from recommendations 
contained in other types of research product, whether as a result of differing time horizons, 
methodologies or otherwise; it is possible that individual employees of Nomura may have different 
perspectives to this publication. 
NSC and other non-US members of the Nomura Group (i.e. excluding NSI), their officers, directors and 
employees may, to the extent it relates to non-US issuers and is permitted by applicable law, have 
acted upon or used this material prior to, or immediately following, its publication. 
Foreign-currency-denominated securities are subject to fluctuations in exchange rates that could have 
an adverse effect on the value or price of, or income derived from, the investment. In addition, 
investors in securities such as ADRs, the values of which are influenced by foreign currencies, 
effectively assume currency risk. 
The securities described herein may not have been registered under the US Securities Act of 1933, 
and, in such case, may not be offered or sold in the United States or to US persons unless they have 
been registered under such Act, or except in compliance with an exemption from the registration 
requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity 
in your home jurisdiction if you want to use our services in effecting a transaction in the securities 
mentioned in this material. 
This publication has been approved for distribution in the United Kingdom and European Union as 
investment research by Nomura International plc ('NIPlc'), which is authorized and regulated by the UK 
Financial Services Authority ('FSA') and is a member of the London Stock Exchange. It does not 
constitute a personal recommendation, as defined by the FSA, or take into account the particular 
investment objectives, financial situations, or needs of individual investors. It is intended only for 
investors who are 'eligible counterparties' or 'professional clients' as defined by the FSA, and may not, 
therefore, be redistributed to retail clients as defined by the FSA. This publication may be distributed in 
Germany via Nomura Bank (Deutschland) GmbH, which is authorized and regulated in Germany by the 
Federal Financial Supervisory Authority ('BaFin'). This publication has been approved by Nomura 
International (Hong Kong) Ltd. ('NIHK'), which is regulated by the Hong Kong Securities and Futures 
Commission, for distribution in Hong Kong by NIHK. This publication has been approved for distribution 
in Australia by Nomura Australia Ltd, which is authorized and regulated in Australia by the Australian 
Securities and Investment Commission ('ASIC'). This publication has also been approved for 
distribution in Malaysia by Nomura Securities Malaysia Sdn Bhd. In Singapore, this publication has 
been distributed by Nomura Singapore Limited ('NSL') and/or Nomura Securities Singapore Pte Ltd 
('NSS'). NSL and NSS accepts legal responsibility for the content of this publication, where it concerns 
securities, futures and foreign exchange, issued by their foreign affiliates in respect of recipients who 
are not accredited, expert or institutional investors as defined by the Securities and Futures Act 
(Chapter 289). Recipients of this publication should contact NSL or NSS (as the case may be) in 
respect of matters arising from, or in connection with, this publication. Unless prohibited by the 
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United 
States, by Nomura Securities International, Inc., a US-registered broker-dealer, which accepts 
responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities 
Exchange Act of 1934. 
This publication has not been approved for distribution in the Kingdom of Saudi Arabia or to clients 
other than 'professional clients' in the United Arab Emirates by Nomura Saudi Arabia, Nomura 
International plc or any other member of the Nomura Group, as the case may be. Neither this 
publication nor any copy thereof may be taken or transmitted or distributed, directly or indirectly, by any 
person other than those authorised to do so into the Kingdom of Saudi Arabia or in the United Arab 
Emirates or to any person located in the Kingdom of Saudi Arabia or to clients other than 'professional 
clients' in the United Arab Emirates. By accepting to receive this publication, you represent that you are 
not located in the Kingdom of Saudi Arabia or that you are a 'professional client' in the United Arab 
Emirates and agree to comply with these restrictions. Any failure to comply with these restrictions may 
constitute a violation of the laws of the Kingdom of Saudi Arabia or the United Arab Emirates. 
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 the Nomura Group member identified in the banner on 
page 1 of this report. Further information on any of the securities mentioned herein may be obtained 
upon request. If this publication has been distributed by electronic transmission, such as e-mail, then 
such transmission cannot be guaranteed to be secure or error-free as information could be intercepted, 
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not 
accept liability for any errors or omissions in the contents of this publication, which may arise as a 
result of electronic transmission. If verification is required, please request a hard-copy version. 
 
 
Additional information available upon request 
NIPlc and other Nomura Group entities manage conflicts identified through the following: their Chinese 
Wall, confidentiality and independence policies, maintenance of a Restricted List and a Watch List, 



 

 

China Mobile Danny Chu, CFA

1 December 2010 Nomura 13

personal account dealing rules, policies and procedures for managing conflicts of interest arising from 
the allocation and pricing of securities and impartial investment research and disclosure to clients via 
client documentation. 
 
 
Disclosure information is available at the Nomura Disclosure web page: 
http://www.nomura.com/research/pages/disclosures/disclosures.aspx 
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