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Yuhong’s 2021 net profit increased 24.1% YoY, to Rmb4.2bn, in line with 
the profit alert in mid-January. Higher-than-expected COGS was offset by 
better-than-expected overhead cost and credit impairment. SG&A as a 
percentage of sales revenue was 13.8% vs. JPMe of 15.5%. Credit 
impairment was Rmb251mn vs. JPMe of 476mn, as total outstanding of 
Rmb13.5bn came in below our estimate of Rmb19bn. Op-CF inched up 
4% YoY, to Rmb4.1bn, supported by 4Q21 Op-CF of Rmb10.4bn (+114% 
YoY). 

 2021 results in a nutshell. 2021 sales revenue increased 47% YoY, to 
Rmb31.9bn, in line with our estimate, driven by revenue growth of 48%
and 44% in the waterproof material (sheet membrane and coating) and 
other business segments, respectively. Sales volume for waterproof 
material rose 51% YoY, to 1.5bn sq.m, 7% above JPMe. GP margin was 
30% (waterproof material: 32%, other business: 24%) vs. JPMe of 33%. 
The final proposed dividend was Rmb0.3/share. 4Q21 sales revenue 
increased 9.5% QoQ, and the bottom line increased 34% QoQ. 4Q21 GP 
margin inched up 1.3ppt QoQ, to 29.7%. Please see Table 1 for a 
financial data summary. 

 Waterproof material segment. Unit COGS increased 10.1% YoY, to 
Rmb11.3/sq.m, with the price of key raw material bitumen (China spot) 
rising 20% YoY. Waterproof material ASP decreased 2.3% YoY, to 
Rmb16.7/sq.m, on product mix, as the revenue proportion of waterproof 
coating increased to 39% in 2021 vs. 35% in 2020. 

 Op-CF and balance sheet. 2021 Op-CF increased 4% YoY, to 
Rmb4.1bn. 4Q21 Op-CF gained 114% YoY, to Rmb10.4bn, vs. 3Q21’s 
negative Op-CF of Rmb2.8bn. Credit impairment was 251mn, 
representing 1.9% of total outstanding receivable of Rmb13.5bn. Total 
outstanding receivable increased 45% YoY, driven by accounts 
receivable up 40% (to Rmb12.6bn) and other receivable up 168% YoY 
(to Rmb878mn). The increase rate of AR was lower than that of revenue, 
which met the company’s stock incentive criteria. The net cash position 
increased to Rmb9.1bn at end-2021 vs. Rmb2.7bn one year earlier. 
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Table 1: Yuhong: Financial and operational data

Rmb mn FY21 FY20 % YoY
Sales revenue              31,934              21,730 47.0%
COGS              22,397              13,867 61.5%
Gross profit                9,537                7,864 21.3%
Selling expense                2,218                1,788 24.1%
Admin expenses                1,645                1,261 30.5%
R&D expenses                   559                   464 20.6%
Operating profit                5,116                4,352 17.6%
Gains/(losses)                   508                   287 76.9%
Asset reversal/(impairment)                 (265)                 (264) N.M.
Investment gains/(loss)                       9                   209 -95.9%
Others                   (35)                   (49) N.M.
EBIT                5,332                4,535 17.6%
Net financing expense/(income)                   232                   380 -39.0%
Profit before tax                5,100                4,155 22.7%
Tax                   887                   769 15.4%
Profit                4,213                3,387 24.4%
MI                       9                     (2) N.M.
Net profit to shareholders                4,205                3,389 24.1%

GP margin 29.9% 36.2% -6.3ppt
SG&A % sales revenue 13.8% 16.2% -2.3ppt

Sales revenue by product (Rmb mn):
Waterproof sheet membrane              15,667              11,233 39.5%
Waterproof coating                9,820                6,014 63.3%
Waterproof engineering                4,028                3,304 21.9%
Others (sales of materials and other business)                2,419                1,180 105.0%
Total              31,934              21,730 47.0%

Major product GP margin (%):
Waterproof sheet membrane 31.1% 39.2% -8.1ppt
Waterproof coating 34.1% 41.2% -7.1ppt
Waterproof engineering 28.4% 28.5% -0.1ppt
Others (sales of materials and other business) 16.1% 19.8% -3.7ppt

Waterproof material sales volume (mn sq.m)                1,526                1,009 51.2%

Waterproof material ASP (Rmb/sq.m)                  16.7                  17.1 -2.3%

Source: Company data, J.P. Morgan.
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Investment Thesis 

We rate Yuhong OW. Yuhong is the #1 waterproof material (sheet membrane and coating) producer in China, with a 12% 
market share in 2020. We believe the company’s waterproof segment (WS) revenue could rise at a 22% CAGR in 2021-25 
(vs. the industry’s market size CAGR of 9%) to underpin a market share of 25% in 2025. Leveraging the strong customer 
resources of WS, other business expansion (decorative and insulation material, build repairs, etc.) has proved successful, 
with revenue growth surpassing that of WS for the first time in 2020, driven by increasing product penetration and China’s 
strong aftermarket refurbishment growth. In the long run, we foresee multiple industry demand growth opportunities, such 
as China’s building code (waterproof) upgrades, growing retrofit demand upon the pile-up stocks of old buildings, and the 
government’s push for rooftop solar, benefitting Yuhong as a top player.

Valuation

We project an earnings CAGR of 22% in 2021-23, driven by a revenue CAGR of 25%. Our Dec-22 PT of Rmb60 is based 
on a 24.5x 2023E P/E and assumes that the multiple will not deviate from the current 24.8x 2022E P/E. Our target valuation 
is slightly above the company’s historical seven-year average plus 1 S.D of 23.5x. In our view, valuation could trade above
mean reversion due to: (1) a market leadership firm-up in its core business; (2) other business expansion bolstered by 
product penetration increases and industry growth opportunities; and (3) a growing revenue contribution by the 2C 
business. 

Risks to Rating and Price Target

Downside risks to our rating and price target include: (1) worse-than-expected delinquent payments of property developers, 
which would trigger write-offs of outstanding receivables – we estimate that an additional 10% increase in total outstanding 
receivables and an additional 10% increase in the write-offs of other receivables would adversely impact 2022E earnings by 
7.4%; and (2) the company’s failure to increase selling prices in order to thoroughly pass through raw material price 
inflation against the backdrop of a high-oil-price environment – we estimate that a 10% increase in fossil fuels and fossil 
fuel derivatives prices would adversely impact 2022E earnings by 9.3%. 
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Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research 
Analysts are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document 
individually certifies, with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views 
expressed in this report accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and 
(2) no part of any of the Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations 
or views expressed by the Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if 
applicable, they also certify, as per KOFIA requirements, that the Research Analyst’s analysis was made in good faith and that the views 
reflect the Research Analyst’s own opinion, without undue influence or intervention.

All authors named within this report are Research Analysts unless otherwise specified. In Europe, Sector Specialists (Sales and Trading) 
may be shown on this report as contacts but are not authors of the report or part of the Research Department.

Important Disclosures

  Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to 
Beijing Oriental Yuhong - A.

  Beneficial Ownership (1% or more): J.P. Morgan beneficially owns 1% or more of a class of common equity securities of Beijing 
Oriental Yuhong - A.

  Debt Position: J.P. Morgan may hold a position in the debt securities of Beijing Oriental Yuhong - A, if any.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for 
compendium reports and all J.P. Morgan–covered companies, and certain non-covered companies, by visiting
https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries@jpmorgan.com with 
your request.

Date Rating Price (Rmb) Price Target 
(Rmb)

06-Apr-22 OW 44.89 60

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap equity research, each stock’s expected 
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total return is compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it 
does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. 
Morgan’s research website, https://www.jpmorganmarkets.com. 

Coverage Universe: Dai, Addison: Beijing Oriental Yuhong - A (002271.SZ), COFCO Joycome Foods Ltd - H (1610.HK), Guangdong 
Haid Group Co Ltd - A (002311.SZ), Muyuan Foodstuff Co Ltd - A (002714.SZ), New Hope Liuhe Co Ltd - A (000876.SZ), Wens 
Foodstuffs Group Co Ltd - A (300498.SZ), Zhejiang Weixing New Building Materials (002372.SZ)

J.P. Morgan Equity Research Ratings Distribution, as of April 02, 2022

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage* 51% 37% 12%
IB clients** 52% 47% 36%

JPMS Equity Research Coverage* 51% 37% 12%
IB clients** 75% 68% 51%

*Please note that the percentages might not add to 100% because of rounding.
**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking 
services within the previous 12 months. 
For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating 
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above. 
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary 
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are 
available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it 
the material underlying assumptions used.

A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research & 
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various 
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of J.P. Morgan Securities LLC, may not be registered as research analysts under FINRA rules, may not be associated persons of 
J.P. Morgan Securities LLC, and may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with covered 
companies, public appearances, and trading securities held by a research analyst account.

Other Disclosures 

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates 
worldwide.

UK MIFID FICC research unbundling exemption: UK clients should refer to UK MIFID Research Unbundling exemption for details 
of JPMorgan’s implementation of the FICC research exemption and guidance on relevant FICC research categorisation. 

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless 
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators. 
For all research material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China; 
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).

J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or 
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this 
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such 
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions. 
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Options and Futures related research: If the information contained herein regards options- or futures-related research, such information 
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan 
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's 
Characteristics and Risks of Standardized Options or 
http://www.finra.org/sites/default/files/Security_Futures_Risk_Disclosure_Statement_2018.pdf for a copy of the Security Futures Risk 
Disclosure Statement. 

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future 
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information, 
please consult: https://www.jpmorgan.com/global/disclosures/interbank_offered_rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co. 
and its subsidiaries (“J.P. Morgan Private Bank”), research is provided to you by J.P. Morgan Private Bank and not by any other division 
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC 
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC 
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly 
responsible for the production of this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the 
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as 
being able to do so). Unless otherwise stated below, this material has been distributed by the legal entity responsible for production. If you 
have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction that has distributed 
this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:
Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la República Argentina (“BCRA”-
Central Bank of Argentina) and Comisión Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral 
N°51). Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated 
by the Australian Securities and Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-
X. This material is issued and distributed in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G 
of the Corporations Act 2001). A list of all financial products covered can be found by visiting 
https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of relevance to the domestic and international 
investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a range of market capitalisation sizes. If 
applicable, in the course of conducting public side due diligence on the subject company(ies), the Research Analyst team may at times 
perform such diligence through corporate engagements such as site visits, discussions with company representatives, management 
presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research Independence 
Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. Morgan S.A. 
is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-7700847 
/ ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the 
Investment Industry Regulatory Organization of Canada and the Ontario Securities Commission and is the participating member on 
Canadian exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. Chile: Inversiones J.P. 
Morgan Limitada is an unregulated entity incorporated in Chile. China: J.P. Morgan Securities (China) Company Limited has been 
approved by CSRC to conduct the securities investment consultancy business. Dubai International Financial Centre (DIFC): 
JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is 
Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been 
distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as professional clients or market counterparties as defined 
under the DFSA rules. European Economic Area (EEA): Unless specified to the contrary, research is distributed in the EEA by J.P. 
Morgan SE (“JPM SE”), which is subject to prudential supervision by the European Central Bank (“ECB”) in cooperation with BaFin and 
Deutsche Bundesbank in Germany. JPM SE is a company headquartered in Frankfurt with registered address at TaunusTurm, Taunustor 
1, Frankfurt am Main, 60310, Germany. The material has been distributed in the EEA to persons regarded as professional investors (or 
equivalent) pursuant to Art. 4 para. 1 no. 10 and Annex II of MiFID II and its respective implementation in their home jurisdictions 
(“EEA professional investors”). This material must not be acted on or relied on by persons who are not EEA professional investors. Any 
investment or investment activity to which this material relates is only available to EEA relevant persons and will be engaged in only with 
EEA relevant persons. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong 
Monetary Authority and the Securities and Futures Commission in Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE 
number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. JP Morgan Chase Bank, N.A., Hong Kong (CE 
Number AAL996) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, is organized under the 
laws of the United States with limited liability. India: J.P. Morgan India Private Limited (Corporate Identity Number -
U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai –
400098, is registered with the Securities and Exchange Board of India (SEBI) as a ‘Research Analyst’ having registration number 
INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of the National Stock Exchange of India 
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investment activity to which this material relates is only available to UK relevant persons and will be engaged in only with UK relevant 
persons. Research issued by JPMS plc has been prepared in accordance with JPMS plc's policy for prevention and avoidance of conflicts 
of interest related to the production of Research which can be found at the following link: J.P. Morgan EMEA - Research Independence 
Policy. U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. 
is a member of the FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its 
content.

https://www.jpmm.com/research/disclosures?disclosure=independencePolicyEMEA
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General: Additional information is available upon request. The information in this material has been obtained from sources believed to be 
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts, 
opinions and expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries 
(collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the material provided, 
except with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of 
the material. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the information contained in this 
material. Any data discrepancies in this material could be the result of different calculations and/or adjustments. J.P. Morgan accepts no 
liability whatsoever for any loss arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective 
directors, officers or employees, shall be in any way responsible for the contents hereof, apart from the liabilities and responsibilities that 
may be imposed on them by the relevant regulatory authority in the jurisdiction in question, or the regulatory regime thereunder. 
Opinions, forecasts or projections contained in this material represent J.P. Morgan's current opinions or judgment as of the date of the 
material only and are therefore subject to change without notice. Periodic updates may be provided on companies/industries based on 
company-specific developments or announcements, market conditions or any other publicly available information. There can be no 
assurance that future results or events will be consistent with any such opinions, forecasts or projections, which represent only one 
possible outcome. Furthermore, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have 
not been verified, and future actual results or events could differ materially. The value of, or income from, any investments referred to in 
this material may fluctuate and/or be affected by changes in exchange rates. All pricing is indicative as of the close of market for the 
securities discussed, unless otherwise stated. Past performance is not indicative of future results. Accordingly, investors may receive back 
less than originally invested. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. 
The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not 
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipients of this 
material must make their own independent decisions regarding any securities or financial instruments mentioned herein and should seek 
advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the 
basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts 
in a manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other 
communication is brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff 
and other Research Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not 
involved in the preparation of this material may have investments in the securities (or derivatives of such securities) mentioned in this 
material and may trade them in ways different from those discussed in this material. This material is not an advertisement for or 
marketing of any issuer, its products or services, or its securities in any jurisdiction.
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