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[bookmark: _Toc16346415]Executive Summary
Sugar and sweetener are major food additives used in food industry. Sweetener, this simple ingredient connected with diversified industries and play an important role in the global economy around the world. The world sugar production is relatively steady, and the consumption is continuously increase not only in China but also around the world. 
This study will focus on the performance and opportunities for Global Sweetener Holding Limited, a listed company in Hong Kong, that manufacting and sell sweetener products in China. In addition of analyzing the market, it will also review the financial situation of the group for the last three years, and at the same time, to compare the 2018 results with their competitors.
Z-score and other ratio were used for analyzing and the performance of Global Sweetener. The results indicated Global Sweetener is behind compared to the competitors. The likelihood of Global Sweetener toward bankruptcy is high, and under their corporate governance had already indicated the group is suffering from liquidity issue, and this study will further elaborate the reason of the troubling liquidity. 
Technology advancement have shown automation can help reduce the labor cost as much as 20%, manufacturing and processing is relatively simple for corn sweetener products. As automation is applicable for Global Sweetener in their production, a detail investment project is proposed to help reducing the labor cost, and at the same time, to drive the efficiency throughout the production. 
From the last annual report, Global Sweetener’s inventory was doubled compared to last year. It is one of the reasons of the group liquidity issue. Decrease the inventory is an efficient way to raise the fund for the investment project, in addition, this study will also look into alternative for fundraising.
The management of Global Sweetener is recommended to monitor and execute the investment plan in a planned manner, therefore a detail auditing plan in each quarter is suggested for the group which gives the team an easy and effiecit way to manage the project. 
Although the financial situation for Global Sweetener is not promising at this moment, as the demand for sweetener are keep growing, a robust control in finance and efficient in operation should able to give the group a chance to get out of this tough situation in the next few years.
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[bookmark: _Toc16346419]1.	Introduction
Global Sweeteners Holding Limited is established in 2006 and listed in Hong Kong Stock Exchange in 2007 (Stock code: 03889). The group headquarters is located in Hong Kong with production sites across different cities in China. The main business for the group is manufacturing and sales sweetener products made with corns. The products can be differentiated into two groups, upstream and downstream. Upstream products, including corn starch, gluten mean, corn oil, and corn refined products. Corn starch, which is a significant ingredient for downstream products, which turn into various sweeteners such as corn syrup including glucose, maltose, and high fructose corn syrups, or corn syrup solid such as crystallized glucose and maltodextrin. 
World sugar production for the last three years steadily increased, as shown in Figure 1.1, the total world sugar production was 164 million metric tons in 2015/16 increase to 191 million metric tons in 2017/18, growth rate of 16% (USDA, 2019). In China, sugar production is relatively small compared to the world, in the year 2015/16, the total sugar production was only 9 million metric tons, although the growth rate was reached 13%, it is still lower compared to the world growth rate, and it is only contributed 5% of the world total sugar production. 
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On the demand side, China sweetener consumer had increased double from 2008 to 2018, reaches 12 kg per person (OECD-FAO, 2018), that translated into 17 million metric tons (Worldmeters, 2019). The average world consumption in the same period according to the OECD report, it is 25 kg per person (OECD-FAO, 2018). It is expected that Chinese consumption will align with global consumption in 2028, reaches the average growth rate of 11%. 
Corn is a major crop in China, the corn production is estimate reaches 257 million tons in 2018/19 (World-Grain, 2019). As the cultivation technique is getting mature, the yield of corns was kept increasing, which in turn increase the production volume. Therefore, the corn refined product has a stable supply, and the growth of the production is very promising.
Corn refined product mainly refers to corn starch, and it is an essential raw material for many industries, play not only a major role in the economic value but also the application of the product. On the other hand, corn sweetener, the downstream products for the group, is a major substitute for cane sugar. As the production of cane was highly fluctuating, instability of the weather, redefined land in the southern area of China, which is the major production area for cane, the output has been decreasing for the last couple years, which in turns provide a golden opportunity for the alternative sweetener. 
The efficiency and simple process for the corn sweeteners provide a great platform for Global Sweetener to grow, the group currently consist of 4 production sites in Changchun, Jinzhou, and Shanghai, the total capacity is 2.86 million metric tons per year.
Despite the sales and the market are quite positive, the group reported a net loss for the last three years, In the latest annual report, the group is aiming to drive efficiency on the production line, as in 2017, the group had relocated a site to a new facility. 
Huabao International Holding Limited (Stock code: 00336) and Vedan International (Holding) Limited (Stock code: 02317) are both food additives companies listed in Hong Kong Stock Exchange. Due to the close nature of the products, these two companies will be used to compare with Global Sweetener in this analysis. 
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[bookmark: _Toc16346420]2.	Financial analysis 
Global Sweetener reported a net loss of 208 million in 2018, compared to 2017 of 140 million, the net loss is increased by 48% (Global Sweetener, 2018). This phenomenon can be explained due to the increase of over 400 million of current liabilities, which driven the rise of 25 million of the finance cost. 
[bookmark: _Toc16346421]2.1	Listed company bankruptcy index Z-Score
Altman Z-Score is widely used financial ratios to predict the chances of bankruptcy for listed company (Altman, 1968, pp. 589). To comply with the listed company regulation, the information needs for calculating the Z-score is easily obtainable, and this is a good indicator of the future of the company. Z-score is defined as follow:
Z = 1.2A + 1.4B + 3.3C + 0.6D +0.999E
Whereas 
A = Working Capital / Total Assets, to illustrate the net liquid assets of the firm which is the best indicator for the probability of the company discontinuance;
B = Retained Earnings / Total Assets, to illustrate the accumulation of the company profitability;
C = Earnings before Interest and Taxes / Total Assets. It is the true indicator of the company productivity based on its assets;
D = Market Value of Equity / Book Value of Total Debt. It is the ratio of the company ability to sustaining the declining value in assets, and the limit before the liability exceed the asset, and the firm becomes insolvent;
E = Sales / Total Assets is the illustrate the increasing sales ability based on the firm’s assets.

For the interpretation of the Z-score, the company is likely towards bankruptcy if the score is below 1.8. On the other hand, if the index is more than 3.6, the chances of bankruptcy are relatively low and mean the company is healthy. Somewhere in between 1.8 and 3.6 means, the company needs to monitor the performance closely. 
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Refer to Table 2.2, for the last three years, the Z-score of Global Sweeteners is way below 1.8. In 2016, it reached the lowest at -0.33, then turned into a positive value of 0.02 in 2017 but unable to stay positive in 2018 and went into -0.19. Compared to the competitors of Huabao International Z-score in 2018 of 10.23, and Vedan International 11.10, both companies showing a much better performance compared to Global Sweeteners. If the company is not focusing on improving the financial situation, the company will likely fall into bankruptcy according to interputation of the Z-score.  


[bookmark: _Toc16346422]2.2	Financial structure
The fixed assets of Global Sweetener are relatively stable for the last three years, ranging between 924 to 1048 million. However, the total equity had decreased dramatically from 12 million in 2016 dropped to -313 million, which leads to the fixed assets to long term liabilities ratio has been declining from 3.76 percent to -10.70 percent as shown in Table 2.3. In compare to Huabao International and Vedan International, their fixed assets to long term liabilities ratio in 2018 are 0.32 and 0.55 respectively, which are in a much better position compared to Global Sweetener.
In the view of current liabilities to net asset ratio, Global Sweetener is also showing a decline from positive to negative; the ratio was 97.42 in 2016 to -5.30 in 2018. The large ratio in 2016 can be explained due to a small number of total equities with a large number of total liabilities. To compare with the industry, Huabao International and Vedan International were showing 0.08 and 0.21 respectively in 2018.
Due to a consistently high in current liabilities, the current liabilities to the stock ratio in Global Sweetener is also much higher compared to the industry. It is reporting 6.51 compare with Huabao International 1.40 and Vedan International 0.66. However, this ratio can be managing once the current liabilities is stabilized.
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In the view of financial structure, Global Sweetener is not performing well compared to the industry, and also showing declining trend in the last three years.


[bookmark: _Toc16346423]2.3	Solvency and liquidity
Table 2.4 gives a clear indication of solvency and liquidity of Global Sweetener compare to Huabao and Vedan.
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Global sweetener’s current ratio is below a hundred percent in the previous three years, indicated the current liabilities are higher than the current assets. In compare with the other two companies, both Huabao and Vedan are reported over a hundred percent. Huabao International in particular reporting over 1300% in current ratio, as Huabao International has over RMB14.7 billion (HKD 17.9 billion) of current assets. 
For quick ratio, Global Sweetener also reported below a hundred in all three years, stable in 2016 and 2017 but decline in 2018 to 22.94%. The driving force of decrease was due to the inventory level had raised 50% from 169 million in 2017 to 255 million in 2018. Huabao International and Vedan International both showing greater than a hundred in their quick ratio.
For the stock credit index, Global Sweetener reported positive numbers for the last three years. In 2018, the index was 5.02, showing a decreasing trend since 2016. The driving force is due to the excessive inventories, from 112 million to 225 million in 2018, while both competitors were reporting negative numbers in the stock credit index.
Cash ratio gives a simple and clear indication in cash over current liabilities. The cash ratio for Global Sweetener has been dropped from 13.37% in 2017 to 1.21% in 2018; it is due to the increasing trend for the current liabilities increased from 1167 million in 2016 to 1660 million in 2018. In contrast, Huabao International showing over 600% of Cash ratio in 2018, a considerable difference in the liquidity. 
Total debt ratio had raised from 99.15% in 2016 to 119.92% in 2018 for Global Sweetener, which is clear the group is suffering a high debt ratio. Compared to the industry, Huabao International is managed to maintain a 6.37% debt ratio, which is leading the industry, Vedan International is also able to achieve a 22.06%. It is very unhealthy for Global Sweetener compared to Huabao International and Vedan International.
Global Sweetener showing negative numbers in Debt Equity Ratio in last two years, it is because in both years reported deficit in 122 million and 313 million in 2017 and 2018, respectively, which also affected the long term debt ratio to be negative in 2018, reporting -2.58. On the other hand, Huabao International is managing the debt-equity ratio below 1% along with the long term debt ratio in 0.01.
Total debt to fixed assets ratio as Table 2.4 indicated, raised from 1.51 in 2016 to 2.01 in 2018 for Global Sweetener, to compare with both Huabao International and Vedan International, they can manage the ratio in 0.28 and 0.48 respectively. For time interest cover ratio, Global Sweetener reported negative numbers in all three years as they have reported the loss before tax & interest. 
In the view of paying debt ability, Global Sweetener is in a tough situation due to a combination of factors. A large number of current liabilities, net loss in the business, and the negative number of total equities, all are the dragging force for Global Sweetener, and that can be explained why the group is hard to get a better interest rate when negotiating with the bank.



[bookmark: _Toc16346424]2.4	Operating capacity 
Global Sweetener has generated stable sales growth for the past three years. Refer to Table 2.5, the sales were 995 million in 2016, and increase to 1395 million in the following year, and reported 1961 million in 2018. This trend is showing 40 percent of growth over the last two years as shown in figure 2.1. This growth rate is much higher compared to Huabao International and Vedan International; both companies only able to manage a single-digit growth in 2018. Therefore, maintaining the growth rate should not be a concern for Global Sweetener.
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In the view of operating cost as shown in Table 2.6, the employee cost ratio is relatively stable for the last three years, maintain around at 5%. Compared to Huabao International and Vedan International, both companies are at 8% in 2018, which indicate that Global Sweetener employee cost at a reasonable level.  
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Global Sweetener showing growth in total assets turnover from 70% to 124% in 3 years as shown in Table 2.7. Furthermore, Vedan International showing at a 90% of the total assets turnover but Huabao International only at 20%, this is due to Huabao International is owning over RMB 18 billion of total assets and 14 billion were current assets, which is the main reason driving down in this ratio. 
Receivable turnover ratio is at 9.58 in 2018 for Global Sweetener, Huabao International is 2.49, and Vedan International is at 10.76. The average collection period for Global Sweetener has been shortening from 71 days in 2016 to 38 days in 2018. Although the shortest of the three companies is Vedan International showing 34 days, it is much better compared to Huabao International which is 147 days. However, due to Huabao International has flexibility in its liquidity, which able to provide longer or better terms for their customers, and not affected the company operation.
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Global Sweetener’s inventory turnover is stable in the last three years, an average of 50 days, and the payment period has been increased from 52 days to 93 days, this can help the liquidity for the company. An interesting finding for Huabao International, the inventory turnover and the payment period is over 200 days.
[bookmark: _Toc16346425]2.5	Profitability
In the view of gross profit margin, although the sales have been growing stately for Global Sweetener, the cost of goods sold is also increasing proportionally, which in turn the gross profit margin is very tight. In 2018, the group’s gross profit margin was only a bit over 10%, at the same period Vedan International in 2018, the company is managing an 18.92% gross profit margin, and Huabao International was able to achieve a 67.91%.
[image: ]Due to a tight gross profit margin for Global Sweetener, their net profit was reporting negative numbers for the last three years, and the loss was increased 48%, the net profit margin is -10.63% in 2018. For Huabao International and Vedan International, both companies showing positive numbers. In particularly, Huabao International is reporting 38.48% of net profit margin leading in the industry as shown in Table 2.8.
The leverage ratio for Global Sweetener has turned from positive to negative in 2017 and remained negative in 2018, while both Huabao International and Vedan International at a positive number. The leverage ratio should be optimized to balance the risk and the investment (Guasoni, Guasoni, and Mayerhofer, 2019, p. 250), but Global Sweetener needs to come back from a total deficit before managing the leverage ratio.
Also, return on equity is not included in the analysis as Global Sweetener reporting a net loss with negative net assets, this will be meaningless compared to Huabao International and Vedan International as both companies are in true positive in the return on equity.


[bookmark: _Toc16346426]2.6	Growth capacity
Retained yield and self-sustainable growth ratio did not use for comparison in this case. Due to net profit, retained earnings, and equity are all in negative for Global Sweetener in 2018, which is not a meaningful comparison to the other companies. It is worth to mention that the retained earnings of Global Sweetener decreased significantly in the last three years, from -135 million in 2016 to -460 million in 2018. 
[bookmark: _Toc16346427]2.7 	Stock market prospects analysis
Due to the net loss for the last three years, Global Sweetener loss per share had increased from 10 cents per share in 2016 to 13.65 cents per share in 2018. Compared to Huabao International, which reported an earning of RMB 45 (HKD 61) cents per share, remain a large gap to catch for Global Sweetener. The PE ratio also adjusted from -2.2 in 2017 to -0.4 in 2018 for Global Sweetener. The change in the ratio is due to the share price dropped dramatically, the share price was 0.235 in 2016 and down to 0.055 in 2018. Therefore, the change of the PE ratio not necessaries reflecting the improve performance of the Global Sweetener.
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The overall financial situation for Global Sweetener remains in a tough position, compare with Huabao International and Vedan International, the performance of Global Sweetener is not lift to the standard for the past three years.
[bookmark: _Toc16346428]3.	Corporate governance assessment
Global Sweetener is listed in Hong Kong Stock Exchange, which is owned by the Hong Kong Exchanges and Clearing, and it is governed by the Securities and Futures Commission of Hong Kong.   
The corporate governance assessment stated the principal risks and uncertainties. For the financial Risks of Global Sweetener, the group has identified that liquidity is a significant concern. To address this issue, the group stated their action was to keep the conversation with the banks and debtors to maintain the banking facilities, which is the result of increasing of the current liabilities and the financial cost. 
In 2019, the group is also seeking additional support from the local government and the bank to maintain adequate funding for the operation. However, the report is failed to address the action in case of a loan being called.
Another financial risk is also related to cash flow; in 2018 the group completed the relocation of the production facilities in Changchun, in turns will review the cash flow forecast on a monthly basis. The action to address the short on cash flow is questionable. Also, the report is lack of contingency plan on the shortage of cash flow, which created a high risk on keeping the group running.
The report also stated the intense competition in domestic and export markets was observed in 2018, however, in reflected of the sales growth and the organic growth in the global market, this risk should be easy to manage. In addition, the management would like to put additional efforts on R&D to compete with the market; this direction is questionable due to healthy organic growth in the market is already in place.
As it has mentioned the importance of managing cash flow, in the corporate governance section, the group indicated the plant's relocation plan including 100,000 metric tons crystallized glucose facility and a 600,000 metric tons corn refinery in December 2019 to December 2020. As relocation of the facility requires a large amount of cash, the corporate governance section fails to address the rationale behind the relocation and lack of proper justification of such decision.
It is reasonably assuming the corporate governance report is according to the code 17.101 set out by Hong Kong Exchanges and Clearing Limited (HKEX, 2019). However, the limited information disclosed without a clear direction on addressing the risk and action raise concerns for the investors, especially it failed to mention their contingency plan. 


[bookmark: _Toc16346429]4.	Investment project assessment
Driving efficient in the production line should be a key direction of the company to get out of this tough situation. The current market size of Sugar in China is 16,452 kilotons (OECD-FAO, 2018), based on the sales volume of the company; Global Sweetener is produced 1,294 kilotons in 2018, only equivalent to 4.34 percent of the total market. On the other hand, Global Sweetener has a total capacity of 2,866 kilotons annually, which indicate the group has room to grow in volume.
For the last three years, the cost of goods sold accumulated 90% of the sales, which is a reliable indicator of the needs to drive the efficiency of the production process. With the latest technology, the automation in the product line can not only have to drive the production efficiency but also reduce the labor cost by 20% (Segal, 2018)
The project plan is to replace the existing low efficient processing machine; the estimation for the capital injection is 100 million, which is equivalent to 5% of the total sales in 2018. The labor cost was 95 million in 2018 as equal to 5% of cost of goods sold as shown in Table 4.1. As mentioned, the automation production line is able to reduce 20% of labor force, which will use this assumption for cash flow. 
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According to the Global Sweetener 2018 annual report, the volume was projected to increase by 23.1%, which will be used as the projected growth rate from 2019-2023.
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[bookmark: _Toc16346430]4.1 	New project appraisal
In this 5 years project, the investment return will increase proportionally with the sales growth, as the saving of the labor cost is translated into the cashflow and provide a positive return, the advantage of this calculation is straightforward, but the disadvantage is the value may be over represented if the growth rate unable to match the expectation.
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Using five years of linear depreciation, the average income is projected over 18 million, the Average Return Rate (ARR) is 18.18% as shown on Table 4.3
Global Sweetener current Return on Assets is negative as shown in Table 4.4, using this ROA rate for calculation will not be realistic, therefore, the ROA assumption is benchmarking with the industry average of 6.12%. 
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As shown in Table 4.5, the total present value is over 156 million, after deducted the initial cost, the Net present value is 56 million, which is higher than the initial investment.
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Understandably, IRR is a relative ratio and base on this evaluation, the IRR is reporting of 22.30% and the payback period is three years as shown in Table 4.6
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All the indicators are showing positive value, and the return time frame is reasonable, this project should present to the management to sign off. From the financial statement in 2018, it is understood that the Global Sweetener is suffering in liquidity. At the current cash level, the group will not able to inject the capital by cash, however, the inventory level is at 255 million, decreasing 40 percent of the inventory should able to provide sufficient funds for this project.


[bookmark: _Toc16346431]5.	Financing and capital management
Global Sweetener’s total assets were 1,527 million in 2018; the below segment will investigate the option of raising 3% of the total assets, which is 47 million.
Using retained earnings and cash for the fund raised is not feasible for Global Sweetener, as the retained loss is over 460 million with only 20 million of cash. 
Global Sweetener was bearing over 1 billion of bank loans in 2018. However, over 80% were current liabilities. The non-current bank loan’s interest rate increased from 4.275% in 2016 to 7% in 2018. Huabao International interest rate is 4.25%, and Vedan International is enjoying a very low-interest rate at 2.6%. 
As mention in Table 2.8, the receivables turnover ratio for Global Sweetener has significantly improved over the last three year, from 5.16 in 2016 increased to 9.58 in 2018, the average collection period is 38 days in 2018, which is very close to Vedan International of 34 days and much better compared to Huabao International 147 days. Since the ratio is very high and the collecting period is concise already, it is implausible that the group can raise 47 million by commercial credit financing.
Global Sweetener has a total share of 100 billion. As of the year-end of 2018, the company had only issued 1.5 billion shares to the public. Theoretically, using the same ordinary share price of 10 cents to raise 47 million dollars, which translate into 470 million shares for the target fundraise is feasible. However, the share price has dropped below the ordinary share price, as of year-end of 2018, the share price is only 5.5 cents, with this market price, it is required to issue 855 million share in order to reach 47 million dollars, which is 50% of the issued stock volume, it is not likely to be agreed by the current stock holders as it will significantly dilute the value.
The total assets of Global Sweetener reach over 1.5 billion dollars, with the noncurrent assets of 936 million dollars. 47 million are only 5% of noncurrent assets, by reducing the current or noncurrent assets should not create a major impact for the Global Sweetener.


[bookmark: _Toc16346432]5.1 	Financing method proposed
With the information provided, cash payments and commercial credit financing are not feasible options for the obvious reason. Bank loan financing is an option but questionable as the company noncurrent liabilities reaches 800 million, and the interest rate was 4.275% in 2016 but unable to maintain the same rate in 2018. Due to the high-interest rate and a large number of liabilities, it is not recommended for financing by bank borrow.
The last option is to sell assets for the funding, as indicated, the group has total assets of 1.5 billion dollars. To cope with the project proposed, this is the most appropriate options to raise 47 million. This action not only achieved the funding that the group is expected but also vacate the space that is needed for the automated machine which proposed in the capital injection. Therefore, it is recommended to use selling assets method for raising the fund.


[bookmark: _Toc16346433]6.	Recommendation and audit plan
In the combination of the suggestion mentioned, there will be three stages of execution. Decrease the inventories level, selling exiting assets, and install the new equipment. 
Global Sweetener should able to generate a clear sales forecast in order to reduce the stock level at the beginning, this forecast should take in consideration of suspension of the production, due to selling the assets in related to old machinery, and the installation period of the new equipment. 
The next stages are selling off the existing equipment. As the target is to raise 100 million dollars for the new equipment, as soon as the stock generate 30 million, the company should have enough capital for the deposit of the machine.
The audit plan is scheduled to conduct every quarter and focusing on the execution process. The first audit should review the inventory level and fund generated from reducing stock. In the second quarter, the group should review the inventory level, the process of selling existing equipment, and the capital for ordering the automation machine. By the time of the third audit, the assets should be sold, and the new equipment should arrive, this audit will focus on the installation of the equipment. The fourth audit should review the efficient of the new production line, and to review the actual saving from the data, revise the projection based on the actual cashflow and recalculate the IRR, NPV, ARR, and the payback period.
In the view of contingency, in case the selling inventories is quicker than expected, it is easier to handle as just moving the project forward, however, if the inventories sales are slower than expected, the group should consider raising funding by other options such as a short term loan to close the gap. Also, there might be a chance of unable to find buyers of the existing equipment; this should not suspend the process of ordering a new machine, as long as the fund is enough for ordering the new machine, the team should go ahead and allow sufficient time to vacate the space for the new equipment. 
In addition to the capital injection to facilitate the efficiency of the production, there are several recommendations to solve the crisis of the Global Sweetener. 
The inventories level has raised 50% from 2017 to 2018, in order to improve the quick ratio, the inventories should maintain in a low level to generate more cash flow into the system. If the group is able to reduce 50% of the inventories, the quick ratio can go back to the level in 2016 & 2017. It has been mentioned many times within the financial report and identify as a risk that current liabilities in a high level, thus the liquidity is a major concern, it is the best to limited spending to reduce the current liabilities. Majority of the liabilities came from current liabilities. It is agreed with the 2018 annual report suggestion; the group should find a partner bank that can facilitate a long term loan. The group should consider working with the bank in Hong Kong as the base rate set by HKMA is at 2.50% (HKMA, 2019) which the interest rate is much lower than in China 3.25% (CEIC, 2019).
Another concern is the relocation of the facilities. In 2018, the group was suffering from the cash flow due to the relocation of the facility, with the current situation, it is very clear that the liquidity is a significant concern, which the group should seriously consider to postpone the relocation of two facilities until the liquidity becomes more promising.


[bookmark: _Toc16346434]7.	Conclusion
After carefully reviewed the last three years of financial statement of Global Sweetener, with the comparison from its competitors, it is fair to say this is not an easy task for Global Sweeteners to turn around the current financial situation. The group accumulated over 313 million of loss and bearing over 1 billion of liabilities; these are all reality of the current situation.
On the positive side, the group can generate the sales growth of over 40 percent two years in a role, and the organic growth of the market remains positive, which indicate the company just needs to carefully manage and position themselves to get out from this tough situation. 
With the proposed new automation machine capable of driving efficiency of the production, and at the same time, reducing labor by 20% which will bring significate and positive impact to the company. 
Both capital injection project and fundraising project are in conjunction together, an audit program with the contingency plan in place, these projects should be able to be implemented, and the shareholders will be pleased with the results in 2019.
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[bookmark: _Toc16346438]Appendix II – Histocitic Stock Price
Global Sweetener Stock Price
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Source: AAStocks.com
Haobao Stock Price 
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Source: Yahoo Finance Hong Kong

Vedan Stock Price
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Source: Yahoo Finance Hong Kong
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Table 1.1 Company Background Comparison

Company Name

Global Sweetener 

Holding Limited

Stock code 03889

Business Nature

Major Market China

Currency HKD (in million) RMB (in million)HKD (in million) USD (in million) HKD (in million)

Market Value 84 16,161 20,180 1,142 8,943

PE -0.40

Source: From this research

Food additives

Global ASEAN

10.70 65.66

Huabao International Holding 

Limited

Vedan International (Holding) 

Limited

00336 02317
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Table 2.1 Essential Information for Z-Score calculation

Company Name

Year 2018 2017 2016 2018 2018 2018 2018

Currency in Million HKD HKD HKD RMB HKD USD HKD

Exchange Rate (#1) NA NA NA NA 1.2487 NA 7.8309

Working Capital (1,024)         (712)            (679)            13,225         16,514         138             1,084          

Current Assets 636             587             488             14,301         17,858         199             1,556          

Current Liabilities 1,660           1,299           1,167           1,076           1,343           60               472            

Total Assets 1,572           1,635           1,413           18,565         23,182         368             2,880          

Non-current assets 936             1,049           925             4,264           5,324           169             1,324          

Current assets 636             587             488             14,301         17,858         199             1,556          

Retained Earning (460)            (269)            (135)            8,601           10,740         271             2,123          

EBIT (LBIT) (131)            (93)              (206)            1,863           2,326           23               179            

Market value of equity  84               318             359             16,161         20,181         1,142           8,943          

Total liabilities 1,885           1,758           1,401           1,183           1,477           81               635            

Current liabilities 1,660           1,299           1,167           1,076           1,343           60               472            

Non-current liabilities 226             459             234             107             133             21               163            

Sales 1,961           1,395           995             3,628           4,530           357             2,794          

Source: Global Sweetener (2016 - 2018); Huabao (2018) ; Vedan (2018); reorganize from this researh

#1 RMB to HKD rate is based on 2018-03-31 (Currency Converter, 2019a)

USD to HKD rate is based on 2018-12-31 (Currency Converter, 2019b)

Vedan Huabao Global Sweetener 
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Table 2.2 Z-score calculation

Company Name Huabao Vedan

Financial Year 2018 2017 2016 2018 2018

A = Working capital / total assets -0.65 -0.44 -0.48 0.71 0.38

B = Retained Earnings / total assets -0.29 -0.16 -0.10 0.46 0.74

C = EBIT / total assets -0.08 -0.06 -0.15 0.10 0.06

D = Market value of equity / total liabilities 0.04 0.18 0.26 13.67 14.08

E = Sales / total assets 1.25 0.85 0.70 0.20 0.97

Z-Score = 1.2A + 1.4B + 3.3C + 0.6D + 0.999E -0.19 0.02 -0.33 10.23 11.10

Global Sweetener 

Source: From this research
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Table 2.3 Financial Structure Comparison

Company Name Huabao Vedan

Financial Year 2018 2017 2016 2018 2018

Fixed Asset to Long term Liability Ratio (10.70)        3.12           3.76           0.32           0.55          

Current Liability to Net Asset Ratio (5.30)          (10.56)        97.42         0.08           0.21          

Current Liability to Stock Ratio 6.51           7.68           10.39         1.40           0.66          

Global Sweetener 

Source: From this research
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Table 2.4 Solvency and Liquidity Comparison

Company Name Huabao Vedan

Financial Year 2018 2017 2016 2018 2018

Current Ratio (%) 38.31% 45.18% 41.80% 1329.25% 329.42%

Quick Ratio (%) 22.94% 32.16% 32.18% 1258.05% 178.39%

Stock Credit Index 5.02           5.21           7.05           (16.26)        (0.52)         

Cash Ratio (%) 1.21% 13.37% 10.02% 616.78% 56.72%

Total Debt Ratio (%) 119.92% 107.52% 99.15% 6.37% 22.06%

Debt / Equity Ratio (%) -72.05% -373.49% 1950.81% 0.81% 7.26%

Long Term Debt Ratio (2.58)          1.37           0.95           0.01           0.07          

Total Debt / Fixed Asset Ratio 2.01           1.68           1.51           0.28           0.48          

Time interest cover ratio (1.76)          (1.87)          (4.25)          520.72        27.45        

Source: From this research

Global Sweetener 
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Sales / Year 2016 2017 2018

Global Sweetener (HKD) 995,218,000      1,395,090,000   1,961,004,000  

Huabao (RMB) 3,200,436,000   3,482,894,000   3,628,116,000  

RMB HKD Exchange Rate 1.2027 1.1283 1.2487

Huabao (HKD) 3,849,164,377   3,929,749,300   4,530,428,449  

Vedan (USD) 327,640,000      322,805,000      356,772,000     

USD HKD Exchange Rate 7.7565 7.814 7.8309

Vedan (HKD) 2,541,339,660   2,522,398,270   2,793,845,855  

Source: From this research

RMB to HKD rate (Currency Converter, 2019a)

USD to HKD rate (Currency Converter, 2019b)

Table 2.5 Sales Comparison in 2016-2018
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Table 2.7 Employee Costs Comparison in 2016-2018

Company Name Huabao Vedan

Financial Year 2018 2017 2016 2018 2018

Employee costs  4.87% 4.62% 5.90% 8.33% 8.13%

Source: From this research

Global Sweetener 
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Table 2.8 Turnover, Payable and Receivable Period Comparison in 2016-2018

Company Name Huabao Vedan

Total Assets Turnover 125% 85% 70% 20% 97%

Receivables Turnover Ratio 9.58 10.18 5.16 2.49 10.76

Average Collection Period (days) 38 36 71 147 34

Day's Sales in Inventory(1) (days) 53 50 46 240 115

Payment period (in days) 93 52 58 206 26

Source: From this research

Global Sweetener 
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Table 2.9 Profitability Comparison 2016-2018

Company Name

Year 2018 2017 2016 2018 2018 2018 2018

Currency in Million HKD HKD HKD RMB HKD USD HKD

Exchange Rate (#1) NA NA NA NA 1.2487 NA 7.8309

Net Profit  (Net Loss) in million (208)            (140)            (162)            1,396           1,884           17               136            

Net Profit growth -48.65% 13.61% 78.48% 25.26% -25.06%

Gross profit margin 10.34% 11.07% 10.48% 67.91% 18.92%

Net Profit margin -10.63% -10.05% -16.31% 38.48% 4.88%

Leverage ratio -5.02 -13.30 117.93 1.42 1.28

Return on Equity (after tax)(%) 66.57% 114.06% -1355.24% 10.64% 6.07%

Vedan Huabao

Source: From this research

Global Sweetener 
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Table 2.10 Stock Market prospects Comparison in 2016-2018

Company Name

Year 2018 2017 2016 2018 2018 2018 2018

Currency in Million HKD HKD HKD RMB HKD USD HKD

Exchange Rate (#1) NA NA NA NA 1.2487 NA 7.8309

Market Capitalization 84             317           359           16,161      20,181      1,142        8,943       

Market-to-book ratio 0.55          2.08          2.35          52.00        75.00       

Enterprise Value (EV)  246           559           442           9,526        11,895      1,109        8,684       

EBITDA (56)           (43)           (158)          1,867        2,331        24             185          

EV Multiple -4.38 -12.92 -2.81 5.10 46.85

Earning per share -0.14 -0.09 -0.11 0.45 0.61 0.01 0.09

Price-Earning Ratio (Times) -0.40 -2.27 -2.21 10.70 65.66

Huabao Vedan

Source: From this research

Global Sweetener 
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Table 4.1 Sales, Cost of Goods Sold, and Salaries Overview

Global Sweetener 2016 2017 2018

Sales 995,218,000        1,395,090,000        1,961,004,000       

Cost of Goods Sold 890,960,000        1,240,651,000        1,758,173,000       

Salaries 58,722,000          64,464,000            95,537,000           

Salaries per Cost of Goods Sold 7% 5% 5%

20% of Salaries Cost 11,744,400          12,892,800            19,107,400           

Salaries per Cost of Goods Sold 

after decrease 20% Salaries 

Cost

1% 1% 1%

Source: From this research
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Table 4.2 Sales, Cost of Goods Sold, Salaries, and Saving projection from 2019-2023

Global Sweetener  Rate Reference 2019 2020 2021 2022 2023

Sales 1.231 2,413,995,924        2,971,628,982        3,658,075,277        4,503,090,666        5,543,304,610       

Cost of Goods Sold 0.9 2,172,596,332        2,674,466,084        3,292,267,750        4,052,781,600        4,988,974,149       

Salaries 5% of COGS 2,148,456,372        2,644,749,794        3,255,686,997        4,007,750,693        4,933,541,103       

Saving / Cashflow 20% of Salaries 24,139,959            29,716,290            36,580,753            45,030,907            55,433,046           

Source: From this research
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Table 4.3 Average Return Rate Calculation

Year Cashflow Depreciation Net profit

0 (100,000,000)      

1 24,139,959          20,000,000        4,139,959        

2 29,716,290          20,000,000        9,716,290        

3 36,580,753          20,000,000        16,580,753       

4 45,030,907          20,000,000        25,030,907       

5 55,433,046          20,000,000        35,433,046       

Total Profit 90,900,955       

Average Return 18,180,191       

ARR 18.18%

Source: From this research
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Table 4.4 ROA Comparison

Company Name Huabao (RMB) Vedan (USD)

Year 2018 2017 2016 2018 2018

Net Profit (Net Loss) (208,496,000)         (140,258,000)         (162,358,000)         1,396,120,000          17,394,000         

Total Assets 1,572,267,000        1,635,457,000        1,412,771,000        18,564,725,000        367,805,000       

ROA (after tax) (%)  -13.26% -8.58% -11.49% 7.52% 4.73%

6.12%

Global Sweetener (HKD)

Average ROA from industry

Source: From this research
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Table 4.5 Net Present Value Calculation

Year Cashflow PV @ 6.12%

0 (100,000,000)         

1 24,139,959             22,747,794           

2 29,716,290             26,387,613           

3 36,580,753             30,609,830           

4 45,030,907             35,507,633           

5 55,433,046             41,189,122           

Total PV 156,441,992         

Initial Cost 100,000,000         

NPV 56,441,992           

Source: From this research
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Table 4.6 IRR and Payback Period Calculation

IRR Payback

Cashflow Outstanding

0 (100,000,000)     

1 24,139,959         (75,860,041)       

2 29,716,290         (46,143,751)       

3 36,580,753         (9,562,998)         

4 45,030,907         35,467,909        

5 55,433,046         90,900,955        

IRR 22.30%

2.994

Source: From this research

Payback Period (Year)

Year
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Global Sweetener

Working Capital (1,024,018,000)         (712,213,000)            (679,210,000)        

Current Assets 635,800,000             p.55 586,922,000             p.55 487,874,000          p.55

Current Liabilities 1,659,818,000          p.55 1,299,135,000          p.55 1,167,084,000       p.55

Total Assets 1,572,267,000          1,635,457,000          1,412,771,000      

Non-current assets / Fixed assets 936,467,000             p.55 1,048,535,000          p.55 924,897,000          p.55

Current assets 635,800,000             p.55 586,922,000             p.55 487,874,000          p.55

Retained Earning / Reserves (460,047,000)            p.56 (269,429,000)            p.56 (134,986,000)         p.56

EBIT (LBIT) (130,946,000)            (93,019,000)              (206,027,000)        

EBT (LBT) (205,486,000)            p.53 (142,727,000)            p.53 (254,478,000)         p.53

Interest/Finance cost 74,540,000               p.53 49,708,000               p.53 48,451,000            p.53

DA 84,543,000               p.107 68,504,000               p.103 45,884,000            p.84

EBITDA (LBITDA) (56,406,000)              p.10 (43,311,000)              (157,576,000)        

Net Profit (Net Loss) (208,496,000)            p.53 (140,258,000)            p.53 (162,358,000)         p.53

Other expenses 56,179,000               p.53 31,024,000               p.53 31,776,000            p.53

Market value of equity  84,017,230               317,737,888             358,982,710         

Number of Shares 100,000,000,000      p.105 100,000,000,000      p.101 100,000,000,000   p.102

Issued as year end 1,527,586,000          p.105 1,527,586,000          p.101 1,527,586,000       p.102

Outstanding Shares as year end 98,472,414,000        98,472,414,000        98,472,414,000    

Share price as year end 0.055                        Appendix II 0.208                        Appendix II 0.235                     Appendix II

Share value in HKD 84,017,230               317,737,888             358,982,710         

Ordianary Share Price 0.1                            p.105 0.1                            p.101 0.1                         p.102

Total liabilities 1,885,486,000          0 1,758,430,000          1,400,791,000      

Current liabilities 1,659,818,000          p.55 1,299,135,000          p.55 1,167,084,000       p.55

Non-current liabilites 225,668,000             p.56 459,295,000             p.56 233,707,000          p.56

Sales (Revenue) 1,961,004,000          p.53 1,395,090,000          p.53 995,218,000          P.53

Cost of Sales (Cost of good sold) 1,758,173,000          p.53 1,240,651,000          p.53 890,960,000          p.53

Inventories (Stock) 255,041,000             p.55 169,130,000             p.55 112,346,000          P.55

Cash 20,120,000               p.55 173,697,000             p.55 116,972,000          p.55

Total Equity (Total Deficit)(Net Assets) (313,219,000)            p.56 (122,973,000)            p.56 11,980,000            p.56

Share capital 152,759,000             p.56 152,759,000             p.56 152,759,000          p.56

Salaries exluding Directors 95,537,000               p.89 64,464,000               p.84 58,722,000            p.84

Account Payable 446,957,000             p.55 176,446,000             p.55 140,697,000          p.55

Interest bearing bank borrowings 182,954,000             p.56 415,663,000             p.56 200,000,000          p.56

Account Receivable 204,724,000             p.55 136,980,000             p.55 193,026,000          p.55

2018 Annual Report 2017 Annual Report 2016 Annual Report
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Global Sweetener

Working Capital 13,225,049,000       138,392,000     

Current Assets 14,300,910,000       p.90 198,715,000      p.115

Current Liabilities 1,075,861,000         p.90 60,323,000        p.116

Total Assets 18,564,725,000       367,805,000     

Non-current assets / Fixed assets 4,263,815,000         p.90 169,090,000      p.115

Current assets 14,300,910,000       p.90 198,715,000      p.115

Retained Earning / Reserves 8,601,342,000         p.90 271,128,000      p.115

EBIT (LBIT) 1,863,131,000         22,839,000       

EBT (LBT) 1,859,553,000         p.91 22,007,000        p.117

Interest/Finance cost 3,578,000                p.91 832,000             p.117

DA 206,827,000            p.154 18,429,000        p.197

EBITDA (LBITDA) 1,866,709,000         23,671,000       

Net Profit (Net Loss) 1,396,120,000         p.91 17,394,000        p.117

Other expenses 721,259,000            22,974,000        p.117

Market value of equity  16,161,406,955       p.90 1,142,056,500  

Number of Shares

Issued as year end 3,107,962,876         p.177 1,522,742,000   p.187

Outstanding Shares as year end

Share price as year end 5.20                         Appendix II 0.75                   Appendix II

Share value in HKD 16,161,406,955       1,142,056,500  

Ordianary Share Price 0.10                         0.01                  

Total liabilities 1,182,573,000         81,123,000       

Current liabilities 1,075,861,000         p.90 60,323,000        p.116

Non-current liabilites 106,712,000            p.90 20,800,000        p.116

Sales (Revenue) 3,628,116,000         p.91 356,772,000      p.117

Cost of Sales (Cost of good sold) 1,164,189,000         p.91 289,274,000      p.117

Inventories (Stock) 766,005,000            p.90 91,102,000        p.115

Cash 6,635,651,000         p.90 34,215,000        p.115

Total Equity (Total Deficit)(Net Assets) 13,118,337,000       p.90 286,682,000      p.115

Share capital 318,647,000            p.90 15,228,000        p.115

Salaries exluding Directors 302,295,000            p.187 29,002,000        p.202

Account Payable 657,949,000            p.90 20,875,000        p.116

Interest bearing bank borrowings 0 p.139 1,106,000          p.198

Account Receivable 1,456,484,000         p.90 33,151,000        p.115

Huabao Annual Report 2018 Vedan Annual Report 2018
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