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Stock Data 

Mkt Cap (HK$ mn)  34,993  

Avg 3 mths t/o (HK$ mn)  115.63  

52w High/Low (HK$)    21.35/ 12.50  

Total Issued Shares (mn)  2,212  

Source: Bloomberg 

 

Shareholding Structure 

Tencent 21.5% 
Trip.com 21.0% 
Suzhou Industrial Park 4.8% 
Source: Bloomberg 

 

Share Performance 

 Absolute Relative 

1-mth -14.0% -4.1% 

3-mth -22.6% -11.3% 

6-mth -5.6% 15.2% 

Source: Bloomberg 
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Tongcheng-Elong (“TC”) delivered upbeat 2Q21 but soft guidance. 2Q21 

revenue/ adj. net profit +78%/+103% YoY, 0%/7% above consensus. Mgmt. 

guided 3Q21E rev -10% to -5% vs. 3Q19, midpoint 30% below consensus. 

3Q21E adj. net profit guidance at RMB300-350mn, midpoint 29% below 

consensus. We are prudent on 3Q21E momentum due to stricter travel restrictions, 

but 4Q21E would see rev rebound. We trimmed TC’s FY21-23E earnings forecast 

by 10-23% to reflect dampened travelling demand and lowered TP to HK$20. 

 2Q21 beat, while guidance missed. 2Q21 rev/adj. net profit +78%/+103% 
YoY, 0%/7% above consensus. By segment, accommodation/ 
transportation rev +93%/+70% YoY. 2Q21 rev suggests +34% vs. 2Q19, as 
pent-up travelling demand was released with COVID temporarily under 
control. With COVID-19 resurgence since mid Jul, mgmt. guided 3Q21E rev 
-10% to -5% vs. 3Q19, midpoint 30% below consensus. 3Q21E adj. net profit 
guidance was at RMB300-350mn (midpoint 29% below consensus), as 
stricter travel restrictions dampened the traditional peak summer season. 

 Looking into 4Q21E recovery, despite soft 3Q21E momentum. TC’s 
2Q21 MAU/MPU/APU +58.3%/+79.6%/+20% YoY, thanks to innovative 
products, emerging channels and offline initiatives. TC renewed Tencent 
agreement (78.1% of 2Q21 MAU from mini programs), and reiterated 200mn 
APU target by 2021E. Looking ahead, we see limited visibility on 2H21E 
momentum with lingering epidemic & flood and softer consumption 
sentiment. We estimate transportation & hotel rev -7% (vs. 3Q19) in 3Q21E. 
For hotel, we expect 3Q21E room night to maintain positive growth (vs. 3Q19), 
and take rate to be higher than 2Q21. Backed by pent-up demand, we expect 
reaccelerating growth in 4Q21E and intact long-term fundamentals.  

 Long-term upside from lower-tier cities and cross-selling. TC has ample 
upside from lower-tier penetration (20% penetration rate for accommodation) 
and cross-selling (50% bus vending machine users are new to TC). Despite 
COVID-19 pressure, mgmt. guided stable NPM backed by rising hotel rev 
mix, disciplined cost control and operating leverage. We forecast FY22E rev 
+25% YoY, with adj. NPM at 17.7%.  

 Maintain BUY. We trimmed TC’s FY21/22/23E earnings forecast by 10-23% 
to reflect softer travelling demand with multiple headwinds, and lowered TP 
to HK$20 (21x FY22E P/E). Suggest close monitor of COVID-19 in China. 

Earnings Summary 
(YE 31 Dec) FY20A FY21E FY22E FY23E 

Revenue (RMB mn) 5,933 7,856 9,795 11,550 

YoY growth (%) -19.8 32.4 24.7 17.9 

Adj. net income (RMB mn) 954 1,360 1,729 2,132 

Adj. EPS (RMB) 0.43 0.61 0.78 0.96 

YoY growth (%) -38.2 42.5 27.2 23.3 

Consensus EPS (RMB) NA 0.71 1.00 1.17 

P/E (x) 30.5 21.4 16.8 13.6 

P/B (x) 1.4 1.3 1.2 1.1 

Yield (%) 0.0 0.0 0.0 0.0 

ROE (%) 2.4 3.6 5.8 7.4 

Net gearing (%) Net cash Net cash Net cash Net cash 

Source: Company data, Bloomberg, CMBIS estimates  

Tongcheng-Elong (780 HK) 
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Figure 1: 2Q21 financial review 

 
Source: Company data, Bloomberg, CMBIS estimates 

Figure 2: Revenue breakdown  

 
Source: Company data, CMBIS estimates 

Figure 3: CMBIS estimates vs consensus 

  CMBIS  Consensus  Diff (%)  

RMB mn, Dec-YE FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E 

Revenue  8,563   10,659   13,063   8,695   10,820   12,972  -1.5% -1.5% 0.7% 

Gross Profit  6,072   7,622   9,426   6,181   7,707   9,291  -1.8% -1.1% 1.5% 

Operating Profit  816   1,582   2,333   899   1,604   2,406  -9.2% -1.4% -3.0% 

Adj. net profit  1,517   2,136   2,776   1,514   2,116   2,716  0.2% 0.9% 2.2% 

Adj. EPS (RMB)  0.68   0.96   1.25   0.71   0.95   1.16  -3.0% 1.6% 7.8% 

Gross Margin 70.9% 71.5% 72.2% 71.1% 71.2% 71.6% -0.2ppts +0.3ppts +0.5ppts 

Operating Margin 9.5% 14.8% 17.9% 10.3% 14.8% 18.5% -0.8ppts +0.0ppts -0.7ppts 

Adj. net margin 17.7% 20.0% 21.3% 17.4% 19.6% 20.9% +0.3ppts +0.5ppts +0.3ppts 

Source: CMBIS estimates, Bloomberg 
 

Figure 4: Earnings revision 

  New  Old  Diff (%)  

RMB mn, Dec-YE FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E 

Revenue  7,856   9,795   11,550   8,563   10,659  13062.53 -8.3% -8.1% -11.6% 

Gross Profit  5,716   7,194   8,561   6,072   7,622  9425.94 -5.9% -5.6% -9.2% 

Operating Profit  627   1,092   1,557   816   1,582  2332.75 -23.2% -31.0% -33.3% 

Adj. net profit  1,360   1,729   2,132   1,517   2,136  2775.82 -10.4% -19.0% -23.2% 

EPS (RMB)  0.61   0.78   0.96   0.68   0.96  1.25 -10.4% -19.0% -23.2% 

Gross Margin 72.8% 73.4% 74.1% 70.9% 71.5% 0.72 +1.8ppts +1.9ppts +2.0ppts 

Operating Margin 8.0% 11.2% 13.5% 9.5% 14.8% 0.18 -1.6ppts -3.7ppts -4.4ppts 

Net Margin 17.3% 17.7% 18.5% 17.7% 20.0% 0.21 -0.4ppts -2.4ppts -2.8ppts 

Source: Company data, CMBIS estimates 

 

  

RMB mn 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 QoQ YoY Consensus Diff %

Revenue 1,591 2,062 1,956 1,005 1,200 1,915 1,813 1,614 2,138 32% 78% 2,131 0%

Operating Profit 218 347 107 (53) 49 293 92 215 335 55% 581% 268 25%

Net profit 199 294 97 (56) 55 248 80 170 291 72% 432% 220 32%

Adj. net profit 346 419 331 78 196 373 307 296 398 34% 103% 372 7%

Margin (%)

Gross Margin 64.7% 66.9% 70.6% 65.0% 72.3% 72.0% 73.7% 74.7% 76.4% 73.3%

Operating Margin 13.7% 16.8% 5.5% -5.2% 4.1% 15.3% 5.1% 13.3% 15.7% 12.6%

Adj. net margin 21.7% 20.3% 16.9% 7.8% 16.3% 19.5% 16.9% 18.4% 18.6% 17.5%

Growth (%)

Revenue (YoY) 21.0% 22.3% 24.4% -43.6% -24.6% -7.2% -7.3% 60.6% 78.1% 77.5%

Revenue (QoQ) -10.8% 29.6% -5.1% -48.6% 19.4% 59.5% -5.3% -11.0% 32.5% 32.0%

Operating Profit 242.9% 232.2% 201.7% -128.1% -77.5% -15.6% -13.4% -509.0% 580.7% 444.0%

Adj. net profit 60.0% 33.2% 67.7% -82.6% -43.2% -11.1% -7.2% 279.5% 103.0% 89.8%

RMB mn 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 QoQ YoY

Total revenue 1,591 2,062 1,956 1,005 1,200 1,915 1,813 1,614 2,138 32% 78%

Accommodation reservation 553 694 622 229 384 685 647 459 743 62% 93%

Transportation ticketing 937 1,140 1,182 687 726 1,055 1,003 1,023 1,235 21% 70%

Others 100 229 153 89 90 175 162 132 160 22% 78%
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Financial Summary 

Income statement             Cash flow summary           

YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E   YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E 

Revenue 7,393 5,933 7,856 9,795 11,550   Profit before tax 882  398  640  1,105  1,570  

Accommodation 
reservation 

2,358 1,945 2,853 3,793 4,485   D&A 335  379  384  389  394  

Transportation ticketing 4,518 3,471 4,442 5,215 5,964   Change in working capital (212) (525) 612  611  529  

Others 517 516 562 786 1,101   Others 409  (188) 624  449  308  

COGS (2,318) (1,697) (2,140) (2,601) (2,989)   Net cash from operating 1,696  136  2,369  2,742  3,068  

                          

R&D (1,519) (1,246) (1,556) (1,841) (2,102)   Capex & investments (301) (200) (200) (200) (200) 

S&M (2,246) (2,131) (2,946) (3,536) (4,170)   ST investments payments (2,148) (247) 0  0  0  

Administrative expenses (625) (522) (588) (725) (732)   ST investments proceeds 0  0  0  0  0  

Fair value change 106  65  0  0  0    Other (506) (326) 130  0  (0) 

Other income 89  99  0  0  0    Net cash from investing (2,955) (773) (70) (200) (200) 

Other gains/(losses).net (20) 21  0  0  0                

Operating profit 860  382  627  1,092  1,557    Equity raised 0  0  0  0  0  

              Change of debts 68  (77) 0  0  0  

Finance income 35  23  13  13  13    Others 305  254  (13) (13) (13) 

Other income, net (13) (7) 0  0  0    Net cash from financing 373  177  (13) (13) (13) 

Pre-tax profit 882  398  640  1,105  1,570                

              Net change in cash (886) (461) 2,286  2,529  2,855  

Income tax (195) (72) (109) (188) (267)   Exchange difference 13  (6) 0  0  0  

Less: Minority interests 2  2  0  0  0    
Cash at the beginning of the 
year 

3,144  2,271  1,804  4,090  6,620  

Net profit 688  328  531  917  1,303    Cash at the end of the year 2,271  1,804  4,090  6,620  9,475  

Adj. net profit 1,544  954  1,360  1,729  2,132    Cash at balance sheet 2,271  1,804  4,090  6,620  9,475  

                          

                          

Balance sheet             Key ratios           

YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E   YE 31 Dec FY19A FY20A FY21E FY22E FY23E 

Non-current assets 9,792 10,284 9,906 9,462 9,011   Sales mix (%)           

PP&E 1,102 1,226 1,313 1,395 1,472   
Accommodation 

reservation 
31.9 32.8 36.3 38.7 38.8 

Investments 329 389 389 389 389   Transportation ticketing 61.1 58.5 56.5 53.2 51.6 

Land use right 0 0 16 16 16   Others 7.0 8.7 7.2 8.0 9.5 

Intangible assets 7,860 7,481 6,941 6,402 5,862   Total 100.0 100.0 100.0 100.0 100.0 

Deferred income tax 
assets 

201 216 216 216 216               

Prepayment & other 
receivables 

7 6 64 78 90   P&L ratios (%)           

              Gross Margin 68.6 71.4 72.8 73.4 74.1 

Current assets 9,691 8,830 10,877 13,858 17,112   PreTax Margin 11.9 6.7 8.1 11.3 13.6 

Account receivable 2,666 2,020 1,928 2,379 2,779   Tax Rate 17.0 17.0 17.0 17.0 17.0 

Short-term investments  4,541 4,913 4,767 4,767 4,767   Adj. net margin 20.9 16.1 17.3 17.7 18.5 

Restricted cash 213 92 92 92 92               

Cash and cash equivalent  2,271 1,804 4,090 6,620 9,475   Balance sheet ratios           

              Current ratio (x) 1.7 2.1 2.3 2.4 2.5 

Current liabilities 5,606 4,234 4,812 5,889 6,829   Debtors turnover days 50.1 57.3 54.8 54.8 54.8 

Borrowings 107 49 49 49 49   Creditors turnover days 427.5 3190.7 1845.7 1098.4 511.0 

Trade payables 3,429 2,001 2,996 3,641 4,185   Inventory turnover days 0.0 0.0 0.0 0.0 0.0 
Other payables and 
accruals 

2,035 2,120 1,689 2,106 2,483   Net debt / equity ratio (%) 
Net 

cash 

Net 
cash 

Net 
cash 

Net 
cash 

Net 
cash 

Current income taxes 
liabilities 

35 64 77 93 111               

              Returns (%)           

Non-current liabilities 726 863 863 863 863   ROE 5.6 2.4 3.6 5.8 7.4 

Borrowings 133 113 113 113 113   ROA 3.8 1.7 2.7 4.2 5.3 

Deferred income tax 
liabilities 

568 529 529 529 529   
            

Other payables and 
accruals 

25 221 221 221 221   Per share data 
          

              Adj. EPS (RMB) 0.7 0.4 0.6 0.8 1.0 

Total net assets 13,152 14,017 15,108 16,568 18,431   DPS (RMB) 0.0 0.0 0.0 0.0 0.0 

Non-controlling interest (5) 3  3  3  3    BVPS (RMB) 5.9 6.3 6.8 7.5 8.3 

Total equity 13,156 14,014 15,105 16,565 18,428            
Source: Company data, CMBIS estimates  



24 Aug 2021  
 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4 

Disclosures & Disclaimers  

Analyst Certification 
The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities 
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities 
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst 
in this report. 
Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities 
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue 
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve 
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies 
covered in this report.  

 

CMBIS Ratings 
BUY : Stock with potential return of over 15% over next 12 months 
HOLD : Stock with potential return of +15% to -10% over next 12 months 
SELL : Stock with potential loss of over 10% over next 12 months 
NOT RATED : Stock is not rated by CMBIS 

 
OUTPERFORM                    : Industry expected to outperform the relevant broad market benchmark over next 12 months 
MARKET-PERFORM            : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months 
UNDERPERFORM                : Industry expected to underperform the relevant broad market benchmark over next 12 months 

CMB International Securities Limited 
Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888   Fax: (852) 3900 0800 
 

 

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary 
of China Merchants Bank)  
 

 

Important Disclosures 
There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  CMBIS 
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position 
or special requirements.  Past performance has no indication of future performance, and actual events may differ materially from that which is contained in 
the report.  The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the 
performance of underlying assets or other variable market factors.  CMBIS recommends that investors should independently evaluate particular investments 
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions. 
This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or 
its affiliate(s) to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in 
securities or enter into any transaction.  Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be 
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report.  Anyone 
making use of the information contained in this report does so entirely at their own risk. 
The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. 
CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the 
information, advices and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. CMBIS may issue other 
publications having information and/ or conclusions different from this report.  These publications reflect different assumption, point-of-view and analytical 
methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in 
this report. 
CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or 
on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with 
the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report 
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be 
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIS. 
Additional information on recommended securities is available upon request. 
  
For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 
(as amended from time to time)(“The Order”) or (II) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, 
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.  
 
For recipients of this document in the United States 
CMBIS is not a registered broker-dealer in the United States.  As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts.  The research analyst who is primary responsible for the content of this research report is not registered or 
qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”).  The analyst is not subject to applicable restrictions under FINRA 
Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report 
is intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report 
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing 
to effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.    
 
For recipients of this document in Singapore 
This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as 
defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced 
by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers 
Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined 
in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the 
extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report. 


