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 SINA focused on shareholder returns 

 Weibo positioning itself as key video distribution platform 

 Maintain Buy on SINA (USD119 TP) and Weibo (USD59 TP) 

Sina attended our Internet Media and Education Day in Beijing on 9 March. The main 

takeaways include the following: 

SINA. Creating shareholder value remains a key strategy for management. It 

distributed USD376m in Weibo stock to SINA shareholders, repurchased UDS800m 

in convertible bonds and has a USD500m stock buy-back in place through mid-2017. 

With USD1.2bn of net cash (excluding that of Weibo), management has further 

options, including special dividends. In addition, since it has super voting shares of 

Weibo (50% equity stake and ~75% voting power), it can sell down Weibo stock 

while maintaining control. Separately, it expects its portal business to growth this year 

(we have 5% growth), as the mobile revenue mix (HTML 5 and mobile news app) 

reached a tipping point in 4Q (46% of portal revenue). Its news app grew daily active 

users by 3x in 2016, to ~15m. Weibo’s news app does not publish self-media and 

does not do revenue share with content creators. 

Weibo (WB US, USD49.95, Buy, TP USD59). SINA issued guidance for 2017, which 

implied Weibo revenue of USD950m-1bn. We note that figure excludes any potential 

revenue share from the gross merchandise value (GMV) created from its self-media 

video creators. 2.4bn videos were watched daily on Weibo in 4Q and we believe key 

opinion leaders generate material GMV on from these videos. We note video 

advertising accounted for 13% of Weibo’s ad revenue in 4Q, up from 10% in 3Q. 

Weibo is an important distributor of professional video content. In 1Q, Weibo live-

streamed the Super Bowl. It recently bought the rights for NBA highlights for a 5-year 

term. Weibo users typically spend over 30 minutes per day on the app, 50% on the 

main news feed, 25% on the interest feed and the balance on hot topics and other 

features. While the main news feed has limited ad load (given its social aspect), the 

interest feed can support a higher ad load. 

We maintain our Buy ratings on SINA and Weibo. We continued to see SINA as 

undervalued given the rising value from its subsidiary Weibo, the improving 

performance of its portal and cash and investment portfolio. SINA is currently trading 

at USD70.71; when we back out the market price for Weibo, net cash and 

investments, the core business would trade at -USD31/share. We acknowledge its 

portal traffic and revenue are declining, but we expect revenue to return to growth in 

2017, driven by mobile ads. Our thesis on Weibo rests on two points. First, we 

believe Weibo will continue to thrive as a public social media platform, and user 

growth and rising engagement will to higher monetization. Second, we expect 

margins to expand rapidly over the next few years, driven by rising scale.   

Flashnote 

9 March 2017 

 
MAINTAIN BUY 

TARGET PRICE (USD) PREVIOUS TARGET (USD) 

119.00 119.00  

SHARE PRICE (USD) UPSIDE/DOWNSIDE 

70.71 +68.3% 
(as of 08 Mar 2017) 

MARKET DATA 
Market cap (USDm) 5,012  Free float 100%  

Market cap (USDm) 5,012  BBG SINA US 

3m ADTV (USDm) 112  RIC SINA.OQ 

FINANCIALS AND RATIOS (USD) 
Year to 12/2016a 12/2017e 12/2018e 12/2019e 

HSBC EPS 1.41 3.28 4.77 6.25 

HSBC EPS (prev) - - - - 

Change (%) - - - - 

Consensus EPS 1.41 2.40 3.47 5.06 

PE (x) 50.3 21.6 14.8 11.3 
Dividend yield (%) 0.0 0.0 0.0 0.0 

EV/EBITDA (x) 15.5 7.0 3.9 2.0 

ROE (%) 3.7 7.9 10.5 11.5 

52-WEEK PRICE (USD) 
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Financial statements 

Year to 12/2016a 12/2017e 12/2018e 12/2019e 

Profit & loss summary (USDm)     

Revenue 1,031 1,412 1,798 2,215 

EBITDA 207 403 596 795 

Depreciation & amortisation -44 -37 -47 -58 

Operating profit/EBIT 73 274 429 585 

Net interest 26 24 28 34 

PBT 305 334 493 655 

HSBC PBT 305 334 493 655 

Taxation -27 -63 -94 -124 

Net profit 225 181 262 340 

HSBC net profit 109 243 353 463 

Cash flow summary (USDm)     

Cash flow from operations 397 431 608 793 

Capex -37 -56 -72 -88 

Cash flow from investment -37 -56 -72 -88 

Dividends 0 0 0 0 

Change in net debt 553 -375 -537 -705 

FCF equity 170 307 459 616 

Balance sheet summary (USDm)    

Intangible fixed assets 12 12 12 12 

Tangible fixed assets 1,617 1,437 1,465 1,497 

Current assets 2,656 3,021 3,791 4,748 

Cash & others 1,797 2,172 2,709 3,414 

Total assets 4,285 4,470 5,268 6,257 

Operating liabilities 1,041 1,255 1,472 1,707 

Gross debt 0 0 0 0 

Net debt -1,797 -2,172 -2,709 -3,414 

Shareholders' funds 3,091 3,062 3,642 4,397 

Invested capital 1,447 1,043 1,087 1,136 

 
 
Ratio, growth and per share analysis 

Year to 12/2016a 12/2017e 12/2018e 12/2019e 

Y-o-y % change     

Revenue 17.1 37.0 27.3 23.2 

EBITDA 23.6 94.6 47.8 33.4 

Operating profit 499.5 274.1 56.4 36.4 

PBT 560.0 9.5 47.7 32.9 

HSBC EPS 51.8 133.0 45.4 31.2 

Ratios (%)     

Revenue/IC (x) 1.0 1.1 1.7 2.0 

ROIC 16.5 24.0 42.0 53.9 

ROE 3.7 7.9 10.5 11.5 

ROA 6.4 6.2 8.2 9.2 

EBITDA margin 20.1 28.6 33.1 35.9 

Operating profit margin 7.1 19.4 23.8 26.4 

EBITDA/net interest (x)         

Net debt/equity -58.1 -70.9 -74.4 -77.6 

Net debt/EBITDA (x) -8.7 -5.4 -4.5 -4.3 

CF from operations/net debt         

Per share data (USD)     

EPS Rep (diluted) 2.90 2.44 3.54 4.60 

HSBC EPS (diluted) 1.41 3.28 4.77 6.25 

DPS 0.00 0.00 0.00 0.00 

Book value 43.97 43.55 51.81 62.54  

 

 
Valuation data 

Year to 12/2016a 12/2017e 12/2018e 12/2019e 

EV/sales 3.1 2.0 1.3 0.7 

EV/EBITDA 15.5 7.0 3.9 2.0 

EV/IC 2.2 2.7 2.1 1.4 

PE* 50.3 21.6 14.8 11.3 

PB 1.6 1.6 1.4 1.1 

FCF yield (%) 3.4 6.1 9.2 12.3 

Dividend yield (%) 0.0 0.0 0.0 0.0 

* Based on HSBC EPS (diluted) 

 
  
Issuer information 
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Sum-of-parts valuation 

 Methodology Value/share Valuation and risks for Sina: We maintain our target price of USD119 on Sina based on 
USD86/share for its 50% stake in Weibo, USD4/share for portal, USD15/share for net cash and 
USD15/share for its investments. Our target price implies 68.3% upside from current levels, and we 
retain our Buy rating. Key downside risks for our rating include worse-than-expected declines in 
the portal, as well as weaker monetization and lower margins.  

Valuation and risks for Weibo (WB US, Buy, USD49.95, TP USD59): Our DCF-based TP uses 
Weibo’s latest two-year beta of 1.334, 2.5% risk-free rate, an equity risk premium of 6% and a 
terminal growth rate of 5%, which yield a WACC of 10.5%. Our target price implies 18.1% upside 
and we rate the stock Buy as we believe Weibo will continue to thrive as a public social media 
platform, and user growth and rising engagement will to higher monetization. We also expect 
margins to expand rapidly over the next few years, driven by rising scale. Key downside risks 
include failure to retain popular KOLs and generate interesting content, more scrutiny regulations 
on online advertising, time spent eroded by other forms of entertainment and social media, weaker 
advertising sentiment and weaker-than-expected execution 

Weibo 50% equity interest of Weibo target value USD86 
Core SINA 1x 2017e portal revs USD4 
Net cash 2017 estimated  USD15 
Investments Last reported book value USD15 
Subtotal  USD119 
Discount  0% 
Total value  USD119 

Source: Company data, HSBC estimates 
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Disclosure appendix 

Analyst Certification 

The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the 

opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their 

personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 

recommendation(s) or views contained in this research report: Chi Tsang, CFA and Qin Wang 

Important disclosures 

Equities: Stock ratings and basis for financial analysis 

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's 

existing holdings, risk tolerance and other considerations and that investors utilise various disciplines and investment horizons 

when making investment decisions. Ratings should not be used or relied on in isolation as investment advice. Different 

securities firms use a variety of ratings terms as well as different rating systems to describe their recommendations and 

therefore investors should carefully read the definitions of the ratings used in each research report. Further, investors should 

carefully read the entire research report and not infer its contents from the rating because research reports contain more 

complete information concerning the analysts' views and the basis for the rating. 

From 23rd March 2015 HSBC has assigned ratings on the following basis: 

The target price is based on the analyst’s assessment of the stock’s actual current value, although we expect it to take six to 12 

months for the market price to reflect this.  When the target price is more than 20% above the current share price, the stock will 

be classified as a Buy; when it is between 5% and 20% above the current share price, the stock may be classified as a Buy or a 

Hold; when it is between 5% below and 5% above the current share price, the stock will be classified as a Hold; when it is 

between 5% and 20% below the current share price, the stock may be classified as a Hold or a Reduce; and when it is more 

than 20% below the current share price, the stock will be classified as a Reduce. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation or resumption of coverage, 

change in target price or estimates).  

Upside/Downside is the percentage difference between the target price and the share price. 

Prior to this date, HSBC’s rating structure was applied on the following basis: 

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, 

regional market established by our strategy team. The target price for a stock represented the value the analyst expected the 

stock to reach over our performance horizon. The performance horizon was 12 months. For a stock to be classified as 

Overweight, the potential return, which equals the percentage difference between the current share price and the target price, 

including the forecast dividend yield when indicated, had to exceed the required return by at least 5 percentage points over the 

succeeding 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, 

the stock was expected to underperform its required return by at least 5 percentage points over the succeeding 12 months (or 

10 percentage points for a stock classified as Volatile*).  Stocks between these bands were classified as Neutral. 

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 

months (unless it was in an industry or sector where volatility is low) or if the analyst expected significant volatility.  However, 

stocks which we did not consider volatile may in fact also have behaved in such a way.  Historical volatility was defined as the 

past month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 

however, volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 

Rating distribution for long-term investment opportunities 

As of 09 March 2017, the distribution of all independent ratings published by HSBC is as follows: 

 

Buy 45% ( 25% of these provided with Investment Banking Services ) 

Hold 40% ( 26% of these provided with Investment Banking Services ) 

Sell 15% ( 18% of these provided with Investment Banking Services ) 




 

 

 

5 

EQUITIES ● INTERNET 

9 March 2017 

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to 

current rating models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our current 

model Buy = Buy, Hold = Hold and Reduce = Sell.  For rating definitions under both models, please see “Stock ratings and basis 

for financial analysis” above. 

For the distribution of non-independent ratings published by HSBC, please see the disclosure page available at 

http://www.hsbcnet.com/gbm/financial-regulation/investment-recommendations-disclosures. 

Share price and rating changes for long-term investment opportunities 

Sina (SINA.OQ) share price performance USD Vs HSBC 

rating history 

 Rating & target price history 

From To Date  Analyst 

Overweight (V) Buy 24 Apr 2015 Chi Tsang 

Target price Value Date  Analyst 

Price 1 59.23 22 May 2014 Chi Tsang 
Price 2 67.69 20 Aug 2014 Chi Tsang 
Price 3 46.07 24 Nov 2014 Chi Tsang 
Price 4 44.19 28 Jan 2015 Chi Tsang 
Price 5 46.07 11 Mar 2015 Chi Tsang 
Price 6 44.19 19 May 2015 Chi Tsang 
Price 7 62.99 02 Jul 2015 Chi Tsang 
Price 8 65.81 19 Aug 2015 Chi Tsang 
Price 9 74.27 12 May 2016 Chi Tsang 
Price 10 91.19 09 Aug 2016 Chi Tsang 
Price 11 105.00 22 Nov 2016 Chi Tsang 
Price 12 119.00 27 Feb 2017 Chi Tsang 

Source: HSBC  

 

Source: HSBC 

 
 

Weibo Corp (WB.O) share price performance USD Vs 

HSBC rating history 

 Rating & target price history 

From To Date  Analyst 

N/A Overweight (V) 24 Nov 2014 Chi Tsang 
Overweight (V) Buy 24 Apr 2015 Chi Tsang 

Target price Value Date  Analyst 

Price 1 25.00 24 Nov 2014 Chi Tsang 
Price 2 23.00 28 Jan 2015 Chi Tsang 
Price 3 24.00 11 Mar 2015 Chi Tsang 
Price 4 22.00 19 May 2015 Chi Tsang 
Price 5 21.00 02 Jul 2015 Chi Tsang 
Price 6 23.00 19 Aug 2015 Chi Tsang 
Price 7 22.00 19 Nov 2015 Chi Tsang 
Price 8 20.00 04 Feb 2016 Chi Tsang 
Price 9 21.00 03 Mar 2016 Chi Tsang 
Price 10 28.00 12 May 2016 Chi Tsang 
Price 11 40.00 09 Aug 2016 Chi Tsang 
Price 12 50.00 22 Nov 2016 Chi Tsang 
Price 13 59.00 27 Feb 2017 Chi Tsang 

Source: HSBC 

 

 

Source: HSBC 

 
 

To view a list of all the independent fundamental ratings disseminated by HSBC during the preceding 12-month period, please 

use the following links to access the disclosure page: 

Clients of Global Research and Global Banking and Markets: www.research.hsbc.com/A/Disclosures 

Clients of HSBC Private Banking: www.research.privatebank.hsbc.com/Disclosures 
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HSBC & Analyst disclosures 

Disclosure checklist 

Company Ticker Recent price Price date Disclosure 

SINA SINA.OQ 70.71 08 Mar 2017 4, 6, 7 

Source: HSBC     

 
1 HSBC has managed or co-managed a public offering of securities for this company within the past 12 months. 

2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 3 

months. 

3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 

4 As of 31 January 2017 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 

5 As of 31 January 2017, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 

6 As of 31 January 2017, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-investment banking securities-related services. 

7 As of 31 January 2017, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 

8 A covering analyst/s has received compensation from this company in the past 12 months. 

9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 

10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 

11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 

12 As of 06 March 2017, HSBC beneficially held a net long position of more than 0.5% of this company’s total issued share 

capital, calculated according to the SSR methodology. 

13 As of 06 March 2017, HSBC beneficially held a net short position of more than 0.5% of this company’s total issued share 

capital, calculated according to the SSR methodology.  
HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt 

(including derivatives) of companies covered in HSBC Research on a principal or agency basis. 

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 

banking, sales & trading, and principal trading revenues.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Economic sanctions imposed by the EU and OFAC prohibit transacting or dealing in new debt or equity of Russian SSI entities. 

This report does not constitute advice in relation to any securities issued by Russian SSI entities on or after July 16 2014 and as 

such, this report should not be construed as an inducement to transact in any sanctioned securities. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 

company available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for 

queries regarding other research reports. In order to find out more about the proprietary models used to produce this report, 

please contact the authoring analyst. 
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Additional disclosures 

1. This report is dated as at 09 March 2017. 

2. All market data included in this report are dated as at close 08 March 2017, unless a different date and/or a specific time of 

day is indicated in the report. 

3. HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 

operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 

procedures are in place between the Investment Banking, Principal Trading, and Research businesses to ensure that any 

confidential and/or price sensitive information is handled in an appropriate manner. 

4. You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument. 

Production & distribution disclosures 

1. This report was produced and signed off by the author on 09 Mar 2017 10:15 GMT. 

2. In order to see when this report was first disseminated please see the disclosure page available at 

https://www.research.hsbc.com/R/34/sKXMf6C 
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