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Company description 

TK Group Holdings Limited (“TK”) is a one-stop 

total plastics solutions provider in PRC, who 

engaged in the design and fabrication of plastic 

injection molds and manufacturing of plastic 

components employing the plastic injection 

molds. Its customers are believed to include 

world renowned brands such as Apple, Google 

Jabra, Philips, Polycom and major German 

automobile brands. TK Group ranked the 

second in terms of revenue from fabricating 

plastic injection molds in the PRC in 2012. 

 

Price Chart 

 

Sources: Bloomberg, CIRL 

 

  Expects recovery in FY24E, strong balance sheet 
 
We had an operational update meeting with TK’s management in Hong Kong 
this Monday (May 6). TK’s FY23 revenue and net profit was down 
14.6%/10.0% Yoy respectively to HK$1,945mn/HK$204mn, due to weak 
downstream demand. However, blended GM managed to grow 2.7 ppts Yoy 
to 26.4% (the highest since FY20), thanks to mold fabrication GM soared 10 
ppts Yoy to 37.0% (similar to FY17 and FY18 level) and set off the 1.4 ppts 
Yoy drop in plastic products GM. The huge increment in mold fabrication GM 
was mainly lead by i) lower raw material cost, ii) improved operating 
efficiency through automation and iii) RMB depreciation during the 
period. We expect mold fabrication GM would still be >30% driven by 
operating efficiency , while plastics components GM would be ~mid-20s 
in FY24E driven by downstream demand recovery and new clients’ order 
ramp up. TK’s current mold fabrication and plastics components segment 
utilization rose to >90%/>50% (vs. ~83%/<50% in FY23). With higher 
utilization rate, we expect this would benefit TK’s result to recover, 
accompanied by gradual GM improvement. 
 
TK’s financial position remains strong, with net operating cash inflow up 20% 
Yoy to HK$445mn in FY23, and net cash position at ~HK$1.1bn (~72% of 
TK’s market cap), which enabled TK to raise its dividend payout ratio to 80% 
level in FY23. With CAPEX remains low in FY24E, we expect payout ratio 
would be able to stay >50%.   
 
  FY24E main growth drivers: Consumer electronics recovery + 
electronic atomizers’ order ramp up + new clients’ contribution 
 
TK’s order book came in at HK$830mn (+2.0% Yoy) in FY23, which was 
mainly contributed by automotive, medical & healthcare, which accounted for 
46% of total order book. Management shared that order book further increase 
to ~HK$1bn in Apr, which we believe has set up a good fundamental for TK’s 
recovery in FY24E & FY25E. Revenue from electronic atomizers and 
automobiles each grew 63%/23% Yoy to ~HK$200mn/HK$370mn in FY23 
and took up 10.5%/18.6% of total revenue. 
 
Order ramp up from electronic atomizers, continue to support TK’s revenue 
growth, while smartphones & wearables and automobiles would continue to 
play a part. TK is still optimistic towards its electronic atomizers, as it is not 
only being driven by e-cigarettes but also can be used in medical devices to 
atomize drugs into micron-sized aerosols. 
 
TK continues to diversify its client portfolio, and having successfully tapped 
into a leading global AR company (we beliver to be Meta), a leading brand of 
bone conduction earphone and a renowned wearable camera company (we 
believe to be Insta360 with ~50% global market share in consumptive 
panoramic camera market in 2022) in China.  
 
   FY24E CAPEX stay low, ample cash for potential M&A and share 

buyback  
 
TK’s FY23 CAPEX came in at ~HK$70mn and expects FY24E would be 
similar, in which ~40-50% would invest in Mexico (invest in a plastic 
component manufacturing plan based on current clients’ needs), while 
remaining would be maintenance CAPEX. With ample cash on hand, TK is 
still seeking for M&A opportunities that would bring synergy to the group. 
Given its leading position in the industry, we still believe TK would enjoy a 
stronger bargaining power when suitable target emerges. Management also 
considers to kick off share buybacks when suitable. 
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Attractive and defensive industrial play 
Rating Maintain BUY     

Target price 

 

HK$2.44     

Current price 

 

HK$1.90 Upside:+28.5%    
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  Undemanding valuation on healthy financial position and solid fundamentals, Maintain BUY   

 

We estimate TK’s revenue and net profit to grow 12.5%/18.5% CAGR in FY23-26E, it’s FY24E 6.1x PE (~1 s.d. below 
its average PE since listed in end-2013, and ~50% discount to Hong Kong and international peers) looks undemanding 
to us. We arrive TK’s new TP at HK$2.44 which translates to FY24E 7.8x PE (35% discount to peers) and near its 
average PE since listing. 

With CAPEX expected to stay relatively low in FY24E (vs. FY16-FY22), we expect TK’s >50% payout ratio can be 
maintained in FY24E, this translates into 10.8%/13.6% dividend yield in FY23/24E. With ~HK$1.1bn net cash on hand 
(~72% of total market cap) in FY23, and expect stable cash inflow ahead would provide a solid foundation for TK’s 
long-term development. In view of TK’s strong financial position, we still regard TK as a good defensive play in industrial 
universe, we reiterate TK’s rating at BUY. As TK’s net profit normally skewed to 2H (40/60 split on average in 
FY17-19), based on our current FY24E net profit forecast, we expect TK would be able to issue positive profit 
alert in late 2Q24/ early 3Q24. With multiple catalysts ahead and healthy financial position, we expect TK would 
receive increasing investors’ interest before 1H24 result (due in late-Aug)  

 

Exhibit 1: TK 1H18-2H23 profit and loss summary  

  

 

Source: Company data, CIRL 
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Exhibit 2: Key assumptions 

  

 

Source: Company data, CIRL estimates 

 

Exhibit 3: Both segment’s GM rebounded in 2H23  
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Sources: Company data, CIRL  
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Exhibit 4: Automobile and electronic atomizers’ revenue growth outpaced consumer electronics in FY23 
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Sources: Company data, CIRL 

 

 

Exhibit 5: Automobiles, healthcare & medical devices contributed ~37% of FY23 revenue  
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Sources: Company data, CIRL 
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Exhibit 6: Financial forecast 

   

 

Source: Company data, CIRL estimates 

Exhibit 7: Peers’ valuation comparison 

   

 

Source: Bloomberg, CIRL (Market data as of May 7 afternoon) 
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Exhibit 10: TK Group 12 month forward P/E Ratio 
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Source: Bloomberg, CIRL 

 

Risk Factors  

Downside risks include: 1) Longer than expected global economic recovery; 2) Escalating trade-war 

tensions; 3) Plastic production orders are short-term, contractor/customer may switch supplier; 4) Lack of 

choice in raw material supply; 5) Competition from overseas’ players; 6) rapidly changing technology 

trends, customers no longer lead in their respective industry. 7) Secondary market liquidity risk; 8) Euro 

depreciation; 9) RMB appreciation 
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Rating Policy 

 

 Rating  Definition 

Stock Rating 
Buy Outperform HSI by 15% 

Neutral Between -15% ~ 15% of the HSI 

Sell Underperform HSI by -15% 

Sector Rating 
Accumulate Outperform HSI by 10% 

Neutral Between -10% ~ 10% of the HSI  

Reduce Underperform HSI by -10% 
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Analyst Certification 

I, Hayman Chiu, Research Director of Cinda International Research Limited., hereby certify that all of the views 

expressed in this report accurately reflect my personal views about the subject company or companies and its or their 

securities. I also certify that no part of my compensation was / were, is / are or will be directly or indirectly, related to the 

specific recommendations or views expressed in this report / note. 

 

Disclaimer 

This report has been prepared by the Cinda International Research Limited. Although the information and opinions 

contained in this report have been compiled or arrived at from sources believed to be reliable, Cinda International 

Research Limited cannot and does not warrant the accuracy or completeness of any such information and analysis. 

The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Recipients 

should understand and comprehend the investment objectives and its related risks, and where necessary consult their 

own financial advisers prior to any investment decision. The report may contain some forward-looking estimates and 

forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable 

and mutable situation, so may contain uncertainty. Any opinions expressed in this report are subject to change without 

notice. The report is published solely for information purposes, and it does not constitute any advertisement and should 

not be construed as an offer to buy or sell securities. Cinda International Research Limited will not accept any liability 

whatsoever for any direct or consequential loss arising from any use of the materials contained in this report. This 

document is for the use of intended recipients only, the whole or a part of this report should not be reproduced to others. 
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