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China ACM (NasdaqGM : CADC) 
China Advanced Construction Materials Trades at a 
Low Valuation Despite Exceptional Growth and Strong 
Industry Fundamentals 

Strong Buy 

       
Recent Price: US$6.60  Summary and Investment Opportunity 

 China ACM Likely to Extend Exceptional Track Record of Growth and Success 
China ACM provides technologically and environmentally superior concrete solutions to 
leading contractors in the PRC.  The Company is the ready-mix concrete leader in the PRC’s 
largest local market (Beijing), and is a leader throughout the country for China’s rapidly 
expanding high-speed railway network.  The Company already boasts a seven year track 
record of growth and profitability and operates in an industry that is accelerating towards 
30% annual growth.  We believe the Company’s superior “ready-mix” concrete technology, 
key industry and government relationships, and strong financial performance make it an 
exceptional investment opportunity and a likely industry leader for the foreseeable future. 
 China’s Emphasis on the Environment Solidly Benefits China ACM 
Due to its pollution problems, China has mandated the use of more environmentally-friendly 
products and processes across its entire industrial base, and has strongly incentivized those 
companies that can provide them.  China ACM is one of only 10 companies in China that has 
earned the government’s “Certificate of China Environmental Protection, Concrete,” which 
gives it a strong competitive advantage when bidding on key government construction 
projects.  Additionally, beginning in CY2009, China ACM began receiving preferred tax 
treatment due to the environmental advantages of its ready-mix concrete products. 
 Company’s Focus on Highest Margin Segments is Improving Financial Results 
China ACM’s high-margin Manufacturing Services business, which operates mobile 
concrete plants supporting the PRC’s railway projects in several provinces, is growing much 
more quickly than China ACM is as a whole.  As a result, we foresee higher overall gross, 
operating, and net margins for the Company, as this business becomes a larger percentage of 
overall sales.  The Company’s much smaller Technical Services Business is also growing 
rapidly and carries even higher margins, further intensifying this effect. 
 China ACM Trades a Low Multiples Despite its Strong Financial Performance 
Given China ACM’s strong past and likely strong future financial performance, we believe it 
should carry a far higher P/E multiple than its current trailing P/E of just 7.67x FY 2009 
Diluted EPS.  The Company has a reasonably strong balance sheet, an excellent new 
business pipeline, superb industry and government relationships, and operates in an industry 
that benefits from very strong regulatory and economic fundamentals.  This should translate 
into a premium multiple for the Company.  Therefore, we are setting our 12-month price 
target at $12.60 per share, and rate the shares of China ACM a Strong Buy. 

Market Data (closing prices, Oct 29, 2009) 
Market Capitalization  (mln) 92.6 

 

Enterprise Value (mln) 112.6 
Basic Shares Outstanding (mln) 14.3 
Fully Diluted Shares (mln) 00.0 
Avg. Volume (90 day, approx.) 16,306 
Institutional Ownership (%) 00.0 
Insider Ownership (%) 62.9% 
Exchange OTC Bulletin Board* 

Balance Sheet Data (as of June 30, 2009) 
Shareholders’ Equity (mln) 30,042 
Price/Book Value 3.1x 
Cash (000s) 3,635 
Net Working Capital (000s) 5,267 
Long-Term Debt (000s) 0 
Total Debt to Equity Capital .667 

 
Company Overview 
China Advanced Construction Materials Group 
produces and supplies ready mix concrete 
materials for the commercial, residential, and 
infrastructure developments primarily in the 
People’s Republic of China.  China ACM is a 
leader in the local Beijing market and in 
China’s burgeoning transportation market, 
providing its technologically and 
environmentally superior ready-mix concrete 
solutions to many of the nation’s top 
contractors and for many of the PRC’s 
marquis projects, such as the Beijing Airport. 

Company Contact Information 
David K. Waldman / Klea K. Theoharis 
Crescendo Communications, LLC 
(212) 671‐1020 
cadc@crescendo-ir.com 

 

P&L (000s) FY’08A FY’09A 
Q1 

‘10E 
Q2 

’10E 
Q3 

’10E 
Q4 

‘10E FY’10E FY’11E 
Revenues 27,565 39,715 12,064 17,928 13,905 26,927 70,825 85,824 
Rev CAGR 30.7% 44.1% 134.9% 65.6% 49.9% 84.8% 78.3% 21.2% 
Op. Exp. 1,947 1,718 850 950 1,050 1,150 4,000 4,900 
Op. Margin 17.5% 33.9% 19.3% 25.7% 24.1% 25.0% 24.0% 26.5% 
Net Income 5,164 12,068 2,222 4,370 3,159 6,569 16,319 21,580 
Net Margin 18.7% 30.4% 24.0% 26.7% 24.6% 27.1% 25.9% 26.7% 
Diluted EPS .55 .86 .15 .29 .20 .41 1.05 1.29 
Diluted shrs. 9,256 14,032 14,600 15,000 15,500 16,000 15,500 16,700 
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Industry Background 

 
Economy and the Construction Industry in the PRC 
The People’s Republic of China is by far the largest developing nation in the world.  The PRC has had average 
economic growth in the 8%+ range for the last 30 years, and given its large budget and trade surpluses, it is 
currently making massive investments in national infrastructure.  These investments include large expansions in 
the nation’s road and rail networks, and associated buildings and terminals, as well as in the country’s large 
international airports.  The PRC is also building out large public works projects, such as arts centers, stadiums, 
and recreational areas such as swimming centers.  In addition, the strong economic climate is spurring high 
levels of private investment in construction projects, which include commercial buildings and convention 
centers, as well as a myriad of large and small private endeavors.  The net effect of all this has been a veritable 
boom in the construction industry, which grown at 25% for the past 10 years and is expected to grow at 30% for 
at least the next several years. 
 

National Centre for  
Performing Arts 

Beijing International 
Airport 

Olympic Staduim 
“Bird’s Nest” 

   
     Source: Recent Projects, China Advanced Construction Materials 
 
 
Environment 
Unfortunately, this boom in construction has not come without a cost.  Traditionally, construction projects have 
been quite challenging for the environment, as the processes of demolition and construction tend to be highly 
pollutive.  This has been even truer in the PRC than in the developed world, because historically China has been 
inefficient and pollutive in its construction techniques, and especially in its production of construction materials 
such as concrete.  However, in the last couple of years the PRC has evidenced a strong focus on cleaning up the 
environment, which among other things has included a mandate to use more environmentally-friendly 
construction techniques and processes and the creation of strong financial and tax incentives for those 
companies that lead the way. 
 
Concrete and Cement 
The concrete and cement industry is characterized by high numbers of smaller providers and only a few larger, 
more developed companies; the Company indicates it believes there are at least 130 competitors in Beijing and 
several thousand in China as a whole.  The smaller providers tend to employ highly pollutive, on-site concrete 
mixing equipment and produce concrete through non-computerized, highly inefficient processes.  These 
providers are not only damaging to the environment, but their machinery also causes other significant problems 
such as traffic disruption.  Also, these providers tend to use new (vs. recycled) raw inputs that cause them to 
have higher costs and cause additional damage to the environment.  In fact, China has historically employed on-
site concrete production for a much larger percentage of its construction needs than is typical in the developed 
world. 
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 Developed  
Countries 

China 

Ready-Mix 80% 30% 

   Onsite 20% 70% 

 Source: China Advanced Construction Materials 
 
The solution to many of these problem is the use of ready-mix concrete.  Ready-mix is formulated and mixed 
according to strict formulation guidelines in an off-site concrete plant and then transported to the construction 
site, typically in a concrete truck.  Because it is mixed in a quality-controlled environment, ready-mix concrete 
can use a high percentage of recycled materials, giving it both lower cost and a much smaller environmental 
footprint.  It is often of a much higher quality as well, improving building quality and facilitating the use of 
concrete in more engineering-strenuous structural designs. 
 
Because of the many advantages of ready-mix concrete, in 2004 the PRC government enacted legislation 
mandating the phase-out of on-site concrete production in the top 20 metro regions of China during the 
subsequent three years.  We believe that this is indicative of a long-term governmental focus on improving the 
environment in China, which has benefitted and should continue to benefit China ACM as business shifts away 
from smaller, less-efficient providers.  Notably, this same trend also creates significant acquisition opportunities 
for the Company as failed competitors’ assets become available at very low cost.   
 
Conclusion 
Due to the strong economic and regulatory tailwind currently being experienced by the construction industry in 
general and the ready-mix concrete industry in particular, we believe that China ACM and other companies like 
it are likely to experience a long-term cycle of growth and prosperity.  Without a doubt, the strong economic 
environment in China will continue for at least the next few years, and the PRC’s increasing focus on 
environmentally sound technologies is likely to persist and/or strengthen ad infinitum.  These factors can only 
bode well for those larger, more technology-driven construction materials companies, such as China ACM. 
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Company Analysis 
Corporate Overview 
China Advanced Construction Materials provides environmentally-friendly ready-mix concrete solutions to 
support China’s strong construction initiatives.  The Company provides its products and services through three 
primary lines of business: 
 
 The Company operates eight fixed-location concrete plants in Beijing, the PRC’s largest local market, from 

which it derives its “Concrete sales” revenue. 
 

 China ACM operates nine more portable plants that serve the nation’s railway construction needs.  It 
recognizes high-margin revenue from these plants as “Manufacturing services” revenues; these plants 
generate much higher gross margins than its fixed-location plants because contractors provide all raw 
materials for these mobile plants. 

 
 The Company also provides technical services to other industry participants, and in times of extra capacity, 

rents out concrete mixer equipment. 
 
China ACM is based in New York, NY, although 100% of its operations are in the People’s Republic of China.  
It trades on the Nasdaq Global Market (NasdaqGM) under the symbol CADC.  Also, it is notable that the 
Company just recently announced a record quarter and fiscal year, and is fairly sanguine about its new 
business pipeline and hence FY2010 results.  The Company is on a June fiscal year, and strong results in 
FY2010 would of course suggest a significantly higher stock price than that at which the Company’s shares 
currently trade. 
 
Products and Services 
China Advanced Construction Materials is a large, highly-specialized company that provides proprietary 
concrete products and services to China’s construction industry.  In addition to the traditional business of 
maintaining fixed-location product plants and selling concrete within a local market, the Company also markets 
and sells it concrete via mobile production plants that can, for example, move along with a railroad as it is 
constructed.  These mobile plants allow China ACM to serve the PRC’s railway construction initiatives and also 
allow it to develop rich working relationship with non-Beijing-based contractors, which we believe bode well 
for the Company’s ability to maintain its high growth into the distant future. 
 

Standard “Fixed Location” Concrete Plant China ACM’s 
Portable Concrete Plant 
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Concrete 
China ACM maintains an independent and segregated research and development department that is responsible 
for the creation and ongoing improvement and development of the Company’s intellectual property, which does 
also carry some patent protection 1 .  This department has created proprietary formulations both for low-
cost/high-volume applications and for higher-cost/low-volume applications, giving the Company a full range of 
products that allow it to bid for and successfully build out just about any concrete-related construction project.  
Also, note that China ACM provides a 100 year warranty on its concrete, versus an industry norm of just 50 
years.  The Company states that it is able to do this due to the superior formulation of its concrete. 
 

Common Industry Mixtures 
(low price, high volume) 

Leading Technical Blends  
(high price, low volume) 

Ready-mixed Concrete Blends:  
C15 to C100  

Compound Admixture Concrete 

Controlled Low-Strength Material (CLSM)  Lightweight Aggregate Concrete 

High-Strength Concrete with Customized Fibers  Energy-saving Phase change thermostat concrete 

Soil Cement, Unique Foundation Concrete  C100 High Performance Concrete 

 
Services & Other 
In addition to its concrete manufacturing capability, the Company derives additional revenues by providing 
management and technical expertise to the operators of other concrete manufacturing facilities, and when extra 
capacity exists, by renting out its concrete mixers.  Although these activities only contribute a small percentage 
of the Company’s overall sales, they do tend to carry extremely high margins. 
 
Certifications 
China ACM has garnered an impressive array of certifications for its products and for its manufacturing 
processes – these certifications give it a pronounced competitive advantage over the smaller myriad competitors 
it contends with. 
 

China ACM Certifications 
Certificate of China Environmental Protection 
Concrete  

Only ten companies in China are thus certified by the 
Ministry of Environmental Protection of China   

The Certificate of Harm & Poison Free (Green) 
Indoor Decoration & Building Materials  

Issued by China Association of Decoration & Building 
Materials  

China Construction Industry Association 
Certification  

High performance concrete and 
pumping technology for lightweight concrete  

ISO Certified  ISO9001 
ISO14001 
ISO28001  

 
                                                
1 The Company typically does not apply for patent protection for its formulations because doing so would require that they 
detail the processes and formulations as a matter of public record, thus making them available for would-be competitors to 
copy.  They choose instead to keep them secret through strict security procedures and the maintenance of a segregated 
R&D department. 
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Target Markets and Market Size 
Broadly defined, China ACM targets any construction project that uses cement and concrete, including 
residential and commercial projects and the largest national infrastructure projects.  However, in many cases its 
relationship lies not with the owner of the project, but with the contractor or construction company the owner 
has hired to complete it.  Obviously, the degree to which the Company targets project owners varies with size – 
it often directly bids for large government and PRC projects, while it relies on its contractor relationships for 
many of its other projects.  Overall, the Company derives approximately 75% of its revenues from large 
infrastructure projects. 
 
Due to the extremely large Chinese construction industry, which is currently growing at between 25% - 30% per 
year, we do not consider market size to be a limiting factor for China ACM for the foreseeable future.  In fact, 
by establishing so many contractor relationships outside of Beijing through its railway construction projects, 
China ACM is effectively expanding its target market from the local Beijing area to almost the entire nation of 
China. 
 
Growth Plan 
China ACM has a rather simple and straightforward growth plan – in our experience, these are exactly the types 
of plans most likely to actually be achieved.  The China ACM growth model is as follows: 
 

1. Expand geographic reach of fixed location plants into neighboring metropolitan areas, such as Tianjin, a 
major population center approximately 70 miles southeast of Beijing.  The Company plans to do this by 
either building new concrete plans and/or acquiring the assets of those competitors that lack the 
Company’s technological and environmental advantages and have been unable to compete. 

2. Continue to build and strengthen relationships with large contractors and construction companies 
throughout China. 

3. Strengthen and maintain standing with the PRC government, and continue to bid on and win major PRC 
infrastructure and national landmark contracts (see Appendices A and B). 

4. Extend technology lead over competitors, thus maintaining or even extending cost and pollution 
advantages over competing offerings. 

 
We believe that each part of this plan will be relatively easy for China ACM to achieve, as each part is mostly 
just an extension of the Company’s current success in each area. 
 
However, note that this plan does have one creative wrinkle on the strategic side that we think is particularly 
exciting for the Company’s shareholders.  Like most high-end construction companies in China, China ACM’s 
historical core business has been mostly local to the Beijing area, as the economics of concrete manufacture and 
transportation do not typically support long-distance projects.  However, beginning in the most recent fiscal 
year, China ACM began heavily investing in portable concrete plants, which carry a very high annual ROIC of 
almost 30%, and which allow it to move its manufacturing capacity to where it is needed.  This is an obvious 
benefit that has allows the Company to win railway contracts and supply the concrete to local contractors who 
are responsible for the actual construction.  However, there is a less obvious benefit that is perhaps even more 
important in the long-term: this also allows the Company to create a plethora of relationships with local 
contractors and construction companies in many other provinces and metro areas.  As these local contractors 
win segments of the rail contract, they use China ACM’s high-quality concrete to complete construction; in the 
process, they become relationships that will in the future allow China ACM to expand into other lucrative local 
markets without having to suffer the negative initial cash flows more typical of a new market entrant.  As China 
ACM continues to grow and expand beyond Beijing, these relationships will become extremely valuable – and 
we believe should already positively impact the valuation of the Company and its shares. 
 
In terms of revenue growth by business segment, China ACM is perhaps most optimistic about its 
Manufacturing Services segment, which consists of revenues derived from these portable factories, for which 
local contractors supply all raw materials.  The Company has recently made significant additional investments to 
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bring extra capacity on line in this area, for contracts that it has already been awarded, and it expects to begin 
generating revenues from these new factories almost immediately.  When considered in combination with the 
overall strength in the construction industry and the strong regulatory push towards the use of ready-mix 
concrete, we believe these new “portable plant” sales will allow China ACM to hit our 2010 revenues and 
earnings targets without too much difficulty, and we further believe significant upside to our estimates is quite 
possible. 
 
Key Management 
Xianfu Han, Chairman & Chief Executive Officer 
Mr. Han became Chairman and Chief Executive Officer on April 29, 2008. From January 2003 to present, Mr. 
Han has worked with Xin Ao as Chairman of the Board of Directors. Since November 2002, Mr. Han has been 
Chairman at Beijing Tsinghua University Management School’s Weilun Club. From January 2001 to March 
2007, Mr. Han acted as Executive Vice Chairman of the Beijing Concrete Association. Mr. Han is a senior 
engineer with over 25 years of management experience in the building material industry. He contributed to the 
draft of the "Local Standard of Mineral Admixtures" regulations and was responsible for the "Research and 
Application of Green High Performance Concrete" published by the Ministry of Construction. 
 
 25+ years of management experience in the building materials industry 
 Former Vice Chairman of the Beijing Concrete Association 
 Contributed to the draft of the "Local Standard of Mineral Admixtures" regulations; responsible for the 

"Research and Application of Green High Performance Concrete" published by the Ministry of Construction  
 
Weili He, Vice Chairman, Chief Operating Officer & Director 
Mr. He became Vice-Chairman and Chief Operating Officer on April 29, 2008. From August 2007 to present, 
Mr. He has worked as Vice Chairman of the Board of Directors of Xin Ao. From January 2003 to August 2007, 
Mr. He worked as Chairman of the Board of Directors of Beijing Xinhang Construction Materials Co., Ltd. 
Since 2007, Mr. He has served as a Vice Chairman of the Beijing Concrete Associations. Mr. He has extensive 
construction and concrete engineering experience in China and Japan on numerous high profile projects. Mr. He 
received a bachelor’s degree in law from Party School of the Central Committee of C.P.C. 
 
 Current Vice Chairman of the Beijing Concrete Association 
 Former Assistant General Manager of Beijing Construction Group; extensive construction experience in 

China and Japan 
 
Gene Hsiao, Chief Financial Officer 
Mr. Hsiao became Chief Financial Officer on December 1, 2008. Prior to his appointment, Gene Hsiao served as 
Controller of Milligan and Company, LLC from 2000 to 2008, where he managed the overall accounting and 
financial reporting functions as well as the company’s internal control processes. From 1997 to 1999, he served 
as Finance Manager for J&J Snack Foods Corporation where he was responsible for financial reporting and SEC 
schedule preparation. From 1995 to 1997, he served as Accounting Supervisor of RCN Corporation and as the 
Senior Operation Analyst at ARAMARK Corporation from 1992 to 1995. Mr. Hsiao has over 15 years of 
experience in corporate finance and management. 
 
 Over 15 years of professional experience in finance 
 Certified Public Accountant 
 Extensive audit, compliance and budgeting experience 
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Competition 
China ACM faces intense competition from a myriad of smaller competitors and a few larger competitors in the 
Beijing market, as well as competition from other large providers for its government railroad contracts.  These 
competitors are too numerous to mention, and to some extent, not relevant to the Company or its strategy.  
Obviously, in an industry such as concrete and cement, we can be certain the competitive pressures will keep 
pricing within certain limits, and we can also be certain that bidding is and will remain competitive.  That said, 
the major factors that will affect which companies are able to fill capacity and grow are: 1) quality of 
relationships, and 2) price and quality of products.  As evidenced by its strong growth and high-profile projects, 
the Company clearly has a high-quality, price-competitive product and the relationship base to create sales and 
strong sales growth.  And, because the Company is able to derive about 30% of its materials inputs from 
recycled waste, it has lower net cost of inputs than many of its competitors, and hence can underbid them while 
remaining quite profitable. 
 
Also, it is worthy to note that because of the environmentally-friendly nature of its products, the Company 
receives two different and important tax benefits from the PRC.  Firstly, beginning at the start of calendar 2009, 
the Company had its official income tax rate lowered from 25% to 15% as a special incentive offered to 
companies that are helping solve China’s serious pollution problems.  Secondly, because the Company uses 
such a high percentage of recycled materials in its production processes (over 30%), the government of the PRC 
gives the Company a “tax free exemption” regarding the standard 6% value-added tax (VAT) which effectively 
applies to 90% of the Company’s revenues.  The company collects the VAT from customers, but is not required 
to return it to the government.  The company records these revenues as “Other subsidy income.” In combination, 
these two tax breaks give China ACM a significant additional competitive advantage, and help enhance both its 
gross and net margins on any given base of sales.  Apart from its competitive advantages, we believe its 
preferential tax status should help CADC shares carry a premium market multiple due to the Company’s 
consistently above-average gross and net margins. 
 
Risks 
While we consider the Company’s business to be highly stable and predictable, there are still certain risks that 
investors should be aware of.  First of all, an unforeseen economic downturn could occur, which would 
negatively impact the Company’s growth rate and share value; in addition, the Company could (although 
unlikely) also face a technology-obsolescing threat from one of its current or future competitors. 
 
Other than unforeseeable geopolitical, economic, or technological developments, the business of China ACM is 
subject to currency risk, at least for those investors outside of the PRC.  While we do not entirely discount 
currency risk in China, we believe that currency fluctuations between the Yuan (Renminbi) and the U.S. Dollar 
are likely to be favorable to U.S. investors, as China is often widely criticized for keeping its currency exchange 
rate artificially depressed to benefit its exports. 
 
In summary, we believe that China ACM’s business entails only a low level of risk, and most of the risk in its 
shares is due mostly to unlikely but potential adverse market action, rather than to risk endemic in the PRC or in 
the Company’s various business segments. 

Financial Statement and Capital Structure Analysis 
China ACM appears to have a relatively strong balance sheet, with a positive current ratio and a book value of 
US$2.14 per share.  However, we believe China ACM’s balance sheet is actually much stronger than it appears, 
mainly due to the nature of its receivables.  Because over 75% of the Company’s business comes from the 
government of the PRC, a large percentage of its receivables are in fact due from the government, and in China 
are considered basically the same as cash.  This gives the Company the ability to “spend” these receivables in 
lieu of cash, by simply transferring them to other companies.  Note that due to its relatively strong balance sheet 
and financial relationships in China, the Company has the ability to borrow “straight debt” at annual rates of 6%.  
While we do not consider this to be a good long-term capital solution, it does provide the Company with 
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excellent short-term flexibility in times of large capital expenditure. Note that in August of 2009 the Company 
paid off a $4.4 million short-term loan and also announced a significant monetization of receivables. 
 
 
The Company has a straightforward statement of income other than the per-share calculations, which are 
complicated by the existence of a convertible redeemable preferred stock and one class of warrants.  Because of 
the accounting rules surrounding preferred dividends, the Company uses its “net income available to common 
shareholders” for its basic EPS calculation, but the larger “net income” number for its diluted share calculation.  
The Company has the right to call the preferred in June of 2010 (force conversion at current stock prices), and 
we believe substantially all note holders will convert at that time.  The single class of warrants entitles the 
warrant holders to convert into an additional 1,995,000 shares of stock, which we believe they will do, although 
they are more likely to exercise them on a cashless basis, meaning that they will convert into slightly fewer than 
2,000,000 shares. 
 
Due to the call provisions of the preferred securities, we expect the Company to redeem the preferred shares by 
mid calendar 2010.   This will result in a clean capital structure consisting solely of common stock and warrants. 
 
Valuation and Investment Opinion 
China ACM is a difficult company to compare with most other public cement and concrete companies, largely 
because of the different fundamental factors affecting the PRC vs. North America or Europe.  In examining the 
few public cement companies trading on U.S. markets, we found the following similarities: 
 
 Most U.S. based companies are experiencing either slow revenue growth or no revenue growth, even 

adjusted for the recent construction downturn. 
 U.S. based companies tend to have much lower gross and net profit margins than China ACM.  We attribute 

this to the more mature characteristics of the U.S. economy in general and the U.S. construction industry in 
particular.  We believe that China ACM is essentially a developed, global-class competitor operating in a 
developing and still sub-standard Chinese industry, which gives it growth and margin advantages that its 
U.S. counterparts simply cannot attain. 

 
Because of these differences, we believe that China ACM shares warrant a premium multiple vis-à-vis the 
available pubic U.S. traded comparables.  Given its sustainable advantages in the market, we believe a forward 
diluted P/E ratio of at least 12 is warranted, leading us to our 12-month price target of $12.60 per share and 
our rating of Strong Buy. 
 

Peer Group Analysis – China Advanced Construction Materials (CADC – NasdaqGM) 

Company Name and Symbol 
Price 
per 

Share* 
Market- 

Capitalization* 
P/E 

Trailing 
12-months 

Est 
Revenue 
Growth 

Price/Sales 
Estimate 
(CY2010)* 

China ACM (CADC – NasdaqGM) 6.60 $92.6 mln 6.4 40%+ 1.4 
Eagle Materials (EXP – NYSE) 29.67 $1.11 bln 24.3 8.2% 0.31 
Monarch Cement (MCEM – OTC:BB) 31.40 $136.8 mln 15.6 0% - 5% 0.86 

 Smith-Midland (SMID – OTC:BB) 1.95 $9.26 mln 5.21 0% N/A 
U.S. Concrete (RMIX – NasdaqGM) 1.78 $62.0 mln -3.3 0% 0.11 
*Market Data as of market close, 10/29/09; Per-share data for CADC computed from basic common shares outstanding 
 
Conclusion 
China ACM is a dynamic, rapidly-growing concrete company in the world’s largest nation and fastest 
developing major economy.  The Company has a sound growth strategy, defensible technological advantages, 
deep industry and government relationships, and a seven year track record of success.  Candidly, we believe 
significant upside to our estimates and price target exist, and given the relatively low risks inherent in China 
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ACM’s operations and industry, we rate the shares a Strong Buy, with a 12-month price target of $12.60 per 
share.  We believe CADC shares represent an excellent investment opportunity for any and all investors who 
can tolerate the risks of investing in Chinese companies and who understand and can tolerate typical small-cap 
volatility.  Overall, we believe CADC shares represent one of the best opportunities in our coverage universe. 
 

Appendix A – National Railway Project 
 
Railway Project(s) 
A recent “financial crisis” in the PRC prompted the government to initiate a US$586 billion stimulus plan, of 
which a full 45% was earmarked for use in the construction of railways, highway, airports, and power grids.  
Given that China is far more densely populated than the United States, rail travel is both more practical and 
more popular there.  Although we do not have an exact estimate of how much of the stimulus program will be 
spent on extending and enhancing the nation’s railroad system, we are confident that it is a significant portion.  
Furthermore, China has already announced plans to continue expanding its rail system through at least the year 
2020 with $730 billion in budgeted expenditures (adding 50% more track), which will undoubtedly provide 
China ACM with a large and growing railway project pipeline for years to come. 
 
Recently Awarded Railroad Projects 
 

Project Name Cubic Meters of Concrete Project Value (US$)  
Zhuamadian railway 230,000 $1.9 million 
Beijing to Shijiazhuang, Section one 350,000 $3.5 million 
Beijing to Shijiazhuang, Section two 550,000 $5.3 million 
Harbin-Dalian railway 420,000 $4.8 million 
Jin-Qin (Three sections) 700,000 $5.5 million 
Guizhou-Guanbzhou railway 250,000 $2.0 million 
Hangzhou-Ningbo railway 500,000 $4.1 million 
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Appendix B – National Landmark Projects 
 
The United States Embassy 
In addition to its railway projects, China ACM has had the honor of contributing to several “national landmark” 
projects within the PRC.  Without a doubt, this is due not only to the depth of China ACM’s industry 
relationships, but also to the very high quality of its concrete.  Perhaps one of the highest-profile projects that 
the Company has completed is the U.S. Embassy project, which is now the largest U.S. Embassy in the world. 
 
 

 
 
 
 
Olympics-Related Projects 
China ACM provided concrete for multiple Olympic Facilities… 
 
 

Olympic Statium “Birds’ Nest” (Completed) 
 

Olympic Green Convention Centre (Completed) 
 

 
 

 
 



China ACM (NasdaqGM : CADC)  October 30, 2009 
 

Copyright © Harbinger Research, LLC, 2009 Page 12 of 16 
 

Transportation Related - Beijing 
The Company helped build the world’s ninth busiest airport in Beijing, and is currently in the process of 
building the largest railway station in Asia… 
 

Beijing International Airport (Completed) Beijing South Railway Station (In Progress) 

  

 
 
 
 
Recreational Public Works 
China ACM is involved in all manner of publicly funded projects, including those meant to enhance lifestyle… 
 

National Centre for Performing Arts (Completed) National Swimming Centre Water Cube (Completed) 
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Commercially-funded Projects 
Although we have repeatedly emphasized China ACM’s strong ties with the PRC government and the fact that 
over 75% of its revenues come from government-funded projects, commercial projects are nevertheless very 
important to the Company, and will remain important in terms of future growth. 
 
Below are pictured two of the Company’s more recognizable commercial projects…. 
 
 

China Central Television Headquarters (In Progress) 
 

 
 
 
 

Finance District, Block F2 Development (Completed) 
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Our Rating System 
We rate enrolled companies based on the appreciation potential we believe their shares represent.  The performance of 
those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly dependent on some future event, 
such as FDA drug approval or the development of a new key technology. 
 

Explanation of Ratings Issued by Harbinger Research 
   
STRONG BUY We believe the enrolled company will appreciate more than 20% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
BUY We believe the enrolled company will appreciate more than 10% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
STRONG 
SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 20% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 10% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 
market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by more 
than 10% during the following 12 to 24 months. 

 

Analyst Certification 

I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 
will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid in the amount of 
US$15,000 for the preparation and distribution of this research report.  All information contained in this report was provided by China 
Advanced Construction Materials (“Company”).  To ensure complete independence and editorial control over its research, Harbinger has 
developed various compliance procedures and business practices including but not limited to the following: (1) Fees from covered 
companies are due and payable prior to the commencement of research; (2) Harbinger, as a contractual right, retains complete editorial 
control over the research; (3) Analysts are compensated on a per-company basis and not on the basis of his/her recommendations; (4) 
Analysts are not permitted to accept fees or other consideration from the companies they cover for Harbinger except for the payments 
they receive from Harbinger; (5) Harbinger will not conduct investment banking or other financial advisory, consulting or merchant 
banking services for the covered companies.  
 
Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is 
relying solely upon information provided by the companies for the accuracy and completeness of all such information.  The information 
provided in the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its 
business.  Neither the Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the 
information contained herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor 
does it constitute investment advice.  This report does not take into account the investment objectives, financial situation or particular 
needs of any particular person.  This report does not provide all information material to an investor’s decision about whether or not to 
make any investment.  Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks 
mentioned.  Information about past performance of an investment is not necessarily a guide to, indicator of, or assurance of, future 
performance.  Harbinger cannot and does not assess, verify or guarantee the adequacy, accuracy, or completeness of any information, the 
suitability or profitability of any particular investment, or the potential value of any investment or informational source.  Harbinger and 
its clients, affiliates and employees, may, from time to time, have long or short positions in, buy or sell, and provide investment advice 
with respect to, the securities and derivatives (including options) thereof, of companies mentioned in this report and may increase or 
decrease those positions or change such investment advice at any time.  Harbinger is not registered as a securities broker-dealer or an 
investment adviser either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. 
 
ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR 
REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER 
EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR 
TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 
PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE 
(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES 
THAT MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST 
EXTENT PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE 
ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY 
WITH RESPECT TO THIS PRESENTATION OF INFORMATION. 
 
 

 
 
 
 
 
 
 
 



China ACM (NasdaqGM : CADC)  October 30, 2009 
 

Copyright © Harbinger Research, LLC, 2009 Page 16 of 16 
 

 
 
 
 
 

Harbinger Research is a New York-based independent equity research firm with a focus on providing coverage to small-cap 
companies.  Our mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved 
liquidity, and easier access to capital markets.  We do this by providing insightful, in-depth research reports and by making 
sure those reports are widely distributed and made available to both institutional and individual investors.  We strive to 
deliver superior research coverage and the result is compelling – consistent coverage from industry-expert analysts that is 
well written and consists of insightful analysis, cogent arguments, and in-depth financial models.  To learn more about 
Harbinger Research and view our research reports, we invite you to visit our website located at 
www.harbingerresearch.com. 
 

Analyst Highlight 
 

Brian R. Connell, CFA                    Senior Research Analyst 
Mr. Connell has over 15 years’ experience in the securities industry, as an equity analyst and portfolio manager, and as the 
founder and CEO of StreetFusion (acquired by CCBN/StreetEvents), a software company serving the institutional 
investment community. On the sell-side, Mr. Connell served as the technology analyst for Neovest, an Atlanta-based 
boutique, and as a Senior Analyst - Internet for Preferred Capital Markets, an investment bank based in San Francisco. Mr. 
Connell has also held the position of Executive Director of Marquis Capital Management, a technology-focused investment 
management organization.  
 
Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a CFA Charterholder. 
 
Mr. Connell is also associated with StreetCapital, an Atlanta-based broker-dealer.  By written policy, Harbinger Research 
does not work with StreetCapital clients in any capacity, and StreetCapital does not work with Harbinger Research clients 
in any capacity. 



China Advanced Construction (NasdaqGM ‐ CADC) Profit and Loss Model
(In thousands, United States Dollars) FY 2008A Sep '08A Dec '08A Mar '09A Jun '09A FY 2009A Sep '10E Dec '10E Mar '10E Jun '10E FY 2010E FY 2011E
Revenues
    Concrete sales 27,565 1,868 7,970 6,544 11,736 28,118 9,220 13,472 10,284 21,424 54,400 64,000
      revenue contribution 36.4% 73.6% 70.5% 80.6% 70.8% 76.4% 75.1% 74.0% 79.6% 76.8% 74.6%
      gross margin 24.5% 16.5% 24.8% 29.8% 27.5% 26.5% 17.0% 20.0% 20.0% 20.0% 19.5% 21.0%
      Year‐over‐year growth rate N.A. N.A. N.A. N.A. 2.0% 393.7% 69.0% 57.1% 82.5% 93.5% 17.6%
    Manufacturing services 1,926 2,071 1,305 1,753 7,054 2,046 3,670 2,957 4,528 13,200 18,480
      revenue contribution 37.5% 19.1% 14.1% 12.0% 17.8% 17.0% 20.5% 21.3% 16.8% 18.6% 21.5%
      gross margin 74.2% 61.6% 60.9% 44.9% 60.8% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%
      Year‐over‐year growth rate N.A. N.A. N.A. N.A. N.A. 6.3% 77.2% 126.6% 158.3% 87.1% 40.0%
    Technical services 617 423 431 453 1,924 548 637 564 926 2,675 3,344
      revenue contribution 12.0% 3.9% 4.7% 3.1% 4.8% 4.5% 3.6% 4.1% 3.4% 3.8% 3.9%
      gross margin 89.0% 93.0% 94.9% 93.9% 92.3% 92.0% 92.0% 92.0% 92.0% 92.0% 92.0%
      Year‐over‐year growth rate N.A. N.A. N.A. N.A. N.A. ‐11.1% 50.4% 30.8% 104.5% 39.0% 25.0%
    Mixer rental 657 340 996 626 2,618 250 150 100 50 550 0
      revenue contribution 12.8% 3.1% 10.7% 4.3% 6.6% 2.1% 0.8% 0.7% 0.2% 0.8%
      gross margin 55.5% 86.8% 73.3% 45.3% 63.9% 50.0% 50.0% 50.0% 50.0% 50.0%
      Year‐over‐year growth rate N.A. N.A. N.A. N.A. N.A. ‐61.9% ‐55.9% ‐90.0% ‐92.0% ‐79.0%

Total Revenues 27,565 5,137 10,828 9,277 14,567 39,715 12,064 17,928 13,905 26,927 70,825 85,824
      Year‐over‐year growth rate N.A. N.A. ‐27.6% ‐16.7% 44.1% 134.9% 65.6% 49.9% 84.8% 78.3% 21.2%

Gross Costs
    Concrete sales 20,799 1,560 5,994 4,593 8,510 20,657 7,653 10,778 8,227 17,139 43,797 50,560
    Manufacturing services 497 796 510 965 2,768 1,064 1,468 1,183 1,811 5,526 7,392
    Technical services 68 30 22 28 147 44 51 45 74 214 268
    Mixer rental 292 45 265 343 945 125 75 50 25 275 0
Total gross costs 20,799 2,448 6,872 5,391 9,845 24,518 8,886 12,372 9,505 19,049 49,812 58,220
Gross Profit 6,766 2,688 3,956 3,886 4,722 15,197 3,178 5,556 4,400 7,878 21,013 27,604
Gross Margin 24.5% 52.3% 36.5% 41.9% 32.4% 38.3% 26.3% 31.0% 31.6% 29.3% 29.7% 32.2%
Selling, general, and administrative expenses 1,947 657 612 810 (361) 1,718 850 950 1,050 1,150 4,000 4,900
Operating Income 4,819 2,031 3,343 3,076 5,084 13,479 2,328 4,606 3,350 6,728 17,013 22,704
Operating Margin 17.5% 39.5% 30.9% 33.2% 34.9% 33.9% 19.3% 25.7% 24.1% 25.0% 24.0% 26.5%
Other income (expense), net
  Other subsidy income 1,586 228 602 471 808 2,109 516 754 576 1,200 3,046 3,584
  Non‐operating expense, net (79) 2 (85) (118) (400) (602) (100) (100) (100) (100) (400) (500)
  Interest expense, net (149) (227) (215) (193) (167) (803) (130) (120) (110) (100) (460) (400)
Total other income (expense) 1,357 2 302 159 241 705 286 534 366 1,000 2,186 2,684

Income before income taxes 6,177 2,034 3,645 3,235 5,324 14,184 2,615 5,141 3,716 7,728 19,199 25,388
Provision for income taxes 1,012 575 1,000 941 (402) 2,115 392 771 557 1,159 2,880 3,808
  Implied Tax Rate 16% 28% 27% 29% ‐8% 15% 15% 15% 15% 15% 15% 15%

Net income 5,164 1,459 2,645 2,294 5,726 12,068 2,222 4,370 3,159 6,569 16,319 21,580
Net Margin 18.7% 28.4% 24.4% 24.7% 39.3% 30.4% 18.4% 24.4% 22.7% 24.4% 23.0% 25.1%
  Year‐over‐Year Growth Rate 133.7% 35.2% 32.2%

  Dividends and accrecetion on preferred 33 309 309 305 306 1,229 300 300 300 300 1,200 0
  Net income available to common shareholders 5,131 1,150 2,336 1,989 5,420 10,839 1,922 4,070 2,859 6,269 15,119 21,580
Net income per common share
  Basic 0.57 0.109 0.222 0.189 0.515 1.03 0.17 0.35 0.23 0.45 1.08 1.29
  Diluted 0.55 0.103 0.186 0.164 0.408 0.86 0.15 0.29 0.20 0.41 1.05 1.29
Weighted average common shares outstanding
  Basic 9,064 10,525 10,525 10,525 10,526 10,527 11,200 11,600 12,600 14,000 14,000 16,700
  Diluted 9,256 14,121 14,220 14,022 14,027 14,032 14,600 15,000 15,500 16,000 15,500 16,700



China ACM Balance Sheet, as of 6/30/2009
(In thousands, United States Dollars)
Assets
  Current Assets
    Cash and cash equivalents 3,635
    Restricted cash 453
    Marketable securities 72
    Accounts and notes receivable, net 11,826
    Inventories 1,216
    Other receivables, net 3,845
    Prepayments 4,255
Total Current Assets 25,303

  Property, plant & equipment, net 22,090
  Non-current accounts receivable, net of allowances 4,133
   Long-term prepayments 4,795

Total Assets 56,320

Liabilitiies & Equity  Current Liabilitiies
    Short-term loans 4,512

    Accounts payable and accrued expenses 10,723
    Customer deposits
    Other payables 353
    Other payables - shareholder 807
    Accrued liabilities 593
    Income tax payable 3,048
  Total current liabilities 20,036
  Total liabilities 20,036

Redeemable Convertible Preferred Stock 6,241

  Stockholders' Equity
    Common stock, 70M auth, 13.874M issued and out. 11
    Additional paid-in capital 12,987
    Contribution receivable (1,210)
    Deferred compensation
    Retained earnings 12,784
    Statutory reserves 2,765
    Accumulated other comprehensive income 2,705
  Total Stockholders' Equity 30,042
Total Liabilities and Stockholders' Equity 56,320
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