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Golden Meditech Co. Ltd. 
 
Investment Thesis 

We give Golden Meditech a buy rating based on our assumptions and forecasts.  A buy 
rating is given due to continuation in the medical device industry, and the advantages and 
strengths of the different segments. The ABRS (Autologous Blood Recovery System) product line 
in the Medical Device segment, the Core Blood Bank segment being the first private cord blood 
bank operator in China, and signs of growth in the Chinese Herbal Medicine segment, especially 
the TangHerb® product which has proven, after series of medical trials, to boost the immune 
system of those infected with HIV and also serves to alleviate common symptoms of AIDS, all are 
promising signs of continued profitability and growth, resulting in a buy recommendation.   
 
Assumptions 

Our assumptions for revenue in the Medical Device segment were forecasted in FY 
2008-2009 by anticipating 10% and 12% growth respectively, and cost of goods sold was 
forecasted at 30% of revenue, while maintaining a 15% tax rate.  The main product in this 
segment is the ABRS (Autologous Blood Recovery System), the first of its kind to obtain FDA 
approval for manufacturing in China. The Cord Blood Bank segment had forecasted revenue of 
309.22 million for FY 2008 and has huge growth for forecasted revenue of 729.9 million for FY 
2009 while COGS for the Cord Blood Bank Segment are estimated at 40% of revenue.  The 
segment that has the most growth opportunity is the Chinese Herbal Medicine Segment.  Roughly 
one million people in China have contracted the HIV/AIDS virus, and trends have shown, as well 
as professional speculation, that there has been a 30% annual increase* in the number of cases.  
It is for these reasons that the Chinese Herbal Medicine segment will show huge growth rates 
and revenues in the upcoming years.  In FY 2006, the revenue from this segment was 278,000; 
forecasts for FY 2008-2009 are 87.3 million and 415.4 million USD respectively. 
*HIV/AIDS data source: China AIDS survey, http://www.casy.org/overview.htm  
 
LSB Industries 
 
Climate Control Growth Assumptions 
The forward growth assumption for LSB Industries’ Climate Control division has boomed the past 
two years, and we felt a conservative 2008 sales growth rate of 30% and a 2009 estimated sales 
growth rate of 25% were adequate given the firms recent track record. The company WFI 
(comparable for geothermal) has an EBITDA multiple of 15.88, and GGL (comparable for HVAC) 
has a multiple of 8.35. Currently, LXU’s forward EV/EBITDA multiple is 6.26. We see a lot of the 
growth potential in the geothermal division due to the current environmentally-friendly market 
trends.  This booming growth could be offset by slower growth in the HVAC business where there 
is increased competition.  Finally, overall sales growth for the climate control segment may start 
to decline due to cannibalization on new HVAC units from the geothermal segment and lower 
construction demand due to weaker credit markets. 
 
Chemical Segment Assumptions 
We assumed the value of the Chemical division to be 200M and performed a sensitivity analysis 
showing that at a value of 225M the overall share price is $37 and at 250M the price is $38. 
Hence, even if our assumed value of 200M is too conservative, the resulting share price 
increases are not incredibly significant.  Additionally, most of the growth potential of LSB lies with 
its Climate Control business.  
 
Investment Thesis 
Our per share price for LSB Industries, taking into consideration the growth expected in the 
Climate Control division and the relative valuation using WFI and GGL as comparable companies 
we found that a share of LXU could jump to $36. The current share price is $21.  We feel that the 
geothermal component of LSB’s business is undervalued and are therefore issuing a buy 
recommendation for LSB Industries. 
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