
 

 

 
 

American Dairy Reports First Quarter 2007 Financial Results 
Gross Profit Margin of 48.6 Percent  

Company Exceeds Net Margin Target 
 
BEIJING, May 15, 2007 (PR Newswire) -- American Dairy, Inc. (NYSE Arca: ADY), one of the leading producers and 
distributors of milk powder and soybean products in China, today announced its first quarter 2007 financial results.   
 
Key Highlights from the First Quarter of 2007 include:   

• First quarter net margin of 16.5% exceeds net margin target  
• Revenue up 39% year over year to $36.0 million from $25.9 million  
• Gross margin of 48.6% up from 46.0% in the prior year period and up from 40.0% sequentially 
• Operating income increased 33% year over year to $6.5 million from $4.9 million 
• Net income increased 24% to $5.9 million, or $0.33 per diluted share, from $4.8 million, or $0.29 per diluted share in 

the first quarter of 2006 
• Diluted sharecount of 19.4 million shares  

 
Leng You Bin, Chief Executive Officer of American Dairy, Inc. stated, “We reported stronger than expected financial results 
in the first quarter of 2007 despite the holiday-related slowness traditionally experienced in the first quarter.  We spent 
approximately $4.7 million on branding and advertising during the quarter and we continue to see increased demand for our 
Feihe premium infant formula products.  We believe these efforts are starting to benefit our financial results, especially in our 
product mix shift to higher margin products such as our CPP infant formula series and our Nucleotide products.  This allowed 
us to materially improve our gross margin to 48.6% from 46.0% in the first quarter of last year and from 40.0% in the fourth 
quarter of 2006.” 
 
“In the past two years, we completed several rounds of fundraising and we continue to evaluate our fundraising options.  
These efforts are integral to our capacity expansion and we expect to more than double our daily production capacity from 
720 tons to 1,700 tons of liquid milk per day by the end of 2009.  We are optimistic about these efforts because they allow us 
to meet increasing demand for premium infant formula products in China over the next several years and, with time, we 
anticipate significant top and bottom line growth due to these reinvestments in our business.   Despite the near-term 
headwind of dilution these efforts cause, we are pleased to report a 24% increase in net income in the first quarter of 2007 
and we reiterate our focus on creating value for shareholders over the next several years,” concluded Leng You Bin. 
 
Revenue for the first quarter was $36.0 million, up 39% from $25.9 million in the first quarter of 2006. The increased 
popularity of the Feihe brand in China continued to drive revenue growth in the first quarter.  Importantly, revenue 
performance in the first quarter of 2007 reflects a product mix shift toward higher margin products such as the Company’s 
CPP infant formula series and the milk powder with Nucleotide series. 
 
Product sales by volume increased 20% to 7.5 million kilograms in the first quarter of 2007, up from 6.3 million kilograms in 
the prior year period, driven by increased sales quantities of major products.  Specifically, sales volume for the Company’s  
CPP infant formula series increased 20% to 2.2 million kilograms and the milk powder with Nucleotide series increased 61% 
to 1.2 million kilograms.  Combined, these two products generated 70% of total revenue in the first quarter of 2007, up from 
64% of total revenue in the first quarter of 2006.  
 
Gross profit increased 47% to $17.5 million from $11.9 million in the first quarter of 2006.  Gross profit margin of 48.6% is 
substantially higher than 46.0% in the prior year’s period and 40.0% sequentially, and reflects the product mix shift toward 
higher margin products such as CPP infant formula series and Nucleotide products.  

 
Income from operations increased 33% to $6.5 million from $4.9 million in the first quarter of 2006, despite significant 
increases in distribution and general and administrative expenses.  The Company’s distribution expenses increased 52% to 
$9.0 million, which is in line with higher revenues and reflects a larger sales force and advertising and promotional 
expenditure.  General and administration expenses, which increased 81% to $1.9 million during the first quarter of 2007 
compared to the prior year’s period, reflects higher salaries at the senior management level as well as $646,000 of stock 
compensation expensed during the quarter.  
 
Interest and finance costs were $701,000 during the first quarter of 2007 and includes amortization of the discount on 
outstanding convertible debt.  Interest and finance costs were $224,000 in the first quarter of 2006. 
 



 

 

Net income increased 24% to $5.9 million in the first quarter of 2007 from $4.8 million in the first quarter of 2006.  Note that 
according to GAAP, approximately $446,000 of interest expense is added back to net income for the diluted earnings per 
share calculation.  As such, income per diluted share available to Common shareholders was $6.4 million, or $0.33 per 
diluted share in the first quarter of 2007, compared to $4.9 million, or $0.29 per diluted share, in the first quarter of 2006.   
 
Balance Sheet 
As of March 31, 2007, the Company had $37.8 million of cash, compared to $39.5 million at December 31, 2006 and $11.6 
million at March 31, 2006.  American Dairy had working capital of approximately $33.5 million at March 31, 2007.  The 
Company had long term debt of $17.1 million as of March 31, 2007.  
 
Financial Outlook 
American Dairy is currently evaluating its fundraising needs and will do so with an emphasis on what is best for the Company 
and for shareholders.  Due to this process, management is refraining from giving financial guidance at this time.   
 
“While at this time, we have decided to refrain from giving financial guidance, we remain optimistic about American Dairy’s 
financial health and growth opportunities for the rest of the year,” stated Roger Liu, Chief Financial Officer of American Dairy. 
 
Note that the Company continues to expect the following during 2007:  

• Cost of Goods Sold:  The Company anticipates increased utility costs as new production facilities come online, 
which may not be immediately offset by revenue generation.  This could affect the Company’s near-term gross 
margins in 2007.  

• Advertising and Marketing Expenses:  The Company is actively investing in the long-term growth of the Feihe brand 
and anticipates continued expenditure related to these efforts.  It is likely that advertising and marketing expenses 
will be roughly 10% of total revenue in 2007.  

• VAT Tax:  The Company expects to continue to receive VAT rebates at certain times throughout the year.   
 
About American Dairy, Inc. 
American Dairy, Inc. conducts operations in the People's Republic of China ("China") through its wholly owned subsidiary, 
Feihe Dairy. Founded in 1962, Feihe Dairy is one of the leading producers and distributors of milk powder and soybean 
products in China. Feihe Dairy is located in Kedong County, China, and has been in operation since 2001. American Dairy 
also has a milk powder processing plant, Baiuan Feihe Dairy in Kedong County, and also has a milk powder processing 
plant in the city of Qiqihaer, Heilongjiang Province. http://www.feihe.com/ 
 
Certain of the statements made herein constitute forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995.  Such statements typically involve risks and uncertainties and may include financial 
projections or information regarding our future plans, objectives or performance.  Actual results could differ materially from 
the expectations reflected in such forward-looking statements as a result of a variety of factors, including the risks 
associated with the effect of changing economic conditions in The People's Republic of China, variations in cash flow, 
reliance on collaborative retail partners and on new product development, variations in new product development, risks 
associated with rapid technological change, and the potential of introduced or undetected flaws and defects in products, and 
other risk factors detailed in reports filed with the Securities and Exchange Commission from time to time. 
 
CONTACT           
Ashley Ammon MacFarlane of Integrated Corporate Relations, Inc.  
203-682-8200 (Investor Relations) 
http://www.americandairyinc.com 
  
 



 

 

 



 

  


