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China Consumer Staples Sector —
Industry data update
Staples remain defensive

= 2M20 retail sales declined by 20.5% YoY, reflecting changes in consumer behaviors
triggered by the coronavirus epidemic

= Lack of strength in the labor market has been reflected in the new unemployment rate;
resumption of normal life will be gradual as the outbreak slowly comes under control

= Staple categories are expected to outperform as consumer spending remains
conservative

= Food inflation would provide opportunities for staple companies to raise price level

= OVERWEIGHT sector rating; prefer industry leaders on higher defensiveness

2M20 retail sales declined by 20.5% YoY. The decline in total retail sales shows that the

virus outbreak has substantially hampered consumption. Catering recorded a decline of

43.1% YoY, the steepest decline among all categories of retail sales items. Online retail

sales of physical goods grew by 3.0% YoY, while total online retail sales declined by 3.0%

YoY. Changes in consumption behavior induced by social distancing and reduced outdoor

exposure would continue to weigh on service consumption.

Lack of strength in the labor market. The national surveyed unemployment rate
increased to 6.2% in Feb 2020 vs 5.3% in Feb 2019. The surveyed unemployment rate
among 25-59 was 5.6% in Feb 2020 vs. 4.9% in Feb 2019. Total new employment for
2M20 was 1.08mn vs 1.74mn for 2M19. The lackluster figures show a weakened labor
market; hence, per capita income is likely to drop as a result. The resumption of normal life
may help increase employment. However, with the COVID-19 becoming a pandemic, we
believe employment, especially for the export-oriented enterprises, may continue to suffer.
The spillover effects on employment and income would continue to increase especially for
discretionary goods/services.

Staple categories will continue to outperform. 2M20 retail sales of “Grain, Oil, &
Foodstuff’, “Beverages”, and “Traditional Chinese &Western Medicines” by enterprises of
designated sizes grew by 9.7% YoY, 3.1% YoY, and 0.2% YoY. All other product categories
suffered varying degrees of decline. This confirms that consumer behavior has retreated to
the defensive in times of crisis. We maintain the view that the staple categories would
continue to stand out in the consumer goods sector since consumer spending would
remain conservative on pandemic-induced uncertainties.

Persisting inflationary pressure will challenge consumption recovery. In Jan 2020
and Feb 2020, CPI reached 5.4% YoY and 5.2% YoY. Yet, CPI (ex-food&energy) dropped
from 1.5% YoY in Jan 2020 to 1.0% YoY in Feb 2020. CPI in the first two months shows
that 1) pork price inflation was still a major contributor to headline inflation; 2) reduction on
non-essential items partially offset the inflationary pressure in Feb. We believe inflationary
pressure would continue to be supported by pork price in 1H20; potential reduction of
goods supplied from overseas due to the virus outbreak would add to the pressure. Higher
inflation would be favorable to players in the staple categories as their ability to increase
pricing becomes stronger. Moreover, the erosion of real income growth would result in
cautiousness over discretionary spending, thus relatively increasing the spending on
staple goods.

Continue to favor industry leaders in consumer staples industry. We believe the
staples category will be more defensive as 2M20 retail sales data reveal the relative
resilience of staple goods consumption and industry leaders would be able to navigate
future challenges. Sector top picks include WH Group (288 HK), Mengniu (2319 HK),
Feihe (6186 HK), Anta (2020 HK), Yili (600887 CH), and Shuanghui (000895 CH).

Risk factors: 1) Macroeconomic risk; 2) inflation risk; 3) Policy/regulatory uncertainty; 4)
Risk relating to Sino-US trade dispute; 5) Event risks; 6) Demographic risk.
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Key Data
Avg.20E P/E (x) 15.76
Avg.20E P/B (x) 3.74
Avg.20E Divd. Yield (%) 3.58
Previous sector rating Overweight
Previous report date Feb 11, 2020
Source(s): Bloomberg, ABCI Securities
Sector Performance (%)

Absolute Relative*
1-mth (12.33) (2.84)
3-mth (12.67) (2.60)
6-mth (0.01) 0.04

*Relative to MSCI China Consumer Staples
Source(s): Bloomberg, ABCI Securities
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Exhibit 1: Retail sales growth (YoY %)

China Consumer Staples Sector (OVERWEIGHT)
Mar 18, 2020

Exhibit 2: Online retail sales growth (YTD YoY %)
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Exhibit 3: Unemployment rate (%) Exhibit 4: CPI (YoY %)
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Exhibit 5: Retail sales growth of different product categories (YoY %)

2M20
Total retail sales (20.5)
Retail sales by designated enterprises
Grain, Oil & Foodstuff 9.7
Beverages 3.1
Traditional Chinese and Western Medicines 0.2
Commodities (6.6)
Communication Appliances (8.8)
Cultural and Office Appliances (8.9)
Cosmetics (14.1)
Tobacco and Liquor (15.7)
Petroleum and Related Products (26.2)
Household Appliances and AV Equipment (30.0)
Building and Decoration Materials (30.5)
Garments, Footwear, Hats, Knitwear (30.9)
Furniture (33.5)
Automobile (37.0)
Gold, Silver and Jewelry (41.4)

2M19 2019
8.2 8.0
10.1 10.2
8.0 10.4
10.3 9.0
15.9 13.9
8.2 8.5
8.8 3.3
8.9 12.6
46 7.4
25 1.2
3.3 5.6
6.6 2.8
1.8 2.9
0.7 5.1
(2.8) (0.8)
4.4 0.4

Source(s): NBS, ABCI Securities
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Exhibit 6: Weekly avg. wholesale price of piglet -
yavg P pigiet, Exhibit 7: Number of hogs slaughtered

hog, and pork (RMB/kg)
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Exhibit 8: China frozen pork import Exhibit 9: Pork exported from US to China
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Exhibit 10: Hog and breading sow inventory change
(YoY %)

Source(s): USDA, ABCI Securities

Exhibit 11: Annual hog and pork production
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Exhibit 12: Performance comparison of major indices
HIS Consumer CSI 300

CSlI 300 MSCI China

Change (%) Goods& Services Consumer HSI Index Index Consumer
Index Staples Index Staples
YTD (25.33) (9.26) (20.92) (11.24) (11.24)
1-mth (23.47) (6.43) (19.03) (10.38) (8.41)
3-mth (24.81) (7.58) (20.06) (9.83) (10.22)
6-mth (21.78) (7.99) (16.68) (7.00) (6.37)
1-yr (22.89) 18.05 (24.20) (5.59) 5.86
52-wk high 3,311.72 22,031.96 30,280.12 4,223.51 1,434.85
52-wk low 2,333.69 15,239.39 22,167.42 3,556.26 1,123.43
Closing 2,349.21 18,947.81 22,291.82 3,636.26 1,237.76

Note: Data as of Mar 18, 2020
Source(s): Bloomberg , ABCI Securities estimates
Exhibit 13: TP and

price performance of sector top picks

Relative performance

Company  Ticker Price 1-mth  3-mth  6-mth
WH Group 288 HK BUY HK$ 6.20 HK$ 9.4 51.61 HK$9.95 HK$6.00 (22.98) (6.43) (0.61) 2.28
Mengniu 2319 HK BUY HK$ 25.35 HK$ 35.0 38.07 HK$34.6 HK$24.35 (18.52) 3.76 (0.59) 0.41
Anta 2020 HK BUY HK$ 47.2 HK$ 80.3 70.13  HK$79.9 HK$43.3 (32.33) (13.88) (15.42) (11.67)
Feihe 6186 HK BUY HK$ 11.48 HK$ 13.74 1969 HK$13.92 HK$6.26 2546 24.99 6840 N/A
Yili 600887 CH BUY RMB 27.67 RMB 35.4 27.94 RMB34.66 RMB26.7 (10.57) 2.00 0.70 2.38
Shuanghui 000895 CH BUY RMB 34.52 RMB 39.5 1443 RMB38.36 RMB21.17 18.91 13.21 2825  48.27

Note: 1) Market data as of Mar 18, 2020;

2) For HK stocks, relative performance is against HSI; for A-share stocks, relative performance is against CS| 300;
3) No revision of TP and ratings since previous report published on Feb 11, 2020

Source(s): Bloomberg , ABCI Securities estimates

Exhibit 14: Valuation metrics of sector top picks

Company  Ticker FY21E FY20E FY21E FY20E FY21E
WH Group 288 HK 8.96 6.98 1.21 1.05 4.46 5.73 14.27 16.11
Mengniu 2319 HK 22.29 17.05 2.89 2.61 1.33 1.94 13.51 16.04
Anta 2020 HK 13.46 8.71 4.82 3.67 3.14 4.99 39.96 47.86
Feihe 6186 HK 21.82 17.14 5.34 4.07 1.67 2.13 27.86 26.93
Yili 600887 CH 22.87 17.90 4.96 4.34 2.90 3.73 23.44 25.86
Shuanghui 000895 CH 14.83 11.86 7.94 7.44 6.07 7.59 50.00 57.99

Note: 1) Market data as of Mar 18, 2020;

2) No revision of forecasts since previous report published on Feb 11, 2020,
3) US$/HKS: 7.7663; RMB/HK$:1.1021

Source(s): Bloomberg , ABCI Securities estimates
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WH Group (288 HK) Financial Statements

Consolidated income statement

FY ends at Dec 31 (US$ mn, except per share data) 2017A 2018A 2019E 2020E 2021E
Revenue 22,379 22,605 24,081 25,945 28,366
- Packaged meat 11,777 12,147 12,571 13,043 13,656
- Fresh pork 9,526 9,136 10,106 11,320 12,897
- Hog production 572 688 827 966 1,159
- Others 504 634 577 616 654
COGS (18,061) (17,907) (19,207) (20,464) (21,912)
Gross profit 4,318 4,698 4,874 5,481 6,454
Distribution and selling expenses (1,930) (2,139) (2,287) (2,484) (2,732)
Admin expenses (823) (732) (776) (833) (907)
Biological adjustment 318 (339) (31) 31 (52)
Others (206) 3 12 18 16
Operating profit 1,677 1,491 1,792 2,214 2,779
- Packaged meat 1,435 1,547 1,618 1,725 1,821
- Fresh pork 547 246 305 372 503
- Hog production 56 (113) 90 120 213
- Others (177) (30) (159) 4) 242
Net finance cost (198) (115) (198) (238) (245)
Share of profits from JV and associates 22 35 43 51 59
Pretax profit 1,501 1,411 1,638 2,027 2,593
Tax (182) (258) (321) (398) (509)
Net profit 1,319 1,153 1,317 1,629 2,084
- Profit attributable to shareholders 1,133 922 1,067 1,311 1,683
- Minority interest 186 243 277 343 439
EPS
- Basic (US cent) 7.54 6.43 7.26 8.91 11.44
- Diluted (US cent) 7.76 6.19 7.10 8.72 11.20
DPS (HK cent) 27.00 20.00 22.54 27.68 35.54

* Excluding measures relating to NP (to owners of the Company), all other profit measures are pre-bio. adj.
Source(s): The Group, ABCI Securities estimates

Consolidated balance sheet

FY ends at Dec 31 (US$ mn) 2017A 2018A 2019E 2020E 2021E
Cash and cash equivalent 1,371 525 1,915 2,889 4,480
Trade and bills receivable 989 1,135 955 1,132 1,240
Inventory 1,905 2,022 2,943 2,131 3,170
ST Biological assets 990 947 1,592 2,647 2,559
Others 418 838 341 280 549
Total current assets 5,673 5,467 7,745 9,078 11,999
PP&E 5,037 5,300 5,671 6,060 6,457
LT Biological assets 181 147 285 456 432
Goodwill 1,838 1,847 1,847 1,847 1,847
Intangible assets 1,742 1,734 1,592 1,563 1,533
Interest in JV and associates 295 352 377 404 433
Others 492 451 535 497 553
Total non-current assets 9,585 9,831 10,307 10,826 11,254
Total assets 15,258 15,298 18,052 19,904 23,253
Trade and bills payable 1,076 977 1,325 856 1,652
ST borrowings 901 860 1,446 1,630 1,889
Others 1,522 1,491 1,851 1,759 1,794
Total current liabilities 3,499 3,328 4,622 4,246 5,335
LT Borrowings 2,297 2,259 2,670 3,010 3,489
Others 1,240 1,293 1,175 1,615 1,546
Total non-current liabilities 3,537 3,552 3,845 4,625 5,035
Shareholders' equity 7,445 7,746 8,636 9,740 11,151
Minority interest 777 672 949 1,293 1,732
Total equity 8,222 8,418 9,586 11,033 12,883
Total liabilities and equity 15,258 15,298 18,052 19,904 23,253

Source(s): The Group, ABCI Securities estimates
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Consolidated cash flow statement

FY ends at Dec 31 (US$ mn) 2017A 2018A 2019E 2020E 2021E

Pretax profit 1,501 1,411 1,638 2,027 2,593

Depreciation and amortization 389 437 485 526 584

Change in working capital (321) (570) (528) (993) (486)

Others (57) (23) (273) (379) (454)

Cash flow from operating activities 1,512 1,255 1,321 1,181 2,236

Capex (563) (811) (1,047) (1,111) (1,206)

Others (221) (406) 613 892 436

Cash flow from investing activities (784) (1,217) (434) (219) (770)

Change in borrowings 64 4 996 524 739

Others (655) (794) (488) (544) (649)

Cash flow from financing activities (591) (790) 508 (19) 90

Net change in cash 137 (752) 1,395 942 1,557

ForEx effect 19 (43) (21) (11) (45)

Cash at the end of FY 1,279 484 1,858 2,789 4,301

Source(s): The Group, ABCI Securities estimates

Key operating and financial ratios

FY ends at Dec 31 2017A 2018A 2019E 2020E 2021E

Growth (YoY %)

Revenue 3.92 1.01 6.53 7.74 9.33
- Packaged meat 6.35 3.14 3.49 3.76 4.70
- Fresh pork 3.79 (4.09) 10.62 12.01 13.93
- Hog production (32.23) 20.28 20.23 16.73 20.00

Gross profit 3.40 1.90 5.93 6.87 6.67

Operating profit 4.08 (11.34) 12.40 19.35 25.55

Net profit (to owners of the company) 9.36 (18.64) 15.80 22.81 28.40

Profitability ratios (%)

GPM 20.61 19.92 20.37 21.01 22.93

OPM 8.32 7.30 7.70 8.53 9.80
- Packaged meat 12.18 12.74 12.87 13.23 13.33
- Fresh pork 5.74 2.69 3.02 3.28 3.90
- Hog production 9.79 (16.42) 10.88 12.45 18.42

EBITDA margin 10.49 9.32 9.72 10.32 12.22

NPM (to owners of the company) 5.06 4.08 4.43 5.05 5.93

Revenue contribution (%)

Packaged meat 52.63 53.74 52.20 50.27 48.14

Fresh pork 42.57 40.42 41.97 43.63 45.47

Hog production 2.56 3.04 3.44 3.72 4.08

Return ratios (%)

ROAA 9.14 7.55 7.90 8.58 9.66

ROAE 16.47 12.14 13.03 14.27 16.11

Liquidity ratio (x)

Current ratio 1.62 1.64 1.68 2.14 2.25

Quick ratio 0.79 0.75 0.69 1.01 1.18

Cash ratio 0.41 0.17 0.43 0.70 0.86

Cash conversion cycle (days)

Days of outstanding receivable 14 17 16 15 15

Days of inventory on hand 37 40 47 45 44

Days of outstanding payable 19 21 21 20 20

CCC 32 36 42 40 39

Leverage ratios (%)

Total debt/Equity 42.96 40.27 42.93 42.05 41.75

Total debt/Total assets 20.96 20.39 22.80 23.31 23.13

* Excluding measures relating to NP (to owners of the Company), all other profit measures are pre-bio. adj.

Source(s): The Group, ABCI Securities estimates
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Mengniu (2319 HK) Financial Statements

Consolidated income statement

FY ends at Dec 31 (RMB mn, except per share data) 2017A 2018A 2019E 2020E 2021E
Revenue 60,156 68,977 76,602 87,162 99,536
- Liquid milk 53,015 59,389 66,323 74,093 83,575
- Ice cream 2,513 2,723 2,649 2,764 2,883
- Milk formula 4,042 6,017 6,438 8,663 11,272
- Other revenue 585 851 1,193 1,642 1,806
COGS (38,973) (43,193) (47,606) (53,146) (60,147)
Gross profit 21,183 25,784 28,996 34,017 39,389
Other income 338 736 2,941 636 712
SG&A (17,366) (21,748) (24,259) (27,750) (31,459)
Other expenses (1,099) (851) (1,149) (1,307) (1,493)
EBIT 2,972 3,835 6,529 5,595 7,149
Net interest expense(-)/income(+) 184 318 (29) (151) (80)
Income from associate/JV (532) (300) (39) 54 61
Profit before tax 2,625 3,853 6,461 5,499 7,130
Tax (594) (649) (1,457) (1,137) (1,428)
Total net profit 2,031 3,204 5,003 4,361 5,702
- Profit to shareholders 2,048 3,043 4,995 4,056 5,303
- Minority interest 17) 161 8 305 399
EPS (RMB)
- Basic EPS 0.53 0.78 1.27 1.03 1.35
- Diluted EPS 0.53 0.78 1.27 1.03 1.34
DPS 0.12 0.19 0.36 0.31 0.45

Source(s): The Group, ABCI Securities estimates

Consolidated balance sheet
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E

Cash and cash equivalent 5,959 7,298 5,625 6,684 8,578
Trade and bills receivable 2,647 2,892 4,373 3,910 5,568
Inventory 3,510 4,282 5,771 6,213 7,445
Others 13,902 15,269 19,970 21,554 27,884
Total current assets 26,018 29,741 35,738 38,361 49,476
PP&E and CIP 14,079 16,937 17,148 19,156 21,392
Goodwill 4,533 4,681 7,263 7,263 7,263
Other intangible assets 2,194 2,298 2,085 2,252 2,479
Others 11,315 12,799 14,808 16,816 19,773
Total non-current assets 32,121 36,716 41,304 45,487 50,907
Total assets 58,139 66,457 77,042 83,848 100,383
Trade and bills payable 6,342 7,022 7,608 8,608 10,114
ST borrowings 7,935 6,523 6,565 8,635 11,272
Others 8,289 11,565 13,703 13,866 15,912
Total current liabilities 22,566 25,109 27,876 31,109 37,298
LT Borrowings 6,015 8,192 10,058 10,073 10,091
Others 2,450 2,691 5,167 5,880 12,614
Total non-current liabilities 8,465 10,884 15,225 15,953 22,705
Shareholders' equity 22,604 25,212 28,684 31,368 34,747
Minority interest 4,503 5,252 5,256 5,419 5,632
Total equity 27,107 30,464 33,941 36,787 40,380
Total liabilities and equity 58,139 66,457 77,042 83,848 100,383

Source(s): The Group, ABCI Securities estimates
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Consolidated cash flow statement
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E

Pretax profit 2,625 3,853 6,461 5,499 7,130
Depreciation and amortization 1,704 1,838 2,535 2,977 3,467
Change in working capital 1,229 1,637 1,623 150 3,073
Others (52) (965) (3,858) (1,222) (2,261)
Cash flow from operating activities 5,505 6,363 6,761 7,404 11,409
Capex (66,501) (6,460) (6,246) (8,261) (10,071)
Others 55,051 2,229 (9,050) 1,391 (2,328)
Cash flow from investing activities (11,450) (4,232) (15,296) (6,871) (12,399)
Change in borrowings 4,479 (300) 1,907 2,085 2,655
Dividends paid (399) (526) (818) (1,405) (1,347)
Others 1,668 (74) 5,368 78 1,500
Cash flow from financing activities 5,748 (900) 6,458 758 2,808
Net change in cash (196) 1,231 (2,077) 1,291 1,818
Forex effect (31) 10 (57) (45) (53)
Cash and cash equivalent - end 3,129 4,370 2,236 3,483 5,247

Source(s): The Group, ABCI Securities estimates

Key operating and financial ratios

FY ends at Dec 31 2017A 2018A 2019E 2020E 2021E
Growth (YoY %)

Revenue 11.86 14.66 11.05 13.79 14.20
- Liquid milk 10.21 12.02 11.68 11.71 12.80
- Ice cream 15.28 8.37 (2.74) 4.35 4.32
- Milk powder 28.28 48.87 6.98 34.57 30.11
- Other products 69.40 45.30 40.21 37.65 10.00

Gross profit 20.11 21.72 12.46 17.31 15.79

Operating profit N/A 29.02 70.24 (14.30) 27.76

Net profit (to shareholders of the Company) N/A 48.60 64.15 (18.80) 30.74

Profitability ratios (%)

GPM 35.21 37.38 37.85 39.03 39.57

OPM 4.94 5.56 8.52 6.42 7.18

EBITDA margin 6.89 8.23 11.83 9.84 10.66

NPM (to shareholders of the Company) 3.40 4.41 6.52 4.65 5.33

Return ratios (%)

ROAA 3.82 4.88 6.96 5.04 5.76

ROAE 9.43 12.73 18.54 13.51 16.04

Liquidity ratio (x)

Current ratio 1.15 1.18 1.28 1.23 1.33

Quick ratio 1.00 1.01 1.08 1.03 1.13

Cash ratio 0.28 0.32 0.23 0.24 0.25

Cash conversion cycle (days)

Days of outstanding receivable 15.1 14.7 17.3 17.3 17.4

Days of inventory on hand 32.0 32.9 38.5 41.2 41.4

Days of outstanding payable 54.7 55.5 54.4 55.2 55.7

CCC (7.7) (7.9) 1.5 3.3 3.2

Leverage ratios (%)

Total debt/Equity 51.46 48.30 49.38 51.29 53.36

Total debt/Total assets 23.99 22.14 21.58 22.31 21.28

Net debt/Equity 27.76 22.30 30.38 30.63 29.61

Net debt/Assets 12.94 10.22 13.39 13.44 11.91

Note: The Group recorded operating loss and net loss in FY16
Source(s): The Group, ABCI Securities estimates
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Anta (2020 HK) Financial Statements
Consolidated income statement
FY ends at Dec 31 (RMB mn, exp. per share data) 2017A 2018A 2019E 2020E 2021E
Revenue 16,692 24,100 34,020 48,473 69,730
- Footwear 7,049 8,631 10,690 13,508 17,304
- Apparel 9,116 14,709 22,274 33,614 50,671
- Accessories 528 759 1,055 1,351 1,755
COGS (8,451) (11,413) (15,911) (22,372) (31,920)
Gross profit 8,241 12,687 18,109 26,101 37,810
- Footwear 3,291 4,226 5,304 6,739 8,643
- Apparel 4,743 8,131 12,337 18,775 28,411
- Accessories 208 330 468 586 756
Other net income/(loss) 458 760 1,003 1,479 2,092
S&D expenses (3,809) (6,525) (9,564) (14,082) (20,515)
Admin expenses (901) (1,223) (1,695) (2,494) (3,519)
Operating profit 3,989 5,700 7,853 11,004 15,868
Net finance income/(expense) 322 68 460 768 863
Pretax profit 4,311 5,767 7,712 11,910 18,388
Tax (1,152) (1,533) (2,043) (3,168) (4,883)
Net profit 3,159 4,234 5,669 8,742 13,505
- Owners of the company 3,090 4,103 5,539 8,545 13,197
- Minority interest 69 131 130 198 308
Dividend 2,178 1,842 2,398 3,616 5,742
EPS (RMB cent)
- Basic 117 153 206 318 492
- Diluted 117 153 206 318 491
DPS (HK cent) 98 78 101 152 242
Source(s): The Group, ABCI Securities estimates
Consolidated balance sheet
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E
Cash and cash equivalent 6,968 9,284 14,910 20,178 23,268
Other ST deposit 2,586 2,470 5,486 6,797 7,575
Trade and other receivables 3,733 4,638 7,245 7,406 12,033
Inventory 2,155 2,892 3,285 5,432 7,527
Others 0 0 0 0 0
Current assets 15,442 19,284 30,926 39,813 50,404
PP&E 1,203 1,787 1,985 2,318 2,938
Construction in progress 706 749 585 831 1,218
Intangible assets 705 685 677 658 641
Others 1,018 1,868 2,180 3,230 4,443
Non-current assets 3,632 5,090 5,427 7,038 9,240
Total assets 19,074 24,374 36,354 46,850 59,644
Trade and other payables 3,978 5,633 7,514 9,559 12,656
ST borrowings 148 1,244 8,233 11,174 12,440
Others 373 671 626 965 1,522
Current liabilities 4,498 7,548 16,373 21,698 26,618
LT debt 0 70 70 70 70
Deferred tax assets 215 236 121 165 276
Total non-current liabilities 215 306 191 235 346
Shareholders' equity 13,706 15,777 18,917 23,846 31,301
Minority interest 654 743 873 1,070 1,379
Total equity 14,361 16,520 19,790 24,917 32,680
Total liabilities and equity 19,074 24,374 36,354 46,850 59,644

Source(s): The Group, ABCI Securities estimates



1) S B

ABC INTERNATIONAL China Consumer Staples Sector (OVERWEIGHT)

ABCI SECURITIES COMPANY LIMITED Mar 18, 2020
Consolidated cash flow statement
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E
Pretax profit 4,311 5,767 7,712 11,910 18,388
Depreciation & amortization 250 342 435 486 596
Change in working capital (381) (444) (1,118) (261) (3,625)
Others (999) (1,226) (1,917) (2,912) (4,401)
Cash flow from operating activities 3,181 4,440 5,111 9,223 10,958
CapEx (585) (678) (704) (928) (1,383)
Others (994) (523) (3,317) (1,655) (5,473)
Cash flow from investing activities (1,579) (1,201) (4,020) (2,584) (6,857)
Bank borrowing (827) 1,008 6,990 6,771 4,942
Dividend paid (1,976) (2,468) (2,219) (3,260) (5,279)
Others 2,801 324 356 392 431
Cash flow from financing activities (2) (1,136) 5,127 3,902 94
Net change in cash 1,601 2,102 6,218 10,541 4,195
ForEx effect (463) 214 (591) (827) (275)
Cash at the end of FY 6,968 9,284 14,910 20,178 23,268

Source(s): The Group, ABCI Securities estimates

Key operating and financial ratios

FY ends at Dec 31 2017A 2018A 2019E 2020E 2021E

Growth (YoY %)

Revenue 25.08 44.38 41.16 42.49 43.85
- Footwear 17.47 22.45 23.85 26.36 28.10
- Apparel 32.39 61.35 51.43 50.91 50.74
- Accessories 14.86 43.95 38.96 28.06 29.89

Gross profit 27.59 53.95 42.73 4413 44.86
- Footwear 20.84 28.43 25.51 27.06 28.24
- Apparel 35.18 71.45 51.73 52.19 51.32
- Accessories 24.07 58.63 41.69 25.37 28.95

EBIT 24.52 42.90 37.78 40.12 44.20

Net profit (to owners of the company) 29.52 32.79 34.99 54.28 54.44

Profitability ratios (%)

GPM 49.37 52.64 53.23 53.85 54.22
- Footwear 46.70 49.00 49.62 49.89 49.95
- Apparel 52.00 55.30 55.39 55.86 56.07
- Accessories 39.40 43.50 44 .32 43.39 43.08

OPM 23.90 23.65 23.08 22.70 22.76

Pretax 25.82 23.93 22.67 24.57 26.37

NPM (to owners of the company) 18.51 17.02 16.28 17.63 18.93

Revenue contribution (%)

- Footwear 42.23 35.81 31.42 27.87 24.82
- Apparel 54.61 61.03 65.47 69.34 72.67
- Accessories 3.16 3.15 3.10 2.79 2.52

Return ratios (%)

ROAA 18.97 19.49 18.67 21.01 25.36

ROAE 26.57 27.83 31.93 39.96 47.86

Liquidity ratio (x)

Current ratio 3.43 2.55 1.89 1.83 1.89

Quick ratio 2.95 217 1.69 1.58 1.61

Cash ratio 2.12 1.56 1.25 1.24 1.16

Cash conversion cycle (days)

Days of outstanding receivable 41.0 34.8 39.5 40.0 37.6

Days of inventory on hand 74.5 80.7 70.9 711 741

Days of outstanding payable 46.2 48.7 47.3 46.0 47.0

CCC 69.4 66.9 63.1 65.1 64.6

Leverage ratios (%)

Total debt/Equity 0.77 7.95 41.60 44.85 38.07

Total debt/Total assets 0.58 5.39 22.84 32.17 33.56

Net cash/Equity 65.76 60.36 58.50 45.49 31.22

Net cash/Total assets 49.51 40.91 31.84 24.19 17.11

Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL

China Consumer Staples Sector (OVERWEIGHT)

ABCI SECURITIES COMPANY LIMITED Mar 18, 2020
Feihe (6186 HK) Financial Statements
Consolidated income statement
FY ends at Dec 31 (RMB mn, exp. per share data FY16A FY17A FY18A FY19E FY20E FY21E
Revenue 3,724 5,887 10,392 13,404 17,340 21,117
COW Milk - IMF 3,181 5,417 9,199 12,089 15,816 18,055
- High-end IMF product series 1,586 3,795 6,658 8,647 11,079 12,263
- Super-premium Astrobaby 71 2,454 5,108 6,621 8,524 9,423
- Super-premium Organic Zhenzhi 0 50 357 609 948 1,127
- Premium product series 875 1,292 1,192 1,417 1,607 1,713
- Regular IMF product series 1,595 1,621 2,542 3,443 4,737 5,792
GOAT Milk - IMF 0 0 0 0 0 1,315
Other dairy products 543 471 550 650 760 853
Other products 0 0 642 665 764 894
Cost of sales (1,690) (2,097) (3,373) (4,216) (5,084) (6,125)
Gross profit 2,034 3,790 7,019 9,188 12,256 14,992
COW Milk - IMF 1,966 3,761 6,684 8,820 11,817 13,614
GOAT Milk - IMF 0 0 0 0 0 853
Other dairy products 68 29 104 122 145 178
Other products 0 0 231 246 294 347
Admin expenses (231) (361) (580) (875) (878) (1,097)
Selling expenses (1,370) (2,139) (3,661) (3,679) (4,864) (5,748)
Net finance costs (27) (21) (59) (65) (58) (51)
Others 0 0 0 1 1 1
Pretax profit 595 1,651 3,189 5,292 7,275 9,243
Tax (189) (491) (946) (1,540) (2,096) (2,650)
Net profit 406 1,160 2,242 3,751 5,180 6,594
- Owners 417 1,160 2,242 3,751 5,180 6,594
-MI (11) 0 0 0 0 0
Dividend 0 0 0 0 1,554 1,978
EPS (RMB)
- Basic 0.05 0.14 0.28 0.42 0.58 0.74
- Diluted 0.05 0.14 0.28 0.41 0.57 0.72
DPS (HK$) 0.00 0.00 0.00 0.00 0.19 0.25
Note: Other products include nutritional supplement and baby & toddler food products
Source(s): The Group, ABCI Securities estimates
Consolidated balance sheet
FY ends at Dec 31 (RMB mn) FY16A FY17A FY18A FY19E FY20E FY21E
Bank balances and cash 1,139 2,771 3,641 9,541 12,304 16,481
Trade and bills receivables 93 175 513 422 791 695
Inventory 294 395 660 684 1,002 1,015
Others 1,489 1,082 2,481 4,424 5,868 8,141
Current assets 3,014 4,423 7,295 15,071 19,966 26,333
PP&E 1,086 1,431 2,555 4,795 5,604 6,349
Land use rights 73 119 306 228 165 119
Investment in an associates 143 143 143 143 143 143
Others 379 899 1,559 1,797 1,876 2,015
Non-current assets 1,681 2,591 4,563 6,963 7,788 8,625
Total assets 4,695 7,014 11,857 22,034 27,754 34,958
Trade and bills payable 360 514 833 909 1,300 1,400
ST borrowings 534 903 1,083 966 801 758
Others 1,145 1,672 2,944 3,006 3,127 3,399
Current liabilities 2,039 3,089 4,860 4,881 5,228 5,556
LT Borrowing 0 64 657 586 486 460
Others 279 275 552 562 856 1,164
Non-current liabilities 279 339 1,210 1,148 1,342 1,624
Shareholders' capital 2,377 3,585 5,787 16,004 21,184 27,777
Mi 0 0 0 0 0 0
Total equity 2,377 3,585 5,787 16,004 21,184 27,777
Total liabilities and equity 4,695 7,014 11,857 22,034 27,754 34,958

Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL China Consumer Staples Sector (OVERWEIGHT)

ABCI SECURITIES COMPANY LIMITED Mar 18, 2020
Consolidated cash flow statement
FY ends at Dec 31 (RMB mn) FY16A FY17A FY18A FY19E FY20E FY21E
Profit before tax 595 1,651 3,189 5,292 7,275 9,243
Depreciation and amortization 99 98 162 180 164 145
Change in working capital (428) 1,174 659 (224) (264) 342
Others (137) (699) (888) (572) (2,340) (2,850)
Cash flow from operating activities 129 2,224 3,121 4,676 4,836 6,881
PP&E and right-of-use assets (56) (406) (1,083) (2,164) (744) (697)
Structured deposits & time deposits 1,187 (1,145) (1,857) (2,400) (897) (1,679)
Others (184) (128) (332) (495) (206) (321)
Cash flow from investing activities 947 (1,680) (3,272) (5,059) (1,848) (2,697)
Change in borrowing (472) 465 752 (188) (266) (69)
Placement of pledged bank deposits 77 (243) (1,200) (12) (84) (88)
Others 0 0 (61) 6,214 (49) (45)
Cash flow from financing activities (395) 222 (509) 6,014 (399) (201)
Net change in cash 681 766 (660) 5,632 2,589 3,982
Cash and cash equivalent - beg 134 817 1,566 896 6,520 9,098
ForEx Impact 2 1 9) (7) (11) (33)
Cash and cash equivalent - end 817 1,584 896 6,520 9,098 13,047

Source(s): The Group, ABCI Securities estimates

Key operating and financial ratios

FY ends at Dec 31 FY16A FY17A FY18A FY19E FY20E FY21E

Growth (YoY %)

Revenue N/A 58.1 76.5 29.0 29.4 21.8
Cow - IMF N/A 70.3 69.8 31.4 30.8 14.2
Other dairy products N/A (13.4) 16.9 18.2 16.8 12.2
Other products N/A N/A N/A 3.5 15.0 17.0

Gross profit N/A 86.4 85.2 30.9 334 22.3

Pretax profit N/A 177.5 93.1 66.0 37.5 27.0

Net profit (to shareholders of the Company) N/A 178.2 93.3 67.3 38.1 27.3

Profitability ratios (%)

GPM 54.6 64.4 67.5 68.5 70.7 71.0
Cow - IMF 61.8 69.4 72.7 73.0 74.7 75.4
Goat - IMF N/A N/A N/A N/A N/A 64.8
Other dairy products 12.5 6.2 18.9 18.8 19.0 20.8
Other products N/A N/A 35.9 37.0 38.5 38.8

Pretax margin 16.0 28.0 30.7 39.5 42.0 43.8

NPM (to shareholders of the Company) 1.2 19.7 21.6 28.0 29.9 31.2

Return ratios (%)

ROAA N/A 19.8 23.8 221 20.8 21.0

ROAE N/A 38.9 47.8 34.4 27.9 26.9

Liquidity ratio (x)

Current ratio 1.5 1.4 1.5 3.1 3.8 4.7

Quick ratio 1.3 1.3 1.4 2.9 3.6 4.6

Cash ratio 0.6 0.9 0.9 2.1 2.6 3.3

Working capital turnover (days)

Receivable turnover 6.5 8.3 121 12.7 12.8 12.8

Inventory turnover 71.9 59.9 571 58.2 60.5 60.1

Payable turnover 68.6 76.1 72.9 75.4 79.3 80.4

Cash conversion cycle 9.8 (7.9) (3.8) (4.5) (6.0) (7.5)

Leverage ratios (%)

Total debt to Equity 22.5 27.0 30.1 9.7 6.1 4.4

Total debt to Total assets 11.4 13.8 14.7 7.0 4.6 315

Net debt to Equity (35.2) (68.1) (65.4) (68.4) (70.9) (77.8)

Net debt to Total assets (17.8) (34.8) (31.9) (49.6) (54.1) (61.9)

Note:1) Other products include nutritional supplement and baby & toddler food products
Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL China Consumer Staples Sector (OVERWEIGHT)
ABCI SECURITIES COMPANY LIMITED Mar 18, 2020

Yili (600887 CH) Financial Statements

Consolidated income statement

FY ends at Dec 31 (RMB mn, exp. per share data) 2017A 2018A 2019E 2020E 2021E
Revenue 68,058 79,553 89,721 102,481 117,308
- Core revenue 66,801 78,721 88,779 100,663 115,433
- Liquid milk 55,766 65,679 74,108 83,157 94,869
- Chilled product 4,606 4,997 5,603 6,240 7,135
- Milk formula 6,428 8,045 9,069 11,266 13,429
- Non-core revenue 747 256 429 1,080 1,279
- Interest income 511 577 512 738 595
COGS (42,363) (49,106) (54,886) (63,809) (71,296)
Gross profit 25,696 30,447 34,834 38,672 46,011
- Core gross profit 25,063 29,785 34,251 37,755 45,204
- Liquid milk 19,611 23,126 27,033 28,829 34,573
- Chilled product 1,984 2,252 2,735 3,028 3,607
- Milk formula 3,468 4,406 4,484 5,898 7,023
- Non-core gross profit 122 86 7 180 212
- Gross profit on interest income 511 577 512 738 595
Business tax and levies (512) (531) (620) 0 0
S&D expenses (15,522) (19,773) (22,366) (25,955) (30,377)
Admin expenses (3,108) (2,980) (3,330) (4,360) (4,920)
R&D expenses (209) (427) (506) (501) (585)
Operating profit 6,345 6,737 8,012 7,856 10,129
Finance costs (113) 60 12 21 1
Others 842 780 806 821 952
Pretax profit 7,074 7,578 8,830 8,698 11,092
Tax (1,071) (1,126) (1,354) (1,310) (1,656)
Net profit 6,003 6,452 7,476 7,387 9,435
- Profit attributable to shareholders 6,001 6,440 7,467 7,378 9,423
- Minority interest 2 12 10 9 12
Cash dividend 3,792 4,110 4,763 4,896 6,301
EPS (RMB)
- Basic 0.99 1.06 1.22 1.21 1.55
- Diluted 0.99 1.06 1.22 1.21 1.55
Cash DPS (RMB) 0.62 0.68 0.78 0.80 1.03

Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL China Consumer Staples Sector (OVERWEIGHT)
ABCI SECURITIES COMPANY LIMITED Mar 18, 2020

Consolidated balance sheet
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E

Cash and cash equivalent 21,823 11,051 18,223 21,652 8,883
Trade and bills receivable 950 1,282 1,351 1,689 1,998
Inventory 4,640 5,507 7,349 7,259 8,740
Others 2,433 6,615 2,519 2,662 3,312
Total current assets 29,846 24,455 29,442 33,262 22,933
PP&E 13,256 14,688 17,218 18,874 20,069
Goodwill 11 11 11 11 11
AFS investment 652 831 914 1,006 1,106
LT equity investment 1,765 1,909 2,218 2,586 2,922
Others 3,771 5,712 6,332 8,138 11,095
Total non-current assets 19,455 23,151 26,693 30,614 35,203
Total assets 49,300 47,606 56,135 63,876 58,136
Trade and bills payable 7,469 9,116 10,965 566 829
ST borrowings 7,860 1,523 1,941 2,045 1,954
Others 8,521 8,532 12,794 25,324 14,437
Total current liabilities 23,850 19,171 25,700 27,934 17,220
LT Borrowings 0 0 8 8 8
Others 210 398 1,242 1,671 1,694
Total non-current liabilities 211 398 1,250 1,678 1,702
Shareholders' equity 25,103 27,916 28,951 33,989 38,900
Minority interest 136 122 234 275 314
Total equity 25,240 28,037 29,185 34,263 39,214
Total liabilities and equity 49,300 47,606 56,135 63,876 58,136

Source(s): The Group, ABCI Securities estimates

Consolidated cash flow statement
FY ends at Dec 31 (RMB mn) 2017A 2018A 2019E 2020E 2021E

Net profit 6,003 6,452 7,476 7,387 9,435
Depreciation and amortization 1,495 1,684 1,926 2,176 2,432
Change in working capital (613) 530 1,159 2,479 (688)
Others 121 (42) 134 221 79
Cash flow from operating activities 7,006 8,625 10,696 12,263 11,258
Change in PP&E, intangible assets, and other non-current

assets (3,279) (5,043) (7,292) (9,523) (13,647)
Others 162 (331) (90) (187) (127)
Cash flow from investing activities (3,117) (5,374) (7,382) (9,709) (13,775)
Change in borrowings 7,710 (6,337) 425 104 (90)
C_ash ﬂo_w related to dividend payment, interest payment, or profit (3,845) (4,393) (4,431) (4,499) (5,412)
distribution

Others 188 (19) 0 0) 0
Cash flow from financing activities 4,053 (10,749) (4,006) (4,395) (5,503)
Net change in cash 7,942 (7,498) (692) (1,841) (8,019)
ForEx effect (398) 307 33 44 3)
Cash and cash equivalent - end 20,756 13,565 12,905 11,109 3,086

Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL China Consumer Staples Sector (OVERWEIGHT)

ABCI SECURITIES COMPANY LIMITED Mar 18, 2020
Key operating and financial ratios
FY ends at Dec 31 2017A 2018A 2019E 2020E 2021E
Growth (YoY %)
Revenue 12.29 16.89 12.78 14.22 14.47
Core revenue 12.06 17.84 12.78 13.39 14.67
- Liquid milk 12.61 17.78 12.83 12.21 14.08
- Chilled products 9.82 8.49 12.12 11.37 14.35
- Milk formula 17.83 25.14 12.74 24.22 19.20
Non-core revenue 6.92 (65.74) 67.65 151.83 18.39
Gross profit 10.84 18.49 14.41 11.02 18.98
Core gross profit 9.87 18.84 15.00 10.23 19.73
- Liquid milk 10.12 17.93 16.89 6.64 19.93
- Chilled products 9.89 13.48 21.44 10.72 19.14
- Milk formula 13.17 27.05 1.75 31.55 19.07
Non-core gross profit 69.56 (29.64) (17.23) 153.57 17.99
Operating profit 22.24 6.18 18.92 (1.94) 28.93
EBITDA 14.50 7.15 18.01 0.83 25.56
Pretax Profit 6.66 712 16.53 (1.50) 27.53
Net profit (to owners of the Company) 5.99 7.31 15.95 (1.19) 27.73
Profitability ratios (%)
GPM 37.76 38.27 38.83 37.74 39.22
Core-GPM 37.52 37.84 38.58 37.51 39.16
- Liquid milk 35.17 35.21 36.48 34.67 36.44
- Chilled products 43.08 45.06 48.81 48.52 50.56
- Milk formula 53.95 54.78 49.44 52.35 52.30
Non-core GPM 16.30 33.49 16.53 16.65 16.59
OPM 9.32 8.47 8.93 7.67 8.63
EBITDA margin 11.44 10.49 10.98 9.69 10.63
Pretax margin 10.39 9.53 9.84 8.49 9.46
NPM (to owners of the Group) 8.82 8.09 8.32 7.20 8.03
Revenue contribution (%)
Core revenue/ total revenue 98.15 98.95 98.95 98.23 98.40
Non-core revenue/ total revenue 1.10 0.32 0.48 1.05 1.09
Interest income/ total revenue 0.75 0.73 0.57 0.72 0.51
Core revenue composition
- Liquid milk 83.48 83.43 83.47 82.61 82.19
- Chilled products 6.90 6.35 6.31 6.20 6.18
- Milk formula 9.62 10.22 10.22 11.19 11.63
Return ratios (%)
ROAA 13.56 13.29 14.39 12.30 15.45
ROAE 24.91 24.29 26.26 23.44 25.86
Liquidity ratio (x)
Current ratio 1.25 1.28 1.15 1.19 1.33
Quick ratio 1.06 0.99 0.86 0.93 0.82
Cash ratio 0.92 0.58 0.71 0.78 0.52
Cash conversion cycle (days)
Days of outstanding receivable 3.6 4.3 4.6 4.6 4.9
Days of inventory on hand 39.2 37.8 43.0 42.4 41.6
Days of outstanding payable 60.8 59.0 61.6 63.3 62.3
CccC (17.9) (16.8) (14.0) (16.3) (15.8)
Leverage ratios (%)
Total debt/Equity 31.14 5.43 6.68 5.99 5.00
Total debt/Total assets 15.94 3.20 3.47 3.21 3.37

Source(s): The Group, ABCI Securities estimates
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1) S B

ABC INTERNATIONAL
ABCI SECURITIES COMPANY LIMITED

China Consumer Staples Sector (OVERWEIGHT)

Shuanghui (000895 CH) Financial Statements

Consolidated income statement

FY ends at Dec31 (RMB mn, exp. per share data)

Revenue
Core revenue
- Packaged meat product
- Fresh meat
- Others
- Intersegment elimination
Interest income
Commission and processing income
COGS
GP
Core GP
- Packaged meat product
- Fresh meat
- Others
- Intersegment elimination
GP of interest income
GP of Commission and processing income
Business levy and taxes
S&D expenses
Admin expenses
Others
Operating profit
- Packaged meat product
- Fresh meat
- Others
Net finance income/(costs)
Others
Pretax profit
Tax
Net profit
- Owners of the company
- Minority interest

Dividend

EPS (RMB)
- Basic
- Diluted
DPS (RMB)

FY17A

50,578
50,447
22,659
30,407

2,316
(4,935)
131

0
(40,907)
9,658
9,540
6,912
2,147
476

5

119

(1)
(346)
(2,402)
(1,070)
(254)
5,528
4,695
617
211
(55)
(45)
5,759
(1,249)
4,511
4,319
191

3,630
1.3091

1.3091
1.10

FY18A

48,932
48,767
23,211
28,917

2,576
(5,937)
164

0

(38,324)
10,585
10,444

7,031
2,878
555
(20)
142

(1)
(343)
(2,632)
(1,129)
(342)
6,065
4,747
1,049
289
(55)
(323)
6,332
(1,255)
5,076
4,915
162

4,784
1.4894

1.4894
1.45

FY19E

57,724
57,666
25,230
35,833

2,922
(6,318)
58

0

(45,018)
12,699
12,648

7,617
4,437
598
(5)

52

(1)
(405)
(3,068)
(1,334)
(609)
7,283
5,087
2,289
263
(58)
(85)
7,750
(1,498)
6,251
6,018
233

5,416
1.8239

1.8239
1.64

Mar 18, 2020
FY20E FY21E
69,261 82,361
69,192 82,279
27,379 29,761
45,302 56,778

3,334 3,854
(6,823) (8,114)
69 82

0 0
(53,450)  (63,009)
15,803 19,343
15,742 19,270
8,241 8,860
6,785 9,579
723 846

(7) (14)

62 74

(1) (1)
(486) (578)
(3,735) (4,486)
(1,608) (1,931)
(652) (880)
9,323 11,467
5,526 6,001
2,911 3,685
303 367
(52) (42)
(87) (102)
9,836 12,204
(1,863) (2,240)
7,974 9,964
7,683 9,601
291 364
6,914 8,641
2.3284 2.9097
2.3284 2.9097
2.10 2.62

Source(s): The Group, ABCI Securities estimates
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Consolidated balance sheet
FY ends at Dec 31 (RMB mn) FY17A FY18A FY19E FY20E FY21E

Cash and cash equivalent 6,163 2,618 1,612 4,469 5,347
Trade and bills receivable 161 162 228 233 322
Inventories 2,928 4,228 9,036 7,796 11,588
Others 764 2,753 1,661 1,593 1,438
Current assets 10,017 9,761 12,536 14,091 18,694
PP&E 11,500 11,098 10,742 10,237 9,725
Construction in progress 154 112 101 91 83
Biological assets 69 66 68 67 66
Intangible assets 1,005 942 967 995 1,024
Others 345 369 400 445 477
Non-current assets 13,073 12,587 12,279 11,835 11,375
Total assets 23,089 22,348 24,815 25,926 30,069
Trade and bills payable 1,848 1,928 3,270 2,099 4,662
ST borrowings 1,942 2,323 3,368 3,274 3,431
Others 3,616 3,880 3,139 4,445 4,530
Current liabilities 7,407 8,131 9,777 9,817 12,623
LT borrowings 5 5 17 13 12
Deferred tax liabilities 67 73 92 107 118
Others 142 139 73 72 72
Non-current liabilities 215 218 182 191 202
Shareholders' equity 14,617 12,974 13,576 14,344 15,304
Minority interest 850 1,025 1,258 1,549 1,913
Total equity 15,467 13,999 14,834 15,894 17,217
Total liabilities and equity 23,089 22,348 24,794 25,902 30,043

Source(s): The Group, ABCI Securities estimates

Consolidated cash flow statement
FY ends at Dec 31 (RMB mn) FY17A FY18A FY19E FY20E FY21E

Net profit 4,511 5,076 6,251 7,974 9,964
Depreciation and amortization 957 976 1,008 1,035 1,055
Change in working capital (83) (1,409) (3,548) 109 (1,345)
Others 265 552 448 753 77
Cash flow from operating activities 5,650 5,195 4,160 9,870 10,391
PP&E (447) (449) (756) (623) (638)
Investments 49 (1,801) 3,013 4,219 3,192
Others (3) 0 0 0 0
Cash flow from investing activities (402) (2,251) 2,257 3,595 2,554
Bank borrowing 1,727 379 1,058 (99) 156
Others (4,207) (6,736) (5,103) (5,760) (7,352)
Cash flow from financing activities (2,481) (6,357) (4,046) (5,859) (7,195)
Net change in cash and cash equivalent 2,768 (3,413) (714) 2,883 898
ForEx effect 0) 1 4 12 15
Cash and cash equivalent at the end of FY 5,744 2,332 1,622 4,517 5,429

Source(s): The Group, ABCI Securities estimates
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Key operating and financial ratios

FY ends at Dec 31

Growth (YoY %)
Revenue
Core revenue
- Packaged meat products
- Fresh meat
- Others
Gross profit
Core GP
- Packaged meat products
- Fresh meat
- Others
EBIT
EBITDA
Pretax Profit
Net profit (to owners of the company)

Profitability ratios (%)
GPM
Core GPM
- Packaged meat products
- Fresh meat
- Others
OPM
EBITDA margin
Pretax margin
NPM (to owners of the company)

Core revenue contribution (%)
Packaged meat product

Fresh meat

Others

Return ratios (%)
ROAA
ROAE

Liquidity ratio (x)
Current ratio
Quick ratio

Cash ratio

Cash conversion cycle (days)
Days of outstanding receivable
Days of inventory on hand
Days of outstanding payable
CCC

Leverage ratios (%)

Total debt/Total equity

Total debt/Total assets

Net cash (debt) /Total equity
Net cash (debt) /Total assets

FY17A

(2.44)
(2.65)
0.36
@.11)
5.25
2.71
1.68
(1.92)
23.56

(20.58)

3.00

1.60
(1.75)
(1.95)

19.10
18.91
30.50

7.06
20.56
10.93
12.79
11.39

8.54

44.92
60.27
4.59

19.12
28.29

1.35
0.96
0.83

27
19
10

12.59

8.44
27.25
18.26

China Consumer Staples Sector (OVERWEIGHT)

Mar 18, 2020

FY18A FY19E FY20E FY21E
(3.26) 17.97 19.99 18.91
(3.33) 18.25 19.99 18.91
2.44 8.70 8.52 8.70
(4.90) 23.92 26.43 25.33
11.23 13.40 14.10 15.60
9.60 19.96 24.45 22.40
9.47 21.10 24.46 22.41
1.72 8.35 8.19 7.51
34.07 54.18 52.91 41.18
16.62 7.75 20.81 16.95
10.82 23.17 26.39 23.78
8.53 17.71 24.92 20.95
9.94 22.40 26.92 24.07
13.78 22.45 27.66 24.97
21.63 22.00 22.82 23.49
21.42 21.93 22.75 23.42
30.29 30.19 30.10 29.77
9.95 12.38 14.98 16.87
21.56 20.48 21.69 21.94
12.40 12.62 13.46 13.92
14.35 14.32 14.90 15.16
12.94 13.43 14.20 14.82
10.04 10.43 11.09 11.66
47.60 43.75 39.57 36.17
59.30 62.14 65.47 69.01
5.28 5.07 4.82 4.68
21.63 25.52 30.28 34.29
33.36 41.74 50.00 57.99
1.20 1.28 1.44 1.48
0.68 0.36 0.64 0.56
0.32 0.16 0.46 0.42
1 1 1 1

34 54 57 56
17 19 19 18

18 36 40 39
16.63 22.82 20.68 20.00
10.42 13.64 12.68 11.45
2.07 11.95 7.44 11.06
1.30 714 4.56 6.33

Source(s): The Group, ABCI Securities estimates
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