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China Catering Sector

Government policy loosening continues

B What is new? NDRC and 13 other departments co-announced polices to
facilitate recovery of the service industry. Last Friday, 14 government
departments in China, including the NDRC, issued the “Policies to facilitate
recovery and development of service industry which is in difficulties / <« % F1%
IR 4 b AR B AT LR B KR 69 % F R > 7. Under this guideline, the
supportive measures can be split into 6 major categories, namely: 1) taxes
reduction, 2) delay in insurance payments (e.g. for employees), 3) rental
reliefs by state-owned landlords, 4) reductions of delivery fees charged by
online platforms, 5) increases in COVID-19 related subsides and 6) looser
bank lending and more favorable interest fees. The service industry (catering
and retail in particular) will be the most eligible, and these benefits will mostly
be effective in FY22E (a small part will last onwards).

B Our view: Positive, about 1ppt+ potential Net profit margin boost in
FY22E, for most consumer sectors (even more for catering).

1) Central government is continuing its policies loosening since Jan 2022.
These measures are in-line with recent speeches by NDRC Vice chairman Mr.
Ning Jizhe and Premier of State Council Mr. Li Kegiang in Jan and Feb 2021,
that the government is now more pro-active on stabilizing the consumption
and economic growth, by rolling out more fiscal and monetary stimulus.

2) Positive and slightly better than expected, based on our calculation for the
catering sector. COVID-19 related benefits (including government grants,
taxes reliefs, rental reliefs and interest fees reduction) was about 2ppt-6ppt of
sales back in FY20, assuming this round of measures to be much less, it can
still generate about 1ppt+ boost in net profit margin.

3) Catering sector will benefit more (Positives from delivery fees
adjustments: Nayuki > Ajisen =JMJ > YUMC > XBXB > HDL). The catering
brands may enjoy more thanks to the potential reduction in delivery fees.
Based on our calculation, the take rate charged by online platforms (such as
meituan) was about 13.4% in FY20 (10%-15%/ 20%-25% for restaurant
chains/ independent ones, typical speaking) and for 1ppt cut in take rate,
about RMB 18mn can be saved (about 0.18% of total sales, on average).
Therefore, assuming 1ppt-2ppt cut in take rates, we forecast about 0.2ppt-
0.4ppt NP margin boost in FY22E. Nayuki, given its super high delivery sales
mix (at 38%), high other income (at 7% of sales) and high finance costs (4%
of sales), plus its fairly low net profit margin, should benefit the most under
these measures. YUMC, given its higher mix of self-operated OR outsourced
rider team, the potential benefit may be less. For HDL and XBXB, due to their
relatively low delivery mix, the boost might be limited. Our preference: IMJ>
HDL>YUMC>Nayuki=XBXB.

Valuation Table

Company Ticker Rating Mkt cap TP  Price Up/down P/E

HK$ mn
Jiumaojiu 9922 HK BUY 29,650 19.67 20.40 -4% 53.3 32.7 6.0 16.7
Haidilao 6862 HK HOLD 112,595 16.85 20.20 -17% n/a 36.3 6.9 20.4
Nayuki 2150 HK HOLD 12,778 7.83 7.45 5% nla 47.2 2.6 8.6
Yum China 9987 HK HOLD 173,254 343.43 404.80 -15% 30.6 25.2 2.6 11.6

CbC 341 HK  BUY 7,720 19.05 13.18 45% 331 19.7 24 12.5
Yihai 1579 HK BUY 40,410 108.52 38.60 181% 36.0 299 6.5 23.1
XBXB 520HK NR 6,103 n/a 5.62 n/a 40.7 142 1.9 13.2

Source: Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Focus Charts

Figure 1: Other income, as % of total sales in FY20

Figure 2: Finance costs, as % of total sales in FY20
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Figure 3: Delivery sales, as % of total sales in FY20 Figure 4. Delivery service fees, as % of delivery

sales in FY20
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Figure 5: Delivery fees reduction, assuming 1ppt cut Figure 6: Potential increase in net profit margin,

in take rate in FY20

assuming 1lppt cut in take rate in FY20.
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Figure 7: “Policies to facilitate recovery and development of service industry which is in difficulties/ « £ F42
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Figure 8: “Policies to facilitate recovery and development of service industry which is in difficulties/ « £ F42
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Figure 9: “Policies to facilitate recovery and development of service industry which is in difficulties/ « £ F42
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Peers Valuation

Figure 10: Peers valuation

Leading Greater China Catering
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Jiumaojiu 9922 HK BUY 19.67 20.40 -4% 29,650 Dec-20 67.7 415 7.1 6.0 16.7 0.8 0.1 48.9
Haidilao 6862 HK  HOLD 16.85 20.20 -17% 112,595 Dec-20 n/a 363 82 6.9 20.4 n/a 0.1 14.8
Nayuki 2150HK  HOLD 7.83 7.45 5% 12,778 Dec-20 nla 472 26 25 8.6 n/a na  (13.0)
Helens 9869 HK NR na  18.76 n/a 23,767 Dec-20 271.6 33.0 124 85 19.3 n/a 0.0 (0.6)
Cafe De Coral 341 HK BUY 19.05 13.18 45% 7,720 Mar-21 33.1 19.7 25 2.4 12.5 2.6 1.7 (5.2)
Xiabuxiabu 520 HK NR n/a 5.62 n/a 6,103 Dec-20 40.7 142 21 1.9 13.2 0.1 1.2 (7.7)
Tam Jai 2217 HK NR n/a 2.82 n/a 3,780 Mar-21 128 9.7 22 1.9 20.6 11 1.9 (15.6)
Yihai 1579 HK BUY 108.52 38.60 181% 40,410 Dec-20 36.0 299 7.9 6.5 23.1 2.3 0.7 7.1
Yum China 9987 HK  HOLD 34343 404.80 -15% 173,254 Dec-21 306 252 29 2.6 116 2553 1.0 5.8
Gourmet Master 2723TT NR n/a_ 115.00 n/a 5,797 Dec-20 17.7 16.5 1.7 1.7 10.2 1.1 35 2.2
Avg. 63.8 273 50 4.1 15.6 37.6 11 3.7
Med. 345 275 2.7 2.6 15.0 1.1 1.0 0.8
Other Greater China Catering
Fairwood 52 HK NR n/a  15.50 n/a 2,008 Mar-21 nla n/a n/a n/a n/a n/a n/a 0.0
Tai Hing 6811 HK NR n/a 1.30 n/a 1,305 Dec-20 n/a n/a n/a n/a n/a n/a n/a (4.4)
Hop Hing 47 HK NR n/a 0.08 n/a 796 Dec-20 nla n/a n/a n/a n/a n/a n/a 0.0
Ajisen 538 HK NR n/a 1.23 n/a 1,343 Dec-20 149 10.1 n/a n/a n/a n/a 5.0 (2.4)
Avg. 149 101 nfa nla n/a n/a 5.0 1.7)
Med. 149 10.1 n/a n/a n/a n/a 5.0 (1.2)
Greater China Catering
Avg. 583 257 50 4.1 15.6 37.6 15 21
Med. 331 252 27 2.6 15.0 11 11 (0.3)
International Catering
Yum! Brands YUMUS NR n/a 125.80 n/a 283,611 Dec-21 257 227 n/a n/a (12.1) 11 18 (9.4)
Mcdonald'S MCD US NR n/a  250.60 n/a 1,460,794 Dec-21 24.6 225 n/a nla (4525) 4.2 2.2 (6.5)
Starbucks SBUX US NR na 93.34 n/a 837,575 Oct-21 279 239 n/a nla (42.4) 1.6 2.1 (20.2)
Restaurant Brands QSR US NR na  57.05 n/a 202,411 Dec-21 191 171 104 103 42.5 17 38 (6.0)
Chipotle Mexican CMG US NR nfa 1523.3 n/a 333,111 Dec-21 482 36.7 161 132 384 1.6 na  (12.9)
Darden DRIUS NR nla 14474 n/a 144,213 May-21 19.1 171 7.3 6.8 41.8 0.8 3.0 (3.9
Domino'S Pizza DPZUS NR nfa 435.62 n/a 123,651 Jan-21 319 286 n/a n/a (1.8) 2.8 0.9 (22.8)
Wendy'S WEN US NR n/a 22.71 n/a 39,087 Jan-21 28.1 256 10.2 118 43.5 1.4 19 (4.8)
Shake Shack SHAK US NR nfa  72.07 n/a 23,649 Dec-21 n/a 2371 73 7.0 22 n/a n/a (0.1)
Wingstop WING US NR n/a  150.30 n/a 34,985 Dec-21 84.7 68.1 n/a n/a (28.2) 14 0.5 (13.0)
Jollibee Foods JFC PM NR n/a__ 247.00 n/a 41,547 Dec-21 459 329 39 3.9 13.7 5.0 0.8 14.1
Avg. 355 484 9.2 8.8 (32.3) 2.1 1.9 (7.8)
Med. 280 256 88 8.6 2.2 1.6 1.9 (6.5)
A-shares Greater China Catering
Foshan Haitian 603288 CH NR nla  97.88 n/a 508,493 Dec-20 61.6 519 163 135 291 3.6 0.9 (6.9
Fujian Sunner 002299 CH NR nfa  20.95 n/a 32,139 Dec-20 424 196 28 2.6 11.8 5.1 1.2 (13.3)
Angel Yeast 600298 CH NR nla  56.20 n/a 57,723 Dec-20 343 283 65 55 20.2 2.1 0.9 (6.9)
Meihua 600873 CH NR n/a 7.91 n/a 30,226 Dec-20 10.3 86 2.3 1.8 21.2 0.2 3.8 3.1
Guangzhou Restaurant 603043 CH NR nfa  23.60 n/a 16,461 Dec-20 245 19.7 4.4 3.8 19.6 1.0 1.8 (1.9
China Quanjude 002186 CH NR n/a 9.75 n/a 3,709 Dec-20 nla n/a n/a n/a n/a n/a n/a 0.6
Xi'An Catering 000721 CH NR n/a 4.39 n/a 3,107 Dec-20 nla n/a n/a n/a n/a n/a n/a 8.9
Avg. 346 256 65 5.4 20.4 2.4 1.7 (2.3
Med. 343 197 44 3.8 20.2 2.1 1.2 (1.9
H-shares Consumer Staples
uPC 220 HK NR n/a 8.40 n/a 36,282 Dec-20 200 176 21 2.1 12.1 2.5 5.1 111
Tingyi 322 HK NR nla  18.04 n/a 101,591 Dec-20 218 192 3.9 3.9 20.8 2.6 5.9 12.6
Want Want 151 HK NR n/a 7.96 n/a 94,720 Mar-21 180 169 46 4.4 27.3 2.0 35 11.2
Mengniu Dairy 2319 HK NR nfa  49.70 n/a 196,477 Dec-20 30.1 25.0 43 3.8 15.4 0.9 0.9 12.4
Vitasoy 345 HK NR nfa  15.32 n/a 16,393 Mar-21 n/a 428 4.9 45 104 n/a 0.1 2.7)
Budweiser Brewing 1876 HK NR n/a 23.10 n/a 305,922 Dec-20 423 35.7 35 3.3 9.3 1.2 0.9 13.0
Tsingtao Brewery 168 HK NR nla  76.30 n/a 134,209 Dec-20 29.2 263 3.8 35 135 14 15 45
CR Beer 291 HK NR nla  62.85 n/a 203,897 Dec-20 379 364 6.8 6.1 16.7 0.9 11 (1.6)
Dali Foods 3799 HK NR n/a 4.29 n/a 58,748 Dec-20 124 116 25 2.3 20.1 1.6 4.2 5.1
Avg. 265 257 41 3.8 16.2 1.6 2.6 7.3
Med. 255 250 39 3.8 15.4 15 15 111

Source: Bloomberg, Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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