6 May 2022

CMB International Global Markets | Equity Research | Company Update

Meituan (3690 HK)
Looking beyond 2Q22E epidemic disruptions

We expect Meituan to deliver solid 1Q22 results, with topline +22% YoY and
bottom line at -RMB5.0bn. By segment, food delivery/ in-store, hotel and travel/
new initiatives rev +15%/+15%/+41% YoY, with adj. OPM at 6.0%/41%/-67%, in
our estimates. Food delivery performed well in Jan & Feb, while seeing orders
volatility in Mar for lockdown disruptions. AOV would improve YoY, to offset
manageable take rate dilution for epidemic relief measures. In-store & hotel
suffered rev YoY decline in Mar, after two-month strong growth, but long-term
demand remained intact. We expect its new initiatives rev +41% YoY, with
narrowing operating loss at RMB9.5bn (in which Meituan Select at RMB6.0bn).
Given epidemic resurgence, 2Q22E softness should be well-anticipated by the
market, and we think Meituan would be key name to benefit from upcoming SH
reopening and COVID cases stabilization. We slightly trimmed our rev forecast
by 2-3% in FY22-24E for epidemic impact, but maintain our TP at HK$250.

B Solid 1Q22E ahead. We expect 1Q22 rev +22% YoY, with adj. net loss at
RMB5.0bn, similar to previous guidance. By segment, food delivery/ In-store,
hotel and travel/ new initiatives rev +15%/+15%/+41% YoY, with adj. OPM at
6.0%/41%/-67%, in our estimates.

B Looking into upcoming lockdown relaxation and epidemic stabilization.
We forecast food delivery GTV/orders +16.5%/+15% YoY, with take rate at
14.2% in 1Q22E (lower subsidies to offset SME support). Adj. OPM was
estimated at 6%, as slower-than-expected social insurance policy
implementation. Looking ahead, 2Q22E orders might decelerate for epidemic,
but would see rebound in 3Q22E once lockdowns relaxed. In-store, hotel and
travel rev +15% YoY, with OPM at 41%, in our estimates. COVID-19
resurgence would dampen 2Q22E momentum, but long-term demand
remains intact. We expect new initiatives rev +41% YoY (decelerating for soft
seasonality and epidemic), with net loss at RMB9.5bn (vs. RMB10.2bn in
4Q21). We expect CGP UE to continuously improve, with higher ASP and
GPM, under industry consolidation.

B Maintain BUY. We trimmed our rev forecast by 2-3% and margin by 0-1ppts
in FY22-24E, and maintained our SOTP-based TP at HK$250. We reiterate
our confidence on its LT organic growth with high barrier, and view it as one
of the key players to benefit from lockdown relaxation.

Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 114,795 179,128 216,712 286,162 356,787
YoY growth (%) 18 56 21 32 25
Net income (RMB mn) 3,121 (15,572) (11,685) 7,219 20,277
EPS (RMB) 0.53 (2.58) (1.88) 1.14 3.10
YoY growth (%) NA NA NA NA NA
Consensus (RMB) NA NA (1.42) 1.37 4.42
P/E (x) NA NA NA 123 45
P/S (x) 7.5 4.8 4.0 3.0 2.4
Yield (%) 0.0 0.0 0.0 0.0 0.0
ROE (%) 5.0 (16.5) (12.0) 1.7 10.3
Net gearing (%) Net cash Net cash Net cash Net cash Net cash
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Stock Data

Mkt Cap (HK$ mn) 1,050,368
Avg 3 mths t/o (HK$ mn) 6,202.57
52w High/Low (HK$) 338/103.5
Total Issued Shares (mn) 5,504

Source: Bloomberg

Shareholding Structure

Tencent 19.27%
Sequoia Capital 5.0%
Baillie Gifford 5.0%

Source: Bloomberg

Share Performance
Absolute Relative

1-mth -1.1% 5.7%
3-mth -28.4% -16.9%
6-mth -45.3% -31.1%

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)

RMB mn, Dec-YE FY23E FY22E FY23E FY23E

Revenue 216,712 286,162 356,787 225,175 294,949 369,281 -3.8% -3.0% -3.4%
Gross Profit 51,842 69,899 91,426 59,931 88,368 117,943 -13.5% -20.9% -22.5%
Operating Profit (15,337) 2,682 16,752 (12,990) 4,820 23,812 NA -44.4% -29.6%
Adj. net profit (11,685) 7,219 20,277 (8,521) 9,514 27,960 NA -24.1% -27.5%
EPS (RMB) (1.82) 1.10 3.02 (1.42) 1.37 4.42 NA -19.3% -3L.7%
Gross Margin 23.9% 24.4% 25.6% 26.6% 30.0% 31.9% -2.7ppts -5.5ppts -6.3ppts
Operating Margin -7.1% 0.9% 4.7% -5.8% 1.6% 6.4% -1.3ppts -0.7ppts -1.8ppts
Adj. Net Margin -5.4% 2.5% 5.7% -3.8% 3.2% 7.6% -1.6ppts -0.7ppts -1.9ppts

Source: Company data, Bloomberg, CMBIGM estimates

Figure 2: Earnings revision

New Diff (%)

RMB mn, Dec-YE FY22E FY23E FY23E

Revenue 216,712 286,162 356,787 223,536 290,791 362,767 -3.1% -1.6% -1.6%
Gross Profit 51,842 69,899 91,426 57,045 73,640 96,303 -9.1% -5.1% -5.1%
Operating Profit (15,337) 2,682 16,752 (13,085) 4,388 18,925 NA -38.9% -11.5%
Adj. net profit (11,685) 7,219 20,277 (9,276) 8,770 22,248 NA -17.7% -8.9%
Adj. EPS (RMB) (1.82) 1.10 3.02 (1.45) 1.34 331 NA -17.7% -8.9%
Gross Margin 23.9% 24.4% 25.6% 25.5% 25.3% 26.5% -1.6ppts -0.9ppts -0.9ppts
Operating Margin -7.1% 0.9% 4.7% -5.9% 1.5% 5.2% -1.2ppts -0.6ppts -0.5ppts
Adj. net margin -5.4% 2.5% 5.7% -4.1% 3.0% 6.1% -1.2ppts -0.5ppts -0.4ppts

Source: CMBIGM estimates

Figure 3: Meituan’s 1Q22E preview

RMB mn 1020 2Q20 3Q20 4Q20 1Q21  2Q21 3021 4Q21 1Q22E  QoQ YoY Consensus Diff %
Revenue 16,754 24,722 35401 37,918 37,016 43,759 48,826 49,523 45,081 -9% 22% 45,592 -1%
Operating profit (1,716) 2,175 6,724  (2,853) (4,767) (3,252)  (10,103) (5,006) (5,764) NA NA (5,505) NA
Net profit (1,579) 2,210 6,321  (2,244) (4,846) (3,356) (9,994) (5,339) (6,006) NA NA (5,922) NA
Adj. net profit (216) 2,718 2,055 (1,437) (3,892) (2,217) (5,527) (3,936) (5,026) NA NA (4,536) NA
Adj. EPS (RMB) (0.04) 0.45 0.34 (0.24)  (0.64)  (0.37) (0.92) (0.65) (0.78) NA NA (0.76) NA
Margin (%)

Gross margin 31.0% 347% 30.6% 24.9% 195%  28.6% 22.1% 24.2% 23.8% 22.3%
Operating margin -10.2% 8.8% 19.0% -7.5% -12.9% -7.4% -20.7% -10.1% -12.8% -12.1%

Adj. net margin -1.3% 11.0% 5.8% -3.8% -10.5% -5.1% -11.3% -7.9% -11.1% -9.9%

Growth (%)

Revenue (YoY) -12.6% 89%  288% 34.7% 120.9%  77.0% 37.9% 30.6% 21.8% 23.2%
Revenue (QoQ) -40.5%  47.6%  43.2% 7.1% -24%  18.2% 11.6% 1.4% -9.0% -7.9%
Operating profit NA  955% 364.6% NA NA NA NA NA NA NA
Adj. net profit NA  82.0% 5.8% NA NA NA NA NA NA NA

Source: Company data, Bloomberg

Figure 4. 1Q22E Revenue breakdown

Revenue (RMB mn) 16,754 24,722 35,401 37,918 37,016 43,759 48,826 49,523 45,081 -9.0% 21.8%
Food Delivery 9,490 14544 20,693 21,538 20,575 23,125 26,482 26,127 23,612 -9.6% 14.8%
In-Store, Hotel, Travel 3,095 4,544 6,478 7,135 6,584 8,602 8,621 8,722 7,572 -13.2% 15.0%
New Initiatives & Others 4,168 5,634 8,230 9,244 9,856 12,032 13,723 14,674 13,898| -5.3% 41.0%

Source: Company data

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE31Dec (RMBmn) FY20A FY21A FY22E FY23E FY24E
Revenue 114,795 179,128 216,712 286,162 356,787 Netincome 4,708 (23,536) (15,908) 1,794 13,754
Food delivery 66,265 96,312 107,738 135,726 165,965 D&A 5,194 11,892 7,796 9,561 11,262
In-store, hotel & 21,252 32,530 35,779 46,842 56,080 Change in WC 1,896 6,286 2,364 7,165 7,320
travel
New initiatives 27,277 50,286 73,196 103,593 134,743 Others (3,322) 5,053 4,984 6,253 7,406
COGS (80,744) (136,654) (164,871) (216,262) (265,361) Operating CF 8,475 (306) (764) 24,772 39,742
Gross profit 34,050 42,474 51,842 69,899 91,426
Capex (11,223) (8,956) (10,836) (13,736) (16,412)
S&M (20,558) (40,169) (42,335) (41,769) (47,583) Associates 2,679 - - - -
Admin.Exp. (4,427) (6,763) (6,718) (7,869) (8,563) Others (12,688) 3,995 1,758 2,786 2,339
R&D (9,192) (13,980) (14,086) (12,305) (12,131) Investing CF (21,232)  (4,961) (9,078) (10,950) (14,073)
Others 4,924 (4,429) (4,039) (5,274) (6,398)
Operating profit 4,798 (22,867) (15,337) 2,682 16,752 Equity raised - - - - -
Change of Debts 4,622 - - - R
Financial Cost (156) (585) (311) (311) (311) Others 12,797 62,293 - - -
Fair value change - - - - - Financing CF 17,418 62,293 - - -
Others 264 146 - - -
Pre-tax Income 4,906 (23,307) (15,648) 2,371 16,441 Net changein cash 4,661 57,027 (9,841) 13,823 25,668
Cash (beg of yr) 13,396 17,094 74,120 64,279 78,101
Income Tax 270 30 - (317) (2,427) FX (964) - - - -
Net profit 4,708 (23,536) (15,908) 1,794 13,754 Cash (end of yr) 17,094 74,120 64,279 78,101 103,770
Adj. net profit 3,121 (15,572) (11,685) 7,219 20,277
Balance sheet Key ratios
YE 31 Dec (RMB mn)  FY20A FY21A FY22E FY23E FY24E YE 31Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 78,269 73,521 74,667 77,525 81,839 gjles mix (%)
Fixed asset 13,917 7,899 9,858 11,842 15,178 Food delivery 57.7 53.8 49.7 47.4 46.5
Financial assets at fair 10,257 10,257 10,257 10,257 10,257 In-store, hotel & 18.5 18.2 16.5 16.4 15.7
value travel
Intangible assets 32,700 31,676 30,764 30,087 29,492 New initiatives 23.8 28.1 33.8 36.2 37.8
Others 21,395 23,689 23,788 25,339 26,912 Total 100.0 100.0 100.0 100.0 100.0
Current assets 88,306 150,073 141,443 159,107 187,734 Growth rate (%)
Cash 17,094 74,120 64,279 78,101 103,770 Revenue 17.7 56.0 21.0 32.0 24.7
Restricted cash 12,776 12,776 12,776 12,776 12,776 Gross profit 5.2 16.9 30.3 34.8 30.8
Account receivable 1,031 1,287 1,323 1,573 1,765 EBIT 35.9 NA NA NA NA
Others 57,406 61,891 63,065 66,657 69,424 Net profit (33.0) NA NA NA NA
Current liabilities 51,148 64,174 67,620 80,084 91,866 P&L ratios (%)
Trade payable 11,967 18,674 22,592 29,832 37,194 Operating margin 4.2 (12.8) (7.2) 0.9 4.7
Payable to merchants 9,415 11,753 12,086 14,363 17,013 Pre-tax margin 4.3 (13.0) (7.2) 0.8 4.6
Advances from users 4,308 5,378 5,530 6,572 7,375 Net margin 2.7 (8.7) (5.4) 2.5 5.7
Deferred revenues 5,053 6,308 6,868 8,162 9,159 Effective tax rate 5.5 (0.2) - (13.4) (14.8)
Others 20,405 22,062 20,544 21,155 21,126
Returns (%)
Non-current 17,793 17,834 17,828 17,839 17,838 ROE 5.0 (16.5) (12.0) 1.7 10.3
liabilities
Borrowings 14,924 14,924 14,924 14,924 14,924 ROA 2.1 (8.0) (5.3) 3.2 8.0
Others - - - - -
Minority interest 2,869 2,910 2,904 2,915 2,915 Per share
EPS (RMB) 052  (2.58) (1.8) 1.10 3.02
Total Equity (59) (57) (54) (52) (50) DPS (RMB) 0.00 0.00 0.00 0.00 0.00
Shareholders' equity 97,634 141,585 130,662 138,708 159,868 BVPS (RMB) 16.26 23.45 20.40 21.23 23.79

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies, and encourages investors
to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information
contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other publications having information
and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with the companies in
this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM will not assume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or
published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (‘FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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