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UPC's revenue in 2014 was RMB22.5 billion, down 3.6% YoY and reported Rating: Accumulate
net profit arrived at RMB286 million, down 68.8% YoY. UPC's reported net Upgraded
profit in 2014 missed consensus by more than 40% on 1) Absence of
government grant; 2) Weak beverage business in 4Q14 ; and 3) Higher PP B (1)
effective tax rate.
UPC'’s sales growth of instant noodle business could remain gloomy in 2015 6-18m TP Hhrff: HK$6.20
but the beverage business’s profitability is expected to significantly improve Hisr00
on expected normalized summer and favorable raw materials. Some Share price 1/ HK$5.600
cost-savings will be reinvested in brand building a nd promotion of new
products but the Company will focus on profitabilit y in 2015. We revise
up reported EPS forecasts in 2015-2016 by 52.8% and 41.6%, respectively. ;};\;I;IE erformance
We expect UPC'’s reported EPS in 2015-2017 to be RMB0.172, RMB0.188
and RMB0.207, up 138.8%, 9.4% and 10.4% YoY, respectively. 2O ot
UPC’s market capitalization and sales are approximately one-fourth and 100
one-third of Tingyi's but UPC'’s earnings in 2015 are at most one-fifth that of 00 +
Tingyi’'s (assuming Tingyi holds 100% equity interest in beverage business).
We expect UPC’s long-term profitability to further improve on new ad
products initiation that leads to product mix impro vement. Therefore, we 20
upgrade UPC's investment rating to “Accumulate” but cut the Company’s TP .
to HK$6.20 on weak sales growth expectation. The new TP represents 28.6x (300 ¥
2015 PER, 26.1x 2016 PER and 23.7x 2017 PER. o) §
4i— 2014 RN A A RT 225 276, [FILL TR 3.6%, ik F4%4E Kk 68.8%, £ A e . I:SI = MUNI-PRESIDEDI\T'CI' ::-HNA . S
BT 286 11 /i, %i— 2014 SR &R THIGEIT 40%, EERZEN 1) BAFABIX -
D 2) KRS 2014 45 4 BRHERE: K 3) ARBLKBH. -
G DAY T 2015 4RO KBNS IESS, 050 TF IEH AR SR ISR (iange nshare Price - AM 3 e R
IRENR, DOk EFIE A BORAE RIS . GE—TUKE N RATEL BT T B384 3% A 40 Abs %% ©
FRERF R, EATRNRR 2015 FHESREBHER. R4 EEG LA % (10:9) 188 (288) 5
2015-2016 44 MR i 14 AU T 52.8% 1% 41.6% . FA UG 2015-2017 4EAFM IR 5 1% B e oS e 7 (245) (40.5) |5
A HAANRT 0.172 76, AR 0.188 T K AR 0.207 75, &4/ liE K 138.8%. Avg. share price(HKS) oo os oo %
0.4%J% 10.4%. TR GE6) L
Source: Bloomberg, Guotai Junan International. é
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Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
fEGh LLON i 2 4 RG] LSRR E) DigGES BEM i iciEd 53114395\ BB EEEIEE R
12/31 (RMB m) (RMB m) (RMB) (A%) (x) (RMB) (x) (RMB) (%) (%)
FY13A 23,329 916 0.255 7.1 17.2 2.262 1.9 0.051 1.2 11.6
FY14A 22,488 286 0.072 (71.8) 62.4 2.509 1.8 0.013 0.3 3.0
FY15F 24,033 741 0.172 138.8 25.8 2.667 1.7 0.034 0.8 6.6
FY16F 25,563 810 0.188 9.4 23.6 2.820 1.6 0.038 0.8 6.8
FY17F 26,898 894 0.207 10.4 21.4 2.990 1.5 0.041 0.9 7.1
Shares in issue (m) &% (m) 4,319.3 Major shareholder XJ# %< Uni-President Enterprises 70.5% ~
Market cap. (HK$ m) if (HK$ m) 24,188.3 Free float (%) HHELE (%) 29.5 S
3 month average vol. 3 4~ H P S22 3 (‘000) 4,016.5 FY15 Net gearing (%) 15 “Ei 6 fii/ e R 5 4 (%) 33.8 2
52 Weeks high/low (HK$) 52 J& &5 /Mi% 7.970/5.550 FY15 Est. NAV (HK$) 15 E4&F At (#50) 6.2 -
c
Source: the Company, Guotai Junan International. g
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Key Takeaways from Analyst Meeting:

Gloomy Noodles Outlook in 2015 but Expect Beverages to Rebound. In addition to weak macro environment, UPC also
attributes slow revenue growth in 2014 to be shift of Spring Festival (2015: Feb; 2014: Jan). However, the Company admits
that both YTD noodles and beverages sales growths have not shown strong rebounds versus the latest previous months.
Inventory level of distribution channel is not high but is also not exceptionally low. The management does not seem to believe
2015 is a good year to UPC's instant noodle business but hopes its high-end products to gain higher market share. On the
other hand, with expected normalized summer (hot and sunny) in 2015 vs. exceptional cool and rainy summer in 2014, the
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Company believes its beverage business to report both satisfactory sales growth and profitability improvement benefitted from
low raw materials prices in 2015.

New Products and Promotion Scheme.  UPC is expected to launch many new products in all aspects (noodles, RTD tea,
juice, etc...) to the market in 2015. All these new products are mid-to-high-end products with ASP of RMB5/pack or bottle and
gross margin is expected to be more than 40%. On the other hand, the Company will try to promote its brand rather than its
products in order to avoid peers entering the market and producing very similar products to compete against UPC. Selling
expenses to turnover ratio in 2015 may slightly go up as the Company needs to promote quite a lot of new products in 2015.

Eye on Distributors’ Help to Promote New Products. Originally UPC’s salesperson to fight for business on their own and
distributors only act as logistics provider and provides warehouse services to the Company. UPC intends to rely more on
distributors to promote its new products and the Company is able to provide more incentives to distributors as the new
products’ profitability are much higher than the old ones. Thus, UPC may not hire new salesperson in 2015 and instead,
possible layoffs of existing salesperson as some job duties are delegated to distributors.

Profitability Focus in 2015.  With weak results in 2014 and gloomy economic environment, UPC admits that profitability will
be the primarily focus in 2015. Although some cost-savings from raw materials will be reinvested in brand building, the majority
is expected to go to the bottom line, which should be realized especially in 2H15 if beverages sales are better. On the other
hand, the management is still aiming to achieve breakeven for its instant noodle business. For 1H15, UPC benefits from low
raw materials prices but facing huge pressure in top-line.

Ak E (00220 HK)

No Plan to Dispose Machineries to Mother Company in 2015. UPC disposed 4 factories to the mother company in 2013
and 2014 and recorded a total disposal gain of RMB370 million. The management says currently there is no plan for further
machineries and factories disposal to the mother company in 2015. However, with utilisation rate of only 50%-55% in 2014
and a further capital expenditure of at most RMB3 billion to be spent in 2015, we still believe there is a possibility for UPC to
dispose old machineries to the mother company in 2015. On the other hand, the management does not expect government
grant to significantly increase YoY in 2015 due to the completion of new factories.
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2014 Annual Results Review:

Absence of Government Grant and Weak 4Q14 Results.  UPC's reported net profit in 2014 plunged by 68.8% YoY, to only
RMB286 million, which missed consensus by more than 40% due to significant fall of government grant (down RMB211 million
YoY) and high effective tax rate (2014: 39.2%, up 12.1 ppt YoY). On the other hand, the Company’s reported net profit in
1Q-3Q14 was RMB350 million, which means the Company made a reported net loss of RMB64 million in 4Q14. As the
Company recorded RMB160 million disposal gain (pre-tax) in 4Q14, core net loss in 4Q14 is expected to be amounted to
above RMB160 million, which could be the worst 4Q in the past 8 years.

Table-1: 2014 Annual Results Review

Income Statement

RMB million 2013 2014 YoY 1H13 1H14 YoY 2H13 2H14 YoY
Revenue 23,329 22,488 -3.6% 12,204 12,367 1.3% 11,125 10,121 -9.0%
Cost of sales (15,549) (15,179) -2.4% (8,059) (8,347) 3.6% (7,490) (6,832) -8.8%
Gross Profit 7,780 7,308 -6.1% 4,145 4,020 -3.0% 3,635 3,289 -9.5%
Other income, net 384 168 -56.3% 162 73 -54.8% 222 95 -57.4%
Distribution expenses (6,825) (6,295) -7.8% (3,498) (3,208) -8.3% (3,327) (3,086) 7.2%
Administrative expenses 840 968 15.2% 390 469 20.2% 450 499 10.9%
Core EBIT 499 214 -57.2% 419 416 -0.7% 81 (202) n.a.
Finance income, net (@) (22) 192.6% 1 (64) n.a. 9) 42 n.a.
Associates & JVs 88 85 -3.9% 48 103 112.1% 40 (18) n.a.
Core Profit before tax 580 277 -52.3% 468 454 -3.0% 112 a77) n.a.
Other gains 536 138 -74.3% 261 0 -99.9% 275 137 -50.0%
Income tax 200 129 -35.3% 154 (99) -35.8% (45) (30) -33.8%
Reported Net Profit 916 286 -68.8% 575 355 -38.2% 342 (70) n.a.
Core Net Profit * 447 202 -54.9% 373 355 -4.8% 74 (153) n.a.
Gross Margin 33.3% 32.5% -0.8 ppt 34.0% 32.5% -1.5 ppt 32.7% 32.5% -0.2 ppt
Core EBIT Margin 2.1% 1.0% -1.2 ppt 3.4% 3.4% -0.1 ppt 0.7% -2.0% -2.7 ppt
Reported Net Margin 3.9% 1.3% -2.7 ppt 4.7% 2.9% -1.8 ppt 3.1% -0.7% -3.8 ppt
Core Net Margin 1.9% 0.9% -1.0 ppt 3.1% 2.9% -0.2 ppt 0.7% -1.5% -2.2 ppt

Source: the Company, Guotai Junan International.
* Exclude disposal gains and FOREX.

RTD Tea Suffered the Most in 2H14. Due to exceptional cool and rainy summer in 2014, demand for beverages slowed HoH
in 2H14 and distributors were actively clearing excessive inventories. Therefore, beverages sales of UPC were negatively
affected with a 14.2% YoY fall. Among various beverages, sales of RTD tea in 2H14 were the weakest with a 24.2% YoY fall.
On the other hand, despite a 4.5% YoY fall in juice sales in 2H14, such products’ sales YoY growth in 2H14 slightly improved
HoH, while other beverages’ sales YoY growth in 2H14 deteriorated HoH.

Table-2: Beverage Business Revenue Breakdown — By Pr  oduct
Beverage Business Revenue Breakdown

o 2H14
RMB million 1H13 2H13 1H14 2H14 Yoy HoH
Segment Revenue
RTD Tea 3,454 2,690 3,488 2,038 -24.2% -41.6%
Juice Drinks 2,403 1,855 2,166 1,773 -4.5% -18.2%
Milk Tea & Others 2,405 2,345 2,438 2,102 -10.3% -13.7%
Total 8,262 6,890 8,092 5,913 -14.2% -26.9%
Source: the Company.
See the last page for disclaimer Page 3 of 10
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Instant Noodle Business Turnaround in 2H14. Excluding disposal gains in 2013 (RMB213 million) and 2014 (RMB160
million), core operating profit of beverage business dropped by 14.6% YoY, to RMB543 million in 2014. Such disappointing
results were mainly related to a 14.2% sales decrease in 2H14 and UPC'’s beverage business recorded a core operating loss

of RMB78 million in 2H14, vs. a core operating profit of RMB186 million in 2H13. On the other hand, the Company’s instant E
noodle business reported an operating profit of RMB22 million in 2H14, vs. an operating loss of RMB82 million in 2H13 and %
RMB116 million in 1H14. §
Table-3: Segment Results Breakdown — By Business
Segment Results

RMB million 2013 2014 YoY 1H13 1H14 YoY 2H13 2H14 YoY

Segment Revenue

Beverages 15,152 14,005 -7.6% 8,262 8,092 -2.1% 6,890 5,913 -14.2%

Instant Noodle 7,826 7,960 1.7% 3,777 3,939 4.3% 4,049 4,021 -0.7%

Others 352 523 48.7% 166 336  102.5% 186 187 0.7%

Total 23,329 22,488 -3.6% 12,204 12,367 1.3% 11,125 10,121 -9.0%

Gross Profit

Beverages 5,424 4,944 -8.9% 2,966 2,913 -1.8% 2,458 2,031 -17.4%

Instant Noodle 2,285 2,285 0.0% 1,148 1,060 -1.7% 1,137 1,225 7.7%

Others 70 80 14.2% 31 47 53.5% 40 33 -16.4%

Total 7,780 7,308 -6.1% 4,145 4,020 -3.0% 3,635 3,289 -9.5%

Core Operating Profit *

Beverages 635 543 -14.6% 449 620 38.2% 186 (78) n.a. <

Instant Noodle (143) (94) -34.4% (60) (116) 92.4% (82) 22 n.a. é

Others (63) 237 274.6% 18 (88) n.a. (82) 149 82.2% ;

Total 430 212 -50.6% 407 416 2.2% 22 (204) n.a. \%

Gross Margin

Beverages 35.8% 35.3% -0.5 ppt 35.9% 36.0% 0.1 ppt 35.7% 34.3% -1.3 ppt g

Instant Noodle 29.2% 28.7% -0.5 ppt 30.4% 26.9% -3.5 ppt 28.1% 30.5% 2.4 ppt %

Core Operating Margin ?}

Beverages 4.2% 3.9% -0.3 ppt 5.4% 7.7% 2.2 ppt 2.7% -1.3% -4.0 ppt %

Instant Noodle -1.8% -1.2% 0.6 ppt -1.6% -2.9% -1.3 ppt -2.0% 0.6% 2.6 ppt

Source: the Company, Guotai Junan International.
* Exclude disposal gains.
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Beverage Business Underperformed Industry Growth in

2014. UPC's sales growths of RTD tea, juice, and milk tea &
coffee in 2014 were -10.0%, -7.5% and -5.1%, respectively, which all underperformed the corresponding industry growths of
-3.6%, -1.6% and 1.1%. UPC’s market shares in these markets in 2014 also slightly decreased YoY. However, UPC continued
to gain market share in instant noodle business and the Company’s instant noodle sales in 2014 also outperformed industry

growth.
Figure-1: Sales Growth of Various Products in China F  igure-2: UPC Market Share in Various Markets
20% 70%
16.0% 9 61.5% 62.4% 62.1%
15.2% ’ 60.6%
60%
0 0, L
10% 14.6% 50%
11.0%
40%
0,
1% 20% |
0% : 8% 6% 17.9%
. -1.6% on L 17.2% 970
27% 20% 13.3% 15.8%
0, L
10% L 12.5% 13.2% 13.1%
- 0,
o 2011 2012 2013 2014 0%
2011 2012 2013 2014
RTD Tea (wiout milk) Juice RTD Tea ——Juice ——MilkTea InstantNoodles
—Milk Tea ——InstantNoodles

Source: the Company, Nielsen.

Figure-3: Production Volume Growth of Instant Noodles

Source: the Company, Nielsen.

Figure-4: Revenue & Profit Growth of Instant Noodles
and Instant Food Manufacturers in China

in China
15%
e==YoY Growth YTD Growth

10%

5%

0% . . . IA\. L L —

N ———

5% |

-10%

-15% -
< < < < < < < < < < < 0
a ] =y > = =] o o © > [} o)
g £ 2 £33 2 § 8 2 8 ¢
) o
=4 c
] <
- bl

10%

====Revenue - YTD Growth Profit Before Tax - YTD Growth

5% W

0% L L L L L L L L L L

5%

-10%

Mar-14
Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14

Jan&Feb-14

Source: National Bureau of Statistics of China.

Figure-5: Production Volume Growth of Soft Drinks
in China

Source: National Bureau of Statistics of China.

Figure-6: Revenue & Profit Growth of Beverages
Manufacturers in China
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Source: National Bureau of Statistics of China.
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Figure-7: YoY Production Volume Growth of
Various Soft Drinks in China

Figure-8: YTD Production Volume Growth of
Various Soft Drinks in China
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Source: National Bureau of Statistics of China, Guotai Junan International.

Beverage Business is Expected to Benefit from Low PET

Source: National Bureau of Statistics of China, Guotai Junan International.

instant noodle business is expected to reach 29.6% in 2015, up 0.9 ppt YoY.

Resin Price. PET accounted for ~18% of UPC'’s total COGS in
2014. YTD PET resin price plunged by 27.1% YoY and was 24.7% lower than the average price in 2014. There could be
possibility for crude oil price to rebound moderately from current level in 2H15 but we expect average PET resin price in 2015
to be at least 15% lower than that in 2014. Although sugar price rebounds, cost savings from weak PET resin as well as milk
powder prices help beverages manufacturers’ profitability to improve in 2015. We expect UPC's gross margin of beverage
business to improve by 4.4 ppt YoY to 39.7% in 2015. On the other hand, palm oil price is currently under pressure while flour
price is not expected to post huge pressure to instant noodle manufacturers in 2015. With the help of ASP and product mix
improvement, instant noodle manufacturers’ gross margin in 2015 is also expected to improve YoY. UPC’s gross margin of

Figure-9: Average PET Resin Price YoY & YTD Growth Figure  -10: Average Sugar Price YoY & YTD Growth
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Source: Bloomberg.
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Figure-11: Average Palm Qil Price YoY & YTD Growth Figur e-12: Average Flour Price YoY & YTD Growth
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Source: MDEX.

Earnings Forecast Assumptions and Revisions:

Revise Up Beverage Business Earnings Forecast on Hig

Source: National Bureau of Statistics of China.

her Gross Margin.

Due to better gross margin expectation on

low raw materials prices and expected slight improvement in product mix, we revise up beverages business core EBIT by

55.7% and 44.6% in 2015-2016, respectively.

Table-4: Beverage Business Assumptions Revisions

» NEW OoLD CHANGE

RMB million 2015F 2016F 2017F 2015F 2016F 2015F 2016F
Revenue 15,284 16,161 16,794 15,226 16,075 0.4% 0.5%
Gross Profit 6,071 6,306 6,386 5,574 5,869 8.9% 7.4%
Core Operating Profit 1,230 1,223 1,252 790 846 55.7% 44.6%
Gross Margin 39.7% 39.0% 38.0% 36.6% 36.5% 3.1 ppt 2.5 ppt
Core Operating Margin 8.0% 7.6% 7.5% 5.2% 5.3% 2.9 ppt 2.3 ppt

Source: Guotai Junan International.

Revise Down Instant Noodle Business Earnings Forecas
noodle remains weak and UPC'’s “Revolution Noodles” does not receive overwhelming response from consumers. Therefore,
we trim the Company’s revenue growth and EBIT forecasts in 2015-2016.

t on Weaker Sales Growth Expectation.

Demand for instant

Table-5: Instant Noodle Business Assumptions Revisi ons
. NEW OLD CHANGE
RMB million 2015F 2016F 2017F 2015F 2016F 2015F 2016F
Revenue 8,200 8,825 9,498 8,763 9,431 -6.4% -6.4%
Gross Profit 2,428 2,613 2,958 2,502 2,827 -3.0% -7.6%
Core Operating Profit (22) 41 128 57 138 n.a. -70.4%
Gross Margin 29.6% 29.6% 31.1% 28.6% 30.0% 1.1 ppt -0.4 ppt
Core Operating Margin -0.3% 0.5% 1.4% 0.7% 1.5% -0.9 ppt -1.0 ppt

Source: Guotai

Raise 2015

Junan International.

Reported Earnings by 52.8%.

We revise up earnings forecast significantly as the Company’s beverage business

is expected to be hugely benefited from low raw materials prices. However, we remain slightly pessimistic towards the UPC’s
instant noodle business as the Company’s new products are not expected to be as successful as “Pickled Cabbage” flavored
ones. To conclude, UPC's reported net profit for 2015-2016 are revised up by 52.8% and 41.6%, respectively. The Company’s
reported EPS in 2015-2017 are expected to be RMB0.172, RMB0.188 and RMBO0.207, up 138.8%, 9.4% and 10.4% YoY,
respectively. Earnings growth is expected to slow in 2015 and 2016 as we still expect slow revenue growth, while gross margin
could fall due to possible rebound of raw materials.
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Table-6: Earnings Estimate Revisions

. NEW OLD CHANGE
RMB million 2015F 2016F 2017F 2015F 2016F 2015F 2016F
Revenue 24,033 25,563 26,898 24,569 26,144 -2.2% -2.2% E
Gross Profit 8,583 9,007 9,437 8,163 8,792 5.2% 2.4% %
Core EBIT 904 952 1,052 609 751 48.4% 26.8% g
Reported Net Profit 741 810 894 485 572 52.8% 41.6% =
Core Net Profit * 706 773 857 447 535 57.8% 44.5%
Reported EPS (RMB) 0.172 0.188 0.207 0.112 0.132 52.8% 41.6%
Core EPS (RMB) 0.163 0.179 0.198 0.104 0.124 57.8% 44.5%
Gross Margin 35.7% 35.2% 35.1% 33.2% 33.6% 2.5 ppt 1.6 ppt
Core EBIT Margin 3.8% 3.7% 3.9% 2.5% 2.9% 1.3 ppt 0.9 ppt
Reported Net Margin 3.1% 3.2% 3.3% 2.0% 2.2% 1.1 ppt 1.0 ppt
Core Net Margin 2.9% 3.0% 3.2% 1.8% 2.0% 1.1 ppt 1.0 ppt
Source: Guotai Junan International.
* Exclude disposal gains and FOREX.
Upgrade to “Accumulate” but Cut TP to HK$6.20. We expect strong earnings growth to be seen in 2015 on significant fall
in raw materials prices and possible sales rebound of beverages on expected better summer. However, weak sales growth is
still a concern as sales contribution from new products are only able to alleviate negative impact from falling sales of old
products. Valuation is fair as current price represents 25.8x 2015 PER. On the other hand, UPC’s market capitalization and
sales are approximately one-fourth and one-third of Tingyi's but UPC’s earnings in 2015 are at most one-fifth that of Tingyi's
(assuming Tingyi holds 100% equity interest in beverage business). We expect UPC'’s long-term profitability to further improve
on new products initiation that leads to product mix improvement. Therefore, we upgrade UPC'’s investment rating to
“Accumulate” but cut the Company’s TP to HK$6.20 on weak sales growth expectation. The new TP represents 28.6x 2015 <
PER, 26.1x 2016 PER and 23.7x 2017 PER. é
N
3
Table-7: Peers Valuation Comparison E
Company Toer 5 S MedelCep PER (X PR () ROE(K) o PR 2
FY13A  FY14F  FY15F FY14F FY14F FY14F FY14F R
Want Want China 00151 HK HK$ 7.820 103,164 19.4 215 17.8 6.5 3141 40.2 20.6 ©
Tsingtao Brewery 00168 HK HK$ 48.850 68,310 26.5 26.2 236 34 14.0 335 73 5
Uni-President China 00220 HK HK$ 5.600 24,188 174 62.0 26.4 1.8 3.0 325 1.7 5
WH Group 00288 HK HK$ 4.030 59,033 13.7 8.7 8.4 15 20.2 16.6 75 §
Tingyi 00322 HK HK$ 18.360 102,891 324 30.0 243 4.2 14.1 30.8 73 %
China Foods 00506 HK HK$ 2.980 8,336 n.a. n.a. 828 14 (2.8) 227 0.5 -
Hengan International 01044 HK HK$ 86.450 105,850 28.6 28.3 232 59 217 456 20.6
China Yurun Food 01068 HK HK$ 2.580 4,703 1075 n.a. 89.0 0.3 0.3 7.5 0.1
China Modern Dairy 01117 HK HK$ 2.570 12,406 209 9.8 10.0 1.5 16.5 374 273
China Mengniu Dairy 02319 HK HK$ 36.450 71,429 32.0 272 224 2.7 11.6 315 49
Vinda International 03331 HK HK$ 12.500 12,481 23.0 210 18.9 25 122 30.2 9.9
China Huishan Dairy 06863 HK HK$ 1.360 19,475 10.7 1.3 9.2 11 10.7 54.9 37.8
Simple Average 30.2 24.6 29.7 2.7 12.7 31.9 12.1
Weighted Average 25.6 25.3 21.6 4.0 17.8 34.8 12.8

Source: Bloomberg, Guotai Junan International.
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GUOTAI JUNAN INTERNATIONAL

Financial Statements and Ratios

Income Statement Balance Sheet
Year end Dec (RMB m) FY13A FY14A FY15F FY16F FY17F As at Dec 31 (RMB m) FY13A  FY14A  FY15F  FY16F  FY17F
Revenue 23,329 22,488 24,033 25,563 26,898 PP&E 10,186 11,642 12595 12493 12,404
Cost of sales (15,549)  (15,179)  (15450)  (16,556)  (17,461) Interests in JCEs & associates 1,500 1,546 1,666 1,762 1,848
Gross Profit 7,780 7,308 8,583 9,007 9,437 Leasehold land 2,114 2,151 2,182 2,198 2,199
Others 660 838 751 742 747
Other income, net 384 168 175 180 185 Non-current assets 14460 16,176 17,193 17,196 17,198
Selling expenses (6,825) (6,295) (6,789) (7,081) (7,303)
Administrative expenses (840) (968) (1,065) (1,154) (1,267) Inventories 1,514 1,129 1,241 1,383 1,488
Core EBIT 499 214 904 952 1,052 Trade and other receivables 1,574 1,744 1,949 2,142 2,304
Cash and cash equivalents 1,414 1,804 2,103 2,298 2,569
Finance income, net (7) (22) (67) (49) (25) Others 6 41 0 0 0
Share of JCEs & associates 88 85 120 96 86 Current assets 4,508 5,088 5,293 5,822 6,361
Core Profit before tax 580 211 957 998 1,114
Trade and other payables 4,325 4,081 4,410 4,729 4,982
Other gains, net 536 138 50 50 50 Short-term borrowings 902 1,556 1,500 1,500 1,500
Income tax (200) (129) (266) (238) (269) Others 109 83 96 110 126
Reported Net Profit 916 286 741 810 894 Current liabilities 5,336 5721 6,005 6,339 6,609
Core Net Profit * 447 202 706 773 857
Reported EPS (RMB) 0.255 0.072 0.172 0.188 0.207 Long-term borrowings 5,102 4,280 4,500 4,000 3,500
Core EPS (RMB) 0.124 0.051 0.163 0.179 0.198 Others 388 427 460 496 535
Non-current liabilities 5,490 4,707 4,960 4,496 4,035
Segment Results
Year end Dec (RMB m) FY13A FY14A FY15F FY16F FY17F Shareholders' equity 8142 10837 11,520 12,183 12,915
Revenue 23,329 22,488 24,033 25,563 26,898 BPS (RMB) 2.262 2.509 2.667 2.820 2.990
- Beverages 15,152 14,005 15,284 16,161 16,794
- Instant Noodles 7,826 7,960 8,200 8,825 9,498 Financial Ratio
- Others 352 523 549 576 605 FY13A  FY14A  FY15F  FY16F  FY17F
Core Operating Profit 430 212 954 1,002 1,102 Revenue Growth (%) 9.0 (3.6) 6.9 6.4 52
- Beverages 635 543 1,230 1,223 1,252 Gross Profit Growth (%) 5.1 (6.1) 174 49 48
- Instant Noodles (143) (94) (21) 41 128 Core EBIT Growth (%) (41.9) (57.2) 322.8 5.3 10.6
- Others (63) (237) (255) (262) (278) Reported Net Profit Growth (%) 71 (68.8) 159.5 9.4 10.4
Core Net Profit Growth (%) (46.0) (54.9) 249.8 9.5 10.9
Cash Flow Statement
Year end Dec (RMB m) FY13A FY14F FY15F FY16F FY17F Gross Margin (%) 333 325 357 352 35.1
- Beverages 358 35.3 39.7 39.0 38.0
Profit before tax 1,116 415 1,007 1,048 1,164 - Instant Noodles 29.2 28.7 29.6 29.6 311
Depreciation & amortisation 1,104 1,413 1,634 1,702 1,706 Core Operating Margin (%) 1.8 0.9 4.0 39 41
Others (578) 22 55 69 65 - Beverages 42 3.9 8.0 7.6 75
Working capital change (23) (101) 36 1 14 - Instant Noodles (1.8) (1.2) (0.3) 0.5 14
Interest and tax paid (385) (337) (355) (392) (421) Reported Net Margin (%) 39 1.3 3.1 32 33
Operating cash flow 1,234 1,411 2,377 2,438 2,528 Core Net Margin (%) 19 0.9 29 3.0 32
ROA (%) 52 14 34 36 38
Purchase of PP&E (4,487) (3,254) (2,500) (1,500) (1,500) ROE (%) 1.6 3.0 6.6 6.8 741
Others 404 29 316 (95) (95)
Investing cash flow (4,083) (3,225) (2,184) (1,595) (1,595) Inventory turnover days 32.8 31.8 28.0 29.0 30.0
Receivable turnover days 8.3 8.4 8.0 8.5 8.5
Change in borrowings, net 2,147 (168) 164 (500) (500) Payable turnover days 335 29.6 27.0 29.0 30.0
Dividends paid (171) 2,371 (57) (148) (162) Cash conversion cycle 7.7 10.6 9.0 8.5 8.5
Financing cash flow 1,975 2,204 107 (648) (662) Current Ratio (x) 0.8 0.9 0.9 0.9 1.0
Quick Ratio (x) 0.6 0.7 0.7 0.7 0.7
S:;’Jgf;in':;“h and cash (874) 390 299 195 271 Net gearing (%) 56.4 372 338 263 18.8
Foreign exchange effect (3) 0 0 0 0 Net interest cover (x) 67.1 9.8 135 19.3 423
Cash balance at year end 1,414 1,804 2,103 2,298 2,569 Payout ratio (%) 20.0 20.0 20.0 20.0 20.0
Source: the Company, Guotai Junan International.
* Exclude disposal gains and FOEX.
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GUOTAI JUNAN INTERNATIONAL

Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition g
Buy Relative Performance >15%; o
or the fundamental outlook of the company or sector is favorable. =
Accumulate Relative Performance is 5% to 15%; i
or the fundamental outlook of the company or sector is favorable. -
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS %
o
(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report. §
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report. e
(3) Except for Shandong Chenming Paper Holdings Limited-H shares (01812), China All Access (Holdings) Limited (00633), Guangshen H
Railway Company Limited-H shares (00525), Guotai Junan International Holdings Limited (01788) and Binhai Investment Company =
Limited (02886), Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer &
mentioned in this Research Report. |
(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months. ©
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DISCLAIMER i
o
This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities 5

(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in
research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2015 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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