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Quick Comment: The efficiency improvement and thus loss-cutting in retail is
the major focus for CRE and is the key catalyst for the stock. Management
maintained its target to achieve break-even for food retail segment by 2H17,
but it recognized challenges ahead in 2015 for reducing meaningful portion of
loss from 2014. We estimate retail will turn profitable by 2018, and the
amount of loss reduction will be back-end loaded. We think retail earnings
bottomed in 2014. With the stock trading at 0.7x 2015E P/B, a record low, and
other segments helping hedge the volatility in retail, we think the downside to
the stock is limited in the near term.

2014 Review: CRE reported 15% sales growth and an underlying loss of
HK$794mn. Excluding the impact of the Tecso consolidation at end-May 2014,
the like-for-like sales growth was 8% and there was an underlying profit of
HK$112mn (vs. underlying profit of HK$1.64bn in 2013). By segment:

= Retail: Excluding Tesco and the store provision, own retail made a
HK$187mn underlying gain and a ~HK$170mn loss in 2014 and 4Q14,
respectively, compared to net income of HK$734mn and HK$35mn in
2013 and 4Q13, respectively. It was mainly due to the difficulties in
N+NE+HK markets under declining SSSG. Management implied the
operations in these areas are under strategic review.

= Beer: Market share expanded 1ppt YoY to 24%, while net margin (post MI)
was down to 2.2% from 2.9% in 2013 under a challenging market. Loss in
4Q widened yoy due to operating deleverage (weak sales with more
promotions).

= Food: Management keeps the target to breakeven by 2016-17.

= Beverage: Strong net margin of 5.1% in 4Q14 was due to lower PET cost
and 1H-skewed ad spending in 2014.

Jan/Feb 2015 trend: 1) Retail SSSG (excluding Tesco) declined at a magnitude
similar to 2014's average, but the overall loss reduction was better than
expected. 2) Beer volume growth at 3-4% with ASP up 3-4% from mix

improvement.

2015 Outlook/Plans 1) Retail: Loss reduction for Tesco on a annualized basis.
2) Beer: 1-2% volume growth if market remains slow with some ASP
improvement. 3) Beverage: Continued margin improvement with above-20%
top-line growth. 4) The eCommerce platform will be launched by mid- 2015.
The initial capex is roughly HK$200mn. The operation will largely leverage off
the existing retail facilities to minimize the capex; management does not intend
to add much profit burden from this effort.
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Shr price, close (Mar 20, 2015) HK$15.08
52-Week Range HK$24.55-14.04
Sh out, dil, curr (mn) 2,410
Mkt cap, curr (mn) HK$36,347
EV, curr (mn) HK$58,036
Avg daily trading value (mn) HK$70
Fiscal Year Ending 12/14 12/15e 12/16e 12/17e
ModelWare EPS (HK$) (0.33) 0.17 0.39 0.68
Prior ModelWare EPS (0.17) 0.18 0.41 -
(HK$)

EPS, basic (HK$)** (0.33) 0.17 0.39 0.68
Consensus EPS (HK$)$§ 0.18 0.38 0.52 -
Revenue, net (HK$ mn) 168,864 185,596 200,440 216,159
EBITDA (HK$ mn) 6,286 7,629 9,457 9,631
Net income (HK$ (794) 411 950 1,629
mn)**

P/E, basic** NM 88.5 38.2 223
P/BV 0.8 0.7 0.7 0.7
EV/EBITDA 9.7 7.8 6.5 6.5
ROE (%)** (1.8) 0.8 1.9 3.2
RNOA (%)** 1.3 2.0 3.6 34
Div yld (%) 1.7 0.3 0.8 2.2
FCF yld ratio (%) (4.4) (3.3) (3.5) (1.9
Leverage (EOP) (%) 41 5.4 6.6 7.7

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare framework
§ = Consensus data is provided by Thomson Reuters Estimates

** = Based on consensus methodology

e = Morgan Stanley Research estimates
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Key Takeaways from Analyst Briefing

Tesco: The progress of integration went “above-expectation” in Jan/Feb 2015.

® Tesco's loss contribution was HK$300-350mn in 4Q14 vs. HK$600-650mn in Jun-Sep 2015 (four
months). Management has started to see some cost saving by combining the headquarter functions.

= Supply chain - the integration has not really started, as most supplier contracts for 2014 were signed
before the Tesco deal.

= Private label is another area of focus. Management sees upside on gross margin as CRE's original retail
has less than 5% of sales from private labels.

CRE's original retail (ex. Tesco): Underlying net income was HK$187mn in 2014 (ex. provision) vs.
HK$734mn in 2013.

= The key drag was still the loss-making operations in the North, Northeast and Hong Kong.
Management reveals that CRE will focus on improving the return in these areas.

= Gift card sales was another weak point, while the declining trend is narrowing. It went down ~30% yoy
in 2014.

Store Closure: CRE booked HK$800mn provisions (HK$640mn after minority) for the plan to close 38
hypermarkets (most will be closed in 2015).

Most of the to-be-closed stores will be gradually shut down after CNY.
= Only two are Tesco's stores as Tesco's store locations are better than CRE's.

= Management estimates these stores altogether made roughly HK$200-300mn loss a year at EBIT level.

CRE plans to net open less than 250 stores in 2015, with most of them being supermarkets or
convenience stores.

eCommerce: The platform will likely be launched in June-July after the system has been built up.

= The kick-start area will be Guangdong province.

= Management does not expect a big loss as CRE will heavily leverage off its existing logistics and
warehousing assets.

= Management indicated the development of eCommerce is part of the restructuring plan for the whole
retail operation and it will not dedicate too many resources to it before Tesco is fully integrated.

Beer: Management is focused more on market share gains and expects to improve margin slightly in 2015
through mix upgrades.

= Volume growth in Jan/Feb was at 3-4% yoy, above management's 2015 target at 1-2%.

= While management expects the ASP increase trend to continue by launching more premium products,
it indicates it is equally important to turn up sales for mid-/low-end products.

= Beer utilization rate was below 60% in 2014.

= Management plans to reinvest most of the gross margin gain into marketing and promotion to further
expand market share.

Beverages: Momentum continues with operating leverage.
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= CRE achieved 5.1% net margin in 4Q14 vs. loss in 4Q13, due to the major part of ad spending was
booked in 1H (e.g. the sponsorship in the film Transformer) and the falling PET price. Management is
confident of margin improvement prospect.

= Management expects above 20% sales growth for beverages in 2015.
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CRE: 2014 Actual vs. Estimate

Exhibit 1:

HK$mn; YE Dec
Sales
Retail
Beer
Food
Beverage
Intersegment & Others
Cost of goods sold
Gross profit
Other income
SG&A cost
Underlying Op Profit
Retail
Beer
Food
Beverage
Corporate Income/(Exp)
Net Finance Income
Equity Income
Profit before tax
Income tax
Profit from conti biz
Total Profit
Minority interest

Net Profit (Reported)
Underlying net profit
Retail
Beer
Food
Beverage
Corporate Exp

Margins
Gross margin
SG&A/sales
Underlying OPM
Retail
Beer
Food
Beverage
Effective tax rate
Net Margin (Reported)
Underlying Net Margin
Retail
Beer
Food
Beverage

SSSG

2013

146,413
95,174
32,994
12,089

7,305
(1,129)

(109,040)
37,373

2,113

(34,697)

4,509
1,973
2,581

208
224
(477)
230
27
5,046

(1,894)
3,152
3,152

(1,244)

1,908
1,642
734
943
53
106

(194)

25.5%
23.7%
3.1%
2.1%
7.8%
1.7%
3.1%
37.5%

1.3%
1.1%
0.8%
2.9%
0.4%
1.5%

4.7%

2014

-2%
-1%
-2%
7%
-1%
24%
-3%
1%
34%
-2%
193%
NM
-4%
-544%
84%

0.3%
0.0%
0.4%
0.0%
-0.1%
1.3%
2.3%

40.8%

0.1%
-0.2%
-0.2%
-0.3%
-0.2%

1.1%

2014

2014 2014e YoY Act:Est
168,864 172,636 | 15%
109,500 110,912 15%
34,482 35,248 5%
16,486 17,690 | 37%
9,891 9,995 | 35%
(1,495) (1,208)] 32%
(126,419) (129,782)| 16%
42,445 42,854 | 14%
2,755 2,066 | 30%
(43,483) (44,540)| 25%
1,084 370 | -76%
(1,020) (1,048) NM
2,200 2,296 | -15%
181 41) NM
503 274 | 125%
(780) (1,111) NM
188 118 | -18%
(64) 40 NM
1,841 528 | -64%
(1,550) (229) NM
291 299 | 91%
291 299 | 91%
(452) (715) NM
(161) (416) NM
(794) (416) NM
(1,359) (1,153) NM
761 891 | -19%
(134) (114) NM
237 126 | 124%
(299) (166) NM
25.1% 24.8%| 1.4%
25.8% 25.8%| 1.6%
0.6% 0.2%| -0.4%
-0.9% -09%| 0.2%
6.4% 6.5%| -0.6%
1.1% -0.2%| -3.2%
5.1% 2.7%| -0.7%
84.2% 43.4%| 13.0%
-0.1% -0.2%| -1.8%
-0.5% -0.2%| 0.1%
-1.2% -1.0%| 0.1%
2.2% 2.5%| -0.1%
-0.8% -0.6%| -2.1%
24% 1.3%)| -0.4%
-2.6% -2.0%| 0.6%

-0.6%

1H13  2H13
71,857 74,556
47907 47,267
16,078 16,916
5004 7,065
3375 3,930
(507)  (622)
(53,822) (55,218)
18,035 19,338
794 1,319
(16,206) (18,491)
2623 2,166
1,119 854
1,135 1,446
160 48
90 134
119 (316)
(153) 383
8 19
2,478 2,568
(1,002)  (892)
1476 1676
1,476 1,676
(458)  (786)
1,018 890
1,005 637
624 110
358 585
71 (18)

39 67
(87)  (107)
251%  25.9%
226%  24.8%
37%  2.9%
23%  18%
71%  85%
32%  0.7%
27%  34%
404%  34.7%
14%  1.2%
14%  0.9%
13%  02%
22%  35%
14%  -0.3%
12%  1.7%
56%  3.8%

Source: Company data, Morgan Stanley Research, E = Morgan Stanley Research estimates
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2H14
2H14 Act:Es
1H14 2H14 2H14e YoY t
83,506 85358 89,130 | 14% -4%
52,589 56,911 58,323 | 20% -2%
18,475 16,007 16,773 -5% -5%
8,035 8,451 9655 | 20%| -12%
5,023 4,868 4972 | 24% -2%
(6186) (879) (592)] 41%| 48%
(62,124) (64,295) (67,658) 16% -5%
21,382 21,063 21,472 9% -2%
1,451 1,304 605 -1%| 116%
(19,994) (23,489) (24,546)] 27% -4%
2,839 (1,122) (2,469)] NM| -55%
1,122 (2,142) (2,170) NM -1%
1,291 909 1,005 | -37%| -10%
50 131 (91) NM NM
34 469 240 | 250%| 95%
342 (489) (1,453) NM NM
(320) 508 438 | 33% 16%
(22) (42) 62 |-321%| -168%
2,497 (656) (1,969)] NM NM
(1,041) (509) 812 NM| -163%
1456 (1,165) (1,157)] NM NM
1,456 (1,165) (1,157)] NM NM
(527) 75 (188)|-110%| -140%
929  (1,090) (1,345) NM NM
668  (1,462) (1,084)] NM NM
439  (1,798) (1,592) NM NM
417 344 474 | -41%| -27%
(72) (62) (42) NM NM
66 171 60 | 155%| 187%
(182) (117) 16 NM NM
25.6% 24.7% 24.1%)| -1.3%| 0.6%
23.9% 27.5% 27.5%| 2.7%| 0.0%
3.4% -1.3% -2.8%| -4.2%| 1.5%
21% -3.8% -3.7%| -56%| 0.0%
7.0% 57% 6.0%| -2.9%| -0.3%
0.6% 1.6% -0.9%| 0.9%| 2.5%
0.7% 9.6% 48%| 6.2%| 4.8%
41.7% NM NM
1.1% -1.3% -1.5%| -2.5%| 0.2%
0.8% 1.7% -1.2%| -2.6%| -0.5%
0.8% -3.2% -2.7%| -3.4%| -0.4%
2.3% 2.1% 2.8%| -1.3%| -0.7%
-0.9% -0.7% -0.4%| -05%| -0.3%
1.3% 3.5% 12%| 1.8%| 2.3%
-1.4% -3.8% -2.6%]
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CRE: Key Financial Summary

Exhibit 2: CRE: Key Financial Summary

HK$mn 2013 2014 2015E 2016E 2017E 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14
Overall

Core business

Net Sales 146,413 168,864 185596 200440 216,159 36,153 35704 40,583 33,973 41812 41694 47551 37,807
Intersegment Sales (1,129)  (1,495)  (1,600) (1,712  (1,797) (204)  (303) (334) (288) (346) (304)  (438) (407)
EBITDA 8,708 6,046 7,629 9,457 9,631 1,812 2,405 3,345 1,146 2,027 2,694 2396 (1,071)
EBITDA - underlying 8,428 5413 7,629 9,457 9,631 1812 2388 3333 895 2073 2440 2,303 (1,403)
Net profit 1,908 (161) 411 950 1,629 512 506 920 (30) 356 573 71 (1,019)
Net profit - underlying core 1,642 (794) 411 950 1,629 512 493 911 (274) 349 319 (101) (1,361)
Margin - core

EBITDA margin - core 5.9% 3.6% 41% 4.7% 4.5% 50% 67% 82% 34% 4.8% 6.5% 5.0% -2.8%
EBITDA margin - underlying core 5.8% 3.2% 4.1% 4.7% 4.5% 50% 67% 82% 26% 5.0% 59%  4.8% -3.7%
Net margin - core 1.3% -0.1% 0.2% 0.5% 0.8% 1.4% 14% 23% -01% 0.9% 14% -0.1% -2.7%
Net margin - underlying core 1.1% -0.5% 0.2% 0.5% 0.8% 1.4% 1.4% 22% -08% 0.8% 08% -02% -3.6%
YoY growth - core

Sales - core 16% 15% 10% 8% 8% 8% 17% 19% 21% 16% 17% 17% 1%
Net profit - core -52% -108% -355% 131% 1% -61% -44% -19% NM -30% 13% NM NM
Underlying net profit 8% -148% -152% 131% 71% 9%  -14% 36% NM -32% -35% NM NM
Retail

Store # incl. franchised stores 4,614 4,726 4,801 4,956 5121 4448 4494 4551 4614 4625 4,785 4,825 4,866
Sales 95174 109,500 118,233 122,341 128,373 25923 21984 23920 23347 28,081 24508 29582 27329
Underlying EBITDA 3,460 690 2,369 2,960 3,561 1,224 725 733 778 1,276 618 (84) (1,120)
Underlying net profit 734 (1,359) (780) (319) (8) 525 99 75 35 464 (25) (732) (1,066)
Margin

Underlying EBITDA margin 36% 0.6% 2.0% 2.4% 2.8% 4.7% 3.3% 31% 3.3% 4.5% 25% -0.3% -4.1%
Underlying net margin 0.8% -1.2% 0.7% -0.3% 0.0% 20% 0.5% 0.3% 0.1% 17% -01% -25% -3.9%
Sales Growth 14.0% 15.1% 8.0% 3.5% 4.9% T3% 223% 142% 142% 83% 115% 23.7% 17.1%
SS5G 4.7% -2.6% -2.0% 2.0% 23% 29% 83% 65% 11% -04% -24% -20% -5.6%
Beer

Volume (mn liters) 11,722 11,842 12,096 12,695 13,331 2,297 3462 4072 1,881 2575 3726 3819 1,722
Sales 32,994 34,482 36,670 40,105 43,820 6,548 9530 11,332 5584 7876 10599 10911 5,006
EBITDA 4,415 4,353 4,381 4,857 5,390 436 1492 2290 197 672 1619 2118 (56)
Net profit - Post MI 943 761 856 1,033 1,215 (23) 381 749 (164) 6 411 625 (281)
Margin

EBITDA margin 13.4% 12.6% 11.9% 121% 12.3% 6.7% 157% 202% 3.5% 85% 153% 19.4% -1.1%
Net margin - Post MI 2.9% 2.2% 2.3% 2.6% 2.8% -0.4% 4.0% 66% -29% 0.1% 3.9% 5.7% -5.5%
YoY growth

Volume 10% 1% 2% 5% 5% 162% 21% 102% 199% 12.1% 76% -6.2% -8.9%
Sales 18% 5% 6% 9% 9% 13% 8% 24% 31% 20% 1% 4% -9%
Net profit 15% -19% 12% 21% 18% NM -T% 49% NM NM 8% -17% T1%
Food

Sales 12,069 16,486 20,023 24,971 28,641 2433 2571 3171 3,894 3942 4093 4334 4117
EBITDA 409 257 300 356 427 142 109 134 24 69 98 87 3
Underlying net profit 53 (134) (84) (64) 28 57 14 30 (48) (50) (22) (19) (43)
Margin

EBITDA margin 3.4% 1.6% 1.5% 1.4% 1.5% 5.8% 4.2% 4.2% 0.6% 1.8% 2.4% 2.0% 0.1%
Underlying net margin 0.4% -0.8% -0.4% -0.3% 0.1% 23% 0.5% 09% -12% -13% -05% -04% -1.0%
YoY growth

Sales 16% 36.6% 21.5% 24.7% 14.7% 6% 1% 20% 48% 62% 59% 37% 6%
Underlying net profit -80% -353% -37% -24% -144% 0% -84% -56% NM NM NM NM NM
Beverage

Volume 4,930 6,556 8,112 9,470 10,696 971 1,297 1,687 976 1400 1822 2179 1,156
Sales 7,305 9,891 12,269 14,734 17,123 1453 1922 2494 1436 2259 2798 3,162 1,672
EBITDA 324 673 929 1,079 1,226 42 92 218 (28) 56 156 233 228
Net profit 106 237 328 381 437 8 3N 90 (23) 10 56 85 86
Margin

EBITDA margin 4.4% 6.8% 7.6% 11.4% 11.5% 29% 48% 87% -19% 25% 5.6% 7.4% 13.6%
Net margin 1.5% 2.4% 27% 26% 2.6% 06% 1.6% 36% -1.6% 0.4% 2.0% 2.7% 5.1%
YoY growth

Volume 41% 33% 24% 17% 13% 43% 29% 44% 50% 44% 40% 29% 18%
Sales 53% 35% 24% 20% 16% 56% 41% 54% 67% 55% 46% 27% 16.4%
Net profit 23% 124% 38% 16% 15% 33% 29% 55% NM 25% 81% 6% NM

Source: Company Data, Morgan Stanley Research Estimates
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Valuation Charts
Exhibit 3: CRE: Forward P/E
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Exhibit 4: CRE: Forward P/B
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investment senices and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in Morgan
Stanley Research on a principal basis. Morgan Stanley may hawe a position in the debt of the Company or instruments discussed in this report.

Certain disclosures listed abowve are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cower. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley
Research contains more complete information conceming the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and
not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor’s decision
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of February 28, 2015)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our
ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cower.
Owverweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond
Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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STOCK RATING CATEGORY COUNT % OF TOTAL COUNT  %OF TOTAL % OF RATING

IBC  CATEGORY
Overweight/Buy 1161 35% 321 41% 28%
Equal-weight/Hold 1459 44% 370 47% 25%
Not-Rated/Hold 101 3% 10 1% 10%
Underweight/Sell 609 18% 88 1% 14%
TOTAL 3,330 789

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 months.

Analyst Stock Ratings

Owerweight (O). The stock's total retum is expected to exceed the average total retum of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total retum is expected to be in line with the average total retum of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total retum relative to the average total retum of the analyst's
industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total retum is expected to be below the average total retum of the analyst's industry (or industry team's) coverage universe, on
a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant
broad market benchmark, as indicated below.

In-Line (1): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad
market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad
market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe -
MSCI Europe; Japan - TOPIX Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith
Bamey LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC. This review and approval is
conducted by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley & Co. Intemational PLC and its affiliates have a significant financial interest in the debt securities of China Mengniu Dairy, Tingyi (Cayman
Islands).

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within
the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to
the recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or
other factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.

Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley
to clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients
through altemate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go
to Matrix at http://www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By
accessing and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance
with our Privacy Policy and our Global Cookies Poalicy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your
preferences and to collect readership data so that we can deliver better and more personalized senice and products to you. To find out more information
about how Morgan Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://vwmww.morganstanley.com/privacy_pledge.htm).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
salicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your
investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market
indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in
securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the
subject company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists’
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.

The "Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan
Stanley owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research,
Morgan Stanley may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them
in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley
Research may hawe investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways
different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley
business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such
information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.
Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan
Stanley. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. To our readers in
Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities
in Hong Kong. If you have any queries conceming Morgan Stanley Research, please contact our Hong Kong sales representatives.

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the
use of Morgan Stanley Asia Limited.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, \erifications and/or registrations from the relevant govemmental
authorities themselves.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for
Commodities related research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts
responsibility for its contents) and by Bank Morgan Stanley AG, Hong Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration
number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with,
Morgan Stanley Research) and by Bank Morgan Stanley AG, Singapore Branch (Registration number T11FC0207F); in Australia to "wholesale clients"
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within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial senvices
license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian
Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial senices license No.
240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co Intemational plc, Seoul Branch; in India by Morgan Stanley India
Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved of and
takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth
Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley,
S.V., S.A., a Morgan Stanley group company, which is supenised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley
Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish
regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. Intemational plc, authorized by
the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK
research that it has prepared, and approves solely for the purposes of section 21 of the Financial Senices and Markets Act 2000, research which has been
prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the Financial Conduct Authority, also
disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. Intemational plc or Morgan
Stanley Private Wealth Management representative about the investments concemed. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE
Limited and regulated by the Financial Senices Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by
Morgan Stanley Intemational Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (DIFC Branch), regulated by the Dubai
Financial Senices Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial senices to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory senice is provided exclusively to persons based on their risk and income preferences by the authorized
firms. Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and retum preferences.
For this reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and senice marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not hawe liability for any damages
relating to such data. The Global Industry Classification Standard (GICS) was deweloped by and is the exclusive property of MSCl and S&P. Morgan Stanley
Research or portions of it may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

INDUSTRY COVERAGE: China Consumer Staples

COMPANY (TICKER) RATING (AS OF) PRICE* (03/20/2015)
Lou, Lillian
Bright Dairy (600597.SS) E (12/08/2014) Rmb19.85
China Agri-Industries (0606.HK) E (06/02/2014) HK$3.03
China Foods Limited (0506.HK) U (02/07/2013) HK$2.91
China Mengniu Dairy (2319.HK) 0(12/12/2008) HK$36.25
China Resources Enterprise (0291.HK) E (06/19/2014) HK$15.08
Kweichow Moutai Company Ltd. (600519.SS) 0(10/17/2014) Rmb193.50
Luzhou Lao Jiao Co. Ltd (000568.SZ) U (10/17/2014) Rmb22.99
Shuanghui Development (000895.S2) E (02/01/2015) Rmb34.66
Tingyi (Cayman Islands) (0322.HK) U (10/28/2013) HK$18.50
Tsingtao Brewery (600600.SS) E (02/04/2012) Rmb41.34
Tsingtao Brewery (0168.HK) E (01/29/2014) HK$51.10
Uni-President China (0220.HK) U (10/28/2013) HK$5.42
Want Want China Holdings Ltd (0151.HK) E (04/11/2013) HK$7.98
WH Group (0288.HK) 0(09/08/2014) HK$4.20
Wuliangye Yibin Company Ltd. (000858.SZ) E (01/29/2014) Rmb22.63
Yantai Changyu Pioneer Wine Company Ltd. (000869.S2) E (02/01/2015) Rmb36.15
Yantai Changyu Pioneer Wine Company Ltd. (200869.S2) 0(02/01/2015) HK$26.65
Yili Industrial (600887.SS) 0(01/29/2014) Rmb29.50

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.

© 2015 Morgan Stanley
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