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Slow Earnings Growth but Attractive Discount to A-Shares g
<
. Vi <
A K AE 5 AR AT iR BOR 5
(] Beer industry’s production volume in China decreased by 4.3% during Rating: Neutral
Jan.-May 2015, while revenue and profit before tax growth of beer Maintained
manufacturers in China were 1.3% and 60.2%, respectively, during Jan.-Apr.
2015. Tsingtao’s sales volume, revenue and core net profit growth in PR k()
1Q15 were -55%, -3.1% and -2.1%, respectively, which all
underperformed industry averages and major peers. 6-18m TP Hiztr HK$50.00
HK$49.00
o Tsingtao targets to gain market share and aims to achieve sales volume v
growth which is at least 2 ppt above industry average. We believe Tsingtao Share price itffi: HK$48.850
has the ability to achieve such results but given weakening demand for beer,
the Company’s sales growth is expected to remain slow. All beer Stock f
manufacturers are targeting to improve their sales mix for profitability Hn?\(%fﬁer ormance
improvement but Tsingtao is sacrificing its low-end products’ sales volume. < . ¢
250 T % of return
To conclude, we trim previous reported EPS forecast for 2015-2016 by oo &
3.7% and 0.8%, respectively. Tsingtao’s reported EPS is expected to reach 15'D
RMB1.593, RMB1.701 and RMB1.783 in 2015-2017, respectively. m‘o
[ Tsingtao’s H-shares are now trading at roughly 22.5% discount to its A-shares 50T
but H-share valuation is just fair. CAGR of Tsingtao’s sales during oo
2009-2014 was 10.0% but core operating profit CAGR for the same Go T
period was only 2.4%. Therefore, we still maintain “Neutral” on Tsingtao and oo T
slightly revise up TP to HK$50.00 on roll over. The TP represents 24.9x 2015 @0 T .
PER, 23.3x 2016 PER and 22.3x 2017 PER. @or I
(250 ~ [oe}
® 2015 4F 1-5 I [E M S AR D 4.3%, 1T P EATLIN BRIE BB T 2015 4 . T T e e g
o
1-4 H R 1.3% 1% 60.2%. H REEEE. BB OER T 2015 45 1 F .
FIBEAY BIN-5.5%. -3.1%K-2.1%, HERTLREERELHF. &
° H SN A S HCE T 0, AR R H O E TATE 2 A . ATIAK g‘{;r‘i‘;‘” Share Price N 41\;4 5 ,{3\)“%" 11; e
T WS fE 7712 R H ARE T Y R AL S, O m B R BT 4RO K T =
FE P O 2 3409 S DU O 7 L R ARTHRURIRE S, (7 S MR 72 i 1 YR % 20) 00 ar 5
HEMKZ AL £EM s, RAIDE FRAR T 2015-2016 F£ERIREFF] 3.7% ?;;\-J;g’;gg%irlgex 12 (10.7) (32.8) no:\
& 0.8%. %E%HE@ 2015-2017 ﬁﬁﬁﬁ?&%‘@ﬂfﬁ%ﬁ%ﬁ%ﬂﬁﬂ)\%ﬂ? 1.593 JTD\ }\Efﬁ Avg. share price(HK$) 50.2 50.9 54.4 %
1.701 JL R AR 1T 1.783 JG. PR GEO : ' : G

Source: Bloomberg, Guotai Junan International.
®  HIBE A BITIERY 22.5%, H H BASEACA A EL. 2009-2014 £ BT MR &4
HHKER 10.0%, ERFRLEFUNNESEHMKERT 2.4%., Hit, RIITEH
AFRBRTYN B, BAR BRI RHERS f2 I E 50.00 W, % HARAES T
] 2015-2017 SR 5N 24.9. 23.3 K 22.3 fi,

Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
s [LON i AR 15 ) IR RIS g AR B T MRS ISR 7 il G T
12/31 (RMB m) (RMB m) (RMB) (A%) ) (RMB) ) (RMB) (%) (%)
FY13A 28,291 1,973 1.461 12.2 26.1 10.378 3.7 0.450 1.2 14.9
FY14A 29,049 1,990 1.473 0.8 26.5 11.390 3.4 0.450 1.2 135
FY15F 30,200 2,153 1.593 8.2 24.4 12.530 3.1 0.550 1.4 13.3
FY16F 32,069 2,299 1.701 6.8 22.8 13.678 2.8 0.650 1.7 13.0
FY17F 33,407 2,409 1.783 4.8 21.8 14.808 2.6 0.750 1.9 12.5
Shares in issue (m) &% (m) 1,351.0 Major shareholder K%< Tsingtao Group 30.6%
Market cap. (HK$ m) iifH (HK$ m) 65,995.5 Free float (%) HH@ELZE (%) 58.8
3 month average vol. 3 > H P a2 4 (‘000) 2,507.5 FY15 Net gearing (%) 15 =451 i/l R 54 (%) Net Cash
52 Weeks high/low (HK$) 52 J& &5 /i% 64.000 / 47.600 FY15 Est. NAV (HK$) 15 “EEE Al (HE7T) 50.0

Source: the Company, Guotai Junan International.
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2015 4F 1 =5, AFEHHE RN, 2015 4F 1-5 H E P 0= s 4% kb 4.3%, 1 B P9 AN BoRiE S 4T 2015 4F 1-4
A HEHE S 59 1.3% K 60.2%. 2015 4 1-5 AWMU p a1 KIS M. SREEREIHE, S50 (A7) £+
B 58 = KMUE) /. AW 2015 4R35 1 BRI GTR 59 L EE RN . BAREE 1 AR MUB IR EE, MUB R 55 7 R DL
[FV BB 55 4 T RS LA 25 1 AT RE R 0 75 S M BB . 4k, AR B & 3R THIE T K, 58NS
NIKE, 2015 FF AR A ESIE T H M, HEFAIGK B8 & FATIEE 2 AN E s AT N E B UEE fe 1k B H 7,
S TR AT B A T3 0 /N R ) R VR Ok B . [ A R P R K BB TR 2015 AR T bR g A E RN (2014
FERERMA R ZW) o A, FRAVXH 2015 4575 ST K45 BRI LU 2.5%. RSB AR R — B sy, &A1+
ATRTHA AR 2015-2016 FRE 44 1,000 T HHEIE .
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®-1. FANLSENSLE (15 F 1 )

T I ML 4B * ABInBev ** FHE T LY
AR B 00168 HK 00291 HK ABI BB 000729 CH
fHE (T 206 265 168 121
AR -5.5% 2.9% 16.5% 1.9%
HESM (NRM TH) 3,485 2,583 3,703 2,593
[JH K 2.5% 7.4% 2.5% 2.2%
PN 7,178 6,842 6,218 3,146
[JH K -3.1% 10.5% 19.5% 4.2%
ESiES 32.2% n.a. n.a. 21.4%
A I -0.8 ppt n.a. n.a. -0.3 ppt
EBITDA n.a. 696 1,615 n.a.
[ n.a. 29.0% 52.2% n.a
HRLE 521 80 n.a. 53
(AR -11.0% 752.3% n.a. 5.2%
Ei:S=REimilE 7.3% 1.2% n.a. 1.7%
[ -0.6 ppt 1.0 ppt n.a. Viilak

RN A2 A, Bloomberg., [HFEL L.
* K 1£100% 47 -
([

TNVEEARER, EFFERRE. 2014 F, FELFEUE AN 36.0 7+, R TR 1.5%. 2013 4F, FyHAMA
SRR NIV B 43,1 Th, BATIE o ] L B A R R R . S A W ORI T B, FRATT U ] R 9
FIE IR 55 . KA &, o B 1 AR S5 0 K U 12+ GDP 3. o E U KHIE) 7+ 2014 51 2015 1)
L, 5A %] 68.0%M 72.2%, [FILLHGIN 2.2 ANE A 2.0 NMEAG A, XEERBA FA 2 Y R eI 1505,

AT RS R B TSR . 534, FRATI A TOIX S | R 2 78 2016 42 B ELEER s BN 1A B3 1, (ER = A& T+

HHH.
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E-6: EsZFMAE B-7: B AR
US$/ton RMB/ kg
325 mmmm Imported Malt Price- LHS 1 5% 63 r - 5%
YoY Growth - RHS
310 - @Y TD Growth - RHS 1 0% 62 L 1 4%
e | | o o »/—_ |

60 1 2%
280 | -10% :
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S ¢ ¢ ¥ 8 ¥ S S ¥ < T & O 0 n WO c 9 5 5 > < 5 ©» o o 2 9 < 9 5 5 > c
T aZ T Z LTI L AETeo:ao:ocT s ¢ $2E3~52862885¢222¢F83
s 2 2 &8 3" 286 288 ¢ s 2 = DomesticRice Price - LHS YoY Growth -RHS === YTD Growth - RHS

HHINE: 1 EAETE, NYSE Liffe, HEE %[5, AR PEG R FEE L.
3 > .

BT e B BT

HTHEREVEZBANBAMR, TREBM. BN AS SUIERHEETU, oy E R 7R B T a5 KO g m gk ag 55. &
FA P& S TR A R v I S5 N M T 2 o [RIE,  BRATT 030 R T i S Ml T 2015-2016 R E BF] 3.7% 5 0.8%.
S 2015-2017 FEAFHR A RIS AA B AR T 1.593 jo. ARM 1.701 st ARM 1.783 7, 1#E 8.2%. 6.8%F1
4.8%.,

R-2: BAIMBIT

e IH )
AR BA 2015F 2016F 2017F 2015F 2016F 2015F 2016F
fHE (T 938 976 1,000 973 1,012 -3.6% -3.6%
L'ON 30,200 32,069 33,407 31,295 32,697 -3.5% -1.9%
B 9,304 9,879 10,259 9,644 10,051 -3.5% -1.7%
LG E R 2,297 2,519 2,676 2,336 2,499 -1.7% 0.8%
i R 2,153 2,299 2,409 2,235 2,318 -3.7% -0.8%
015 F 1,916 2,085 2,203 2,007 2,113 -4.5% -1.3%
WETREF (NRH) 1.593 1.701 1.783 1.654 1.716 -3.7% -0.8%
OB EFR (NRH) 1.418 1.543 1.631 1.485 1.564 -4.5% -1.3%
SVl 30.8% 30.8% 30.7% 30.8% 30.7% FHIF 0.1 ppt
L& E R 7.6% 7.9% 8.0% 7.5% 7.6% 0.1 ppt 0.2 ppt
0015 F Il 7.1% 7.2% 7.2% 7.1% 7.1% HHIF 0.1 ppt
F% 0 V) 6 6.3% 6.5% 6.6% 6.4% 6.5% -0.1 ppt AH [

RRI: HF T2 e
* PUIFEOFHIG RN LT -

EREEIPHAN HiE” , B LEER50.00850. BEARNTIEATIE S w0 h @i a gk, b E g M i o
BRI 06 2 w5 BRI KA R T . T SR AR OB FE (20094 AIRI17.114476; 20144F: ARMI19.221270)
BRI (20094F-20144F: 10.0% M E SHEKIGKFR) BKIFA—F. FHMEKEFX T EH0 0 R0 80k, H2
BATTHA20154E FN20 164 A 5380 LR AN =7 53— T, 7 & MU (00 55 309 2 IR & i3 R i B, AT 2 =) Rk
HIIR 2 b 2R G G o HIR IR AT S #5141 11 T-2000-20154F-4) 5ill 920.0%7F16.0%, LA K HIC AL AR 13 41 T-2010-20154F245.1%.
H ATH AT K £922.5%, EHRASEMCNEEE, KON A R RIS EAR 24452015 AR . BT R 55 A Bl K wi,
BAEKIOTEE 28 . RATWDCF B AR A1 450.004 70, 4T AW 2015-2017F T & 247 °824.9. 23.3%22.3ff%F. HEHIKX
A S I e

See the last page for disclaimer Page 4 of 7

19 June 2015

Tsingtao Brewery 7 i H (00168 HK)

- Company Report



[ 3= B %2 3 PR

GUOTAI JUNAN INTERNATIONAL

Bl-8: T 5 ML (H-) 2 £ i i 2 R X R

Bl-0: 7 i M (A-B) SR T B R X 1A

70 7

60 T

50 T

40 1

30 T

20 T

10 1

0 1 1 1 1

—— High PER (H-SHARE)

Mean PER (H-SHARE)
Low PER (H-SHARE)

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

X
120 T

—— High PER (A-SHARE)

100 T

Mean PER (A-SHARE)

80 + Low PER (A-SHARE)
60 +

40 T

20 1

0 L L L L L L L L L )

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
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RN 28 E], Bloomberg. [HFEL L.

o 3 . EXES ZE

27 I L (fg% i @y P ey e
[EWi)) FY14A FY15F FY16F FY15F FY15F FY15F FY15F

T L 00168 HK HK$ 48.850 76,035 26.3 24.9 225 31 131 34.0 71
A ) 00291 HK HK$ 25.800 62,471 n.a. 1271 62.2 1.3 17 244 0.9
SHE T ALY 000729 CH RMB 11.840 41,545 45.7 39.1 359 2.6 6.7 412 7.8
Anheuser-Busch Inbev ABI BB EUR 107.400 1,528,434 25.3 221 21.0 3.6 16.9 60.3 327
[T 324 53.3 35.4 2.7 9.6 40.0 12.2
TP 25.8 26.5 22,9 3.5 15.9 57.3 29.8

RN Bloomberg., [HEE L.

3R

£-4: 2015 4 1 FHEFE IV SE B

MR

ANRT B 2014 4 1 Zf% 2015 4 1 FfF Gil24
LN 7,408 7,178 -3.1%
B AR (4,425) (4,346) -1.8%
I 2% 538 518 -3.7%
EFE 2,445 2,314 -5.4%
534H 9 (1,574) (1,363) -13.4%
TSR 292 320 9.4%
AN Y= IR 579 631 9.0%
A& 9) (17) 81.8%
W EN, 85 61 -27.9%
F BT R 655 675 3.2%
HAt =, 15480 134 58 -56.4%
HATFE 788 734 -6.9%
FiS 8 207 211 1.9%
TR FE 581 523 -10.1%
WAL 4 2) n.a.
Ei-a=pEy N 586 521 -11.0%
A NE 1ML 485 475 -2.1%
SSVIIES 33.0% 32.2% -0.8 ppt
L& EFEZR 7.8% 8.8% 1.0 ppt
et R 2 7.9% 7.3% -0.6 ppt
o5 R 28 6.5% 6.6% 0.1 ppt

TR LA,

* P ELFFERF AR A 0T H
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W5 1R B
MR B R
Year end Dec (RMB m) FY13A FY14A FY15F FY16F FY17F As at Dec 31 (RMB m) FY13A FY14A FY15F FY16F FY17F
Sales 28,291 29,049 30,200 32,069 33,407 PPE & CIP 9,247 10,171 10,546 10,881 11,184
yoy growth 9.7% 2.7% 4.0% 6.2% 4.2% Intangible assets & Goodwill 3,613 4,088 4,080 4,071 4,060
COGS (17,008)  (17,899)  (18,657)  (19,850)  (20,741) Others 2,231 2,393 2,403 2,403 2,407
Tax expenses (2,228) (2,183) (2,240) (2,340) (2,407) Non-current assets 15,090 16,652 17,029 17,354 17,650
Gross Profit 9,055 8,967 9,304 9,879 10,259
yoy growth 11.2% -1.0% 3.7% 6.2% 3.8% Inventories 2,535 2,487 2,676 2,748 2,935
Distribution expenses (5,611) (5,683) (5,587) (5,853) (6,013) Trade receivables 152 125 123 140 153
Administrative expenses (1,573) (1,362) (1,419) (1,507) (1,570) Other receivables 457 377 400 429 460
Core Operating Profit 1,872 1,922 2,297 2,519 2,676 Cash and cash equivalents 8,532 6,389 7,674 9,231 10,544
yoy growth -3.8% 2.7% 19.5% 9.7% 6.2% Others 599 974 1,060 1,166 1,283
Share of JVs & Associates 229 24 25 28 30 Current assets 12,274 10,352 11,933 13,713 15,374
Finance income, net 251 335 299 333 365
Core Profit before tax 2,353 2,281 2,621 2,880 3,071 Trade payables 2,707 2,494 2,617 2,806 2,876
Other gains, net 314 402 316 285 274 Other payables 5,528 5,512 5,750 6,043 6,350
Profit before tax 2,667 2,683 2,937 3,165 3,345 Borrowings 101 433 300 200 100
Income tax (692) (663) (734) (791) (836) Others 2,778 789 850 900 900
Profit after tax 1,975 2,020 2,203 2,374 2,509 Current liabilities 1,114 9,228 9,517 9,949 10,226
Minority interests (2 (29) (50) (75) (100)
Reported Net Profit 1,973 1,990 2,153 2,299 2,409 Borrowings 5 3 0 0 0
yoy growth 12.2% 0.8% 8.2% 6.8% 4.8% Others 2,373 2,486 2,567 2,615 2,668
Core Net Profit * 1,656 1,671 1,916 2,085 2,203 Non-current liabilities 2,378 2,488 2,567 2,615 2,668
yoy growth 12.6% 0.9% 14.6% 8.8% 5.7%
Minority interests (147) (100) (50) 25 125
Reported EPS (RMB) 1.461 1.473 1.593 1.701 1.783
Core EPS (RMB) 1.226 1.237 1.418 1.543 1.631 Shareholders' equity 14,021 15,388 16,928 18,479 20,005
DPS (RMB) 0.450 0.450 0.550 0.650 0.750 BPS (RMB) 10.378 11.390 12.530 13.678 14.808
HETER Tt 5t
Year end Dec (RMB m) FY13A FY14A FY15F FY16F FY17F FY13A FY14A FY15F FY16F FY17F
Profit after tax 1,975 2,020 2,203 2,374 2,509 Gross Margin (%) 320 30.9 30.8 308 30.7
Depreciation 712 731 862 908 945 Core Operating Margin (%) 6.6 6.6 7.6 7.9 8.0
Amortisation 167 192 207 209 21 Reported Net Margin (%) 7.0 6.9 71 7.2 72
Others 547 (1,251) (51) 110 (202) Core Net Margin (%) 59 58 6.3 6.5 6.6
Operating Cash Flow 3,401 1,691 3,221 3,600 3,464 ROE (%) 14.9 13.5 13.3 13.0 125
ROA (%) 77 74 79 7.9 7.8
CAPEX (2,036) (2,371) (1,500) (1,500) (1,500)
Others 828 997 367 350 378 Inventory turnover days 525 51.2 50.5 50.0 50.0
Investing Cash Flow (1,208) (1,374) (1,133) (1,150) (1,122) Account receivable days 1.5 1.7 1.5 1.5 1.6
Account payable days 50.4 53.0 50.0 50.0 50.0
Change in bank borrowings (160) (1,477) (137) (100) (100) Cash conversion cycle 3.6 (0.1) 2.0 1.5 1.6
Dividends paid (540) (608) (608) (743) (878)
Others (78) (369) (57) (51) (50) Current ratio (x) 1.1 1.1 1.3 14 15
Financing Cash Flow (778) (2,455) (802) (894) (1,028) Quick ratio (x) 0.9 0.9 1.0 1.1 1.2
Change in cash 1415 (21%) 1286 155 1313 Net gearing (%) cglser: cglser: cglser: cglser: C;“:ﬁ
Net Net Net Net Net
Foreign exchange effect 2 (5) 0 0 0 Net interest cover (x) Interest  Interest  Interest  Interest  Interest
Income Income Income Income Income
Cash balance at year end 8,532 6,389 7,674 9,231 10,544 Payout ratio (%) 30.8 30.5 345 38.2 421
RN 2V E] R B E
© NEFFEHFF WG R M ik RN IZE FTETH -
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