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HEBRE
RMB mn FY16 FY17 FYIS8E FYI9E
NetSales 53,779 60,156 69,247 76,304
Net Profit =751 2,048 3,147 3,366

EPS, RMB NA 0.53 0.80 0.98

PER, x NA 38.97 25.58 20.82
BVPS,

RMB 6.56 6.96 7.55 8.34
P/BV, x 3.12 2.95 272 246
ROE, % -3.19%  7.49%  11.09%  12.33%

Source: Company, Wind, Phillip Securities Est.
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Figure: historical PE ratios
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Figure: market share of Mengniu and competitors in different product categories
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Figure: peers comparison
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Market Price Market Cap PE ratio
China Mengniu Diary(2319.HK) HKD23.40 HKD91.902B 38.83
H&H (1112.HK) HKD54.00 HKD34.652B 32.03
Inner Mongolia Yili(600887.SH) CNY27.42 CNY166.672B 26.01
Bright Dairy & Food(600597.SH) CNY9.59 CNY11.743B 20.82
Danone SA(BN:FP) EUR67.76 EUR46.734B 16.19
Meiji(2269.JP) JPY7650 JPY1.168T 18.08

Source: Bloomberg, Phillip Securities
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FYE 2015 2016 2017 2018E 2019E
Valuation Ratios
Price to Earnings (P/E) 33.66 NA 38.97 25.58 20.82
Price to Book (P/B) 3.00 3.12 2.95 2.72 2.46
Per Share Data (RMB)
EPS 0.61 NA 0.53 0.80 0.98
Book Value Per Share 6.84 6.56 6.96 7.55 8.34
Dividend Per Share 0.14 0.089 0.12 0.18 0.22
Growth (%)
Revenue -2.04% 9.69% 11.86% 15.11% 10.19%
Operating Income -6.32% -711.13% NA 29.73% 17.75%
Net Profit 0.70% -131.73% NA 53.69% 22.84%
Margins (%)
Gross Profit Margin 31.36% 32.79% 35.21% 36.41% 36.96%
Operating Profit Margin 5.40% -0.78% 4,949, 5.84% 6.44%
Net Profit Margin 4.83% -1.40% 3.40% 4.55% 5.07%
Key Ratios
ROE (%) 9.47% -3.19% 7.49% 11.09% 12.33%
ROA (%) 4.98% -1.65% 3.49% 5.17% 5.75%
Income Statement (RMB,Mn)
Revenue 49,027 53,779 60,156 69,247 76,304
-Cost of Goods Sold -33,651 -36,144 -38,973 -44,032 -48,101
Gross Income 15,375 17,635 21,183 25,215 28,203
- SG&A expenses -12,856 -15,907 -17,366 -20,774 -22,891
Operating Income 2,648 -420 2,972 4,045 4916
- Share of profits/(losses) of associate 138 2225 -532 0 100
Pretax Income 3,030 -461 2,025 4,250 5,221
- Minority Interest 153 -62 -17 140 172
Net Profit 2,367 -751 2,048 3,147 3,866

Source: Company, Phillip Securities (HK) Research Estimates
[R5 HKD/CNY1 A5 5747 8 H 10 H s f#
(HEsEE 2018 £ 8 A 10 H)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ * 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pge
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely orltloge quantitative return bands. We consider iz factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absensok price catalysts, and speculative undertones
surrounding the stock, before making our final reocwendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securit{e®ong Kong) Ltd (“Phillip Securities”). By receivinor reading this publication, you agree to be lobloy the terms and
limitations set out below.

This publication shall not be reproduced in whoteiro part, distributed or published by you for apyrpose. Phillip Securities shall not be liable &y direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haeib obtained from public sources which Phillip Sit@s has no reason to believe are unreliable aandanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are ssgjmes of belief only.
Phillip Securities has not verified this informatiand no representation or warranty, express oliechgs made that such information or Resear@dt@irate, complete or
verified or should be relied upon as such. Any siaébrmation or Research contained in this pubiarais subject to change, and Phillip Securitieallshot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatgs or releases in connection therewith. In remewill Phillip
Securities be liable for any special, indirectjdental or consequential damages which may be ieddrom the use of the information or Researchevmdilable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialzer®f the date indicated and are subject to chahgay time without
prior notice.

This material is intended for general circulatianlyoand does not take into account the specifiestment objectives, financial situation or paricuheeds of any
particular person. The products mentioned in thégemial may not be suitable for all investors angkeson receiving or reading this material shoeleksadvice from a
financial adviser regarding the suitability of sumfoducts, taking into account the specific investimobjectives, financial situation or particulaeds of that person,
before making a commitment to invest in any of spidducts.

This publication should not be relied upon as attiitive without further being subject to the reeit’'s own independent verification and exercisgudfjment. The fact
that this publication has been made available @atess neither a recommendation to enter into &iquéar transaction nor a representation that aogyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efpttoducts which may be described in this publiceiinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuzh sisks are

understood and an independent determination hasrbade that such transactions would be approp#date discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosuaé risks or a complete discussion of suchgisk

Nothing in this report shall be construed to beoffer or solicitation for the purchase or sale afezurity. Any decision to purchase securities maet in this research
should take into account existing public informatiscluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepaitimns report nor his associate has any finannigrést in or serves as an officer of the listegha@tion covered in this
report.

Firm’s Disclosure: Phillip Securities does not hawy investment banking relationship with the tisterporation covered in this report nor any finahimterest of 1% or
more of the market capitalization in the listedpzoation. In addition, no executive staff of Pipilbecurities serves as an officer of the listegp@ation.

Availability

The information, tools and material presented neaeé not directed, intended for distribution tause by, any person or entity in any jurisdictiarcountry where such
distribution, publication, availability or use walbe contrary to the applicable law or regulatiorvbich would subject Phillip Securities to anyistgation or licensing or
other requirement, or penalty for contraventioswdéh requirements within such jurisdiction.

Information contained herein is based on sourcasRhillip Securities (Hong Kong) Limited (“PSHKbBglieved to be accurate. PSHK does not bear replitgsor any
loss occasioned by reliance placed upon the cantesreof. PSHK (or its affiliates or employees)yrhave positions in relevant investment products. details of

different product's risks, please visit the Riskdsures Statement on http://www.phillip.com.hk.
© 2018 Phillip Securities (Hong Kong) Limited
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