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Investment Summary 

- After revenue falling for the third consecutive fiscal year from 2014, FY2018 resumed 
growth. We believe that this reflected the growth of the overall market demand, as well 
as the company`s own efforts in new products and reforming of sales and distribution 
channels. We expect the top line growth will accelerate further this financial year, taking 
into account of the increase in ASP, launching new products, as well as non-traditional 
channels`expansion. The company raised ASP by medium-to-high single digit since April 
to May. It expects that the impact of the fare increase on sales volume is short-term, and 
the actual sales performance in July-August is in line with expectations. It plans to invest 
the gain from price increase into channels and branding. The sales of regular-size rice 
cakes has not been affected by the price hike too much, while the larger size one has been 
affected. Tetrapak “Hot-Kid milk” has not been affected too much, while the aluminum-
can one has been affected. 
 
After June, the Chinese retail market sentiment seems to be negatively affected by factors 
such as the Sino-US trade war, the beverage market has slowed down and about to have a 
price war. Facing the potential market challenges, the management team stressed that it 
will not respond by price reductions, but will continue pushing innovations of products 
and channel promotion. It will also control the speed of shipment to ensure the inventory 
turnover staying health. Since April, new products such as Sawow cocktail, moisten-
throat tea, latic acid water, “Dongchi”(room temperature ice-cream) and ect have been 
introduced. Mr. Bond Coffee was also launched in campus and offices in East China, 
mainly targeting young customers, and the market has responded well. 
 
The management team expects that the contribution of new products this year will be 
higher than low single digit in previous years. Traditional channels will be raised 
penetration, and non-traditional channels (e-commerce, maternity channel, modern 
channel and overseas market) will be further expanded, including the launch of channel-
specific products. Last year, non-traditional channels accounted for about 20% of total 
revenue, and we expect the share will further increase this year and beyond. In overseas 
market, the company has started to build a production plant in Vietnam and is expected to 
start production from the end of 2019 to the beginning of 2020. The outputs will mainly 
supply to local and neighboring ASEAN markets. It is also looking at market-expansion 
opportunities in Thailand, Indonesia and Europe and the United States. 
 
- The cost of raw materials for food industry has been stable since the beginning of 2018. 
For example, the price of sugar has begun to fall, and the price of iron has also stabilized. 
Only the price of packaging paper is still at a high level due to factors such as the 
imported waste paper policy. The management states that if the revenue was in line with 
expectation and the overall raw materials remained stable compared to last financial year, 
and the gross profit margin will be able to expand. We expect this year`s profit to resume 
growth, ending the declining trend in profits for four consecutive years since 2014. We 
give Buy Rating, forecast P/E ratio 21.6 times, the corresponding target price HKD6.58. 
(current price as of October 11, 2018) 
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O/S SHARES (MN)  : 12,449 
MARKET CAP (HKDBN) : 68969 
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Director Tsai Eng Meng 50.59 
  
 
 
PRICE PERFORMANCE，，，， % 

1111 個月個月個月個月    3333 個月個月個月個月 1111 年年年年    

Want Want -13.03 -17.66 -1.34 

HSI -4.38 -10.76 -17.20 
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KEY FINANCIALS 

RMB mnRMB mnRMB mnRMB mn    FY1FY1FY1FY16666    FY1FY1FY1FY17777    FY1FY1FY1FY18888EEEE    FYFYFYFY19191919EEEE    

Net SalesNet SalesNet SalesNet Sales    19,017 20,275 21,897 23,429 

Net ProfitNet ProfitNet ProfitNet Profit    3,337 3,116 3,375 3,670 

EPS, RMBEPS, RMBEPS, RMBEPS, RMB    0.26 0.25 0.27 0.29 

PER, xPER, xPER, xPER, x    18.64 19.73 18.14 16.69 

BVPS, BVPS, BVPS, BVPS, 

RMBRMBRMBRMB    
0.97 1.17 1.28 1.40 

P/BV, xP/BV, xP/BV, xP/BV, x    5.05 4.21 3.84 3.51 

ROE, % ROE, % ROE, % ROE, %     27.06% 21.29% 21.11% 21.03% 

Source: Company, Phillip Securities Est. 
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Business Overview 

Wang Wang was established in Taiwan and officially invested in the Chinese 
market in 1992. It was the first Taiwanese company to have a registered trademark 
in mainland China. It was listed on the Hong Kong Main Board in 2008. It was 
added as one of the Heng Seng Index constituent stocks and became blue chip 
stock in 2011. 
 
Table：Company History 
Year History 
2011 Became a new favorite choice of stock on the Heng Seng index 

2008 Listed in the HK stockmarket 

2007 Delisited from SGX 

1996 Listed on the main board of the SGX-ST 

1992 Invested in a facility in Hunan, PRC 

1989 Completed Want Want brand trademark registration in PRC 

1983 Launched rice cracker products in Taiwan 

1979 Hot-Kid was born 

1976 Tsai family took over I Lan Foods Industrial Co. Ltd 

1962 Establishment of I Lan Foods Industrial Co. Ltd. In Taiwan 
Source: Company, Phillip Securities 
 
Last finacial year`s performance review 
 
Revenue grew by 6.6% to RMB 20.27billion as compared to the previous year. In 
particular, each of the core products including Hot-Kid milk, core-brand rice 
crackers, popsicles and ball cakes, achieved a double-digit growth rate or slightly 
below such growth rate. Gross profit margin dropped significantly by 4.1 
percentage points to 43.1% due to the rising costs of certain raw materials and 
packaging materials. Accordingly, net profit attributable to equity holders of the 
Company decreased by 6.6% to RMB3115.8 million as compared with that of the 
same period in the previous year. 
 
In terms of the Company`s revenue attributable to the three key product segments, 
the revenue from the rice crackers, dairy products and beverages, and snack foods 
accounted for 27.88%, 47.42% and 24.47% of the total revenue last financial year. 
Among the three segments, rice crackers grew the fastest i.e. 8.37%, the other two 
segments were 7.11% and 4.01% respectively.  
 
Operating expense ratio decreased by 0.4 percentage points y.o.y. to 25.9%. 
Distribution costs to revenue ratio was 14.8%, representing a decrease of 0.4 
percentage points y.o.y. partly due to the increase investment in advertising and 
promotion resources in modern channels and emerging channels which include e-
commerce. The ratio of administrative expenses to revenue was dropped by 1.2 
percentage points due to the improved sales and effective cost control. By the end 
of March 2018, the inventory turnover days recorded 81 days improving from 94 
days on the end to December 2016. Trade receivable turnover days remained 
around 20 days. 
 
 
 
 
 
 



 
 
 
 

Page | 3 | PHILLISECURITIES (HK) RESEARCH 

Want Want China (151.HK) Company report 

Figure: FY2018 Revenue in segments 
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 Source: Company, Phillip Securities 
 
 
Figure: FY2018 Cost of sales breakdown 
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 Source: Company, Phillip Securities 
 
Non-traditional channels continue to expand: launching exclusive products 
for online channels 
 
Want Want has put effort in channel restructuring last year. Sales through 
traditional channels (wholesale business) had resumed on a positive growth track. 
Sales through modern channels have maintained a double-digit growth momentum 
since 2016. Sales through e-commerce channel were doubled each year in recent 
two years and have become an important revenue growth driver. In particular, one-
third of the revenue growth of the dairy products and beverages segment has come 
from e-commerce channel. Sales from maternity channel also maintained strong 
growth momentum. Under the trend of having a second-child and consumption 
upgrade in China, there will be more market opportunities.  
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Want Want`s sales strategy on the e-commerce platform is to reduce direct 
competition through channel-specific products such as brands, packaging and 
tastes that are different from offline channels. Currently dry goods and Hot-Kid 
milk are quite popular on e-commerce platform, whereas maternity channel 
mainly focus on rice crackers under the brand name of “Baby Mum-Mum”. 
 
Sales through traditional channels account for 80% of the total revenue currently, 
modern channels account for 10%, export accounts for 5 to 6%, and emerging 
channels (ecommerce and maternal and child platforms) are nearly 4%.  
 
Increasing investment in overseas market 
 
For overseas market, revenue achieved a double-digit growth last year , becoming 
one of the main drivers of the rice cracker`s sales growth. The management team 
plan to grape the opportunity of One Belt One Road policy by setting up factories 
in Southeast Asia to further open up the local market. It plans to invest 250 to 300 
million yuan annually within the next 3 to 5 years, to set up 3 to 5 factories. 
Although the land cost in Southeast Asia is more expansive than China, wage and 
tax rates are cheaper. 
 
According to the management, the development of OEM business will not be 
ruled out and net profit will have relevant indicator requirements. At present, the 
revenue share of the business over the total revenue is only low single digit. 
 
New products being launched this year，，，，production cost under control 
 
New products have or will be launched among the three main segments. For the 
rice cracker segments, non-fry products will be launched. We expect this kind of 
products can match consumers` increasing demand for healthy foods. For dairy 
products and beverages segment, there will be unique distinctive new products 
such as lactic acid water, Sawow cocktail, moisten-throat tea , Mr Bond Coffee 
and etc. which will be marketed and sold to specific consumer groups. 
 
For snack segments, the company will launch a new product with Tetra Pak 
package “Dongchi”(room temperature ice-cream), which will extend the 
company`s product range to include ice-cream products.  
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Investment Thesis & Valuation 
We expect this year`s profit to resume growth, ending the declining trend in profits 
for four consecutive years since 2014. We give Buy Rating, forecast P/E ratio 21.6 
times, the corresponding target price HKD6.58. Potential investment risks include 
revenue growth or channel expansion missing expectation, raw material cost with 
huge volatility. (current price as of October 11, 2018) 
 
 
Figure: Historical PE Ratio 

So
urce: Bloomberg, Phillip Securities 
 
Figure: Peers Comparison 
Company  Market 

Value(HKD,mn) 
PE Ratio 

Want Want China 0151.HK 68969.05 17.74 

Mengniu Dairy 2319.HK 89154.36 30.29 

Tingyi 0322.HK 69997.52 24.33 

WH Group 0288.HK 85704.83 10.02 

Dali Foods 3799.HK 72578.82 16.77 

U-Presid China 0220.HK 33906.77 27.95 

H&H 1112.HK 26600.16 24.49 

Vitasoy 0345.HK 26474.88 45.20 

Yihai 1579.HK 17315.73 38.92 

Source: Wind, Phillip Securities 
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Financials 
FYEFYEFYEFYE    2012012012016666    2012012012017777    2012012012018888EEEE    2020202019191919EEEE    2020202022220000EEEE    

Valuation RatiosValuation RatiosValuation RatiosValuation Ratios         

Price to Earnings (P/E) 18.64 19.73 18.14 16.69 15.47 

Price to Book (P/B) 5.05 4.21 3.84 3.51 3.22 

Per Share Data (RMB)Per Share Data (RMB)Per Share Data (RMB)Per Share Data (RMB)         

EPS 0.26 0.25 0.27 0.29 0.32 

Book Value Per Share 0.97 1.17 1.28 1.40 1.53 

Dividend Per Share 0.12 0.20 0.16 0.18 0.19 

Growth (%)Growth (%)Growth (%)Growth (%)         

Revenue NA 6.61% 8.00% 7.00% 6.00% 

Operating Income NA -7.38% 8.31% 8.73% 7.84% 

Net Profit NA -6.62% 8.33% 8.74% 7.85% 

Margins (%)Margins (%)Margins (%)Margins (%)         

Gross Profit Margin 47.19% 43.08% 45.08% 45.58% 46.08% 

Operating Profit Margin 23.80% 20.68% 20.74% 21.07% 21.44% 

Net Profit Margin 17.53% 15.34% 15.39% 15.64% 15.91% 

Key RatiosKey RatiosKey RatiosKey Ratios         

ROE (%) 27.06% 21.29% 21.11% 21.03% 20.79% 

ROA (%) 12.25% 11.66% 11.56% 11.51% 11.39% 

 

Income Statement (RMIncome Statement (RMIncome Statement (RMIncome Statement (RMBBBBB,Mn)B,Mn)B,Mn)B,Mn)

RevenueRevenueRevenueRevenue    19,017 20,275 21,897 23,429 24,835 

- Cost of Goods Sold    -10,044 -11,539 -12,026 -12,750 -13,391 

Gross IncomeGross IncomeGross IncomeGross Income 8,973 8,735 9,871 10,679 11,444 

-SG&A expenses    -5,016 -5,245 -5,884 -6,295 -6,673 

Operating IncomeOperating IncomeOperating IncomeOperating Income 4,526 4,192 4,541 4,937 5,324 

Pretax IncomePretax IncomePretax IncomePretax Income 4,608 4,293 4,651 5,058 5,455 

- Minority Interest    -3 -5 -6 -6 -7 

Net ProfitNet ProfitNet ProfitNet Profit    3,334 3,110 3,369 3,664 3,952 
Source: Company, Phillip Securities (HK) Research Estimates 
Exchange rate（0.8880） is one year HKD/CNY forward contract price on 11h October from Wind 
(Financial figures as at 11h October 2018) 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a stock`s 
risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones 
surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER  
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 
limitations set out below. 
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 
consequential loss arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief only. 
Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, complete or 
verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not have any 
responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will Phillip 
Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made available, even 
if it has been advised of the possibility of such damages. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time without 
prior notice. 
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient`s own independent verification and exercise of judgment. The fact 
that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described in 
this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication involve significant 
risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are 
understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any 
product should not be considered to be a disclosure of all risks or a complete discussion of such risks. 
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 
should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in this 
report. 
Firm`s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 
more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such 
distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or licensing or 
other requirement, or penalty for contravention of such requirements within such jurisdiction. 
 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 
loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 
different product`s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2018 Phillip Securities (Hong Kong) Limited 
 

Contact Information (Regional Member Companies) 

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

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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