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Investment Summary 

-In the first half of the year, revenue increased by 3.2% y.o.y to RMB 9.25 billion, which 
is lower than the guidance of the medium to high-single-digit growth given by the 
management team earlier. In accordance with the old accounting standards, revenue 
recorded a medium-single-digit growth. Milk drinks and rice crackers businesses 
performed not as expected. According to the management team, there were negative 
impacts of product price increase in Q2, as well as the company`s shipment adjustment 
for rice crackers. In the 1H, the contribution of new products was less than expected, 
accounting for only 3% of total revenue. Earlier, the guidance was higher than low-
single-digit growth of previous years. 
 
According to management, the business performance in Q3 (July-September) was similar 
to that in Q2, maintaining a single-digit growth. The profit margin improved compared to 
Q2, mainly due to the improvement in product mix that was not fully reflected in Q2. 
 
We expect top line growth in 2H of the year to be higher than 1H. As near the Lunar new 
year, rice crackers business is entering peak season, the management team is doing lots of 
preparation works. The milk beverage is expected to be better than the first half of the 
year, driven by new products and base factors. The company plans to focus on the 
promotions of New Year products including gift packs, “Lonely God” series and jellies to 
start off the busy peak season.  
 
- In 1H, benefiting from the launch of high-margin new products, as well as the price 
decrease in sugar, palm oil and rice in raw materials, the gross profit margin increased by 
1.1 ppt to 44.5%. We expect the sugar and carton to be flat in 2H compared with 1H, and 
the overall raw material pressure will be flat or down. The GPM for 2H and the full year 
is expected to be better than 1H. 
 
In 1H, distribution costs increased by 12% y.o.y., and as a percentage of revenue 
increased by 1.3ppt to 15.6% as compared to that of the same period in the previous year. 
It was mainly due to an increase of advertising and promotion expenses as a percentage 
of revenue by 0.7ppt to 3.7%, as a result of the company`s increased investment in 
promotion resources for new products and channels.  
 
Want Want has invested in 3,000 vending machines this year, inside schools, office 
buildings and ect. in 34 cities. It is expected to increase to 10,000 to 20,000 vending 
machines in the next two years. If each machine`s sales can reach RMB2,000 per month, 
the payback period is only about 9 months. The company will also extend its 
establishment in overseas market. The Vietnamese plant is expected to be put into 
operation in February to March in 2021. We expect this year`s profit to resume growth, 
ending the declining trend in profits for four consecutive years since 2014. We give 
forecast P/E ratio 21.5 times, the corresponding target price HKD6.47. (current price as 
of December 13, 2018) 

 

 

 

Neutral  
CMP HKD5.68 
(Closing price at 13 December 2018) 
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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 0 -13.15 -4.38 

HSI 2.84 -1.81 -13.08 
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Source: Aastocks, Phillip Securities  
 
KEY FINANCIALS 

RMB mnRMB mnRMB mnRMB mn    FY1FY1FY1FY16666    FY1FY1FY1FY17777    FY1FY1FY1FY18888EEEE    FYFYFYFY19191919EEEE    

NeNeNeNet Salest Salest Salest Sales    19,017 20,275 21,288 22,246 

Net ProfitNet ProfitNet ProfitNet Profit    3,337 3,116 3,293 3,506 

EPS, RMBEPS, RMBEPS, RMBEPS, RMB    0.26 0.25 0.26 0.28 

PER, xPER, xPER, xPER, x    18.49 19.57 18.45 17.33 

BVPS, BVPS, BVPS, BVPS, 

RMBRMBRMBRMB    
0.97 1.17 1.28 1.39 

P/BV, xP/BV, xP/BV, xP/BV, x    5.01 4.17 3.82 3.51 

ROE, % ROE, % ROE, % ROE, %     27.06% 21.29% 20.64% 20.20% 

Source: Company, Phillip Securities Est. 
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Business Overview 

First half of the performance review 
 
Revenue of rice crackers business declined by 0.7% y.o.y., mainly due to the sales 
order shipment adjustment in regions outside China which had a temporary 
negative impact on rice crackers export sales and the company`s strategic decision 
to limit the low-margin sub-brand rice crackers sales from profitability 
consideration. However, it still achieved a single-digit growth in mainland China 
region. In terms of traditional channels and emerging e-commerce channels, it 
recorded growth too. 
 
Revenue of dairy products and beverage increased by 2.8% y.o.y.. Revenue of 
“Hot-Kid milk”, which accounted for over 90% of the segment`s revenue, 
increased by 3.3% y.o.y. while sales through all channels, including traditional 
channels as well as the emerging channels, also achieved growth. The company 
actively cooperated with major e-commerce platforms and explored emerging 
retail methods. Revenue of dairy and beverages through e-commerce channels 
continued to maintain a doubling growth momentum. Through constantly 
investing resources in modern channels, and the success of differentiated strategy, 
led to a mid-single-digit growth. Sales through traditional channels made steady 
progress, particularly in second-and third-tier cities. 
 
Revenue of snack foods business increased 7.2% y.o.y. Sales of candies, its key 
products, achieved a double-digit growth, sales of beans, nuts and others(mainly 
jellies and biscuits) achieved a high-single-digit growth and sales of popsicles also 
enjoyed a high single-digit growth. The company launched a new popsicle product 
“Dongchi” during the period. It achieved revenue of over RMB100 million. “QQ 
gummy” achieved double-digit growth in all channels. 
 
 
Expand emerging channels and digital marketing 
 
In 1H, revenue from traditional channel recorded a single-digit growth, while e-
commerce channels maintained a doubling of growth, accounting for about 5% of 
total revenue. The development of maternity and other emerging channels was 
also in swift progress.  
 
Want Want was named as one of the top three food and beverage brands by well-
known short video social media called “Douyin”. The company has carried out 
marketing activities towards brand rejuvenation and marketing customization in 
diversified forms to get closer to the young generation. After creating an online 
topic of “Want Want`s New Products Release” on April Fools` Day, releasing 
serial products online including skincare products and apparels which aroused 
heated discussion on the internet. The jock materialized on 11th November. The 
products were promptly sold out after the launch. 
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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 forecast P/E ratio 21.5 times, the 
corresponding target price HKD6.47. Potential investment risks include revenue 
growth or channel expansion missing expectation, raw material cost with huge 
volatility. (current price as of December 13, 2018) 
 
 
Figure: Historical PE Ratio 

Sour
ce: Bloomberg, Phillip Securities 
 
Figure: Peers Comparison 
Company  Market 

Value(HKD,mn) 
PE Ratio 

Want Want China 0151.HK 70836 19.45 

Mengniu Dairy 2319.HK 97602 34.35 

Tingyi 0322.HK 58650 18.81 

WH Group 0288.HK 92309 11.13 

Dali Foods 3799.HK 78604 19.22 

U-Presid China 0220.HK 29371 25.24 

H&H 1112.HK 32846 31.40 

Vitasoy 0345.HK 33427 47.18 

Yihai 1579.HK 22090 68.97 

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

Valuation RatiosValuation RatiosValuation RatiosValuation Ratios         

Price to Earnings (P/E) 18.49 19.57 18.45 17.33 16.35 

Price to Book (P/B) 5.01 4.17 3.82 3.51 3.23 

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

EPS 0.26 0.25 0.26 0.28 0.30 

Book Value Per Share 0.97 1.17 1.28 1.39 1.51 

Dividend Per Share 0.12 0.20 0.16 0.17 0.18 

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

Revenue NA 6.61% 5.00% 4.50% 4.00% 

Operating Income NA -7.38% 5.67% 6.45% 5.98% 

Net Profit NA -6.62% 5.68% 6.46% 5.99% 

MargMargMargMargins (%)ins (%)ins (%)ins (%)         

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

Operating Profit Margin 23.80% 20.68% 20.81% 21.20% 21.60% 

Net Profit Margin 17.53% 15.34% 15.44% 15.73% 16.03% 

Key RatiosKey RatiosKey RatiosKey Ratios         

ROE (%) 27.06% 21.29% 20.64% 20.20% 19.72% 

ROA (%) 12.25% 11.66% 11.30% 11.06% 10.80% 

 

Income Statement (RMIncome Statement (RMIncome Statement (RMIncome Statement (RMBBBB,Mn),Mn),Mn),Mn)

RevenueRevenueRevenueRevenue    19,017 20,275 21,288 22,246 23,136 

- Cost of Goods Sold    -10,044 -11,539 -11,692 -12,107 -12,475 

Gross IncomeGross IncomeGross IncomeGross Income 8,973 8,735 9,597 10,140 10,661 

-SG&A expenses    -5,016 -5,245 -5,720 -5,978 -6,217 

Operating IncomeOperating IncomeOperating IncomeOperating Income 4,526 4,192 4,430 4,716 4,998 

Pretax IncomePretax IncomePretax IncomePretax Income 4,608 4,293 4,537 4,830 5,120 

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

Net ProfitNet ProfitNet ProfitNet Profit    3,334 3,110 3,287 3,499 3,709 
Source: Company, Phillip Securities (HK) Research Estimates 
Exchange rate（0.8810） is one year HKD/CNY forward contract price on 13h December from Wind 
(Financial figures as at 13h December 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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