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Yihai is a leading and fast-growing compound coretiblmanufacturer in PRC, the onlyc P HkD18.52

supplier of hot pot soup flavoring products for #Hio (6862HK). In 181H, the (Closing price at 4th Jan 2019)
company achieved rapid growth, with revenue inérgaby 59.1% yoy and net profit

increasing by 170.4% yoy. We know from our chediat t18Q4 sales performed weIITARGET HKD18.91 (+2.1%)

and channel inventory is ideal. We expect 18E/1@mae to be RMB2.487bn/3.315bn, .5, \o\\y paTA

and increase the target price to HK$18.91. Theekghange rate is assumed to be 0.84/5 siares (VN) 1046.9
RMB/HKD. (Closing price at 4th Jan 2019) MARKET CAP (HKDMN) : 19,389

. . 52 - WK HI/LO (HKD): 22.65 | 7.72
Business Overview 1046.9
18H2 results to be expectedn 18H1, the company delivered revenue of RMB104 o, ArE HOLDING PATTERN » %
an notable increase of 59.1% yoy, and net profREB189.8mn, an increase of 170.4%pjrect Zhang Yong & Family 3559
over the previous year. We know from our checkg #&Q4 sales performed well, Director Shu & Family 16.93
mainly arising from the expansion of Haidilao restants and the good performance of e\FlliitrLadFiduciary HK Ltd. 47;;8

td. .

commerce in 18H2.
Related party sales.Haidilao Group is the largest Chinese cateringndbrin China.
Haidilao Group has steadily increased the storeenee, and has made sustainedyce pERFORMANCE » %

expansion in the number of stores. In 2018, thebmunof newly-opended stores was Ty, M v
about 180 (the original guidance: 180~220), whighat the low level of the original Yinhai -8.99 0.54  128.84
guideline. The company's sales revenue to relaagiiep was RMB540mn, an increaseisS! 4.45 -3.56  -16.63

of 24.2% yoy. The company said that Haidilao wilhtinue to expand in the future and

actively expands overseas markets, but the speeiffransion plan is not yet cIear.'fETUfN VS. HSI

According to Frost & Sullivan, the domestic hot pestaurant market revenue in 2017 i == 4 j“r'm‘w‘

RMB436.2bn. It is estimated that the compound ghoratte will reach 10.2% and the . Jﬁw‘wm f wf""»-'\g, !

scale will reach RMB707.7bn by 2022. And oversebs€&se catering market will grow o nwf*'“‘m W

at 8.3% in the next five years. o A

Figure: The Number of Haidilao Restaurants e NV N

2015 2016 2017 2018E s i

The Number of stores 146 176 273 ~453 Source: Aastocks, Phillip Securities
Newly-opened +31 +27 +104 +180 KEY EINANCIALS

Source: Company, Phillip Securities RMBmn  FY16 FY17 FY18E FY19E

Distributor networks are sinking further. In 18H1, distributors covered 31 provinCialyet sales 1,088 1,646 2225 2.86¢
areas in China, Hong Kong, Macao and Taiwan, andv@4seas countries and regionSye; profit ~~ 186.7 2611 310.7 4321
Sales to distributors in 18H1 amounted to RMB36312em increase of 117.2% yoy. INgpg pus 02¢ 027 032 04t
18H2, the company further increase the penetrabbisales channels, entering 320,k 88.6¢ 7715 64.7¢  4B.5C
prefecture-level cities. The distributor’'s pipelimeventory is healthy and inventory
turnover days keep at about one month.

E-commerce channel.ln 18H1, e-commerce revenue reached RMB80.2mimgrigy  P/BV. x 13.0¢  13.3¢c  11.1C  8.9¢
372.4% yoy. The company launched a number of nedyats on e-commerce platformsROE, % 1478 17.3¢ 1718 19.2]
It set up warehouses in East China to accelerditeedeefficiency for consumers in East source: company, Wind, Phillip Securities Est.
China in 18H1, and opened warehouses in South GhireBH2 to further enhance

delivery efficiency in Guangdong, Fujian, Guang&iinnan and Hainan. At present, theEurus Zhou (2277 6515)

company has five flagship stores in online platferimvolving Tianmao, Jingdong and &uruszhou@phillip.com.hk

other e-commerce platforms. In 18H2, the segmemémee was facilitated by e-

commerce promotion festivals. Sales on Tianmao Hhdaccounted for half of the e-

commerce revenue.

BVPS, RMB  1.5¢ 1.5 1.87 2.31
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Third-party catering business has been significanyl boosted.In 18H1, third-
party catering business sales reached RMB20mngrisy 70.8% yoy, attributable
to promotional activities and the expansion of picidnix. As the standardization
of catering production process is a future trendhal's third-party catering
business is expected to continue growing. In amiditithe company explores
regional and sub-division products, and launchesethew flavours of crawfish
condiments, one rice blending sauce and three typsslf-serving small hot pot
products. The introduction of new products canvale seasonal problems of hot
pot products, further promote consumption, and algarove brand awareness.
The company will also introduce self-serving ricel ather new products to drive
sales growth.

Expanding production capacity. The newly established factory located in
Maanshan of Anhui Province formally commenced oj@nain 18H1. The first
phase of Bazhou project (with an investment of RIA®&8n) was completed and
put into operation in 18H2, and the second phasggrwill be completed and
put into use in 2020E. In the future, the compaitily Isas plans to continue to
increase production capacity, and upgrade warehgusiquipment. Capital
expenditure will remain around RMB350mn in 2018819

Valuation & Risks

We give target price of HKD18.91.Sales will benefit from Haidilao's continued
growth as well as the acceleration of overseasrestpa. However, it should also
be noted that the number of new stores openedifi ®0at the low level of the

guideline range, and the future expansion plarotsyat clear. We expect 18E/19
revenue to be RMB2.487bn/3.315bn, and increasdatiget price to HK$18.91.

The 1-y exchange rate is assumed to be 0.87 RMB/HKD

Risks include: Rising COGS; Fierce competition; Haidilao expansifails
expectations; Food safety problem.

Figure: Revenue breakdown by channels
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Source: Company, Phillip Securities

Page | 2 | PHILLIP SECURITIES (HK) RESEARCH



P PhillipCapital

MUETRINEGELLEIME Ly LR IR Company report

Figure: Sales breakdown by products

RMB 000 2014A 2015A 2016A 2017A 2018H1
Hot pot soup Related Party Revenue 266,328. 446,743.1 583,778.1 871,282.1 523,340
flavoring
products Sales Volume/tons 12,804.( 16,5%6.C 21,573.( 31,093.( -
ASP/RMB per kg 20.¢ 27.C 27.1 27.5 -
GPM 9.71% 24.21% 28.47% 27.90% 26.56%
Third Party Revenue 145,146.1 251,909.( 288,745.1 429,921.1 206,426
Sales Volume/tons 4,848.( 8,235.( 9,323.( 14,896.( -
ASP/RMB per kg 29.¢ 30.€ 31.C 28.¢ -
GPM 43.73% 51.60% 56.05% 53.02% 56.12%
Hot pot Related Party Revenue 153.( 53.C 104.( 281.C 67
dipping sauce Sales Volume/tons 8.C 3.C 6.C 11.C -
product
ASP/RMB per kg) 19.1 17.7 18.¢ 25t -
GPM 5.23% 20.75% 41.35% 50.18% 44.78%
Third Party Revenue 12,584.( 41,157.( 73,856.( 93,924.( 39,227
Sales Volume/tons 719.C 2,259.( 4,290.( 5,059.( -
ASP/RMB per kg 17.t 18.2 17.2 18.€ -
GPM 26.47% 32.33% 34.31% 40.38% 39.84%
Chinese-style Related Party Revenue 3,715.( 7,511.( 18,194.( 43,413.( 12,18
compound
condiment Sales Volume/tons 233.( 383.( 706.( 1,908.( -
products
ASP/RMB per kg 15.¢ 19.€ 25.¢ 22.€ -
GPM 7.38% 26.63% 37.35% 28.81% 29.01%
Third Party Revenue 62,064.( 87,720.( 116,351. 142,860. 110,192
Sales Volume/tons 2,291.( 3,338.( 4,962.( 6,007.( -
ASP/RMB per kg 27.1 26.5 23.4 23.¢ -
GPM 42.54% 44.65% 48.37% 46.65% 49.69
Self-serving Related Party Revenue - - 104 3,231
smallhotpot GPM - - - 41.35% 33.89
products
Third Party Revenue - - 61,341 104,457
GPM - - - 34.59% 30.99

Source: Company, Phillip Securities
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Figure: Peers valuation

Code Mrk Cap mn PE(TTM) PE 18E PE 19E
1579.HK 19,32¢ 43.4¢ 35.71 27.18
H &

Max 84,97: 2474.1¢ 97.9¢ 71.06
Median 16,26¢ 19.0¢ 19.9t 15.45
IAverage 27,79t 140.9: 28.0¢ 22.04
0322.HK 57,52¢ 18.47 20.2¢ 18.74
0288.HK 84,97: 9.9 9.8¢ 8.55
002319.5Z 3,07(C 2474.1¢

3799.HK 77,09¢ 1781 17.7C 15.57
0151.HK 65,23¢ 17.9C 16.7¢ 15.24
0220.HK 29,15¢ 24.0¢ 23.0¢ 20.04
1112.HK 27,08¢ 24,9t 19.9t 15.3%
1717.HK 13,21 20.51] 14.01
0345.HK 30,78« 43.5¢ 38.81 34.13
1458.HK 8,17 9.9¢ 10.82 10.1¢
0506.HK 7,63¢€ 6.05 17.6¢ 14.3¢
1230.HK 6,59¢ -335.5: 97.9¢ 71.06
1886.HK 5,397 121.9¢ - -
1610.HK 5,58( -262.1¢ - -
1475.HK 3,87¢ 19.6C - -
A i

Max 181,84: 207.7¢ 60.32 35.01
Median 19,37¢ 22.4( 21.2¢ 18.05
IAverage 39,51 34.0¢ 25.4% 1996
603288.SH 181,84: 44.1( 42.2¢ 35.0]
600887.SH 136,63t 22.3¢ 21.47 18.57
3004.TW 3,17¢ 12.0¢

300498.52 138,95 24.7¢ 29.4¢ 24.02
000895.5Z 79,18¢ 16.4: 15.9¢ 14.61
002714.5Z 60,49: 66.9¢ 60.32 31.47
300146.SZ 24,69: 24.18 2411 18.64
600298.SH 20,37: 22.4( 20.9¢ 17.54
603866.SH 20,76¢ 33.6( 31.7¢ 25.75
300741.5Z 19,37¢ 15.8¢ 15.3¢ 13.7¢§
002507.SZ 17,05( 26.92 26.4¢ 21.53
600872.SH 23,07: 39.4¢ 37.2¢ 30.68
002299.5Z 20,20« 19.72 17.7¢ 14.09
600737.SH 14,85¢ 14.37 14.8¢ 11.2¢§
603517.SH 13,11¢ 21.4¢ 20.4¢ 16.87
000735.5Z 11,79: 29.9( - -
600873.SH 13,02¢ 10.7¢ 10.7¢ 10.2¢
600929.SH 7,47C 45.0¢ - -
600597.SH 10,11« 20.97 17.4¢ 15.3¢
002477.5Z 4,82¢ -3.2¢ - -
002505.52 8,72z 207.7¢ - -

Source: Wind (as at Jan 2th 2018), Phillip Sea@siti
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Financials

FYE 2015A 2016A 2017A 2018E 2019E
Valuation Ratios

Price to Earnings (P/E) - 90.97 79.1¢ 66.4: 47.71
Price to Book (P/B) - 13.4( 13.71 11.3¢ 9.2¢
Per Share Data (RMB)

EPS - 0.23 0.27 0.36 0.47
Book Value Per Share - 1.59 1.55 1.91 2.38
Growth (%)

Revenue 70.07 28.4 51.31 51.08 33.8
Gross Profit 146.27 41.7 46.74 48.38 33.8
Operating Income 189.61 33.73 87.23 26.6 33.8
Net Profi 192.98 49.92 39.83 33.03 32.33
Margins (%)

Gross Profit Margin 34.72 38.32 37.16 36.5 36.5
Operating Profit Margin 19.54 20.35 25.18 21.1 21.1
Net Profit Margi 14.70 17.16 15.86 13.96 13.86
Key Ratios

ROE (%) 87.76 14.75 17.34 18.79 19.91
ROA (%) 21.13 13.12 14.45 17.14 18.1f
FYE 2015A 2016A 2017A 2018E 2019k
Income Statement (RMB Mn)

Revenue 847.% 1,088.( 1,646.: 2,487.. 3,315.4
- Cost of Goods Sold (553.1) (671.1) (1,034.4) (1,579.4) (2,105.3)
Gross Income 294 416.¢ 611.¢ 907.¢ 1,210.]
- Operating Expenses (128.7) (195.5) (197.3) (383.0) (510.6)
Operating Income 165.¢ 221.¢ 414.F 524.¢ 699.4
+ Net Non-Operating

Gain/Loss 1.4 33.7 (45.4) (52.5) (70.0)
Pretax Income 166.¢ 255.1 369.1 472.5 629.4
- Tax (42.4) (68.4) (108.0) (125.0) (170.0)
Net Profi 124.k 186.7 261.1 347.% 459.4

Source: Bloomberg, Phillip Securities (HK) ResedEstimates
(Financial figures as at 4 Jan 2019)
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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 omltioe quantitative return bands. We consider tizde factors like (but not limited to) a stock’s
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absenstok price catalysts, and speculative undertones
surrounding the stock, before making our final reowendation

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 eamndanalysis,
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 materialzex®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 exercisgidgment. 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 efittoducts 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 unlessuah sisks are

understood and an independent determination hasrbade that such transactions would be appropdate 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 hawg investment banking relationship with the listerporation 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 listepp@ation.

Availability

The information, tools and material presented neaee 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 (“PSHKbBelieved to be accurate. PSHK does not bear redplitgsor 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 Riskdosures Statement on http://www.phillip.com.hk.
© 2019 Phillip Securities (Hong Kong) Limited
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