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Acquisition of Heineken is expected to be completed in this year, helping 
to open up mid-to high-end market 
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Investment Summary 

The interim revenue of FY2018 increased by 11.4% y.o.y. mainly due to the price hikes 
of some of its products, and the sales volume of mid- to high-end products also increased. 
The ASP during the period has increased by 13%, while the sales volume was slightly 
affected by the mark-up, decreased by only 1.5% . During the period, GPM increased 
significantly by 2.5 ppt to 36%. According to the management team, the overall business 
performance including indicators like sales volume and GPM of 2H was worse than that 
in 1H, which was due to the weak macro economy and the company`s strategy of not 
joining the price war of the industry. The total sales volume of FY2018 was worse than 
the market (0.8% decline for industry sales), and the market share has also fallen from 
27% in 2017, but still in the leading position. The company`s FY2019 sales target is to 
keep constant of that of in FY2018. There will be fewer chance of another round of price 
hikes. But as it will continue to develop mid- to high-end business, ASP is expected to 
have a low single-digit growth every year In the next three to five years. 
 
China`s beer industry is processing towards premiumization, while the low-end market is 
shrinking. Therefore, we believe that it is difficult to assess the progress of individual 
companies` transition to mid- to high-end and capacity optimization based on market 
share alone, and this progress will benefit future revenues growth and the expansion of 
profit margins. According to the management team, sales of high-end products has 
continued to grow even in 2H. The company`s mid-to-high-end products i.e. selling price 
more than RMB5, accounted for 39% of the total revenue in FY2017, and increase to 
43% in 2018. 
 
The company has announced the acquisition of Heineken China(including HK) last year. 
We expect that with the acquisition, the share of mid- to high- end business will further 
increase, with the possibility of increasing to over 50% between 2020 and 2021. In 
addition, it will also help to expand GPM of CRB. Heineken`s global business GPM is as 
high as around 40%. As the China market is dominated by high-end products, we 
suppose GPM of Heineken China is higher than this level. The high-end beer market in 
the 1st-tier cities is currently dominated by foreign brands like Budweiser and AB InBev, 
while in other regions, there is still much room for development. The management team 
plans to further develop the 1st- and 2-nd tier regions with Heineken, and to launch new 
lines under Snow Beer in each price segments of more than RMB10with Heineken , e.g. 
RMB10-12, RMB12-15. As the two brands are different in market positioning, the 
management team does not worry about direct competition. 
 
The acquisition is currently still awaiting approval from the Ministry of Commerce. The 
management team expects it to be approved in 1H of 2019 and Heineken China will be 
included in CRB`s financial report in 2H. It is expected that 2019 will be a period of 
adjustment for the two and the situation will be gradually improve. The team is optimistic 
about the performance of 2020. The target companies recorded a total after-tax loss of 
RMB66.8 million in 2017. In our points of views, the impact on the financial statements 
of CRB is minor i.e. CRB recorded net profit in 2017 of RMB1.175billion. In 2017, 
Heiken China`s loss was mainly due to the increase in marketing expenses as lacks the 
channels to digest or effectively reach the end market. With the cooperation of CRB, we 
believe this can be improved.  
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1 個月個月個月個月 3 個月個月個月個月 1 年年年年

CRB 0.67 6.18 -11.49

HSI 2.66 10.44 -8.46
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KEY FINANCIALS 

RMB mnRMB mnRMB mnRMB mn    FY1FY1FY1FY16666 FY1FY1FY1FY17777    FY1FY1FY1FY18888EEEE FYFYFYFY19191919EEEE    

NNNNet Saleset Saleset Saleset Sales    28694 29732 32111 34358 

Net ProfitNet ProfitNet ProfitNet Profit    629 1175 1492 1673 

EPS, RMBEPS, RMBEPS, RMBEPS, RMB    0.22 0.36 0.46 0.52 

PER, xPER, xPER, xPER, x    117.58 71.85 55.70 49.69 

BVPS, RMBBVPS, RMBBVPS, RMBBVPS, RMB 6.15 5.70 5.88 6.08 

P/BV, xP/BV, xP/BV, xP/BV, x    4.21 4.54 4.40 4.25 

ROE, % ROE, % ROE, % ROE, %     8.03% 6.42% 7.90% 8.56% 

Source: Company, Phillip Securities Est. 
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According to the management team, it will continue pay attention to suitable 
M&A projects. The target is popular foreign brand and non-largar manufacturers, 
while lager business will be mainly developed with Heineken China. We expect 
EPS of FY2019 will be RMB0.52, with target price HKD30.3,and target price-
earnings ratio 50.2 times . (current price as of March 12, 2019) 

 

Business Overview 

 

About the company 
 
China Resources Beer , listed on The Stock Exchange of Hong Kong Limited 
under the stock code 291.HK, is a beer listed subsidiary company of China 
Resources Holdings. It focuses on the manufacturing, sales and distribution of 
beer products.  
 
In 2015, it successfully completed its business restructuring and transformed itself 
into a beer-focused enterprise, and was renamed from China Resources Enterprise 
to China Resources Beer. In October 2016, it completed the acquisition of 49% 
stake of China Resources Snow Breweries , which became a wholly-owned 
subsidiary of the company. 
 
It has been in the beer business in China since 1994. Its total sales volume ranked 
number 1 in the China market since 2006. The flagship brand “ Snow” has become 
the largest beer brand by volume worldwide. 
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Figure: Milestones of CRB 
 

Source: CRB, Phillip Securities 
 
 
1H of FY2018 Results Review 2019 Continues to Drive Capacity 
Optimization  
 
During 1H, beer consumption benefited from economic development and weather 
conditions. The overall beer market volume increased compared with the same 
period last year. The beer market continue to enjoy a consumption upgrade, with 
growth in the proportion of mid-to high-end beer sales volume, which further 
enhanced the product mix upgrade. Turnover and profit attributable to the 
company`s shareholders during the period were RMB17.565 billion and 
RMB1580 million, representing an increased of 11.4% and 28.9%, respectively.  
 
In terms of GPM, the management team expects that GPM of 2H and the whole 
financial year to be lower than 1H. The cost of raw materials like barley has 
increased while wrapping paper has decreased, thus the overall cost is controllable. 

1992 
 

CRH acquired Winland Investment Limited and renamed it as "China Resources 
Enterprise, Limited" ("CRE"); CRE was among the first Chinese enterprises listed 
in Hong Kong,Property investment was the main focus of CRE then 

1993 
Founded the joint venture China Resources (Shenyang) Snowflake Brewery Co. 
Ltd., marking CRE`s venture into beer business 

1995 
Ng Fung Hong Limited (Now known as China Resources Ng Fung Limited) was 
listed on The Stock Exchange of Hong Kong Limited. CRE acquired 26% stake in 
this company and began operating food business 

1997 CRE became an Hang Seng Index constituent stock 

1999 

Acquired the retail business of CRH including Chinese Arts & Crafts (H.K.) 
Limited and CRC Department Store Limited 
Increased shareholding in China Resources Supermarket (Hong Kong) Limited to 
100% 

2005 

Strategically restructured its businesses by selling non-core operations including 
petrol stations, oil storage and petroleum and chemical business, etc. and focusing 
on its core retail and consumer goods businesses;雪花 Snow beer became the 
best-selling single beer brand in China in terms of volume. The total sales volume 
of beer business ranked number 1 in the China market 

2006 Beer business became number one in sales volume 
2008 “Snow” became the best-selling beer brand worldwide in terms of volume  

2009 
Swapped assets with CRH our textile and container terminal businesses for 75 
hypermarkets in China and a brewery in Shandong province, to boost core retail 
and consumer goods businesses 

2010 

Acquired 80% stake in Pacific Coffee (Holdings) Limited;Completed selling stake 
in "Esprit" business in China to Esprit Holdings Limited, and from then onward, 
directed its focus on four core retail and consumer goods businesses namely retail, 
beer, food and beverage 

2011 
Set up a joint venture company with Kirin Holdings Company, Limited, with CRE 
holding 60% interest 

2015 
CRE completed the disposal of all non-beer businesses, including retails, food, and 
beverage business to CRH;The Company was renamed from "China Resources 
Enterprise, Limited" to "China Resources Beer (Holdings) Company Limited" 

2016 

Reached an agreement with Anheuser-Busch InBev SA/NV to acquire 49% stake 
of CRSB held by SABMiller Asia Limited, for a consideration of US$1.6 billion, 
making CRSB a wholly-owned subsidiary of the Company. The transaction was 
completed in October 2016, making it a wholly-owned subsidiary of the Company 
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Assuming that the overall raw material costs are stable, and the company 
continues to develop high-end business, GPM is expected to continue to improve 
in the coming years. 
 
In terms of operation expenses, the company plans to control it through continuing 
its precise advertising and branding strategies. Taking “Brave the World Super 
Ex” as an example, there is no large-scale advertisement in traditional channels 
such as CCTV in1H of 2018, but launching interactive activities for emerging 
customers such as iQiyi online TV platform targeting young people aged 18 to 25.  
 
In 1H of FY18, the company continued to promote the optimization of production 
capacity and increase capacity utilization. There was one brewery ceased 
operation. As at the end of June 2018, there were 90 breweries in operation in total. 
According to the management team, there were 5 to 10 brewery ceasing operation, 
another 5 to 10 breweries will be closed in 2019, plusing 2 in 2016 and 5 in 2017, 
the ultimate goal of 2020 is to close 20 to 30 breweries. In the future, it may 
continue to close more breweries. 
 
 
Investment Thesis & Valuation 
We expect EPS of FY2019 will be RMB0.52, with target price HKD30.3,and 
target price-earnings ratio 50.2 times . Potential investment risks include revenue 
growth or channel expansion missing expectation, market competition 
deteriorates，huge fluctuations of raw material costs . (current price as of 12 
March, 2019) 
 
 
Figure: Historical PE Ratio 

 
Source: Bloomberg, Phillip Securities 
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Financials 
FYEFYEFYEFYE    2012012012016666    2012012012017777    2012012012018E8E8E8E    2020202011119999EEEE    2020202020202020EEEE    

Valuation RatiosValuation RatiosValuation RatiosValuation Ratios         

Price to Earnings (P/E) 117.58 71.85 55.70 49.69 44.67 

Price to Book (P/B) 4.21 4.54 4.40 4.25 4.10 

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

EPS 0.22 0.36 0.46 0.52 0.58 

Book Value Per Share 6.15 5.70 5.88 6.08 6.31 

Dividend Per Share 0.08 0.14 0.18 0.20 0.23 

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

Revenue 2.63% 3.62% 8.00% 7.00% 6.00%

Operating Income -6.30% 6.35% 25.24% 11.46% 10.71%

Net Profit -5.70% 86.80% 27.02% 12.10% 11.24%

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

Gross Profit Margin 33.71% 33.73% 35.00% 35.50% 36.00%

Operating Profit Margin 6.37% 6.54% 7.58% 7.90% 8.25%

Net Profit Margin 2.19% 3.95% 4.65% 4.87% 5.11%

Key RatiosKey RatiosKey RatiosKey Ratios     

ROE (%) 8.03% 6.42% 7.90% 8.56% 9.18%

ROA (%) 3.33% 2.92% 3.59% 3.89% 4.18%

 

Income Statement (RMB,Mn)Income Statement (RMB,Mn)Income Statement (RMB,Mn)Income Statement (RMB,Mn)

RevenueRevenueRevenueRevenue    28694 29732 32111 34358 36420 

- Cost of Goods Sold    -19021 -19703 -20872 -22161 -23309 

Gross IncomeGross IncomeGross IncomeGross Income 9673 10029 11239 12197 13111 

-SD&A expenses    -8568 -8988 -9707 -10387 -11010 

Operating IncomeOperating IncomeOperating IncomeOperating Income 1828 1944 2435 2714 3004 

Pretax IncomePretax IncomePretax IncomePretax Income 1739 1816 2307 2586 2876 

- Minority Interest    790 11 14 16 17 

Net ProfitNet ProfitNet ProfitNet Profit    629 1175 1492 1673 1861 
Source: Company, Phillip Securities (HK) Research Estimates 

Exchange rate（0.8608） is one year HKD/CNY forward contract price on 12nd March from Wind 

(Financial figures as at 12nd March 2019)
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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.   

© 2019 Phillip Securities (Hong Kong) Limited 
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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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