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Investment highlights 
Tam Jai International, which has been in business for more than 24 years, is the 
representative brand of Asian noodle specialty stores. Its has two brands called “TamJai” 
and “SamGor” which account for 64.4% market share of in Hong Kong (calculated based on 
2020 revenue). In 2018, the company was acquired by Toridoll (Toridoll Japan, Tokyo Stock 
Exchange listed company: 3397), a well-known multi-brand restaurant group operating the 
world's largest udon chain " Marugame". Currently, the business has expanded to mainland 
China and Singapore. 
 
Expand restaurant network to consolidate its market position 
Up to now, the company had 157 restaurants, an increase of 46.7% compared with April 1, 
2018. There are 150 restaurants in Hong Kong strategically located in various business areas, 
such as business districts, shopping districts, commercial streets and residential districts to 
reach customers of different classes and expand their client base. Of the other 7 restaurants, 
4 are located in mainland China and 3 are located in Singapore. The company plans to open 
approximately 44, 74, 24, 25 and 15 new restaurants in Hong Kong, China, Singapore, Japan 
and Australia respectively by March 31, 2024 and consolidate its market position by 
expanding its restaurant network in existing markets. 
 
Adjusted profit increased more than doubles in the first half of FY2022 
Looking back at the interim period ended at September 2021, due to the increase in the 
number of operating restaurants and the substantial gain in comparable restaurant revenue, 
revenue rebounded sharply by 43% YoY to HKD 1.182 billion. During the period, although 
the profit fell by 11.8% to 138 million, after deducting one-off items such as government 
subsidies and listing expenses, the adjusted profit rose 1.08 times YoY to 147 million. Basic 
EPS for the half year were 13.8 cents compared to 15.6 cents for the same period last year. 
The company's smart scheduling has improved the cost-effectiveness of staff arrangements 
and improved manpower efficiency. The proportion of restaurant staff costs to revenue has 
been reduced to 24.1%, compared to 25.7% in the same period last year. 
 
Benefit from the integration of central kitchens and proper cost control 
The operating profit margin of Tam Jai International increased from 18.7% in 1HFY21 to 
25.7% in 1HFY22, thanks to: i) a reduction in the cost share caused by bulk purchases; ii) 
Increase in average daily revenue per restaurant and reduction due to central kitchen 
integration which led to the reduction in asset depreciation, rental and related expenses 
resulted from the reduction. After deducting other one-time items, the adjusted profit 
margin increased from 8.6% to 12.4%. 
 
Company valuation 
We predicted that Tam Jai International's total revenue will be 2.49 billion, 3.47 billion and 
4.74 billion in 2022-2024, respectively. The revenue growth will mainly benefit from: 1) the 
expansion of restaurant network; 2) the increase in the average number of bowls sold per 
seat per day; 3) the per capita customer consumption rises. The company's EPS in 
2022/2023/2024 are expected to be $0.24/0.35/0.50, and the target price is HK$4.77. 
Corresponding to 20x/13.5x/9.5x P/E ratio of 2022/2023/2024 (the historical average P/E 
ratio of the industry is about 22 times), the Company is given a “Buy” rating. 
 
Risk factors 
The epidemic has resurged and the expansion of the restaurant network has been less than 
expected. 
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Company introduction 
 
The company has been in business for over 24 years and has a network of over 100 
restaurants, becoming the representative brand of Asian noodle shops. The two 
brands under Tam Jai International are " Tam Jai " and " SamGor ". In 1996, the first 
restaurant under the brand name " Tam Jai " was opened in Hong Kong. 
Subsequently, the first restaurant under the " SamGor " brand was opened in Hong 
Kong in 2008. Both brands are rapidly expanding in Hong Kong, operating together 
over 100 restaurants in Hong Kong in 2017. In January 2018, Tam Jai Group was 
acquired by Toridoll (Toridoll Japan, Tokyo Stock Exchange listed company: 3397), a 
well-known multi-brand restaurant group operating the world's largest udon chain " 
Marugame". At present, the company's business has expanded to mainland China 
and Singapore, and will open the first restaurant under the " SamGor " brand in 
Singapore in 2020, and the first restaurant under the " Tam Jai " brand in mainland 
China in 2021. As of the end of September 2021, the company's restaurant network 
of 157 restaurant is all over Hong Kong, Mainland China and Singapore. 

 

As a chain restaurant operator specializing in rice noodles, Tam Jai International has a 
leading position in the Asian noodle specialty store market in Hong Kong, with a 
market share of 64.4% (in 2020 revenue). The casual restaurant market and fast-
casual restaurant market in Hong Kong are also firmly in the top position, with a 
significant increase in market share in all segments in 2020 which has strong 
competitiveness. 
 
 

Figure 1: 

 
Hong Kong 

market 
segment 

2019 2020 

Ranking market 
share 

Market size 
- by sales 
value (HK$ 
billion) 

Ranking market 
share 

Market size 
- by sales 

value (HK$ 
billion) 

Asian noodle 
shop 

No.1 58.5% 2.9 No.1 64.4% 2.6 

Fast casual 
restaurant 

No.2 6.6% 25.5 No.2 10.0% 17.7 

Casual 
restaurants 

No.5 2.5% 68.0 No.3 4.0% 41.6 

 

Source: Company，PSHK 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

Page | 3 | PHILLIPCAPITAL HONGKONG RESEARCH 

Tam Jai International INITIATION REPORT 

 
 
Industry analysis 

 
The four sub-categories of the consumer food service industry in Hong Kong: casual 
restaurants, fast food restaurants, fine dining restaurants and other restaurants 
which accounted for 53.0%, 23.6%, 19.7% and 3.7% of the total industry revenue 
respectively in 2020. Among them, casual restaurants with the largest proportion are 
characterized by flexible service hours, diversified gourmet products and relatively 
affordable prices to attract a large quantity of clients. 

 

Casual restaurants can be further subdivided into fast-casual restaurants and fine-
casual restaurants. In 2020, the ratio of fast-casual restaurants and fine-casual 
restaurants will be approximately 4:6. Although fast-casual restaurants have a smaller 
proportion, their CAGR during 2016 to 2019 was 3.3% which was higher than that of 
fine-casual restaurants of –0.3% during the same period. We expect that driven by 
the convenience, good value for money and flexible operating model, fast-casual 
restaurants will lead industry recovery and drive the growth of the overall casual 
restaurant segment at a faster rate than other consumer food service categories, The 
CAGR of fast casual restaurants during 2020 to 2025 will be 11.8% compared to 
10.1% for the overall consumer food service industry. 

 

Casual restaurants category is highly competitive and has a low concentration with a 
CR5 of 23.3% in 2020. However, the competition pattern of fast-casual restaurants as 
a sub-category is relatively concentrated with 31.3% CR5 in 2020. The four leading 
companies have a huge restaurant network with more than 117 restaurants and the 
majority restaurants are Chinese restaurants which shows the importance of 
convenience and strategic location to Hong Kong consumers. The Asian noodle 
specialty store segment to which Tam Jai Group belongs is more highly integrated, 
with a CR5 of 92.1% in 2020 and Tam Jai accounts for more than 60% of the market 
share, ranking first in terms of market revenue and number of restaurants. 
 

Figure 2: Market Concentration of Fast Casual Restaurants in Hong Kong in 2020 

 

   

Source: Company，PSHK 
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Fast-casual restaurants can flexibly cater to trends in ordering food from 
online platforms 
The busy and fast pace of life of Hong Kong people and the outbreak of the epidemic 
have promoted the online and offline development of fast casual restaurants. Hong 
Kong people have always been known for their long working hours and busy lives. 
According to the Quarterly Report on General Household Survey released by the 
Census and Statistics Department, the median weekly working hours of Hong Kong 
employees in 2021 was 44 hours. Due to the long working hours, office workers and 
families generally prefer fast-casual restaurants with fast serving times and high 
checkout efficiency. At the same time, due to the impact of the epidemic, consumers 
are increasingly ordering food through home delivery and self-pickup platforms. From 
2019 to 2020, the proportion of food takeaway and takeaway in the consumer food 
service industry in Hong Kong increased from 14.1% to 42.1%. The flexible operating 
model of fast-casual restaurants is catering to this trend, resulting in rapid growth. 
 
Rent and labor costs are key components of a restaurant's operating costs. Rental 
costs in Hong Kong are high which generally account for more than 30% of the total 
operating costs of restaurants in Hong Kong. Labor costs also increased during 2016 
and 2020, with a median monthly salary of restaurant employees increasing at a 
CAGR of 3.6% to reach HK$13,600 in 2020. The profitability of many restaurant 
operators has been affected as a result. Nonetheless, larger chain restaurants have 
simplified food processing to reduce labor costs through economies of scale and 
adopted centralized purchasing policies to reduce unit costs of ingredients. 
 
Chain restaurants make up a large proportion of restaurants in Hong Kong. In 2020, 
the total revenue of chain restaurants was 37.3 billion which account for 47.5% of the 
market share, while the sales revenue of independent restaurants was 41.2 billion 
which account for 52.5% of the market share. Although the overall market share of 
chain restaurants is still lower than that of independent restaurants, the CAGR during 
the period from 2016 to 2019 is higher than that of independent restaurants. From 
2020 and 2025, revenue of independent restaurants are expected to record a CAGR 
of 11.3% to 70.5 billion, while chain restaurants are expected to record a CAGR of 
8.6% to 56.2 billion during the same period. 
 
 

Figure 3: Labour Costs (2016-2020) 

 
Hong Kong dollar 2016 2017 2018 2019 2020 2016-2020 

compound 
annual growth 

rate 

Median monthly 

salary for restaurant 

employees 

11,800 12,400 13,100 13,800 13,600 3.6% 

 

Source: Company，PSHK 
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Business Situation 

 
The Company's extensive restaurant network helps to increase market 
share and promote business growth 
As of the end of September 2021, the company had 157 restaurants, an increase of 
46.7% compared with April 1, 2018. Among them, the number of restaurants in Hong 
Kong has increased to 150 and four new restaurants were opened in Shenzhen and 
three restaurants continued to operate in Singapore. The company plans to open 14 
new restaurants in Hong Kong from October 2021 to March 2022, with several 
additional restaurants in the Greater Bay Area and Singapore during this period. In 
Japan, with the support of the company's controlling shareholder Toridoll Japan, two 
new restaurants are expected to open in the first quarter of 2022. 

 

Although consumers' dining habits have changed due to the outbreak of the epidemic 
and the increasing popularity of online home-to-home services, the proportion of the 
revenue company's dine-in order to takeaway self-pickup and home order has 
dropped from 8:2 in 2019 to 2021. 5:5. However, dine-in orders will not be 
completely replaced by take-out and home-delivery orders, and online-to-home 
services generally only cover the customers in surrounding areas. Having a broad 
restaurant network can help the company grasp the demand for home-delivered 
orders and further promote business growth. 
 

Highly standardized business model supports the company to rapidly and 
systematically expand to other new markets 
The company currently operates 2 central kitchens. One is in Hong Kong and the 
other is in Singapore. Central kitchens help ensure consistency of food taste and 
quality across restaurants, simplify food handling procedures at restaurant level and 
make food easier to be standardized. Not only that, central kitchen can save the 
installation of unnecessary cooking equipment in the restaurant, effectively reduce 
the capital expenditure of opening a new restaurant, thereby improving the 
scalability of the business. The company plans to set up central kitchens in Mainland 
China, Singapore and Australia and will process more new products in the central 
kitchens, including ingredients, snacks, soup bases and sauces. 
 

Figure 4：The percentage of ingredients served by the central kitchen to the 
ingredients used in the restaurant 

 
Source: Company，PSHK 
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In addition, the company adopts a central procurement policy and has jointly 
developed a variety of different cooking equipment with cooking equipment 
suppliers, such as automatic rice noodle cooking machines and soup pots, to help 
kitchen staff more accurately control the cooking time or the amount of ingredients, 
effectively  
 
 
unifying the taste and quality of restaurant food, reducing the manpower required to 
handle food and the risk of work-related injuries due to repetitive actions. As a result, 
restaurants do not need to hire skilled chefs and can more easily recruit suitable 
kitchen staff. On the other hand, the company has established comprehensive 
standardized procedures for opening, operating and managing restaurants to 
enhance operational and management efficiency and ensure consistent service 
quality. Standardized procedures include, but are not limited to, customer service, 
cleaning and disinfection, staff training and quality control. 
 

Outperformed other major restaurant chains during the epidemic 

 

As frontline employees are generally hired on an hourly rate based on flexible 
working schedules, the company can quickly respond to any epidemic prevention 
policies that restrict business hours and minimize staff costs. The restaurant also 
maintains a minimum amount of ingredients for up to three days to avoid waste and 
minimize the cost of ingredients. However, the main factor behind the company's 
ability to maintain stable earnings during this turbulent period is that the company's 
food products are very suitable for take-out and home delivery. Since the company's 
food only requires simple and quick procedures to prepare and cook, the restaurant 
can quickly fulfill take-out and home orders during busy hours and achieve higher 
sales. In fact, the company's revenue in 2021 has increased by 6.1%, which is better 
than the performance of the top five listed restaurant chains in Hong Kong. The top 
five listed restaurant chains in Hong Kong all saw their revenue drop by 14.0% to 
47.8% over the same period. We believe that even if the COVID-19 situation improves 
and consumers resume dine-in dining in restaurants, online ordering and home 
delivery will still be the mainstream trend. 
 

Figure 5: 2019-2021 takeaway and home order revenue (HK$ million) 

 

 
Source: Company，PSHK 
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Looking back at the interim period ended September 2021, benefiting from the 
increase in the number of operating restaurants and the substantial increase in 
comparable restaurant revenue, revenue rebounded sharply by 43% YoY, increasing 
to 1.182 billion. During the period, although the profit fell by 11.8% to 138 million, 
after deducting one-off items such as government subsidies and listing expenses, the 
adjusted profit rose 1.08 times YoY to 147 million. Basic EPS for the half year were 
13.8 cents compared to 15.6 cents for the same period last year. By improving  
 
 
the cost-effectiveness of staff arrangements and improving manpower efficiency, 
restaurant staff costs as a percentage of revenue decreased to 24.1%, compared to 
25.7% in the same period of the previous year. 
 
 
The operating profit margin Tam Jai International's has increased from 18.7% in 
1HFY21 to 25.7% in 1HFY22, thanks to: i) bulk purchasing leads to a reduction in the 
proportion of cost; ii) the increase in average daily revenue per restaurant and the 
reduction caused by the integration of the central kitchen reduced the proportion of 
asset depreciation, rental and related expenses. After deducting other one-time 
items, the adjusted profit margin will increase from 8.6% to 12.4%.
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Revenue Forecasts and Risk Factors 

 
Revenue analysis 
We predict that the total revenue Tam Jai International will reach 2.49 billion, 3.47 
billion, and 4.74 billion in 2022-2024, respectively. The revenue growth will mainly 
benefit from: 1) the expansion of restaurant network; 2) the increase in the number 
of bowls sold per seat per day; 3) rise in per capita customer consumption. In the 
future, the company will continue to expand its existing restaurant network and 
expand into overseas markets and plans to increase the number of restaurants in 
operation to more than 300 by the end of fiscal year 2024. We believe that the 
number of company's operating restaurants in Hong Kong have little room for growth. 
It is expected to be similar to the more than 160 restaurants of another Hong Kong-
listed restaurant chain, the Café de Coral Group. However, the Hong Kong business 
will continue to be the company's main source of revenue. Entering overseas markets 
can also bring new opportunities for the company. Last year, the local epidemic was 
still resurged, but the daily average number of bowls sold per seat in the restaurant 
has gradually recovered to the pre-epidemic level. Although the epidemic situation in 
Hong Kong has worsened recently, we believe that the company can respond flexibly 
to provide takeaway and home services to reduce the impact of epidemic prevention 
restrictions on restaurants. It is expected that the per capita consumption of 
customers still has room for improvement, mainly because the company has 
launched new products and high-end ingredients and sold additional snacks and 
beverages with high gross profit. 

 
Company Valuation 
We forecast that the company's EPS in 2022/2023/2024 to be HK$0.24/0.35/0.50, 
with a target price of HK$4.77, corresponding to 20x/13.5x/9.5x EPS in 
2022/2023/2024 (the historical average P/E ratio of the industry is 22x).  The 
Company is given a “Buy” rating (initial coverage). 

 

        P/E P/B 

Company Stock code Closing price 
Market 

value 
TTM 2021E 2022E TTM 2022 2023 

    
(Original 
currency) 

(HKD 
million)             

Tam Jai 
International 

2217.HK 2.72 3646 13.13× - 9.08× 8.66× - - 

Café de Coral 341.HK 13.22 7743 27.00× 28.34× 18.46× 18.96× - - 

Fairwood 52.HK 15.26 1977 13.84× - - 2.59× - - 

Taixing 6811.HK 1.27 1275 12.68× - - 1.16× - - 

Tsui Wah 1314.HK 0.218 308 - - - 0.52× - - 

Tao Heung 573.HK 0.93 943 41.65× - - 0.61× - - 

Source：Wind，PSHK 

 
Risk factors    

The epidemic has resurged and the expansion of the restaurant network has been 
less than expected. 
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Financial data 

 

 
 

 
Current Price as of 30th March 2022 

Source： PSHK Est. 
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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: The analyst(s) preparing this report nor his associate 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.   
©  2022 Phillip Securities (Hong Kong) Limited 

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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