EQUITY RESEARCH

Yankershop Food Co., Limited (002847.52)

The results for FY2023Q1 in line with expectations,
revenue growth momentum remains strong

China | Leisure Food

Yankershop Food (002847.5Z), established in 2005, is a publicly traded company specializing
in the research, development, production, and sales of snack foods, focusing on six core
categories: spicy snacks, deep-sea snacks, baked goods, potato chips, konjac, and dried
fruits. The company's snack product lines include the " Yankershop" series of savory snacks
(deep-sea snacks, bean-based snacks, vegetarian snacks, meat and fish snacks, etc.) and the
"Handou Baba" (B4 5.5 E) series of casual baked goods (cakes, bread, potato chips, jelly
puddings, etc.). In addition to bulk packaging, the company also actively develops pre-
packaged, small-sized, and large-sized products to meet the snacking needs of consumers in
various scenarios. While maintaining coverage of Key-Account (KA) and AB-class
supermarkets, the company also focuses on developing e-commerce, convenience stores
(CVS), snack specialty stores, campus stores, and more. It has formed deep partnerships
with popular snack brands such as Snack Busy (F&1R1r:), Snack Youming (& 15), Dai
Yonghong (#i7k41), Haoxianglai (JF4E7K), Wife Lady (ZZ£ K N), Sugar Nest (¥##), and
Best Snacks (& f#i%). The company also utilizes Tiktok and livestreaming to attract
customers and expand sales channels.

In FY2022, Yankershop's total revenue reached RMB2.894 billion, a YoY increase of 26.83%.
Net profit attributable to shareholders was RMB301 million, up 100.01% YoY. Non-GAAP Net
profit was RMB276 million, a YoY increase of 201.47%. Among the product categories, all
products achieved positive growth, except for dried fruit. In particular, casual baking
(including snacks) generated RMB652 million in revenue, a YoY increase of 14.01%,
accounting for 22.53% of operating income; deep-sea snacks generated RMB559 million in
revenue, a YoY increase of 17.68%, accounting for 19.33% of operating income; meat,
poultry, and egg products generated RMB 289 million in revenue, a YoY increase of 23.91%,
accounting for 9.99% of operating income; potato chips generated RMB277 million in
revenue, a YoY increase of 52.20%, accounting for 9.58% of operating income; and casual
konjac products generated RMB257 million in revenue, a YoY increase of 120.32%,
accounting for 8.90% of operating income. As of December 2022, the company had 2,483
distributors, a net increase of 734, covering all 31 provinces, autonomous regions, and
municipalities in China.

The revenue growth momentum for FY2023Q1 remains strong

Entering Q1 FY2023, the company's business growth remained strong, with operating
income reaching RMB893 million, a YoY increase of 55.37%. Net profit attributable to
shareholders was RMB112 million (in line with the performance forecast of RMB100 million
to RMB120 million), a YoY increase of 81.67%. Non-GAAP Net profit was RMB98.3524 million
(in line with the performance forecast of RMB86.8 million to RMB106.8 million), a YoY
increase of 100.33%; basic EPS were RMBO0.88.

The company's strong revenue growth is mainly due to the low base last year and the
continuous optimization of sales products and channels (including snack specialty channels,
e-commerce channels, etc.). Core product categories achieved steady growth across all
channels, such as casual konjac products, which grew by 120% in FY2022 and by more than
200% in FY2023Q1. During the period, the company's gross profit margin fell by 4.0
percentage points YoY to 34.6%, mainly due to the increasing proportion of low-margin
channels (such as direct-operating KA supermarkets) and the decreasing proportion of high-
margin channels (such as distribution and emerging channels). As a result, the company's
sales expense ratio decreased by 6.3 percentage points YoY. With the decline in both
management and financial expense ratios, the company's net profit margin in FY2023Q1
increased by 1.9 percentage points YoY to 12.6%.
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KEY FINANCIALS
RMB mn FY21 FY22E FY23E FY24E
Revenue 2,281.5 2,893.5 3,586.0 4,355.9
Net profit 150.7 301.5 439.0 535.6
Reported EPS 1.21 2.40 2.28 2.76
P/E ratio, x 66.5 33.6 354 29.1

Dividend Yield, % 1.2% 1.9% 1.1% 1.6%

Source: Company reports, Phillip Securities Est.
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Investment Thesis

Based on the performance evaluation requirements of the company's latest incentive
plan for the three fiscal years FY2023 to FY2025, compared to FY2022, the
revenue/net profit growth for FY2023 should not be less than 25%/50%, for FY2024
should not be less than 56%/95%, and for FY2025 should not be less than 95%/154%.
In other words, the annual growth rates of revenue for FY2023/FY2024/FY2025 are ~
25%/25%/25%, and the annual growth rates of net profit are ~50%/30%/30%. In
terms of amount, the revenue for FY2023/FY2024/FY2025 should be no less than
RMB 3.617/4.514/5.642 billion, and the net profit should be no less than RMB
0.479/0.623/0.812 billion. As all revenue and net profit targets for the FY2019 to
FY2021 fiscal years were achieved, it is expected that the incentive plan can continue
to improve employee motivation and have a greater positive impact on the
company's medium-term revenue and profit growth. Looking at global snack industry
leaders, many international snack brands (such as Mondelez and General Mills) are
long-term bull stocks with consumer attributes that transcend cycles. Mondelez
alone has a market value of nearly US$S 100 billion. In contrast, the domestic snack
market is still fragmented, so high-quality domestic brands have enormous
development potential. We expect FY2023 to FY2024 EPS will be RMB2.28 and
RMB2.76, respectively, and the PT will be RMB103.23, implies a FY2023E P/E of 45.4x
(~3-yrs historical average minus 1 SD). Our investment rating is “Buy”.

Risk factors

1) The momentum of macroeconomic recovery has slowed down; 2) The increase
in raw material costs exceeded expectations; 3) Consumption of snack food is
weaker than expected.
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Financial
s lidated & of Profit or Loss Ce lidated § of Financial Position
Dec Y/E, RMB mn Fy20 FY21 FY22 FY23E FY24E Dec Y/E, RMBE mn Fy20 FY21 FY22 FY23E FY24E
Revenue 1,958.9 2,2815 2,893.5 3,586.0 4,355.9 Non Current Asset
OGS (1,100.2) (1,466.8) (1,888.9) (2,287.3) (2,749.2) PPE 925.6 1,009.7  940.9 1,026.7 1,170.8
Gross Profit 858.6 814.7 1,004.6 1,298.6 1,606.8 Right-of-use asset - 2.6 17.4 18.3 19.3
Taxes and surcharges (16.6) (20.3) (27.9) (32.3) (39.3) Others 307.3 3847 4435 4603 4720
Sales expense (471.3) (505.4) (457.3) (537.1) (664.3) Total Non Current Assets 1,232.9  1,397.0 1,401.8 1,505.3 1,662.2
Administrative expenses (96.1) (119.0) (130.9) (174.6) (212.6) Current Asset
R&D expenses (51.5) (55.2) (74.3) (91.0) (110.6) Inventory 351.8 250.1 4534 5255 683.6
Financial cost (5.9) (21.0) (8.8) (18.2) (22.2) Trade and other receivables 156.1 198.1  169.0 2529 335.9
Other income 61.0 " 759 " 35.6 47.8 58.8 Bank balance and cash 180.4 134.5 202.9 4041 531.9
Operating Profit 278.1 169.8 3411 493.2 616.7 Others 100.1 93.0 227.6 220.0 2121
Non-operating income 0.2 0.4 0.6 0.6 0.7 Total Current Assets 788.4 684.8 1,053.0 14025 1,763.4
Non-operating expenses (4.6) (3.1) (8.8) (8.1) (9.8) Total Assets 2,021.3 2,081.8 24547 2907.8 3,425.6
Prefit before tax 273.7 167.1 332.8 485.7 607.6 Current Liabilities
Income tax (31.6) (12.8) (31.0 (46.1) (71.4) Payables 2104 2416 276.9 384.1 537.0
Shareholders Net profit 241.8 150.7 301.5 439.0 535.6 Interest-bearing Borrowings 472.4 528.4 471.6 520.7 523.9
Reported EPS 194 121 240 2.28 2.76 Other current Liabilities 327.2 410.7 393.8 390.8 388.9
DPS 1.00 1.00 1.50 0.91 1.27 Total current Lial 1,010.1  1,180.7 11,1423 1,2956 1,449.8
Payout ratio 51.5% 82.6% 62.6% 40.0% 45.9% Non Current Liabilities
Long-term debt 130.1 2.0 1371 186.3 189.5
Others Non-current Li 15.8 15.5 27.3 27.2 27.0
Key Financial Data Total Non-Current Liabilities 145.9 17.5 164.4 213.4 216.5
Dec Y/E FY20 FY21 FY22 FY23E FY24E Equity
Valuation Ratio Shareholders’ equity 858.9 873.1 11,1349 11,3851 1,744.9
P/S ratio, x 51 4.4 3.5 4.3 36 Non-controlling interests 6.4 10.6 13.2 13.7 14.4
P/E ratio, x 415 66.5 33.6 35.4 29.1 Total equity 865.3 883.6 11481 1,398.8 1,759.2
Dividend Yield, % 1.2% 1.2% 1.9% 11% 1.6% Total Liabilities and Equity 2,021.3 2,081.8 24547 259078 3,4256
Per share data (RMB)
EPS 194 121 240 2.28 2.76 Consolidated Statement of Cash Flow
BVPS 6.64 6.75 8.82 7.02 8.81 Dec Y/E, RMB mn FY20 FY21 FY22 FY23E FY24E
DPS 1.00 1.00 1.50 0.91 1.27 CFO
Profit after income tax 2421 154.4 301.9 439.6 536.2
Growth & Margin D&A add-back 959" 12037 1404 1442 1507
Growth Others 541 69.6 90.0 (0.9) 0.4
Revenue Growth 40.0% 16.5% 26.8% 23.9% 21.5% Net (inc)/dec working capital (51.4) 124.6 (106.7) (48.8) (88.2)
Gross Profit Growth 31.3% 22.1% 37.5% 15.8% 21.6% Net cash flow from operating aci 340.6 477.9 425.5 534.0 589.2
Operating Profit Growth 101.8% -39.0% 100.9% 44.6% 25.0% CFl
Net Profit Growth 88.8% 37.7% 100.0% 45.6% 22.0% Purchase of PP&E and Investment (358.5) (332.8) (262.1) (251.4) (311.8)
Margin Others 10.6 10.5 10.7 9.1 9.7
Gross Profit Margin 43.8% 35.7% 34.7% 36.2% 36.9% Net cash flow from investing activities (347.8)  (322.3) (251.4) (242.3) (302.1)
Operating Profit Margin 14.2% 7.4% 11.8% 13.8% 14.2% CFF
Net Profit Margin 12.3% 6.6% 10.4% 12.2% 12.3% Net Borrowings 282.0 (72.2) 85.1 98.3 6.5
Others (205.7) (132.9) (181.9) (188.8) (175.8)
Key Ratios Net cash flows from financing acti 763 (205.0)  [96.8)  (90.5)  (189.4)
ROE 29.6% 17.4% 30.0% 34.8% 34.2% Net Change in Cash 69.0 (49.5) 77.4 201.2 127.7
ROA 13.1% 7.3% 13.3% 16.4% 16.9%

Current Price as of: June 29

Source: PSHK Est.
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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

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.
© 2023 Phillip Securities (Hong Kong) Limited
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