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Vitasoy International (ozss.1x)

Revenue Growth and Margin Expansion Enhance Profitability
Food & Beverage |

Investment Summary

Vitasoy International (00345.HK) reported revenue of HKD 3.443 billion for 1H2025FY,
representing a year-on-year (YoY) growth of 2%. While overall topline growth remained
modest, gross margin expanded significantly to 51.6% (1H2024FY: 50.5%), reflecting the
positive impact of lower raw material costs and production process optimization. Operating
profit surged by 50% to HKD 257 million, primarily driven by strong performances in
Mainland China and Hong Kong. In Mainland China, the company leveraged an optimized
online and offline sales mix and improved production efficiency, leading to a 15% increase in
operating profit, with an operating margin of 11%. The Hong Kong segment also delivered
robust results, with operating profit rising by 44%, supported by revenue growth and lower
raw material costs. Meanwhile, the Australia and New Zealand markets resumed revenue
growth as production issues were resolved, while the Singapore market saw increased
revenue from its tofu business, leading to a significant narrowing of operating losses.
Earnings per share (EPS) stood at HKD 0.159, reflecting a YoY increase of 4.6%. The company
declared an interim dividend of HKD 0.04 per share, marking an impressive 186% YoY
increase. This underscores management’s confidence in the company’s stable cash flow
outlook and its commitment to maintaining a consistent shareholder return policy.

Revenue Growth and Margin Expansion Enhance Profitability

For the six months ended September 30, 2024, Vitasoy recorded revenue of HKD 3.443
billion, up 2% YoY. The Mainland China segment remained broadly flat at HKD 1.958 billion,
reflecting intensified market competition. Notably, the decline in online sales exerted
pressure on overall growth, attributed to increased competition on e-commerce platforms
and evolving consumer purchasing behavior. However, through product portfolio
optimization and enhanced production efficiency, the Mainland China segment achieved an
operating profit of HKD 218 million, up 15% YoY, with an operating margin improvement to
11%.

The Hong Kong market remained resilient, with revenue increasing by 3% YoY to HKD 1.156
billion, driven by strong brand equity, broad market influence, and product innovation.
Demand for new offerings, such as Vitasoy Banana Soy Milk, Vitasoy Strawberry Soy Milk,
Vita 0 Sugar Lemon Tea, and Vita 0 Sugar Sparkling Lemon Tea, was robust, boosting sales
volume. Operating profit in Hong Kong surged by 44% YoY to HKD 159 million, with an
operating margin improvement to 14%. This strong performance was underpinned by core
product sales growth and the tailwind from lower raw material costs. Additionally, increased
demand from export markets provided incremental revenue support.

The Australia and New Zealand segment resumed revenue growth, rising 7% YoY to HKD 273
million. However, the business still recorded an operating loss of HKD 45.51 million, with the
loss widening compared to the prior period. This was primarily due to operational
disruptions in the first half, though management has successfully resolved the issues and
restored production capacity. A return to profitability is anticipated in the second half.

The Singapore segment recorded revenue growth of 6% YoY to HKD 55.85 million, primarily
driven by strong tofu export demand. Despite ongoing challenges in the beverage business,
operating losses narrowed significantly to HKD 2.10 million, reflecting increased tofu
revenue and improved cost control measures. Nevertheless, further strengthening of
distribution channels will be required to restore overall profitability in this segment.

Benefiting from lower raw material costs and production process optimization, the group’s
gross margin expanded to 51.6%, marking a 1.1 percentage point improvement YoY. This
highlights Vitasoy’s strong cost management capabilities.
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KEY FINANCIALS

HKD mn FY23  FY24 FY25E FY26E
Revenue 6,340.6 6,217.1 6,326.2 6,586.6
Net profit 45.7 116.4 236.7 307.7
Reported EPS 0.043 0.108 0.221 0.287
P/E ratio, x 219.7 86.4 42.5 32.7

Dividend Yield, %  0.3% 0.8% 1.6% 2.0%

Source: Company reports, Phillip Securities Est.
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Solid Financial Position with Strong Cash Flow Generation

Vitasoy's cash flow position improved significantly during the period. As of
September 30, 2024, cash and bank balances (net of bank borrowings) increased to
HKD 935 million, a substantial 74% surge from HKD 538 million as of March 31, 2024.
This improvement was primarily driven by enhanced operating cash flow and
disciplined capital expenditure management.

While bank borrowings increased from HKD 256 million to HKD 405 million, the
stronger cash position allowed the company to maintain a solid financial profile, with
net cash holdings improving meaningfully. This demonstrates a reduced financial risk
profile and enhanced liquidity resilience.

Investment Thesis and Valuation

A key challenge for Vitasoy in the second half of the fiscal year remains the
intensifying competitive landscape in Mainland China. While the company has
enhanced profitability through product mix optimization and production efficiency,
the decline in online sales necessitates further strategic adjustments. Strengthening
brand influence and refining e-commerce strategies will be crucial to sustaining long-
term growth momentum. The Hong Kong market continues to perform steadily, but
given a challenging retail environment, further strengthening of market positioning
and exploring additional growth avenues will be necessary. The Australia and New
Zealand segment is expected to return to profitability following the resolution of
production issues, while the Singapore segment’s performance hinges on the
successful restructuring of its beverage distribution network.

Vitasoy delivered resilient earnings growth and strong cash flow improvements in
1H2025FY, while significantly increasing dividend payouts, reflecting management’s
confidence in the business outlook. Despite competitive pressures in China, the
company has effectively managed product portfolio optimization and cost control,
leading to a notable operating margin expansion. Based on Vitasoy’s robust financial
position, consistent earnings growth, and stable dividend policy, and we expect the
company's earnings per share (EPS) for FY2025 and FY2026 to be HKD 0.221 and HKD
0.287, respectively. Our target price is set at HKS 11.66, corresponding to a 40.7x
forward P/E ratio for FY2026, which is in line with the company’s five-year historical
average valuation. Our investment rating is “Buy”.

Risk factors
1) Intensified Competition in Mainland China; 2) Cost Pressures and Gross Margin
Risks; and 3) Uncertainty in Overseas Market Expansion.
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Financial
[of lidated of Profit or Loss Ce lidated of Fi ial Position
Mar Y/E, HKD mn FY22 FY23 FY24 FY25E FY26E Mar Y/E, HKD mn FY22 Fy23 FY24 FY25E FY26E
Revenue 6,501.2 6,340.6 6,217.1 6,326.2 6,586.6 Non Current Asset
COGS (3,430.5)  (3,328.8) (3,105.7)  (3,117.6)  (3,214.6) PPE 3,968.2 3,392.1 3,103.4 2,762.0 2,457.8
Gross Profit 3,070.7 3,011.8 31114 3,208.6 3,3721 Others 282.7 261.1 286.2 306.0 326.3
Other income 126.2 113.8 84.2 58.2 67.6 Total Nen Current Assets 4,251.0 3,653.2 3,389.6 3,068.0 2,784.1
Distribution and selling exp. (2,215.2)  (2,024.4) (1,976.3) (1,896.3) (1,956.9) Current Asset
General & Admin exp. (702.4) (672.0) (701.0) (691.9) (701.2) Inventory 773.4 639.6 554.5 619.5 641.9
Other operating exp. (492.2) (325.6) (332.9) (323.0) (360.7) Trade and other receivables 1,123.0 981.9 873.3 987.0 1,031.3
Operating Profit (212.9) 103.6 185.4 355.6 420.8 Bank balance and cash 621.9 555.3 794.5 1,180.9 1,502.6
Finance costs, net (23.1) (32.5) (30.0} (27.5) (17.9) Others 37.9 19.5 24.8 44.5 64.8
Share of losses of joint venture - (22.3) (23.7) - - Total Current Assets 2,556.2 2,196.3 2,247.1 2,832.0  3,240.6
Profit before tax (235.9) 48.8 131.7 328.1 402.9 Total Assets. 6,807.1 5,849.5 5,636.7 5800.0 6,024.7
Income tax 74.5 (27.7) (13.9) (87.5) (90.8) Non-Current Liabilities
Shareholders Net profit (158.8) 45.7 116.4 236.7 307.7 Long-term debt - 1151 - 76.7 71.6
Reported EPS, Diluted (0.149) 0.043 0.108 0.221 0.287 Other Non-current Liabilities 206.4 162.0 298.7 259.1 218.6
DPs - 0.027 0.077 0.148 0.192 Total Nen-current Li ities 206.4 277.0 298.7 335.8 290.2
Payout ratio 0% 63% 71% 67% 67% Current Liabilities
Interest-bearing Borrowings 489.8 409.6 256.0 311.6 284.0
Trade payables 2,432.5 1,963.4 1,824.7 1,857.0 1,899.8
Others 109.2 98.9 144.7 124.9 104.6
Key Financial Data Total Current Liabilities 3,031.6 2,471.8 2,2254  2,293.5 2,288.5
Mar Y/E FY22 FY23 FY24 FY25E FY26E Equity
Valuation Ratio Shareholders” equity 3,257.9 2,847 30046 3,158.7 3,329.6
P/5 ratio, x 15 1e 16 16 15 Non-controlling interests 311.2 115.9 108.1 112.0 116.4
P/E ratio, x (63.1) 219.7 86.4 42.5 32.7 Total equity 3,569.1 3,100.6 3,112.6 3,270.7  3,446.0
Dividend Yield, % 0.0% 0.3% 0.8% 1.6% 2.0% Total Liabilities and Equity 6,807.1 5,849.5 5,636.7 5800.0 6,024.7
Per share data (HKD)
EPS (0.15) 0.04 0.11 0.22 0.29 Ci lidated of Cash Flow
BVPS 3.05 2.79 2.80 294 3.0 Mar Y/E, HKD mn FY22 FY23 FY24 FY25E FY26E
DPS (HKD) - 0.027 0.077 0.148 0.192 CFO
Profit before income tax (235.9) 48.8 131.7 328.1 402.9
Growth & Margin D&A add-back 559.0 © 52937 5227  503.4 4565
Growth Others 50.6 64.5 73.7 (87.5)  (68.9)
Revenue Growth -13.5% -2.5% -1.9% 1.8% 4.1% Net (inc)/dec working capital " (249.3) " 1140.3)' 62.5 (146.4) (23.8)
Gross Profit Growth -22.3% -1.9% 3.3% 3.1% 5.1% Net cash flow from operating activities 124.4 502.4 790.5 597.6 766.8
Qperating Profit Growth -125.2% -148.7% 79.0% 91.8% 18.3% CFl
Net Profit Growth 120.0%  -128.8%  154.5%  103.4% 30.0% Purchase of PP&E (409.5)  (187.5) (146.3) (166.9)  (156.6)
Margin Others 9.2 (1.7)  (148.0) (146.6) (147.2)
Gross Profit Margin 47.2% 47.5% 50.0% 50.7% 51.2% Net cash flow from investing activities (400.3) (189.2) (294.3)  (313.5) (303.8)
QOperating Profit Margin -3.3% 1.6% 3.0% 5.6% 6.4% CFF
Net Profit Margin -2.4% 0.7% 1.9% 3.7% 4.7% Dividends paid (310.1)  (13.9)  (30.0)  (82.5) (158.7)
Others 2252 (3524) (3735) 334 (134.0)
Key Ratios Net cash flows from financing activities (84.8) (366.3) (403.5) (49.1)  (292.8)
ROE -4.6% 1.5% 3.9% 7.7% 9.5% Net Change in Cash (360.7) (53.1) 92.8 235.0 170.2
ROA -2.3% 0.7% 2.0% 4.1% 5.2% Cash and CE at Y/E 621.4 554.8 6430 11,0294 13511

Current Price as of: February 28
Source: PSHK Est.
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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 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.
© 2025 Phillip Securities (Hong Kong) Limited
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