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MAO GEPING (1318.HK)

MAO GEPING’s brand power had been strengthened in high-end beauty
industry, and it entered the perfume market for the first time

China| Cosmetics|

Overview

MAO GEPING (1318.HK) is mainly engaged in the research and development, production,
sales and makeup skills training of the two major brands of color cosmetics and skin care
products, MGPIN and Favorite lifetime. Relying on the founder, makeup artist Mr. Mao
Geping's profound understanding of makeup aesthetics, unique understanding of the facial
contours and skin characteristics of oriental women and his own influence, the company has
gradually established brand advantages in the field of cosmetics and makeup skills training.
With the increasing variety of products and stable revenue growth of both online and offline
channels, the company has become a leading domestic brand in the high-end beauty
products market.

Company performance review

In 2024, the company's revenue was 3.89 billion yuan (RMB, the same below) with a year-
on-year increase of 34.6%; net profit was 881 million yuan with a year-on-year increase of
32.8%; earnings per share was 2.18 yuan with a year-on-year decrease of 34.1%; total assets
were 4.47 billion yuan with a year-on-year increase of 113.6%.

Both online and offline sales achieved stable growth, and offline counters continued to
expand

In 2024, the company's online revenue was 1.78 billion yuan with a year-on-year increase of
51.2%, accounting for 47.8%, mainly because the company strengthened its sales and
marketing promotions on e-commerce platforms; offline revenue was 1.95 billion yuan with
a year-on-year increase of 21.6%, accounting for 52.2%, mainly because the company
increased its sales and marketing efforts, resulting in an increase in the average sales of each
counter by 2024. The company's online channels cover e-commerce platforms such as Tmall,
Rednote, Douyin, JD.com and Taobao. The company will continue to expand its online
influence by strengthening promotions and cooperating with KOLs. The total number of
online registered members was 10 million, and the repurchase rate was 27.5%. The
company continued to develop offline high-end department store channels and had newly
entered high-end department stores such as Wuhan SKP, Chengdu SKP, and Hangzhou
Tower. As of the end of 2024, the company's brand counters were located in more than 120
cities across the country, including 378 self-operated counters and 31 distributor counters.
The counters were equipped with more than 2,800 professional beauty consultants,
providing users with great beauty experience. The total number of offline registered
members was 15 million, and the repurchase rate was 34.9%.

Color cosmetics and skin care business continued to grow rapidly, and the makeup skills
training business exceeded the pre-epidemic level

In 2024, the company's makeup sales revenue was 2.30 billion yuan with a year-on-year
increase of 42%, accounting for 59.3%; skin care revenue was 1.43 billion yuan with a year-
on-year increase of 23.2%, accounting for 36.8%; makeup art training and related sales
revenue was 152 million yuan with a year-on-year increase of 45.8%, accounting for 3.9%,
exceeding the pre-epidemic level, mainly due to the increase in the number of participants
enrolled in makeup art training courses.

The overall profit level is relatively stable

The gross profit margin in 2024 was 84.4% with a year-on-year decrease of 0.4 percentage
points. In the past four years, the company's gross profit margin had remained at around
84%, reflecting that the sales gross profit margin of color cosmetics and skin care products
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had remained stable. In terms of expenses: the increase in sales and distribution
expenses was mainly due to the increase in marketing and promotion expenses, the
increase in the number of counters leading to the increase in rental property costs
and the increase in employee salary; the increase in administrative expenses was
mainly due to the increase in listing expenses; R&D expense were 32 million yuan,
and the R&D expense ratio was 0.8%, which was basically the same as the previous
year. Mao Geping had relied on ODM (original design manufacturer) and OEM
(original equipment manufacturer) suppliers to produce products for a long time.
Compared with other domestic cosmetics companies, the company's R&D expense
ratio was relatively low (PROYA's R&D expense ratio was 2.0% and Marubi's R&D
expense ratio was 2.7% respectively in 2024), but the company has a production base
under construction in Hangzhou, China, which is expected to be put into operation in
mid-2026. In the future, the company may gradually increase R&D expenses to
further enhance its core competitiveness. The company's net profit margin was
22.7% with a year-on-year decrease of 0.3 percentage points.

Cosmetics consumption was growing well

Data from the China Association of Fragrance Flavour and Cosmetic Industries
showed that in February 2025, the cosmetics transaction amount on the five major e-
commerce platforms, Tmall, Taobao, JD.com, Douyin, and PDD, was 46.19 billion
yuan with a year-on-year increase of 21.38%; the transaction volume was 620 million
units with a year-on-year increase of 21.75%. From January to February 2025, the
total online transaction amount of cosmetics was 95.82 billion yuan with a year-on-
year increase of 15.65%; the total transaction volume was 1.28 billion units with a
year-on-year increase of 6.8%. In March 2025, the total retail sales of consumer
goods were 4,094.0 billion yuan with a year-on-year increase of 5.9%. Among them,
sales of cosmetics were 42.8 billion yuan with a year-on-year increase of 1.1%. The
above data showed that cosmetics consumption grew well at the beginning of 2025,
which will help boost investors' confidence in the cosmetics industry. According to
Qingyan Intelligence data, in the TOP 10 domestic beauty brands on Douyin in Q1
2025, Mao Geping’s influencer promotion accounted for 61.8%, ranking first,
indicating that the company’s online promotion strategy had gained certain results.
Recently, Qiusi online released "Opening a New World of Consumption in China",
further clarifying that "China's economy had entered a stage of high-quality
development, and economic development must inevitably shift to a stage that would
be more supported by domestic demand, especially consumer demand." The release
of the new policy is good for the consumer industry, and Mao Geping is expected to
benefit from it.

MAO GEPING’s brand power had been strengthened in high-end beauty industry,
and it entered the perfume market for the first time

MGPIN was named after its founder, Mr. Mao Geping. The MGPIN series products
adhere to the guiding principles of light and shadow aesthetics and oriental
aesthetics. Among them, "light and shadow aesthetics" refers to the use of highlights
and contouring techniques to make facial contours more visible. "Oriental aesthetics"
encompasses aesthetic concepts and principles derived from traditional Chinese
culture, and its Chinese elements resonate deeply with Chinese consumers. The fifth
generation " Eastern Aura Elegance was launched, which was created in
collaboration with the Cultural and Creative Institute of the Palace Museum. The
series elegantly integrates rich oriental elements into modern aesthetic concepts and
cleverly incorporates the Palace Museum's century-old heritage and the essence of
traditional oriental aesthetics into the products. In June 2024, the company hosted
the “Nation’s Pride, Parisian Radiance: Team China x MAOGEPING 2024 Collection
Launch & Grand Commencement Ceremony” at Hangzhou International Conference
Center. At this landmark event, the company co-launched the Splendid Aura
collection and Team China Athlete Image Enhancement Kits in collaboration with
TEAMCHINA. By using beauty products to set off the athletes’ glory and enhance
their impressive presence, the company presented a positive and uplifting brand
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image. In addition, during the Paris Olympics, MAOGEPING Makeup settled in the
“China House”. By adding luster to the Chinese sports spirit with makeup, the
company conveyed the concept of the most exquisite and beautiful Eastern
aesthetics to the world. The company's oriental aesthetic brand influence had been
further strengthened. Mao Gaping’s hot color cosmetics products are mainly
shadows, highlights and powder creams, while the hot skincare products are the
luxurious caviar masks and luxurious skin-nourishing black cream. The company
launched the MAOGEPING EAU DE PARFUM national style fragrance series in January
2025. This was the company's first entry into the perfume market. This move will help
enrich the product matrix and enhance the company's competitiveness in the
industry.

Company valuation

As the pride of domestic high-end beauty products, Mao Geping has actively enriched
and upgraded its product matrix, launched a number of star products, enhanced
brand influence, and continuously consolidated its leading position in the high-end
beauty industry market. As a famous makeup artist, Mr. Mao Geping, the founder,
has designed makeup for more than 40 movies, TV shows and more than 20 stage
plays. His influence is obvious, which will help to enhance the company's brand
influence and further expand its market share. The company's products have
differentiated competitiveness in the industry and the company is actively developing
overseas markets. We believe that the company's long-term growth is certain. We
predict that the company's revenue will be 5.15 billion yuan, 6.69 billion yuan and
8.46 billion yuan respectively in 2025-2027. EPS will be 2.4/3.12/4.04 yuan,
corresponding to the P/E of 42.7x/32.8x/25.3x. The company is given a P/E of 50
times in 2025, with a target price of HK$127.63, and our investment rating is "
Accumulate ". (Current price as of Apr 29)

Risk factors
The macro-economy is in a downward trend, industry competition is intensifying, and
new product promotion is not as good as expected.
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Financial

Consolidated Statement of Profit or Loss

Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY2TE
Revenue 2586.0 36847 51528 6688.4 8461.6
Cost of sales 4377 -607.2 -1934 -1016.6 -12354
Gross profit 24483 32775 43593 5671.8 7226.2
Other income and gains 46.6 68.4 100.5 147.8 2172
Selling and distribution expenses 14124 19041 -25257 -3310.8  4209.0
Administrative expenses -1921 -267.8 -3852 -45831 -5733
Reversal of impairment losses on financial assets, net 1.0 34 0.0 0.0 0.0
Other expenses 0.8 -0.5 -0.7 -0.6 -0.6
Finance costs 2.0 -5.3 71 -9.2 1.7
Share of profit/(loss) of an associate 0.7 50 0.0 0.0 0.0
Profit before tax 8687.9 1176.6 15712 20458 26488
Income tax expense -224.4 -295.4 -395.8 -615.3 -667.2
Profit for the year attributable to Shareholders of the Company 663.5 881.2 11755 1530.5 1981.6
EPS{RMB) N 218 240 312 4.04
DP $(RMB) NIA 0.72 0.79 1.03 1.34
Dividend payout ratio MIA 33% 33% 33% 33%
Weighted shares outstanding 200.0 4047 4902 490.2 4902

Key Financial Data

Dec YIE FY23 FY24 FY2BE FY26E FY27E
Valutation Ratio

PJE ratio 309 47.0 427 32.8 253
Dividend Yield, % N/A 0.7% 0.8% 1.0% 1.3%
Per share data(RMB)

EPS i 218 240 3.12 4.04
BVPS 77 8.7 8.7 10.6 13.0
DPS(HKD) MN/A 0.76 0.84 1.09 1.42
Growth & Margin

Growth

Revenue Growth 57.8% 34.6% 32.6% 298% 26.5%
Gross Profit Growth 58.7% 33.9% 33.0% 301% 27 4%
MNet Profit Growth 88.0% 33.0% 334% 30.2% 29.5%
Margin

Gross Profit Margin 84.8% 84.4% 84.6% 84.8% 85.4%
Met Profit Margin 22.9% 22.7% 22.8% 229% 234%
Key Ratios

ROE 428% 252% 27 4% 294% 31.0%
ROA 31.6% 19.7% 21.6% 235% 24.9%

Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY27E
Current assets

Inventories 3422 323.8 372.3 385.8 4433
Accounts receivable 167.7 2145 2745 360.2 4427
Cash and cash equivalents 11379 2796.5 35553 44351 5671.6
Others 60.3 112.5 112.5 1125 112.5
Total current assets 16981 34473 43146 52937 6670.1
MNon-current assets

PPE 2201 945.6 1038.6 11305 1203.9
Others 176.6 80.7 85.0 86.0 847
Total non-current assets 396.7 1026.3 11236 1216.6 1288.7
Total Assets 2094 8 44736 54382 6510.3 7958.8
Current liabilities

Accounts and bills payable 103.6 921 148.3 1412 189.5
Bank borrowings 0.0 320.0 3271 336.4 3481
Others 4259 5394 656.4 808.0 1005.4
Total current liabilities 529.5 951.5 1131.8 1285.6 1542.9
Total non-current liabilities 17.3 18.6 181 181 18.1
Total liabilities 546.8 970.1 11499 1303.7 1561.0
Equity attributable to equity holders of the Company 18457 3501.3 4286.1 5204.3 6395.6
Mon-controlling interests 23 22 22 22 22
Total equity 15480 3603.5 4288.3 5206.5 6397.§
Total liabilities and equity 2094.8 44736 5438.2 6510.3 7958.8
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Consolidated Statement of Cash Flow

Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY27E
CFO 699.7 965.6 13235 1683.3 22325
Profit before tax 887.9 1176.8 15712 20458 26488
Depreciation and Amortization 701 78.5 92.6 114.9 149.3
Change in working capital -98.3 485 -523 -106.3 -91.8
Others 4600 2382 " 2880 " 3711 7 4738
CFI -194.7 -628.0 1774 -193.9 207 4
Others 10.0 -12.1 13.5 16.4 21.5
Purchase of property, equipment and intangible assets 2047 -615.9 -190.9 2103 2289
CFF -255.0 1311.0 -387.2 -609.5 -788.6
Others -255.0 8941 -387.2 -609.5 -788.6
Cash received from borrowing 0.0 416.9 0.0 0.0 0.0
Effect of exchange rate changes on cash

Net Change in Cash 250.0 1651.6 758.9 879.9 1236.4
Cash, CE and Restricted cash at Beg 887.9 11379 27964 JBh53 44351
Restricted currency funds for disbursements 0.0 22 0.0 0.0 0.0
Cash, CE and Restricted cash at Y/E 1137.9 217 35553 44351 56716

Current Price as of: 29 Apr
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 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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