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2023 Preview: Cut EPS on Fierce Competition, Franchise Model Roll-Out

O]

O]

2023 Preview: Expect sales/net profit rebound of 49%/759% YoY: We expect
Jiumaojiu (JMJ) to post 2023 sales/attributable net profit growth of 49%/759% YoY
to Rmb5,962mn/423mn respectively (4%/7% below consensus). We cut 2023 net
profit by 18% due to likely more back-end loaded restaurant openings that raised
costs but contribute minimal sales, and weak SSSG that hurt TaiEr’s margins.

TaiEr — Low-hanging fruits mostly gone; expect slower openings, lower returns
going forward: We expect TaiEr, which accounted for the majority of JMJ's
operating profit in the past (78% in 1H23), to see slower new restaurant openings
(mostly lower tier cities) with lower profit per store going forward. Company guided
to open 105 new restaurants (plus 13 planned openings from 2022) in 2023, while
we expect only 80-100 openings in 2024E. TaiEr has been extending growth via
overseas expansion (guided 15 openings in 2023, we expect another 15-20 in 2024)
and recently rolled out a franchise model to tap into faraway provinces, which if
proven successful, could accelerate store opening especially in lower tier cities, but
could come at the expense of lower sales-per-store (vs. self-operated stores)
despite higher % margin (given minimal costs). Typically, franchised stores
contribute via paying royalty on sales, raw material procurement in addition to a
one-off joining fee. As such, we lower our medium-term sales estimates for TaiEr.

Song Hot Pot — Expansion continues amid fierce competition: We expect Song to
open 35-40 restaurants in 2024, off a small base (est. 62 restaurants by end-2023),
similar to the pace in 2023. However, Song likely faces fierce competition in the hot
pot segment, given its weak SSSG for most months in 2H23. Interestingly, JMJ
recently launched a new concept ShanWaiShan Hot Pot, which will be run fully on
“cooperative model” (a joint-venture similar to a franchised store). This represents
a new trial with much to gain if successful, but little to lose if not, in our view.

Cut EPS and TP to HK$9.9; Stay Buy: We cut 2023-25E EPS by 18%-28% due to
intensified competition in the catering market as we underestimated its impact on
ASP and margins given operating deleverage. The stock underperformed YTD (-
15.7% vs HSI -3.8%) as market sentiment soured on the restaurant sub-sector that
led to P/E multiple compression. With that said, JMJ remains a high growth company
even with our revised 38% 2024-26 EPS CAGR, which stands out among Chinese
consumer stocks. We cut TP to HK$9.9 (from HKS$20.5), based on 19x 2024E P/E
(from 29x 2023-24E P/E) and an unchanged 0.5x PEG. JMJ is set to release 2023
results on 22 March (post-market).

Financial highlights

Y/E 31 Dec 2021 2022 2023E 2024E 2025E
Revenue (RMB m) 4,180 4,006 5,962 7,959 9,742
YoY growth (%) 54.0 -4.2 48.8 335 224
Net profit (RMB m) 340 49 423 702 931
EPS (RMB) 0.23 0.03 0.29 0.48 0.64
YoY growth (%) 162.7 -85.5 758.6 66.0 32,6
Previous EPS (RMB) 0.36 0.65 0.89
Change (%) -18.2 -26.0 -28.1
P/E (x) 18.8 130.0 15.1 9.1 6.9
BVPS (RMB) 212 2.18 247 2.89 343
P/B (x) 2.08 2.02 1.79 1.52 1.28

Source: Company data, BOCOM Int'l estimates
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Figure 1: Jiumaojiu: 2023 results preview

(RMB m) (% YoY)

Period ended 31 December 2021 2022 2023E 2022 2023E
Sales 4180 4006 5962 -4.2% 48.8%

TaiEr 3292 3108 4558 -5.6% 46.6%

Song Hot Pot 87 259 680 196.8% 162.2%

Jiumaojiu 760 606 660 -20.4% 9.0%

Others 40 32 64 -18.1% 97.0%
Gross profit 2642 2559 3756 -3.2% 46.8%
Operating expenses 1833 2042 2759 11.4% 35.1%
Operating profit 809 517 997 -36.2% 93.0%
Profit before tax 506 94 611 -81.4% 547.2%
Net profit for shareholders 340 49 423 -85.5% 758.6%
% margin —— ppt change—|
Gross margin 63.2% 63.9% 63.0% +0.7 -0.9
Opex-to-sales 43.9% 51.0% 46.3% +7.1 4.7
Operating margin 19.4% 12.9% 16.7% 6.5 +3.8)
Pretax margin 12.1% 24% 10.2% 9.7 +7.9
Net margin 8.1% 1.2% 7.1% 6.9 +5.9
Source: Company data, BOCOM Int’l estimates
Figure 2: Jiumaojiu: 2H23 results preview

(RMB m) (% YoY)
1H22 2H22 1H23  2H23E 1H22 2H22 1H23  2H23E

Sales 1899 2107 2879 3082 6.1%)  (2.4%) 51.6% 46.3%

TaiEr 1486 1623 2188 2369 (7.3%)  (4.0%) 47.3% 46.0%

Song Hot Pot 82 178 352 328 366.9% 1544%  331.2% 84.4%

Jiumaojiu 312 293 318 342 (182%) (22.6%) 1.8% 16.6%

Others 20 13 21 43 (0.2%)  (36.2%) 76%  235.3%
Gross profit 1235 1323 1837 1919 (2.7%)  (3.6%) 48.7% 45.0%
Operating expenses 948 1094 1239 1520 5.2% 17.4% 30.6% 39.0%
Operating profit 287 229 598 399  (221%)  (47.9%)  108.4% 73.8%
Profit before tax 96 -1 325 285 (65.5%) (100.5%)  240.7% n.m.
Net profit for shareholders 58 -8 222 201  (69.0%) (105.5%)  285.1% n.m.
% margin ———— ppt change
Gross margin 65.1% 62.8% 63.8% 62.3% +2.2 -0.8 -1.3 -0.6
Opex-to-sales 49.9% 51.9% 43.0% 49.3% +5.3 +8.8 6.9 -2.6
Operating margin 15.1% 10.9% 20.8% 12.9% -3.1 -9.5 +5.7 +2.0
Pretax margin 5.0% -0.1% 11.3% 9.3% 8.7 -10.7 +6.3 +9.3
Net margin 3.0% -0.4% 7.7% 6.5% 6.2 -15 +4.7 +6.9

Source: Company data, BOCOM Int’l estimates

Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com 2



19 February 2024
Jiumaojiu International (9922 HK)

Figure 3: Jiumaojiu International (9922 HK) TP & Rating

22 SR B B

BOCOM International

HKS Share Price ceceee TP A Buy Neutral Sell
1.
45.00 AOO 39.00
40.00 hooocccccss
35.00 :27.00 26.60
30.00 /2550 24.70 23.20
Looo 10 4.
25.00 - A Accoccc ‘;‘ k.........A 20.50
e . 7 (eecccccsccty
20.00 Aw Accccccccccns
£9.90
15.00 -~ .
10.00 - 14.30 4, cocccccccccccccccccccne
5.00 -
0.00 T T T — — T T T T T — T T T
o~ wn [0} — o~ [¥a} [} — o~ n o] — o~ n o] —
< < < - < <Q < iy Q < < - < < < iy
- - — — o~ N o~ ~N (a2} om [22] [ag} < < < <
o~ o o o~ o o o~ o o o o o~ o o~ o (o]
o o o o o (] o o (=] o o o o o o o
o~ o~ [} o~ o~ o~ o~ o~ o o~ o~ o~ o~ o~ o~ o~
Source: Factset, BOCOM Int'l estimates
Figure 4: BOCOM Int’l Consumer sector coverage
Last TP/rating
Stock code Company name Rating  CP (local ccy) TP (local ccy) Upside publication date Sub-sector
1876 HK Budweiser Brewing APAC Buy 13.08 15.20 16.2% 2 Feb 2024 Beer
291 HK China Resources Beer Buy 30.35 62.00 104.3% 21 Aug 2023 Beer
600597 CH Bright Dairy & Food Buy 9.13 12.30 34.7% 5 Sep 2023 Dairy
2319 HK China Mengniu Dairy Buy 18.44 34.70 88.2% 4 Sep 2023 Dairy
600887 CH Inner Mongolia Yili Buy 28.33 33.20 17.2% 30 Aug 2023 Dairy
6186 HK China Feihe Neutral 3.77 440 16.7% 30 Aug 2023 Dairy
600882 CH Milkground Food Tech Neutral 13.31 17.60 32.2% 30 Aug 2023 Dairy
1112 HK H&H Int! Neutral 10.76 10.40 -3.3% 24 Aug 2023 Dairy
9633 HK Nongfu Spring Buy 43.55 51.80 18.9% 30 Aug 2023 Food & Beverage
2313 HK Shenzhou International Buy 69.20 95.50 38.0% 31 Aug 2023 Garment OEM
6690 HK Haier Smart Home Buy 23.25 30.97 33.2% 11 Jan 2024 Home Appliance
000333 CH Midea Group Buy 60.60 85.50 41.1% 11 Jan 2024 Home Appliance
000651 CH Gree Electric Appliances Neutral 36.98 37.63 1.8% 11 Jan 2024 Home Appliance
1044 HK Hengan International Buy 24.75 37.60 51.9% 25 Aug 2023  Household & Personal Care
3331 HK Vinda Int' Neutral 23.25 19.20 -17.4% 21Jul 2023 Household & Personal Care
9922 HK Jiumaojiu International Buy 4.79 9.90 106.7% 19 Feb 2024 Restaurant
2020 HK Anta Sports Buy 75.80 129.00 70.2% 23 Aug 2023 Sportswear Brand
2331 HK LiNing Co Neutral 19.42 16.70 -14.0% 22 Jan 2024 Sportswear Brand
6110 HK Topsports International Buy 5.38 7.20 33.8% 24 Oct 2023 Sportswear Distributor
3813 HK Pou Sheng International Buy 0.58 1.46 151.7% 15 Aug 2023 Sportswear Distributor
Source: FactSet, BOCOM Int’l estimates, as of 19 Feb 2024
Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com 3
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Income statement (RMB m) Cash flow (RMB m)
Y/E 31 Dec 2021 2022 2023E 2024E 2025E Y/E 31 Dec 2021 2022 2023E  2024E  2025E
Revenue 4,180 4,006 5,962 7,959 9,742 Pre-tax profit 506 94 611 1,014 1,344
coGs (1537)  (1447) (2206) (2.929) (3,556) Depreciation & amortisation 502 593 735 880 1,009
Gross profit 2642 2559 3756 5030 6,186 Change in working capital (104) 9 372 (369) 366
SG&A (1,833)  (2,042) (2,759) (3,581) (4,314) Tax paid (133) (88) (140) (233) (309)
Operating profit 809 517 997 1,449 1,873 Other operating cashflow 86 75 33 33 33
Net finance expenses (75) (81) (101) (125) (144) Cash flow from operation 856 684 1,609 1,325 2,443
Income from JCEs and asso. 1 ©)) (3) (3) (3) Capex (343) (381) (500) (500) (500)
Other non-op. income, net (229) (338) (282)  (306) (382) Other investing cashflow (148)  (207) 0 0 0
Pre-tax profi 506 94 611 1014 1,344 Cash flow from investing (490) (588) (500) (500) (500)
Tax (134) (39) (140) (233) (309)
Non-controlling interests (32) ) 47 (78) (103) Net chg in interest-bearing debt (430) 411) (88) (480) (549)
Net profit 340 49 423 702 931 Net change in equity 0 0 0 0 0
Net profit for EPS calculation 340 49 423 702 931 Dividends paid (49) (™) (13) (85) (140)
Other financing cashflow (310) 2 0 0 0
Balance sheet (RMB m) Cash flow from financing (789) (481) (101) (565) (690)
As of 31 Dec 2021 2022 2023E  2024E  2025E Exchange gain/loss (79) 141 0 0 0
Cash & cash equiv 1342 1099 2107 2367 3620 Cash & cash equiv. at year start 1844 1342 1,009 2107 2367
Acc & bills receivable 409 505 465 8% 757 Cash & cash equiv. at year end 1342 1,009 2107 2367 3620
Inventories 71 118 131 200 202
Other current assets 738 863 863 863 863 Financial ratio
Total current assets 255 2585 3566 4265 5442 YJE 31 Dec 2021 2022 2023E  2024E 2025
PPE 572 737 949 1,086 1,173 Per share data (RNB)
Intangible assets 1,463 1,596 1,826 2,094 2,404 Core EPS 0.234 0.034 0.291 0.483 0.641
Other non-current assets 541 40 490 490 490 Fully-diluted EPS 0234 0034 0291 0483 0641
Total non-current assets 25716 2822 3265 3660 4,067 BVPS 2121 2184 2466 2891 3435
Total assets 5,135 5,407 6,831 7,934 9,508
Margin analysis (%)
Short-ferm loans 0 30 30 30 30 Gross margin 632 639 630 632 635
Trade and other payables 370 460 805 875 1,165 EBITDA margin 232 176 211 25 232
Other current liabilities 435 465 493 562 642 EBIT margin 19.4 12.9 16.7 18.2 19.2
Total current liabilities 805 955 1,328 1,467 1,837 Net margin 81 12 71 838 96
Other non-current liabilities 1,193 1,253 1,847 2,115 2,425
Total non-current liabilities 1193 1253 1,847 2115 2425 Profitability analysis (%)
Total liabilities 1998 2208 3175 3582 4,262 ROA 66 09 62 89 98
ROE 10.8 15 11.6 16.1 17.8
Share capital 0 0 0 0 0
Reserves & other capital items 3,083 3,174 3,585 4,202 4,993 Others
Shareholders' equity 3083 3174 3585 4202 4,993 Current ratio (x) 32 27 21 29 30
Non-controlling interests 55 25 72 150 253 Inventory tumover (days) 220 220 220 220 220
Total equity 3138 3,199 3,656 4,352 5,247 Acc receivable turnover (days) 17 18 18 18 18
Acc payable turnover (days) 41.0 41.0 41.0 41.0 41.0

Source: Company data, BOCOM Int’l estimates
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Rating System

Analyst Stock Rating:

Analyst Industry Views:

Buy: The stock’s total return is expected to exceed that of the
corresponding industry over the next 12 months.

Neutral: The stock's total return is expected to be in line with
that of the corresponding industry over the next 12 months.

Sell: The stock's total return is expected to be below that of the
corresponding industry over the next 12 months.

Not-Rated: The analyst does not have conviction regarding the
outlook of the stock's total return relative to that of the
corresponding industry over the next 12 months.

Outperform: The analyst expects the industry coverage universe
to be attractive relative to the relevant broad market
benchmark over the next 12 months.

Market perform: The analyst expects the industry coverage
universe to be in line with the relevant broad market
benchmark over the next 12 months.

Underperform: The analyst expects the industry coverage
universe to be unattractive relative to the relevant broad
market benchmark over the next 12 months.

Broad market benchmark for Hong Kong is the Hang Seng
Composite Index, for China A-shares is the MSCI China A Index,
for US-listed Chinese companies is S&P US Listed China 50
(USD) Index.
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