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g MmN ppl China New Births and Birth rate
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Birth rate is number of births / number of marriages.
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New birth breakdown (mn ppl)
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BHEISKIR: Euromonitor
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BUBILKERR k—EZF
kg IMF volume per baby IMF vol growth vs. 0-3 years old kids
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mmmm Retail value (RMB mn)  ==l=\/olume growth ASP growth
Volume yoy = ASP yoy
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China offline formula sales
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i Sales by channel
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REISKIE: Euromonitor. R4 IRBEHR Note: Our channel breakdown is estimated based on total China sales from

Euromonitor, and sales of modern trade and mom & baby stores sales are
provided by Nielsen.

BRIRR: E/RFk. Euromonitor, AFEIE. K. SRERREMAR

B3R 13: S ERFEHFIREES B&K 14: A2, 57T, KEEFFRNE T HiaHTiEEy «k
B AT IHME, 20185 vs. 201645 KTmZM (URRZNFRIERESIT)
China IMF retail sales market share breakdown .
Wyeth —+—BEINGMATE
Company Name 2016 2018 o~ DANONE —e—MEAD JOHNSON
——YILI CORP. —=BIOSTIME
Nestl@ 13.9 14.1 20.0% - ABBOTT MENGNIU (Incl. YASHILI)
Danone 8.1 95 —A2
Feihe 5.1 8.6 15.0% -
Abbott 6.3 6.8
Reckitt Benckiser 6.7 6.5 10.0% 1 : \ e
Royal FrieslandCampina 5.8 5.3 5.0 e N s ottt st
Mengniu 3.7 5.0
Yili 4.8 4.8 0.0% 1t —— —_—
Ausnutria Dairy 2.0 3.9 RIS R A SR SRR Wt
H&H 3.2 3.2
A2 Milk 1.1 2.7
Others 39.3 29.6
BHIKIR: Euromonitor BRRR: ERFR
Bk 15: 21X EREHTNEETRL Bk 16 IEE S IMmZnREERS
059, International online IMF value market share Domestic online IMF value market share
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Local IMF players

2018E sales

(RMB bn) 2018 YoY
Firmus 10.0 37%
Yili 7.5 17%
Ausnutria 54 36%
Biostime 4.4 19%
Junlebao 4.0 60%
Yashili 3.0 33%

Note: Ausnutria is Group sales based on Bloomberg estimates. Junlebao and
Firmus sales and y'ci}/ growth are based on company announcements in news
[¢}

reports Sohu.com, Nov 2018.

BRRR: ZE, 2N, 2RHE SREFRENR

Bk 18: TEZEMNELLER

Company A2M Bellamy’s MJN Danone Nestle Friso Biostime Yili Yashili  Ausnutria
Pricing (Rmb/can, 900ml)
A2 Bellamy’s _ Aptamil .. . .
Zhichu Organic Enfinitas Profutura llluma Paixing Jingpo Kabrita
Super- 428 400 464 365 399 378 368 369
premium
SMA Allnutria
338 448
S-26 . . Pro-kido Qinershu
Ultima Frisolac |Beitaxing Ruihu o
. 262 292 298 328 298
Premium Prokido
Zhenhu Qinershi
319 288
A2 Bellamy’s . Aptamil . . Super
Platinum || Organic Enfamil Pronutra Nan Alpaxing | Pro-kido Alpha
. 210 179 224 220 225 238 172 248
Mid-end B
Enfagrow | Nutrilon Gold
229 188 248

Note: SKUs with black borders are the top sellers of the brands.

BRROR: R, =R

EHHEHEGRER ., FRIFRAZ A TN F B R Ns
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fRF (600887.SS): FHA1452019-2020F FRRERFUNKIA T -1%ZE-2%, EEitA2019
FZRBIRSPHEEERNEM, Fik, FI1E1208 BRNEMN29.0t TiHZE28.3
7T, BRmEBEREFHRETRE. BINEENTRERANINTSR, BAQTRET RS
THME, mERNEHERREHI A TRERME,

42 (2319.HK): FHA1H2018-2020 F B R B AT AZE 7 +0.5%E-2%, FEItA
2019 2R B A HEERNTM, Hit, FI1E12DB B NEMN24.58 T T 1A
£242%x, BNMEBZREHRRETRE., BATANEFAL2019F B H—F T Khiafh
FHESFAER, BERERNEFNZROPEITIR, BASZRYFMGEE FR214E
2019 AER) 5H%/R[EL (97194%) MHEAEESEKF,
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H&HERRZERR (1112.HK): FEA152019-2020 FFREFFTNBE T-3%20%, TEItA
B BRAPHEEERNTE, Fit, &I 120 8 BirthiEM66.28 T T IEZE65.1787T,
BRmREFEHRETE. BIONESNZROZNTIR, BRAARANKAEFFERRR
RREER, BILEFFmENREMAME (TR14E52019FmAEE) REWL (19
&%) BEBE®RS| A,

B&R 19: BAOBIA T X TFEA. HIHMSAFHOTON, AT NZRJLET 7548 & TN E R A $20
UM vs. RN

Company ~ Rating Price

new old change 2018E 2019E 2020E
Yili Buy Rmb 23.5 283 29.0 -2% 0.0% -1.0% -1.9%
H&H Buy HK$ 450 65.1 66.2 -2% -03% -1.7% -2.5%
Mengniu Neutral HK$ 24.8 242 245 -1% 0.5% -1.5% -2.2%

BHRIKIR: Datastream. SERLHKREHE

B3k 20: M MGES A

Ticker Company Valuation Risks

600887 CH Yili Unchanged I_-Iigher gpending on A&P and_price rebates, weaker-than expected
23X 2019E PE liquid milk sales from competition, unfavorable M&A.

Unchanged Higher/lower than expected liquid milk sales, faster than expected
22X 2019E PE margin recovery, intense competition, IMF slowdown.

Unchanged  Weaker than expected Swisse/IMF sales/margins from competition,
22X 2019E PE visibility on Swisse China FCF contribution beyond 2020.

2319 HK  Mengniu

1112HK  H&H

BRRR: BRSRRARR

A2 Milk (A2M.AX/ATM.NZ): fmiEHL58E), BERINIFH

2019518144

A2M: T EUEKAERWS| D, HEFRANFHR
BAREEEREREREESTATEEL R, ERNNIVAMERENRIELED
AURFHHFGRKBFNE L, ENZLTFRMEBE, RPTHEY, MAIRT
BikBERTH. BT019FRE—NBRAZEF, AAETESETRS RS
BHEE, TEREFRTHOKETE, RIOTITREAMBLERISEY.

IEHEAN RIE A EBERIEFRHE S RA2MBLRIFRE, BE2018F12B8HHN="8
RN HER LLIEIEM UL BTN B HI51%/17%IRE E86%, tboh, HAEFRARIL KM
RAENRTE RIS ERRS), RPFREARRE,

BTHIEER, HATEA2M 2019-2021 W F N LB T +2%ZE+4%, #1248 Biriig
FiA4%Z13.008 T, ERENTFR, BITANZREERERSI . A2MBEFIRRMNXT KL
26. 9152019 FFHEA M AR (Z2019 FIME UARA2MEFRSM1.AX 17.8%F%) , &
22018-2021 W FH R BTN FIIE SEKE128%.

A2MIRB mIESEH, hizmEckE

KEFAEFIEE R, RIEHBAAMBHRE: 2018F 128 HA2ME RIEFEE £ Y B4k
HEEKT163.9%, 3MAF6NBRNBIES 517986%F41%. HEME, 2018F 124
%88 ) LB 75 R SRR R L IEIE N 74%, 3N B M6 B RNIGIED 51 H26%HM1%. FAll
E3, BEHAXRBAAE EAMELHIE R tBEFTNR (WEER21) » KIEFAEL
A2M7TEBAKR R E A HI3N BRI EM20185E7 B 19#96.1%F+ E20185F 12 B 19 #96.9%.
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FINEBRRERTER, A2MZ)LEHDB~RONME+0BE., RINEAELED,
A2HS R =B EEENAN ARM2207tE2307T, M20185FE6 A MR E N7t
ENMANESEART1707T,

BNEEFRWALRIENTHE, XEFHEHENA2B SR=ERIH RN Ei#38-40
BT, 2018FE6 A NEEN NEREIIHRT. YFEN KBS TEMNSER (W
Woolworths#1Chemist Warehouse) SE30E TR, RIEDEREN FEMMWA2H
DRI HI B R ARESD

LR HEKIBESEMNNEELT BN FIENES (8201857 AR AKAIKIE N
19%) M—3

B 21: BIEHRAAMT 70 FUFEHE K B 22: BOE A AME IR E IS B4R G K
REAE: BILESHH A0 3N AHERLIER(%)
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LeepppeeegeereeeRe CeEEEEEEE 2200 PR R RO R
Nutrilon Aptamil Mead Johnson hipp e==—=BAL =m=—A2M ——IMF Category =———A2M
BRRR: BRIE. XE. BEW BRRR: BHIE. XE, BEW
ER 23 IEEIA2MI A EE S B3k 24: FEEFRKE, A2MINHEER
AMZEITAEHE (B ARMERT) , 2015-2018%F AEA2B SMRES TIMEIIEN
¥700 270

::zz SR e

¥400 // 240 // \\\ //
— 2 \ /
/ 210 / \ /

¥200 / A
¥100 - 200 T T T T T T T T - - - -
- — O O R S R R N I CII
»

N
¥ —— - - - - - . ; . . , & & & @ K & & & & 5&' K &
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—2015 2016 ———2017 ——2018 ——A2M Taobao ASP
FRBRR: B, KE, BEMN FRRR: BEE. KE. BEN

miE B E LA i HFEK
EFRINNENSRTENE, BREXTIMEMLENH, RAMITAMERSEE +
RIRAEEN A ERET R HTFEE K. HREATARREENEANT:
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MEFERY: RERITER, BRERBEENAMERRE, ZEHERESK. &
ENUSHURKERNALE, RFOAE-ERMENEE AN -TXRRBEE.
EFNES: BREITRER, AMBILELHUREFRMMEMZ ZIERR, HERE
FaPURERa2ERNEREILES JmEmER.

=
m

WMASER, BEEA: BRNBEERENA2MBILESIHEELK. BREREUR

RENBREGT TR e BB RXTEILRNR TR,

a0
=

Bk 25 RINEAZEAME LB, ARERE. mEFEEURORREZE ILARMRIE
BN ZREATEZEMEM QT EE BT ESHE

Source Platform type
Tmall Sales
Tmall Sales
Tmall Sales
Tmall Sales
Tmall Sales
JD Sales
JD Sales
JD Sales
Little Red Book Review
Little Red Book Review
Little Red Book Review
Little Red Book Review
Little Red Book Review
Little Red Book Review
Little Red Book Review
ZhiHu Q&A
ZhiHu Q&A
ZhiHu Q&A

Huasheng News/SoHu  Review

Huasheng News/SoHu  Review

Category (keyword) Comment

“It is good for baby’s digestion”

“The taste is close to breastmilk”

Texture “Easy to mix, powder is fine and smooth”
Brand reputation “a trusted brand”
Brand reputation “recommended by friends”

“Baby really like the taste, would not drink other brands”

“immune system seems to have improved too”

“health is great”

“The chances of having an allergy when switching is relatively smaller”

“it is the most expensive baby formula in Australia — Australia is known to everyone as the most natural, non-polluted, known for
quality taste, high quality, safe and nutrition. We trust Australian food because Australian government specifically restrict the use of

Brand reputation antibiotics and hormones in the food of milk cows.”

Brand reputation “it uses the best cows”

“after using a2, compare to others, my baby’s health and digestive system appears to be better, we rarely go to the hospital”

Brand reputation “it is so hard to buy (must be good)”

“after using a2, all the health checks at the hospital has been really good.”

“my baby really likes it

“it has Omega3 which assist with the development of brain and eyes, this minimize the uses of supplements”
“it has more nutrients than others”

“my daughter uses a2, hasn't gotten sick or any digestive problems”

Brand reputation “even though the history is not as long as other, in the recent years, feedback and reviews has been really good”

Brand reputation “it is popular in Australia too”

BRRR: R, R, AT BN DO, ASRSRRERRICR

2019518144

B RFIN AL {E R

HETEHBBEMRERW, K115 2019M FEBITDATUN LB T 4%, UFERBRBEAE
ERIEH LIAUREBITDAREZRTMA/NME EE (FKA11H BIBRIZEBITDAREZE R
31.3%, MM2018M FEEBITDARIEZE730.7%) » FAVAELET2120/21 W EF0N, LiEE
EAAXNRD, 72.5%/2.0%, FERABANNFTRRFEMHIAIGRHOEEZBNRT.

RESREFTNG, HAE12DNE BFINE LB T 4%/2%Z13.00087T/13.705 78 =
Too BATEN12N A BN S NE T85%MWEAREME (MMM ERAGEFEV/EBITDAK
B EAE[18.2152019FE FHE EV/EBITDAR R E I EMN20%, HETF2020F 7]
EBITDA]) #M15%KHWEE (18.81ZHEV/EBITDA, ETF2021FFEEBITDA) »
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B3R 26: FAVEA2MAN2019-21 W F R R B FITUN L8 T 4%/3%/2%
BTN EEE

NPAT (NZ$ mn) EPS (NZ¢) DPS (NZ¢)
Old New % Chg Old New % Chg Old New
FY18A 195.7 195.7 0.0% 26.3 26.3 0.0% 0.0 0.0
FY19E 268.9 280.7 4.4% 36.1 37.6 4.4% 0.0 0.0
FY20E 340.4 349.0 2.5% 457 46.8 2.5% 18.3 18.7
FY21E 401.1 409.3 2.0% 53.8 54.9 2.0% 53.8 54.9
CAGR
(18-21) n/a 57% n/a 56% n/a n/a
Oold New % Chg
Target price (A$/share): 12.50 13.00 4.0%

FRRR: ATME. BRERBATR
EENK: PEBREEERS TN, RITXE, BREPELTRE, BEXK,

2019518144
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B 27: MBHFEME: A2M (BRIHAE=T)

Profit model (NZ$ mn) 6/18 6/19E 6/20E 6/21E Balance sheet (NZ$ mn) 6/18 6/19E 6/20E 6/21E

Total revenue 922.4 1,288.0 1,628.5 1,722.5 Cash & equivalents 340.5 440.0 689.0 829.7

Cost of goods sold (458.0) (616.7) (729.7) (822.4) Accounts receivable 65.5 91.5 108.5 120.6

SG&A (181.6) (268.5) 733.3 826.5 Inventory 64.1 103.0 152.9 172.2

R&D 0.0 0.0 0.0 0.0 Other current assets 36.0 36.0 36.0 36.0

Other operating profit/(expense) 0.3 0.3 0.3 0.3 Total current assets 506.1 670.5 986.4 1,158.5

EBITDA 283.0 403.2 501.3 580.9 Net PP&E 9.7 172.0 172.6 173.2

Depreciation & amortization (2.2) (3.0) (3.6) (4.1) Net intangibles 15.1 15.1 15.1 15.1

EBIT 280.9 400.1 497.7 576.8 Total investments 0.0 0.0 0.0 0.0

Interest income 24 6.1 8.0 7.9 Other long-term assets 191.7 191.7 191.7 191.7

Interest expense 0.0 0.0 0.0 0.0 Total assets 722.6 1,049.3 1,365.8 1,538.6

Income/(loss) from uncons. subs. - - -- -

Others 0.0 0.0 0.0 0.0 Accounts payable 116.2 162.3 192.6 217.0

Pretax profits 283.2 406.3 505.7 584.7 Short-term debt - - - -

Income tax (87.5) (125.6) (156.7) (175.4) Other current liabilities 50.6 50.6 127.3 275.7

Minorities - - - - Total current liabilities 166.7 212.8 319.9 492.7
Long-term debt - - - -

Net income pre-preferred dividends 195.7 280.7 349.0 409.3 Other long-term liabilities 0.1 0.1 0.1 0.1

Preferred dividends - - - - Total long-term liabilities 0.1 0.1 0.1 0.1

Net income (pre-exceptionals) 195.7 280.7 349.0 409.3 Total liabilities 166.9 2129 320.0 492.8

Post-tax exceptionals - - - -

Net income 195.7 280.7 349.0 409.3 Preferred shares - - - -
Total common equity 555.7 836.4 1,045.8 1,045.8

EPS (basic, pre-except) (NZ$) 0.26 0.38 0.47 0.55 Minority interest - - - -

EPS (basic, post-except) (NZ$) 0.26 0.38 0.47 0.55

EPS (diluted, post-except) (NZ$) 0.26 0.38 0.47 0.55 Total liabilities & equity 722.6 1,049.3 1,365.8 1,5638.6

DPS (NZ$) 0.00 0.00 0.19 0.55

Dividend payout ratio (%) 0.0 0.0 40.0 100.0 BVPS (NZ$) 0.76 1.14 1.43 1.43

Free cash flow yield (%) 34 3.1 3.7 4.8

Growth & margins (%) 6/18 6/19E 6/20E 6/21E

Sales growth 67.9 39.6 18.7 12.7

EBITDA growth 100.5 42.4 243 15.9

EBIT growth 102.8 425 244 15.9

Net income growth 115.9 43.4 24.3 17.3

EPS growth 114.0 43.1 243 17.3

Gross margin 50.3 521 52.3 52.3

EBITDA margin 30.7 31.3 32.8 33.7

EBIT margin 30.5 311 32.6 335

Cash flow statement (NZ$ mn) 6/18 6/19E 6/20E 6/21E

Net income pre-preferred dividends 195.7 280.7 349.0 409.3

D&A add-back 22 3.0 3.6 4.1

Minorities interests add-back - - - -

Net (inc)/dec working capital 15.0 (18.8) (36.6) (7.0)

Other operating cash flow 18.2 - - -

Cash flow from operations 2311 264.9 316.0 406.4

Capital expenditures (4.8) (3.5) (4.2) 4.7)

Acquisitions (16.1) - - -

Divestitures - - - -

Others - (161.8) - --

Cash flow from investments (20.9) (165.3) (4.2) 4.7)

Dividends paid (common & pref) 0.0 0.0 (62.8) (261.0)

Inc/(dec) in debt - - - -

Common stock issuance (repurchase) 7.3 - - -

Other financing cash flows 0.0 - - -

Cash flow from financing 7.3 0.0 (62.8) (261.0)

Total cash flow 219.4 99.6 249.0 140.7 Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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AREmZE: Anhui Gujing Distillery Co.. Jiangsu King’ s Luck Brewery. Jiangsu Yanghe. Kweichow Moutai. Luzhou Laojiao. Qinghai Huzhu
Barley Wine Co.. Shanxi Xinghuacun Fen Wine. Sichuan Swellfun Co.. Tsingtao Brewery (A). Wuliangye Yibino

ARR{&IE: Alpha Group. Beijing Enlight Media Co.. Beijing Gehua CATV. Beijing Hualubaina Film & TV Co.. BlueFocus Communication. China
South Publishing & Media. Focus Media Information Tech. Guangdong Advertising. Huayi Brothers Media. IMAX China Holding. Jiangsu
Phoenix. Oriental Pearl. Ourpalm Co.. Wanda Film. Zhejiang Huace Film & TV,
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BEXNTRATHEMEERHTE: A2 Mik Co. (A$11.21). Health & Happiness Intl Holdings (HK$43.00). Mengniu Dairy (HK$24.75). Yili Industrial
(Rmb23.19)
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