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Yili Industrial: Summary financials

RFIBLH (600887.SS)

Profit model (Rmb mn) 12/15 12/16E 12/17E 12/18E Balance sheet (Rmb mn) 12/15 12/16E 12/17E 12/18E

Total revenue 60,359.9 60,791.5 64,737.1 69,481.7 Cash & equivalents 13,083.7 8,596.7 10,002.1 12,601.7

Cost of goods sold (38,626.6) (37,237.8) (39,610.1) (42,158.7) Accounts receivable 841.3 1,013.9 1,257.1 1,349.2

SG&A (16,714.5) (18,256.5) (18,967.8) (20,025.9) Inventory 4,663.1 3,985.4 4,130.7 4,396.5

R&D 0.0 0.0 0.0 0.0 Other current assets 1,198.9 1,198.9 1,198.9 1,198.9

Other operating profit/(expense) (13.6) (40.0) (15.0) (15.0) Total current assets 19,787.1 14,794.9 16,588.8 19,546.3

EBITDA 6,786.0 7.149.9 8,170.1 9,442.2 Net PP&E 15,340.6 15,952.3 16,605.3 17,426.4

Depreciation & amortization (1,780.8) (1,892.7) (2,026.0) (2,160.1) Net intangibles 967.1 974.2 991.5 1,011.0

EBIT 5,005.1 5,257.2 6,144.2 7,282.1 Total investments 1,107.3 1,477.0 1,737.0 2,022.3

Interest income 32.0 65.4 43.0 50.0 Other long-term assets 2,428.9 3,276.3 3,913.8 3,950.6

Interest expense (329.1) (80.9) (27.0) (27.0) Total assets 39,631.0 36,474.7 39,836.5 43,956.6

Income/(loss) from uncons. subs. 5.8 7.2 7.2 7.2

Others 809.8 1,171.7 1,032.0 1,007.3 Accounts payable 9,852.7 9,498.4 9,886.5 10,522.6

Pretax profits 5,523.5 6,420.6 7.199.4 8,319.7 Short-term debt 6,190.0 690.0 690.0 690.0

Income tax (869.1) (994.1) (1,078.8) (1,246.9) Other current liabilities 2,159.3 2,577.0 3,019.0 3,577.4

Minorities (22.6) (26.4) (29.8) (34.4) Total current liabilities 18,202.0 12,765.4 13,595.5 14,790.0
Long-term debt 0.3 0.3 0.3 0.3

Net income pre-preferred dividends 4,631.8 5,400.2 6,090.8 7,038.4 Other long-term liabilities 1,282.7 1,282.7 1,282.7 1,282.7

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 1,283.0 1,283.0 1,283.0 1,283.0

Net income (pre-exceptionals) 4,631.8 5,400.2 6,090.8 7.038.4 Total liabilities 19,485.1 14,048.5 14,878.6 16,073.0

Post-tax exceptionals 1245 (59.5) 0.0 0.0

Net income 4,756.3 5,340.7 6,090.8 7,038.4 Preferred shares 0.0 0.0 0.0 0.0
Total common equity 19,984.4 22,237.7 24,739.7 27,630.9

EPS (basic, pre-except) (Rmb) 0.76 0.89 1.00 1.16 Minority interest 161.5 188.5 218.2 252.6

EPS (basic, post-except) (Rmb) 0.78 0.88 1.00 1.16

EPS (diluted, post-except) (Rmb) 0.78 0.88 1.00 1.16 Total liabilities & equity 39,631.0 36,474.7 39,836.5 43,956.6

DPS (Rmb) 0.45 0.52 0.59 0.68

Dividend payout ratio (%) 57.4 58.9 58.9 58.9 BVPS (Rmb) 3.30 3.67 4.08 4.56

Free cash flow yield (%) 5.9 3.7 4.3 5.8

Growth & margins (%) 12/15 12/16E 12/17E 12/18E Ratios 12/15 12/16E 12/17E 12/18E

Sales growth 10.9 0.7 6.5 7.3 CROCI (%) 26.2 26.9 27.0 27.9

EBITDA growth 14.7 5.4 14.3 15.6 ROE (%) 24.6 25.3 25.9 26.9

EBIT growth 12.8 5.0 16.9 18.5 ROA (%) 12.0 14.0 16.0 16.8

Net income growth 10.2 12.3 14.0 15.6 ROACE (%) 36.9 39.2 40.5 44.6

EPS growth 11.4 12.3 14.0 15.6 Inventory days 45.7 42.4 37.4 36.9

Gross margin 36.0 38.7 38.8 39.3 Receivables days 4.9 5.6 6.4 6.8

EBITDA margin 11.2 11.8 12.6 13.6 Payable days 86.3 94.8 89.3 88.3

EBIT margin 8.3 8.6 9.5 10.5 Net debt/equity (%) (34.2) (35.3) (37.3) (42.7)
Interest cover - EBIT (X) 16.8 339.6 NM NM

Cash flow (Rmb mn) 12/15 12/16E 12/17E 12/18E Valu. 12/15 12/16E 12/17E 12/18E

Net income pre-preferred dividends 4,631.8 5,400.2 6,090.8 7,038.4

D&A add-back 1,780.8 1,892.7 2,026.0 2,160.1 P/E (analyst) (X) 21.0 20.8 18.3 15.8

Minorities interests add-back 22.6 26.4 29.8 34.4 P/B (X) 5.0 5.0 4.5 4.0

Net (inc)/dec working capital 2,621.5 150.9 (0.5) 278.2 EV/EBITDA (X) 13.7 14.5 12.5 10.5

Other operating cash flow 479.8 (7.2) (7.2) (7.2) EV/GCI (X) 3.6 3.6 3.3 2.9

Cash flow from operations 9,536.5 7,463.0 8,138.9 9,503.9 Dividend yield (%) 2.7 2.8 3.2 3.7

Capital expenditures (3,652.1) (3,367.3) (3,333.9) (3,037.4)

Acquisitions 0.0 0.0 0.0 0.0

Divestitures 26.4 0.0 0.0 0.0

Others 138.8 (362.5) (252.8) (278.1)

Cash flow from investments (3,486.9) (3,729.8) (3,586.7) (3,315.5)

Dividends paid (common & pref) (2,659.0) (2,729.2) (3,146.8) (3,588.8)

Inc/(dec) in debt (2,585.7) (5,500.0) 0.0 0.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows (1,034.4) 0.0 0.0 0.0

Cash flow from financing (6,279.0) (8,229.2) (3,146.8) (3,588.8)

Total cash flow (243.9) (4,487.0) 1,405.4 2,599.6

Note: Last actual year may include reported and estimated data.

Idi

Source: Company data,

Sachs

Prices are based on the market close of February 27 2017, unless stated otherwise.
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35 ¢ WACC 7%
X CROCI/WACC (X) 3.8x

30 Ny Sector Val-ratio 90%
s m  Eright Valuation premium/discount 10%
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14012 7T.

JRE: 2013-2015 AFIMREE ) 50%-60% (rAaERIREL N 0.40-0.45T) . F&AIFH, £
FARFEFERFNGENURUIENIREBRSEE, BRNFITRRILERSEERA 59%, BEHIRK
B%4%5 0.52-0.80 JT..

MER: FRANBAIL—BEREE, B 2012 FURBEIHLY 3012, MEEHNEREREF
£ 24 {2 E 95 L TRk T . FAVAAXREARRAERITEAEEMNTEERE. RNHUTABR
B 2019 5, RFAKBEBNESRIFRIFEL 4012-60127T.

E% 18: TAFIHE 2020 FREFIFHFMENRIFILBL E& 19: RNFTFERTUELTREHTREIHHBERT

170 T SascIia @ AN E BRI SR
B E LT &BHIRE FIMEEMNERMERT Y
mmm Yili Net Cash (RMB bn) Net Gearing Ratio (RHS) Operating Cash Flow Capex
Net Cash RMB bn i RMB mn
20.0 20% 12,000
- 10% ]
15.0 . 10,000
- 0% 8,000 -
100 +— -10% 6,000 - 11,514
-20% a000 | %8 e gizge %504 9905
5.0 4 - -30% 2,000 -
0.4 02 L _40% - : : : ‘ ‘ .
(0.0) | .50% (2,000) - (3,652) (3,367) (3,334) (8,087) (3,168) (3,221)
(5.0) -60% (4,000) 4
K (6,000) -

2015 2016E 2017E 2018E 2019E 2020E

BT : LA BBEEHRETT
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RAHNEESR: #0. HEERE, BREE

EIRIREMR

BREEMFFN=ZAEBMZ: (1) EEHTNEEELMEREMIER; (2) TFEBERNITIE
SHETHSREVFLARNMME; (3) FLBIMBRE—DHE.

1. WA RNBRFIEE/PEES R

o 2016 10H, FHEHRFBIEQHAIT5.87 LM (AERAR 10%) EEART 90127t
M AR EFLA AR P EEK(1432.HK) E LD 37%MBRH, WIEMIER 2.25 B/, i*
15217 2016 £ 10 B 24 B4 =8 Yili (Buy): Announces a non-public offering (9.7% of
shares outstanding), 37% stake acquisition of China Shengmu, and employee incentive
plan.

o HBRAITRWIMES RHARTTHK, HER: 1) BHMSRENEIT, 2) §HLEZ, 3)iL4S
Hitt. ABFITHELIET 2017 FEPTERL.

o MIBBAXMME, FAEEERZHREMIFRE L HBEEMEIEEL), NigthE 2.25 B/
BR. IRIBAE, FHAESESBIEEN 73%898%, RAZTHETESEERR (HFR
27%) BREASSEEIMYIE. XERERFATEFARMMER M ART 46 2-91 127,
BURT S22 Fr M B AR5 -

o NZREERMENRE, ZWAHXIZHSFNESHBERITIASEIE 30%H8 (B 2016
&F, FHHANEA 22%, ZEWHEH 8%) , BRAEEAASHERIFEE T —MEK
R,

o RERNMIMNZXZEBTRATIFL, BRMNHFTTHERIN, HPREER/FFBIMERL
B 2018 LB (AARMITRZHE 2017 FTHETR) , HFHIRETHTL. X—
DIETHRMNFEF (EN) #2018 FRFIFUNMZETIHN T EH (REBH) #2018 £
BFITN. FMNBTNAEEFHRTNZEESE R

PR T RIS R
BIVERR B AN RN AT REREAN A H:

1) FRYXREENDHE: £TESKILEIRTIHBIEN S0%HHE, HINRRTHEMLERF
REIEASNFA, BFEFIGMEZHNABIREIHHHE—LT KHEMLE.

o B|2018 F, FHFIFTES EMNSHMME (ZHEEAINT) , FHETHFSE
ARM 601z, #HEFRFMABRE-BEHRIHET . RIMIAAX—HERKBREA
&1, FER 2013-15 FEHHIRBPBRAFFEIEK, FHEEEELHN 130%.

o IS, ETHSRMMER, BIMRZMET~RENFAZGH—$ E1T.

2) FIRSENENZE: ETEHALEEKUATEZEEEFRRN, RNBREFNNENNRIEE
T ANMREEZT UM~ Bk, RNBREFERFFESLLFREN~E, 2 FFHEEERE
79 6%-20%

o X—IEBEEAIRSHIRYIE ) 65 - 87 A, METHRAMWIAFERATILHL
(1117.HK) 2016 £ 90 AMiH =&

Bz, BEBXNZHAEAKY, FRIEBIE 2018 FFAFIRMDHEETIFEK 11%-14%, BELF
HERBENE. A 10%HFRELIT, MREMWEKSUTR, NHFEF 2018 EFHATREFIH
BEHMECEIRERIEA-2%E+14% (BEF 25) . ko, MREESAFESHES (MIEMER
F) , WEHASF, RIVAREXNEAR.
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E% 20: FFRNAERBOETTHR. ..

Deal information
Purchase amount (HK$ mn) 5,270.0
Purchase price (HK$/share) 2.25

Number of Shares purchased (mn) 2,342.2
Stake after purchase 37.0%
Implied P/E (2016E) 13.8X
Implied P/B (2016E) 1.9X

B 21: . ARLAUN—INEAEESHSHRERNTE
2016 F & yim AR E

Other
domestic
12%
Imported
e M iu Milk
20% engniu
Deluxe
32%

FRFIR: L ATHAE BELIRRETT

BRIFN: L\ E M

E® 22: FFIHEEBRRNER (2016 5F 9 A)

Yili Holding Structure g, ...

Insurance,
5.0%

Other
Executives,
4.1%

Pan Gang
(CEO), 3.9%

Public
Investors,
78.2%

% 23: RFELERNEN

Yili Holding Structure Sunshine
Insurance,

Consortium of 4.6%
SOEs, 8.8% |n Other
Executives,
3.7%
Pan Gang
(CEO), 3.5%

Public
Investors,
71.3%

EIRIREMR

BT : BELIEET T, #1E
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E% 24: ERAIRAETILEE 2013 FLRIREH T CEEK

EHSm RS 18R

Branded milk sales (Rmb mn)  =@=yoy growth

1,200 -

1,000

800 -

600 -

400 -

198

200 1 405

- 200%
177% 1,059

- 180%
- 160%
- 140%
- 120%
- 100%
- 80%
- 60%
- 40%
- 20%

0%

1H13 2H13

T
1H14

T T T
2H14 1H15 2H15 1H16

E%* 25: FRA¥ZHETEHREOMENECRSHEE
BRI FF 2018 FHHISIREFIEE/PEER N

2018E EPS Yili 2018E sales growth

Accretion/(Dilution)  11.4% 12.0% 12.6% 13.5%

37% 2% 1% 3% 8%
=
£
g
g 50% 0% 3% 5% 10%
(7]
s
2
s 60% 2% 4% 7% 1%
(7]
>
73% 4% 6% 9% 14%

Note: This is for illustrative purposes only and a range of outcomes exist
outside what we present

BRFIE: LA

EIRIREMR

2. U5 X b

BT : EBLIRRET T

gk 254, IABSTRITHARENERK, HIBESIL 50%. BARKE/LINFERX—EE
BEER, BEATUAEIT R IADER 0 MOE TR R R F R R R o
REMWMILL, FAVAAITIHRHNEE]R 201415 FBEROBREIR, BAERMERERIEFTEMFE. X
E250500, RBFHIREAFERBIEERRARN LF.

AR BB RE—DHE
k2 Fh, ENAHRER, THES

HERA R RS TIRTH ELBIR = E M

BRI R FEREMNE. XLERAERFH—

1"
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A SERR AT RIS T HORE X 1B

BNBBFF RN TR B Z2BEEEREOMILH RITIIE KON, BARE, HEEFRM
AREUSEMEFAHERRE, MERME RTINS EFE R AFE W FEHE,

1.

3.

FE= WMP g 2R EANEIKERDNEER; RONODAER, FRFERNF WMP itz
EFERSSHEX M. RITAAREET - FHETZHSRESBA, RLEEIGEMMN
BE LRk R REH RS S REN, WMENFIER .

ERBAMBAEEERE 2z —, FFRORNTRASTEELRESEE OKRMNFERESEX.
BNODITERFEFEL DS H OKRMAZE = REENFEESERN; RIPARRKLEX
—IERRME. REBRDKAXAHEESER, BEAFMZONENEZNERTIZREA
hEIHZENEERM. HRAEYR, HHEBRIGHEHE A AWK 2 EEEE.

EARKHMMRRE IR —, BRRNEEIMIEEN A RTIZNEOCB2EERR. #
FRMEREIMNEEE BT P EBRENAREERZ —. BIVEREIEEPEZF/
R E O TREREAERNARE >R (AERETHEES) WA GBRNTEREAMN
To

E% 26: FARNSPHNEEXNER)D, BREEIENEE B 27: . MEFSTHNOEXMES
RS T REFIER

WMP 5h F R F AR i = 2T

WMP A R4 B AN R

Index Jan ——WMP Price Yili stock price Rmb/sh Index Jan ——WMP Price Mengniu stock price HK$/sh
2012 =100 2012 =100
155.0 | [ 2290 155.0 2290
135.0 [ 200 135.0 \ [ 200
115.0 - r18.0 115.0 - - 18.0
95.0 - - 16.0 95.0 FAS
75.0 - W P - 14.0 75.0 - \ I,J | 140
) N\ NS

55.0 - - 120 55.0 - A - 12.0
35.0 - 100 35.0 - - 10.0
16.0 +— — L 80 15.0 ———————————————————— 8.0

N o™ (32 (32 o™ < < < < [Xe) wn wn w0 © o o o ~ N 32 o™ 32 32 < < < < wn wn wn w0 © © © © ~

> 4 > 9 > 4 >0 > 8 >0 > o > o > o 5 80 >0 2 4 > 5 > a > 5 > 4L > > b

o {0 © 3 (=} {0 © 3 [=} (0] © 3 o (o] © 3 o (0] (=} [} © 3 o {0 © 3 [=} {0 © 3 o (0] © 3 o (0]

Z L3 2L s3I 2ZEs3IzZL s Iz L Z L35I 2ZLs3I2ZL3s3IzZL s Iz L

AHFIE: Datastream, Zi1% ZHFIE: Datastream, 2%

EIRIREMR

12

| ety



20174 2H 28 H

fRFIAZH (600887.SS)

E* 28: {EARBEBEFEBRREY, FRBRMNRASADSENE, OKELRMED TIDAHSRETR~RIENHEX

FRNRNEAMEZEH

I 2008-09: Melamine

Mengniu, Yili both hit
| but recovered quickly
I in 2009

2004-07: Expansion

Yili: Chairman Pan stepped in and
gradually built each region's network- flat
distribution and high control on retail end
(ZhiWang plan in 2006)

2010-13: Demand for quality
Premium milk stands out as consumers

demand safety and quality
Yili: outperform on sales/margin due to
strong premium products, higher brand

2014-15: Divergent consumer,
Slower growth

Yili: cater well to the changing
consumers demand; invest in the
brand

|
I
I
|
|
|
I I
I I investment
I |
) I ! -
Izrgé%x 0100 as of April I | —ili CSI1300 2015: A Share plummets ‘
| I Yili,
| | 16X
1800 - | |
| |
1600 - | I 2012-2013:
| 1 Introduced
1400 - premium products
1 1 Satine/Changging
| |
1200 -
| I
|  [zeae i e o o
1000 - 1 2008-2009: Raised Consumers 1 Y
I ASP given higher | demand higher 1 \ \ 2014: Introduced
800 - " raw milk cost I safety/quality I star UHT yoghurt
| | 1 | 201: Raised product, Ambrosial
600 | | 2004 Mr. Pan I mid 2008: | | ASP during
elected Yili Melamine inflation
Chairman/CEO 1 incident 1 !
400 - I
200 - 1 \r//\d/ 1 1 Csl 300,
— | | | 3X
0 : . — : — : : : —1 : : :
2004 2005 2006 2007 | 2008 2009 | 2010 2011 2012 2013 | 2014 2015 2016
I 1 I
I | |
|
12.0% - : : 1
| | OPM I 8.6%
8.0% 1 60% I 1 1" =
1 |
4.0% - 1 |
9 4.9%
4'4‘0\-—,\.! /:-\/"_./ !
0.0% T T T A — T T T — T T !
1 | |
-4.0%
-8.0%
-==Yili OPM Mengniu OPM
-12.0% -
2004 2005 2006 2007 2008 2009 2010 20M 2012 2013 2014 2015 2016E
Rmb mn 60,791
60,000 mYili ' Mengniu Sales
53,398
50,000
40,000 -
30,000
20,000
8,735
10,000 { 7214 I
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

FHFIR: L ATHAE Datastream, SEBELIKIEEHI

EIRIREMR
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B %

E%R 29: HAIF 2017-19 FFEFINIFIDRBRIGK
WEHE (ARMEAT

Divisional P/L FY13 FY14 FY15 FY16E FY17E FY18E FY19E FY20E
Revenues (external only)

Liquid milk (inc. Yogurt) 37,116 42,406 47,151 49,081 52,872 57,224 61,414 65,863
Frozen dairy 4,243 4,284 4,098 4,098 4,180 4,263 4,349 4,479
Milk powder and products 5,512 6,013 6,447 5,461 5,659 5,956 6,246 6,528
Mixed feed 583 783 1,058 688 653 621 590 560
Others 325 950 1,605 1,464 1,372 1,417 1,555 1,686

47,779 54,436 60,360 60,791 64,737 69,482 74,154 79,117

Gross Profit

Liquid milk 9,684 13,071 16,069 18,227 19,944 22,097 24,408 26,783
Forzen dairy 1,391 1,501 1,489 1,693 1,769 1,762 1,797 1,851
Milk powder and products 2,414 2,743 3,609 3,111 3,055 3,096 3,184 3,262
Mixed feed 66 122 212 138 124 112 106 101
Others 141 599 606 680 549 594 691 779

13,696 18,036 21,984 23,849 25,442 27,661 30,186 32,777

YoY Growth (%) FY13 FY14 FY15 FY16E FY17E FY18E FY19E FY20E
Revenues (external only)
Liquid milk 15% 14% 11% 4% 8% 8% 7% 7%
Frozen dairy -1% 1% -4% 0% 2% 2% 2% 3%
Milk powder and products 23% 9% 7% -15% 4% 5% 5% 5%
Mixed feed -15% 34% 35% -35% -5% -5% -5% -5%
Others 28% 192% 69% -9% -6% 3% 10% 8%
14% 14% 1% 0.7% 6.5% 7.3% 6.7% 6.7%
Margins FY13 FY14 FY15 FY16E FY17E FY18E FY19E FY20E
Gross Profit
Liquid milk 26.1% 30.8% 34.1% 37.1% 37.7% 38.6% 39.7% 40.7%
Forzen dairy 32.8% 35.0% 36.3% 41.3% 42.3% 41.3% 41.3% 41.3%
Milk powder and products 43.8% 45.6% 56.0% 57.0% 54.0% 52.0% 51.0% 50.0%
Mixed feed 11.3% 15.6% 20.1% 20.1% 19.1% 18.1% 18.1% 18.1%
Others 43.4% 63.0% 37.7% 46.5% 40.0% 41.9% 44.4% 46.2%

28.7% 33.1% 36.4% 39.2% 39.3% 39.8% 40.7% 41.4%

Consolidated P/L (Rmb mn) FY13 FY14 FY15 FY16E FY17E FY18E FY19E FY20E
Revenue 47,779 54,436 60,360 60,791 64,737 69,482 74,154 79,117
COGS -34,317 -36,585 -38,627 -37,238 -39,610 -42,159 -44,328 -46,725
GP 13,462 17,851 21,733 23,554 25,127 27,323 29,826 32,392
SG&A (excl. other reviexp) (10,938) (13,238) (16,714) (18,256) (18,968) (20,026) (21,397) (22,778)
Selling Exp. (8,546) (10,075) (13,258) (14,380) (14,905) (15,804) (16,965) (18,208)
Admin Exp. (2,392) (3,163) (3,456) (3,876)  (4,063)  (4,222) (4,431)  (4,570)
OoP 2,524 4,613 5,019 5,297 6,159 7,297 8,429 9,614
Other income/expenses (30) (176) (14) (40) (15) (15) (15) (15)
EBIT (reported) 2,495 4,437 5,005 5,257 6,144 7,282 8,414 9,599
D&A (1,143)  (1,479) (1,781) (1,893) (2,026) (2,160) (2,299)  (2,434)
EBITDA 3,637 5,916 6,786 7,150 8,170 9,442 10,713 12,033
Net Finance Exp. 33 -1565 -297 -15 16 23 36 50
Other Non-Op Income 533 504 816 1179 1039 1014 1052 1093
Profit Before Tax 3,060 4,786 5,524 6,421 7,199 8,320 9,503 10,742
Tax 141 -619 -869 -994 -1079 -1247 -1424 -1610
Minority Interest -14 -22 -23 -26 -30 -34 -39 -44
NPAT Attributable to S/holders 3,187 4,144 4,632 5,400 6,091 7,038 8,039 9,087
One-off's after tax -552 171 125 -60 - - - -
Recurring NPAT 2,635 4,315 4,756 5,341 6,091 7,038 8,039 9,087
WA Shares - Basic 3,642 6,129 6,065 6,065 6,065 6,065 6,065 6,065
WA Shares - Diluted 3,642 6,129 6,065 6,065 6,065 6,065 6,065 6,065
EPS - Basic (Rmb/Sh) 0.88 0.68 0.76 0.88 1.00 1.16 1.33 1.50
EPS - Diluted (Rmb/Sh) 0.88 0.68 0.76 0.88 1.00 1.16 1.33 1.50
Growth
Sales 14% 14% 1% 0.7% 6.5% 7.3% 6.7% 6.7%
GP 10% 33% 22% 8% 7% 9% 9% 9%
SG&A 3% 21% 26% 9% 4% 6% 7% 6%
Operating profit (GP less SG&A) 53% 83% 9% 6% 16% 18% 16% 14%
EBIT 52% 78% 13% 5% 17% 19% 16% 14%
Reported NPAT 86% 30% 12% 17% 13% 16% 14% 13%
Recurring NPAT 54% 64% 10% 12% 14% 16% 14% 13%
Margins
GP margin 28.2% 32.8% 36.0% 38.7% 38.8% 39.3% 40.2% 40.9%
Operating profit (GP less SG&A) 5.3% 8.5% 8.3% 8.7% 9.5% 10.5% 11.4% 12.2%
EBIT margin 5.2% 8.2% 8.3% 8.6% 9.5% 10.5% 11.3% 12.1%
Recurring NPAT margin 5.5% 7.9% 7.9% 8.8% 9.4% 10.1% 10.8% 11.5%

BT : LA BBEEHRETT
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E& 30: H&IMEHE 2016 FRIFFHART 79 Zu5HE

BRI~ R

Balance sheet 20 2013 2014 2015 2016E 2017E 2018E
Cash and equivalents 1,686 11,073 14,273 13,084 8,597 10,002 12,602

Net receivables 561 646 788 841 1,014 1,257 1,349

Inventory/stocks 2,995 3,683 5,008 4,663 3,985 4,131 4,397

Other current assets 966 1,065 932 1,199 1,199 1,199 1,199

Current assets 6,207 16,467 21,001 19,787 14,795 16,589 19,546

Gross PP&E/Fixed assets 14,463 16,717 19,819 22,265 24,606 27,100 29,879

Less accumulated depreciation (4,012) (4,794) (5,719) (6,900) (8,630) (10,470)  (12,428)
Less fixed asset impairment (33) (27) (21) (24) (24) (24) (24)
Net PP&E/Fixed assets 10,419 11,897 14,080 15,341 15,952 16,605 17,426

Gross intangibles 931 1,045 1,083 1,134 1,169 1,214 1,263

Accumulated amortization (100) (122) (142) (167) (194) (223) (252)
Net intantigibles 832 923 941 967 974 992 1,011

Total investments 585 906 848 1,107 1,477 1,737 2,022

Other long-term assets 1,773 2,683 2,625 2,429 3,276 3,914 3,951

Total assets 19,815 32,877 39,494 39,631 36,475 39,836 43,957

Accounts payable 6,287 8,008 8,412 9,853 9,498 9,886 10,523

Short-term debt and current portion of long-term debt 2,578 4,086 8,072 6,190 690 690 690

Other current liabilities 2,614 3,423 2,273 2,159 2,577 3,019 3,577

Current liabilities 11,478 15,517 18,757 18,202 12,765 13,596 14,790

Long-term debt 5 0 704 0 0 0 0

Other long-term liabilities/creditors 808 1,047 1,212 1,283 1,283 1,283 1,283

Total long-term liabilities 813 1,048 1,916 1,283 1,283 1,283 1,283

Total liabilities 12,290 16,565 20,673 19,485 14,048 14,879 16,073

Preferred shares - - - - - - -

Common stock (includes par value, capital surplus, and treasury) 1,599 2,043 3,064 6,065 6,065 6,065 6,065

Treasury stock - - - - - - -

Retained earnings 3,892 6,556 9,066 11,246 13,499 16,001 18,893

Other common equity 1,844 7,526 6,504 2,674 2,674 2,674 2,674

Total common equity 7,335 16,125 18,634 19,984 22,238 24,740 27,631

Minority interest (balance sheet) 190 188 188 162 188 218 253

Total shareholders funds/equity 7,525 16,313 18,822 20,146 22,426 24,958 27,884

Total liabilities and equity 19,815 32,877 39,494 39,631 36,475 39,836 43,957

FRHIR: L AT BELIRIRETT

EIRIREMR
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E® 31: &I 2016-18 FRFIALTHBREEART 30 ZEA

FRHER
Cash flow statement 2012 2013 2014 2015 2016E 2017E 2018E
Income pre-preferred share dividends 1,717 3,187 4,144 4,632 5,400 6,091 7,038
Minority interest add-back 19 14 22 23 26 30 34
Depreciation and amortization add-back 915 1,143 1,479 1,781 1,893 2,026 2,160
Net income from associates and jointly controlled entities (6) 4) 2 (6) ) ) )
Net loss/(gain) on asset sales 3) (63) (40) (126) - - -
(Increase)/decrease in working capital : (350) 1,539 (3,714) 2,621 151 (0) 278
Accounts receivable 180 4 (1,679) 683 (173) (243) (92)
Inventory 317 (683) (1,326) 344 678 (145) (266)
Accounts payable (847) 2,218 (709) 1,595 (354) 388 636
Other operating cash flow items 117 (341) 544 611 - - -
Cash flow from operations 2,409 5,475 2,436 9,536 7,463 8,139 9,504
Capital expenditure (3,102) (3,241) (3,946) (3,652) (3,367) (3,334) (3,037)
(Acquisitions)/divestitures 20 56 15 26 - - -
Investments - (432) (121) (159) (363) (253) (278)
Other investment cash flow items 25 (2,644) 3,054 298 - - -
Cash flow from investing (3,057) (6,260) (999) (3,487) (3,730) (3,587) (3,315)
Dividends paid (common and preferred) (400) (448) (1,634) (2,659) (2,729) (3,147) (3,589)
Share repurchase/issue (change In common stock) - 6,118 - - - - -
Increase/(decrease) in short-term debt 86 307 - (5,500) - -
Increase/(decrease) in long-term debt (411) 1,496 4,690 (2,586) - - -
Increase/(decrease) in preferred shares - - - - - - -
Change in minority interest - - - - 0 0 0
Other financing cash flow items (180) (233) (173) (1,034) - - -
Cash flow from fi i (905) 7,241 2,882 (6,279) (8,220) (3,147) (3,589)
Effect of foreign exchange rate changes 0) (5) 0) (14)
Total cash flow (1,554) 6,451 4,320 (244) (4,487) 1,405 2,600

FRHIR: L ATHAE BELIRIRETT

E* 32: $HEEERERSTHITHLS. ..
RFHERS

2016E Sales Breakdown
Mixed feed,

1.1% _____Others, 2.4%

Milk powder,
9.0%

Frozen dairy, "
6.7%

Liquid milk,
80.7%

E& 33: ... i EF B STERERT R K
EFIASY

2016E GP Breakdown
Mixed feed,

0.6% Others, 2.9%
Milk powder, T 0

13.0% O

Frozen dairy,_/
7.1%

Liquid milk,
76.4%

BT : LA BBEEHRETT
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B 34: BNFGHRFIBFIHE)LE S~ REif s K

B)LEF sy
IMF (per 900g) Mengniu/Yashili Mead Johnson _J ___ Others |
L Wyeth illuma/
Biostime Supreme Care Arla Baby & Me (Rmb .
High End .. Tf:fer(RmbSSG/SOOg) (Rmb 460/200g) 284/900g) Nutrlfan.t (Rmb 355/900g) Enfinitas(Rmb442/300g) Nestle(Rmb358/900g)
JinLingGuan ZenHu (Rmb . - Aptamil Profuture(Rmb .
(>RMB280) Biostime Supreme (Rmb Amberry (Yashili) Enfamil (Rmb379/850g)
300/900g) 366/900g) (Rmb285/800g) 328/900g) Eleva/Abbott (Rmb
9 9 307/900g)
Oushi (Rmb 258/900g) Similac(Rmb251/900g)
Mid End Bes-Kido (Rmb 198/900g)  Biostime Premium (Rmb Dumex(Rmb198/900g) .
(RMB150-280)  Pro- Kido (Rmb 172/900g) 278/900g) Scient (Rmb 190/900g) Aptamil (Rmb 220/800g)  Enfapro (Rmb 193/500g) Friso Gold (Rmb
Yashili Alpha-Golden Stage 268/900g)
(Rmb 156/900g)
Beingmate Classic
Mass (<RMB150) Gold Infant (Rmb Newwit(Rmb98/900g) Nutrilon (Rmb 147/300g) (Rmb 140/900g)

134/900g)

Yashili (Rmb 68/900g)

BRI : K

E % 35: F®AFEZD 2016 LFIUFEE/2017 F£—FEFEFIRIBN/FHEKIR LK

=R
Consolidated P/L (Rmb mn) 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16E 1Q17E 2Q17E 3Q17E 4Q17E
Revenue 14,9922 151589 15,7284 14,4804 15326.1 14,7604 16,0848 14,620.1 16,092.4 157936 17,128.8 157222
EBIT (reported) 1,584.3 1,575.4 1,039.9 805.6 1,669.2 1,296.9 1,216.8 1,074.3 1,800.9 1,419.9 1,369.0 1,239.9
Recurring NPAT 1,302.8 1,359.4 975.1 994.5 1,553.7 1,718 1,178.9 1,010.7 1,814.8 1,489.7 1,451.9 1,336.3
Growth
Sales 14% 6% 8% 17% 2% -3% 2% 1% 5% 7% 6% 8%
EBIT 45% 23% -31% 47% 5% -18% 17% 33% 8% 9% 13% 15%
Recurring NPAT 20% 12% -23% 70% 19% 26% 21% 2% 17% -13% 23% 32%
PERIFIR: L\AIHHE, SRR
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B EMR
FAEA

A, BEEL, CFA, TEILRE, AREMFTRBMAURDERRIRT KA BRRBHEIESFHNIAEE. W, KAFEHEMBLITES, 15, ER
SEFRETHEFEFE MR < B iR EHEEX.

BRAME

B AMED S BEE— R RENFEBRS BT AT IFEL BRITMZR IR TRE . AN = BEREEEK,. Bk, SESEFEE. B,
ERAEESHE 2 EREMGEESUEMR, UHBEZREMXAFRITLARLHE S HES.

BUEIFRERTES X TREMEVSEE . Tl AMFBRXMNARMAREN, BiRERENT:

HEET—ETNS LRI EETNNGALLE, MEREF. EBITDA FEANE. ERELTEKREIRIEF—EFNAME, 0 CROCI, FizAEARERE
FMREEIRE. HEZRIRE—FTEMELREASTE, WHER, REWEER. EVIFCF, EV/EBITDA, EV/IDACF, Mm%, #amEiRiE 12 NBHAE
EEMMETEH RSV,

Quantum
Quantum SR AGMSRERERLE . TUMROBREGRERE, CTMNBTHE—ATMRAM, SEFRYTLAGFHOATZ BT,
GS SUSTAIN

GS SUSTAIN ZEFEIM 2 BRI FRE N £TkIZ BRI . GS SUSTAIN XER BIRE T RITA RN TR A GHESES R B ME G EARE
& EMEREKHARRIHEMNTIAERL. BNMAECUMNTFEETIHUATZAFENENIF: ASREOIMEER, T AMEERKF (REE
BEMTIEIENFE, dafdliaBsmERnaY .

EEWE

HEXHRRARTEE

BE45%, CFA: A-share Consumer Durables. A BRfE#. ABRERIE. PEIEESR.

A-share Consumer Durables: 1§ 1H28. <MEH. FEER.

ABRBERE: HHITE, FEARM. RNFE. ANEE. EERE. WENE. FBMEA). BERE.

ARRIEERE: BCIRR, AR, TEBL%, EREN, EELAR. PEEE. oAMEE. G R, HELS. IMAXHE, RESE. FAM. R0k,
ZWRR ik, EREM.

REEZRR: AT, AR, IRKL. EEA ., REZ, RIFEIZER. ERMEH), SF—el. FERERE. FNER. F#RRS.

S5RAEXKEERE

USRS T RS EESERFIAR (BESE) SIRSEISERFENT (BIEES) REFREFHRNAEANTRE FRERHARZIE
ES S

RAN TRARMAMERIEE: FFIRH Rmb17.96)

ARTER. WEITI RITRFMEXEX

A Bt R STIPRETAIANRSHMREAAMXE R R R, —RREERZERBPITRAIANS S B HEN THREMRITIAEBELRRE.
EMARREEALZHITFRAOBEIIRA A PIHTR. B MMKEFTERERSRIE 25-35%HRETRAFEN. 10-15%HIBRFITR AT HEI £ TRiE S RNk
EEZBXMIRERS; BR, AR HETLIAMIHIFRNSH A ERERKIZFHHMEERSNREMAMRNE. HXEHFENS S 7 B RLUEER
AR ST R AT BB A EEIRIBER BT

BEER: RERIFRNE —EREERATNERMEZE. STITRERHSSEERNRARESRHBRNE. BERR. BREN1EREXHEEEE
BHMANRER AR ERERER IR RNARIRETBEEN.

WFRATWRIR: DHIDEEH TINPRPHEP—IIREERB T A EERE E / S EMARN KPR EIIROEZE. RESIH(A): Kk 12 DA ARSERT
SRMTHTEENAEEATR / HbE. PHEN): KK 12 MAARREIIREMNREERNAEEARTL / REEFT. #EH(C): KK 12MARKRERIR
STHFSEEMAEREARR / HflE.

EXFRNR): ESESETSRIZARN—NEHZZREK MRS PEESAMERAERLEEMRERT, RETFRMEFNEESRBESEIESNBEET
ARRE. EEFERS): ATRZ EBHEMERERBTRINEER, RELXRREHFEFEER, BERBCRIIRG], RINELE ST XMRTL TR
FTRFNIE BT HARDXMBREELMREITEMNEEROENERTBEY, BERBAETNRBZFEL. SEMRCS): RINELEENZAR
IR, RBEWMRNC): BIVRBIHZAFHITHR. FEERTEMNA): EERNFFERTER. TEXNM): EENEEY, BELTEHEERSH.

— R
FREEFERSEEFT XK. SEESRESEHFRE SIS ER.

AR BREXHBNNTAER. RTSSEREXHNKE, AMRRERETRIVAATENEIEATHNESR, ERNTREZESHERETENY, &
FPUARRIZREBIZIE SR ERNTEN. REPHER. UL, MEMTUSZERENLRE, BAREFNSLBANER THTEE. BRNSEFBENR
MR, ESHIETRESELERITXEM. BT —LERABMMITIIREZ, BRSEREREDITARDELMIHET EEIHE AR
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SESEASEEFNRENG, NERFRITLS. SEESF. SESERENPRBFNESFRETE RIS ARIREERFRTLSME el S X

“M )

?izﬂ]E’J%ﬁ’i)\J\\ RHRMATEWARTESEARNNEFREEZZBRESAFRMEPORLEARBROOLRPETHTLERZZ K. Hi1805E
FEERN). BEXSWIMEZ SBARS M SARENZNHFRANER A —BEHRZEREK.

FREFEBHINTATEEL SRS EERHEARNZ S RERNRNNELTNL, REFREPITRZZHERE, HPRREUESNAREITNCHIES
LA e R L i’ul‘]ﬂ’]#’ﬁd]l?‘i$1¢ ZHNATETS A LRI S SR A FHIREERNIEER . EALL A 5 REBX AT BRI AIHT Tz HE
AR, HSOTRFIRT R R REEN TR E PR RN RENERE .

[SESNE- IS8 ES:73ilk AN ﬂﬁ”i\ BERMER, TEERESTIBMESSFD, AR ATRR G RINESSITE TREFES =L, #
EERIESHITETRNZSF, REZ ERESHITETLR.

ESRAANSNENEZSERER (BESEESIESRETIHIALR MUST—ERMEFEERTHANS, BHESEIEHEEMNERARS.

EEMEALERFIERMERZZLRTAAIEENBX, FMRETHRIZEFLEEARIERMIEN. FMRETFERNAREZY, HRBEEEE 5
BARHRIIERR. MSRARTER. BREEEARETHEAERLEUEEHAEBERR, UR(EELE)FRERNER, SERSER. FkE
IR KB B NRFNEL R X LR ZTHERABATRES T T ERRMAFKRRRNRI, RERPERBTERIE, REETESREELE.

Fi5, QEFEDHK. BMECTETANRZS, GRANNE, ERATEEMEHREE. INDIREHEIAENRLERFNNERNIESREX—
BRBBNF=ET R

BREFULRSEHERRME LB http://www.theocc.com/about/publications/character-risks.jsp BRS ZHFIRVHABUIR ZE . T EE L EHIESZAIER
RESEEMFGR, flan, EIRENGEMTR, EXSMATEES. 558X EGRBEERIEMR.

R ERRRER FHRINE AT B ESEE AR EHEAEEARSRE. SERENENE=ZFELEERLHEMATRE. FXRFEIEFHNARR
& BERHTHIE, FRECHEERE.

IREEEHBRBELRRENFAE © 2017 £
RERFSEEHERTELAFETEART, FHHOEMBLIHTROUEMSXBUEERTRBEN. SOERERR, RHBRIE.
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