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2018 outlook remains positive, a bargain in the sector
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Hop Hing is a leading QSR play in North China. Hop Hing (“HH") is a leading
Quick service restaurants (QSR) player in the Northeast region of China. It
operates 2 licensed brands “Yoshinoya/% ¥ #” & “Dairy Queen//k 2 2

%7 , and others self-owned brands such as “Chatting/ # 77" , “Uncle
Fong/* 4" , with 502 stores in total, as at 3Q17.

3Q SSSG remained quick, thanks to both industry recovery, robust orders
from 020/ delivery, and self-driven positives. Hop Hing recently reported a
4.0% SSSG in 3Q17, similar to 5.0%/ 4.7% in 2Q17/1Q17, still a positive, in our
view, since the high base has started in 3Q16. Industry is trending up, as SSSG
from Ajisen and Yum China, both experienced acceleration in 2Q17 and 3Q17
(HH led the turnaround by over 2 quarters), benefited largely from the
popularizing of 020/ delivery orders in China, where this segment’s growth was
23.1% in 2017, according to iiMedia Research (in line with HH’s numbers in
1H17). Comparatively, GP margin for delivery is lower than group’s average, due
to the delivery charges paid to the drivers, however, it can compensate this
expenses, by lifting the restaurants’ overall efficiency (e.g. sales per area),
resulting in a similar EBIT margin, on top of that, HH operates its own team of
drivers, aids its profitability too. Apart from that, there are various self-driven
positives as well, like 1) launches of stars products with higher ASPs and margins
in 2H16, such as Japanese-style hotpot, 2 favours in 1 drinks, Ice-cream cake, etc,
and 2) continual upgrades of store into 3rd4/4th generation formats of “Yoshinoya”,
now covers over 40% of total by 1H17, which have a more stylish hall and a more
efficient kitchen designs for both eat in and delivery.

Business in Northeast China begins to mature, both sales growth and store
addition are accelerating. Growth for Northeast China (excluding Beijing,
Tianjin and Hebei) had resumed to 2.3%, in 1H17 from -1.8%/-4.0% in
FY16/FY15, coupled with speed up in openings, as at 9M17, stores growth for
Northeast China surged to 14%, while that for Beijing, Tianjin and Hebei was just
3.9%, implying that the fundamentals become more positives and fit for more
network expansions. Groups’ stores growth in FY17E, in our view, could
accelerate to 9% (to 512, vs 470 in FY16), from just 3.3% growth in FY16, this
will certainly help sales growth in FY18E to speed up.

One of the most under rated play in the sector with decent growth in FY17E-
18E, at only 13xFY17E PE and 4% yield. We foresee a stable GP margin, thanks
to stable raw materials costs, and continual OP margin improvements from
operating leverage, and rental savings from switching to smaller sized stores (as
businesses now shift to delivery), we foresee a 38%/ 16% net profit growth for
FY17E/18E, hence company’s current 13x/11x FY17E/18E PE is highly
attractive, and presents a great bargain, in our view, as it is one of the lowest in
the sector, comparing to Yum China (YUMC US)’s 28x, XBXB (520 HK)’s 25x, and
Ajisen (538 HK)’s 17, etc, let alone to mention its 3.9% FY17E yield.

Earnings summary
(YE Dec 31) FY14A FY15A FY16A
Turnover (HKD mn) 2,158 2,050 2,091
Net Income (HKD mn) 35 66 125
Adjusted EPS (HKD) 0.353 0.656 1.253
EPS CHG (%) 152.5 85.6 91.1
PE (x) 34.5 17.8 10.6
PB (x) 2.9 2.7 2.7
Yield (%) 2.1 2.1 1.8
ROE (%) 8.4 15.1 26.2
Net gearing (%) Net Cash Net Cash Net Cash
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Mkt. Cap. (HK$mn) 2,326
Avg. 3mths t/o (HK$mn) 2.05
52W High/Low (HK$) 0.295/0.128
Total Issued Shares (mn) 10,070.4

Source: Bloomberg

Shareholding Structure

Hung Family 35.54%
Arisaig partners (Asia) 9.74%
Free Float 54.72%

Source: Bloomberg

Share performance

1-mth
3-mth
6-mth

Absolute Relative

5.5% 1.6%
2.2% -1.6%
-7.6% -20.2%

Source: Company, CMBIS

Source: Bloomberg
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Auditor: Ernst & Young

Web-site: www.hophing.com
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Figure 1: Same Store Sales Growth, by Hop Hing, Ajisen China and Yum China
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Figure 2: Northern China sales and growth Figure 3: Store counts and growth, by region
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Figure 4: Free hot pot promotlon when customers buy two 2 favours in 1 drlnks
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Figure 5: Peers Comparison

3yrs | Yield
Price MKkt cap Year PER (x) EPS Growth(%) PBR (x) ROE(%)| PEG(x) | (%) YTD
Syrs Syrs performance
Company Ticker HK$ HK$ mn End FYO FY1 FY2 avg | FYl FY2 FY3 | FYO FYl FY2 avg FYO FY1 FY1 (%)
H-shares Restaurants
Hop Hing Group Holdings Ltd 47 HK 0.23 2,326 31/12/2016| 184 133 113 226 | 374 165 144 4.3 4.3 33 4.0 34.7 11 38 724
Fairwood Holdings Ltd 52 HK 31.10 3977 31/3/2017( 193 182 163 17.4 56 120 (3.1) 5.5 6.0 5.7 4.5 29.5 39 4.3 11.6
Cafe De Coral Holdings Ltd 341 HK 23.75 13,904 31/3/2017| 272 257 232 254 61 108 3.6 4.0 4.0 39 4.0 14.3 38 3.6 (5.6)
Xiabuxiabu Catering Manageme 520 HK 12.08 12,954 31/12/2016| 26.1 252 202 n/a| 188 247 163 6.0 5.5 4.4 n/a| 248 13 1.4 125.0
Ajisen China Holdings Ltd 538 HK 3.73 4,071 31/12/2016 334 174 159 | 264 | (70.1) 94 202 1.0 1.0 1.0 1.9 31 (0.6) 4.0 18.0
Tao Heung 573 HK 1.44 1,464 31/12/2016| 11.6 n/a n/a| 15.7 0.0 0.0 0.0 0.9 n/a n/a| 22 7.2 n/a n/a (24.4)
Future Bright Holdings Ltd 703 HK 0.74 514 31/12/2016 n/a n/a n/a n/a| 0.0 0.0 0.0 0.5 n/a n/a| 15 (0.3) n/a n/a (7.2)
Tsui Wah Holdings Ltd 1314 HK 1.18 1,665 31/3/2017| 184 157 13.1 291 ( 170 200 222 14 1.2 1.0 34 7.8 0.8 5.1 (7.6)
Gourmet Master Co Ltd 2723 TT 342.50 14,448 31/12/2016( 279 263 22.7 340 | 305 158 226 59 5.6 5.0 4.2 238 12 1.6 53.8
Yum China Holdings Inc YUMCUS 40.29 120,769 31/12/2016| 27.1 282 24.8 n/a| 55 138 121 5.4 5.5 4.8 n/a|  23.6 2.7 0.5 54.2
Average 233 213 184 | 244 51 123 108 3.5 4.1 3.6 3.2 16.9 18 3.0 29.0
_Adjusted average 235 214 186 | 24.2 88 131 111 3.6 4.3 3.7 3.3 16.9 12 3.1 20.8
3yrs | Yield
Pricc  Mktcap Year PER (x) EPS Growth(%) PBR (x) ROE(%)| PEG(X) | (%) YTD
Syrs 5yrs performance
Company Ticker Rmb HK$ mn End FYO  FY1 FY2 avg. FY1 FY2 FY3 FY0  FY1 FY2 avg. FYO FY1 FY1 (%)
A-shares Restaurants
China Quanjude Group Co Lt-A 002186 CH 20.46 7,446 31/12/2016| 44.0 41.5 384 | 45.0 9.5 8.1 8.8 4.4 n/a n/a 51 10.3 4.7 1.0 (7.0)
Guangzhou Restaurant Group-A 603043 CH 24.51 11,682 31/12/2016 32.5 325 26.8 n/a| 22 212 247 9.2 7.2 6.5 n/a|  29.7 2.1 2.2 n/a
Average 383 37.0 32.6 | 45.0 58 14.7 16.7 6.8 7.2 6.5 5.1 20.0 3.4 1.6 (7.0)
Adjusted average 383 37.0 32.6 | 45.0 58 14.7 16.7 6.8 7.2 6.5 5.1 20.0 34 1.6 (7.0)
3yrs | Yield
Price Mkt cap Year PER (x) EPS Growth(%) PBR (x) ROE(%)| PEG(x) | (%) YTD
Syrs Syrs performance
Company Ticker Local HK$ mn End FY0 FY1 FY2 avg. FY1 FY2 FY3 FY0 FY1 FY2 avg. FY0 FY1 FY1 (%)
International Restaurants
Yum! Brands Inc YUM US 74.69 200,815 31/12/2016| 231 266 233 | 246 (31.3) 140 153 n/a n/a n/a n/a n/a (7.9) 1.7 17.9
Mcdonald'S Corp MCD US 1669 1,054,524 31/12/2016| 262 254 238 19.7| 201 67 82| n/a n/a n/a] n/a n/al 22| 23 37.1
Starbucks Corp SBUX US 55.07 620,760 2/10/2016| 263 267 235 311 84 140 159| 136 13.0 115 11.9 50.1 21 1.8 (0.8)
Restaurant Brands Intern QSRUS 64.91 235,014 31/12/2016| 387 333 248 n/a| 324 345 118 72 103 8.1 [/AN/A 18.2 13 1.2 36.2
Papa John'S Intl Inc PZZAUS 62.24 17,007 30/12/2016| 23.0 222 195| 283| 21 138 59| n/a n/a n/a| n/a n/al 31| 14 (27.3)
Yoshinoya Holdings Co Ltd 9861]P 1885.00 8386 28/2/2017|126.0 57.8 56.2 n/a| 63.4 26 179 2.1 21 21 1.6 1.7 23 1.1 17.5
Mos Food Services Inc 8153 JP 3460.00 7,566 31/3/2017| 35.9 n/a n/a| 53.1 0.0 0.0 0.0 2.3 n/a n/a| 1.8 6.5 n/a n/a (1.4)
Average 428 320 285 | 314 | 136 122 10.7 6.3 8.5 7.2 51 19.1 0.5 1.6 113
Adjusted average 301 280 238 28,0 126 102 114 6.3 8.5 7.2 5.1 19.1 2.2 1.5 13.9

Source: Bloomberg, CMBIS estimates
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The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2) no part of his or her compensation
was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures Commission)
(1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will deal in or trade in the stock(s)
covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong Kong listed companies covered in this report; and
(4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months
HOLD : Stock with potential return of +15% to -10% over next 12 months
SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS
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Address: 45th Floor, Champion Tower, 3 Garden Road, Central, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800
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Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors.
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which is contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of
their dependence on the performance of underlying assets or other variable market factors. CMBIS recommends that investors should independently
evaluate particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to make their own
investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS
and/or its affiliate(s) to whom it is distributed. This reportis not and should not be construed as an offer or solicitation to buy or sell any security or any
interest in securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or
employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained
in this report. Anyone making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and
reliable. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS
provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue
other publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and
analytical methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent with the recommendations
or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself
and/or on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business
relationships with the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the
objectivity of this report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this
publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of
CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (as amended from time to time)(“The Order”) or (1) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated
Associations, etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.

This report is intended for distribution in the United States to "major US institutional investors”, as defined in Rule 15a-6 under the US, Securities
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US, institutional investor that receives a copy of this
research report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.
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