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Jiumaojiu International (9922 HK)

m Excluding the FX loss, 1H22 prelim adj. net profit is expected to
drop by no more than 62.5% yoy, beat our est. by 4.8%

m Low store count (<400) indicates ample room for expansion

= Maintain BUY and TP at HKD 21.1

1H22 adj. prelim net profit beats our est.

Tai'er's 1H22 adj. prelim net profit (excluding the FX loss) is expected to
drop by no more than 62.5% yoy to RMB 70mn+, beat our est. by 4.8%.
Including the FX loss, the prelim net profit would be RMB 55mn+, yoy
decline of no more than 70.4%. 1H22 prelim revenue was RMB 1,899mn, -
6.1% yoy and missed our est. by 6.7%, mainly attributable to 6.3% miss in
revenue per restaurant due to the temporary suspension of dine-in services
in tier 1 and 2 cities. The adj. prelim net profit beat was mainly attributable
to the better-than-expected margins and operating deleverage, which
demonstrated stringent cost control and resilience of its business model.

More flexible in restaurant expansion timeline

The company opened 37 new restaurants in 1H22, incl. 35 Taier
restaurants and 2 Song Chongging Hot Pot Factory restaurant. Mgmt
recently guided 120 new Tai’er restaurants and 15 new Song restaurants.
Mgmt also stated a more flexible and moderate approach in the timeframe
of its restaurant network expansion. To be conservative, we currently
forecast 115 new Tai’er restaurants in FY22. Our base case assumes no
significant escalation from the current COVID lockdown policies. Given the
COVID cases resurgence in Guangdong in 2H21, we are expecting a
flattish revenue per restaurant in 2H22 yoy. We assume the revenue per
restaurant in 1H23 to be rough the same as 1H21.

Maintain BUY and TP of HKD 21.1
1H22 prelim adj. net profit (excluding FX loss) beat our est. by 4.8%, which
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JMJ issued profit warning last night, with adj.
net profit (excl. FX) beat our est. by 4.8%.
Maintain BUY and TP at HKD 21.1
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demonstrated its stringent  cost cor!trol and _better—than-expec_ted 9973 FiK 5.9) o1 273
deleverage. We believe that the nationwide popularity of sauerkraut fish, HSI (7.7) (15.3) (23.1)
Tai’'er's unique positioning in this segment, the current low store count
(<400) and low store density outside of Guangdong all supports Tai’er's
future earnings growth. Our base case assumes that there will be no Hang Seng Index (Aug 1 2022) 20,166
significantly escalation from the current level lockdowns in 2H22 and the HSCEI (Aug 1 2022) 6,877
operating environment in 1H23 will be similar to 1H21. Under such
assumption, we adjusted FY22/23/24 EPS by -4.6%/4.1%/3.8%. Maintain ;. yeek range (HKD) 10.82-
BUY and TP at HKD21.1 275
. Market cap (HKD mn) 25,646
Key catalysts: Better-than-expected table turnover. Less lockdowns Avg. daily volume (mn) 6.23
Key downside risks: Prolonged large scale COVID-19 lockdowns in  BvPS (RMB) 2.32
China, lower-than-expected margins.
F. . | Guan Yihong 40.65%
Inancials MX J LIMITED 4.98%
Others 8.18%
Revenue 2,715 4,180 4,864 8,622 12,171 No. of shares outstanding (mn) 1,453
yoy growth 1.0% 54.0% 16.4% 77.3% 41.2% Free float 46.19%
Attributable net profit 124 340 281 780 1,148 Source: Bloomberg
Diluted EPS (RMB) 0.09 0.23 0.19 0.54 0.79
yoy growth -43.8% 155.6% -15.9% 177.3% 47.2%
P/E 168.6x 66.0x 78.4x 28.3x 19.2x
ROE 7.9% 11.1% 8.8% 21.3% 25.5% 1. Jiumaojiu International (9922 HK) - Long runway for Tai'er

Net debt (cash)/ equity -58.8% -42.8% -50.5% -62.5% -80.1%

Sources: Company data, CMS (HK) estimates; share price as of Aug 1 2022

expansion. Initiate with BUY (BUY) (July 25, 2022)
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. 1H22 1H22 . diff vs
Unit: RMB mn estimate actual % diff yoy % 1H20
Revenue 2,036 1,899 -6.7% -6.1%  100.0%
Numer of restaurants (unit) 491 489 -0.4% 16.7% 52.3%
Revenue per restaurants 4.1 3.9 -6.3% -19.5% 31.3%
Attributable net profit 67 55 -17.7% -70.4%  164.0%
adj. attributable net profit 67 70 4.8% -62.5% 181.1%
Key metrics (%)
Attributable NPM 3.3% 2.9% -0.4ppt -6.3ppt  12.0ppt
adj. attributable NPM 3.3% 3.7% 0.4ppt 3.7ppt 3.7ppt
Sources: Company data, CMS (HK) estimates
Unit: RMB mn 2022E 2023E 2024E
Original New diff % Original New diff % Original New diff %
Revenue 5,016 4,864 -3.0% 8,428 8,622 2.3% 11,906 12,171 2.2%
Taier 4,037 3,942 -2.4% 6,800 7,049 3.7% 9,163 9,491 3.6%
IMJ 671 644 -4.0% 832 814 -2.2% 995 974 -2.2%
Others 308 278 -9.6% 796 759 -4.6% 1,748 1,706 -2.4%
Gross profit 3,240 3,147 -2.9% 5,402 5,532 2.4% 7,608 7,786 2.3%
GPM 64.6% 64.7% 0.1ppt 64.1% 64.2% 0.1ppt 63.9% 64.0% 0.1ppt
Restaurant profit 1,636 1,613 -1.4% 2,803 2,873 2.5% 3,936 4,032 2.4%
Restaurant margin 32.6% 33.2% 0.6ppt 33.3% 33.3% 0.1ppt 33.1% 33.1% 0.1ppt
Attributable net profit 295 281 -4.6% 749 780 4.1% 1,106 1,148 3.8%
NPM 5.9% 58%  -0.1ppt 8.9% 9.0%  0.2ppt 9.3% 9.4%  0.1ppt
EPS (basic), RMB 0.20 0.19 -4.6% 0.52 0.54 4.1% 0.76 0.79 3.8%
Sources: Company data, CMS (HK) estimates
Valuation - Jiumaojiu
Stock price (HKD) 17.6 Price date 1/8/2022
HKD/RMB 0.86
FY22E  FY23E FY24E
EPS (RMB) 0.19 0.54 0.79
P/E 78.4x 28.3x 19.2x
yoy growth -15.9%  177.3% 47.2%
PEG -4.9x 0.2x 0.4x
Target price calculation
Target P/E 43.5x
Fwd 12-month EPS (RMB) 0.42
Target price (HKD)
Upside 19.6%
Div yield 0.3%
Total return 19.8%

Sources: Company data, Bloomberg, CMS (HK) estimates
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PP&E 445 572 642 828 921 Revenue 2,715 4,180 4,864 8,622 12,171
Right of use assets 1,216 1,444 1,484 1654 1,669 Otherrevenue 84 64 66 73 80
Investment in associate/JV 3 13 13 13 13 Raw material costs -1,046 -1,537 -1,783 -3,163 -4,465
Deferred Tax tax 87 82 82 82 g2 Staff costs -748 -1,057 -1,269 -2,187 -3,087
Other non-current assets 194 464 460 465 470 Rental costs -50 -97 -111 -199 -281
Non-current assets 1,945 2576 2,681 3,042 3,155 D&Acosts -354 -502 -609 -902  -1,198
Inventories 51 71 92 149 206 Utilities expenses -95 -132 -154 -273 -385
Receivables and prepayments 293 409 518 834 1,155 Other expenses -232 -331 -477 -689 -970
Other current assets 673 738 738 738 738 Operating profit 275 588 528 1,282 1,864
Bank Balances and Cash 1,844 1,342 1,704 2,598 4,199 Finance costs -67 -75 -89 -121 -155
Current assets 2,862 2,559 3,052 4,319 6,298 Shares of results of 8 1 0 0 0
Total assets 4806 5135 5733 7,360 9,454 JV/associates
Trade & other payable 348 370 351 483 778 _Other net 22 7 21 0 0
Lease liabilities 317 391 500 679 858 Income/(losses)
Bank loan 43 0 0 0 0 Profit before tax 177 506 419 1,162 1,710
Other current liabilities a1 a4 62 106 150 [ncome tax expense 39 -13¢ 114 315  -464
Current liabilities 749 805 914 1267 1,786 Netprofit 138 372 305 846 1,246
Lease Liabilities 967 1,114 1,368 1855 2,347 Non-controlling interest 14 32 24 66 98
Bank Borrowing R N N _ _ Attributable net profit 124 340 281 780 1,148
Deferred tax liabilities 27 32 32 32 32 Diluted EPS (RMB) 009 023 019 054 079
Other non-current liabilities 3 47 47 47 47 mﬁ%ﬁnd per share 0.04 0.06 0.05 0.13 0.19
Non-current liabilities 997 1,193 1,447 1,934 2,425
Total liabilities 1,746 1,998 2,361 3,201 4,211
Share Capital 0 0 0 0 0
Reserves 3017 3083 3293 4014 4999 yoy growth rate
Non-controlling interests 44 55 79 145 243  Revenue 1.0% 54.0% 16.4% 77.3% 41.2%
Total equity 3060 3138 3372 4159 5242 Gross Profi 23% 544% 16.3% 75.8% 40.7%
Total equity and liabilities 4,806 5,135 5,733 7,360 9,454 Operating profit 22.4% 113.9% -101% 142.7%  45.4%
Net profit -24.5% 174.0% -17.3% 177.3% 47.2%
EPS -43.8% 155.6% -15.9% 177.3% 47.2%
Profitability
Profit before tax 177 506 419 1,162 1,710 Gross margin 64.6% 64.8% 64.7% 6420  64.0%
Net finance Costs 35 61 89 121 0 Operating margin 10.1% 14.1% 10.9% 14.9% 15.3%
Shares of profit of associate/JV 8 -1 0 0 0 Net margin 2.6% 8.1% 5.8% 9.0% 9.4%
D&A 354 502 869 1112 1395 g
gr: nges in OWC ig 'HZE '143 '243 '82 AR days 151 163  17.4 143 149
ers -
Income tax paid and others -12 -133 -96 =272 -420 r;zn;;j;y days ;;g 4;2 32'; 212 2;2
CF from operating activities 571 856 1,132 1,881 2,601 - : g . . .
Capital expenditure 281 343 055 1461 -1.497 Cash conversion cycle -31.8 -20.0 -11.2 -2.8 -3.6
Proceeds from asset disposal 0 49 0 0 o Cash flow & leverage
- - Free cash low 322 494 151 345 1,172
Withdrawal/payment of desposits 673 63 0 0 0 - - — Ve e v .
over 3 months Net debt to equity 58.8% -42.8% -50.5% -62.5% -80.1%
Others 129 134 0 0 o Dividend payout ratio 39.3% 20.9% 20.9% 20.9% 20.9%
CF from investing activities 1,084 -490 955 -1,461 -1,497 Dividend yield 02% 03% 03% O07% 11%
Dividend paid 58 56 -71  -59 -163 Returnanalysis
Equity financing 2,885 0 0 0 o ROE 7.9% 11.1% 88% 21.3% 25.5%
Debt financing (repaid) -178 -43 0 0 0 Asset turnover 0.8 0.8 0.9 1.3 1.4
Others -283 -689 0 0 0 Net margin 4.6% 8.1% 5.8% 9.0% 9.4%
CF from financing activities 2,365 -789 -71 -59 -163 Financial leverage 2.1 1.6 1.7 1.8 1.9
Net cash flow 1,852 -423 107 362 941 ROA 2.6% 6.6% 49% 10.6% 12.1%
Valuation ratios
P/E 168.6x 66.0x 78.4x 28.3x 19.2x
P/B 6.9x 7.0x 6.5x 5.3x 4.2x

Sources: Company data, CMS (HK) estimates
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Investment Ratings

OVERWEIGHT Expect sector to outperform the market over the next 12 months

NEUTRAL Expect sector to perform in-line with the market over the next 12 months

UNDERWEIGHT Expect sector to underperform the market over the next 12 months

BUY Expect stock to generate 10%-+ return over the next 12 months
HOLD Expect stock to generate +10% to -10% over the next 12 months
SELL Expect stock to generate loss of 10%+ over the next 12 months

Analyst Disclosure
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Disclaimer

This document is prepared by China Merchants Securities (HK) Co Limited. The information contained herein
has been obtained from or is based on sources believed to be reliable. China Merchant Securities (HK) Co
Limited, its holding company or affiliated companies, or any of its or their directors, officers or employees
(collectively “CMS”) do not represent or warrant, expressly or impliedly, that it is accurate, correct or complete
and it should not be relied upon. CMS will not accept any responsibility or liability whatsoever for any use of or
reliance upon this document or any of the content thereof.

This document is for information purpose only. Neither the information nor opinion expressed shall be construed,
expressly or impliedly, as an advice, offer or solicitation of an offer, invitation, advertisement, inducement,
recommendation or representation of any kind or form whatsoever to buy or sell any security, financial
instrument or any investment or other specific product. The securities, instruments or strategies discussed in
this document may not be suitable for all investors, and certain investors may not be eligible to participate in
some or all of them. Certain services and products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. CMS is not registered as
a broker-dealer in the United States and its products and services are not available to U.S. persons except as
permitted under SEC Rule 15a-6.

Opinions, and associated estimates and forecasts, or any content and information in this document are only
current as of the date of their publication and will be subject to change without prior notice. Past performance
is not indicative of future performance. Estimates of future performance are based on assumptions that may
not be realized. The analysis contained herein is based on humerous assumptions. Different assumptions could
result in materially different results. Opinions expressed herein may differ or be contrary to those expressed by
other business divisions or other members of CMS as a result of using different assumptions and/or criteria.

This document has been prepared without regard to the individual financial circumstances and investment
objectives of the persons who receive it. Use of any information herein shall be at the sole discretion and risk
of the user. Investors are advised to independently evaluate particular investments and strategies, take financial
and/or tax advice as to the implications (including tax) of investing in any of the securities or products mentioned
in this document, and make their own investment decisions without relying on this publication.
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CMS may have a long or short position, make markets, act as principal or agent, or engage in transactions in
securities of companies referred to in this document and may also perform or seek to perform investment
banking services or provide advisory or other services for those companies.

This document is for the use of intended recipients only and this document may not be reproduced, distributed
or published in whole or in part for any purpose without the prior consent of CMS. CMS will not be liable for any
claims or lawsuits from any third parties arising from the use or distribution of this document.

This document is for distribution only under such circumstances as may be permitted by applicable law. This
document is not directed at you if CMS is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. In particular, this document is only made available to certain US
persons to whom CMS is permitted to make available according to US securities laws, but cannot otherwise be
made available, distributed or transmitted, whether directly or indirectly, into the US or to any US person.

In Hong Kong, this document is distributed by China Merchants Securities (HK) Co., Limited, which is a licensed
corporation to carry on Type 1 (dealing in securities), Type 2 (dealing in futures), Type 4 (advising on securities),
Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under the Securities
and Futures Ordinance (Chapter 571).

In South Korea, professional clients can get copies of this document (upon request) through China Merchants
Securities (Korea) Co., Limited

In the United Kingdom, this document is distributed by China Merchants Securities (UK) Limited. This document
is for distribution only to persons who: (i) are persons falling within the definition of "Investment Professionals”
pursuant to Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Financial Promotion Order”); (ii) are persons falling within Article 49(2)(a) to (d) (“High Net Worth
Companies, Unincorporated Associations, etc.”) of the Financial Promotion Order; or (iii) are persons to whom
an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) may otherwise lawfully be communicated or caused to be communicated (all
such persons together being referred to as "Relevant Persons™). This document is directed only at relevant
persons and must not be acted on or relied on by persons who are not Relevant Persons. Any investment or
investment activity to which this document relates is available only to Relevant Persons and will be engaged in
only with Relevant Persons.

If there is any inconsistency or ambiguity between the English version and the Chinese version of this disclaimer,
the English version shall prevail.
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