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Sector Report: Consumer Sector - Food & Beverage
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The year ahead for the food and beverage sector and companies is a
year of hope. In 2022, domestic purchasing power in China was under
pressure, and overall consumption willingness was even weaker compared
to income conditions. China's retail sales further dropped in November 2022,
and the trend could continue in December. However, we think that retail
sales will bottom out by 1Q2023 thanks to potential recovery in consumption.
Recent policy documents have mapped ways to foster stronger domestic
demand, promoting stability. Looking forward in 2023, the positive impact
from inflating selling prices and easing cost pressure will be favorable for
investing in the food and beverage sector. We are optimistic about the potential
upside in sector valuation in 2023, from the perspective of market liquidity
and asset price in response to marginal relief on interest rate hikes.

In our view, investment opportunities in the food and beverage sector in
2023 are visible. First of all, we are bullish on the leading players in the beer
and liquid milk segments in China, as they are the largest beneficiaries of the
ongoing premiumization trend. Our top pick is China Resources Beer (00291
HK), and we recommend Tsingtao Beer (00168 HK). Second, milk powder
and braised foods segments have larger potential for profitability rebound
alongside gradual recovery in domestic demand. Our rating on China Feihe
(06186 HK) is "Buy", and we also recommend Zhou Hei Ya (01458 HK).
Third, some defensive picks in the non-alcoholic beverage category may also
outperform the market given their stable long-term business prospects. Our
rating on China Foods (00506 HK) is "Buy", and we recommend Nongfu
Spring (09633 HK). Due to accelerated vertical integration in dairy farming
and the raw milk production industry chain, coupled with less intensified
pricing competition, market leaders may enjoy higher valuation due to stabilized
earnings growth. Youran Dairy (09858 HK) and China Modern Dairy (01117
HK) will be beneficiaries.

Risk factors: Recovery of offline consumption may miss expectations;
unexpected price fluctuations in raw materials and/or packaging components;
food safety problems.
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RS FE M KA T, HHRY T RIGHEENRRZ R HE . BT R R
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1. BRERRRE

] PR A A AR, OGS 2 5 A B 8 A 3 £ 7 T SN 5 B2 A7 A - 2022 £ 1-3 22 8 GDP [ FUIE 3 70 3 O 4.8%/ 0.49%/ 3.9%
FHELBERE R, BN F98 a5 . BRI SSUCN SR L™ 5, R PR R B R Ko JRATTH B db UORE™ R B R R 205 5 2 4
DRI A R — 8 AT SRR 8E, R UORHR L B AR BLR A 5 T 25t . JREARSK, RATHHHR S YORMT L)
BEWCRIAERAE 2023 SEE—FENRET. HREDRIFRAE 2023 £EMEEFREE.
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1.1 &R

2022 £ 10 A, FEREPERATTFEL TR 37.9%. #iEREHEICONANRT-512 1278, A~ 2022 £ 4 A USREIRIE. EH
JE B A . AR 2 B EA L NI BB 55 . 2022 4F 1-3 =7, EANFER AL SZEAANRT 27,650 7T, [FEH 4 X4
£ 5.3%, SEFRIEK 3.2%. MHLLZ T, EHNBERABERCHART 17,878 jo, L4 UEK 3.5%, sLFriEK 1.5%.

11 AEAHSFEEFH—STE, 12 ANRATTRIIEAMER. SUrEsiEdiRor, 10 At ST ES. TIN5 =%
B AT IE L . 11 A E WA & EEHR R R 5.9%, 1M 2022 4F 10 A R T A 0.5%. X2 11 A £ HIENIER
Z—o FEEUFT 12 A 7 HARAL BB IE 2 BT, BE B A4 AC BE B BRI (B 3 2 B . BRI & ok, BT AR 15 ]
LU B 2T E P I 0ha i 9% AR e, 11 3 & SRR EDRS AR B 1) [R] L AR 340 501 +3.9%/ -6.2%/ -2.0%, L5l R % 4.4
ANES 103 NE A L3 ANE A R FATTAR SR LA A BEE E P e O3 (10 - AR B mT Re BRIk . WTEMST30 70
FHBT e B RN B IR AR . A ISE, EMAETFHRT, QNEE TS R RSO RS
FILA] BEAR XS B A

YT BT B RAREHEANTER, B 2022 4 12 ALK, E K2 EOR TG B s . 7E B TR A5, 6 2023 4E 1-2
HMZEG S S0, RNEERE THEZANER, SEBANREERK. RN, —BEdREE (84 2023 F5—FF
K, ENEFREEINEREIFMREIES . RIOIBU, BFLTERZBPERH, BNHESZEIMIE 2023 £5—FF LEHEF .

R BOR A IR AN A B UL RIS B E R T A, 2022 4F 12 A 14 H, HEE RPN 5 DU B35 E P 2
THRA THE, BERIEENERE KBRS . 98 e B EAN T AE RN TR . AT ERYCRHMT Ik
BN K2 EE 2 —, BONVNE RS TRETER MR R E@EAE R MR T IR B iR .

1.2 ftRmm

2022 4, R PPIEEN, BEIRAIA S AL B TR . KSR CnJEUR AR AR 5D TSR AR 2022 F LR RIHTE, HE
THT R YR B RA . O T REAK, PR RIETITI N 2021 SRS DY ZR R R R K AR BT TEGK . filin, 2022 4F 12
14 H, RERTHINE, HFEST, A 7BHmOHRTT, AUt 2ne. RBERRK, BATHH 2023 FAZE M Bk
A REBBI TAT
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Wi B L3k 3.7%, AR i AR U TR bl BBk 1.19% . AT, AT 5 I B A UORHA FREFE 2023 SERE— PR A I %
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Ak A R R A
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OB R RG] 7o T IRANTE NI WY RE AL 5 — MBAEBhIERS . vk L, NS5 3= e M rARERE, BT B
B PARBGAFRREGE, BAIX 2023 FTWAGEKIBE LT E M RNSHE .
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2. FERBELNERIELE
21 BBEL | PREHRFGT LR

RANE RHEE 228 T M SR ST R B A KR R ASR RE AT K AT . BT E, FATHERE VRIS 09 30 A [ 9 ek
AL HHR T i S R K52 A
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2.1.1 MUESRIE: mem AR NN T M R RS, RERANA RIENIZE 225 . 2022 4 L4, FRIXEREPE
FE T BE AR B0 A T RO o R, AEBERESMER ERE R RAER, IERRIH A, e RSN 1. Sk
M5, BTSRRI, O] SIS SRR . AL, R R T, R B, (HH
BB IR LR AL . BATATAE B, i M 8 B otk RS . 5 BEIRI, 72 A, SR DR Z N S AT

B WA T AR T A% CE LR8O N RE. RATIE B S T BREEMR SCRF el BRI BAh, iz g R
RS- T, MR B G RKORE AR 2023 4F K LU PR FFIRE) . AT 2023 4F o [ WP AR e e N o S B rh v AL B 3

TR A S B v XU R HE

BATHERE HMYE (00168 HK). 7 HMUR{E 2022 455 ZE0EZ 1 i AR Mgt 2022 4F 7-9 AR F LK 10.6%, 2022
EES =R ME R LK 2.8% . B BN 1) T AT 58 AR SR A R 3 e YR AR 2022 4R EE = 2R B (R RRE (M3 K 345k . 2023
G, T MU AT A 2D AR e N P AR M S A R TR A2 e T SRS AL, 2022 423 2025 4ERIAER
HEHPREREA LA D M. B MESIRE R, 2023 F5RXEMETI T RESFREAMN . SUbFF, S0l NS R,
K3 1903 FH4tiA: ME 28 510 I B AT I I 7= o WRARE [ 2278 2l Rt T BT (K 28 R TOUI, 75 K S 2022-2024 SRR IR Tt
#ik AR M 2.56 76/ 3.40 76/ 3.96 76, [AILLAr 516K 11%/ 33%/ 16%.

RATE RN ABEMETE (00291 HK) B “SEN” R, 2023-2024 4F, Hei@mapy GEMD 785 PE 2 10 7 =kY A L g 4 4y
M EY 3K, AN LT WA S s, o BT, thah, T A E R, &N ReR R A2 E MR KR,

FAITHEME 2023 F4 S BUE SRS RIS . R T ISR G I O R 3 e T R T R R A R L B iR, (]
PR AZ VR A BR A 1R T BN R BTG Y 2 T AR MR 0 AR T 3 B AT, X AREAR T a)s O it
BIF=miReg, DL “1+1. 4+4, BHER” AR b)Ll CDDS (R, #4HE R, K4z . SERIN) B E S a4 RE
FEBCEERMRE PG o) ST TS #if R : dfR@E MG, SEINERRIT . BEFRIA, EXFRmE
B AR, B B SN LR I AT R IR . AT SRS AR R B, BT LE T A TR AE o e SR AR AL 2. kAL,
et — SR AT, AFIEITIES WKk, BERCNEA NN EL. £HBTHB, Sy AR S U) [Tk
W ARI R o A, WLV AN R MR I 45 [R) K 268 P 1 B2 W ) T e T A i o FRATTTREN I gL 2022-2024 4431808 F1 43 5 9 A
[ 1.302 Ji/ 1.709 ju/ 2.128 ji. A1 62.60 HEu i) HARM X B 43.8 £/ 33.4 35/ 26.8 fi5 2022-2024 F i % H1 24.9 f%/ 19.8
%1 16.6 1% 2022-2024 4 EV/EBITDA.
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2.1.2 BMAPHFEE: BIRTIA TGS Py n s gk S g2, (BT F RS I T v A8 m H R & et 1238
TR AR SR 52 2 T B AU IR B R ATORE H 2848 K A F R —— BRI B AN AL A 35, S5 —IRUA, W2 RIEE K
Akl TIAZ 5E ER TRENE KL, Kb, AFNMRZEE R, oh, i E, Rl gER T iRk
PRI, AR TR 2 BN A 7 i S5 TH b R A% T BN LR

SRR, FATA NSk FL b 24 7] B2 8 A 55 SR I BB NI SE 00 To B T AU HLAE i S W S SR SE 48U 35 LA,
o [E L) it T 7 e S i K T A O BRI, I IR S A . RATHEER AR (02319 HK). RAMIME, £
SRIRBNH) A G KANEER RSN, RSB “ IERE—MEsd” NELKHSIE ], Hirk 2025 F49E
WL 2020 SEACT- RIS . EDITE TGS, LRI 52 i b i A Ui s AR b BERE O30T, 5220 FLL FRE & 5 - A 52 A 4
AR i BB R AR o BRI N T A o [ v AT (K RS M A . R TR B LA D A i SR R 8 1
PigEHE. REARN, AT S S TH IR DR BARIR S B FIRE 1. BA TS f% L2 E AT 2022 45 2025 4
[A]RE SEBL 23% E AR

2.2 BBFEL I BAKE AR ERKIH ) FEE

W SRIE: 2023 EHE AR, AR EEIRTE . 2023 4 2 H B E RS A E B IB E R BRATIHITL 20% 89/
W A i it —2P e CR10 £+, CR10 W#EH Sk CR3-5 &, v E ¥k 47 CR3 W& L iiah A B M 2021 4
11 40%i% 03T KA 60-70%. A —J51H, HFBEIERARASE, BATHHAT LIRS0 B BUA bR s . B AR A
A —AMEF . BART S, SRR R IS S 53R A 8 2023-2024 kS . BhAh, [H N SR A B RERIE SR
KA, TRASHERREE A R I AR AT 2023 4E4T IR0 BR s 47 4

RATTHETE (06186 HK) ¥ “FEN” P&, LEFNF, HE CEKN B S0, b EEREAmaE
BFEE . RE 2022 F FAPERIGEE L), (HREERET, ROBTEFRE KR, Hiak. PE L 9S4
FEEFEET ZOEHEATEE RSO, WEE WK R T ERE Y EES — KR . RESWER, R
FAERHE & S, I B RR B I AN F RIS, RATTO R E RS 2023 FEWCH AR R . VR RIS E
RIS OHAGEM FE R W/RIER T 2023 FyEMm#BF=, MEXT) @M. HOTMIT 2023 EFRSEHEEBE.
Mz, PETCEEREATI P TAUAL, HERKEK A E. 2023 SR IE T 58 A 1 R E BN Y. AT+ E
K#Y 2023 FA1 2024 TN [F] LIS KR . 10% 447, ZFIRE SR KR s . FRATHUN H E T RS 2022-2024 AR F)
AHIAART 0.62 70/ 0.71 70/ 0.80 76 SHEMBVIIfhE, HH EEH E RIS AT A TH M, ATEH BAR A
8.67 M, XM 11 1% 2023 K.

RIBR B AR, BTNV P SO E N 1R M 5K RIS BIZEME . 2022 4F, pqIRET S A ROEFI B A28, BRLTE
TEATERXAE, NRERERETD. RERK, BAMRBE AR EECR £ 2023 5 F AR RIE, s R R
o FRATER AN R B i A ] R F8 R S st () AH 24 K. 2023-2024 4 IHON NI 34 K35 A 288 i i T

WATHEFEFI NG (01458 HKD. JHBMSLE ) 11 S M2 kB L, sk iRk F 2022 4255 = Z 2 DRI BE R . R4
FATHIBSE P, AT RGN £ s 58 ELA S s 5 BE ) AR B R 2R 10 Sk A R IG AR SE L T S 0 8. BRATE 4 A 3
OSSR it AR B o b B 22 5 i 2 MU ORI HE S BRATTTH B J RS i3 & BT F, R OCKE [F2B [l 7. 2023
A Jo RS R LA AR 58 2 ey e P v

19 December 2022
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2.3 BBER 1. A& KPR KB

BYCRLBEE : UORMT L SR 7 SR TR, AEARKRRE A2 WL RS0 o Jr, f FE TR it A TCHE T 2 iR 34 SN W &2

IR, HEKAT W ARG B AR, mm e s CEMPE AR 2 JeAiBL D B S (R A AR 8 « PRI
BHEAHERE, #EMEE 2022 4T Pk LB 3%-5%. AN, ol i i A K 09 sk T se i sl R,
PATHBEERIHETALLIRT, SREEFEH TGRS DEEMYCR TR, ERINTERF W ME OGS . ——Th
KUK ER AR BT, R ME0H (B DRIF R MBI 0. RITHETIE T — R A, (H2 A8k
IR, 2023 SEIUFRIEE M ENR. a8 T 2 ST BB A G T SR AL, RIVERONHERI D) RE YO T RE7E b A DREF 5
IRk oA, BT EEEAMRAGREE (W PET M) RS &Ik FATHI R, BACRMT AR 22 =] 1)
BFIRE SN A 2023 SFIZBB I . B2, W THUCEHT L, BATA N HBKEAEBA JR BRI ACOR Rk, R 0K R 22 1Tt

19 December 2022

RAVGERXT P EAS (00506 HK) B “EN” 1K, AT 2022 FFWNKE A s A UG K. JATI A, 1 E 5
SUE X, L3 PN SR 5 BRI S B B T T . BRI E . HROK R RS g DRI E T O
BESEH AT D AURBOVKIRZO) . “TohE” M “ e+ RIIFa@IgR, VLR RIpEREd (I 2022 4R4fidy “ BIGED AR |

TopE TR L OFTHMR “AHIHALY Do gbAh, SRIEFE s B SE O, b E B O S A B B AR AE .
BFIZA G 2022 FHVIFFE MR RITH, EER 25 TORMEHHE SR JRATH E i fE 2023-2024 S EATF SO
PRAFFENRT 12-183 1270/ . Forb— P HI TR A it &) COFE LT #ad 9 2. Wk TH 90, 51— PR i T IRIE R s i
CRLAE I K A Bl B SEHURI R M R UKHE S KA Do AT H AR 9 3.60 #EJT, J92ET 12 5 2023 T & %

B-3: PP EERBAT 2022-2024 £ Kt H-4: FEERBHNRET 2022 £ T RERE 2024 FEBSHE

RMB bn

45 %
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RS QAL [EET L EHKIR: LA [EEE 2
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BATHEFRRLR (09633 HKD o JRAETEF NI, (R KR SIS BEBAE T I 9 PR R . J8 01 2 A RE )Wl REZ 2 PET
SR LKA BE I o AN L B 7™ i DL R AR J5) e T 37 A B SCHE AR LR A B I K . AR IR B T3 2 H 28 W AR K 2
FNIERRAN TG R M EOR . A5 T HIRB BN GRS M 848D LUR AR 4= B KR RKIRAT R, AR LR A I
FLAE o [ BRI AR AT M T3 U A o BATTIHAR IR LR 2023 4 (K E WO AR 2073 [7] LEHE K 15%A1 25%. PET
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2.4 BBER V. BEERBNILKZAEE

WA SREM R RIE: EWJRY 15 E T Rt AU RR 7 BB R K RSP 7. 2022 4, AT
Pz HI/MEF B TR AT 2023-2024 4 7 P& B R FF7E AR T 4.15 Jo/F3e bl b Zai T RS ES, 74
FRHAT I HEN — AR EE & R R, TR P BRI CR/R R, RO F= A OB JEeTH A 4 5. HAR
TR, SEME. BATH. BUFRKRRERE, O E RIS MK SO ENLE] . thah, 2022-2024 FSLEBA R T & 2%
PO, MBS T N T W3, WREENAESR, RSk EBEE BN “SBAN” i B+, RIER
ATRITRM, KRG 2E SR E A P 36 1 IE W AL 2B RS T 2021 45 2024 £ 18] 52H 15%-20% ) Z4EE S KR, RATHER
ARl (09858 HK) LA IARH L (01117 HKD.

19 December 2022

R-1: B RG BT B OISR R

2020 2021 2022E 2023E 2024E 2025E

Total Number of Dairy Cows (thousand) 5250 5850 6360 6820 7300 7700
% of Adult Dairy Cows 53.0 52.5 52.8 53.1 533 53.5
Average Annual Output of An Adult Dairy Cows (tonne per cow) 8.9 9.0 9.18 9.36 9.55 9.74
Annualized Raw Milk Production (mn tonne) 24.76 27.64 30.83 33.91 37.16 40.13
Daily Raw Milk Production ( thousand tonne) 67.8 75.7 84.5 92.9 101.8 109.9
Daily Demand From Downstream for Raw Milk (thousand tonne) 74.0 82.0 86.9 93.9 100.4 107.5
Supply-Demand Surplus (Shortage) (thousand tonne) 6.2) 6.3) (2.5) (1.0 14 2.5

PERRIR: [ 2
T GBI BT TIHE T2 NI [ A AT 19 R8T LR Fe N T 1255 BI04 1

F-2: ENLHE =
ikl DiFEES RS R DIY (%) ROE GPM OPM %
NGBS Ji ZEARAD $ Bt (" (%) (i) (%) (%) (%) =
#70) 22F  23F  24F 23F 23F 23F 23F 23F g
FW LB ZOoR -
ERITE S 09633HK  HKD 4255 478537 541 453 384 146 14 338 587 310 g
[E) RN 01876 HK ~ HKD 2445 323801 417 353 304 36 1.1 98 52.7 226 +
L -H A 00168HK  HKD 7345 133625 269 233 207 33 2.0 147 35.1 136 §
L AL 00291 HK  HKD  54.00 175,186 372 299 249 53 1.3 184 422 16.8 g
EL N4 02319HK  HKD 3460 136,850 210 188  16.1 26 16 14.9 369 6.3 £
o A 06186 HK  HKD 7.25 65855  10.6 93 84 2.1 44 234 67.3 355 g
Ak 01717HK  HKD 4.34 7,812 9.0 7.1 6.1 1.0 50 144 496 12.2 ©
f&SRA0I 09858 HK  HKD 217 8,236 9.0 4.7 35 05 0.0 18 269 187
AR 01117HK  HKD 0.96 7,599 6.1 45 35 05 37 135 29.1 16.7
TN B 00288 HK  HKD 4.63 59,404 56 56 5.2 08 8.1 13.7 19.4 79
Ut e e 00322HK  HKD 13.72 77301 245 180 153 42 6.6 243 304 6.9
Gi— gk [ 00220 HK  HKD 7.55 32611 235 184 159 2.2 57 119 315 7.0
o [ A FEE 00151 HK  HKD 5.24 62271 123 143 132 34 58 239 443 212
SEy SR 03799HK  HKD 357 48888 128 114 106 19 45 178 365 19.2
YAl 7y [ 00345HK  HKD 16.18 17326  na. 1432 615 5.1 0.1 4.0 474 29
JE SRS 01458 HK  HKD 523 12464 1113 265 194 25 22 10.7 539 12.9
H&H [ Bria ik 01112HK  HKD 16.90 10,904 118  10.1 8.9 14 36 138 61.9 13.0
HiE & 01475HK  HKD 6.49 6,774 207 177 162 16 3.0 9.1 323 17
o [ A 00506 HK ~ HKD 264 7,385 101 9.1 8.3 1.1 55 12.9 353 76
L2 09985 HK HKD 9.15 21,513 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
[Py 249 238 172 3.0 34 15.6 416 14.9
WIBFH) 355 309 258 6.5 24 20.6 474 20.6

AR Bloomberg.
M TR HE 2022 £12 /716 H.
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