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Our view to dairy segment’s outlook remains mediocre, as we believe players 

should in general share less sensitivity to the reopening theme relative to their 

peers in the beer and cosmetics segment, respectively. That said, we see trading 

opportunity on Mengniu into results season. This would mainly be underpinned 

by 1) an easy and stabilizing earnings expectation (for both 2H22 and 2023E), 

when we see subdued downside risk to current consensus estimates, and 2) a 

moderately lagging valuation to peers who have already been re-rated on 

reopening sentiment. Our call does not indicate any preference changes in our 

structural picks. Instead, we argue the stock could play near term catch-up 

catalyzed by this expectation mismatch, when a likely in line 2H could refresh 

market expectation, despite any earnings miss last year (which looks to be not 

uncommon as we observed). We are buy-rated on Mengniu and in the long term, 

we stick to CR Beer (291HK, Buy), Proya (603605CH, Buy) and CTGDF 

(601888CH, Buy) as our preferred quality plays around this early-staged 
consumption-led recovery. 

 2H22 preview. We forecast revenue to grow at 6.7% YoY (or down 5.5% 

HoH). Given a HSD growth for 3Q, this implies that of 4Q would only be a 

LSD one, when November sales was hardly hit by lockdowns. Meanwhile, we 

expect recurring drags, such as a downgrading mix and rising raw material 

costs, to continue to weigh on GPM. This should put the number to decline 

YoY and HoH to 34.8% on our estimates. On a positive note, we do not 

envisage any one-off inventory clearance cost to linger (about 1.0pp erosion 

to 1H22 GPM), and this should set stage for an earnings recovery over 

1H23E. Separately, we look for a YoY flat recurring EBIT margins (ex-

educational surcharge) at 6.7% for FY22E, and this implies that of 2H to be 
7.1%, expanding by 1.1pp YoY and 0.8pp HoH, respectively.   

 Earnings change. We cut our 2H revenue by 2.4% mainly to reflect a weak 

November in 2022. We also lower our 2H GP by 3.2% to factor-in the above. 

These explain a 2.9% cut in net profits. Extrapolation of these assumptions 

has led to an average 3.5% and 4.9% cut in our 2023/24E revenue/net profits, 
respectively. Our estimates are now largely in line with consensus. 

 Valuation. Upon our earnings change, our new TP is based on an 

unchanged 26.0x but rolled-forward end-23E P/E, which represents its long 

term average. 
 

Earnings Summary 

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E 

Revenue (RMB mn) 76,035 88,141 92,802 102,393 114,048 

YoY growth (%) (3.8) 15.9 5.3 10.3 11.4 

Net income (RMB mn) 3,525 5,026 5,898 6,771 7,938 

EPS (RMB) 0.9 1.3 1.5 1.7 2.0 

YoY growth (%) (7.6) 42.0 17.3 14.8 17.2 

Consensus EPS (RMB) n.a n.a 1.5 1.8 2.1 

P/E (x) n.a n.a 20.7 18.0 15.4 

P/B (x) n.a n.a 2.9 2.6 2.3 

Div yield (%) n.a n.a 1.5 1.7 2.0 

ROE (%) 9.5 12.0 12.6 13.0 13.7 

Net gearing (%) 19.4 28.2 20.9 8.6 Net cash 

   Source: Company data, Bloomberg, CMBIGM estimates  

Mengniu Dairy (2319 HK) 
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Figure 1: Earnings revision 

  New   Old   Diff (%)  

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 92,802 102,393 114,048 95,060 105,988 118,303 -2.4% -3.4% -3.6% 

Gross Profit 33,130 37,066 41,856 34,222 38,898 44,009 -3.2% -4.7% -4.9% 

Recurring EBIT 6,205 7,460 8,880 6,394 7,905 9,705 -3.0% -5.6% -8.5% 

Net profit 5,898 6,771 7,938 6,075 7,120 8,342 -2.9% -4.9% -4.8% 

EPS (RMB) 1.49 1.71 2.00 1.53 1.79 2.10 -2.9% -4.7% -4.7% 

Gross Margin 35.7% 36.2% 36.7% 36.0% 36.7% 37.2% -0.3ppt -0.5ppt -0.5ppt 

EBIT Margin  6.7% 7.3% 7.8% 6.7% 7.5% 8.2% 0.0ppt -0.2ppt -0.4ppt 

Net Margin 6.4% 6.6% 7.0% 6.4% 6.7% 7.1% 0.0ppt -0.1ppt -0.1ppt 

Source: Company data, CMBIGM estimates 

Figure 2: CMBIGM estimates vs consensus 

  CMBIGM  Consensus  Diff (%)  

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 92,802 102,393 114,048 93,531 106,576 116,048 -0.8% -3.9% -1.7% 

Gross Profit 33,130 37,066 41,856 34,135 39,258 42,906 -2.9% -5.6% -2.4% 

Recurring EBIT 6,205 7,460 8,880 6,390 7,654 9,105 -2.9% -2.5% -2.5% 

Net profit 5,898 6,771 7,938 5,826 6,612 7,815 1.2% 2.4% 1.6% 

EPS (RMB) 1.49 1.71 2.00 1.47 1.67 1.97 1.1% 2.2% 1.5% 

Gross Margin 35.7% 36.2% 36.7% 36.5% 36.8% 37.0% -0.8ppt -0.6ppt -0.3ppt 

EBIT Margin 6.7% 7.3% 7.8% 6.8% 7.2% 7.8% -0.1ppt 0.1ppt -0.1ppt 

Net Margin 6.4% 6.6% 7.0% 6.2% 6.2% 6.7% 0.1ppt 0.4ppt 0.2ppt 

Source: Company data, CMBIGM estimates 

Figure 3: 12M forward P/E band 

 

Source: Company data, Bloomberg, CMBIGM estimates 
 

Figure 4: 12M trailing P/B band 

 
Source: Company data, Bloomberg, CMBIGM estimates 
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Financial Summary 

Income statement             Cash flow summary           

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E   YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E 

Revenue 76,035 88,141 92,802  102,393  114,048    Net income 3,525 5,026 5,898  6,771  7,938  

Liquid Milk 67,751 76,514 80,084  88,483  99,184    D&A 2,042 2,396 2,652  2,752  2,852  

Others 8,284 11,627 12,718  13,910  14,865    Change in working capital 967 1,459 (3,519) (546) (663) 
        Others (1,187) (1,336) (1,139) (1,527) (1,562) 

Gross profits 28,629 32,390 33,130  37,066  41,856    Net cash fr. operating act. 5,348 7,545 3,892  7,451  8,565  
              

D&A (2,042) (2,396) (2,652) (2,752) (2,852)   Capex & investments (611) (565) (640) (640) (640) 

Selling expense (21,541) (23,488) (23,665

) 

(26,008

) 

(28,968

) 

  Acquisition (26) (830) -    -    -    

Administration expenses (2,915) (3,524) (3,805) (4,198) (4,676)   Others 5,459 (14,045

) 

657  421  421  

Other operating expenses (1,783) (1,629) (1,600) (1,000) (1,000)   Net cash fr. investing act. 4,822 (15,440

) 

17  (219) (219) 

Others 3,029 3,780 5,052  4,352  4,452          

EBIT 3,377 5,132 6,461  7,460  8,811    Equity raised - - -    -    -    

        Change of Debts (3,926) 8,013 -    -    -    

EBITDA 5,419 7,529 9,113  10,213  11,664    Dividend paid (885) (1,282) (1,637) (1,898) (2,204) 

        Others 241 42 -    -    -    

Finance costs, net (572) (743) (743) (743) (743)   Net cash fr. financing act. (4,571) 6,773 (1,637) (1,898) (2,204) 

Non-operating 

income/(expense) 

1,350 1,479 1,477  1,543  1,614          

Pre-tax profit 4,155 5,868 7,195  8,260  9,683    Net change in cash 5,599 (1,123) 2,272  5,334  6,142  

        Cash at the beginning of the year 5,970 12,351 10,981  13,253  18,587  

Income tax (653) (905) (1,109) (1,273) (1,493)   Exchange difference (172) (11) -    -    -    

Less: Minority interests 23 62 (188) (216) (253)   Cash at the end of the year 11,397 11,217 13,253  18,587  24,729  

Net profit 3,525 5,026 5,898  6,771  7,938    Less: pledged cash - - -    -    -    

             

                          

                          

Balance sheet             Key ratios           

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E   YE 31 Dec FY20A FY21A FY22E FY23E FY24E 

Non-current assets 48,640 67,081 66,325  65,534  64,715    Sales mix (%)      

PP&E/Fixed assets 12,547 17,335 15,800  14,224  12,607    Liquid Milk 89.1 86.8 86.3  86.4  87.0  

Goodwill 4,883 4,858 4,858  4,858  4,858    Others 10.9 13.2 13.7  13.6  13.0  

Deferred tax assets 1,277 1,561 1,561  1,561  1,561          

Other non-current assets 29,933 43,327 44,105  44,890  45,689    P&L ratios (%)      
        Gross margin 37.7 36.7 35.7  36.2  36.7  

Current assets 31,507 31,020 33,657  40,094  47,576    Operating margin 4.4 5.8 7.0  7.3  7.7  

Cash 11,397 11,217 13,253  18,587  24,729    Pre-tax margin 5.5 6.7 7.8  8.1  8.5  

Account receivable 2,927 4,160 4,380  4,832  5,382    Net margin 4.6 5.7 6.4  6.6  7.0  

Inventory 5,512 6,485 6,866  7,517  8,307    Effective tax rate (15.7) (15.4) (15.4) (15.4) (15.4) 

Other current assets 11,670 9,158 9,158  9,158  9,158          
        Balance sheet analysis      

Current liabilities 26,144 29,072 26,154  26,711  27,389    Current ratio (x) 0.4 0.4 0.4  0.5  0.5  

Borrowings 4,924 4,265 4,265  4,265  4,265    Net receivable days 14.1 17.2 17.2  17.2  17.2  

Account payables 7,969 8,804 5,885  6,443  7,120    Inventory turnover days 42.4 42.5 42.0  42.0  42.0  

Other payables 8,326 11,737 11,737  11,737  11,737    Net payable days 38.3 36.5 36.0  36.0  36.0  

Lease liabilities 4,924 4,265 4,265  4,265  4,265    Net debt to equity (%) 19.4 28.2 20.9  8.6  Net 

cash                
Non-current liabilities 16,754 27,030 27,030  27,030  27,030    Returns (%)      

Borrowings 13,696 18,786 18,786  18,786  18,786    ROE 9.5 12.0 12.6  13.0  13.7  

Deferred tax liabilities 2,280 2,456 2,456  2,456  2,456    Dividend yield  N/A N/A 1.5  1.7  2.0  

Other non-current liabilities 779 5,787 5,787  5,787  5,787          
        Per share      

Minority Interest 4,265 5,174 5,362  5,577  5,830    EPS (RMB) 0.9 1.3 1.5  1.7  2.0  
        DPS (RMB) 0.3 0.4 0.4  0.5  0.6  

Total net assets 37,248 41,999 46,798  51,886  57,873    BVPS (RMB) 8.3 9.3 10.4  11.7  13.1  

Shareholders' equity 32,983 36,826 41,437  46,309  52,043    EV/ EBITDA N/A N/A 14.5  12.4  10.3  

             
Source: Company data, CMBIS estimates   
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