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Kweichou Moutai (600519 CH)

20Q ReVv/NP +20.4/21.0% as pre-announced

Moutai announced 2Q results that matched with its pre-announcement, and we
do not expect the numbers to be eventful to near term share price. While Moutai
has been a laggard of the recent baijiu sector rally in response to a positive market
takeaway from the recent politburo meeting, the company remains a solid
defensive name which shields itself from any malignant price competition through
its brand scarcity. Our recent channel check with distributors indicated that prices
of sealed/unpacked Feitian Moutai steadied at RMB2,940/2,740 per bottle by
end-July, largely unchanged from that we observed in early June, not to mention
a healthy 15-day inventory level. Forward-looking into 3Q in which gifting season
begins with the Mid-Autumn festival, we see every reason for Moutai to sustain
its high-teen growth trajectory. We remain Buyer of Moutai.

Key 2Q results takeaway

®  2Q revenue booked RMB31.6bn, up 20.4%, compared to 18.7% in 1Q
and 19.0% in the pre-announcement. This was mainly driven by 21.0%
growth in both Moutai and Series liquor sales. Assuming a high single
digit volume growth, we attribute the predominant growth driver to ASP
uplift. 2Q GPM stood at 91%.

®  Production wise, in our view, the growing Series spirit contribution should
comprehend Moutai’'s competitiveness in the entry high-end segment,
while alleviating the growth bottleneck of Moutai spirit.

B We believe 2H outlook is positive with relatively more gifting scenarios
and increased corporate procurement needs along with further macro
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Share Performance
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Earnings Summary
(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E
Revenue (RMB mn) 109,464 127,554 150,035 173,305 197,151
YoY growth (%) 11.7 16.5 17.6 15.5
Net profit (RMB mn) 52,460.1 62,716.2 74,450.6 86,749.6 99,392.3
EPS (Reported) (RMB) 41.76 49.93 59.27 69.06 79.12
YoY growth (%) 12.3 19.6 18.7 16.5
Consensus EPS (RMB) na na 58.55 68.90 79.90
P/E (x) 47.2 36.0 317 27.2
P/B (x) 13.1 11.4 9.9 8.2
Yield (%) 1.1 1.2 1.4 1.6
ROE (%) 29.9 32.4 34.1 32.8
Net gearing (%) net cash net cash net cash net cash net cash
Source: Company data, Bloomberg, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Earnings revisions

New Old Diff (%)
RMB mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E
Revenue 150,035 173,305 197,151 149,786 172,710 NA 0.2% 0.3% NA
Gross Profit 138,903 160,972 183,605 139,270 161,021 NA -0.3% 0.0% NA
EBIT 102,509 118,933 135,782 104,098 120,466 NA -1.5% -1.3% NA
Net profit 74,451 86,750 99,392 74,579 86,626 NA -0.2% 0.1% NA
Gross Margin 92.6% 92.9% 93.1% 93.0% 93.2% NA -0.4ppt -0.3ppt NA
EBIT Margin 68.3% 68.6% 68.9% 69.5% 69.8% NA -1.2ppt -1.1ppt NA
Net Margin 49.6% 50.1% 50.4% 49.8% 50.2% NA -0.2ppt -0.1ppt NA

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E
Revenue 150,035 173,305 197,151 148,435 171,777 196,832 1.1% 0.9% 0.2%
Gross Profit 138,903 160,972 183,605 137,302 158,253 181,759 1.2% 1.7% 1.0%
Operating Profit 102,509 118,933 135,782 103,799 121,187 140,314 -1.2% -1.9% -3.2%
Net profit 74,451 86,750 99,392 73,863 86,599 100,216 0.8% 0.2% -0.8%
Gross Margin 92.6% 92.9% 93.1% 92.5% 92.1% 92.3% 0.1ppt 0.8ppt 0.8ppt
Operating Margin 68.3% 68.6% 68.9% 69.9% 70.5% 71.3% -1.6ppt -1.9ppt -2.4ppt
Net Margin 49.6% 50.1% 50.4% 49.8% 50.4% 50.9% -0.1ppt -0.4ppt -0.5ppt

Source: Company data, CMBIGM estimates

Figure 3: 12M forward P/E band Figure 4: 12M trailing P/B band
(*) " o 1-yr fwvdl P/E LT average e -2SD gg :12-)érDtrailing P/B L]'-I'S%verage
80 -1SD +1SD e +2SD +1SD — 125D
70 22
60 19
50 - A 16 Ak -A

° i L WY ° A VY
LA e X 0 k. NN M
20 w il ;W r -

MO0 O0 00 dddd NN NNMMM

SOdSAANSININININNINANA YRR3R IIIININNRCY

S80S 585058505585 0558585085585 B i S

=) © =) [ =) [ ) © =) ] ] S5 O o 35 O o 35S o o 35 O o 35 0 o S

On < On < On< On< On< -ﬁong-ﬂogq:'ﬁog('ﬂog('—)og('—:
Source: Company data, Bloomberg, CMBIGM Source: Company data, Bloomberg, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2



CME INTERNATIONAT

3 Aug 2023 @:_#Eﬁﬁv

Financial Summary

INCOME STATEMENT

YE 31 Dec (RMB mn)

Revenue 97,993 109,464 127,554 150,035 173,305 197,151
Cost of goods sold (8,265) (9,157) (10,199) (11,132) (12,333) (13,546)
Gross profit 89,728 100,307 117,355 138,903 160,972 183,605
Operating expenses (23,275) (26,554) (30,941) (36,394) (42,039) (47,823)
Selling expense (16,434) (18,042) (21,794) (25,635) (29,610) (33,685)
Admin expense (6,840) (8,512) (9,147) (10,760) (12,428) (14,138)
Gain/loss on financial assets at FVTPL 5 2) 0 0 0 0
Other gains/(losses) (71) (13) (15) 0 0 0
EBITDA 67,704 75,217 88,010 104,130 120,876 138,085
Depreciation (1,196) (1,345) (1,444) (1,621) (1,943) (2,303)
Other amortisation (121) (135) (168) 0 0 0
EBIT 66,387 73,738 86,399 102,509 118,933 135,782
Interest income 279 945 1,475 1,377 1,683 2,038
Interest expense 0 (14) (12) 0 0 0
Foreign exchange gain/loss 0 0 0 0 0 0
Other income/expense (425) (144) (90) (154) (154) (154)
Others (44) 3 (72) (75) (79) (83)
Pre-tax profit 66,197 74,528 87,701 103,657 120,383 137,584
Income tax (16,674) (18,808) (22,326) (26,388) (30,646) (35,025)
Minority interest (2,826) (3,260) (2,659) (2,818) (2,987) (3,167)
Net profit 46,697 52,460 62,716 74,451 86,750 99,392
Core net profit 47,015 52,568 62,783 74,565 86,864 99,507
Gross dividends 24,236 27,228 27,227 32,321 37,661 43,149
BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec (RMB mn)

Current assets 185,652 220,766 216,611 259,028 308,821 365,356
Cash & equivalents 154,291 186,878 174,447 213,125 258,155 309,876
Account receivables 2,466 422 1,056 1,242 1,434 1,632
Inventories 28,869 33,394 38,824 42,376 46,947 51,564
Other current assets 27 72 2,284 2,284 2,284 2,284
Non-current assets 27,744 34,403 37,753 43,405 49,703 56,633
PP&E 18,673 19,794 21,951 26,571 31,838 37,738
Intangibles 4,817 6,208 7,083 8,114 9,145 10,176
Other non-current assets 4,254 8,400 8,719 8,719 8,719 8,719
Total assets 213,396 255,168 254,365 302,432 358,523 421,988
Current liabilities 45,674 57,914 49,066 52,186 56,200 60,256
Short-term borrowings 0 0 0 0 0 0
Account payables 29,822 34,510 34,103 37,223 41,238 45,293
Other current liabilities 15,852 23,404 14,963 14,963 14,963 14,963
Non-current liabilities 1 296 334 334 334 334
Long-term borrowings 1 296 334 334 334 334
Total liabilities 45,675 58,211 49,400 52,520 56,535 60,591
Share capital 1,256 1,256 1,256 1,256 1,256 1,256
Retained earnings 157,769 185,860 193,825 235,954 285,043 341,286
Other reserves 2,297 2,423 2,426 2,426 2,426 2,426
Total shareholders equity 161,323 189,539 197,507 239,636 288,725 344,968
Minority interest 6,398 7,418 7,458 10,276 13,264 16,430
Total equity and liabilities 213,396 255,168 254,365 302,432 358,523 421,988

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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2021A 2022A 2023E 2024E 2025E

YE 31 Dec (RMB mn)

Operating

Profit before taxation 66,197 74,528 87,701 103,657 120,383 137,584
Depreciation & amortization 1,317 1,480 1,611 1,621 1,943 2,303
Tax paid (16,674) (18,808) (22,326) (26,388) (30,646) (35,025)
Change in working capital 857 7,860 (29,127) (618) (748) (759)
Others (29) (1,032) (1,163) 0 0 0
Net cash from operations 51,669 64,029 36,699 78,272 90,931 104,103
Investing

Capital expenditure (2,090) (3,409) (5,307) (6,242) (7,210) (8,202)
Acquisition of subsidiaries/ investments 0 2 0 0 0 0
_Net proceeds from disposal of short-term 0) (2,150) (210) 0 0 0
investments

Others 304 (6) (21) (1,031) (1,031) (1,031)
Net cash from investing (1,805) (5,562) (5,537) (7,273) (8,241) (9,233)
Financing

Dividend paid (24,236) (27,228) (27,227) (32,321) (37,661) (43,149)
Share repurchases 0 0 0 0 0 0
Others 108 664 (30,197) 0 0 0
Net cash from financing (24,128) (26,564) (57,425) (32,321) (37,661) (43,149)
Net change in cash

Cash at the beginning of the year 121,004 146,741 178,641 152,379 191,057 236,087
Exchange difference 0 2) 1 0 0 0
Others 25,737 31,900 (26,262) 38,678 45,030 51,721
Cash at the end of the year 146,741 178,641 152,379 191,057 236,087 287,808
GROWTH 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Revenue 10.3% 11.7% 16.5% 17.6% 15.5% 13.8%
Gross profit 10.4% 11.8% 17.0% 18.4% 15.9% 14.1%
EBITDA 12.3% 11.1% 17.0% 18.3% 16.1% 14.2%
EBIT 12.5% 11.1% 17.2% 18.6% 16.0% 14.2%
Net profit 13.3% 12.3% 19.6% 18.7% 16.5% 14.6%
PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Gross profit margin 91.6% 91.6% 92.0% 92.6% 92.9% 93.1%
EBITDA margin 69.1% 68.7% 69.0% 69.4% 69.7% 70.0%
Return on equity (ROE) 31.4% 29.9% 32.4% 34.1% 32.8% 31.4%
GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Current ratio (x) 4.1 3.8 4.4 5.0 55 6.1
Receivable turnover days 9.2 14 3.0 3.0 3.0 3.0
Inventory turnover days 1,274.9 1,331.0 1,389.4 1,389.4 1,389.4 1,389.4
Payable turnover days 1,317.0 1,375.5 1,220.4 1,220.4 1,220.4 1,220.4
VALUATION 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

P/E 39.6 47.2 36.0 31.7 27.2 23.8
P/E (diluted) 39.6 47.2 36.0 31.7 27.2 23.8
P/B 115 13.1 114 9.9 8.2 6.8

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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CME INTERNATIONAT

3 Aug 2023 @_ﬁﬁ@ﬁ

Disclosures & Disclaimers

Analyst Certification

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.

CMBIGM 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 CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

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. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that 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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is 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 CMBIGM 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.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM 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 CMBIGM 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 CMBIGM 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 CMBIGM.

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 (l)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 (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities
and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law.
Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5



