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Nongfu reported 1H results with RMB4.6bn net profits (+14% YoY) and 

RMB16.6bn revenue (+9% YoY). The results were above both our and 

consensus estimates, thanks to a higher-than-expected GPM at 59.3%. Revenue 

also came in 4% above us, thanks to 50%+ growth from tea beverage. The 

strength was mainly due to new launches under Tea Pai and Oriental Leaf, which 

our previous channel checks indicated 30%+ sales growth. Meanwhile, package 

water and juice recorded 4% growth, in line with us. Function drinks revenue was 

flattish, better than a mid-teen decline as we forecasted. To reflect the above, we 

raised our 2022/23E revenue by 2.2%/ 5.7%, respectively, driven mainly by a 

~20% higher tea beverage revenue. We also lift our GPM by 0.4pp/ 1.0pp, and 

these in aggregate translate to a 15%/ 18% increase in our net profits, 
respectively. We remain BUY-rated. 

 A steady 2H outlook. The strong growth in tea beverages in 1H was mainly 

due to new launches/ flavors of Oriental Leaf and Tea Pai, which received 

good feedback from young consumers. We expect the strong momentum to 

continue in 2H. Meanwhile, packaged water could recover, especially for 

small bottles, should there be no further large-scale lockdowns. Juices could 

accelerate but functional beverages likely remain under pressure, in our view, 
as the resumption of outdoor activities should be gradual.  

 2H guidance largely unchanged. Management maintained DD sales 

growth target for 2022E, while expecting cost pressure to increase in 2H, due 

to the clear-up of lower-cost PET inventory and rising oil prices, which could 

lead to a GPM at 56-57% (2021: 59.5%) for the full 2022E. The company will 

keep controlling selling expenses in 2H, which could partially compensate the 

margin pressure from raw mat cost increase, in our view. 

 Four out of five business segments recorded positive growth in 1H22, with 

tea beverage/ packaged water/ juices/ functional beverage growing +51.6%/ 

+4.8%/ +4.2%/ +0.9% YoY, respectively. The pandemic has weighed 

significantly on functional beverages and disrupted the steady momentum of 
packaged water, especially small bottles, in 1Q. 

 Valuation. Upon our earnings changes, our revised TP is based on 60.0x 

(from 65.0x) mid-23E P/E which still represents +1sd above 2-year average 

since IPO. 

 

Earnings summary 
(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E 

Revenue (RMB mn) 22,877 29,696 33,622 40,266 47,111 

YoY growth (%)  (4.8)  29.8   13.2   19.8   17.0  

Net income (RMB mn)  5,277   7,162   8,175   9,816   12,040  

EPS (RMB)  0.5   0.6   0.7   0.9   1.1  

YoY growth (%)  6.6   35.7   14.1   20.1   22.7  

Consensus EPS (RMB) na na  0.7   0.8   1.0  

P/E (x) na na  60.0   50.0   40.7  

P/B (x) na na  19.9   16.2   13.1  

Div yield (%) na na  0.9   1.1   1.4  

ROE (%)  34.1   35.8   33.2   32.4   32.1  

Net gearing (%)  Net cash   Net cash   Net cash   Net cash   Net cash  

   Source: Company data, Bloomberg, CMBIGM estimates  

Nongfu Spring (9633 HK) 

 

 

1H22 beat on GPM; tea beverage should continue to 

drive growth over 2H 
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Figure 1: Earnings revision 

  New   Old   Diff (%)  

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 33,622 40,266 47,111 32,912 38,077 43,413 2.2% 5.7% 8.5% 

Gross Profit 19,188 23,445 28,286 18,643 21,785 25,458 2.9% 7.6% 11.1% 

EBIT 9,606 12,049 14,954 8,803 10,400 12,477 9.1% 15.9% 19.8% 

Net profit 8,175 9,816 12,040 7,093 8,326 9,929 15.2% 17.9% 21.3% 

EPS (RMB) 0.73 0.87 1.07 0.63 0.74 0.88 15.2% 17.9% 21.3% 

Gross Margin 57.1% 58.2% 60.0% 56.6% 57.2% 58.6% 0.4ppt 1ppt 1.4ppt 

EBIT Margin 28.6% 29.9% 31.7% 26.7% 27.3% 28.7% 1.8ppt 2.6ppt 3ppt 

Net Margin 24.3% 24.4% 25.6% 21.6% 21.9% 22.9% 2.8ppt 2.5ppt 2.7ppt 

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 33,622 40,266 47,111 33,994 39,831 46,071 -1.1% 1.1% 2.3% 

Gross Profit 19,188 23,445 28,286 19,233 23,059 26,652 -0.2% 1.7% 6.1% 

EBIT 9,606 12,049 14,954 9,576 11,827 13,808 0.3% 1.9% 8.3% 

Net profit 8,175 9,816 12,040 7,377 9,025 10,523 10.8% 8.8% 14.4% 

EPS (RMB) 0.73 0.87 1.07  0.68   0.82   0.96  7.7% 6.8% 12.1% 

Gross Margin 57.1% 58.2% 60.0% 56.6% 57.9% 57.8% 0.5ppt 0.3ppt 2.2ppt 

EBIT Margin 28.6% 29.9% 31.7% 28.2% 29.7% 30.0% 0.4ppt 0.2ppt 1.8ppt 

Net Margin 24.3% 24.4% 25.6% 21.7% 22.7% 22.8% 2.6ppt 1.7ppt 2.7ppt 

Source: Company data, CMBIGM estimate 

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 22,877 29,696 33,622 40,266 47,111   Net income 5,277 7,162 8,175 9,816 12,040 

Packaged drinking water 

products 
13,960 17,058 19,262 21,761 25,275   Depreciation and 

amortization 
1,925 2,227 2,442 2,658 2,873 

Tea beverage products 3,088 4,579 6,319 9,023 11,044   Change in working capital 698 (861) (420) (424) (356) 

Functional beverage 

products 
2,792 3,695 3,517 4,304 4,829   Others 529 - (0) - - 

Juice beverage products 1,977 2,614 2,748 3,224 3,617   Net cash from operating 

activities 
8,429 8,528 10,197 12,050 14,557 

               

Gross profit 13,508 17,656 19,188 23,445 28,286   Capex & investments (2,279) (2,359) (2,358) (2,357) (2,356) 

        Acquisition - - - - - 

Selling and distribution 

expense 
(5,511) (7,233) (7,800) (9,261) (10,836)   Others (2,377) - - - - 

Administrative expenses (1,324) (1,751) (1,782) (2,134) (2,497)   Net cash from investing 

activities 
(4,657) (2,359) (2,358) (2,357) (2,356) 

Other expense 78 418 433 483 740          

Operating profit 6,917 9,077 10,346 12,489 15,394   Equity raised 8,543 - - - - 

        Change of  Debts 1,414 (2,414) - - - 

EBITDA 8,599 10,899 12,048 14,707 17,827   Dividend paid (7,980) (2,639) (3,581) (4,087) (4,908) 

        Others (261) (0) - - - 

Finance costs, net 69 278 331 331 331   Net cash from financing 

activities 
1,716 (5,053) (3,581) (4,087) (4,908) 

JCE - - - - -          

Pre-tax profit 6,986 9,354 10,676 12,820 15,725   Net change in cash 5,488 1,116 4,258 5,605 7,293 

               

Income tax (1,709) (2,192) (2,502) (3,004) (3,685)  Cash at the beginning of the year 783 6,056 7,172 11,430 17,035 

Less: Minority interests - - - - -   Exchange difference (215) - - - - 

Net profit 5,277 7,162 8,175 9,816 12,040   Cash at the end of the year 6,056 7,172 11,430 17,035 24,328 

        Plus: time deposits 3,063 3,063 3,063 3,063 3,063 

             

                          

                          

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 13,668 13,800 13,716 13,415 12,898   Sales mix (%)      

Fixed assets 12,592 12,692 12,582 12,262 11,732   Packaged water 61.0 57.4 57.3 54.0 53.7 
Intangibles assets 58 55 50 43 34   Tea beverage 13.5 15.4 18.8 22.4 23.4 
Right-of-use assets 695 730 760 787 809   Functional beverage 12.2 12.4 10.5 10.7 10.3 
Other non-current assets 324 324 324 324 324   Juice 8.6 8.8 8.2 8.0 7.7 
              
Current assets 12,192 14,423 19,323 25,578 33,415   P&L ratios (%)      
Cash 9,119 10,235 14,492 20,098 27,391   Gross profit margin 59.0 59.5 57.1 58.2 60.0 
Account receivable 358 952 1,139 1,328 1,486   Operating margin 30.2 30.6 30.8 31.0 32.7 
Inventory 1,805 2,326 2,782 3,242 3,628   Pre-tax margin 30.5 31.5 31.8 31.8 33.4 
Other current assets 910 910 910 910 910   Net margin 23.1 24.1 24.3 24.4 25.6 
        Effective tax rate (7.5) (7.4) (7.4) (7.5) (7.8) 

Current liabilities 9,825 7,665 7,888 8,112 8,301   Balance sheet ratios      
Borrowings 2,414 - - - -   Current ratio (x) 0.7 0.7 0.7 0.8 0.8 
Accounts payable 882 1,136 1,359 1,584 1,772   Net receivable days 28.8 28.8 28.8 28.8 28.8 
Other payables 4,260 4,260 4,260 4,260 4,260   Net payable days 34.4 34.4 34.4 34.4 34.4 
Contract liabilities 2,247 2,247 2,247 2,247 2,247   Inventory turnover days 70.4 70.4 70.4 70.4 70.4 
Other current liabilities 21 21 21 21 21   Net debt / equity ratio (%) Net cash Net cash Net cash Net cash Net cash 

              

Non-current liabilities 542 542 542 542 542   Returns (%)      

Borrowings - - - - -   ROE 34.1 35.8 33.2 32.4 32.1 

Other non-current liabilities 542 542 542 542 542   Dividend yield na na 0.9 1.1 1.4 

        Per share      

Minority Interest - - - - -   EPS (RMB) 0.47 0.64 0.73 0.87 1.07 

        DPS (RMB) 0.23 0.32 0.36 0.44 0.54 

Total net assets 15,492 20,016 24,609 30,338 37,470   BVPS (RMB) 1.38 1.78 2.19 2.70 3.33 

Shareholders' equity 15,492 20,016 24,609 30,338 37,470   EV/ EBITDA (x) na 39.1 35.0 28.3 22.9 

              
Source: Company data, CMBIS estimates 
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