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3Q preview: flattish rev/EBITDA growth 

 

 

We further trim our 2023E revenue/net profit by 5.8%/5.2%, respectively, to 
factor in ex ante a potentially dull quarter for Bud APAC. Numerically, we look 
for a LSD% decline to flattish growth with net sales for the quarter reaching 
US$1.8bn, followed by a relatively flattish EBITDA growth. By region, we 
forecast sales of APAC West to stand at US$1.5bn, and that of China likely to 
fall by a LSD%. According to our channel check, the trajectory should look 
similar to peers’, such as CR Beer (flattish to LSD% growth) and Tsingtao 
(MSD% decline), due to headwinds in common such as a high base and impact 
from an unfavourable weather. The trend of premiumization should remain intact 
with a MSD% ASP increase but the strength likely being offset by hiccups in 
shipment. For APAC East, S. Korea continues to be a drag with a MSD% to 
HSD% sales decline in our estimates. We do not expect a notable improvement 
until 2Q24E, following Bud APAC’s 6.9% price hike in the region initiated on 
October 4. Overall, we concur that declining raw material prices should help 
maintain profitability amid in a slower growth environment, and operating 
efficiency will look incrementally meaningful to margins into 2024E. Reiterate 
HOLD.  

 More about recent price hike in S. Korea. Oriental Brewery (OB) 
announced to lift up the factory prices of its beer products by up to 6.9% 
starting from October 11. According to the news, the hike is predominantly 
driven by elevating raw material costs and logistical expenses, upon the 
rising global oil prices. The move came in with an exception for the canned 
Cass 500ml SKU, the best-seller among S. Korea households. Meanwhile, 
major local competitor Lotte Chilsung Beverage said that it has no specific 
plans to follow suit at the moment. 

 Renewed strategy in S. Korea. We attribute S. Korea’s weakness to price 
hikes initiated on premium brands in response to the 3.57% excise tax rate 
levied since April. While other brands have started following, price gap 
among brands began to narrow over the summer. For mainstream brands 
in the region, Bud APAC debuted new SKUs with refreshed packaging. 

 Valuation. Our revise TP to HK$16.8 (from HK$18.6) based on an updated 
15.0x (from previously 16.0x) end-23E EV/EBITDA which still represents -
1SD below 3-year average. Our methodology reflects the decelerating S. 
Korea momentum until we see hints of an operational turn-around. 
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Stock Data   
Mkt Cap (HK$ mn) 197,505.6 

Avg 3 mths t/o (HK$ mn) 143.9 

52w High/Low (HK$) 27.00/14.94 

Total Issued Shares (mn) 13219.9 

Source: FactSet   
 

Shareholding Structure  

AB Inbev Brewing Co APAC ltd 87.2% 

JPMorgan Chase & Co 1.0% 

Source: HKEx   
 

Share Performance 

 Absolute Relative 

1-mth -11.2% -10.2% 

3-mth -18.3% -12.4% 

6-mth -38.8% -28.7% 

Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 

 
 
Related reports: 
 
1. Mengniu Dairy (2319 HK) – 1H core rev/np 
+3%/10%; a surprising beat – 1 Sep 2023 
(link) 
  
2. Nongfu Spring (9633 HK) – 1H rev/np 
+23%/25%; a neat beat on tea beverage – 31 
Aug 2023 (link) 
 
3. Yili Industrial (600887 CH) – 2Q rev/np 
+1%/3%; all eyes on cost savings – 30 Aug 
2023 (link) 
 
4. Tsingtao Brewery (168 HK) – 2Q rev/np 
+8%/14% on recurring strengths – 29 Aug 
2023 (link) 
 
5. CR Beer (291 HK) – 1H rev/EBIT 
+13%/26%; Heineken grew 60% - 21 Aug 
2023 (link) 
 
6. Budweiser APAC (1876 HK) – 2Q organic 
sales +15%; overall a mix bag but we see 
China strength a good trade - 4 Aug 2023 
(link) 

 

Earnings Summary      

(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E 

Revenue (US$ mn) 6,788 6,478 6,783 7,277 7,829 

  YoY growth (%) 21.5 (4.6) 4.7 7.3 7.6 

Adjusted net profit (US$ mn) 980.0 859.0 971.5 1,093.0 1,220.4 

  YoY growth (%) 75.9 -12.3 13.1 12.5 11.6 

EPS (Adjusted) (US$ cents) 7.19 6.91 7.34 8.26 9.22 

Consensus EPS (US$ cents) na na 7.70 9.30 10.66 

P/E (x) 41.0 39.7 26.0 23.1 20.7 

P/B (x) 3.5 3.4 2.2 2.1 2.0 

Yield (%) 1.0 1.4 2.1 2.4 2.6 

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

Source: Company data, Bloomberg, CMBIGM estimates 

https://koreajoongangdaily.joins.com/news/2023-10-04/business/industry/Oriental-Brewery-increases-beer-prices-as-expenses-escalate/1882957
https://www.cmbi.com.hk/article/8754.html?lang=cn
https://www.cmbi.com.hk/article/8736.html?lang=cn
https://www.cmbi.com.hk/article/8721.html?lang=cn
https://www.cmbi.com.hk/article/8711.html?lang=cn
https://www.cmbi.com.hk/article/8640.html?lang=cn
https://www.cmbi.com.hk/article/8572.html?lang=cn
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Figure 1: Earnings revisions 

   New     Old     Diff (%)   

USD mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue 6,783 7,277 7,829 7,200 7,763 8,409 -5.8% -6.3% -6.9% 

Gross profit 3,493 3,821 4,189 3,708 4,076 4,499 -5.8% -6.3% -6.9% 

EBITDA 2,106 2,324 2,504 2,174 2,394 2,597 -3.1% -2.9% -3.6% 

Net profit 972 1,093 1,220 1,017 1,141 1,283 -4.5% -4.2% -4.9% 

Gross margin 51.5% 52.5% 53.5% 53.2% 53.5% 53.5% -1.7ppt -1ppt 0ppt 

EBITDA margin 31.0% 31.9% 32.0% 30.2% 30.8% 30.9% 0.8ppt 1.1ppt 1.1ppt 

Net margin 14.3% 15.0% 15.6% 14.1% 14.7% 15.3% 0.2ppt 0.3ppt 0.3ppt 

Source: CMBIGM estimates 

Figure 2: CMBIGM estimates vs consensus 

  CMBIGM  Consensus  Diff (%)  

USD mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue 6,783 7,277 7,829 7,074 7,662 8,244 -4.1% -5.0% -5.0% 

Gross profit 3,493 3,821 4,189 3,623 4,030 4,424 -3.6% -5.2% -5.3% 

EBITDA 2,106 2,324 2,504 2,126 2,425 2,681 -1.0% -4.2% -6.6% 

Net profit 972 1,093 1,220 1,025 1,236 1,419 -5.2% -11.6% -14.0% 

Gross margin 51.5% 52.5% 53.5% 51.2% 52.6% 53.7% 0.3ppt -0.1ppt -0.2ppt 

EBITDA margin 31.0% 31.9% 32.0% 30.1% 31.6% 32.5% 1ppt 0.3ppt -0.5ppt 

Net margin 14.3% 15.0% 15.6% 14.5% 16.1% 17.2% -0.2ppt -1.1ppt -1.6ppt 

Source: Bloomberg, CMBIGM estimates 

 

Figure 3: 12M forward EV/EBITDA band 

 

Source: Company data, Bloomberg, CMBIGM 
 

Figure 4: 12M trailing P/B band 

 
Source: Company data, Bloomberg, CMBIGM 
 

  

 9

 14

 19

 24

 29

J
a
n

 2
0

A
p

r 
2
0

J
u
l 
2
0

O
c
t 
2
0

J
a
n

 2
1

A
p

r 
2
1

J
u
l 
2
1

O
c
t 
2
1

J
a
n

 2
2

A
p

r 
2
2

J
u
l 
2
2

O
c
t 
2
2

J
a
n

 2
3

A
p

r 
2
3

J
u
l 
2
3

O
c
t 
2
3

(x) 1-yr fwd EV/EBITDA LT average
-2SD -1SD
+1SD +2SD

 2.5

 3.0

 3.5

 4.0

 4.5

 5.0

J
a
n

 2
0

A
p

r 
2
0

J
u
l 
2
0

O
c
t 
2
0

J
a
n

 2
1

A
p

r 
2
1

J
u
l 
2
1

O
c
t 
2
1

J
a
n

 2
2

A
p

r 
2
2

J
u
l 
2
2

O
c
t 
2
2

J
a
n

 2
3

A
p

r 
2
3

J
u
l 
2
3

O
c
t 
2
3

(x) 1-yr trailing P/B LT average

-1SD +1SD

+2SD -2SD



 

 

19 Oct 2023 

 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE   3 

Financial Summary 
 

INCOME STATEMENT 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (US$ mn)       

Revenue 5,588 6,788 6,478 6,783 7,277 7,829 

Cost of goods sold (2,681) (3,131) (3,238) (3,290) (3,457) (3,641) 

Gross profit 2,907 3,657 3,240 3,493 3,821 4,189 

Operating expenses (1,970) (2,230) (1,979) (2,056) (2,200) (2,375) 

Selling expense (1,278) (1,407) (1,151) (1,194) (1,266) (1,362) 

Admin expense (399) (449) (442) (463) (497) (534) 

Others (293) (374) (386) (400) (437) (479) 

Operating profit 937 1,427 1,261 1,437 1,621 1,813 

EBITDA 1,556 2,099 1,931 2,105 2,323 2,503 

Depreciation (562) (619) (583) (581) (614) (647) 

Other amortisation (85) (93) (88) (88) (89) (90) 

EBIT 909 1,387 1,260 1,436 1,620 1,812 

Interest income 21 39 39 39 39 39 

Interest expense (45) (45) (39) (39) (39) (39) 

Others 23 32 23 30 30 30 

Pre-tax profit 908 1,413 1,283 1,466 1,650 1,842 

Income tax (371) (432) (334) (455) (511) (571) 

Minority interest  (23) (31) (36) (41) (46) (52) 

Adjusted net profit 557 980 859 972 1,093 1,220 

Gross dividends 315 374 400 500 531 598 
 

 

BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (US$ mn)       

Current assets 2,332 3,161 3,606 4,308 5,210 6,222 

Cash & equivalents 1,281 2,007 2,458 3,147 3,993 4,944 

Account receivables 486 512 514 547 578 613 

Inventories 434 473 488 469 493 519 

Other current assets 131 169 146 146 146 146 

Non-current assets 13,857 13,464 12,390 12,231 12,037 11,808 

PP&E 3,716 3,632 3,181 3,000 2,786 2,539 

Deferred income tax 273 257 233 233 233 233 

Intangibles 1,775 1,702 1,605 1,626 1,646 1,665 

Goodwill 7,350 7,104 6,624 6,624 6,624 6,624 

Other non-current assets 743 769 747 747 747 747 

Total assets 16,189 16,625 15,996 16,539 17,246 18,030 

       

Current liabilities 4,637 4,691 4,415 4,446 4,546 4,657 

Short-term borrowings 147 123 147 147 147 147 

Account payables 2,473 2,471 2,343 2,374 2,474 2,585 

Tax payable 324 367 360 360 360 360 

Other current liabilities 1,693 1,730 1,565 1,565 1,565 1,565 

Non-current liabilities 809 851 748 748 748 748 

Long-term borrowings 37 53 77 77 77 77 

Other non-current liabilities 772 798 671 671 671 671 

Total liabilities 5,446 5,542 5,163 5,194 5,294 5,405 

       

Share capital 0  0  0  0  0  0  

Capital surplus 7,481 7,218 6,442 6,442 6,442 6,442 

Retained earnings 3,204 3,795 4,322 4,793 5,354 5,975 

Total shareholders equity 10,685 11,013 10,764 11,235 11,796 12,417 

Minority interest 58 70 69 110 156 208 

Total equity and liabilities 16,189 16,625 15,996 16,539 17,246 18,030 
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CASH FLOW 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (US$ mn)       

Operating       

Profit before taxation 514 950 913 971 1,092 1,219 

Depreciation & amortization 608 668 624 621 656 690 

Change in working capital 183 44 (151) 18 45 49 

Others (4) 241 191 41 46 52 

Net cash from operations 1,301 1,903 1,577 1,651 1,839 2,010 

       

Investing       

Capital expenditure (516) (606) (494) (462) (462) (462) 

Acquisition of subsidiaries/ investments (111) (123) (123) 0  0  0  

Net proceeds from disposal of short-term 
investments 

39 35 68 0  0  0  

Others 16 (37) 109 0  0  0  

Net cash from investing  (572) (731) (440) (462) (462) (462) 

       

Financing       

Dividend paid (315) (374) (400) (500) (531) (598) 

Net borrowings (4) (8) 48 0  0  0  

Proceeds from share issues 659 (263) (776) 0  0  0  

Others (772) 181 628 0  0  0  

Net cash from financing  (432) (464) (500) (500) (531) (598) 

       

Net change in cash       

Cash at the beginning of the year 877 1,264 2,007 2,458 3,147 3,993 

Exchange difference 90 35 (186) 0  0  0  

Cash at the end of the year 1,264 2,007 2,458 3,147 3,993 4,944 

GROWTH 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Revenue (14.6%) 21.5% (4.6%) 4.7% 7.3% 7.6% 

Gross profit (16.7%) 25.8% (11.4%) 7.8% 9.4% 9.6% 

Operating profit (36.1%) 52.3% (11.6%) 14.0% 12.8% 11.9% 

EBITDA (26.6%) 34.9% (8.0%) 9.0% 10.4% 7.7% 

EBIT na 52.6% (9.2%) 14.0% 12.8% 11.9% 

Adj. net profit na 75.9% (12.3%) 13.1% 12.5% 11.6% 

PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Gross profit margin 52.0% 53.9% 50.0% 51.5% 52.5% 53.5% 

Operating margin 16.8% 21.0% 19.5% 21.2% 22.3% 23.2% 

EBITDA margin 27.8% 30.9% 29.8% 31.0% 31.9% 32.0% 

Adj. net profit margin 10.0% 14.4% 13.3% 14.3% 15.0% 15.6% 

GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Net debt to equity (x) (0.1) (0.2) (0.2) (0.3) (0.3) (0.4) 

Current ratio (x) 0.5 0.7 0.8 1.0 1.1 1.3 

Receivable turnover days 24.0 22.2 23.3 23.3 23.3 23.3 

Inventory turnover days 59.1 55.1 55.0 52.0 52.0 52.0 

Payable turnover days 268.2 242.7 219.1 219.1 219.1 219.1 

VALUATION 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

P/E 79.9 41.0 39.7 26.0 23.1 20.7 

P/E (diluted) 79.9 41.0 39.8 26.1 23.2 20.7 

P/B 3.9 3.5 3.4 2.2 2.1 2.0 

Div yield (%) 0.9 1.0 1.4 2.1 2.4 2.6 
 

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