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China Resources Beer (291 HK)

m An in-line 2H provides grounds for a more realistic recovery in 25E
m Positive 2M25 run-rate actualizes a seasonally stronger 2Q
m U/G to BUY; new TP based on 10.5x end-25E EV/EBITDA

Risk-reward turned more favourable; upgrade to BUY

Our last downgrade was premised by a fair valuation coupled with an
absence of positive catalysts into a seasonally slower 2H24. With valuation
still hovering at 7.0x EV/EBITDA (below -1sd of 5 yr average) and when
company fundamentals look to have bottomed out, we upgrade CR Beer
to BUY, and the building blocks to our upgrade are threefold:

1)

2)

3

An in line 2H24. Total revenue came in in-line at -0.4% YoY, with
ASP/volume +0.9%/-1.2%, respectively. Core EBITDA grew 17%
YoY to RMB1.15bn despite front-loaded SG&A owing to an earlier
CNY. Alternatively, this could mean a clean reboot to start off
2025E and solidify any expectations towards a more realistic
recovery.

Positive 2M25 run-rate could manifest into an apparent
volume come-back into 2Q25 in tandem with a re-accelerated
premiumization. CR Beer delivered SD% volume growth over
2M25 despite a high base. Meanwhile, Heineken grew DD% and
substantiated a re-acceleration of consumer trade-up. In our view,
the rosy momentum could roll over into 2Q25 not only driven by an
easier comp (2Q24 vol -LSD%), but also a potential improvement
in on-premises consumption thanks to a re-growing number of total
restaurants in operation, barring the risk that we could have as
many rainy days as we had in 2Q24.

A lessened ASP pressure for sauce-aroma baijiu upon
stabilizing Feitian Moutai prices. This may alternatively dispel
any concern over asset write-down in CR Beer’s baijiu business.

Earnings change

Our 2025/26E revenue remains largely unchanged while we trim
our EBITs by 4-5% to reflect the actual 2H24.

Valuation and risks

Our revised TP of HKD33.0 (from previously HKD26.0) is based
on 10.5x (from previously 8.6x) roll-forward end-25E EV/EBITDA,
which now represents -1sd below (from -1.5sd below) the average
valuation since 2019.

In our current methodology, we assign zero value to the baijiu
business.

Key risk: Rainy weather, acceleration in restaurant bankruptcy
rate, further slowdown in sub-premium+ beer sales.

Financials
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We upgrade CR Beer to BUY.

BUY

Previous HOLD

Price (Mar 18, 2025) HKD 28.5

12-month Target Price

0,
(Potential up/downside) HKD33.0 (+15.7%)

Previous HKD26.0

(%)
60

40
20
0
(20)
(40)
(60)

291 HK

HSI

Q> ¥ b N gk ok ok B 4D 4P
> W VY VSV VGV
R \?Se\ga‘\ S V‘Q ‘-jeQ O Vo (T
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291 HK 14.2 28.4 (24.9)
HSI 7.7 40.1 47.8
Hang Seng Index (Aug 19, 2024) 24,741
HSCEI (Aug 19, 2024) 9,178
52-week range (HKD) 21.6 - 39.198
Market cap (HKD mn) 92,459
Avg. daily volume (mn) 30.57
BVPS (RMB) 10.13
CRH (Beer) Limited 51.7%
No. of shares outstanding (mn) 3,244

Free float 48.3%

yoy growth

10.4% -0.8% 3.7% 3.0% 3.5%

Attributable net profit

5,153 4,739 5,595 6,114 6,562

EPS (RMB)

1.59 1.46 1.72 1.88 2.02

yoy growth

1.0% 0.1% 18.6% 9.5% 7.5%

EV/EBITDA (x)

9.6x 9.4x 8.2x 7.6x 7.1x

ROE

14.9% 13.1% 14.6% 14.7% 14.6%

Net debt (cash)/equity

-1.2% -5.6% -4.5% -5.1% -5.0%

Sources: Company data, CMS (HK) estimates; share price as of Mar 18, 2025

Source: Bloomberg
Related Research
1. CR Beer (291 HK) - Soft 1H priced-in; all eyes
on potential 3Q recovery (BUY) (Jul 17, 2024)
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premiumization and GPM increase to continue
in FY24 (BUY) (Feb 29, 2024)
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Figure 1: There were 30% more rainy days in 2Q24 Figure 2: All 3 cities we monitored had more rainy

vs 2Q23 among Hangzhou/Chengdu/Fuzhou

where CR Beer had stronger sales exposure days in 2Q24 vs 2Q23 & 2Q22
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Figure 3: Total number of restaurants in operation in Figure 4: Stabilizing Feitian Moutai prices could
China saw a small rebound in 4Q24 and 1Q25 alleviate ASP pressure of other sauce-aroma baijiu
12.0 4 r24% ﬁ%% _ = Feijtian Case-sealed
«Feitian Unpacked
18% 3,600 A
12% 3,200 -
6% 2,800 -
0% 2,400 -
-6% 2,000 +——m—m—————————T——————
NANANANNNODO OIS N
FAPFFPFIIPIFFAFQPFFAA
-12% CE>5Q2c 52522 cE>2522Ck
Ss25328=2~825=2°82S=
Sources: Canyin88, CMS (HK) Sources: Wind, CMS (HK)

Figure 5: Quarterly beer sales of major China breweries we monitored
1022 2022 302 4022 1023 2Q23 3Q23  4Q23  1Q24  2Q24  3Q24  4Q4E

+MSD%  +LSD% +MSD% +LSD%  +LSD%

Bud APAC (APW) 04%  -16%  -1.2%
Tsingtao 3.1% -4.6% -3.4% -5.2%

Sources: Company data, CMS (HK) estimates

To access our research reports on the Bloomberg terminal, type NH CMS <GO> 2
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New old Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 40,070 41,260 42,685 40,381 41,474 na -0.8% -0.5% na
Gross Profit 17,381 18,219 19,177 17,750 18,809 na -2.1% -3.1% na
Recurring EBIT 7,567 8,278 8,893 7,919 8,713 na -4.4% -5.0% na
Net profit 5,595 6,114 6,562 5,630 6,121 na -0.6% -0.1% na
Gross Margin 43.4% 44.2% 44.9% 43.4% 44.2% na -0.1ppt Oppt na
Recur.EBIT Margin 18.9% 20.1% 20.8% 19.1% 20.0% na -0.2ppt Oppt na
Net margin 14.0% 14.8% 15.4% 13.9% 14.6% na 0.1ppt 0.2ppt na

Sources: Company data, CMS (HK) estimates

CMS Consensus Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 40,070 41,260 42,685 39,819 41,192 44,707 0.6% 0.2% -4.5%
Gross Profit 17,381 18,219 19,177 17,245 18,246 20,867 0.8% -0.1% -8.1%
EBIT 7,567 8,278 8,893 7,547 8,266 9,630 0.3% 0.1% -7.6%
Net profit 5,595 6,114 6,562 5,618 6,237 6,862 -0.4% -2.0% -4.4%
Gross Margin 43.4% 44.2% 44.9% 43.3% 44.3% 46.7% 0.1ppt -0.1ppt -1.7ppt
EBIT Margin 18.9% 20.1% 20.8% 43.8% 45.3% 46.1% -24.9ppt -25.2ppt -25.3ppt
Net margin 14.0% 14.8% 15.4% 74.4% 75.5% 71.3% -60.5ppt -60.6ppt -55.9ppt

Sources: Company data, Bloomberg, CMS (HK) estimates
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Financial statement
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Revenues 38,932 38,635 40,070 41,260 42,685
PP&E 19,523 21,174 22,796 23,996 24,924 Cost of Sales -22,829 -22,160 -22,689 -23,042 -23,507
Right of use assets 16,806 16,806 16,806 16,806 16,806 Gross profits 16,103 16,475 17,381 18,219 19,177
Goodwill & other intangible asset 3,728 2,193 2,193 2,193 2,193 Other netincome 2285 1,780 1,846 1,901 1,967
Deferred tax assets 3,716 3,672 3,672 3,672 3,672 Selling&marketing exp -8,065 -8,378 -8,294 -8,417 -8,708
Other non-current assets 10,610 9,835 9,102 8,369 7,636 Admin expense -3,362 -3,303 -3,366 -3425 -3,543
Non-current assets 54,383 53,680 54,569 55,036 55231 Operating profits 6,961 6,574 7,567 8,278 8,893
Inventory 9502 9,640 9,870 10,023 10,226 rinance costs 122 229 229 229 229
Trade and other receivables 1,506 1,646 1,707 1,758 1,819 Otherincome/expenses 5 154 120 120 120
Cash and cash equivalents 5520 3,816 3,582 3,059 4,005 FProfitbefore tax 7,078 6,649 7,676 8,387 9,002
Other current assets 613 526 526 526 526 Income tax expense -1,864 -1,890 -2,057 -2,248 -2,413
Current assets 17,141 15,628 15,685 16,266 16,665 Netprofit 5214 4759 5619 6,139 6,590
Total assets 71,524 69,308 70,254 71,302 71,896 Non-controlling interest -61 -20 24 -26 -28
Trade and other payables 22,755 24,583 22,378 20,201 17,389 Aftributable netprofit 5,153 4,739 5,595 6,114 6,562
Short term loans 931 1,168 1,168 1,168 1,168 EPS(RMB) 159 146 172 188 202
Loase liabilities ” 76 76 76 76 DPS (RMB) 094 076 090 098 105
Taxation payable 594 227 227 227 227
Current liabilities 24,364 26,054 23,849 21,672 18,860
LT loan 4,181 681 681 681 681
Lease liabilities 89 74 74 74 74 yoy growth rate
Deferred taxation liabilities 4,181 681 681 681 681 Revenue 10.4% -0.8% 3.7% 3.0% 3.5%
Other non-current liabilities 4325 3928 3,928 3,928 3,928 Gross Profit 18.7% 23% 55% 48% 53%
Non-current liabilities 12,986 7,669 7,669 7,669 7,669 Operating profit 129% 29% 15.5% 9.6% 7.6%
Total liabilities 37,350 33,723 31,518 29,341 26,529 Net profit 18.6% -80% 181% 93% 7.3%
Share Capital 14,090 14,090 14,090 14,090 14,090 Diluted EPS 18.6% -8.0% 18.1% 9.3% 7.3%
Reserves 16,205 17,602 20,729 23,929 27,307 Profitability
Non-controlling interests 3,879 3,893 3,917 3,942 3,970 Gross margin 414% 42.6% 43.4% 442% 44.9%
Total equity 34,174 35,585 38,736 41,961 45,367 Operating margin 17.9% 17.0% 18.9% 20.1% 20.8%
Total equity and liabilities 71,524 69,308 70,254 71,302 71,896 Net margin 13.2% 12.3% 14.0% 14.8% 15.4%

Liquidity

AR days 141 156 156 156 156

Inventory days 1519 1588 1588 1588 158.8
Profit before tax 7,078 6649 7,676 8,387 9,002 AP days 363.8 4049 3600 3200 270.0
Finance Costs -122 -229  -229 229  -229  (Cash conversion cycle -197.8 -230.6 -1857 -1457 -95.7
Gain on disposal of fixed assets 157 0 0 0 0 cCash flow & leverage
D&A 2,277 -2,350 -2,562 -2,682 -2,796 Free cash low 1,629 3439 2370 3,291 3,319
Changes in OWC 1,241 1550 -2,496 -2,381 -3,075 Net debt to equity 12% -56% -45% -51% -5.0%
Income tax paid 1864 -1.8%0 -2,057 -2.248 -2413 pividend payoutratio  58.9% 52.1% 52.1% 52.1% 52.1%
CF from operating activities 4149 6,928 5,684 6,440 6,311 Dividend yield 3.5% 2.9% 3.4% 3.7% 4.0%
Capital expenditure -2,520 -3,489 -3,315 -3,149 -2,991 Return analysis
ngi‘;ijs“s‘;gu%fsi diaries -9,709 0 0 0 0 ROE 14.9% 13.1% 14.6% 14.7% 14.6%
Others o5 11% 1% 5 5 RoA 71% 65% 7.8% 84% 8.9%
CF from investing activities 9,687 -2,333 -3,450 -3,149 -2,991 ROIC 20.7% 19.0% 19.1% 186% 17.8%
Dividend paid -1,911 -3,036 -2468 -2914 -3,184 BVPS 93 98 107 M7 128
Equity financing 0 0 0 0 0  valuation ratios
Debt financing (repaid) 4,012 -3,263 0 0 0 EV/EBITDA 96x  94x  82x  76x  T.1x
Others 1,174 0 0 0 0 pE 16.7x  18.1x  153x  14.0x  13.1x
CF from financing activities 927 -6,299 -2,468 -2,914 -3,184 P/B 2 8x 2 7x 2 Bx 2 3x 2 1x
Net cash flow 4,611 -1,704 234 377 135

Sources: Company data, CMS (HK) estimates
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Investment Ratings

OVERWEIGHT Expect sector to outperform the market over the next 12 months

NEUTRAL Expect sector to perform in-line with the market over the next 12 months

UNDERWEIGHT Expect sector to underperform the market over the next 12 months

BUY Expect stock to generate 10%+ return over the next 12 months
HOLD Expect stock to generate +10% to -10% over the next 12 months
SELL Expect stock to generate loss of 10%+ over the next 12 months
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Disclaimer

This document is prepared by China Merchants Securities (HK) Co Limited. The information contained herein
has been obtained from or is based on sources believed to be reliable. China Merchant Securities (HK) Co
Limited, its holding company or affiliated companies, or any of its or their directors, officers or employees
(collectively “CMS”) do not represent or warrant, expressly or impliedly, that it is accurate, correct or complete
and it should not be relied upon. CMS will not accept any responsibility or liability whatsoever for any use of or
reliance upon this document or any of the content thereof.

This document is for information purpose only. Neither the information nor opinion expressed shall be construed,
expressly or impliedly, as an advice, offer or solicitation of an offer, invitation, advertisement, inducement,
recommendation or representation of any kind or form whatsoever to buy or sell any security, financial
instrument or any investment or other specific product. The securities, instruments or strategies discussed in
this document may not be suitable for all investors, and certain investors may not be eligible to participate in
some or all of them. Certain services and products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. CMS is not registered as
a broker-dealer in the United States and its products and services are not available to U.S. persons except as
permitted under SEC Rule 15a-6.

Opinions, and associated estimates and forecasts, or any content and information in this document are only
current as of the date of their publication and will be subject to change without prior notice. Past performance
is not indicative of future performance. Estimates of future performance are based on assumptions that may
not be realized. The analysis contained herein is based on numerous assumptions. Different assumptions could
result in materially different results. Opinions expressed herein may differ or be contrary to those expressed by
other business divisions or other members of CMS as a result of using different assumptions and/or criteria.

This document has been prepared without regard to the individual financial circumstances and investment
objectives of the persons who receive it. Use of any information herein shall be at the sole discretion and risk
of the user. Investors are advised to independently evaluate particular investments and strategies, take financial
and/or tax advice as to the implications (including tax) of investing in any of the securities or products mentioned
in this document, and make their own investment decisions without relying on this publication.
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CMS may have a long or short position, make markets, act as principal or agent, or engage in transactions in
securities of companies referred to in this document and may also perform or seek to perform investment
banking services or provide advisory or other services for those companies.

This document is for the use of intended recipients only and this document may not be reproduced, distributed
or published in whole or in part for any purpose without the prior consent of CMS. CMS will not be liable for any
claims or lawsuits from any third parties arising from the use or distribution of this document.

This document is for distribution only under such circumstances as may be permitted by applicable law. This
document is not directed at you if CMS is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. In particular, this document is only made available to certain US
persons to whom CMS is permitted to make available according to US securities laws, but cannot otherwise be
made available, distributed or transmitted, whether directly or indirectly, into the US or to any US person.

In Hong Kong, this document is distributed by China Merchants Securities (HK) Co., Limited, which is a licensed
corporation to carry on Type 1 (dealing in securities), Type 2 (dealing in futures), Type 4 (advising on securities),
Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under the Securities
and Futures Ordinance (Chapter 571).

In South Korea, professional clients can get copies of this document (upon request) through China Merchants
Securities (Korea) Co., Limited

In the United Kingdom, this document is distributed by China Merchants Securities (UK) Limited. This document
is for distribution only to persons who: (i) are persons falling within the definition of "Investment Professionals"
pursuant to Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Financial Promotion Order”); (ii) are persons falling within Article 49(2)(a) to (d) (“High Net Worth
Companies, Unincorporated Associations, etc.”) of the Financial Promotion Order; or (iii) are persons to whom
an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) may otherwise lawfully be communicated or caused to be communicated (all
such persons together being referred to as "Relevant Persons"). This document is directed only at relevant
persons and must not be acted on or relied on by persons who are not Relevant Persons. Any investment or
investment activity to which this document relates is available only to Relevant Persons and will be engaged in
only with Relevant Persons.

If there is any inconsistency or ambiguity between the English version and the Chinese version of this disclaimer,
the English version shall prevail.
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