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Haidilao International (6862 HK)

m 2H net profits was a solid beat on sound cost controls

m New-store tableturn tracks above existing-store an ongoing merit
= U/Gto BUY; TP based on 19.0x end-25E P/E

Transformation sustained by both sales and cost drivers

Haidilao’s 2H net profits was a solid beat to us/consensus thanks to 1) a
record high 63.2% GPM underpinned by input cost savings (Yihai’'s GPM
of condiment sales to related party declined by 3.1ppt), and 2) lower staff
costs because of the effective “twin-restaurant manager” model. We feel
that the two are sound cost control measures that could structurally revamp
HDL'’s profit margins outlook. On the revenue front, what caught our eye
was a persistently higher table turn from new stores (vs exiting stores since
2H23) that proves HDL'’s profit reorientation strategy (from merely store
opens) more successful than we expected. Considering also the merit of a
stabilizing ASP (stable at cRMB97 for 1H & 2H24), we feel the soft SSSG
and table turn trajectory (both still below 2019 level) might no longer be
incremental negatives to trigger further de-rating. U/G to BUY.

Key conference call takeaway
e HDL targets to open more quality stores while maintaining its
MSD% store expansion rate; and incorporating franchising store
expansion into the overall store development strategy.

e 41 new restaurants have been signed as of Feb 2025, including
30 new stores and 11 relocations, with most in tier-3 cities or below

e Mgmt expects a relative stable average spending trend in FY25.
e Pomegranate Plan incubated 11 sub-brands/74 stores in FY24.

FY24 results snapshot
e Overall table turnover rate in FY24 grew to 4.1x (vs. 3.8x in FY23).

e ASP declined by 1.6% yoy to RMB97.5 (vs. RMB99.1 in FY23).
e HDL opened 62 new restaurants (59/3 self-operated /franchised),
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2H NP was a solid beat on effective cost
initiatives. Consistent good new-store table
turn proves successful transformation. U/G to
BUY
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Earnings change HSI (1.7) 17.4 40.7
e We lower our 2025/26E revenue by 11%/13% to reflect the 2H24,
along with an MSD% growth in total store count.
e We raise our 2025/26E EBITDA by 12%/18% respectively to Hang Seng Index (Mar 25, 2025) 23,344
reflect the effectiveness of cost initiatives. HSCEI (Mar 25, 2025) 8,616
Valuation and risk 1142
e Our refreshed TP of HKD20.0 (from previously HKD12.4) is based ~ 52-Weekrange (HKD) 20.9
on 19.0x roll forward end-25E P/E (from previously 15.0x mid-25E) Market cap (HKD mn) 92,528
which now represents average valuation since 2022 (from -1SD Avg. daily volume (mn) 26.73
below mean). Downside risk: input cost inflation, price-war, BVPS (RMB) 1.99
deteriorating table turn.
. ) ZY NP Ltd. 32.33%
Financials SYH NP Ltd. 20.61%
SP NP LTD 7.37%
Revenue 41,453 42,755 45,248 48,777 53,067 _LHYNPLTD 5.25%
yoy 33.6% 3.1% 5.8% 7.8% 8.8% _Others 5,574
Attributable net profit 4,499 4,708 5,384 6,029 6,654 _ Free float 34.4%
yoy 174.6% 4.6% 14.4% 12.0% 10.4% _ Source: Bloomberg
Diluted EPS (RMB) 0.83 0.87 0.99 1.11 1.23
P/E 19.8x 18.9x 16.5x 14.8x 13.4x

Sources: Company data, CMS (HK) estimates; share price as of Mar 25, 2025
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FY22 FY23 1H24 2H24
ASP (RMB)
Tier 1 City 114.2 105.7 104.1 103.9
Tier 2 City 104.3 98.3 96.8 97.0
Tier 3 City 97.9 92.8 91.4 91.4
Total PRC 103.2 97.3 95.7 95.7
HK, Macau and Taiwan 197.4 202.8 197.7 201.6
Overall 104.9 99.1 97.4 97.6
Table turnover
Tier 1 City 3.0 3.8 4.0 4.0
Tier 2 City 3.0 3.9 4.3 3.9
Tier 3 City 2.9 3.6 4.1 3.9
Total PRC 2.9 3.8 4.2 4.0
HK, Macau and Taiwan 35 4.2 4.2 4.4
New restaurants 2.3 3.7 4.6 4.2
Existing restaurants 3.0 3.8 4.2 4.0
Overall 3.0 3.8 4.2 4.0
Restaurant number
Tier 1 City 234 232 226 220
Tier 2 City 538 538 530 531
Tier 3 City 577 581 564 581
Total PRC 1,349 1,351 1,320 1,332
HK, Macau and Taiwan 29 23 23 23
Total 1,371 1,374 1,343 1,355

Sources: Company data, CMS (HK)
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Figure 2: Earnings revision summary

New old Diff (%)

RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 45,248 48,777 53,067 50,846 55,989 n.a -11.0% -12.9% n.a
EBITDA 9,640 10,684 11,730 8,647 8,964 na 11.5% 19.2% na
EBIT 6,934 7,769 8,560 5,276 5,578 na 31.4% 39.3% na
Net profit 5,384 6,029 6,654 4,336 4,547 na 24.2% 32.6% na
EBITDA Margin 21.3% 21.9% 22.1% 17.0% 16.0% n.a 4.3ppt 5.9ppt na
EBIT Margin 15.3% 15.9% 16.1% 10.4% 10.0% n.a 4.9ppt 6ppt n.a
NPM 11.9% 12.4% 12.5% 8.5% 8.1% n.a 3.4ppt 4.2ppt na
Sources: Company data, CMS (HK) estimates

Figure 3: CMS estimates vs. consensus

CMS Consensus Diff (%)

RMBmn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 45,248 48,777 53,067 47,471 50,532 54,417 -4.7% -3.5% -2.5%
EBITDA 9,640 10,684 11,730 9,056 9,636 10,541 6.4% 10.9% 11.3%
EBIT 6,934 7,769 8,560 6,452 7,200 7,686 7.5% 7.9% 11.4%
Net profit 5,384 6,029 6,654 5,197 5,804 6,151 3.6% 3.9% 8.2%
EBITDA Margin 21.3% 21.9% 22.1% 19.1% 19.1% 19.4% 2.2ppt 2.8ppt 2.7ppt
EBIT Margin 15.3% 15.9% 16.1% 13.6% 14.2% 14.1% 1.7ppt 1.7ppt 2ppt
NPM 11.9% 12.4% 12.5% 10.9% 11.5% 11.3% 1ppt 0.9ppt 1.2ppt

Sources: Company data, Bloomberg, CMS (HK) estimates

Figure 4: Forward P/E Figure 5: Historical P/B
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Financial statement

PP&E 3,921 3,320 5,410 8,633 12,133 Revenues 41,453 42,755 45,248 48,777 53,067
Right of use assets 3,461 3,019 5,109 8,332 11,832 Raw materials cost -16,946 -16,211 -16,742 -17,950 -19,529
Goodwill 85 85 85 85 85 Staff Costs -13,040 -14,113 -14,660 -15,609 -16,875
Investment in associate/JV 304 180 180 180 180  Property rentals -362  -426 -450 485  -528
Other non-current assets 1,999 3,154 3150 3,146 3,142 Utilities -1,374 1,466 -1,584 -1,707 -1,857
Non-current assets 9,770 9,757 13,933 20,375 27,372 Travel and others -1,815 -2,121 -2,172 -2,341 -2,547
Inventories 1,075 1,061 1,095 1,174 1,278 EBITDA 7,916 8,418 9,640 10,684 11,730
Receivables and prepayments 2,029 1,517 1,606 1,731 1,883 D&A -2,178 -2,535 -2,682 -2,892 -3,146
Financial assets at FVTPL 779 1,140 1,140 1,140 1,140 EBIT 5,701 5,859 6,934 7,769 8,560
Deposits 26 70 70 70 70 Finance costs -351 -275 -300 -300 -300
Bank Balances and Cash 9,330 7,475 3,840 -2,161 -8,665 Otherincome/expenses 484 1,040 1,040 1,113 1,202
Other current assets 1,669 1,761 1,611 1,611 1,611  Profit before tax 5,833 6,624 7,673 8,582 9,463
Current assets 14,907 13,024 9,363 3,566 -2,683 Income tax expense -1,338 1,924 -2,200 -2,464 -2,719
Total assets 24,677 22,781 23,296 23,941 24,690 Net profit 4,495 4,700 5,474 6,118 6,743
Account Payable 3,994 4,043 4,278 4,612 5,018 Non-controlling interest 4 8 10 10 10
Due to Related Parties 361 373 373 373 373 Attributable net profit 4,499 4,708 5,384 6,029 6,654
Bank Borrowings 619 98 98 98 98 Blllf'uste((lj?{l\E/IFl;? (RMB) 8&;2 ??: ggz 11;; 1?3
Other current liabilities 2,269 2,590 2,590 2,590 2,590
Current liabilities 7,242 7,104 7,340 7,673 8,079
Deferred Tax Liabilities 210 106 106 106 106
Lease Liabilities 3,615 3,109 3,109 3,109 3,109 yoy growth rate
Bank Borrowing 0 0 0 0 0 Revenue 336% 31% 58% 7.8% 8.8%
Other Borrowing 0 0 0 0 0 EBITDA 56.3% 6.3% 14.5% 10.8%  9.8%
Provision and other liabilities 2093 2,045 2045 2045 2045 Gperating profit 1276%  2.8% 18.3% 12.0% 10.2%
Non-current liabilities 5918 5260 5260 5260 5260 ot 1746%  4.6% 14.4% 12.0% 10.4%
Total liabilities 13,160 12,364 12,599 12,933 13,339 ¢pg 1746%  4.6% 14.4% 12.0% 10.4%
Share Capital 0 0 0 0 O Profitability
Reserves 1526 10434 10,703 1,004 11,337 Eqirpa argin 19.1% 19.7% 21.3% 21.9% 22.1%
Non-controlling interests 1016 6 4 4 EBIT margin 13.8% 13.7% 15.3% 15.9% 16.1%
Total equity 1,517 10417 10,697 11,008 11,351 Qi margin 10.9% 11.0% 11.9% 12.4% 12.5%
Total equity and liabilities 24,677 22,781 23,296 23,941 24,690 Liquidity
AR days 17.9 13.0 13.0 13.0 13.0
Inventory days 231 239 239 239 23.9
Profit before tax 5833 6,624 7,574 8483 0363 APOAS 352 345 345 345 345
Depreciation and amortization 2,142 2,511 2,659 2,868 -3,122 Cash conversion cycle 58 23 23 23 23
Change in working capital 0 574 113 129 150 Cash flow & leverage
Income tax 980 1924 -2200 -2.464 -2.719 Free cash low 8,548 5,197 1,481 -274 -183
Other cash flows from 6,289 3,372 150 0 0 Net debt to equity 212.9% 192.7% 197.7% 203.2% 209.4%
CF from operating activities 9,000 6,136 2,978 3,281 3,672 Dividend payout ratio 90.3% 127.4% 95.0% 95.0% 95.0%
Capital expenditure 452 938 -1,497 -3554 -3.855 Dividend yield 54% 79% 67% 76% 83%
Interest received 206 0 0 0 0 Return analysis
Others -2,530 -1,053 0 0 o ROE 39.0% 45.1% 50.3% 54.8% 58.7%
CF from investing activities 2,777 1,991 -1,497 -3,554 -3,855 Assetturnover 18.2% 20.7% 23.1% 252% 27.0%
Dividend paid -554 -6,000 -5115 -5,728 -6,321 Valuation ratios
Repayment of bank borrowings 1,054 0 0 0 0 P/IE 19.8x  18.9x 16.5x  14.8x  13.4x
New borrowing raised 0 0 0 0 0 P/B 6.1x 6.8x 6.6x 6.4x 6.2x
Others -4,002 0 0 0 0 Sources: Company data, CMS (HK) estimates
CF from financing activities -3,502 -6,000 -5,115 -5,728 -6,321

Net cash flow 2,722 -1,855 -3,634 -6,001 -6,504
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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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The analysts primarily responsible for the preparation of all or part of the research report contained herein
hereby certify that: (i) the views expressed in this research report accurately reflect the personal views of each
such analyst about the subject securities and issuers; and (ii) no part of the analyst’s compensation was, is, or
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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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