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Mkt Cap  Price Rating Price Target
Company Ticker ($ mn) CcCY Price Cur Prev CurEnd Date Prev_End Date
Pop Mart - H 9992 HK 27,683 HKD 161.50 N ow 165.00 Jun-27  350.00 Dec-26
Miniso - ADR MNSO US 3,846 usb 12.47 ow nlc 16.00  Jun-27 26.00 Dec-26
Miniso - H 9896 HK 3,804 HKD 24.16 ow nlc 32.00 Jun-27 51.00 Dec-26
Kweichow Moutai Co - A 600519 CH 236,438 CNY 1,275.98 N ow 1,420.00 Jun-27 1,930.00 Jun-26
Wuliangye - A 000858 CH 46,659 CNY 81.49 uw N 7400 Jun-27  130.00 Dec-26
Luzhou Laojiao - A 000568 CH 19,328 CNY 89.02 N ow 105.00 Jun-27  155.00 Dec-26
Yanghe - A 002304 CH 9,746 CNY 43.86 uw nfc 24.00  Jun-27 5200 Dec-26
China Resources Beer (0291) 291 HK 9,938 HKD 24.00 ow nlc 34.00  Jun-27 38.00 Dec-26
Budweiser Asia Pacific 1876 HK 11,951 HKD 7.07 N nic 8.20 Jun-27 790 Dec-26
Tsingtao Brewery - A 600600 CH 12,054 CNY 59.90 N nfc 70.00  Jun-27 65.00 Dec-26
Tsingtao Brewery - H 168 HK 8,584 HKD 49.30 ow nfc 67.00  Jun-27 70.00  Dec-26

Source: Company data, Bloomberg Finance L.P., J.P. Morgan estimates. n/c = no change. All prices as of 28 May 26 except for MNSO US [27 May 26].
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Figure 2: China/HK consumer staples - trading at 16x forward P/E, 1.5
STD below 10-year mean
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Source: Bloomberg Finance L.P. and J.P. Morgan.
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Figure 3: China/HK consumer discretionary — trading at 13x forward P/
E, 1.5 STD below 10-year mean
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Figure 4: Current P/E multiple vs 10Y range — Beverage, beer, condiments, catering, sportswear, beauty, jewelry and textile OEM are trading in the

bottom decile of their respective 10Y valuation ranges

70 o 10YRange =1Yago O Current Consumer staples : Consumer discretionary

®; |

50 | u

40 1 5

20 - ; -

20 1 - - = o--g -9 - = o o
E 2 o O T £ 2 8 == £ 2Z E | = =2 ® B a 2 3 2
s 2 £ E & 2 ¢ T 24388 & | 8§z & ¢ £ £ ¢ 3
z b & > 5 ! s 53 £ F o 2 s T m
g © o o s I % s £ =
i a | & 2 2 2 8

Source: J.P. Morgan estimates.

Figure 5: Scorecard by subsector

Note: Scale ranges from 1 to 10; 10 = best positioned, no competition, favorable pricing and margin trend, high dividend yield, trough valuation, low positioning; 1 = the opposite

of 10

Subsectors Demand Compeition  Price & margin Dividend Valuation Positioning Sum Bellwethers
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Source: J.P. Morgan.
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Specialty Retail (pop toy) — quality intact,
timing nuanced

More than a craze: the neurobiological case for lasting
“kidult”demand

We are firmly convinced that the surging demand for pop toys during 2024-2025 is not
merely a passing fad, but represents long-term structural growth — genuine demand
validated and amplified through this cycle, with Labubu serving as a "booster".
Urbanization, together with rising levels of stress and loneliness, has catalyzed this
demand discovery, and we believe the trend will endure and resonate universally,
underpinned by deeply rooted neurobiological drivers.

At a fundamental level, we believe this industry is very experienced at hacking the
brain's reward system. We believe the ""blind box" model transforms a simple purchase
into a game of chance, triggering dopamine floods during the anticipation phase far
more potent than the joy of ownership itself - creating a "reward trap" that drives repeat
purchases. Beyond dopamine, endorphins deliver the deeper comfort of "having": In our
view, buying "toys for grown-ups'" may function as compensatory consumption,
addressing unmet emotional and aesthetic needs. Meanwhile, oxytocin — the bonding
hormone — explains the social dimension: We believe that in an atomized urban world
where we live on top of each other yet many may remain profoundly alone, art toys
offer a silent, non-judgmental presence and serve as anchors for collector
communities, satisfying a deep craving for attachment.

That these drivers are universal — not culturally specific — is precisely why the
opportunity extends far beyond any single market. History has already shown that great
IP knows no borders.

Figure 8: Japan and the US have proven that the neurobiological drivers are universal and that great
IPs know no borders
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Note: Pop Mart's total revenue from 2017 to 2025 for comparison.
Source: Fandom, Company data.
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Japan and the United States have built franchises worth tens of billions of dollars each —
from Pokémon and Hello Kitty to Disney and Star Wars — proving that characters that
tap into fundamental human emotions can captivate audiences worldwide. The top ten
franchises are exclusively split between these two nations, underscoring their decades-
long ability to create characters and stories that resonate across cultures. By contrast,
China's Pop Mart — with roughly $10 billion in revenue accumulated between 2017
and 2025 — represents an emerging but still nascent challenger.

Still “Day One”: Pop Mart’s overseas network in context

To gauge the long-term store expansion opportunity for Pop Mart, we estimate the total
addressable market (TAM) for its physical retail network using two complementary
approaches: Approach A benchmarks store density against population, while Approach
B benchmarks against nominal GDP. We stress-test a range of density assumptions to
derive potential store counts, implied upside, and corresponding growth rates.

Table 1: Two approaches to gauge the long-term store expansion upside for Pop Mart

Approach A Population Population mix Current store #(end-2025) No. of stores per bn population
(bn) Pop Mart Miniso Pop Mart Miniso

Mainland China 14 10% 410 4,523 291 3,208

Hong Kong, Macao and Taiwan 0.03 0.2% 35 45 1,167 1,500

Overseas: 6.6 45% 185 3,583 28 539

- Asia Pacific 3.3 22% 85 1,793 26 550

- Americas 1.1 7% 64 1,183 60 1,115

- Europe and other regions 23 16% 36 607 18 261

TOTAL 14.7 100% 630 8,151 43 553

Approach B Nominal GDP GDP mix Current store # (end-2025) No. of stores per th USD GDP
(USD tn) Pop Mart Miniso Pop Mart Miniso

Mainland China 194 16% 410 4,523 21 233

Hong Kong, Macao and Taiwan 14 1% 35 45 25 33

Overseas: 974 82% 185 3,583 2 37

- Asia Pacific 18.3 16% 85 1,793 5 98

- Americas 420 36% 64 1,183 2 28

- Europe and other regions 371 31% 36 607 1 16

TOTAL 118.2 100% 630 8,151 5 69

Source: Company data, United Nations data, IMF, J.P. Morgan estimates.

10

Approach A (population-based) reveals significant whitespace for Pop Mart's
global expansion. As of end-2025, Pop Mart operates just 630 stores worldwide —
equivalent to only 43 stores per billion population, with overseas penetration at a
mere 28 stores per billion. Under various density assumptions (100-400 stores per
billion pop,), Pop Mart's potential global store count ranges from 1.1k to 3.1k —
implying 76% to 4x upside from the current base, or a 5-year CAGR of 12%-38%

from here.

Approach B (GDP-based) corroborates this conclusion from an economic capacity
perspective. Pop Mart currently operates at a density of just 5 stores per trillion USD
of GDP globally, with overseas markets at an extremely low 2 stores/trillion.
Assuming a target density of 10-30 stores/trillion USD GDP, the potential total store
count reaches 1.4k—3.3k, representing 1x-4x upside and a 5-year CAGR of 18-40%.
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Both approaches converge on the same structural message: Pop Mart's overseas store
network remains in its infancy relative to addressable market size, and the runway for

multi-year expansion is substantial regardless of whether one benchmarks against
population or economic output.

Table 2: Estimating Pop Mart's long-term store expansion potential

Approach A Assuming No. of stores per bn population

=100 =200 =300 =400
Mainland China 410 410 410 410
Hong Kong, Macao and Taiwan 35 35 35 35
Overseas: 665 1,330 1,995 2,660
- Asia Pacific 326 652 978 1,304
- Americas 106 212 318 424
- Europe and other regions 233 466 698

931

Upside (from end-2025) 76% 2x 3x

4x

5-yr CAGR 12% 23% 31% 38%
10-yr CAGR 6% 1% 14% 17%
Approach B Assuming No. of stores per tn USD GDP

=5 =10 =20 =30
Mainland China 410 410 410 410
Hong Kong, Macao and Taiwan 35 35 35 35
Overseas: 487 974 1,948 2,922
- Asia Pacific 92 183 367 550
- Americas 210 420 840 1,260
- Europe and other regions 185 37 742

1,113

Upside (from end-2025)

48% ' 1x 3 4x
5yr CAGR 8% 18% 31% 40%
10-yr CAGR 4% 8% 14% 18%

Source: Company data, United Nations data, IMF, J.P. Morgan estimates.

1
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Bubble & Brew — after the tide recedes, who
Is still running?

After the tide retreats

After fast growth in 2025, we observe a clear divergence in store expansion trajectories
among China's leading beverage chains heading into 2026-2027. We expect Luckin and
Guming to remain in aggressive growth mode, with store counts projected to increase
by approximately 31% and 51%, respectively, from end-2025 to end-2027 (JPMe).
Chagee, with the highest AOV at Rmb18.3, is also set to grow its footprint by 17% over
the same period, albeit from a smaller base.

In contrast, Lucky Cup and Mixue will enter a phase of meaningful deceleration, in our
view. Lucky Cup's net store count is expected to remain essentially flat (0% growth
through 2027), while Mixue's expansion moderates to +17% — a sharp step-down from
the 7k-8k annual net openings seen in 2023-2024, tapering to well below 5,000 by 2026-
2027E (JPMe). This slowdown likely reflects network saturation at the lower price tier
(AOVs of Rmb 8.1 and Rmb 7.3 for Lucky Cup and Mixue), where addressable
whitespace is narrowing after years of hyper-expansion.

Figure 9: We expect Luckin and Guming to further grow store count by Figure 10: While Lucky Cup, Mixue and Chagee to slow down stores

¢.30-50% in the next two years

expansion
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Source: J.P. Morgan estimates, Company data.

Blurring boundaries: How category convergence is reshaping
the landscape

Boundary becoming blurry: coffee, tea, bakery, and ice cream converge. Product
mnovation is a critical growth lever in the FMD industry. Over the past half year,
leading coffee and tea chains have aggressively expanded their product lines beyond
core categories to sustain store productivity amid the unwinding of third-party platform
subsidies — blurring the traditional boundaries among tea, coffee, bakery, and ice cream.
Guming's Peach Gum and Cassava Stewed Milk, launched in November 2025, fused
traditional Chinese stewed dessert flavors with milk tea to diversify its consumer appeal;
its Vanilla Bean Vienna Coffee, launched in April 2026, marked a direct push into the
coffee segment. Luckin's Avocado Kale Yogurt Smoothie (April 2026) caters to the
rising health-conscious consumption trend. Chagee rolled out tea-flavored "Geelato" on
May 1 at its Wukang Road flagship in Shanghai, branching into the ice cream market.
Meanwhile, Mixue — after equipping stores with coffee machines - began offering more
flavored freshly brewed coffee from March 2026.



Jessie Xu *¢ Asia Pacific Equity Research J.R Morgan

(852) 2800-8590 29 May 2026
jessie.j.xu@jpmorgan.com

Figure 11: Recent product innovation from China’s FMD players

Guming Luckin Mixue

Peach Gum and Cassava Stewed Milk  Vanilla Bean Vienna Coffee Avocado Kale Yogurt Smoothie Flavored freshly brewed coffee

TRt

Source: Company social media.

Argument 1: Coffee penetration remains in early innings, offering a long runway
for tea brands crossing over

China's total coflee consumption grew at a 17% CAGR from 2019 to 2026E (from 8bn
to 24bn cups), and we forecast a further 14% CAGR through 2040, reaching 145bn
cups. Even at that level, per capita consumption of 108 cups would represent only 26%
of South Korea's current level of 416 cups (2024), underscoring the structural
headroom. This vast whitespace explains why tea-centric brands such as Guming and
Mixue are actively adding coffee to their menus - they can leverage existing store
networks to capture incremental demand in an under-penetrated category without
significant capital outlay.

Figure 12: We forecast China’s total coffee consumption to grow at a Figure 13: ... with per capita consumption reaching 108 cups by 2040,
14% CAGR from 2026 to 2040 ... which is only equivalent to 26% of South Korea's level in 2024
bn cups Cups
160 450 . 416
140 400 China )
; 350 Increased by 18% CAGR from 6 cups in

120 se 300 2019to 17 cups in 2026E and expected to
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Source: Customs data, Ministry of Agriculture of China, J.P. Morgan. Source: Customs data, Ministry of Agriculture of China, Korea Times, J.P. Morgan.
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Argument 2: Differentiated networks and staggered peak hours enable multi-
category coexistence

Tea and coffee brands occupy distinct positions in terms of store footprint, city-tier
exposure, and operating hours - creating natural complementarity rather than zero-sum
competition. Coffee brands such as Luckin (31k stores, AOV Rmb 14) and Cotti (16k,
AOV Rmb 10) skew toward higher-tier cities, with 34—38% of stores in Tier 3 and
below, while tea brands like Mixue (45k stores, AOV Rmb 7) and Guming ( 14k stores,
AQOV Rmb 14) have 55-56% penetration in lower-tier markets. Crucially, peak hours
diverge: coffee brands typically peak in the morning, while tea and dessert brands peak
after lunch — enabling players to branch into adjacent categories to smooth demand
across the day and enhance store-level productivity. Luckin, for example, is extending
into PM sessions via non-coffee beverages and snacks, while Guming is adding coffee
and desserts to capture morning traffic. This structural differentiation supports our view
that category expansion is accretive rather than cannibalistic.

Figure 14: Store count vs average ticket size — tea brand Figure 15: Store count vs average ticket size — coffee brands

mStore#  + AOV (Rmb) 44836 mStore# ¢ AOV (Rmb) 31.205
® 43
*19 13 @18 * 38 36
ki Iy LAY 16,324
g9 sdz0 10818 T 7 Bags B8 14
1615 3,797 . 13 299 908 2,503 . 3 . 10
— = ®H B —  m
z 8 8 S z 2 2 8 “ 2 3 = 2 E= £
o © S Q S » o 8
= @ 3= -E = N
[&) = = -
5:: =
Note: As of end-Apr 2026. Note: As of end-Apr 2026.
Source: Zhaimen, J.P. Morgan. Source: Zhaimen, J.P. Morgan.
Figure 16: Store distribution by city tier — tea brand Figure 17: Store distribution by city tier - coffee brands
mTier1 mNewtier! mTier2 mTier3and below mTier1 mNewtier1 mTier2 mTier3and below
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Note: As of end-Apr 2026.

Note: As of end-Apr 2026.
Source: Zhaimen, J.P. Morgan.

Source: Zhaimen, J.P. Morgan.
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Figure 18: Leading players branching into new categories to smooth out peak/low hour and enhance store productivity

J.PMorgan

Network --—-> Product offerings --—> Operating hour --—->
Brand perception City tier Core categories New category 1 New category 2~ New category 3 |Peak hour Increasing

Mixue Value-for-money Low-tier Ice cream, tea Snacks Coffee After lunch Morning

Luckin Affordable coffee High-tier ~ Low-tier [Coffee Non-coffee bev Snacks RTD bev Morning PM session
Guming Value-for-money Low-tier Fruit tea Coffee Desserts HPP Juice After lunch Morning

Chagee Premium High-tier ~ Low-tier [Tealatte Bubble tea Ice cream After lunch Morning

KFC /K Coffee  Fast food National Low-tier [Meal Coffee Light meal Night snack Lunch/dinner ~ Momning + late night
Lucky Cup Value-for-money Low-tier Coffee Non-coffee bev Morning PM session

Source: Company data, J.P. Morgan.

Competition and ASP: better than feared

Price competition across China's FMD sector has eased meaningtfully in 2026 YTD,
with leading players pivoting from aggressive discounting toward higher-ASP
product launches to support SSSG. Most notably, Cotti Coffee significantly scaled
back its "unlimited Rmb 9.9 promotion" effective February 1 (link) - currently, only a
handful of SKUs remain at the Rmb 9.9 price point, while the majority of its menu has
migrated to the Rmb 12—15 range (link).

Across the broader industry, leading brands are leaning into premiumization:
Guming has introduced grape-flavored tea drinks priced at approximately Rmb 20;
Mixue is pushing coffee lattes and cheese foam milk teas at around Rmb 10 (a
meaningful step-up from its traditional Rmb 7 core); and Lucky Cup has launched
guava ice smoothies, lychee ice smoothies, and lychee ice lattes in the Rmb 10-15 band.
Luckin, meanwhile, is driving ticket size through super-large cup formats and combo
bundling at higher price points. Collectively, these moves signal a rational shift in
industry behavior - from volume-driven market share wars toward margin-conscious
growth - which we view as a positive inflection for sector profitability.

Figure 19: High ASP new products from Guming, Mixue, Lucky Cup
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Figure 20: Luckin - super large cup and combo sales bundling at higher price points
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Store network
Total store # 22340 31048 37196 40696 9914 13554 17054 20454| 46479 59823 63323 68823 6440 7453 7953 8683
YoY% % 39% 20% 9% 10% % 26% 20% 24% 20% 6% 9% 83% 16% 7% 9%
Franchise store & 7749 10814 13,229 14804 9907 13546 17,045 20444 46462 59785 63,285 68,785 6,27 6,838 7,318 8018
Direcly-operated siore # 14,501 20,234 23,967 25892 7 8 9 10 17 38 8 38 169 615 835 665

Net open YoY 6,092 8,708 6,148 3,500 913 3,640 3,500 34000 8914 13344 3500 55000 2989 1,013 500 730
Franchise siore & 2120 3085 2415 1575 912 3639 3499 3399 8945 13323 3500 5500 27% 567 480 700
Directy-operated store # 3,963 5,643 373 1,925 1 1 1 1 -32 pal 0 0 130 445 20 0

Store-level operating metrics
Avg daily cups sold 42 423 406 402 384 456 447 438 590 627 574 572 837 5 469 469

YoY% -1% 0% -4% -1% 8% 19% -2% -2% -3% 6% -8% 0% 5% -38% -10% 0%
ASP per cup (Rmb) 132 135 135 134 16.9 174 16.8 16.6 6.4 6.4 6.6 6.5 204 218 Fik ] Fik ]

YoY% -7% 2% 0% -1% 4% 1% -2% -1% 0% -1% 3% -1% 1% % 0% 0%
Daily GMV (Rmb) 5545 5703 5477 5368 6500 7800 752 7268 3799 3985 3777 3723 17,057 11,386 10247 10,247

YoY% -8% 3% -4% -2% -4% 20% -3% -3% 4% 5% -5% -1% 6% -33% -10% 0%
855G -16.7% 7.5% -1.5% 20.0% disclose 27% -22.2%

Revenue breakdown

Total revenue 34475 49288 60172 66836 8791 12914 16312 19,103| 24829 33560 36878 39,134 12406 12907 13028 14,054

- Sales of goods 5,539 6,959 8739 10,040 6,563 9320 12138 14604| 23452 31439 345312 36618 9,89 9,715 8602 9,320

- Sales of equipment 588 851 612 39 485 248 a1 902 756 13277 1,393 142 898 182 154 225

- Franchise management 1,618 3,773 4877 5,604 1,750 2,628 3,187 3,582 620 794 953 1,008 843 1,520 1,549 1,678

- Revenue fom direct-operated stores 26,730 37694 45944 50,793 14 16 16 15 - - - - 73 1,490 212 2,831

YoY change 38% 43% % 1% 15% 4T% 26% 1% 2% 35% 10% 6% 167% 4% 1% %

- Sales of goods 3% 2% 2% 15% 14% 42% 0% 2% 2% 4% 10% 6% 176% -2% -11% 8%

- Sales of equipment -33% 45% 2% -35% 2% 104% % -T% % 75% 5% % 59% -80% -15% 45%

- Franchise management 36% 133% 2% 15% 15% 50% 21% 12% 53% 28% 0% 15% 240% 80% % 8%

- Revenue fom direct-operated stores 43% 41% 2% 1% 16% 15% -3% -3% - - - - 217% 93% 83% 4%

% of total

- Sales of goods 16% 14% 15% 15% 75% % 74% 76% 94% 94% 94% 94% 80% 75% 6% 6%

- Sales of equipment % % 1% 1% 5% % % 5% 3% 4% 4% 4% % 1% 1% %

- Franchise management 5% 8% 8% 8% 20% 20% 20% 19% % % 3% 3% T% 12% 12% 12%

- Revenue fom direct-operated stores 78% 76% 76% 76% 0% % % 0% - - - - % 12% 2% 2%

Margin profile
Gross margin 591% 619% 61.1%  60.7%| 306%  33.0%  33.0%  33.0%| 325%  31%  30.0%  30.0%| 496%  535%  525%  525%
- yoy chg 29% 27%  08% 04%| -07% 24% 0.0% 0.0% 29%  -13%  -11% 0.0% 4.8% 30% -1.0% 0.0%

Total Opex 7,462 12531 13,187 13,995 1,023 1,201 1,631 1,910) 2459 3,220 3512 3688 2222 3813 2,855 3,09
Selling & distribution expenses 4741 9474 5234 5975 479 703 888 1,040 1,599 2,037 2,213 2,309 1,109 1,363 1,259 1,356
Admin expenses 2420 3057 7952 802 i 385 451 540/ 755 1082 1,18 1,261 1,113 2450 1506 1673
R&D expenses 233 prxl 282 330 105 101 111 118

Total Opex as % of revenue 1% 25% 2% 21% 12% 10% 10% 10% 10% 10% 10% 9% 18% 30% 2% 2%
Selling & distribution expenses 14% 19% 9% 9% 5% 5% 5% 5% 6% 6% 6% 6% 9% 11% 10% 10%
Admin expenses % 6% 13% 12% 4% 3% 3% 3% 3% 3% 3% 3% 9% 19% 12% 12%
R&D expenses 3% 2% 2% 2% 0% 0% 0% 0%

Core EBIT 3,570 5,073 5,908 7,385 1,664 29M 3753 439 5,601 1,32 7,551 8,052 2,887 1,347 1,703 1,956
YoY% 18% 42% 16% 25% 5% 9% 26% 17% 41% 20% 4% % 169% -53% 26% 15%
EBIT margin 104%  10.3% 98% 11.0%| 189% 230% 23.0% 23.0%| 226% 215% 205% 206%| 233% 104% 13.1%  13.9%

- yoy chg 18% 01%  05% 12%| -1.7% 41% 0.0% 0.0% 29%  -10%  -11% 0.1% 01% -128% 26% 0.8%

Reported net profit 295 3600 4069 5083 1479 3109 3304 3881 4437 5887 6131 6542 2516 1,17 1,557 4,797
YoY% 4% 22% 13% 25% % 110% 6% 17% 41% 33% % 7% 214% -53% 33% 13%
Net margin 9% % % 8% 17% 24% 20% 20% 18% 18% 17% 17% 20% 9% 12% 13%

- yoy chg -3% -1% -1% 1% 3% 7% -4% 0% 2% 0% -1% 0% 3% 1% 3% 1%

Adjusted net profit 331 4,1% 5,167 6,183 1,552 2,706 3404 3981 4519 6037 6,151 6,561 2,517 1,895 1857 2,057
YoY% 4% 21% 23% 20% 8% 4% 26% 17% 41% 34% 2% % 174% -25% 2% 11%
Net margin 9.6% 8.5% 8.6% 93%| 176% 210% 209% 208%| 182% 180% 167% 168%| 203% 147% 143%  146%

- yoy chg -31% -1.1% 0.1% 0.7% -1.1% 13% 0.1% 0.0% 2.4% 0.2% -1.3% 0.1% 0.5% -56% 0.4% 0.4%

Source: J.P. Morgan estimates, Company data.
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RTD Beverages — sports drinks shine, but
cost pressure bites

Sports drinks under the spotlight; competition intensifying

Sports drinks stand out as the fastest-growing category within China's soft drinks
market. With a retail value of Rmb 27bn (US$2.9bn) in 2025, the category delivered a
2019-25 CAGR of 14.7% - far outpacing bottled water (3.5%), RTD tea (4.0%), and
energy drinks (4.8%). Looking ahead, sports drinks are projected to sustain sector-
leading growth at a 2025-30E CAGR of 10.9%, more than double the overall soft drinks
market growth of 4.0%. Revenue momentum has visibly inflected since 2023, with year-
on-year growth accelerating to approximately 15%, signaling that the category has
entered a new phase of expansion.

Figure 22: Sports drinks under the spotlight and are set to outperform Figure 23: Sports drinks momentum picking up from 2023
other categories in the next five years

Sports drink revenue (Rmb bn) and % of total revenue

Retail value (2025) CAGR Rmb bn . o

Rmbbn | USSbn | 2019-25 | 2025-30e 60 S S e R =o=yoy (R 20%
Bottled Water 252 34.3 3.5% 4.1% 50 15%
RTD Tea 154 18.9 4.0% 6.1% 0 10%
Carbonates 117 17.9 4.0% 0.4% 5%
Juice 84 108 | -05% | 26% 0 0%
Energy Drinks 63 86 48% | 37% 20 5%
Shoris Drnke 27 29 7% [09% ] 1 0%
Others 15 26 -49% | 2.2% et
Soft Drinks 713 96 3.3% 4.0% e @ @2 5 5 8 @& 3 9 w o

&8 8 &8 &8 8 &8 &8 &8 § & g

Source: Euromonitor, J.P. Morgan estimates.

Source: J.P. Morgan estimates, Company data.

Figure 24: Eastroc sports beverage outperformed peers with significant  Figure 25: Nongfu promoting new product Electrolyte Water in 2026,
market share gains in the past 3 years
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Source: Company data, Euromonitor, J.P. Morgan estimates.
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aiming to capture more market share
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This attractive growth profile has drawn aggressive participation from major players,
intensifying the competitive landscape. Eastroce's "Water Boost" has been the standout
performer, scaling its sports beverage revenue from near zero in 2023 to an estimated
Rmb 8bn by 2028E, with market share rising rapidly towards 20%. Meanwhile, Nongfu
Spring is launching its new Electrolyte Water product in 2026, aiming to capture
incremental share alongside its existing Scream and Victory Vitamin Water lines -
bringing its combined portfolio share to approximately 18% by 2026E. Chi Forest's
Alienergy also continues to build its presence. The net result is a market that was once
dominated by Mizone (Danone) - which held 20-30% share from 2018 to 2021 - but is
now rapidly fragmenting as domestic challengers deploy new products, refreshed
packaging, and gamified promotions (e.g., QR-code lotteries and coupon mechanics) to
drive trial and repeat purchases.

Figure 26: Sports drinks - new products and new looks from the major players - Eastroc, Nongfu, Alienergy (Chi Forest)

Eastroc “Water Boost”

Scan QR code to win Rmb0.3 /1 /
2 / 3 coupon per bottle

Source: Company Taobao shops.

Figure 27: EPS sensitivity to PET price hike

2026E Nongfu

Gross margin 58.3%
PET as % of COGS 20%
Net margin 284%
Downside per 10% PET price hike:
Gross profit -1%
Net profit -3%
Net margin 08%

Source: J.P. Morgan estimates.

Eastroc

Nongfu Electrolyte beverage Chi Forest Alienergy

Scan QR code te win lottery: One-
yuan special offer, red packet of
Rmb0.5/1/2/66/666

Scan QR code to win Rmb0.3/1/
2 / 4 coupon per bottle
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Cost pressure a major theme into 2H26; Nongfu most resilient

Our sensitivity test shows that for every 10% PET price increase, Nongfu / Eastroc / CR
Beverage’s gross profit will be impacted by 1% / 3% / 4%, net earnings will be cut by
3% / 8% / 21% and net margin will decline by 0.8pp / 1.5pp / 1.9pp on an annualized
basis. Currently, the PET is priced about 50% higher than 2025 average levels. Most
RTD beverage companies have locked in PET supply and prices through 2Q26, and
hence will need to renew contracts relatively soon.

Figure 28: PET price is about 50% higher than 2025 levels
CR Bev

(Rmbfton) Price = Price yoy (RHS)

43.7% 44 5% 12,000 - - 80%
L 60%
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Source: Bloomberg Finance L.P.
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Figure 29: Key operating metrics and key financials comparison — Beverage players

J.PMorgan

Nongfu Eastroc China Resources Beverage
2024A 2025A 2026e 2027e 2024A 2025A 2026e 2027e 2024A 2025A 2026e 2027e
Growth Driver
Revenue 42,896 52,553 59,199 65,499 15,839 20,875 25,639 30,482 13,521 11,002 11,881 12,622
Water 15,952 18,709 20,606 22,253 - - - - 12,124 9,504 10,090 10,563
Tea 16,745 21,596 24,835 28,064 1,023 1,086 3,085 4,154 1,397 1,499 1,791 2,060
Juice 4,085 5176 5,797 6,551 - - - - - - - -
Functional drinks 4,932 5,762 6,454 7,035 13,304 15,599 17,885 20,031
Others 1,182 1,309 1,508 1,596 1512 3,290 4,669 6,297 - -
Revenue mix
Water 37% 36% 35% 34% - - - - 90% 86% 85% 84%
Tea 39% 4% 42% 43% 6% 10% 12% 14% 10% 14% 15% 16%
Juice 10% 10% 10% 10% - - - - - - - -
Functional drinks 11% 11% 11% 11% 84% 75% 70% 66% - - - -
Others 3% 2% 3% 2% 10% 16% 18% 21% = - = =
Revenue yoy (%) 0.5% 22.5% 12.6% 10.6% 40.6% 31.8% 22.8% 18.9% 0.0% -18.6% 8.0% 6.2%
Water -21.3% 17.3% 10.1% 8.0% - - - - -2.6% -21.6% 6.2% 4.7%
Tea 32.3% 29.0% 15.0% 13.0% 96.7% 94.1% 55.4% 34.6% 30.8% 7.3% 19.5% 15.0%
Juice 15.6% 26.7% 12.0% 13.0% - - - - - - - -
Functional drinks 0.6% 16.8% 12.0% 9.0% 28.7% 17.3% 14.7% 12.0% - - - -
Others -9.8% 10.8% 15.0% 6.0% 272.0% 117.6% 41.9% 34.9% - - - -
Margin profile
Gross profit 24,916 31,808 34,528 38,644 7,097 9,374 11,225 13,340 6,397 5,025 5,286 5,674
Gross margin (%) 58.1% 60.5% 58.3% 59.0% 44 8% 44.9% 43.8% 43.8% 47.3% 45.7% 44.5% 44.9%
Operating Expenses
Total Opex (11,136)  (12,253)  (13,802)  (15,271) (3,169) (4,048) (4,867) (5,664) (4,407) (4,194) (4,182) (4,367)
Selling & distribution expenses (9,173) (9.800)  (11,040) (12,215 (2,681) (3,405) (4,102) (4,786) (4,058) (3.779) (3,754) (3.913)
Admin & R&D (1,962) (2,452) (2,762) (3,056) (488) (643) (764) (878) (349) (415) (428) (454)
Total Opex % of revenue -26.0% -23.3% 23.3% -23.3% -20.0% -19.4% -19.0% -18.6% -32.6% -38.1% -35.2% -34.6%
Selling & distribution expenses 214%  -186%  -186%  -186%  -169%  -163%  -16.0%  -157%|  -300%  -343%  -316%  -31.0%
Admin & R&D -4.6% -4.7% -4.7% -4.7% -3.1% -3.1% -3.0% -2.9% -2.6% -3.8% -3.6% -3.6%
Core EBIT 15,013 20,405 21,683 24,432 3,768 5,107 6,089 7,356 1,990 831 1,104 1,307
EBIT yoy (%) 1.5% 36.9% 6.3% 12.7% 60.2% 38.5% 19.2% 20.8% 25.4% -68.2% 32.8% 18.3%
EeTmanin () _ — — ] 0% _ WEC ok | Sow[ T mEE sk _asrk M MTE _ TeR e i)

Source: J.P. Morgan estimates, Company data.
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Baijiu — approaching the trough

Where are we in the cycle?

The baijiu sector's prosperity is shaped by the convergence of three overlapping cycles:
the macro cycle (including property and household wealth), the supply-demand and
pricing cycle, and the policy cycle. We analyze each dimension below to assess where
the industry currently stands - and what the path forward looks like.

Figure 30: Recap of recent share price performance and key events for Baijiu stocks
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Source: Bloomberg Finance L.P. and J.P. Morgan.

Macro cycle: Baijiu growth decoupling from a slowing economy

China's baijiu industry has historically tracked the broader macroeconomic cycle,
moving in tandem with real GDP growth and fixed asset investment. From 2005 to
2012, industry revenue grew at a rapid pace — peaking at nearly 50% yoy in 2011 -
buoyed by double-digit GDP growth and a fixed asset investment boom. However, as
China's structural growth rate has decelerated (real GDP growth moderating from 10%+
to approximately 5%), baijiu industry revenue growth has also downshifted, turning
negative in 2025 at around -18% yoy - the sharpest contraction since the 2013-2014
downturn. With fixed asset investment growth now hovering in the low single digits and
GDP growth stabilizing around 4—5%, the macro tailwinds that once propelled the
industry have largely dissipated. We expect industry revenue to begin stabilizing in
2026E, though the recovery trajectory will be more muted than in prior cycles given the
structurally lower growth backdrop.
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Figure 31: China Baijiu sector revenue growth vs. GDP and FAI
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Source: NBS, Company data, J.P. Morgan estimates.

Household balance sheets recovering: Property prices showing early signs of
stabilization

A key macro precondition for baijiu demand recovery is the restoration of household
wealth confidence, and early signals are emerging {rom the property market.

Figure 32: Tier-1 cities - home price M/M growth - showing sequential Figure 33: Tier-1 cities - secondary home price index with major
improvements nationwide easing/narrative change
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The JPM China property team notes that secondary home prices in tier-1 cities recorded
their first positive MoM growth since 1Q25 in March 2026 (note) - importantly, this
improvement appears organic rather than policy-driven, supported by a decline in
secondary listings, stronger transaction volumes (particularly in Shanghai), a delayed
wealth effect from stock market strength, natural price discovery after a cumulative 30—
40% decline, and confidence spillover from Hong Kong's housing market recovery
(+15% from trough). The team forecasts that tier-1 city home prices will see a soft form
of stabilization in 2026 (average -1% to 0% YoY), with Shanghai as the key bellwether.
May—June data is expected to remain solid, supported by recent local-level easing in
Shanghai, Shenzhen, and Guangzhou, though July—August will be the real test of
sustainability.
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Beyond tier-1 cities, the broader national picture remains more cautious but is
approaching a floor. Industry experts expect a mild nationwide price decline of
approximately 0.5% per month until 4Q26 (note), with the bottom likely less than 10%
away - most cities may see a further 5-6% decline before troughing. Shanghai home
prices could stabilize as early as 2026 in an optimistic scenario (or decline 3% in a
pessimistic case), while Beijing and Shenzhen may experience a further mild 3—-6%
correction. Home prices nationally could potentially stabilize by 2027. For baijiu, this
trajectory matters: household balance sheet repair—even if gradual—should begin to
alleviate the wealth destruction effect that has weighed on high-end consumption and
banquet spending over the past two years.

Supply-demand & policy cycle: Mapping 2024-to-date downcycle against 2012-16

The current downcycle bears notable parallels to the 2012-2016 correction, but with
distinct characteristics. In the prior cycle, the trigger was a sudden policy shock - the
restriction on government-funded consumption ("Rl =237 2%") in 4Q12—which
abruptly curtailed banquet and gifting demand, sending industry revenue into decline for
seven consecutive quarters before an inflection in 2H15.

The current cycle, by contrast, began with a more gradual deterioration: weak end-
demand and channel oversupply have weighed on the industry since 2024, with revenue
declining for approximately five quarters before a fresh policy headwind - the “alcohol
ban (Z5H43)” - arrived in 2Q25, adding further downward pressure. If the 2012-2016
playbook is any guide, the industry may face several more quarters of contraction before
bottoming. However, the current downcycle entered its demand weakness phase earlier
(T-5 vs. T for the policy shock), suggesting the industry may already be further along in
its adjustment process than headline revenue declines imply.

Figure 34: Mapping the latest 2024-to-date downcycle vs the 2012-2016 cycle
0% = e 2012-2016 Cycle  m— 2024 to date
40%
20%

headwind Revenue declined for 7 quarters
before inflection in 2H25

0%

- -

: ~
I
-20% } Weak demand 2Q25 policy headwind

RER |
& aversupply

0% ]@ from 2024 |

‘g

-60%
Tr T6 T5 T4 T3 T2 Ti T TH T#2 T#3 T+ T+ T+ T#7 T+ T+ THI0 T+ TH2

Source: Company data, J.P. Morgan.

Our assessment: Approaching the trough, but recovery will be gradual

Synthesizing across all three cycles, we believe the baijiu sector is in the early innings
of recovery. On the macro front, GDP growth has stabilized and property prices are
showing tentative signs of bottoming - particularly in tier-1 cities - laying the
groundwork for a gradual recovery in household wealth confidence. On the supply-
demand and policy front, the industry has already absorbed five quarters of revenue
decline and the incremental policy shock of the alcohol ban; if the 2012-2016 analog
holds, the trough may arrive within the next two to three quarters. However, unlike the
V-shaped recovery of 2016-2017, we expect the rebound to be more L-shaped -
constrained by structurally softer GDP growth, a still-fragile property market outside
tier-1 cities, and a more cautious consumer mindset. The setup favors patient positioning
in quality names with pricing power and DTC optionality, rather than aggressive
cyclical bets on a sharp snapback.
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DTC Reform: the next big thing, led by Moutai

A paradigm shift in distribution: From wholesale dependence to direct-to-
consumer

Since late 2025, Moutai has embarked on a sweeping DTC transformation - arguably the
most significant structural reform in its distribution model in over a decade. The reform
unfolded in a series of deliberate steps: in Dec 2025, Moutai held distributor meetings to
announce quota cuts for non-standard products (Caiyou Zhenpin/Zodiac/15 years/1L
reduced by 100%/50%/30%/30%) and outlined a market-oriented pricing strategy with
DTC expansion at its core.

On January 1, 2026, Feitian Moutai 53%vol 500ml debuted on the iMoutai DTC
platform, followed by a formal announcement on January 13 transitioning the
distribution model from traditional "direct sales + distribution" to a new "direct sales +
distribution + consignment" framework. By March, Moutai introduced a
consignment model for non-standard products - requiring distributors to sell via
iMoutai at official retail prices in exchange for a 5% sales commission - and raised the
ex-factory price of Feitian Moutai (2026 edition) from Rmb 1,169 to Rmb 1,269, with
the DTC retail price lifted from Rmb 1,499 to Rmb 1,539 (see our first take).

Figure 35: Moutai’s YTD share performance and key events of the DTC reform (details in the next
table)

Rmb
1,600

1,550
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1,400
1,350 +4% in 5 days +3%in 5 days
1,300
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1,200
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+4% in 5 days

Source: Bloomberg Finance L.P. and J.P. Morgan.

Table 3: Moutai - key events of the DTC reform since late-2025

Date Event

A 11-Dec-25 Moutai held a distributor meeting and announced measures to support distributors' confidence. Moutai plans to cut 2026 distribution quota of non-
standard Moutai: Caiyou Zhenpin / Zodiac / 15 years / 1L by 100% / 50% / 30% / 30%.

Moutai held its annual distributor meeting and aimed to implement market-oriented reforms:
B 28-Dec-25 (1) Market-based pricing strategy.
(2) DTC transformation; expanding customer base.
(3) Better service: simplify online purchase, deepen cooperation with distributors with reasonable profit sharing.

C 1-Jan-26  Feitian Moutai 53%vol 500ml debut on DTC channel iMoutai.

Announced more detailed market-oriented reforms:
D 13-Jan-26 (1) Transitioning from traditional "direct sales + distribution" to "direct sales + distribution + consignment" model.
(2) Market-oriented pricing system: announced retail prices of several SKUs on iMoutai, including Feitian Moutai 53%vol 500ml (2026 edition) at

Rmb1,499.

Introduced consignment model for non-standard Moutai products, including Moutai 15 years, Jingpin, Zodiac (Classic/Gift-pack), Guyue Feitian, and
E 13-Mar-26  special SKUs for Feitian53%vol (1L/200ml/100ml/50ml). Distributors need to submit an application and pay a deposit, and all the products must be sold
via i-Moutai at official retail prices, and distributors will receive a 5% sales commission.

E 30-Mar-2,

Source: Company data, J.P. Morgan.
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The market has responded positively to each reform milestone. Moutai's share price
rallied approximately 4% in the five trading days following both the January Feitian
debut on iMoutai and the March consignment model introduction, and gained 3% in the
five days after the ex-factory price hike on March 30. This pattern suggests investors are
increasingly pricing in the structural benefits of DTC - namely, greater pricing
transparency, reduced channel speculation, and a more direct relationship with
end consumers.

Channel check takeaways: DTC gaining traction with mass-market consumers

Feedback from distributor meetings and channel checks indicate that Moutai's DTC
pivot is delivering tangible results.

e The strategic rationale is clear: Moutai's traditional business-entertainment customer
base has been eroding, necessitating a pivot toward mass-market consumers who
are more price-sensitive and unwilling to pay significant premiums above official
retail. The launch of Feitian on iMoutai at Rmb 1,499 (now Rmb 1,539) was
designed precisely to capture this cohort.

e During the 2026 Chinese New Year period, new customers accounted for
approximately 42% of iMoutai purchases, with a subsequent repurchase rate of
around 35% from January to April - concentrated among the 18-40 age
demographic. Seasonal demand effects (Spring Festival, Mid-Autumn/National
Day) remain pronounced for mass-market consumption, confirming that the DTC
channel has successfully expanded Moutai's customer base through a volume-for-
price trade-off.

Wholesale price outlook: Downside limited, de-financialization complete
Distribution prices for Feitian Moutai have stabilized at the Rmb 1,600+ level, and we
see limited downside from here. As of May 25, 2026, case-packed Feitian trades at
approximately Rmb 1,670 and single-bottle at Rmb 1,640 - with the price gap between
the two narrowing to just Rmb 30. This convergence is highly significant: historically,
a wide case-packed vs. single-bottle premium reflected speculative and investment
demand (case-packed bottles carried a "financial premium" tied to collection,
investment, and high-end gifting). The near-elimination of this spread since early 2025
signals that speculative capital has largely exited the market, and prices are now
anchored by genuine consumption demand rather than financial speculation.
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Figure 36: Distribution price of case-packed vs single-bottle Feitian Figure 37: Distribution price of 100ml Feitian vs 500ml Feitian
Moutai
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Note: Latest data as of 25 May 2026.
Source: Daily Spirits Prices, J.P. Morgan.

Channel feedback corroborates this view: Distributors assess the probability of
Feitian prices falling below Rmb 1,539 as minimal, noting that reform execution has
exceeded expectations and that Moutai is actively optimizing its purchase process and
leveraging data analytics to stabilize the price system. Looking into 2H26, the company
plans to focus consignment sales of Zodiac, Jingpin, 1L, and 15-year editions around
key festivals (notably Dragon Boat Festival), providing additional support to the pricing
architecture.

In the Rmb 600-1,000 sub-premium segment, pricing trends have also largely
stabilized after a prolonged correction. Guojiao is currently trading at approximately
Rmb 840, Puwu at Rmb 780, MT 1935 at Rmb 630, and Dream Blue M6+ at Rmb 570 -
all well below their 2021-2022 peaks but showing signs of bottoming since late 2025.
The de-financialization of Feitian Moutai pricing is a positive read-through for the
broader sector: As the anchor product's price stabilizes on real demand, it reduces the
risk of further cascading price pressure on sub-premium brands.

Figure 38: Distribution prices of key brands in the Rmb600-1k price range
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Note: Latest data as of 25 May 2026.
Source: Daily Spirits Prices, J.P. Morgan.
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Beer — right side of the channel migration

China's beer market has entered a phase of volume maturity. Total industry production
has stabilized at approximately 40-45 bn liters p.a. since the post-Covid normalization,
following a structural decline from the peak of around 50 bn liters in 2013-14. We do
not expect meaningful volume growth from here - the industry's growth algorithm has
decisively shifted from volume expansion to value extraction through mix upgrade
and pricing power. This backdrop means that for the major brewers - Bud, Tsingtao,
and CR Beer - market share gains and premiumization execution are the primary levers
for revenue growth, rather than riding an expanding volume tide.

Premiumization: Still playing out, but the pace Is moderating

The premiumization trend remains intact but is entering a more gradual phase. Premium
and mid-priced segments have steadily gained share from economy beer over the past
decade - premium rose from 10% of volume in 2010 to an estimated 37% by 2025E,
while economy contracted from 64% to just 28%. However, the rate of mix-up is
naturally decelerating as the low-hanging fruit has been harvested: the premium share
gain of approximately 3 percentage points from 2020 to 2025E compares to a 15-
percentage-point jump in the prior five-year period (2015-2020). Going forward, we
expect premiumization to continue but at a more measured pace, with incremental gains
increasingly dependent on innovation, occasion-based marketing, and super-premium
portfolio development rather than broad-based trade-up from economy.

Figure 39: Total beer volume in China has been stabilizing at 40- Figure 40: Premium and mid-priced beers are taking more share
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Channel mix: The structural shift from on-trade to off-trade

Perhaps the most consequential - and underappreciated - change in China's beer
landscape is the ongoing shift in channel mix from on-trade (restaurants, bars, KTV) to
off-trade (retail, e-commerce, convenience stores, home consumption, outdoor
occasions). China's on-trade mix has historically been significantly higher than its
global peers - hovering around 50% of total volume versus 20-30% in the US, Japan,
and South Korea. However, this ratio has been declining since 2025 and is projected to
fall further toward 35-40% by 2026E (per Euromonitor). The off-trade channel - now
accounting for approximately 60% of industry volume (per our channel checks) — has
become the core growth engine, driven by expanding consumption occasions including
at-home drinking, outdoor barbecues, camping, and family gatherings, while traditional
on-trade venues (restaurants, nightclubs, KTV) remain soft.
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Figure 41: China's on-trade mix is still higher than other countries but Figure 42: Off-trade scenario is becoming more important and CR Beer
has been declining from 2025 has relatively higher mix than Bud China and Tsingtao
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YTD performance: Diverging trajectories among the big three

This channel migration has produced differentiated performance among the major
brewers YTD. All three brewers are converging on a common playbook: optimizing
product portfolios, extending strength in their respective advantaged segments, and
building capabilities for the off-trade-dominated future of China's beer market.

e Bud China, historically over-indexed to nightlife and high-end dining channels, has
been undergoing a strategic pivot since 2025 - refocusing on the Rmb 6-8 price
band with core SKUs including Classic Budweiser, Hoegaarden, and Corona, while
accelerating the recovery of the Harbin Beer brand. This transition has come at a
cost: organic sales declined 11% in 2025 and remained negative at around -4% in
1Q26. However, early signs of stabilization emerged in April through the May Day
holiday (per distributors), with sell-through growth of 1-2% in retail sales and
volume growth of approximately 3% - suggesting a nascent recovery.

e (R Beer continues to deliver steady, positive momentum, leveraging its structural
advantage in off-trade channels (70% off-trade mix - the highest among major
players). The company is driving growth through its core brands - Brave the World,
Pure Draft, Marrs Green - and the premium Heineken series. Sales grew ~1% in
1Q26 and accelerated to ~2% from April onward, with volume growth of 2-3%,
reflecting continued progress on premiumization upgrades (per distributors).

e Tsingtao, with a higher on-trade skew (60% on-trade / 40% off-trade), is navigating
the channel shift by centering its strategy on Draft Beer as the hero SKU, targeting
the Rmb 68 and Rmb 8+ craft segments, and expanding 1-liter formats tailored to
family and home-banquet occasions. April sales grew 2.4% with volume up 3—4%
(per distributors), indicating that its product structure optimization and format
innovation are gaining traction.

Cost resilience: Beer margins better insulated than RTD beverages

Unlike the RTD beverage sector - where PET packaging constitutes a significant portion
of COGS and leaves margins highly exposed to oil price volatility - China's beer
industry benefits from a more diversified and resilient cost structure. The primary cost
components for beer companies are aluminium (25%), overheads (28%), glass (15%),
barley (13%), other raw materials (8%), labour (6%), and paperboard (5%). This
diversification means no single commodity dominates the cost base to the extent that
PET does for RTD players, providing a natural hedge against any one input price spike.

28



Jessie Xu *¢ Asia Pacific Equity Research J.P Morgan

(852) 2800-8590 29 May 2026
jessie.j.xu@jpmorgan.com

Figure 43: COGS breakdown of China beer companies Figure 44: Our beer cost index shows 2026 YTD cost is slightly
trending up with higher aluminum price partially offset by lower glass
prices
2026 YTD vs. 2025 average
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In the current cost inflation cycle, our proprietary JPM Beer Cost Index shows a modest
3.4% YTD increase versus the 2025 average - a manageable headwind rather than a
margin-compressing force. The primary pressure point is aluminium (+15.7% YTD vs.
2025 average), but this has been partially offset by declining glass prices (-7.6%) and
broadly stable barley (+0.5%) and paperboard (-0.6%). Historically, the beer cost index
surged from a base of 100 (Dec 2019) to a peak of approximately 130 in 2022-2023
before moderating back to around 120 currently - a level that remains elevated versus
pre-Covid but has stabilized and is well within the range that brewers can absorb
through premiumization and operating leverage. In our view, this cost resilience -
combined with ongoing ASP uplift from mix improvement - positions the beer sector for
margin stability or modest expansion in 2026, in contrast to RTD peers facing more
acute input cost headwinds from elevated oil and PET prices.

Figure 45: Beer cost slightly trending up but still at a managable level
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Source: JCI China, Shanghai Changjiang Metals Market, Zhengzhou Commodity Exchange, NBS, J.P. Morgan.
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e Isita good time to buy? We think timing is nuanced. Post the 1Q26 update, the range
0f 2026 earnings forecasts has narrowed but remains wide at Rmb10bn (c. -20% yoy)
to Rmb13bn (c. +3% yoy). Bloomberg consensus remains at Rmb14.3bn (c. +11% yoy),
which we expect to be revised down (JPMe: Rmb12bn, c. -6% yoy) (Figure 60). Our
near-term concern is the cadence: we foresee a downward trendline of ~15% growth in
2Q), followed by a ~17% decline in 3Q, before stabilization in 4Q (Figure 53). To frame
entry sensitivity, we ran a stress test (Figure 46): if 2026 earnings were Rmb10bn (bear
case), the current valuation implies ~17x 2026E P/E, versus ~15x in our base case and
~13x in a bull case. In our view, this skew supports a Neutral stance: quality is evident,
but the near-term risk-reward looks balanced until earnings visibility improves.

e We assume coverage with a Neutral rating and a Jun-27 price target of HK$165,
based on 14x 2027E P/E, consistent with Pop Mart’s four-year historical average. Our
SOTP-based stress test (Figure 65) suggests that applying 15x 2026E P/E to the China
business (less than 1x PEG on the back of 17% 2025-28E EPS CAGR) and 8x to the
overseas business (a trough multiple for cyclicals) yields a fair value of HK$140 (on
2026E) or HK$160 (on 2027E); China alone implies HK$124 or HK$138 on 15x 2026E
or 2027E P/E, levels at which the share price could find support, we believe. Key risks
include delays or failures in new IP launches, challenges in overseas execution, cost
inflation, and reputational risks.

Figure 46: Pop Mart — 2-year base case, bull case and bear case scenario analysis

Base case (JPMe) Bull case

FYE Dec 31 (Rmbmn 2025 1026 2026E  3Q26E  4Q26E  2026E  2027E 2025 2026E  2027E
Total revenue 37420 9,707 9625 10,144 11,421 4059 45,657 37,420 42572 50,288
Yoy 185%  76%  15%  -17% % e 12% 185% 5% 18%

* China PRC 20852 6610 6440 6633 6954 2663% 28,836 20852 27407 3,473
YoY 135%  103% 28% 1% 18% 26% 135% 0% 15%

* Overseas 3,098 3186 3511 4167 13,961 16,821 15465 19,114
YoY 38% 5% -36% -19% 20% % 24%

- Asia Pacific 1578 1595 1,787 2,101 7,866 801 9213
Yoy 25% 0% -31% -19% 11% Pe 15%

- Americas 1,240 1,267 1368 1,577 6,733 7,232
YoY 55% -13% -41% -29% 23% 25%

- Europe and others 280 323 35 489 2,221 2,670
Yo 60% 7% 41%  31% 53% 60%
Gross profit 31,609 35,201
69.2% 70.0%

0.6% 1.0%
{11,005) (10,580)

24.3% 21.0%
(2,465) (2.414)

5.4% 48%

18,233

14%

Profit before tax

Income tax expense (5,309) (4,025) (3.234) (3,640)
Profit after tax 17,166 13,012 10455 11,769
Minority interest (312) (236) (190) (214)
Net profit 16,854 12,776 10,265

Net margin 33.5% 34.4% 7.9%
Net profit (adjusted) 16,926 12,847 10,337

YoY

23% 299% -20%

{2025-27E Earnings CAGR

15% Bearcase 5% |
| Trading P/E multiple 15x 13x 13x 1ix 17x
| Target P/E multiple 14x 14x 18x 18x 12x
{Fair value (HKS) §145 $165 s210 $260 $106 i
{Implied up/(down)side -6% 7% 3% 69% -31% -22% |

Note: Price as of 27 May 2026.
Source: Company data, J.P. Morgan estimates.
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Company Data
Shares O/S (mn) 1,343
52-week range (HK$) 339.80-140.10
Market cap ($ mn) 27,683
Exchange rate 7.83
Free float (%) 55.0%
3M ADV (mn) 22.20
3M ADV ($ mn) 4731
Volatility (30 Day) 69
Index HSI
BBG ANR (Buy | Hold | Sell) 39153
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 37,120 40,598 45,657 50,002
Adj. EBITDA 18,008 17,325 19,808 21,828
Adj. EBIT 16,890 15,979 18,233 20,057
Adj. net income 12,847 12,119 13,792 15,212
Adj. EPS 9.64 9.02 10.27 11.33
BBG EPS 9.59 10.93 12.78 14.75
Cashflow from operations 10,865 13,562 17,070 17,400
FCFF 9,635 12,170 15,659 15,801
Margins and Growth
Revenue Growth Y/Y (%) 184.7% 9.4% 12.5% 9.5%
Gross margin 72.1% 68.7% 69.2% 69.4%
EBITDA margin 48.5% 42.7% 43.4% 43.7%
EBIT margin 45.5% 39.4% 39.9% 40.1%
Adj. EPS growth 298.6% (6.4%) 13.8% 10.3%
Ratios
Adj. tax rate 23.6% 23.6% 23.6% 23.6%
Interest cover NM NM 3,241.0 NM
Net debt/Equity NM NM NM NM
Net debt/EBITDA NM NM NM NM
ROCE 99.3% 52.5% 42.2% 34.6%
ROE 78.0% 45.4% 37.8% 31.9%
Valuation
FCFF yield 5.2% 6.5% 8.3% 8.4%
Dividend yield 1.7% 1.6% 1.8% 2.0%
EV/Revenue 43 3.7 31 2.6
EV/EBITDA 8.8 8.7 71 6.0
Adj. PIE 145 16.5 136 12.3
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Summary Investment Thesis and Valuation
Investment Thesis

We are Neutral on Pop Mart. We are highly convinced of Pop
Mart’s leadership advantages and moats in a structurally
growing industry: 1) a proven, hard-to-replicate ability to
source, operate, and monetize artist IP globally; 2) meaningful
pricing power and member loyalty; and 3) management’s
strategic consistency, long-term orientation, and market-driven
“self-iteration” mindset. That said, at 15x 2026E P/E and 13x
2027E P/E (JPMe), valuation looks broadly fair against a de-
rated China consumer benchmark (discretionaries at ~13x on
average). While underlying fundamentals remain attractive, we
expect meaningful short-term volatility as the market adjusts to
the upcoming quarterly cadence over the next 6-9 months.
Bloomberg consensus for 2026 earnings remains at Rmb14.3bn
(c. +11% yoy), which we expect to be revised down (JPMe:
Rmb12bn, ¢. -6% yoy). Our near-term concern is the cadence:
we foresee a downward trendline of ~15% growth in 2Q,
followed by a ~17% decline in 3Q, before stabilization in 4Q.
In our view, this skew supports a Neutral stance: quality is
evident, but the near-term risk-reward looks balanced until
earnings visibility improves.

Valuation

Our Jun-27 PT of HK$165 is based on 14x target 2027E P/E
against 14% earnings growth, in line with its historical average
12-month forward rolling P/E in the past four years. This implies
c.1x PEG, in line with global peers’ (including Disney, Mattel,
Hasbro, Sanrio and Bandai) average of 1x 2027E PEG (BBG
consensus). The stock is currently trading at 14.5x 2026E P/E
(vs historical high at close to 30x in Aug 2025).

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 64%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP -0.14 0.07
Region: Hong Kong -0.06 0.14
Macro:
JP Morgan GBI-EM Global Div 041 0.42
JPM EM Currency(EMCI) Fixing 0.28 0.24
Generic 1st 'CO’ Future -0.38 -0.23
Quant Styles:
LowVol 0.36 0.28
DivYld 023 022
Value 0.26 0.22

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Key charts

Figure 47: Pop Mart is still in an early stage of its overseas expansion
with only 185 overseas stores at end-2025 (vs 445 in China)
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Source; Company data, J.P. Morgan estimates.

Figure 49: Channel mix is more balanced in China, while online
channels overshot in the Americas — needs to be addressed in 2026
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Source: Company data, J.P. Morgan estimates.

Figure 51: We expect overseas and China revenue to sequentially
improve in the next few quarters...
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Figure 48: 2025 was a booster of overseas demand, and Pop Mart is set
to go further by opening more stores
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Figure 50: Overseas monthly revenue per store should normalize from
2026 after surge in 2025
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Figure 52: ...and yoy growth to stabilize in 4Q26, after a double-digit
yoy sales decline in 3Q26 on a tough base

— — — Totalrevenue ===O=== China PRC
300%
250%
200%
150%
100%

50%
0%
-50%

Overseas

w > > w w

§ § § § 8§ § § §

- 39 =] < - =] g 8
o~ @ =+

Source: Company data, J.P. Morgan estimates.
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Figure 54: We expect China and overseas gross margin to stablize at

68%-70% in 2026E-28E

==om=Ching PRC  ==e==(Qverseas

90%
80%
70%
80% o o
50% g

40%
30%
20%

2017
2018
2019
2020
2021

Source: Company data, J.P. Morgan estimates.

34

2022

2023

® @
@
o~ .
/. _ O gum@m=@ 0% 6/ \10
®

Asia Pacific Equity Research
29 May 2026

J.PMorgan

Figure 53: Quarterly revenue by channels

FYE Dec 31 (Rmb mn) 1Q25 2Q25 3Q25 4Q25 1Q26 2Q26E 3Q26E 4Q26E
Revenue YoY (JPMe)
Total revenue 126% 295% 257% 118% 76% 15% -17% 1%
China PRC 96% 170% 185% 95% 103% 28% -1% 18%
Overseas 475% 410% 360% 171% 38% -5% -36% -19%
- Asia Pacific 345% 210% 170% 90% 25% 0% -31% -19%
- Americas 895% 1337% 1265% 392% 55% -13% -41% -29%
- Europe and others 600% 610% 735% 273% 60% % -41% 31%
Revenue QoQ (JPMe)
Total revenue 9% 52% 45% 9% -12% =1% 5% 10%
China 8% 54% 33% -12% 12% -3% 3% 5%
Overseaas 17% 50% 64% 6% -40% 3% 10% 19%
- Asia Pacific 7% 26% 62% 0% -39% 1% 12% 18%
- Americas 78% 83% 58% -5%! -44% 2% 8% 1 5%!
- Europe and others 75% 73% 99% -38%; -25% 16% 10% 37%:
Quarterly run-rate 15% 23% 33% 30% 24% 24% 25% 27%
China PRC 16% 24% 32% 28% 25% 24% 25% 26%
QOverseas 14% 21% 34% 32% 22% 23% 25% 30%
- Asia Pacific 16% 20% 32% 32% 22% 23% 25% 30%
- Americas 12% 22% 34% 33%| 23% 23% 25% 29%|
- Europe and others 12% 21% 41% 26%5 18% 22% 25% 34%i

Source: Company data, J.P. Morgan estimates.

Figure 55: While China operating margin will be relatively stable,
overseas operating margin will decline to 31% in 2026E from 49% in
2025, and gradually improve afterwards
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Source; Company data, J.P. Morgan estimates.
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Figure 56: Pop Mart - Our base case 2026 net profit waterfall chart

(2,307)
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+28% yoy

-14% yoy

2025 net profit
Source: Company data, J.P. Morgan estimates.
Figure 57: Pop Mart has proven its capability in the commercialization

of artist IPs, with revenue scale of Molly, Skullpanda and Dimoo
reaching historical high in Pop Mart’s hands

Rmb mn e === SKULLPANDA —e— Molly
£000 —_—— D|r|.'|ou . «o==CRYBABY
s Twinkle Twinkle °
3,000 @
2,000 é’
1,000 —9 e
) =—o—*
/.-——.f
o—® o @
~ © =] =3 = g9 & & &
8 8 &8 B B 5 8B B =B

Source: Company data.
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Figure 58: We expect 20% and 23% revenue CAGRs from non-Labubu
IPs in China and overseas markets in 2025-28E
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Source: Company data, J.P. Morgan estimates.

35



Jessie Xu *¢ Asia Pacific Equity Research J.R Morgan

(852) 2800-8590 29 May 2026
jessie.j.xu@jpmorgan.com

Earnings forecasts

Figure 59: Pop Mart - Key assumptions and operating metrics

FYE Dec 31 (Rmb mn) 2024 JIF 20266 2027 2028 26-286 CAGR  [ECZEEEITS 1H26E  2H26E

Store count

Retail store 531 630 744 817 889 9% 571 630 681 744
Mainland China 401 410 430 440 450 409 410 420 430
Hong Kong, Macao and Taiwan 30 35 39 42 s 34 35 37 39
Overseas 100 185 275 335 395 128 185 224 275

Roboshop 2,492 2,637 2,764 2,891 3,018 4% 2,597 2,637 2,690 2,764

Net opening

Retail store 98 99 114 73 72 40 59 51 63
Mainland China 38 9 20 10 10 8 1 10 10
Hong Kong, Macao and Taiwan 30 5 4 J 2 4 1 2 2
Overseas 30 85 90 60 60 28 57 39 51

Roboshop 203 145 127 127 127 105 40 53 74

Revenue by Region

The PRC 8,886 20,852 26,636 28,836 30,939 8% 8,283 12,569 13,049 13,587
Overseas 4,151 16,268 13,961 16,821 19,063 17% 5593 10,675 6,283 7,678
Asia Pacific 3,110 8,011 7,060 7,866 8,478 2,851 5,160 3173 3,887
Americas 802 6,806 5453 6,733 7,604 2,265 4541 2,507 2,946
Europe and other regions 239 1,451 1,448 2,221 2,981 478 973 603 845
Total 13,038 37,120 40,598 45,657 50,002 11% 13,876 23,244 19332 21,265
YoY change
The PRC 135% 28% 8% 7% 135% 134% 58% 8%
Overseas 292% -14% 20% 13% 434% 244% 12% -28%
Asia Pacific 158% -12% 1% 8% 258% 123% 11% -25%
Americas 748% -20% 23% 13% 1142% 633% 1% -35%
Europe and other regions 506% 0% 53% 34% 607% 467% 26% -13%
Total 185% 9% 12% 10% 204% 174% 39% 9%
FYE Dec 31 (Rmb mn) 2024 2025 2026E 2027E 2028E 26-28E CAGR -um 1H26E 2H26E
Total revenue 13,038 37,120 40,598 45,657 50,002 1% 13,876 23,244 19332 21,265
YoY % 107% 185% 9% 12% 10% 204% 174% 39% -9%
Gross margin 66.8% 72.1% 68.7% 69.2% 69.4% 70.3% 73.2% 68.7% 68.7%
Operating profit 4,154 16,890 15,979 18,233 20,057 12% 6,044 10,847 7,456 8,523
YoY % 238% 307% -5% 14% 10% 437% 258% 23% -21%
Operating margin 31.9% 455% 39.4% 39.9% 40.1% 43.6% 46.7% 38.6% 40.1%
Reported net profit 3,125 12,776 12,047 13,721 15,141 12% 4574 8,201 5623 6,424
YoY % 189% 309% -6% 14% 10% 396% 272% 23% -22%
Rerported net margin 24.0% 34.4% 29.7% 30.1% 30.3% 33.0% 35.3% 29.1% 30.2%
Adj. net profit 3,220 12,847 12,119 13,792 15,212 12% 4,602 8,245 5,659 6,460
YoY % 172% 299% -6% 14% 10% 372% 267% 23% -22%
Adj. net margin 24.7% 346% 29.9% 30.2% 30.4% 33.2% 35.5% 29.3% 30.4%

Adij. EPS - basic (Rmb) 243 9.66 9.02 10.27 11.33 12% 3.46 6.20 4.21 4.81

v a 5740 a8 140 100 2740 2740, L)
oY % 4% 298% -f 7o 14%% 0% I 17 i 1% 2270 - e

Source: Company data, J.P. Morgan estimates.
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Figure 60: Pop Mart - JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs. consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Revenue 40,598 45,657 50,002 44,059 51,166 58,200 -7.9% -10.8% -14.1%
YoY 9.4% 12.5% 9.5% 18.7% 16.1% 13.7%
Gross profits 27,873 31,609 34,706 31,148 36,294 41,350 -10.5% -12.9% -16.1%
YoY 4.1% 13.4% 9.8% 16.4% 16.5% 13.9%
Gross margin 68.7% 69.2% 69.4% 70.7% 70.9% 71.0% -2.0pp -1.7pp -1.6pp
Operating profit 15,979 18,233 20,057 19,203 22,504 25,698 -16.8% -19.0% -21.9%
YoY -5.4% 14.1% 10.0% 13.7% 17.2% 14.2%
Operaling margin 39.4% 39.9% 40.1% 43.6% 44.0% 44.2% -4.2pp -4.0pp -4.0pp
Adj. net profit 12,119 13,792 15,212 14,314 16,712 19,196 -15.3% -17.5% -20.8%
YoY -5.7% 13.8% 10.3% 11.4% 16.8% 14.9%
Adj. net margin 29.9% 30.2% 30.4% 32.5% 32.7% 33.0% -2.6pp -2.5pp -2.6pp
Adj. EPS (Rmb) 9.02 10.27 11.33 10.93 12.78 14.75 -17.5% -19.6% -23.2%
YoY -6.6% 13.8% 10.3% 13.2% 16.9% 15.4%
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.
Figure 61: Pop Mart - Consensus EBIT revisions Figure 62: Pop Mart — Share price vs consensus forward EPS
o= o om J027E EBIT s 2026E EBIT HK$ s POpMart share price == == = Forward EPS (RHS)  Rmb
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Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 63: Pop Mart 12-month rolling P/E Figure 64: Pop Mart 12-month rolling P/E band chart
X s Pop Mart 12-month rolling PE .
g(l) P Y 3"5";% Share price
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Source: J.P. Morgan, Bloomberg Finance L.P. Source: J.P. Morgan, Bloomberg Finance L.P.
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Figure 65: Pop Mart SOTP-based stress valuation test: 15x target 2026E P/E on China business (17%
CAGR) and 8x on overseas business (trough valuation for cyclicals) implies a fair value of HK$140;

China alone = HK$124

FYE Dec 31 (Rmb mn)
Revenue

China PRC
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Note: Qur Jun-27 PT of HK$165 is based on 14x target 2027E P/E. Red text refers to JPMe.
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Source: Company data, J.P. Morgan estimates.
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Investment Thesis, Valuation and Risks

Pop Mart - H (Neutral; Price Target: HK$165.00)

Investment Thesis

We are Neutral on Pop Mart. We are highly convinced of Pop Mart’s leadership advantages
and moats in a structurally growing industry: 1) a proven, hard-to-replicate ability to source,
operate, and monetize artist [P globally; 2) meaningful pricing power and member loyalty;
and 3) management’s strategic consistency, long-term orientation, and market-driven “self-
iteration” mindset. That said, at 15x 2026E P/E and 13x 2027E P/E (JPMe), valuation looks
broadly fair against a de-rated China consumer benchmark (discretionaries at ~13x on
average). While underlying fundamentals remain attractive, we expect meaningful short-
term volatility as the market adjusts to the upcoming quarterly cadence over the next 6-9
months. Bloomberg consensus for 2026 earnings remains at Rmb14.3bn (c. +11% yoy),
which we expect to be revised down (JPMe: Rmb12bn, c. -6% yoy). Our near-term concern
is the cadence: we foresee a downward trendline of ~15% growth in 2Q, followed by a~17%
decline in 3Q, before stabilization in 4Q. In our view, this skew supports a Neutral stance:
quality is evident, but the near-term risk-reward looks balanced until earnings visibility
improves.

Valuation

Our Jun-27 PT of HK$165 is based on 14x target 2027E P/E against 14% earnings growth,
in line with its historical average 12-month forward rolling P/E in the past four years. This
implies ¢.1x PEG, in line with global peers’ (including Disney, Mattel, Hasbro, Sanrio and
Bandai) average of 1x 2027E PEG (BBG consensus). The stock is currently trading at 14.5x
2026E P/E (vs historical high at close to 30x in Aug 2025).

Risks to Rating and Price Target
Key upside risks include: successful launches of new super IP, expansion of licensing
business, category expansion, and faster recovery of overseas business.

Key downside risks: include delays or failures in new IP launches, overseas execution
challenges, cost inflation, and geopolitical and regulatory risks.
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Income Statement ___________ FY24A FY25A FY26E FY2(E FY28E CashFlowStatement ____________ FY24A FY25A FY26E FY2IE _FY28E
Revenue 13,038 37,120 40,598 45657 50,002 Cash flow from operating activities 4,954 10,865 13,562 17,070 17,400
COGS (4,330) (10,355) (12,725) (14,048) (15,296) o/w Depreciation & amortization 863 1,118 1,346 1575 1,171
Gross profit 8,708 26,765 27,873 31,609 34,706 o/w Changes in working capital 253 (3,317)  (282) 1179  (192)
SG&A (4,598) (9,853) (12,057) (13,560) (14,851)
Adj. EBITDA 5017 18,008 17,325 19,808 21,828 Cash flow from investing activities 9 (989) (1,414) (1,457) (1,601)
D&A (863) (1,118) (1,346) (1,575) (1,771) ofw Capital expenditure (517) (1,172) (1,380) (1,415) (1,550)
Adj. EBIT 4154 16,890 15979 18,233 20,057 as % of sales 4.0% 3.2%  34% 3.1% 3.1%
Net Interest 163 76 16 (6) 63
Adj. PBT 4366 17,037 16,065 18,297 20,190 Cash flow from financing activities (959) (1,767) (4,482) (4,849) (5,480)
Tax (1,057) (4,025 (3795) (4,322) (4,770)  ofw Dividends paid (378) (1,083) (3,194) (3,012) (3,430
Minority Interest (183)  (236) (223)  (254)  (280) ofw Shares issued/(repurchased) (78) 0 0 0 0
Adj. Net Income 3,220 12,847 12,119 13,792 15212 o/w Net debt issued/(repaid) = - = = -
Reported EPS 2.35 9.58 897 1022 11.27 Netchange in cash 4,031 7666 7,667 10,764 10,318
Adj. EPS 2.42 9.64 9.02 1027 11.33
Adj. Free cash flow to firm 4314 9,635 12,170 15659 15,801
DPS 0.81 2.38 2.24 2.55 2.82 y/y Growth 191.2% 123.4% 26.3% 28.7% 0.9%
Payout ratio 47% 248% 250% 250% 25.0%
Shares outstanding 1,332 1333 1343 1343 1343
BalanceSheet  FY24A FY25A FY26E FY2/E FY28E RatioAnalysis _ _ _ FY24A FY25A FY26E FY27TE FY28E
Cash and cash equivalents 6,109 13775 21442 32,206 42,524 Gross margin 66.8% 721% 68.7% 692% 694%
Accounts receivable 478 921 1,008 1,133 1,241 EBITDA margin 385% 485% 427% 434% 43.7%
Inventories 1525 5473 6,143 5209 5669 EBIT margin 31.9% 455% 394% 39.9% 40.1%
Other current assets 4125 4745 4275 4377 4464 Netprofit margin 247% 346% 299% 302% 304%
Current assets 12,236 24,915 32,867 42924 53,898
PP&E 739 1418 1984 2489 3013 ROE 349% 78.0% 454% 378% 31.9%
LT investments 549 485 500 515 530 ROA 259% 547% 324% 281% 24.6%
Other non current assets 1347 5284 7452 9269 10,815 ROCE 57.2% 99.3% 525% 422% 34.6%
Total assets 14,871 32101 42,803 55197 68,257 SG&A/Sales 353% 26.5% 207% 297% 29.7%
Net debt/Equity NM NM NM NM NM
Short term borrowings . . ) . . Net debt/EBITDA NM  NM  NM  NM  NM
Payables 1010 1858 1890 2084 2268
Other short term liabiliies 2360 5310 7043 7917 8p27 Sales/Assets x) 16 11 09 08
Current liabilities 3370 7,168 8933 10,001 10,805 Assels/Equily (x) 13 14 14 13 13
Long-term debt & = z : . Interest cover (x) NM NM NM  3,241.0 NM
Other long term liabilities 616 2,281 2142 2505 2,680 Operating leverage 222.2% 166.0% (57.6%) 113.2% 105.1%
Total liabilities 3986 9449 11,074 12,506 13575 |oxrale 242%  236% 238% 23.6% 23.6%
Shareholders' equity 10,684 22278 31,131 41840 53550 Revenueyly Growth 106.9% 1847%  94% 125%  95%
Total liabilities & equity 14871 32,101 42,803 55197 68,257 EPSyly Growth 173.7% 2986% (6.4%) 13.8% 10.3%
BVPS 796 1659 2318 3116  39.88 :?EIU(?;U“_FY;”;_FYS?FY?:E‘FY1237:‘FY1228;E;
¥y Growth 38.0% 108.5% 39.7% 344% 28.0% PIBY () 176 - 60 A5 pos
EV/EBITDA (x) 3341 8.8 8.7 71 6.0
Net debt/(cash) (3,537) (3/453) (3453) (3454) (3,455) Dividend Yield 0.6% 1.7% 1.6% 18% 20%

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Price Performance

30
25
$ 20
15
10
Jul 25 Oct 25 Jan 26 Apr 26
— MNSO Price ($) HSI (rebased)
YTD m 3m 12m
Abs -33.5% -16.5% -30.8% -28.4%
Rel -32.3% -14.2% -25.9% -36.7%
Company Data
Shares O/S (mn) 308
52-week range ($) 26.74-12.31
Market cap ($ mn) 3,846
Exchange rate 1.00
Free float (%) -
3M ADV (mn) 047
3M ADV ($ mn) 75
Volatility (30 Day) 35
Index HSI
BBG ANR (Buy | Hold | Sell) 19J2/0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 21,444 25,606 29,443 33,458
Adj. EBITDA 4,509 5,889 5,899 6,460
Adj. EBIT 3,303 4,426 4,376 4,929
Adj. net income 2,898 2,584 3,406 3,792
Adj. EPS 9.40 8.30 10.95 12.19
BBG EPS 9.15 9.74 10.85 12.61
Cashflow from operations 2,578 5,933 5,023 5,543
FCFF 1,580 5421 4434 4,874
Margins and Growth
Revenue Growth Y/Y (%) 26.2% 19.4% 15.0% 13.6%
Gross margin 45.0% 44.5% 44.3% 44.4%
EBITDA margin 21.0% 23.0% 20.0% 19.3%
EBIT margin 15.4% 17.3% 14.9% 14.7%
Adj. EPS growth 77%  (11.6%) 31.8% 11.3%
Ratios
Adj. tax rate 36.8% 25.0% 25.0% 25.0%
Interest cover 13.8 18.4 18.4 18.0
Net debt/Equity NM 0.1 0.2 0.2
Net debt/EBITDA NM 0.2 0.4 05
ROCE 12.0% 14.5% 12.9% 13.4%
ROE 21.7% 22.5% 26.1% 25.8%
Valuation
FCFF yield 6.1% 20.6% 16.9% 18.5%
Dividend yield 5.5% 4.9% 6.5% 7.2%
EV/Revenue 0.9 0.9 0.8 0.7
EV/EBITDA 43 38 39 37
Adj. PIE 9.0 10.2 7.7 6.9

Asia Pacific Equity Research

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We have an OW rating. Miniso is a fast-growing global retailer
of lifestyle products (mainly blind boxes, plush toys, fragrance
and travel) across 8,485 stores (as of end-2025). The company
is entering its third strategic phase,“parkification”, anchored by
immersive, large-format stores and a robust, multi-IP platform.
Miniso’s 4Q25 results highlight the success of this transition:
revenue grew 32.7% yoy, with China up 25%, overseas up 31%,
and Top Toy up 112%. Three key drivers underpin our positive
view: 1) the rapid rollout of “Miniso Land” and flagship stores,
now 10% of the network and delivering 20% of GMYV, with
further expansion planned in 2026, 2) resilient SSSG, with
China 4Q25 SSSG at 15% and US SSSG over 20%; and 3) a
disciplined approach to margin management and capital
allocation, with a 50% dividend payout and ongoing buybacks.

Valuation

The stock is trading at 7-8x 2027E P/E, over 1STD below its
historical average of 14x and global peers’average of 13x, which
we think is over-punished by the market. With ¢.10% core 2025-
27E EPS growth and 6.5% dividend yield (2027E), Miniso
should be able to gradually regain confidence after several
quarters of the “Yonghui acquisition”, which we expect to
support a P/E mean reversion. Our Jun-27 PT of US$16 is based
on 10x 2027E P/E, in line with 1STD below its historical average
12-month rolling P/E in the past four years, which we consider
fair given declining operating margins through DTC
transformation in overseas markets and associated uncertainties
on margin trends.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 64%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.18 0.18
Region: China 0.00 0.27
Macro:
JPM China A-shares Sentiment 0.39 0.31
Citi Economic Surprise - EM -0.36 -0.22
JPM Global Equity Sentiment 013 0.18
Quant Styles:
Momentum -0.58 -0.24
Size -0.40 -0.20
Value 0.27 -0.12

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 66: Miniso — Key assumptions and operating metrics

FYE Dec 31 (Rmb mn) 2024 2025 2026E 2027E 2028E 25-28E CAGR 1Q25 2025 3Q25 4Q25: 1Q26
Total store count 7,780 8,485 9,015 9,495 9,925 5% 7,768 7,905 8,138 8,485 8,565
Miniso 7,504 8,151 8,621 9,041 9411 5% 7,488 7,612 7.8 8,151 8,210
China 4,386 4,568 4688 4,808 4928 3% 4275 4,305 4,407 4,568 4,593
Overseas 3,118 3,583 3,933 4233 4483 8% 3,213 3,307 3,424 3,583 3617
Top Toy 276 334 394 452 514 15% 280 293 307 324 355
YoY change 19% 9% 6% 5% 5% 14% 12% 10% 9% 10%
Miniso 17% 9% 6% 5% 4% 13% 1% 9% 9% 10%
China 12% 4% 3% 3% 2% 6% 5% 4% 4% T%
Overseas 25% 15% 10% 8% 6% 24% 20% 17% 15% 13%
Top Toy 86% 21% 18% 15% 13% 75% 50% 31% 21% 27%
Net opening 1,219 705 530 480 430 (12) 137 233 347 80
Miniso 1,091 647 470 420 370 (16) 124 219 320 59
China 450 182 120 120 120 (111) 30 102 161 25
Overseas 631 465 350 300 250 95 94 117 159 34
Top Toy 128 58 60 60 60 4 13 14 7 21
Revenue by brand 16,994 21,444 25606 29,443 33,458 16% 4,427 4,966 5,797 6,254 5,688
Miniso 16,003 19,525 22,745 25711 28772 14% 4 086 4563 5221 5,654 5173
Top Toy 983 1,916 2,858 3,728 4,681 35% 340 402 575 599 514
Others 8 3 4 4 < 10% 1 1 1 1 1
YoY change 23% 26% 19% 15% 14% 19% 23% 28% 33% 28%
Miniso 22% 22% 16% 13% 12% 17% 20% 23% 28% 2T%
Top Toy 45% 95% 49% 30% 26% S9% 87% 1M% 112% 51%
Others -79% -58% 10% 10% 10% -54% -T0% -56% -53% £5%
FYE Dec 31 (Rmb mn) 2024 2025 2026E 2027TE 2028E 25-28E CAGR 1Q25 2Q25 3Q25 4Q25: 1Q26
Total revenue 16,994 21,444 25606 29,443 33,458 16% 4,427 4,966 5,797 6,254 5,688
YoY % 23% 26% 19% 15% 14% 19% 23% 28% 33% 28%
Gross margin 44.9% 45.0% 44.5% 44 3% 44 4% 44 2% 44 3% 44 7% 46.4% 43.3%
Adj. operating profit 3,394 3,665 3,884 4,461 5,014 11% 733 839 1,040 1,053 838
YoY % 18% 8% 6% 15% 12% -5% 7% 18% 10% 14%
Adj. operating margin 20.0% 17.1% 15.2% 15.2% 15.0% 16.6% 16.9% 17.9% 16.8% 14.7%
Reported net profit 2,618 1,205 3,011 3477 3,648 45% 416 490 441 (142) 1,251
YoY % 16% -54% 150% 6% 15% -29% -17% -31% -118% 200%
Remported netmargin  154%  56%  11.8%  108%  109% 9.4%  99%  76% -23%| 220%
Adj. net profit 2,714 2,892 2,832 3,406 3,792 9% 586 679 784 844 633
YoY % 16% 7% -2% 20% 11% -4% 9% 16% 5% 8%
Adj. net margin 16.0% 13.5% 11.1% 11.6% 11.3% 13.2% 13.7% 13.5% 13.5% 11.1%
Adj. EPADS - basic (Rmb) 8.78 9.45 8.35 11.01 12.26 9% 1.92 224 248 2.80 1.80
YoY % 16% 8% -12% 32% 11% -2% 12% 13% 9% -6%

Source: Company data, J.P. Morgan estimates.
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Figure 67: Miniso — JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Revenue 25,606 29,443 33,458 25,465 29,292 33,296 0.6% 0.5% 0.5%
0 19.4% 15.0% 13.6% 18.8% 15.0% 13.7% 0.7pp 0.0pp 0.0pp
Gross profits 11,385 13046 14,866 11,453 13,251 15,209 -0.6% -1 5% -2.3%
0 18.0% 14.6% 13.9% 18.7% 15.7% 14.89 -0.7pp -1.1pp -0.8pp
Gross margin 44.5% 44.3% 44.4% 45.0% 45.2% 45.7% -0.5pp -0.9pp -1.2pp
Operating profit 3,684 4,461 5,014 4,032 4,448 5,207 -3.7% 0.3% -3.7%
0 6.0% 14.9% 12.4% 10.0% 10.3% 17.1% -4 0pp 4 5pp -4.7pp
Operating margin 15.2% 15.2% 15.0% 15.8% 15.2% 15.6% -0.7pp 0.0pp -0.6pp
Adij. net profit 2,832 3,406 3,792 3,059 3,476 4,015 -T4% -2.0% -5.6%
0 -2.1% 20.3% 11.3% 5.8% 13.6% 15.5% -7.9pp 6.7pp -4 2pp
Non-GAAP net margin 11.1% 11.6% 11.3% 12.0% 11.9% 12.1% -1.0pp -0.3pp -0.7pp
Adj. EPS (Rmb) 8.35 11.01 12.26 9.74 10.85 12,61 -14.2% 1.5% -2.8%
0 11.6% 11.3% 3.0% 11.4% 16.3% -14.6pp 20.4pp -4.9pp
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.
Figure 68: Consensus EBIT revisions — Miniso Figure 69: Share price vs consensus forward EPS - Miniso (ADR)
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Figure 70: Miniso (ADR)12-month rolling P/E Figure 71: Miniso (ADR)12-month rolling P/E band chart
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Investment Thesis, Valuation and Risks

Miniso - ADR (Overweight; Price Target: $16.00)

Investment Thesis

We have an OW rating. Miniso is a fast-growing global retailer of lifestyle products (mainly
blind boxes, plush toys, fragrance and travel) across 8,485 stores (as of end-2025). The
company is entering its third strategic phase, “parkification”, anchored by immersive, large-
format stores and a robust, multi-IP platform. Miniso’s 4Q25 results highlight the success
of this transition: revenue grew 32.7% yoy, with China up 25%, overseas up 31%, and Top
Toy up 112%. Three key drivers underpin our positive view: (1) the rapid rollout of “Miniso
Land” and flagship stores, now 10% of the network and delivering 20% of GMYV, with
further expansion planned in 2026; (2) resilient SSSG, with China 4Q25 SSSG at 15% and
US SSSG over 20%; and (3) a disciplined approach to margin management and capital
allocation, with a 50% dividend payout and ongoing buybacks.

Valuation

The stock is trading at 7-8x 2027E P/E, over 1STD below its historical average of 14x and
global peers’ average of 13x, which we think is over-punished by the market. With ¢.10%
core 2025-27E EPS growth and 6.5% dividend yield (2027E), Miniso should be able to
gradually regain confidence after several quarters of the “Yonghui acquisition”, which we
expect to support a P/E mean reversion. Our Jun-27 PT of US$16 is based on 10x 2027E
P/E, in line with ISTD below its historical average 12-month rolling P/E in the past four
years, which we consider fair given declining operating margins through DTC
transformation in overseas markets and associated uncertainties on margin trends.

Risks to Rating and Price Target

Key downside risks to our rating and price target include: 1) slower-than-expected store
expansionor SSSG; 2) margin pressure from direct store investments; 3) overseas execution
and macro headwinds; and 4) ongoing drag from non-core items (Yonghui, CB-related
costs).
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Miniso - ADR: Summary of Financials

J.PMorgan

Income Statement _____________ FY2A FY25A FYZGE FYZE FYZE CashFlowStatement _________ FY24A FY25A FY2GE FYZIE FYZE
Revenue 16,994 21,444 25606 29,443 33,458 Cash flow from operating activities 2,168 2,578 5933 5023 5543
COGS (9,357) (11,796) (14,221) (16,398) (18,592)  o/w Depreciation & amortization 809 1206 1463 1523 1530
Gross profit 7,637 9,648 11,385 13,046 14,866 ofw Changes in working capital (1,103) (1,354) 1,021 (157)  (17)
SG&A (4451) (6,491) (7.925) (9,687) (11,008)
Adj. EBITDA 4124 4509 5889 5899 6460 Cash flow from investing activities (533) (7,020) (512)  (589)  (669)
D&A (809) (1,208) (1463) (1,523) (1,530)  olw Capital expenditure (763)  (998) (512)  (589)  (669)
Adj. EBIT 3,316 3,303 4,426 4,376 4,929 as % of sales 4.5% 4.7%  20% 2.0% 2.0%
Net Interest 26 (327) (3200 (320) (359)
Adj. PBT 3348 1913 4,030 4,252 4,884 Cash flow from financing activities (1,721) 4,969 (2,721) (3,524) (3,985)
Tax (712)  (704) (1,008) (1,063) (1,221)  olw Dividends paid (1246) (1,358) (1,292) (1,703} (1,896)
Minority Interest (18) (5) (12) (13) (14) ofw Shares issued/(repurchased) (313)  (535) 0 0 0
Adj. Net Income 2,721 2,898 2584 3406 3,792 of/w Net debt issued/(repaid) 563 8,580 0 0 0
Reported EPS 8.40 3.91 968 1021 11.73 Netchange in cash (87) 489 2,700 910 889
Adj. EPS 8.73 9.40 830 1095 1219
Adj. Free cash flow to firm 1,406 1,580 5421 4434 4874
DPS 4.35 4.68 418 5.50 6.13 y/y Growth (28.6%) 12.4% 243.1% (18.2%) 9.9%
Payout ratio 519% 119.9% 432% 539% 52.3%
Shares outstanding 312 308 3N 311 311
BalanceSheet _ FY24A FY25A FYZE FYZNE FY28E RatioAnalysis _____ FY24A FY25A FY26E FY2E FY28E
Cash and cash equivalents 6,328 6,817 9517 10427 11,315 Gross margin 449% 450% 445% 443% 44.4%
Accounts receivable 2207 3307 2817 3,239 3,680 EBITDA margin 243% 21.0% 23.0% 200% 19.3%
Inventories 2,750 3691 3982 4427 5020 EBIT margin 195% 154% 17.3% 14.9% 14.7%
Other current assets 370 271 271 271 271 Net profit margin 16.0% 13.5% 101% 11.6% 11.3%
Current assets 11,656 14,086 16,586 18,364 20,286
PP&E 1437 2109 2246 2458 2739 ROE 279% 27.7% 225% 261% 25.8%
LT investments 140 0 0 0 0 ROA 16.7% 124% 85% 101% 10.3%
Other non current assets 4888 12438 13461 14427 15396 ROCE 21.9% 12.0% 14.5% 129% 134%
Total assets 18120 28,634 32,204 35248 38421 SG3A/Sales 262% 303% 31.0% 329% 329%
Net debt/Equity 0.6 NM 0.1 02 02
Short term borrowings 567 1751 1751 1751 1751 NetdebUEBITDA 15 NM 02 04 05
Payables 3944 4516 5262 5903 6,693
Other short term liabiliies 1216 2205 2603 2875 3,092 SalesiAssets (x) 009 08 09 09
Current liabilities 5727 8473 9616 10,529 11536 Assels/Equily (x) 172227 26 25
Long—term debt 4 5‘415 5‘415 5'415 5'415 Interest cover (X) NM 13.8 18.4 184 18.0
Other long term liabilities 2033 4026 4813 5368 5766 Operating leverage 172%  (1.5%) 1751%  (7.5%) 927%
Total liabilities 7765 17914 10,844 21312 22,718 |oxrale 213%  36.8%  250% 25.0%  25.0%
Shareholders' equity 10‘315 1[]‘619 12‘337 13,811 15,563 Revenue y!y Growth 22.8% 26.2% 19.4% 15.0% 13.6%
Total liabilities & equity 18,120 28,634 32,204 35248 38421 EPSyly Growth 159% T1% (11.6%) 318% 11.3%
BVPS 3309 3443 3065 4438 5002 EF':?E'-"(-?)'PD-- S Yg;‘-?— x Ygg‘(’;— F Yfgg_ £ Yi";-‘;_ -F Yi"g';-
y/y Growth 12.9% 41% 15.1% 11.9% 12.7% PIBV (x) 26 25 91 19 7
EV/EBITDA (x) 7.8 43 3.8 39 37
Net debt/(cash) 6,167 (1,263) 1437 2347 3,236 Dividend Yield 520 5 5% 4.9% 6.5% 720

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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— 9896.HK Price (HK$) HSI (rebased)
YTD 3m 12m
Abs -33.6% -15.8% -33.0% -29.4%
Rel -31.2% -13.1% -26.9% -36.9%
Company Data
Shares O/S (mn) 1,234
52-week range (HK$) 51.95-23.70
Market cap ($ mn) 3,804
Exchange rate 7.83
Free float (%) 31.1%
3M ADV (mn) 3.22
3M ADV ($ mn) 124
Volatility (30 Day) 39
Index HSI
BBG ANR (Buy | Hold | Sell) 30/1j0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 21,444 25,606 29,443 33,458
Adj. EBITDA 4,509 5,889 5,899 6,460
Adj. EBIT 3,303 4,426 4,376 4,929
Adj. net income 2,898 2,584 3406 3,792
Adj. EPS 2.35 2.08 2.74 3.05
BBG EPS 2.29 244 2.7 3.15
Cashflow from operations 2,578 5,933 5,023 5,543
FCFF 1,580 5421 4434 4,874
Margins and Growth
Revenue Growth Y/Y (%) 26.2% 19.4% 15.0% 13.6%
Gross margin 45.0% 44.5% 44.3% 44.4%
EBITDA margin 21.0% 23.0% 20.0% 19.3%
EBIT margin 15.4% 17.3% 14.9% 14.7%
Adj. EPS growth 77%  (11.6%) 31.8% 11.3%
Ratios
Adj. tax rate 36.8% 25.0% 25.0% 25.0%
Interest cover 13.8 18.4 18.4 18.0
Net debt/Equity NM 0.1 0.2 0.2
Net debt/EBITDA NM 0.2 0.4 05
ROCE 12.0% 14.5% 12.9% 13.4%
ROE 21.7% 22.5% 26.1% 25.8%
Valuation
FCFF yield 6.1% 20.8% 17.0% 18.7%
Dividend yield 5.6% 5.0% 6.6% 7.3%
EV/Revenue 0.9 0.9 0.8 0.7
EV/EBITDA 43 37 39 37
Adj. PIE 8.9 10.1 76 6.9

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We have an OW rating. Miniso is a fast-growing global retailer
of lifestyle products (mainly blind boxes, plush toys, fragrance
and travel) across 8,485 stores (as of end-2025). The company
is entering its third strategic phase, “parkification”, anchored by
immersive, large-format stores and a robust, multi-IP platform.
Miniso’s 4Q25 results highlight the success of this transition:
revenue grew 32.7% yoy, with China up 25%, overseas up 31%,
and Top Toy up 112%. Three key drivers underpin our positive
view: (1) the rapid rollout of “Miniso Land” and flagship stores,
now 10% of the network and delivering 20% of GMYV, with
further expansion planned in 2026; (2) resilient SSSG, with
China 4Q25 SSSG at 15% and US SSSG over 20%; and (3) a
disciplined approach to margin management and capital
allocation, with a 50% dividend payout and ongoing buybacks.

Valuation

The stock is trading at 7-8x 2027E P/E, over ISTD below its
historical average of 14x and global peers average of 13x which
we think is over punished by the market. With ¢.10% core 2025-
27E EPS growth and 6-7% dividend yield (2027E), Miniso
should be able to gradually regain confidence after several
quarters of the “Yonghui acquisition”, which we expect to
support a P/E mean reversion. Our Jun-27 PT of HK$32 is based
on 10x 2027E P/E, in line with 1STD below its historical average
12-month rolling P/E in the past four years, which we consider
fair given declining operating margins through DTC
transformation in overseas markets and associated uncertainties
on margin trends.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 60%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.25 0.33
Region: China 0.22 0.37
Macro:
JPM China A-shares Sentiment 0.55 0.39
Generic 1st'CO' Future -0.27 -0.34
Citi Economic Surprise - EM -0.25 -0.23
Quant Styles:
Momentum -0.34 -0.11
Growth -0.15 0.10
Size -0.36 -0.10

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Investment Thesis, Valuation and Risks

Miniso - H (Overweight; Price Target: HK$32.00)

Investment Thesis

We have an OW rating. Miniso is a fast-growing global retailer of lifestyle products (mainly
blind boxes, plush toys, fragrance and travel) across 8,485 stores (as of end-2025). The
company is entering its third strategic phase, “parkification”, anchored by immersive, large-
format stores and a robust, multi-IP platform. Miniso’s 4Q25 results highlight the success
of this transition: revenue grew 32.7% yoy, with China up 25%, overseas up 31%, and Top
Toy up 112%. Three key drivers underpin our positive view: (1) the rapid rollout of “Miniso
Land” and flagship stores, now 10% of the network and delivering 20% of GMYV, with
further expansion planned in 2026; (2) resilient SSSG, with China 4Q25 SSSG at 15% and
US SSSG over 20%; and (3) a disciplined approach to margin management and capital
allocation, with a 50% dividend payout and ongoing buybacks.

Valuation

The stock is trading at 7-8x 2027E P/E, over 1STD below its historical average of 14x and
global peers average of 13x which we think is over punished by the market. With ¢.10% core
2025-27E EPS growth and 6-7% dividend yield (2027E). Miniso should be able to gradually
regain confidence after several quarters of the “Yonghui acquisition”, which we expect to
support a P/E mean reversion. Our Jun-27 PT of HK$32 is based on 10x 2027E P/E, in line
with ISTD below its historical average 12-month rolling P/E in the past four years, which
we consider fair given declining operating margins through DTC transformation in overseas
markets and associated uncertainties on margin trends.

Risks to Rating and Price Target

Key downside risks to our rating and price target include: 1) slower-than-expected store
expansion or SSSG; 2) margin pressure from direct store investments; (3) overseas
execution and macro headwinds; and 4) ongoing drag from non-core items (Yonghui, CB-
related costs).
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Miniso - H: Summary of Financials
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Income Statement _____________ FY2A FY25A FYZGE FYZE FYZE CashFlowStatement ________ FY24A FY25A FY2GE FYZIE FYZE
Revenue 16,994 21,444 25606 29,443 33,458 Cash flow from operating activities 2168 2,578 5933 5023 5543
c0GS (9,357) (11,796) (14,221) (16,398) (18,592)  olw Depreciation & amortization 808 1,206 1463 1,523 1,530
Gross profit 7,637 9,648 11,385 13,046 14,866 ofw Changes in working capital (1,103) (1,354) 1,021 (157)  (17)
SGBA (4451) (6,491) (7.925) (9,687) (11,008)
Adj. EBITDA 4124 4509 5889 5899 6460 Cash flow from investing activities (533) (7,020) (512)  (589)  (669)
D&A (809) (1,206) (1463) (1,523) (1,530)  olw Capital expenditure (763)  (998)  (512)  (589)  (669)
Adj. EBIT 3,316 3,303 4,426 4,376 4,929 as % of sales 4.5% 4.7%  20% 2.0% 2.0%
Net Interest 26 (327) (3200 (320) (359
Adj. PBT 3348 1913 4,030 4,252 4,884 Cash flow from financing activities (1,721) 4,969 (2,721) (3,524) (3,985)
Tax (712)  (704) (1,008) (1,063) (1,221)  olw Dividends paid (1246) (1,358) (1,292) (1,703} (1,896)
Minority Interest (18) (5) (12) (13) (14) ofw Shares issued/(repurchased) (313)  (535) 0 0 0
Adj. Net Income 2,721 2,898 2584 3406 3,792 of/w Net debt issued/(repaid) 563 8,580 0 0 0
Reported EPS 210 0.98 242 2.55 2.93 Net change in cash (87) 489 2,700 910 889
Adj. EPS 2.18 2.35 2.08 2.74 3.05
Adj. Free cash flow to firm 1,406 1,580 5421 4434 4874
DPS 1.09 117 1.04 1.38 1.53 y/y Growth (28.6%) 12.4% 243.1% (18.2%) 9.9%
Payout ratio 519% 1199% 432% 539% 52.3%
Shares outstanding 1,247 1234 1245 1245 1,245
BalanceSheet _ _ FY2A FY25A FY26E FY27E FYZE RatioAnaysis ___ FY2AA FY25A FY2E FY2IE FYZE
Cash and cash equivalents 6,328 6,817 9517 10,427 11,315 Gross margin 449% 450% 445% 443% 44.4%
Accounts receivable 2207 3307 2817 3239 3,680 EBITDA margin 24.3% 21.0% 23.0% 20.0% 19.3%
Inventories 2,750 3691 3982 4427 5020 EBIT margin 195% 154% 17.3% 14.9% 14.7%
Other current assets 370 271 271 271 271 Net profit margin 16.0% 13.5% 101% 11.6% 11.3%
Current assets 11,656 14,086 16,586 18,364 20,286
PP&E 1437 2109 2246 2458 2739 ROE 279% 27.7% 225% 261% 25.8%
LT investments 140 0 0 0 0 ROA 16.7% 124% 85% 101% 10.3%
Other non current assets 4888 12438 13461 14427 15396 ROCE 21.9% 12.0% 14.5% 129% 134%
Total assets 18,120 28,634 32,294 35248 38421 SG&A/Sales 262% 30.3% 31.0% 329% 329%
Net debt/Equity 0.6 NM 0.1 02 02
Short term borrowings 567 1751 1751 1751 1751 NetdebUEBITDA 15 NM 02 04 05
Payables 3944 4516 5262 5903 6,693
Other short term liabiliies 1216 2205 2603 2875 3,092 SalesiAssets (x) 0 08 09 09
Current liabilities 5727 8473 9616 10,529 11536 Assels/Equily (x) 1722 27 26 25
Long-term debt 4 5415 5415 5415 5415 Interest cover (x) NM 13.8 18.4 184 18.0
Other long term liabilities 2033 4026 4813 5368 5766 Operating leverage 2% (18%) 175.1% (7.5%) 927%
Total liabilities 7765 17914 10,844 21312 22,718 |oxrale 21.3% 368% 250% 25.0% 25.0%
Shareholders' equity 10‘315 1[]‘619 12‘337 13,811 15,563 Revenue y!y Growth 22.8% 26.2% 19.4% 15.0% 13.6%
M‘murity interests M 101 112 125 139 EBITDA yt'y Growth 23.9% 9.3% 30.6% 0.2% 9.5%
Total liabilities & equity 18,120 28,634 32,204 35248 38421 EPSyly Growth 159% T1% (11.6%) 318% 11.3%
BVPS 827 861 991 1110 1250 g?E'_"(_i!)'PD__ S Yg;‘_:_ £ yzas_g_ A _Ffffgf_ h fY?;.:_ - _FYESEE
y/y Growth 12.9% 41% 15.1% 11.9% 12.7% PIBY (x 25 o 21 & e
EV/EBITDA (x) 7.8 43 3d 39 37
Net debt/(cash) 6,167 (1,263) 1437 2347 3,236 Dividend Yield 520 5 6% 50% 6.6% 73%

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Summary Investment Thesis and Valuation
Investment Thesis

We are Neutral on Moutai. Moutai is leading the baijiu sector
through a pivotal shift from cyclical contraction to stabilization.
Its direct-to-consumer (DTC) transformation has broadened
mass-premium reach, improved pricing transparency, and
reinforced brand equity. Current valuation appears fair against a
soft macro backdrop and China consumer staples’~16x average
P/E. A sustainable re-rating likely requires: 1) continued DTC
traction (next key demand window: Mid-Autumn Festival and
National Day holidays) and 2) clearer evidence of a household
wealth recovery, particularly linked to property and equity
markets.

Valuation

Our Jun-27 PT of Rmb1,420 is based on 20x 2027E P/E, 1STD
below Moutai’s 20-year historical average of 24x. As inventory
levels clear and demand gradually stabilizes, we expect Moutai
to undergo a mean reversion during 2026-2027. However, as
Moutai evolves into a premium consumption brand rather than
a pure luxury item, a re-rating to 24x appears unlikely in a weak
macro environment. That said, the brand’s cultural relevance
and social signaling value remain strong across generations.
Moutai is still the clear number-one choice for banquets,
celebrations, and other high-importance occasions; therefore,
we believe its premium to the sector average should be
maintained.

Performance Drivers

Market
Region
Macro
Style
Idiosyn.

Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP -0.15 -0.07
Region: China -0.08 017
Macro:

JPM China A-shares Sentiment 0.29 0.31

Generic 1st 'CO" Future -0.16 -0.24

JPM EM Currency(EMCI) Fixing 0.09 0.16
Quant Styles:

Momentum -0.25 -0.22

Quality 0.38 0.22

DivYld 0.36 0.21

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

YTD m 3m 12m
Abs -7.4% -9.2% -12.3% -17.0%
Rel -10.7% 9.7% -10.8% -39.7%
Company Data
Shares O/S (mn) 1,256
52-week range (Rmb) 1,568.00-1,250.10
Market cap ($ mn) 236,438
Exchange rate 6.78
Free float (%) 37.2%
3M ADV (mn) 3.96
3M ADV ($ mn) 814.2
Volatility (30 Day) 26
Index SSE
BBG ANR (Buy | Hold | Sell) 422]0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 141,484 142803 151,940 160,798
Adj. EBITDA 116,092 116,574 124447 131,719
Adj. EBIT 113,888 114,592 122361 129,624
Adj. net income 82,320 82,963 88,701 94,020
Adj. EPS 65.74 66.25 70.83 75.08
BBG EPS 71.75 68.47 72.96 77.89
Cashflow from operations 61,522 114,381 91,161 96,679
FCFF 58,395 110,981 88,961 94,479
Margins and Growth
Revenue Growth Y/Y (%) (1.7%) 0.9% 6.4% 5.8%
Same Store Sales Growth (%) o - - =
Gross margin 89.5% 88.1% 88.0% 88.0%
EBITDA margin 82.1% 81.6% 81.9% 81.9%
EBITDA Growth Y/Y (%) (3.4%) 0.4% 6.8% 5.8%
EBIT margin 80.5% 80.2% 80.5% 80.6%
Net margin 58.2% 58.1% 58.4% 58.5%
Adj. EPS growth (4.2%) 0.8% 6.9% 6.0%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 34.5% 32.5% 32.1% 31.4%
Valuation
FCFF yield 3.7% 6.9% 5.6% 5.9%
Dividend yield 4.1% 3.9% 4.2% 4.4%
EV/Revenue 10.4 10.0 9.3 8.6
EV/EBITDA 127 12.3 1.3 10.5
Adj. PIE 19.4 19.3 18.0 17.0
exact.
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Pivotal Questions
Q1: Is Moutai still a good business with deep moats?

Yes. Moutai possesses a rare 3-layer moat structure that remains intact:

Geographic & microbiological moat: The core production zone is limited to
~15 sq. km in Maotai Town, with over 1,000 irreplaceable microbial species
essential to fermentation. Even identical raw materials, processes, and
personnel cannot replicate Moutai outside this zone, which is a physical,
absolute barrier to entry.

Brand & cultural moat: Moutai holds unassailable "national liquor" status,
serving as China's diplomatic and state banquet spirit since 1949. It functions as
a "hard currency" in business, entertainment and gifting.

Business model moat: Moutai operates on a prepayment model (distributors
pay 3—6 months in advance), generating near-zero receivables (<0.2% of
revenue) and exceptional cash flow. Gross margin exceeds 93% on Moutai
liquor, with net margin ~49% far above global peers’ (Coca-Cola ~27%, LVMH
~13%, Apple ~27%, based on the latest company reports.

Q2: Will demand decline as the younger generation drinks less baijiu?

This is a legitimate long-term risk, but Moutai's DTC transformation is directly
addressing it:

China's total baijiu production has declined for 9 consecutive years (from
13.6mn tonnes in 2016 to ~5mn tonnes in 2025), reflecting structural shifts in
consumption habits — younger consumers drink less baijiu overall.

However, Moutai's DTC pivot via iMoutai is specifically designed to capture
the 18-40 age demographic. During CNY 2026, new customers accounted for
~42% of iMoutai purchases, with a 35% repurchase rate from January to April,
demonstrating that younger, mass-market consumers are willing to buy Moutai
at accessible price points (Rmb1,499-1,539).

The risk is real but manageable, in our view: Moutai is transitioning from
reliance on business-entertainment demand (which is structurally shrinking) to
mass-market consumption, effectively trading volume for price and broadening
its customer base. The brand’s cultural relevance and social signaling value
remain strong across generations. Moutai also remains the clear, number-one
choice for banquets, celebrations, and other high-importance occasions.

J.PMorgan
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Figure 73: Moutai — JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Gross sales (including Fin Sub) 173,704 184,865 195,819 179,012 189,125 200,977 -3.0% -2.3% -2.6%
YoY 1.0% 6.4% 5.9% 4.0% 5.6% 6.3% -3.1pp 0.8pp -0.3pp
Gross profit 156,660 166,653 176,487 162,376 171,612 182,473 -3.5% =2.9% -3.3%
Gross margin 90.2% 90.1% 90.1% 90.7% 90.7% 90.8% -0.5pp -0.6pp -0.7pp
Operating profit 111,475 118,984 125,864 118,047 125,163 132,925 -5.6% -4.9% -5.3%
Yoy 0.6% 6.7% 5.8% 6.5% 6.0% 6.2% -5.9pp 0.7pp -0.4pp
Operating margin 64.2% 64.4% 64.3% 65.9% 66.2% 66.1% -1.8pp -1.8pp -1.9pp
Net profit 82,963 88,701 94,020 85,749 91,352 97,617 -3.2% -2.9% -3.7%
YoY 0.8% 6.9% 6.0% 4.2% 6.5% 6.9% -3.4pp 0.4pp -0.9pp
Adj. net margin 58.1% 58.4% 58.5% 47.9% 48.3% 48.6% 10.2pp 10.1pp 9.9pp
EPS (Rmb) 66.25 70.83 75.08 68.48 72.97 77.89 -3.3% -2.9% -3.6%
YoY 0.8% 6.9% 6.0% 4.2% 6.6% 6.7% -3.4pp 0.4pp -0.7pp
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.
Figure 74: Consensus EBIT revisions — Moutai Figure 75: Share price vs consensus forward EPS — Moutai
= = = 2027EEBIT e 2026E EBIT Rmb Moutai share price == = = Forward EPS (RHS) ~ Rmb
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Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 76: Moutai 12-month rolling P/E Figure 77: Moutai 12-month rolling P/E band chart
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Source: J.P. Morgan, Bloomberg Finance L.P. Source: J.P. Morgan, Bloomberg Finance L.P.
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Investment Thesis, Valuation and Risks

Kweichow Moutai Co - A (Neutral; Price Target: Rmb1,420.00)

Investment Thesis

We are Neutral on Moutai. Moutai is leading the baijiu sector through a pivotal shift from
cyclical contraction to stabilization. Its direct-to-consumer (DTC) transformation has
broadened mass-premium reach, improved pricing transparency, and reinforced brand
equity. Current valuation appears fair against a soft macro backdrop and China consumer
staples’~16x average P/E. Asustainable re-rating likely requires: 1) continued DTC traction
(next key demand window: Mid-Autumn Festival and National Day holidays) and 2) clearer
evidence of ahousehold wealth recovery, particularly linked to property and equity markets.

Valuation

Our Jun-27 PT of Rmb1,420 is based on 20x 2027E P/E, 1STD below Moutai’s 20-year
historical average of 24x. As inventory levels clear and demand gradually stabilizes, we
expect Moutai to undergo a mean reversion during 2026-2027. However, as Moutai evolves
into a premium consumption brand rather than a pure luxury item, a re-rating to 24x appears
unlikely in a weak macro environment. That said, the brand’s cultural relevance and social
signaling value remain strong across generations. Moutai is still the clear number-one
choice for banquets, celebrations, and other high-importance occasions; therefore, we
believe its premium to the sector average should be maintained.

Risks to Rating and Price Target

Downside risks to our rating and price target include: 1) worse-than-expected market
demand for premium baijiu due to regulatory tightening/a consumption slowdown;
2) slower-than-expected ex-factory price hikes for Feitian; 3) a potential hike in the liquor
tax rate; and 4) a potential social responsibility burden levied by local government on large

SOEs.

Upside risks include: 1) further DTC penetration; 2) a stronger-than-expected recovery in
household wealth spurring premium demand; and 3) a recovery in spending on premium
baijiu.
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Kweichow Moutai Co - A: Summary of Financials

J.PMorgan

Income Statement | _FY24A FY25A FY26E FY27E FY28E CashFlow Statement ____________ _ FY24A FY25A FY26E FY27E FY28E
Revenue 143,973 141,484 142,803 151,940 160,798 Cash flow from operating activities 92,464 61,522 114,381 91,161 96,679
coGs (12,068) (12,999) (15,264) (16,328) (17,438)  ofw Depreciation & amortization 2085 2259 1,982 2,087 2,095
Gross profit 130,184 126,592 125,759 133,727 141,466 o/w Changes in working capital 1919 (24.874) 26,258 (3,208) (3,199)
SG3A (14,904) (15453) (14,083) (14,541) (15,400)
Adj. EBITDA 120,118 116,092 116,574 124,447 131,719 Cash flow from investing activities (1,785) (31,642) (3,399) (2,199) (2,199)
D&A (1991) (2204) (1,982) (2,087) (2,095)  ofw Capital expenditure (4679) (3,128) (3400) (2,200) (2,200)
Adj. EBIT 118127 113,888 114,502 122,361 129,624  as % of sales 32%  22%  24%  14%  1.4%
Net Interest 1470 815 1,075 1305 1456
Adj. PBT 119,639 114,755 115,646 123,644 131,058 Cash flow from financing activities (71,068) (73,427) (62,236) (66,541) (70,530)
Tax (30,304) (29,445) (29,673) (31,726) (33,628)  ofw Dividends paid (70,951) (67,242) (62,236) (66,541) (70,530)
Minority Interest (3,107) (2,990) (3,009) (3,217) (3,410) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 86,228 82,320 82,963 88,701 94,020  ofw Net debt issuedi(repaid) 0 0 0 0 0
Reported EPS 6864 6574 6625 7083 7508 Netchange in cash 19,610 (43,544) 48,745 22420 23,950
Adj. EPS 68.64 6574 6625 70.83 7508
Adj. Free cash flow to firm 87,785 58,395 110,981 88,961 94,479
DPS 5148  51.93 49690 5342 5631  y/y Growth 37.2% (33.5%) 90.1% (19.8%)  6.2%
Payout ratio 75.0% 79.0% 75.0% 75.0% 75.0%
Shares outstanding 1,256 1262 1252 1252 1,252
Balance Sheet ~~ FY24A FY25A FY26E FY27E FY28E RatioAnmalysis ___ ____ _ FY24A FY2Z5A FY26E FY27E FY28E
Cash and cash equivalents 186,483 150,787 199,532 221,952 245902 Gross margin 904% 89.5% 881% 83.0%  88.0%
Accounts receivable 2003 4460 2,556 2,538 2,686 EBITDA margin 834% 821% 816% 819% 819%
Inventories 54,343 61427 66471 71,029 75392 EBIT margin 820% 80.5% 80.2% 805% 80.6%
Other current assets 65,244 101,732 78,001 82541 87,052 Net profit margin 599% 582% 58.1% 584% 58.5%
Current assets 251,727 252,519 277,533 304,493 332,954
PP&E 24021 24960 26,380 26,495 26,602 ROE 384% 345% 325% 321% 314%
LT investments 5544 8715 8715 8715 8715 ROA 30.2% 273% 262% 258% 25.3%
Other non current assets 14,347 17671 17671 17671 17671 ROCE 39.3% 354% 334% 329% 322%
Total assets 298,945 303,835 330,267 357,340 385905 SG&A/Sales 104% 109% 99%  96%  9.6%
Net debt/Equity NM NM NM NM NM
Short term borrowings 0 0 0 0 o Net debVEBITDA NM NM NM NM NM
Payables 3515 4007 3920 4189 4,446
Other short term liabilities 53001 45603 48373 49784 51,177 SaleslAssets (x) 0.5 05 05 04 04
Current liabilities 56,516 49,610 52,203 53073 55624 Assels/Equily (x) 13 13 12 12 12
Long-term debt 0 0 0 0 o Interest cover (x) NM NM NM NM NM
Other long term liabilities 417 265 265 265 og5  Operating leverage 108.3% 207.5% 66.2% 106.0% 101.8%
Total liabilities 56,933 49,876 52,558 54,238 55889 |axrale 253% 257%  257% 257% 25.7%
Shareholders' equity 233,106 244,638 265,379 287,554 311,059 Revenueyly Growth 148% (1.7%)  09%  64%  5.8%
Minorily interests 8905 9,321 12330 15548 18958 EBITDAYly Growth 15.8% (34%) 04%  68%  58%
Total liabilities & equity 298,945 303,835 330,267 357,340 385,905 EPS yly Growth 154% (42%) 08% 69% 6.0%
BVPS 185.56 19536 21192 22963 24840 Jawation ______________________FY24A FY25A FY26E FY2TE _FY28E
yly Growth 81% 53% 85% 84% 82% FE(X 186 194 193 180 170
PIBY (x) 6.9 65 6.0 58 5.1
EV/EBITDA (x) 120 127 123 113 105
Net debt/(cash) (186,483)(150,787)(199,532)(221,952)(245,902) S Vi el A B -

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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We assume coverage with an Underweight rating and a Jun-27 price target of
Rmb74, based on 15x 2027E P/E, which is near 0.5 SD below its historical average
12-month forward rolling P/E over the past 20 years. The stock currently trades at 20x
2026E P/E, which we believe overstates the earnings recovery trajectory given the gov-
ernance overhang, limited near-term catalysts, and structural competitive disadvantag-
es. Key upside risks include: (1) potential reforms under new management that restore
reporting credibility; (2) stronger-than-expected consumer sentiment leading to distri-
bution and ex-factory price hikes; and (3) a dividend payout raise. We would revisit our
stance on clear evidence of governance reform, sustained channel restocking, and
restored investor trust.
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Rmb
100 N

50
Jul 25 Oct 25 Jan 26 Apr 26
— 000858.SZ Price (Rmb) - SSEA (rebased)
YTD m 3m 12m
Abs -23.1% -18.7% -21.7% -35.8%
Rel -26.4% -19.2% -20.1% -58.6%
Company Data
Shares O/S (mn) 3,882
52-week range (Rmb) 131.85-81.30
Market cap ($ mn) 46,659
Exchange rate 6.78
Free float (%) 41.5%
3M ADV (mn) 21.04
3M ADV ($ mn) 2948
Volatility (30 Day) 26
Index SHASHR
BBG ANR (Buy | Hold | Sell) 26/9]6
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 29,490 46,410 48,986 51,556
Adj. EBITDA 10,079 20,391 24,939 26,726
Adj. EBIT 9,201 19,577 23,860 26,726
Adj. net income 8,954 16,087 19,120 21,217
Adj. EPS 231 4.14 493 547
BBG EPS 6.60 5.29 572 5.46
Cashflow from operations 29,706 12,217 20,913 24,042
FCFF 27,739 10,691 19,587 22,716
Margins and Growth
Revenue Growth Y/Y (%) (61.3%) 57.4% 5.6% 5.2%
Same Store Sales Growth (%) o - - =
Gross margin 69.1% 72.3% 73.0% 73.2%
EBITDA margin 34.2% 43.9% 50.9% 51.8%
EBITDA Growth Y/Y (%) (75.9%) 102.3% 22.3% 7.2%
EBIT margin 31.2% 42.2% 48.7% 51.8%
Net margin 30.4% 34.7% 39.0% 41.2%
Adj. EPS growth (71.9%) 79.7% 18.9% 11.0%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 71% 13.6% 16.5% 18.3%
Valuation
FCFF yield 8.8% 3.4% 6.2% 7.2%
Dividend yield 6.3% 6.3% 6.3% 6.3%
EV/Revenue 7.8 52 49 46
EV/EBITDA 228 1.7 96 8.9
Adj. PIE 353 19.7 16.5 14.9

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We have an Underweight rating on Wuliangye (WLY). Our
negative stance rests on three pillars: (1) the recent accounting
restatement calls into question the quality of reported earnings
and obscures the state of end-consumer demand, making a
sustainable recovery difficult to support; (2) unlike Moutai,
which has proactively embraced DTC reform, Wuliangye hasno
comparable structural catalyst to re-rate the stock; and (3) the
stock trades at a premium to peers on a risk-adjusted basis —
unwarranted, in our view, given the governance overhang and
limited earnings visibility. While sharcholder return
commitments (buybacks and dividends) provide a floor, we
think they are insufficient to rebuild trust in financial reporting
and the traditional distribution model.

Valuation

Our Jun-27 PT of Rmb74 is based on 15x 2027E P/E, near 0.5
SD below its historical average 12-month forward rolling P/E
over the past 20 years, which we consider fair given the
governance overhang.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 70%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.00 0.02
Region: China -0.12 0.21
Macro:
JPM China A-shares Sentiment 0.41 0.47
Generic 1st 'CO' Future -0.25 -0.18
Emerging Economies CPI(YoY) -0.22 017
Quant Styles:
Quality 0.38 0.14
Momentum -0.05 -0.11
Size -0.02 -0.11

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 79: Wuliangye - Key operating and financial metrics

P&L, FYE Dec 31 (Rmb mn) 1Q25 2Q25 3Q25 4Q25 2025 20 26E 2027E 2028E
Gross sales 73,969 83,272 89,175 17,086 6,424 7,128 9,891 40,529 54 418 57,456 60,486
- Premium liquor 55,335 62,804 67,875 27,936 40,878 43,435 45,967
- Series liquor 12,227 13,643 15,251 9,168 10,286 10,702 11,134
- Other business 6,408 6,825 6,048 3425 3,253 3,318 3,385
Gross sales yoy (%) 11.7% 12.6% T1% -50.9% -59.4% -58.7% -53.5% -54.6% 34.3% 5.6% 5.3%
- Premium liguor 127% 13.5% 8.1% -58.8% 46.3% 6.3% 58%
- Series liquor -3.1% 11.6% 11.8% -39.9% 12.2% 4.0% 4.0%
Sales volume yoy (%) -30.0% 25.1% 1.8% -30.3% 14.5% 2.6% 2.6%
- Premium liquor 12.2% 18.0% 71% -53.0% 36.0% 5.0% 5.0%
- Series liquor -38.1% 27.6% 0.1% -22.5% 10.0% 20% 2.0%
ASP yoy (%) 56.5% -9.6% 6.8% -36.0% 20.5% 3.1% 2.8%
- Premium liquor 0.4% -3.8% 0.9% -12.4% 76% 1.2% 0.8%
- Series liquor 56.6% -12.6% 1M1.7% -22.5% 2.0% 2.0% 2.0%
Consumption tax & surcharge (10,749)| (12,532)| (13,041) (5,405) (2,447) (1,264) (1,922)| (11,038) (8,008) (8,470) (8,930)
- % of gross sales -145% -15.0% -14.6% -31.6% -38.1% -17.7% -19.4% -27.2% -147% -14.7% -148%
Net sales 63,220 70,740 76,134 11,681 3,978 5,863 7,969 29,490 46,410 48,986 51,5656
Net sales yoy (%) 12.1% 11.9% 7.6% -61.0% -10.5% -60.1% -55.6% -61.3% 57 .4% 5.6% 5.2%
COGS (18,178)| (20,157)| (20,461) (3,576) (1,628) (2,234) (4,339) (9,102)| (12,851)| (13,235)] (13,810)
Gross profit 45,041 50,583 55,673 8,105 2,350 3,630 3,630 20,388 33,558 35,751
- Gross margin (% of net sales 71.2% 7 o 73.1% 69.4% 59.1% ¢ f 45.5% 69.1% 72.3% 73.0%
- Gross margin (% of gross sales 75.4% 77.1% 79.1% 74.7% 56.1% 76.4% 77.0%
SG&A (10,148)| (11,438)| (14,653) (2,641) (2,781) (1,929) (3,823)| (11,174) (13,981) (11,892)| (11,020)
- Seling expense (6,844) (7,796)| (10,692) (1,494) (2,005) (1,234) (2,895) (7,629)| (10,581) (8,328) (7,269)
- G&A expense (3,304) (3.641) (3,960) (1,146) (776) (696) (928) (3,546) (3,400) (3,564) (3,751)
SG&A | net sales (%) -16.1% -16.2% -19.2% -22.6% -69.9% -32.9% -48.0% -37.9% -30.1% -24.3% -21.4%
SG&A / gross sales (%) -13.7% -13.7% -16.4% -15.5% -43.3% -27.1% -38.7% -27.6% -25.7T% -20.7% -18.2%
Operating profits 39,146 41,020 5,464 (431) 1,700 (194) 9,214 19,577 23,860
- OP yoy (%) 4.8% -102.2% -77.5% 112.5% 21.9%

- OP margin (% of net sales) 53.9% 2.4% 31.2% 42 2% 8.7%

&c.L0 20

47.0% 46.0%

- OP margin (% of gross sales -2.0% 36.0% 41.5%

Other income and expenses 184 294 310 13 72 18 220 323 263 274 286

Interest income and expense, net 2,026 2,473 2834 659 603 772 629 2,662 2,419 2,322 2345

PBT 37,104 41,913 44,163 6,136 243 2,491 655 12,199 22,260 26,456 29,357

Income tax expense (9,133)| (10,392) (10,970) (1,489) 9) (584) (799) (2,882) (5,520) (6,561) (7,280)
- Effective tax rate -246% -24.8% -24.8% -24.3% -3.9% -23.4% -122.0% -23.6% -24.8% -24.8% -24.8%
Minus: Minority interest 1,280 1,310 1,340 230 26 56 50 363 652 775 360

Net profits 26,691 30,211 31,853 1,851 (194) 8,954 16,087 19,120 21,217

- NP yoy (%) 14.2% 13.2% 54 £85% -1028% -71.9% 79.7% 18.9% 11.0%
- Net margin (% of net sales 42 2% 42.7% 8 31.6% -2.4% 30.4% 34 7% 39.0% 41.2%
- NP margin (% of gross sales 36.1% 36.3% 26.0% -2.0% 22 1% 29 .6% 33.3% 35.1%
Cash flow quality:

Cash sales yoy (%) 1% 29% -3% 76% 12% -75% 128%

OpCF yoy (%) 9% 71% -19% n.m. 18% -118% -85%

AJR yoy (%) 14% -51% 39% -3M% -80% -56% -52%

Customer advance yoy (%) -5% -44% 70% 101% 23% 31% 15%

Dividend payout 55.0% 60.0% 70.0% 2235%| 1243%| 1046% 943%
Dividend yield 0.0% 56% 5.6% 56%
ROE 251% 24.8% 242% 71% 13.6% 16.5% 18.3%
Net cash/equity 81.0% 89.1% 95.6% 105.9%| 101.5%| 101.9% 103.3%

Source: Company data, J.P. Morgan estimates.
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Figure 80: Wuliangye — JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Gross sales 54,418 57,456 60,486 60,753 66,671 61,644 -10.4% -13.8% -1.9%
D 34.3% 5.6% 5.3% 49.9% 9.7% -7.5% -15.6pp -4.2pp 12.8pp
Gross profit 41,566 44,221 46,676 46,189 50,791 48,043 -10.0% -12.9% -2.8%
Gross margin 76.4% 77.0% 77.2% 76.0% 76.2% 77.9% 0.4pp 0.8pp -0.8pp
Operating profit 19,577 23,860 26,726 28,170 30,479 28,066 -30.5% -21.7% -4.8%
0 112.5% 21.9% 12.0% 205.7% 8.2% -7.9% -93.3pp 13.7pp 19.9pp
Operating margin 36.0% 41.5% 44 2% 46.4% 45.7% 455% -10.4pp -4 2pp -1.3pp
Net profit 16,087 19,120 21,217 20,843 22,7117 21,457 -22.8% -15.8% 1.1%
0 79.7% 18.9% 11.0% 132.8% 9.0% 55% -53.1p¢ 9.9pp 16.500
Adj. net margin 34.7% 39.0% 41.2% 34.3% 34.1% 34.8% 0.4pp 5.0pp 6.3pp
EPS (Rmb) 4.14 4.93 547 5.29 5.72 5.46 -21.7% -13.9% 0.2%
0 79.7% 18.9% 11.0% 29.4% 8.0% -4.6% -49.8pp 10.8pp 15.5pp

Note: Gross profit includes consumption tax & surcharge, to align with BBG consensus.
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.

Figure 81: Consensus EBIT revisions — Wuliangye Figure 82: Share price vs consensus forward EPS - Wuliangye
o= o we J027E EBIT = s 2026E EBIT Rmb Wuliangye share price == == == Forward EPS (RHS) Rmb
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Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 83: Wuliangye 12-month rolling P/E Figure 84: Wuliangye 12-month rolling P/E band chart
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Source: J.P. Morgan, Bloomberg Finance L.P. Source: J.P. Morgan, Bloomberg Finance L.P.
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Investment Thesis, Valuation and Risks

Wuliangye - A (Underweight; Price Target: Rmb74.00)

Investment Thesis

We have an Underweight rating on Wuliangye (WLY). Our negative stance rests on three
pillars: (1) the recent accounting restatement calls into question the quality of reported
earnings and obscures the state of end-consumer demand, making a sustainable recovery
difficult to support; (2) unlike Moutai, which has proactively embraced DTC reform,
Wuliangye has no comparable structural catalyst to re-rate the stock; and (3) the stock trades
at a premium to peers on a risk-adjusted basis — unwarranted, in our view, given the
governance overhang and limited ecarnings visibility. While sharcholder return
commitments (buybacks and dividends) provide a floor, we think they are insufficient to
rebuild trust in financial reporting and the traditional distribution model.

Valuation

Our Jun-27 PT of Rmb74 is based on 15x 2027E P/E, near 0.5 SD below its historical
average 12-month forward rolling P/E over the past 20 years, which we consider fair given
the governance overhang.

Risks to Rating and Price Target

Key upside risks include: (1) potential reforms and better transparency under new
management; (2) stronger-than-expected consumer sentiment leading to distribution price
and ex-factory price hikes for liquor products; and (3) a dividend payout raise.
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Wuliangye - A: Summary of Financials

J.PMorgan

Income Statement | _FY24A FY25A FY26E FY27E FY28E CashFlow Statement ____________ _ FY24A FY25A FY26E FY27IE FY28E
Revenue 76,134 29490 46410 48986 51,556 Cash flow from operating activities 33,940 29,706 12,217 20,913 24,042
cOGS (19,898) (8,509) (12,116) (12,330) (13,810)  ofw Depreciation & amortization 783 878 813 1079 1216
Gross profit 55673 20,388 33,558 35751 37,746 o/w Changes in working capital 541 20,683 (5,289) (16) 795
SG&A (14,432) (10,889) (13,904) (11,716) (11,020)
Adj. EBITDA 41,801 10,079 20,391 24,939 26,726 Cash flow from investing activities (2,642) (1,971) (1,451) (1,251) (1,251)
D&A (783)  (878)  (813) (1,079) 0  ofw Capital expenditure (2,666) (1,967) (1,526) (1,326) (1,326)
Adj. EBIT 41,017 9201 19577 23860 26,726  as % of sales 35% 6.7% 33% 27%  26%
Net Interest 2834 2662 2419 2322 2345
Adj. PBT 44163 12,1199 22260 26,456 29,357 Cash flow from financing activities (19,622) (28,392) (20,029) (20,029) (20,030)
Tax (10,970) (2,882) (5520) (6,561) (7.280)  ofw Dividends paid (19,241) (28,005) (20,029) (20,029) (20,030)
Minority Interest (1,340)  (363) (652) (775)  (860) ofw Shares issued/(repurchased) 92 139 0 0 0
Adj. Net Income 31,853 8954 16,087 19,120 21,217  ofw Net debt issued/(repaid) 0 0 0 0 0
Reported EPS 821 231 414 493 547 Netchange in cash 11676  (657) (9,263)  (368) 2,761
Adj. EPS 821 231 414 493 547
Adj. Free cash flow to firm 31,273 27,739 10,691 19,587 22,716
DPS 575 516 515 515 515 Yy Growth (19.4%) (11.3%) (61.5%) 83.2% 16.0%
Payout ratio 70.0% 2235% 124.3% 1046% 94.3%
Shares outstanding 3,882 3882 3882 3882 3882
Balance Sheet ~ FY24A FY25A FY26E FY2/E FY28E RatioAnmalysis __ ___ FY24A FY2Z5A FY26E FY27E FY28E
Cash and cash equivalents 127,399 127,014 117,752 117,384 120,145 Gross margin 731%  691% 723% 730% 73.2%
Accounts receivable 19614 9444 17414 17237 16,936 EBITDA margin 549% 342% 439% 509% 51.8%
Inventories 18,234 20,065 20,562 18,528 17,953 EBIT margin 539% 312% 422% 487% 51.8%
Other current assets 38,384 37,737 46,301 44,090 43,214 Net profit margin 418% 304% 347% 39.0% 41.2%
Current assets 165,783 164,752 164,053 161,474 163,359
PP&E 13,060 14675 15289 15535 15644 ROE 242%  TA% 136% 165% 18.3%
LT investments 2082 2234 2234 2234 2234 ROA 18.0% 47% 85% 101% 11.3%
Other non current assets 673 7881 7881 7881 7881 ROCE 235%  56% 125% 155% 174%
Total assets 188,252 189,984 189,900 187,569 189,563 SG&A/Sales 19.0% 369% 30.0% 239% 214%
Net debt/Equity NM NM NM NM NM
Short term borrowings 0 0 0 0 o Net debVEBITDA NM NM NM NM NM
Payables 9493 9887 10281 10,588 11,048
Other short term liabilities 41533 57465 60,248 57,714 57173 Sales/Assets (x) 04 02 02 0.3 0.3
Current liabilities 51027 67,352 70,529 68,302 68,221 Assels/Equily (x) 13 15 16 16 18
Long-term debt 0 0 0 0 o Interest cover (x) NM NM NM NM NM
Other long term liabilities 831 452 452 452 452 Operating leverage 62.8% 126.6% 196.6% 394.1% 228.9%
Total liabilities 51857 67,804 70,981 68,754 68672 |axrale 24.8% 236% 24.8% 24.8% 24.8%
Shareholders' equity 133,285 119,932 116,020 115,140 116,356 Revenue yly Growth 7.6% (61.3%) 574%  56%  52%
M‘murityinleresls 3‘110 2,248 2‘900 3.675 4'535 EB|TDAyt'y Growth 5.2% (75.9%} 102.3% 22.3% 7.2%
Total liabilities & equity 188,252 189,984 189,900 187,569 189,563 EPS vly Growth 4% (11.9%) T797% 18.9% 11.0%
BVPS 3434 3090 2989 29.66 2998 ‘F{fE'"(i‘)'fm_Fng';_FYg*’a\_FYf:g_FYfgg_F"ffg
yly Growth 29% (10.0%) (3.3%) (0.8%)  1.1% PIBV 1) by o5 o 07 57
EV/EBITDA (x) 55 228 17 96 89
Net debt/(cash) (127,399)(127,014)(117,752)(117,384)(120,145) S ik % Btk wm 5

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Price Performance
175

150

Rmb ;55 b\}J\.w.jﬁ e Th

100
75
Jul 25 Oct 25 Jan 26 Apr 26
— 000568.SZ Price (Rmb) - SSEA (rebased)
YTD m 3m 12m
Abs -23.4% -11.2% -19.4% -25.2%
Rel -26.7% -11.7% -17.9% -48.0%
Company Data
Shares O/S (mn) 1,472
52-week range (Rmb) 145.88-88.30
Market cap ($ mn) 19,328
Exchange rate 6.78
Free float (%) 44.9%
3M ADV (mn) 8.93
3M ADV ($ mn) 132.1
Volatility (30 Day) 30
Index SHASHR
BBG ANR (Buy | Hold | Sell) 26|81
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 21,803 20,210 20,948 22,139
Adj. EBITDA 14,771 13.533 14,195 14,455
Adj. EBIT 13,986 12,794 13428 14,455
Adj. net income 10,831 9,902 10,370 11,199
Adj. EPS 7.36 6.73 7.05 7.61
BBG EPS 7.98 712 7.61 7.82
Cashflow from operations 7,123 10,305 12,571 13,560
FCFF 5,190 9,167 11433 12,422
Margins and Growth
Revenue Growth Y/Y (%) (17.5%) (7.3%) 3.7% 5.7%
Same Store Sales Growth (%) o = - =
Gross margin 84.2% 82.9% 83.4% 83.8%
EBITDA margin 67.7% 67.0% 67.8% 65.3%
EBITDA Growth Y/Y (%) (19.9%) (8.4%) 4.9% 1.8%
EBIT margin 64.1% 63.3% 64.1% 65.3%
Net margin 49.7% 49.0% 49.5% 50.6%
Adj. EPS growth (19.6%) (8.6%) 4.7% 8.0%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 22.3% 19.2% 19.0% 19.4%
Valuation
FCFF yield 4.0% 7.0% 8.7% 9.5%
Dividend yield 5.0% 57% 5.9% 6.4%
EV/Revenue 4.8 5.1 4.7 43
EV/EBITDA 71 76 7.0 6.5
Adj. PIE 12.1 13.2 126 1.7

Asia Pacific Equity Research
29 May 2026

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We are Neutral on Laojiao. Our balanced view is anchored by
three key factors: 1) resilient growth in the mid-end segment,
which is helping offset decelerating premium sales and
supporting stable volumes; 2) a 60%-75% dividend payout
commitment for 2025-26, implying a 5%-6% yield and
providing downside protection; and 3) an undemanding
valuation, well below historical averages and peers. We forecast
a -7%/-9% revenue/earnings decline in 2026E and +4%/+5%
growth in 2027E, with margin stability underpinned by
disciplined cost control and channel management. The next leg
of re-rating will likely depend on evidence of sustained volume
growth, margin recovery, and successful execution of
premiumization and channel strategies.

Valuation

Our Jun-27 price target of Rmb105 is based on 15x 2027E P/E,
approximately 1 STD below its 20-year historical average 12-
month forward rolling P/E, consistent with the target multiples
we apply to peers Wuliangye and Yanghe. The stock currently
trades at 13x 2026E P/E, which we view as fairly valued at this
stage. Looking ahead, Laojiao should see a gradual re-rating as
the best proxy for the mid-end segment, following the re-rating
of the premium segment (Moutai) in the early phase of an
industry turnaround.

Performance Drivers

Market
Region
Macro
Style
[diosyn. 72%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.07 0.02
Region: China 0.00 0.29
Macro:
JPM China A-shares Sentiment 0.45 0.41
Generic 1st'CQO' Future -0.41 -0.32
Emerging Economies CPI(YoY) -0.21 -0.13
Quant Styles:
Momentum -0.19 -0.12
Quality 0.26 0.10
DivYld 0.28 0.09

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 85: Laojiao — Key operating and financial metrics

P&L (Rmb mn, FYE Dec 31) 2026E 202TE
Gross sales 25,124 30,233 31,196 9,352 7,102 6,674 2,604 25,731 23,851 24,722 26,127
- Premium liguor / Guajiao 16,229 20611 20,817 6,157 4730 4472 1,71 17,070 17,619 18,361 19,569
- Mid-end liquor / Tequ 5,904 6,231 6,768 2,228 1,932 1,530 208 5,808 3,524 3,647 3,812
- Economy liquor 2634 3,236 3,467 950 400 638 650 2638 2,593 2,593 2618
- Others 357 156 144 17 39 34 35 125 115 121 127
Gross sales yoy (%) 21.7% 20.3% 3.2% 1.8% -8.0% -9.8% 62.2% -17.5% -1.3% 3.7% 5.7%
- Premium liquor 18.0% 27.0% 1.0% 1.7% -10.5% -10.0% -£2.0% -18.0% 3.2% 42% 6.6%
- Mid-end liquor 271% 5.5% 8.6% 1.7% 14.9% -90% -829%| -129%| -40.3% 3.5% 45%
- Economy liquor 305% 22.9% 7.2% 8.0% -46.4% -9.0% -43.0% -23.9% -1.7% 0.0% 1.0%
Sales volume yoy (%) 107% 1M1.7% 7.8% A7.0%| -13.7% 1.5% 2.3%
- Premium liquor 16.0% 22.0% 3.0% 3.0%| -16.0% 4.0% 4.0%
- Mid-end liquor 173% -7.8% 21.0% -212%| -20.0% 3.5% 4.0%
- Economy liquor 6.5% 19.6% 3.5% -19.7% -10.0% 0.0% 1.0%
ASP yoy (%) 9.5% 8.7% -4.2% -06% T.4% 2.1% 34%
- Premium liquor 1.7% 41% -1.9% -22% 0.0% 0.2% 25%
- Mid-end liquor 8.4% 145%| -10.2% -10.2% -8.0% 0.0% 0.5%
- Economy liquor 225% 27% 3.5% 3.5% 0.0% 0.0% 0.0%
Consumption tax & surcharge  (3524)| (4,133)| (4,754)| (1,090) (1,093) (618)  (1,427)| (3,928)| (3,641)| (3,774) (3,988)
- % of gross revenue -14.0% -13.7% -15.2% -11.7% -15.4% -9.3% -43.3% -15.3% -15.3% -15.3% -15.3%
Net sales 21,600 26,100 26,442 8,262 6,009 6,056 1,476 21,803 20,210 20,948 22139
Net sales yoy (%) 215% 20.8% 1.3% 27%  -11.8% 97% 69.7%| -17.5% -7.3% 3.7% 5.7%
CoGS (3370)] (3,537)| (3.888) (1,262) (862) (856) (461)| (3,442) (3.451)| (3.477) (3,583)
Gross profit 18,230 22,563 22,554 7,001 5,146 5,200 1,015 18,362 16,760 17,471 18,556
9 36.49 53%| 847%  BS56%  859%  687%| 842%| 829%| 83.4% 83.8%

- GP margin (% of net sales) 844% 86.4%

e
ac goy
85.9%

- GP margin (% of gross sales 86.5% 87.9% 82.3% 866% 86.3%
SG&A (4817) (5,340) (4,900) (993) (1,038) (1,198) (1,187) (4,415)|  (3,965) (4,043) (4,100)
- Selling expense (3,449) (3,974) (3,538) (767) (752) (901) (818) (3,237)| (2,955) (3,037) (3,099)
- G&A expense (1,369) (1,365) (1,362) (226) (287) (297) (369) (1,178)| (1,011) (1,006) (1,001)
SG&A | net sales (%) -22.3% -20.5% -18.5% -12.0% -17.3% -19.8% -80.4% -20.3% -19.6% -19.3% -18.5%
SG&A / gross sales (%) -19.2% A7.7% -15.7% -10.6% -14.6% -17.9% -45.6% -A7.2% -16.6% -16.4% -15.7%
Operating profits 13,413 17,223 17,654 6,008 4,108 4,002 (172)] 13,946 12,794 13,428 14,455
- OP yoy growth (%) 337% 28.4% 25% 0.2% -13.0% -13.5% -107.5% -21.0% -8.3% 5.0% 7.7%
- OP margin (% of net sales 62.1% 66.0% ] 68.4% 66.1% -11.7% 640% 63.3% 64.1% 65.3%
- OP margin (% of gross sales) 53.4% 57.0% 57.9% 60.0% £.6% 54 2% 53.6% 54.3% 55.3%
Other income and expenses 156 212 63 (4) 34 54 112 196 91 86 96
Interest income and expense, net 286 3n 489 125 139 121 127 512 429 430 506
PBT 13,855 17,806 18,205 6,130 4,281 4177 66 14,654 13,314 13,944 15,058
Income tax (3.444) (4,517) (4,708) (1,518) (1,209) (1,066) (1) (3,794)| (3,382) (3,542) (3,825)
Net profit 10,365 13,246 13,473 4,593 3,070 3,099 68 10,831 9,902 10,370 11,199
- NP yoy growth (%) 30.3% 27.8% 1.7% 0.4% -11.1% -13.1% -96.4% -196% -86% 8.0%
- Net margin (% of net sales) 48.0% 50.8% 51.0% 55.6% 51.1% 51.2% 46% 497% 49.0% 50.6%
- Net margin (% of gross sales 41.3% 43.8% 43.2% 49.1% 43.2% 46.4% 2.6% 421% 41.5% 42.9%
Cash flow quality:

Cash sales yoy (%) 15% 22% 27% -T% -15% -2% -84% -31%

OpCF yoy (%) 7% 25% 80% -24% -29% -11% -140% -63%

AJR yoy (%) -4% 30% -70% -TT% -65% -73% -19% -19%

Customer advance yoy (%) -27% 4% 49% 21% 51% 45% -15% -15%

Dividend payout 60.0% 60.0% 65.0% 60.0% 75.0% 75.0% 75.0%
Dividend yield 5.7% 5.9% 6.4%
ROE 33.3% 35.0% 30.4% 223% 19.2% 19.0% 19.4%
Net gearing -336% -M47% -50.7% -415%| -43.7% -48.4% -53.2%

Source: Company data, J.P. Morgan estimates.
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Figure 86: Laojiao — JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Gross Revenue 23,851 24,722 26,127 25314 27,179 27,501 -5.8% -9.0% -5.0%
o -7.3% 3.7% 5.7% -1.6% 7.4% 1.2% -6pp -4pp 4pp
Gross profit 20,401 21,245 22,544 21,785 23,433 23,71 -6.4% -9.3% -5.2%
Gross margin 85.5% 85.9% 86.3% 86.1% 86.2% 86.5% -1pp Opp Opp
Operating profit 12,794 13,428 14,455 14,046 15,083 15,297 -8.9% -11.0% -5.5%
v -8.3% 5.0% 7.7% 0.7% 7.4% 1.4% -Spp -2pp 6pp
Operating margin 53.6% 54.3% 55.3% 55.5% 55.5% 55.6% -2pp -1pp Opp
Net profit 9,902 10,370 11,199 10,486 11,424 11,690 -5.6% -9.2% -4.2%
0 -8.6% 4.7% 8.0% -3.2% 8.9% 2.3% Spp -4pp 6pp
Ad. net margin 49.0% 49.5% 50.6% 41.4% 42.0% 42.5% 8pp 7pp 8pp
EPS (Rmb) 6.73 7.05 7.61 7.12 7.61 7.82 -5.5% -7.4% -2.T%
0 -8.6% 4. 7% 8.0% -3.2% 6.9% 2.8% -5pp -2pp Sep

Note: Gross profit includes consumption tax & surcharge, to align with BBG consensus.
Source: Bloomberg Finance L.P. estimates., J.P. Morgan estimates.

Figure 87: Consensus EBIT revisions - Laojiao Figure 88: Share price vs consensus forward EPS - Laojiao
= o= == J027E EBIT s 2026E EBIT RMD s | uzhou La0jia0 share price == == = Forward EPS (RHS) Rmb
40,000 2100 _ _ _e——~ 18.0
35,000 1900 \ 16.0
170.0 14.0
30,000
£ 150.0 12.0
2 25000 130.0 10.0
& 20,000 110.0 8.0
15,000 sup 64
70.0 4.0
10,000 -+
=t =t =t =t = w w ‘e > w uwy (i) (L] w 50'0 2'0
F O & & g o § § § § o & § g I =3 3 I 8 o8 8 8 o8 g
- > = o > [ =4 = > =1 o > [=4 - > B h 'y L h . ) Sy v W
= £33 232£8°5382 8328 § 53 3 3 5§ 58 3 3 § &
Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 89: Laojiao 12-month rolling P/E Figure 90: Laojiao 12-month rolling P/E band chart
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Source: J.P. Morgan, Bloomberg Finance L.P. Source: J.P. Morgan, Bloomberg Finance L.P.

69



Jessie Xu *¢
(852) 2800-8590
jessie.j.xu@jpmorgan.com

70

Asia Pacific Equity Research J,P, MOI‘gaIl

29 May 2026

Investment Thesis, Valuation and Risks

Luzhou Laojiao - A (Neutral; Price Target: Rmb105.00)

Investment Thesis

We are Neutral on Laojiao. Our balanced view is anchored by three key factors: 1) resilient
growth in the mid-end segment, which is helping offset decelerating premium sales and
supporting stable volumes; 2) a 60%-75% dividend payout commitment for 2025-26,
implying a 5%-6% yield and providing downside protection; and 3) an undemanding
valuation, well below historical averages and peers. We forecast a -7%/-9% revenue/
earnings decline in 2026E and +4%/+5% growth in 2027E, with margin stability
underpinned by disciplined cost control and channel management. The next leg of re-rating
will likely depend on evidence of sustained volume growth, margin recovery, and successful
execution of premiumization and channel strategies.

Valuation

Our Jun-27 price target of Rmb105 is based on 15x 2027E P/E, approximately 1 STD below
its 20-year historical average 12-month forward rolling P/E, consistent with the target
multiples we apply to peers Wuliangye and Yanghe. The stock currently trades at 13x 2026E
P/E, which we view as fairly valued at this stage. Looking ahead, Laojiao should see a
gradual re-rating as the best proxy for the mid-end segment, following the re-rating of the
premium segment (Moutai) in the early phase of an industry turnaround.

Risks to Rating and Price Target

Key downside risks to our rating and price target include: 1) worse-than-expected sales
growth due to a slow demand recovery and demographic change (young people consume
less baijiu); 2) potential hikes in liquor tax rates; and 3) potential social responsibility
burdens levied by local governments on large SOEs.

Key upside risks: 1) stronger-than-expected consumer sentiment leading to distribution
price and ex-factory price hikes for liquor products; and 2) a dividend payout raise.
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Luzhou Laojiao - A: Summary of Financials

J.PMorgan

Income Statement ________________ _FY24A FY25A FY26E FY27E FY28E Cash Flow Statement ____________ FY24A FY25A FY26E FY27E _FY28E
Revenue 26,442 21,803 20,210 20,948 22139 Cash flow from operating activities 19,182 7123 10,305 12,571 13,560
COGS (3,207) (2,762) (2,818) (2,816) (3,583) o/w Depreciation & amortization 783 794 739 767 793
Gross profit 22,554 18,362 16,760 17,471 18,556 o/w Changes in working capital 4498 (4,601) (450) 1318 1450
SGBA (4,807) (4,310) (3,859) (3,937) (4,100)
Adj. EBITDA 18,431 14,771 13,533 14,195 14,455 Cash flow from investing activities (1,383) (1,736) (1,088) (1,088) (1,088)
D&A (T74) (785 (739) _ (787) 0 olw Capital expenditure (1,188) (1,933 (1,138) (1,138) (1,138)
Adj. EBIT 17657 13,986 12,794 13428 14,455  as % of sales 45%  89%  56%  54%  51%
Net Interest 489 512 429 430 506
Adj. PBT 18,205 14,654 13314 13944 15058 Cash flow from financing activities (10,32) (11,820) (6,636) (7,560) (7,912)
Tax (4,708) (3,794) (3382) (3542) (3825  olw Dividends paid (8,283) (8,998) (6,636) (7.560) (7.912)
Minority Interest (25) (29) (31) (32) (34) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 13,473 10,831 9902 10,370 11,199  oiw Net debt issued/(repaid) (2,025) (2,812) 0 0 0
Reported EPS 915 736 673 705 761 Netchange in cash TATS (6443) 2,582 3923 4,561
Adj. EPS 915 736 673 705  T.61
Adj. Free cash flow to firm 17,993 5190 9,167 11433 12422
DPS 595 442 505 528 571 Yy Growth 96.7% (71.2%) 76.6% 247%  8.6%
Payout ratio 65.0% 60.0% 750% 75.0% 75.0%
Shares outstanding 1472 1472 1472 1472 1472
BalanceSheet  _ FY24A FY25A FY26E FY27E FY28E RatioAnalysis FY24A FY25A FY26E FY27E FY28E
Cash and cash equivalents 33578 27342 20923 33846 38407 Gross margin 85.3% 84.2% B829% B834% B83.8%
Accounts receivable 1813 1473 2385 2472 2613 EBITDA margin 69.7% 67.7% 67.0% 67.8% 653%
Inventories 13,393 15396 15183 13,909 12,542 EBIT margin 66.8% 64.1% 63.3% 64.1% 65.3%
Other current assets 15,584 17462 18161 16,974 15748 Net profit margin 51.0% 497% 49.0% 495% 50.6%
Current assets 50,856 46,388 49,669 52405 55,740
PP&E 9939 10589 10,994 11,370 11,721 ROE 304% 223% 19.2% 19.0% 19.4%
LT investments 2801 2931 293 293 2931 ROA 205% 16.3% 14.9% 148% 153%
Other non current assets 4121 4404 4404 4404 4404 ROCE 246% 195% 176% 175% 17.8%
Total assets 68,335 64,795 68,475 71,582 75262 SG3A/Sales 182% 198% 19.1% 18.8% 18.5%
Net debt/Equity NM  NM  NM  NM  NM
Short term borrowings 0 0 0 0 o Netdebt/EBITDA NM  NM  NM  NM  NM
Payables 2718 2029 1979 2006 2,061
Other short term liabilities 11559 9,975 10,274 10,379 10,547 Sales/Assets (x) 04 03 03 03 03
Current liabilities 14277 12,004 12253 12,385 12,609 Asseis/Equily (x) 15 14 13 13 13
Long-term debt 6,280 2627 2627 2627 2627 [Interestcover (x) NM- NM NM NM NM
Other long term liabilities 6549 2,897 2897 2807 2897 Operating leverage 1714% 1185% 1166% 135.6% 134.6%
Total liabilities 20827 14901 15150 15281 15505 laxrale 9% 233, D4 DAk Dah
Shareholders' equity 47389 49,780 53,180 56,124 50546 Revenueyly Growth 13% (17.5%) (73%) ar%  57%
Total liabilities & equity 68,335 64795 68475 71582 75262 C-oVly Growth 17% (196%) (06%) 47% 80%
BVPS 3219 3382 3613 3813 4045 ‘F':;"E'"(i‘)"’“—Fng?—FYfg’:—FYf:g_Fvgg_':"ff';
yly Growth 45%  50% 68% 55%  61% o ” 28 25 25 93 29
EV/EBITDA (x) 55 14 76 70 65
Net debt/(cash) (27.298) (24714) (27.296) (31.219) (36780) o= ol L G I

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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100
80 2
Rmb
60
40
Jul 25 Oct 25 Jan 26 Apr 26
— 002304.SZ Price (Rmb) SSEA (rebased)
YTD m 3m 12m
Abs -27.8% -11.4% -17.6% -33.2%
Rel -31.1% -11.9% -16.0% -56.0%
Company Data
Shares O/S (mn) 1,506
52-week range (Rmb) 75.50-43.32
Market cap ($ mn) 9,746
Exchange rate 6.78
Free float (%) 33.0%
3M ADV (mn) 5.62
3M ADV ($ mn) 40.8
Volatility (30 Day) 34
Index SHASHR
BBG ANR (Buy | Hold | Sell) 20057
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 15,793 13,212 14,111 14,858
Adj. EBITDA 3,797 3,230 3,691 4,293
Adj. EBIT 3,07 2,441 2912 3,528
Adj. net income 2,206 2,279 2,661 3,157
Adj. EPS 1.46 1.51 1.77 2.10
BBG EPS 230 1.98 2.26 2.08
Cashflow from operations (763) 2,231 3,799 5,679
FCFF (1,441) 1,506 3174 5,053
Margins and Growth
Revenue Growth Y/Y (%) (34.3%)  (16.3%) 6.8% 5.3%
Same Store Sales Growth (%) o = - =
Gross margin 65.5% 63.8% 65.0% 66.1%
EBITDA margin 24.0% 24.4% 26.2% 28.9%
EBITDA Growth Y/Y (%) (59.6%)  (14.9%) 14.3% 16.3%
EBIT margin 19.4% 18.5% 20.6% 23.7%
Net margin 14.0% 17.3% 18.9% 21.3%
Adj. EPS growth (66.9%) 3.3% 16.7% 18.7%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 4.5% 4.9% 5.7% 6.7%
Valuation
FCFF yield (2.2%) 2.3% 4.8% 7.6%
Dividend yield 3.4% 3.4% 4.0% 4.8%
EV/Revenue 3.0 36 33 3.0
EV/EBITDA 12,5 14.8 127 10.4
Adj. PIE 30.0 29.0 248 20.9

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We are Underweight on Yanghe. The company continues to face
significant headwinds from channel inventory build-up,
intensifying competition, and a sluggish macro environment.
Three key factors underpin our cautious stance: 1) persistent
inventory risks and weak sell-through, as evidenced by a 16%
yoy revenue decline in 4Q25 and only modest sequential
improvement; 2) intensifying competition in both Jiangsu and
national markets, limiting pricing power and volume recovery;
and 3) a demanding valuation despite subpar growth and margin
outlook. We forecast a 6.8% revenue growth and 16.7% EPS
growth over 2026-27, but see limited near-term catalysts for a
re-rating until inventory and governance issues are resolved.

Valuation

Our Jun-27 PT of Rmb24 is based on 15x 2027E P/E, near 1 SD
below its historical average 12-month forward rolling P/E, and
consistent with the target multiples we apply to peers Wuliangye
and Laojiao. Current valuations are not justified, in our view,
based on the subpar growth and margin outlook.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 67%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP -0.04 -0.02
Region: China -0.13 0.19
Macro:
JPM China A-shares Sentiment 0.64 045
Citi Economic Surprise - EM -0.03 -0.27
Emerging Economies CPI(YoY) -0.09 -0.13
Quant Styles:
Value -0.24 -0.24
Size -0.42 -0.23
DivYld -0.19 -0.23

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 91: Yanghe - Key operating and financial metrics

P&L, FYE Dec 31 (Rmb mn) 2026E 2027E

Gross revenue 30,105 33,126 | 28,876 | 11,066 3,729 3,295 1,121 19,211 15,973 16,959 17,857
- Mid/high-end liquor 26227 | 28539 | 24317 16,542 14,061 14,905 15,650
- Economy liquor 3273 3,950 3,931 2,234 1,564 1,689 1,824
- Others 605 637 628 435 348 365 383
Gross revenue yoy (%) 18.8% 10.0%| -12.8%| -31.9% 43.7% -29.0% -17.6%| -33.5%| -16.9% 6.2% 5.3%
- Mid/high-end liquor 21.9% 88%| -148% -32.0%| -15.0% 6.0% 5.0%
- Economy liquor 5.0% 20.7% -0.5% -43.2%| -30.0% 8.0% 8.0%
Sales volume yoy (%) 6.2%| -14.9%| -16.3% -26.0%| -10.0% 0.0% 5.0%
ASP yoy (%) 13.1% 29.8% 3.9% -10.1% -1.5% 6.2% 0.3%
Consumption tax & surcharge (4,388)| (5,269) (4,826)( (1,733) (682) (652) (351)| (3,418)| (2,761)| (2,848)| (2,999)
- % of gross revenue -146%| -159%| -16.7%| -157% -183% -198% -31.3%| -17.8%| -17.3%| -16.8%| -16.8%
- margin chg (bps) 179 (133) 81) 35 (602) (194) 1,162 (108) 51 49 (0)
Net revenue 25,717 | 27,857 | 24,050 9,333 3,047 2,643 770 15,793 13,212 14,111 14,858
Net revenue yoy (%) 21.3% 8.3%| -13.7%| -31.6% -47.5% -30.T% 0.8%| -343%| -16.3% 6.8% 5.3%
COoGS (7,646)| (8,200) (7,751) (2,701) (995) (1,531) (228)| (5,456)| (4,783)| (4,945)| (5,042)
Gross profit 18,071 19,657 16,299 6,632 2,052 1,112 542 10,338 8,429 9,166 9,816
- Gross margin (% of net revenue) 70.3% 71.1% 67.3% 42.1% 70.4% 65.5% 63.8% 65.0% 66.1%
- Gross margin (% of gross revenue) 74.6% 75.6% 73.3% 53.5% 79.6% 71.6% 70.1% 70.8% 71.8%
SG&A expense (6,368)| (7,436)| (7,546)| (1,874) (1,213) (1,708) (2,346)| (7,140)| (5988) (6,254)| (6,288)
- Selling expense (4,179)| (5,387) (5,516) (1,370) (779) (1,251) (1,805)| (5,208)| (4,450)| (4,611)] (4,558)
- G&A expense (2,189)| (2,049)] (2,030) (504) (434) (456) (540)| (1,935)| (1,538)| (1,643)] (1,730)
SG&A / net revenue (%) -24.8%| -26.7%| -31.4%| -20.1% @ -39.8%  -64.6% -304.5%| -45.2%| -45.3%|( 44.3%| -42.3%
- Seling expense -16.3%| -19.3%| -229%| -147% -255% -47.4% -234.4%| -33.0%| -33.7%| -32.7%| -30.7%
- G&A expense -8.5% -7.4% -8.4% -54% -142% -173% -701%| -122%| -116%| -116%| -116%
SG&A / gross revenue (%) 21.2%| -224%| -261%| -16.9%  -32.5%  -51.8% -209.3%| -37.2%| -37.5%| -36.9%| -35.2%
- Selling expense -139%| -16.3%| -19.1%| -124% -209% -38.0% -161.1%| -271%| -27.9%| -27.2%| -255%
- G&A expense -7.3% £.2% -7.0% -46% -116% -139% -482%| -101% -9.6% -9.7% -9.7%
Operating profits 11,703 12,221 8,753 4,758 B840 (596)  (1,804) 3,198 2441 2,912 3,528
- OP yoy (%) 256% 44%| -284%| -397T% B40% -226.4% -7.0%| -635%| -23.7% 19.3% 21.2%
- OP margin (% of net revenue ) 43.9% 36.4% 51.0% 27.6% 20.2% 18.5% 20.6% 23.7%
- OP margin (% of gross revenue 38.9% 36.9% 30.3% 43.0% 22.5% 16.6% 15.3% 17.2% 19.8%
Financial investment gain/(losses) 108 218 (250) (9) 157 70 304 319 335
Other income and expenses 57 24 29 3 4 (87) 41 44 46
Interest income/(exp), net 636 755 611 61 a7 284 233 253 280
PBT 12,503 13,218 9,143 4,841 1,087 (429) (2,036) 3,464 3,019 3,528 4,190
- PBT yoy (%) 25.7% 5.7%| -308%| -401% -573% -151.4% -121%| -62.1%| -12.8% 16.8% 18.8%
- PBT margin (% of net revenue 48.6% 47.4% 38.0% 51.9% 35.7% -16.2% -2642% 21.9% 22.9% 25.0% 28.2%
Income tax expense (3,114)| (3,197} (2,477) (1,208) (385) 56 264 (1,273) (755) (882)] (1,047)
- Effective tax rate (%) -249%| -242%| -27.1%| -25.0% -354% -13.0% -13.0%| -36.7%| -25.0%| -25.0%| -25.0%
Minus: minority interests 12 5 ] (4) (4) (4) 3) (15) (15) (15) (15)
Net profits 9,378 10,016 6,673 3,637 707 (369) (1,769) 2,206 2,279 2,661 3,157
- NP yoy (%) 24.9% 6.8%| -33.4%| -399% B627% -1584% 72%| -66.9% 3.3% 16.7% 18.7%
- Net margin (% of net revenue 36.5% 36.0% 27.7% 39.0% 232% -13.9% -2296% 14.0% 17.3% 18.9% 21.3%
- Net margin (% of gross revenue) 31.2% 30.2% 23.1% 32.9% 189% -11.2% -157.8% 11.5% 14.3% 15.7% 17.7%
Cash flow quality:

Cash sales 30,888 34,854 30,814 9,805 2573 4,660 7,718 19,412

- yoy growth (%) -16.1% 128%| -116%| -240% -475% -274% 17.3%| -37.0%

Account & notes receivable 1,194 792 1,513 529 833 358 180 190

- yoy growth (%) 34.5%| -33.7% 91.2%| -433% -101% -227% -87.4%| -87.4%

Deferred revenue 13,742 11,105 10,344 7,024 5878 6,424 7,529 7,529

- yoy growth (%) -13.1%| -192% -5.9% 20.8% 49.3% 294% -272%| -27.2%

Source: Company data, J.P. Morgan estimates.
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Figure 92: Yanghe - JPM estimates vs Bloomberg consensus

JPMe Bloomberg Consensus JPMe vs Consensus
FYE 31-Dec (Rmb mn) 2026E 202TE 2028E 2026E 202TE 2028E 2026E 2027E 2028BE
Gross revenue 15973 16,959 17,857 18,441 19,600 19,339 -13.4% -13.5% -1.7%
o -16.9% 6.2% 5.3% -4.0% 6.3% 1.3%
Gross profit 11,189 12,014 12,815 12,994 13,897 13,741 -13.9% -13.6% 6.7%
Gross margin 70.1% 70.8% 71.8% 70.5% 70.9% 71.1% -0.4pp -0.1pp 0.7pp
Operating profit 2,44 2912 3,528 4,086 4,702 4,512 -40.3% -38.1% -21.8%
0 23.7% 19.3% 21.2% 27.8% 15.1% -4.0%
Operating margin 15.3% 17.2% 19.8% 22 2% 24.0% 23.3% -6.9pp -6.8pp -3.6pp
Net profit 2,001 2,368 2,850 3,046 3,512 3,144 -34.3% -32.6% -9.4%
0 -£.3% 18.3% 20.3% 42.7% 15.3% -10.5%
Adj. net margin 15.1% 16.8% 19.2% 16.5% 17.9% 16.3% -1.4pp -1.1pp 2.9pp
EPS (Rmb) 1.51 1.77 210 1.98 2.26 -23.7% -21.8% 1.8%
0 3.3% 16.7% 18.7% 35.4% 14.0%
Note: Gross profit includes consumption tax & surcharge, to align with BBG consensus.
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.
Figure 93: Consensus EBIT revisions - Yanghe Figure 94: Share price vs consensus forward EPS - Yanghe
== J027E EBIT s 2026F EBIT Rmb Yanghe share price = == == Forward EPS (RHS) ~ Rmb
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Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 95: Yanghe 12-month rolling P/E Figure 96: Yanghe 12-month rolling P/E band chart
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Investment Thesis, Valuation and Risks

Yanghe - A (Underweight; Price Target: Rmb24.00)

Investment Thesis

We are Underweight on Yanghe. The company continues to face significant headwinds from
channel inventory build-up, intensifying competition, and a sluggish macro environment.
Three key factors underpin our cautious stance: 1) persistent inventory risks and weak sell-
through, as evidenced by a 16% yoy revenue decline in 4Q25 and only modest sequential
improvement; 2) intensifying competition in both Jiangsu and national markets, limiting
pricing power and volume recovery; and 3) a demanding valuation despite subpar growth
and margin outlook. We forecast a 6.8% revenue growth and 16.7% EPS growth over 2026—
27, but see limited near-term catalysts for a re-rating until inventory and governance issues
are resolved.

Valuation

Our Jun-27 PT of Rmb24 is based on 15x 2027E P/E, near 1 SD below its historical average
12-month forward rolling P/E, and consistent with the target multiples we apply to peers
Wauliangye and Laojiao. Current valuations are not justified, in our view, based on the subpar
growth and margin outlook.

Risks to Rating and Price Target
Key upsiderisksinclude: 1) faster-than-expected inventory clearance; 2) successful product
innovation or marketing strategy; 3) sector-wide stimulus or demand recovery.

Key downside risks: 1) prolonged inventory digestion; 2) intensifying competition in
Jiangsu and nationally; 3) further governance or management issues; and 4) macro or policy
shocks.
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Yanghe - A: Summary of Financials

J.PMorgan

income Statement _______________ FY2A FY25A FYZGE FY2[E FYZE CashFlowStatement _____ _ FYJA FYZSA FYZE FY2IE FYZE
Revenue 24,050 15,793 13,212 14,111 14,858 Cash flow from operating activities 4629 (763) 2,231 3,799 5679
COGS (7,165) (4,823) (4,057) (4,227) (4,338) o/w Depreciation & amortization 697 754 789 779 764
Gross profit 16,299 10,338 8,429 9166 9,816 o/w Changes in working capital (3,325) (3,801)  (521) 691 2,105
SG&A (T467) (7,047) (5,925) (6,192) (6,228)
Adj. EBITDA 9,405 3,797 3,230 3,601 4,293 Cash flow from investing activities (1,302)  (629) (1,422) (1,306) (1,290)
D&A (665) (726) (789) (779) (764)  olw Capital expenditure (1454)  (678) (726) (626)  (626)
Adj. EBIT 8,740 3,071 2441 2912 3,528 as % of sales 6.0% 4.3% 5.5% 4.4% 4.2%
Net Interest 611 284 233 253 280
Adj. PBT 9143 3464 3,019 3528 4,190 Cash flow from financing activities (7,050) (6,931) (2,282) (2,664) (3,160)
Tax (2477) (1,273)  (755)  (882) (1,047)  olw Dividends paid (7.020) (7,002) (2.282) (2,664) (3,160)
Minority Interest 7 15 15 15 15 ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 6,673 2,206 2,279 2,661 3,157 ofw Net debt issued/(repaid) 0 98 0 0 0
Reported EPS 443 1.46 1.51 1.77 2.10  Net change in cash (3,720) (8,326) (1,472)  (170) 1,229
Adj. EPS 443 1.46 1.51 1.77 2.10
Adj. Free cash flow to firm 3177 (1,441) 1,506 3,174 5,053
DPS 4.65 1.47 1.51 1.77 2.10 yly Growth (36.7%) (145.4%) (204.5%) 110.8%  59.2%
Payout ratio 104.9% 100.4% 100.0% 100.0% 100.0%
Shares outstanding 1506 1506 1506 1506 1,506
Balance Sheet ~ FY24A FY25A FY26E FY27E FY28E RatioAnmalysis ____ ___ FY24A FY2Z5A FY26E FY27E FY28E
Cash and cash equivalents 21,748 13263 11,791 11,621 12,849 Gross margin 678% 655% 63.8% 650% 66.1%
Accounts receivable 1,513 190 158 168 177 EBITDA margin 391% 24.0% 244% 262% 28.9%
Inventories 19733 20,375 19,132 18,791 17,143 EBIT margin 36.3% 194% 185% 206% 23.7%
Other current assets 21,286 20594 19319 18987 17,348 Net profit margin 27.7% 14.0% 17.3% 189% 21.3%
Current assets 50,325 42,586 40,839 41,337 41,926
PP&E 7484 7503 7477 7359 7255 ROE 12.9% 4.5% 4.9% 5.7% 6.7%
LT investments 1235 1247 1247 1,247 1,247 ROA 9.7% 3.5% 4.0% 4.7% 5.5%
Other non current assets 7456 6589 6589 6589 6589 ROCE 123%  39% 39% 47% 56%
Total assets 67,345 58,596 56,785 57,130 57,580 SG3A/Sales 31.0%  44.6% 448% 43.9% 41.9%
Net debt/Equity NM NM NM NM NM
Short term borrowings 0 10 10 10 10 Net debVEBITDA NM  NM  NM  NM  NM
Payables 1,265 818 7 ™ 756
Other short term liabiliies 13994 10483 8788 9,123 9,575 SaleslAssets (x) 04 03 02 02 03
Current liabilities 15250 11311 9,515 9,875 10,340 Assets/Equily (x) 1313 12 12 12
Long-term debt 0 81 81 81 g1 Interest cover (x) NM NM NM NM NM
Other long term liabilities 394 392 302 302 392 Operating leverage 208.1% 188.9% 125.5% 283.4% 399.6%
Total liabilities 15652 11,703 9,907 10,266 10,732 laxrate 271%  36.7%  25.0%  25.0%  25.0%
Shareholders' equity 51588 46797 46797 46797 46,797 Revenueyly Growth (13.7%) (34.3%) (16.3%) B6.8%  53%
Minority interests 105 96 81 66 51 EBITDA yly Growth (27.2%) (59.6%) (14.9%) 14.3% 16.3%
Total liabilities & equity 67,345 58,506 56,785 57,130 57,580 EPSyly Growth (334%) (66.9%) 33% 16.7% 18.7%
BVPS 325 3106 3106 3106 3106 EF':?E'-"(-?)'PL S Yg;‘-':— E Y;g‘;— F Y::g_ £ ngg_ -F Yg{?g
y/y Growth (0.7%)  (9.3%) 0.0% 0.0%  0.0% PIBY (x 13 13 14 14 14
EV/EBITDA (x) 4.1 12.5 14.8 127 104
Net debt/(cash) (21,748) (13,172) (11,700) (11,530) (12,758) Dividend Yield 10.6% 349% 3.4% 40% 48%

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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— 0291.HK Price (HK$) R-CHIP (rebased)
YTD m 3m 12m
Abs -8.5% -6.0% -13.0% -1.3%
Rel -16.5% -6.0% -10.7% -16.4%
Company Data
Shares O/S (mn) 3,244
52-week range (HK$) 29.40-23.66
Market cap ($ mn) 9,938
Exchange rate 7.83
Free float (%) 43.9%
3M ADV (mn) 10.17
3M ADV ($ mn) 338
Volatility (30 Day) 3
Index HSCCI
BBG ANR (Buy | Hold | Sell) 46/0]0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 37,985 39,506 40,752 42,209
Adj. EBITDA 7,701 10,303 11,015 11,454
Adj. EBIT 5,275 7,930 8,677 9,147
Adj. net income 3,37 5,979 6,505 6,893
Adj. EPS 1.04 1.84 2.01 2.12
BBG EPS 173 1.78 1.92 2.05
Cashflow from operations 7,127 7,148 8,539 9,092
FCFF 5614 5,007 6,343 6,853
Margins and Growth
Revenue Growth Y/Y (%) (1.7%) 4.0% 3.2% 3.6%
Same Store Sales Growth (%) o - - =
Gross margin 43.1% 43.3% 44.0% 44 4%
EBITDA margin 20.3% 26.1% 27.0% 27.1%
EBITDA Growth Y/Y (%) (13.7%) 33.8% 6.9% 4.0%
EBIT margin 13.9% 20.1% 21.3% 21.7%
Net margin 8.9% 15.1% 16.0% 16.3%
Adj. EPS growth (28.9%) 77.4% 8.8% 6.0%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 10.5% 17.9% 18.2% 18.1%
Valuation
FCFF yield 8.3% 74% 9.4% 10.2%
Dividend yield 4.9% 5.8% 6.8% 7.2%
EV/Revenue 1.8 1 1.6 1.4
EV/EBITDA 9.0 6.5 58 53
Adj. PIE 20.0 11.3 104 9.8

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We are OW on CR Beer. With 70% of sales already in off-trade
— the highest among major players — we believe CR Beer is set
to benefit from the channel mix change. Three key drivers
underpin our positive view: 1) structural channel advantage; 2)
proven premiumization execution; and 3) accelerating
momentum in 2026 YTD. We forecast a 3.6% revenue CAGR
backed by 1.1% volume growth and 2.5% ASP growth, with
dividend yield rising to 5-6% in 2026E.

Valuation

Our Jun-27 PT of HK$34 isbased on 15x 2027E P/E, in line with
our China Baijiu and Beer coverage, implying 8.3x 2027E EV/
EBITDA. Global beer companies are trading at 14x 2027E P/E
onaverage, or 2x PEG. Our target price for CR Beer implies 1.7x
PEG, which we think is justified, given stronger earnings growth
momentum.

Performance Drivers

Market
Region
Macro
Style
Idiosyn.

Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.33 0.26
Region: China 0.10 0.20
Macro:

JPM China A-shares Sentiment 0.30 0.28

Emerging Economies CPI(YoY) -0.14 -0.22

Citi Economic Surprise - EM -0.01 -0.18
Quant Styles:

Size 0.02 -0.25

Momentum 0.01 -0.16

LowVol 0.24 0.07

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 97: CR Beer - Key operating and financial metrics

P&L (Rmb mn, FYE Dec 31) 2022 2023 2024 1H25 2H25 2025 2026E 2027E 2028E
Total revenue 35,263 38,932 38,635 23,942 14,043 37,985 39,506 40,752 42,209
- Beer 36,865 36,486 23,161 13,328 36,489 38,052 39,269 40,652
- Baijiu 2,067 2,149 781 715 1,496 1,454 1,483 1,557
Total revenue yoy (%) 5.6% 10.4% -0.8% 0.8% -5.7% 1.7% 4.0% 3.2% 3.6%
- Beer revenue yoy (%) 5.6% 4.5% -1.0% 2.6% -4.3% 0.0% 4.3% 3.2% 3.5%
* Beer volume 0.4% 0.5% -2.5% 2.2% 0.4% 1.4% 0.9% 1.1% 1.3%
-- Sub-premium + 12.6% 18.9% 4.3% 6.1% 5.3% 5.7% 7.0% 7.8% 7.9%
-- Mid-end -1.7% -1.6% -3.1% 1.7% -1.2% 0.4% -0.4% 1.0% 1.0%
-- Low-end -2.4% -5.3% -5.4% 0.5% -1.2% -0.2% -1.6% -3.0% -3.0%
* Beer ASP 5.2% 4.0% 1.5% 0.4% -4.6% -1.4% 3.3% 2.1% 2.2%
- Baijiu revenue yoy (%) 4.0% -33.7% -26.4% -30.4% -2.8% 2.0% 5.0%
Gross profit 13,561 16,103 16,475 11,704 4,656 16,360 17,097 17,932 18,728
- Beer 14,802 15,004 11,178 4,320 15,498 16,151 16,924 17,670
- Baijiu 1,301 1.471 526 336 862 946 1,008 1,059
Gross margin (%) 38.5% 41.4% 42.6% 48.9% 33.2% 43.1% 43.3% 44.0% 44.4%
- Beer 40.2% 41.1% 48.3% 32.4% 42.59 42 4% 43.1% 43.5%
- Baijiu 62.9% 68.5% 67.3% 47.0% 57.6% 65.1% 68.0% 68.0%
SGEA (10,070) (11,427) (11,681) (5,556) (5,331) (10,887) (10,707) (10,814) (11,183)
SG&A as % of sales -28.6% -29.4% -30.2% -23.2% -38.0% -28.7% -271% -26.5% -26.5%
Other income/(expense) 2,183 2,651 1,934 1,000 (1,832) (832) 1,683 1,719 1,821
Excl: Interest inc (booked in other income) 380 361 169 70 37 107 165 184 244
Share of P&L of associates (67) (5) 15 613 128 741 22 24 24
EBIT (IFRS) 5,227 6,961 6,574 7,691 (2,416) 5,275 7,930 8,677 9,147
- EBIT yoy growth (%) -12.8% 33.2% -5.6% 20.8% -1272.8% -19.8% 50.3% 9.4% 5.4%
- EBIT margin (%) 14.8% 17.9% 17.0% 32.1% -17.2% 13.9% 20.1% 21.3% 21.7%
Special items * - current year (235) (141) 230 586 (2,764) (2,178) (134) (137) (139)
Special items * - last year 1,339 (235) 796 (15) (17) (32) (2,138) (134) (137)
Adj EBIT (IFRS ex-special items) * 5,462 7,102 6,344 7,105 348 7,453 8,065 8,814 9,286
- Beer 7,030 6,277 7,276 678 7,954 8,287 8,795 9,266
- Baijiu 130 116 (152) (325) 477) (194) 45 46
- Unallocated corporate exp (58) (49) (19) (5) (24) (28), (26) (26)
Adj EBIT yoy (%) - cur. year vs last year 17.4% 30.0% 2.9% 11.3% 56.1% 12.8% 8.8% 9.3% 5.4%
- Beer 27.5% 2.0% 14.0% 340.3% 21.7% 4.7% 6.1% 5.4%
- Baijiu 72.1% -416.7% -545.2% -494.2% 59.3% -122.9% 2.3%
Adj EBIT margin (%) 15.5% 18.2% 29.7% 2.5% 19.6% 20.4% % 22.0%
- Beer 0.0% 19.1% 31.4% 5.1% 21.8% 21.8%
- Baijiu 0.0% 6.3% -19.5% -45.5% -31.9% -13.4% 3.0% 2.9%
Adj EBITDA (IFRS ex-special items) * 7,024 9,379 8,336 1,543 9,879 10,437 11,152 11,593
Adj EBITDA yoy (%) 11.6% 33.5% 10.7% 8.4% 10.3% 6.1% 6.9% 4.0%
Adj EBITDA margin (%) 19.9% 24.1% 34.8% 11.0% 26.0% 26.4% 27.4% 27.5%
Net Profit attributable to shareholders 4,344 5,153 5,789 (2,418) 3,37 5,979 6,505 6,893
- Beer 4,344 4,961 5,856 626 6,482 6,067 6,494 6,883
- Baijiu 192 (67) (3,044) (3,111) (89) 10 11
Net profit yoy growth (%) -5.3% 18.6% -8.0% 23.0% n.m. -28.9% 77.4% 8.8% 6.0%
Net margin (%) 12.3% 13.2% 12.3% 24.2% -17.2% 8.9% 15.1% 16.0% 16.3%
- Beer 13.5% 12.9% 25.3% 4.7% 17.8% 15.9% 16.5% 16.9%
- Baijiu 9.3% 1.9% -8.6% -425.8% -208.0% -6.1% 0.7% 0.7%
Adjusted net earnings (ex-impairment) 4,520 5,257 4,570 5,789 459 6,248 5,979 6,505 6,893
Adj NP yoy (%) 26.2% 16.3% -0.9% 22.7% -408.1% 36.7% -4.3% 8.8% 6.0%
Adj net margin (%) 12.8% 13.5% 11.8% 24.2% 3.3% 16.4% 15.1% 16.0% 16.3%
Dividend payout (% on reported NP) 40% 59% 52% 53% 65% 70% 70%
Dividend yield (%) 5.6% 6.5% 6.9%

Note: (*) special items = fixed assetimpairment expense & staff-layoff compensation related to closure of idle plants + land disposal gain

Source: Company data, J.P. Morgan estimates.
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Figure 98: CR Beer - JPM estimates vs Bloomberg consensus

JPMe
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E
Total revenue 39,506 40,752 42,209
Gross profit 17,097 17,932 18,728
Gross margin 43.3% 44.0% 44 4%
EBIT (IFRS) 7,930 8,677 9,147
50.3% 9.4% 5.4%
Adj. EBIT margin 20.1% 21.3% 21.7%
Net profit 5979 6,505 6,893
77.4% 8.8% 6.0%
Net margin 15.1% 16.0% 16.3%
EPS (Rmb) 1.84 2.01 212
Yo Y 77 4% 8 B% 6.0%
Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.
Figure 99: Consensus EBIT revisions — CR Beer
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Source: Bloomberg Finance L.P. estimates.
Figure 101: CR Beer 12-month rolling P/E
(X)so ——— CR Beer 12-month rolling PIE
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Source: J.P. Morgan, Bloomberg Finance L.P.
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Bloomberg consensus JPMe vs consensus

2026 2027E 2028E 2026E 2027E 2028E
39,271 40,471 41,669 0.6% 0.7% 1.3%
3.4% 3.1% 3.0% 0.6pp 0.1pp 0.6pp
17,041 17,753 18,471 0.3% 1.0% 1.4%
43.4% 43.9% 44.3% -0.1pp 0.1pp 0.0pp
7,400 7,872 8,315 7.2% 10.2% 10.0%
40.3% 6.4% 5.6% 10.1pp 3.0pp -0.2pp
18.8% 19.5% 20.0% 1.2pp 1.8pp 1.7pp
5,838 6,216 6,642 2.4% 4.6% 3.8%
73.2% 6.5% 6.8% 4 2pp 2 3pp -0.9pp
14.9% 15.4% 15.9% 0.3pp 0.6pp 0.4pp
1.78 1.92 2.05 3.3% 4.3% 3.5%
71.7% 7.8% 6.8% 5.7pp 1.0pp 0.8pp
Figure 100: Share price vs consensus forward EPS - CR Beer
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Figure 102: CR Beer 12-month rolling P/E band chart
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Investment Thesis, Valuation and Risks

China Resources Beer (0291) (Overweight; Price Target: HK$34.00)

Investment Thesis

We are OW on CR Beer. With 70% of sales already in off-trade — the highest among major
players — we believe CR Beer is set to benefit from the channel mix change. Three key
drivers underpin our positive view: 1) structural channel advantage; 2) proven
premiumization execution; and 3) accelerating momentum in 2026 YTD. We forecast a
3.6% revenue CAGR backed by 1.1% volume growth and 2.5% ASP growth, with dividend
yield rising to 5-6% in 2026E.

Valuation

Our Jun-27 PT of HK$34 is based on 15x 2027E P/E, in line with our China Baijiu and Beer
coverage, implying 8.3x 2027E EV/EBITDA. Global beer companies are trading at 14x
2027E P/E on average, or 2x PEG. Our target price for CR Beer implies 1.7x PEG, which
we think is justified, given stronger earnings growth momentum.

Risks to Rating and Price Target

Key downside risks include: 1) raw material/energy cost inflation; 2) slower-than-expected
summer sales; 3) intensifying competition in the beer industry, especially in premium and
super-premium segments, where all market leaders are fighting aggressively; 4) challenges
in building sales momentum for Heineken China; and 5) uncertainty in baijiu business
development.
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income Statement _______________ FY2A FY25A FY26E FY2[E FYZE CashFlowStatement _____ _ FYJA FYZSA FYWE FY2IE FYZE
Revenue 38,635 37,985 39,506 40,752 42,209 Cash flow from operating activities 6928 7127 7,148 8539 9,092
coGS (19,810) (19,199) (20,036) (20.482) (21,173)  ofw Depreciation & amortization 2350 2426 2,372 2338 2,307
Gross profit 16,475 16,360 17,097 17,932 18,728 o/w Changes in working capital 106 (465)  (243) 54 314
SG&A (11,681) (10,887) (10,707) (10,814) (11,183)
Adj. EBITDA 8,924 7,701 10,303 11,015 11,454 Cash flow from investing activities (2,135) (2,289) (1,477) (1,444) (1,369)
D8A (2350) (2426) (2372) (2,338) (2307)  olw Capital expenditure (2813) (1799) (2.250) (2,250) (2,250)
Adj. EBIT 6,574 5275 7,930 8677 9,147 as % of sales 7.3% 4.7% 5.7% 5.5% 5.3%
Net Interest 75 32 110 184 244
Adj. PBT 6,649 5307 8041 8861 9,390 Cash flow from financing activities (6,494) (1,715) (6,332) (4,205) (4,645)
Tax (1,890) (2,133) (2,126) (2,339) (2479)  ofw Dividends paid (3,369) (2,764) (3567) (4,295) (4,645)
Minority Interest (20) 197 63 (17) (18) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 4739 331 5979 6505 6,893 of/w Net debt issued/(repaid) (2963) 1,166 (2,711) 0 0
Reported EPS 1.46 1.04 1.84 2.01 2.12 Net change in cash (1,704) 3,102 (660) 2,800 3,078
Adj. EPS 1.46 1.04 1.84 2.01 2.12
Adj. Free cash flow to firm 4181 5614 5007 6343 6,853
DPS 0.76 1.02 1.20 1.40 1.49 yly Growth 171.0% 34.3% (10.8%) 26.7% 8.0%
Payout ratio 521% 98.2% 65.0% 70.0% 70.0%
Shares outstanding 3,244 3244 3244 3244 3244
BalanceSheet _ _ _ FY2A FY25A FY2E FY27E FYZE RatioAnalysis ______ FY2A FY25A FY26E FY2/E FYZEE
Cash and cash equivalents 3816 6918 6,258 9,058 12,136 Gross margin 426% 431% 43.3% 44.0% 44.4%
Accounts receivable 1646 1602 1699 1752 1,815 EBITDA margin 231% 203% 261% 27.0% 271%
Inventories 9640 9240 9,560 9,862 10,215 EBIT margin 17.0% 13.9% 201% 213% 21.7%
QOther current assets 11,812 14,293 14903 15277 15,714 Net profit margin 12.3% 89% 151% 16.0% 16.3%
Current assets 15,628 21,211 21,161 24,335 27,850
PP&E 18124 17,969 18,389 18,772 19,123 ROE 153% 105% 17.9% 182% 18.1%
LT investments # - " - - ROCA 6.7% 4.9% 8.7% 9.2% 9.3%
Other non current assets 27,298 21923 23017 22959 22929 ROCE 136% 92% 16.8% 17.9% 17.7%
Total assets 69,308 68,633 69,467 72,303 75707 SG3A/Sales 302% 287% 27.1% 26.5% 26.5%
Net debt/Equity NM NM NM NM NM
Short term borrowings 1,168 1,405 0 0 0 NetdebVEBITDA NM- NM o NM o NM NM
Payables 24,583 24,028 24,691 25266 26,169
Other short term liabiliies 303 324 114 177 182 Sales/Assets (x) 05 06 06 06 06
Current liabilities 26,054 25757 24,865 25444 26,351 Assels/Equily (x) 23 2221 200 19
Long-term debt 681 1,306 0 0 o Interest cover (x) NM NM NM NM NM
Other long term liabilities 7,669 6,912 6,290 6409 6549 Operating leverage 728.8% 1174.5% 1257.4% 298.4% 151.4%
Total liabilities 33723 32,669 31154 31,853 32,900 laxrale 284% 40.2% 264% 264%  264%
Shareholders' equity 31692 32262 34674 36884 39,132 Revenueyly Growth (0.8%) (1.7%)  4.0%  32%  3.6%
Total liabilities & equity 69,308 68,633 69,467 72,393 75707 EPSyly Growth (8.0%) (28.9%) T774% 8.8% 60%
BVPS 977 904 1060 1137 1206 ‘F':;"E'"(i‘)"’“—Fij’;—FYgg’{’;—FYffg_vagi_m:g
y/y Growth 4.6% 1.8% 7.5% 6.4% 6.1% PIBV (x) 91 91 19 18 7
EV/EBITDA (x) 8.0 9.0 6.5 5.8 53
Net debt/(cash) (1,967) (4,207) (6,258) (9,058) (12,136) Dividend Yield 37% 4.9% 5.8% 6.8% 72

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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taurant industry recovery; and (3) possible stimulus in China. Pushback from investors
centers on the pace of volume recovery and the sustainability of premiumization, but we
believe early signs of stabilization in China and India provide a foundation for cautious
optimism.
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— 1876.HK Price (HK$) HSI (rebased)
YTD 3m 12m
Abs -6.8% -6.7% 9.2% -14.9%
Rel -4.4% -4.1% 3.1% -22.4%
Company Data
Shares O/S (mn) 13,243
52-week range (HK$) 9.42-6.95
Market cap ($ mn) 11,951
Exchange rate 7.83
Free float (%) 12.8%
3M ADV (mn) 13.77
3M ADV ($ mn) 132
Volatility (30 Day) 27
Index HSI
BBG ANR (Buy | Hold | Sell) 2418J0
Key Metrics (FYE Dec)
$ in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 5,764 6,018 6,197 6,381
Adj. EBITDA 1,588 1,606 1,685 1,769
Adj. EBIT 986 992 1,063 1137
Adj. net income 489 638 693 747
Adj. EPS 0.04 0.05 0.05 0.06
BBG EPS 0.05 0.05 0.05 0.08
Cashflow from operations 951 1,356 1426 1,456
FCFF 644 960 1,021 1,041
Margins and Growth
Revenue Growth Y/Y (%) (7.7%) 4.4% 3.0% 3.0%
Same Store Sales Growth (%) o - - =
Gross margin 50.1% 50.3% 50.5% 50.8%
EBITDA margin 27.6% 26.7% 27.2% 27.7%
EBITDA Growth Y/Y (%) (12.1%) 1.1% 5.0% 4.9%
EBIT margin 17.1% 16.5% 17.1% 17.8%
Net margin 8.5% 10.6% 11.2% 11.7%
Adj. EPS growth (32.8%) 30.5% 8.6% 7.7%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 4.8% 6.3% 6.8% 7.4%
Valuation
FCFF yield 5.4% 8.0% 8.6% 8.7%
Dividend yield 6.3% 6.3% 6.3% 6.3%
EV/Revenue 1.8 1 1.6 1.5
EV/EBITDA 6.5 6.3 58 54
Adj. PIE 244 18.7 17.2 16.0

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We are Neutral on Bud APAC. The industry is seeing a structural
shift: off-trade channels (home, outdoor, BBQ, camping) now
account for 60% of sales, while traditional restaurants, nightlife,
and KTV remain soft. Bud APAC, historically focused on
nightlife and high-end dining, has pivoted since 2025 to the
Rmb6-8 price band with core SKUs (Classic Budweiser,
Hoegaarden, Corona) and is accelerating Harbin’s recovery.
Three key drivers frame our view: (1) the ongoing transition to
oft-trade channels, which is critical for long-term relevance but
has pressured ASP and sales; (2) early signs of stabilization, and
(3) disciplined cost management to offset raw material inflation.

Valuation

Our Jun-27 PT of HK$8.20 is based on 20x 2027E P/E (implying
6.0x 2027E EV/EBITDA), in line with our target P/E for
Tsingtao Brewery. Given its premium positioning and strong
brand equity, Bud APAC should be able to sustain a valuation
premium relative to its H-share peers (CR Beer and Tsingtao
Brewery-H). Its valuation is also supported by a 6-7% dividend
yield.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 62%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP 0.00 0.28
Region: China 0.19 0.16
Macro:
JPM China A-shares Sentiment 0.59 0.29
JP Morgan EMBI Global Spread 017 -0.13
US 10 Year Yield -0.01 0.12
Quant Styles:
Size -0.40 -0.44
Momentum -0.45 -0.37
Value 0.34 0.24

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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Figure 103: Bud APAC - Key operating and financial metrics

P&L, US$ mn 2022 2024 1025 2025 3Q25 4Q25| 20250y I =gy
Sales volume ('000 HL) 88,491 | 92767 | 84811 19741 23887 22512 13518 | 79658 | 81237 | 82515 | 83460
- APAC Ead 11,573 11,539 | 11,960 | 2860 2846 3393 2712| 11,811 11,796 | 12,032 12,273
- APAC Weg 76918 | 81,228 | 72851 | 16881 21,041 19119 10806 | 67,847 | 69441 | 70,482 | 71,187
Volume yoy (%, organic) 0.7% 46%| B88%| 61% 62% 86% 07% -6.0% 2.0% 16%| 1.1%
- APAC Eas 89%| -03%] 36%| 119% -104% -06% -3.7%| -13%] -0.1% 20%| 20%
- APAC West -04%| 53%| -106%| -86% -56% -99%  0.1%| -6.7%| 24% 15%| 1.0%
ASP yoy (%, organic) 1.7% 6.2% 20% -15% 24% 0.1% -35% -0.2% 0.1% 1.4% 1.8%
- APAC Eas 6.1% 15%| 87%| -02% 22%  45% 3.2%| 25%| 30%| 25%| 25%
- APAC Wes -01%| 7.7%] -09%| -34% 3.0% -24% -57%| -15%] -05% 1.0%] 1.5%
Revenue ($ mn) 6478 | 6856| 6246 1461 1675 1555 1073 5764 6,018 | 6,197 6,381
- APAC Eas 1,251 1,243 | 1,352 295 319 392 34 1310] 1,351 1413 | 1477
- APAC Wegt 5227 | 5613| 489%4 | 1166 135 1,163 T69 | 4454 4667 | 4784 4904
Revenue yoy (%, organic) 24%| 1M11%] -70%| -75% -39% 84% 42%| -6.1% 21% 30%| 3.0%
- APAC Eas 15.5% 12%| 127%| 11.7% -84% 39% -06% 13%| 29%| 45%| 45%
- APAC Wes -06%| 134%| -114%| -11.7% -27% -120% -56%| -82%] 18%| 25%| 25%
Gross margin (%) 50.0%( 504%] 504%| 510% 518% 514% 443%| 501%| 503%| 505%| 50.8%
- APAC Eas 58.0%| 564%| 60.0%| 556% 626% 626% 602%| 605%| 62.0%| 626%| 63.1%
- APAC Wesg 481%| 490%| 477%| 499% 493% 76% 38.0%| 47.0%| 469%| 47.0%| 47.1%
SG&A/sales (%) S327%| -32.0%| -33.6%| -30.0% -320% -35.1%  -43.4%| -345%| -352%| -34.9%| -345%
- APAC Eas -37.0%| -37.0%| -36.1%| -35.5% -41.3% -36.0% -36.0%| -37.2%| -36.8% -36.6%| -36.4%
- APAC Wes -31.7%| -30.8%| -329%| -286% -29.8% -348% -463%| -33.7%| -34.8%| -34.3%| -33.9%
EBITDA ($ mn) 1932 | 2023 1,807 485 498 438 167 | 1588| 1606 | 1685| 1,769
- APAC Eas 346 323 403 96 80 122 82 379 407 434 462
- APAC Wes 1587 ( 1,700 1,405 389 418 316 86| 1209] 1199| 1252] 1,306
EBITDA yoy (%, organic) -52%|) 108%] -63%| -112% -45% 69% -247%| -98%| -02% 47% 48%
- APAC Eas 239%| -101%| 33.2%| 244% -265% B7% -59%| -1.2%| 71%| 66%] 6.6%
- APAC Wes -106%| 15.7%] -140%| -176%  14% -119% -40.0%| -124%] -26%| 4.0%] 4.2%
208%| 295%| 289%| 332% 297% 2B.2% 156%| 27.6%| 26.7%| 272%| 27.7%
292%| 26.0% 0 325% 251% 31.1% 299%| 297%| 30.1%| 307%| 31.3%
30.0%| 30.3% 334% 30.8% 27.2% 00%| 269%] 257%| 26.2%|] 26.6%
EBIT yoy (%) -116%| 86%| -153%| -189% -54% -9.2% -696%| -150%| 06%| 7.1%| 7.0%
Net profit 913 852 726 234 175 185 (105) 489 638 693 747
NP yoy (%) -3.9%| -6.7%| -14.8%| -185% -31.1% -8.0% -556.3%| -326%| 305%| 86%| 7.7%
Net margin 14.1% 124%] 11.6% 16.0% 10.4% 11.9% -9.8% 8.5%] 10.6% 11.2% 11.7%
OpCF 1577 1811 1134 951 | 1,356 | 1426 1456
Capex (494) (498)| (379) (307)]  (396) (406)] (415)
Dividend declared 501 0 750 750 750 750 750
Dividend payout (%) 55% 82%| 103% 153%| 117%| 108%| 100%
Dividend yield (on current price) 5.5% 5.5% 5.5% 5.5%

Source: Company data, J.P. Morgan estimates.
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Figure 104: Bud APAC - JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE Dec 31 (US$ mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Revenue 6,018 6,197 6,381 5,939 6,156 6,368 1.3% 0.7% 0.2%
YoY 44% 3.0% 3.0% 3.0% 3.7% 34% 1.4pp -0.7pp -0.5pp
Gross profit 3,025 3,132 3,244 2,987 3125 3,253 1.3% 0.2% -0.3%
Gross margin 50.3% 50.5% 50.8% 50.3% 50.8% 51.1% 0.0pp -0.2pp -0.2pp
EBIT 992 1,063 1,137 991 1,070 1,144 0.1% -0.6% -0.6%
YoY 0.6% 7.1% 7.0% 0.5% 7.9% 6.9% 0.1pp -0.8pp 0.0pp
EBIT margin 16.5% 17.1% 17.8% 16.7% 17.4% 18.0% -0.2pp -0.2pp -0.1pp
Net profit 638 693 747 650 71 758 -1.7% -2.5% -1.5%
Yoy 30.5% 8.6% 7.7% 32.8% 9.5% 6.6% -2.3pp -0.9pp 1.1pp
Net margin 10.6% 11.2% 11.7% 10.9% 11.6% 11.9% -0.3pp -0.4pp -0.2pp
Basic EPS (US cents) 4.83 5.25 5.65 4.80 5.30 5.60 0.7% -1.0% 0.9%
YoY 30.5% 8.6% 7.7% 29.6% 10.4% 5.7% 0.9pp -1.8pp 2.1pp

Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.

Figure 105: Consensus EBIT revisions — Bud APAC
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Figure 106: Share price vs consensus forward EPS — Bud APAC
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Source: Bloomberg Finance L.P. estimates.

Figure 107: BUD APAC 12-month rolling P/E
(x)

Source: Bloomberg Finance L.P.

Figure 108: BUD APAC 12-month rolling P/E band chart
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88

Source: J.P. Morgan, Bloomberg Finance L.P.



Jessie Xu *¢
(852) 2800-8590
jessie.j.xu@jpmorgan.com

Asia Pacific Equity Research J,P, MOI‘gaIl

29 May 2026

Investment Thesis, Valuation and Risks

Budweiser Asia Pacific (Neutral: Price Target: HK$8.20)

Investment Thesis

We are Neutral on Bud APAC. The industry is seeing a structural shift: off-trade channels
(home, outdoor, BBQ, camping) now account for 60% ofsales, while traditional restaurants,
nightlife, and KTV remain soft. Bud APAC, historically focused on nightlife and high-end
dining, has pivoted since 2025 to the Rmb6-8 price band with core SKUs (Classic
Budweiser, Hoegaarden, Corona) and is accelerating Harbin’s recovery. Three key drivers
frame our view: (1) the ongoing transition to off-trade channels, which is critical for long-
term relevance but has pressured ASP and sales; (2) early signs of stabilization, and (3)
disciplined cost management to offset raw material inflation.

Valuation

Our Jun-27 PT of HK$8.20 is based on 20x 2027E P/E (implying 6.0x 2027E EV/EBITDA),
in line with our target P/E for Tsingtao Brewery. Given its premium positioning and strong
brand equity, Bud APAC should be able to sustain a valuation premium relative to its H-
share peers (CR Beer and Tsingtao Brewery-H). Its valuation is also supported by a 6-7%
dividend yield.

Risks to Rating and Price Target
Downside risks include: (1) intensifying competition in China and Korea; (2) regulatory
risk; and (3) adverse FX movements.

Upside risks include: (1) continued market share gains in the overall/premium segments in
China or Korea; (2) restaurant industry recovery; and (3) possible stimulus policy in China.
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Budweiser Asia Pacific: Summary of Financials

J.PMorgan

income Statement ______________ FY24A FY25A FYZE FYZE FYZE CashFlowStatement ____ FY24A FY25A FY2GE FYZIE FYZE
Revenue 6,246 5764 6,018 6,197 6,381 Cash flow from operating activities 1,134 951 1,356 1,426 1,456
c0GS (2498) (2319) (2422) (2485) (2547)  olw Depreciation & amortization 647 606 614 623 632
Gross profit 3,147 2,887 3,025 3,132 3244 o/w Changes in working capital (333) (242 82 59 28
SG&A (2,056) (1,942) (2,077) (2,118) (2,160)
Adj. EBITDA 1,807 1,588 1,606 1,685 1,769 Cash flow from investing activities (409)  (324)  (335)  (343)  (350)
D8A (647) (602) (614) (623) (632)  olw Capital expenditure (379)  (307)  (396)  (406)  (415)
Adj. EBIT 1,160 986 992 1,063 1,137 as % of sales 6.1% 5.3% 6.6% 6.5% 6.5%
Net Interest 3 10 10 17 22
Adj. PBT 1160 951 1,019 1102 1,183 Cash flow from financing activities {903) (738)  (808)  (808)  (808)
Tax (410)  (431)  (349) (377) (405}  o/w Dividends paid (730)  (773)  (750)  (750) (750
Minority Interest (24) (31) (31) (31) (31) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 726 489 638 693 747 of/w Net debt issued/(repaid) (145) 40 0 0 0
Reported EPS 0.06 0.04 0.05 0.05 0.06 Net change in cash (274) (39) 213 276 298
Adj. EPS 0.06 0.04 0.05 0.05 0.06
Adj. Free cash flow to firm 755 644 960 1,021 1,041
DPS 0.06 0.06 0.06 0.06 0.06 y/y Growth (42.5%) (14.7%) 49.0% 6.3% 2.0%
Payout ratio 103.3% 1534% 117.5% 108.2% 100.4%
Shares outstanding 13187 13,212 13212 13,212 13,212
BalanceSheet  FY2A FY25A FY26E FY2/E FYZE RatioAnalysis _ _ _ FY24A FY25A FY26E FY27E FY28E
Cash and cash equivalents 2,867 2,828 3,041 3,316 3,614 Gross margin 504% 50.1% 50.3% 50.5% 50.8%
Accounts receivable 496 505 596 613 632 EBITDA margin 289% 276% 267% 2712% 27.7%
Inventories 376 343 407 417 427  EBIT margin 18.6% 17.1% 16.5% 171% 17.8%
Other current assets 965 987 1142 1,169 1,197 Net profit margin 116%  85% 106% 11.2% 11.7%
Current assets 3832 3815 4182 4486 4811
PP&E 2585 2379 2165 1,951 1,737 ROE 6.9% 4.8% 6.3% 6.8% 74%
LT investments - - " - - ROCA 4.7% 3.3% 4.3% 4.6% 5.0%
Other non current assets 960 972 983 995 1,007 ROCE 70% 52% 62% 67% T2%
Total assets 14,778 14773 14,908 14,980 15077 SG&A/Sales 329% 337% 345% 342% 338%
Net debt/Equity NM NM NM NM NM
Short term borrowings 136 217 217 217 217 NetdebyEBITDA NM  NM  NM  NM N
Payables 2228 211 2,349 2437 2494
Other short term liabiliies 1569 1509 1509 1,509 1,509 Sales/Assets (x) 04 04 04 04 04
Current liabilities 3033 3837 4075 4,163 4220 Assets/Equiy (x) 15 14 15 15 15
Long-term debt 68 60 60 60 go Interest cover (x) NM NM NM NM NM
Other long term liabilities 540 541 518 529 541 Operating leverage 171.6% 194.4% 13.3% 240.4% 234.3%
Total liabilities 4538 4445 4860 4750 4827 laxrale 353% 453% 343% 34.3% 342%
Shareholders' equity 10,184 10262 10,150 10,004 10,090 Revenueyly Growth (8.9%) (7.7%)  44%  3.0%  30%
M‘murity interests 56 66 97 128 159 EBITDA yt'y Growth (10.7%) (12.1%} 1.1% 5.0% 4.9%
Total liabilities & equity 14778 14773 14908 14980 15077 EPSyly Growth (4.7%) (28%) 305% B6% T7.7%
BVPS 077 078 077 016 076 EF':?E'-"(-?)'PD-- S ; Y?g-':— JE Yzzj‘;‘— L. Yf:? X Yf;i_ i ; Yf:g
0, 0, 0, 0, 0, . 8 . i 2
vy Growth (54% 06% (11%) (06%) (0% | (X) 0 I S
EV/EBITDA (x) 5.6 6.5 6.3 5.8 54
Net debt/(cash) (2,663) (2,551) (2,764) (3,039) (3,337) Dividend Yield 6.3% 6.3% 6.4% 6.3% 6.2%

Source: Company reports and J.P. Morgan estimates.
Note: § in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Key Changes (FYE Dec)

Prev Cur A
Adj. EPS - 26E (Rmb) 3.76 353 -6.1%
Adj. EPS - 27E (Rmb) 4.08 376 -7.7%

Style Exposure

Quant Current Hist %Rank (1=Top)
Factors %Rank  6M 1Y 3y 5Y

Value 47 48 56 55 50
Growth 72 34 55 59 76
Momentum I 75 35 26 32
Quality 25 8 19 32 45
Low Vol 9 23 3 49 35
ESGQ 19 18 13 15 7

Asia Pacific Equity Research J,P, MOI‘gaIl

29 May 2026

Tsingtao Brewery - A

Margin expansion but upside limited; assume coverage at
Neutral

We assume coverage of Tsingtao Brewery - A with a Neutral rating and a Jun-27 price target
of Rmb70. FY25 results were resilient, with sales and earnings up 1% and 6% yoy, respec-
tively, and 4Q25 broadly in line with consensus. Three key drivers frame our view: (1)
steady beer volume growth and continued premiumization, with sub-premium+ volume up
2.1% yoy in4Q?25; (2) robust margin expansion, as FY25 EBITDA margin improved 1.8ppt
to 22.7%, marking a decade of consecutive improvement; and (3) a rising dividend payout,
with FY25 DPS of Rmb2.35/share (70% payout, 4% yield). The stock trades at 17x 2026E
P/E, a discount to Bud APAC. We forecast a 3%/6% sales/EPS CAGR over 2025-27. The
next leg of re-rating will likely depend on evidence of sustained premiumization, margin
resilience, and sector recovery.

e China’s beer industry is undergoing a structural transition, with premiumization
and channel shifts reshaping the competitive landscape. The sector faced cyclical head-
winds in 2025, as weak consumer sentiment and increased promotions led to industry-
wide ASP declines in 4Q25. Tsingtao’s 4Q25 ASP fell 4% yoy, mirroring the broader
market trend. Despite these pressures, beer volumes remained stable, and the premium
and sub-premium segments continued to gain share:- Tsingtao’s sub-premium+ volume
rose 2.1% yoy in4Q25. The off-trade channel (home, outdoor, and convenience) is now
the primary growth engine, as traditional on-trade channels (restaurants, nightlife)
remain subdued.

e 2% sales and 5% EPS CAGR over 2025-28E. Tsingtao delivered a 1% sales increase
and 6% yoy earnings growth in FY235, with 1Q26 revenue down 1.6% and net profit up
5.2% yoy. With a higher on-trade skew (60% on-trade / 40% off-trade), Tsingtao is navi-
gating the channel shift by centering its strategy on Draft Beer as the hero SKU, targeting
the Rmb 6-8 and Rmb 8+ craft segments, and expanding 1-liter formats tailored to fami-
ly and home-banquet occasions. 2QTD sales grew 2.4% with volume up 3-4% (per our
checks with distributors), indicating that its product structure optimization and format
innovation are gaining traction. Dividend payouts are set at 70%, supporting a 4-5%
yield.

e We assume coverage with a Neutral rating and a Jun-27 price target of Rmb70,
based on 20x 2027E P/E. Key upside risks: (1) SG&A/sales reduction from efficiency
gains; (2) better-than-expected margin improvement driven by a mix upgrade; (3) mar-
ket share gains outside stronghold regions. Key downside risks: (1) intensifying compe-
tition; (2) sustained raw material cost inflation; (3) further ASP pressure from promo-
tions. We would turn more constructive on evidence of sustained premiumization,
margin resilience, and sector recovery.

Sources for: Style Exposure - J.P. Morgan Global Markets Strategy; all other tables are company data and J.P. Morgan estimates.
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Summary Investment Thesis and Valuation
Investment Thesis

We are Neutral on Tsingtao Brewery - A. Three key drivers
frame our view: 1) steady beer volume growth and continued
premiumization, with sub-premium+ volume up 2.1% yoy in
4Q25; 2) robust margin expansion, as FY25 EBITDA margin
improved 1.8ppt to 22.7%, marking a decade of consecutive
improvement; and 3) a rising dividend payout, with FY25 DPS
of Rmb2.35/share (70% payout, 4% yield). We forecast a
3%/6% sales/EPS CAGRs over 2025-27E. The next leg of re-
rating will depend on evidence of sustained premiumization,
margin resilience, and sector recovery.

Valuation

Our Jun-27 PT of Rmb70 for Tsingtao-A is based on 20x 2027E
target P/E, in line with our target P/E for Bud APAC. This
implies a 3x PEG for Tsingtao-A vs global beer peers’ average
14x 2027E P/E or 2x PEG, considering Tsingtao-A’s better
upside in per capita spending and premiumization in China, as
well as the A-share premium. Our target price implies 11x 2027E
EV/EBITDA.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 68%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP -0.18 -0.32
Region: China -0.32 0.08
Macro:
JP Morgan EMBI Global Spread 0.13 0.25
Generic 1st 'CO" Future 0.27 0.16
JPM Forecast Revision EM -0.40 -0.16
Quant Styles:
Size -0.34 -0.29
Growth -0.10 -0.13
Momentum 0.00 -0.12

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

40
Jul 25 Oct 25 Jan 26 Apr 26
— 600600.SS Price (Rmb) - SSEA (rebased)
YTD m 3m 12m
Abs 2.1% -5.2% -4.1% -21.2%
Rel -5.4% -5.6% -2.6% -44.0%
Company Data
Shares O/S (mn) 1,364
52-week range (Rmb) 77.92-59.02
Market cap ($ mn) 12,054
Exchange rate 6.78
Free float (%) 40.5%
3M ADV (mn) 5.54
3M ADV ($ mn) 50.9
Volatility (30 Day) 20
Index SHASHR
BBG ANR (Buy | Hold | Sell) 29|6J0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 30,116 30,409 31,223 32,024
Adj. EBITDA 6,845 7,197 7,529 7,19
Adj. EBIT 5,543 5,843 6,177 6,441
Adj. net income 4,612 4,810 5134 5,363
Adj. EPS 3.38 3.5 3.76 3.93
BBG EPS 342 3.55 3.76 39
Cashflow from operations 4,593 6,153 6,160 6,453
FCFF 2,191 4,693 4,682 4,961
Margins and Growth
Revenue Growth Y/Y (%) 1.0% 1.0% 2.7% 26%
Same Store Sales Growth (%) 5 - - =
Gross margin 37.3% 37.9% 38.0% 38.1%
EBITDA margin 22.7% 23.7% 24.1% 24.3%
EBITDA Growth Y/Y (%) 9.8% 52% 4.6% 3.5%
EBIT margin 18.4% 19.2% 19.8% 20.1%
Net margin 15.3% 15.8% 16.4% 16.7%
Adj. EPS growth 5.6% 4.3% 6.7% 4.4%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 15.4% 15.3% 15.6% 15.6%
Valuation
FCFF yield 2.7% 57% 5.7% 6.1%
Dividend yield 3.9% 4.1% 4.4% 4.6%
EV/Revenue 24 24 23 22
EV/EBITDA 10.7 10.1 96 9.2
Adj. PIE 17.7 17.0 15.9 15.2
exact.

92



Jessie Xu *¢ Asia Pacific Equity Research J.P. Morgan

(852) 2800-8590 29 May 2026
jessie.j.xu@jpmorgan.com

Figure 109: Tsingtao — Key operating and financial metrics

P&L (Rmb mn, FYE Dec 31) 2024 1025
Sales volume (mn L) 8or2| 8007| 7538 2261 24711 2162 754| 7648 7628| 7682| 7,746
- Core brand (Tsingtao) 4440 | 4560 4340| 1375 1338 1,277 504| 4404| 4607| 4752| 4903
- Secondary brand (Lacshan) 3632 | 3447 | 3,198 886 1,133 885 250 | 3154 3021 2930 2842
Sales volume yoy (%) 18%| -08%| -59%| 35%  10%  03%  01%| 15%| -03%| 07%| 08%
- Core brand 26%|  27%| -48%| 40%  39%  42%  -02%| 35%| 25% 31%| 32%
- Secondary brand 09%| -51%| -72%| 28% -22%  -48%  08%| -14%| -42%| -30%| -3.0%
ASP (Rmb/KL) 3927 | 4172 4189| 4559 4009 4031 3846 4162 | 4234 4319 4406
- Core brand 4824 | 5102| 5088 4980 | 5105| 5232 5363
- Secondary brand 2831 | 2943 2969 2006| 2996| 299%6| 29%
Price/mix growth (%) 49%| 62%| 04%| -07%  01%  -05%  -41%| -07%| 17%| 20%| 20%
- Core brand 55%|  58%| -03% 21%|  25%|  25%| 25%
- Secondary brand 32%|  40%| 09% 09%| 00%| 00%| 00%
Gross sales 32172 | 33937 32138 10446 10046 8876 3107 | 32473 32781 33661| 34,607
- Beer 31607 | 33406 | 31579 10307 9907 8716  2900| 31830 32301| 33181 34127
* Core brand 21417 | 23263 | 22,083 22382 | 23519 24863 | 26,208
* Secondary brand 10280 | 10143 | 9495 9448 | 9050 8778| 8515
- Other business 474 531 559 139 139 160 207 644 480 480 480
Gross sales yoy (%) 66%| 55%| -53%| 29%  13% -02%  -23%| 10%| 09%| 27%| 28%
- Beer 6.8%|  54%| -55%| 28%  11%  -02%  -39%| 08%| 15%| 27%| 29%
* Core brand 82%|  86%| -51% 14%| 51%| 57%| 58%
* Secondary brand 41%| -13%| -64% 05%| -42%| -30%| -3.0%
Taxes and surchages 2301) (387)| (2328 631) (768)  (658)  (301)| (2358) (2372)| (2438)| (2583)
Net sales 29781 | 31550 | 20810| 9814 9278 8217 2806 | 30116| 30409 | 31223 | 32024
Net sales yoy (%) 69%|  59%| -55%| 29%  10%  -02%  -16%|  10%| 1.0%| 27%| 26%
Gross margin (%) 318%| 34.0%| 356%| 379%  414%  300%  16.7%| 37.3%| 37.9%| 380% 381%
* Core brand 395%| 405%| 421% 429%| 457%| 457%| 457%
* Secondary brand 150%| 18.1%| 195% 232%| 158%| 136%| 10.2%
GP margin chg (bps) 30 220 150 120 310 150 (120) 170 80 20 4
SG&A / net sales (%) 193%| -201%| -205%| -169%  -13.5%  -186%  -58.1%| -202%| -19.9%| -19.5% -19.2%
- Sefing exp / net sales 14.1%)| -149%| -154%| -133%  -95% -148%  -386%| -149%)| -150%| -14.8%| -146%
- GBA exp / net sales 52%| 51%| -51%| 36%  -40%  -38% -195%| -53%| -49%| -47%| -46%
Adjusted EBIT 4270 | 4975| 4994 2144 2692 1770 (1,063) 5543 5843 6477 6441
- EBIT yoy (%) 223%| 165%| 04%| 113%  77%  80%  07%| 11.0%| 54%| 57%| 43%
- EBIT margin (%) 143%| 15.8%| 168%| 218%  290%  215% -37.9%| 18.4%| 19.2%| 19.8%| 20.1%
- EBIT margin chg (bps) 180 140 100 170 180 160 -30 170 80 80 30
Adjusted EBITDA 5396 | 6157 | 6235| 2468 3015 2097 @35) 6845 7197|7520 7791
- EBITDA yoy (%) 16.4%| 141%| 13%| 103%  73%  77%  35%| 98%| 52%| 46%| 35%
- EBITDA margin (%) 181%| 19.5%| 209%| 251%  325%  255% -262%| 227%| 237%| 24.1%| 243%
- EBITDA margin chg (bps) 150 140 140 170 190 190 50 180 20 40 20
Non-recurring items 320 396 307 15 66 29 117 227 299 19 a19
Net finance income 421 457 568 107 101 106 a8 402 294 324 a4
Income from associate/JV 20 16 48 10 17 8 (9) 2% 57 60 60
PBT 5006| 5746| 5881| 2307 295 1910 @#83)| 6201 6486| 6880 ( 7161
Efieciive tax rate (%) -240%)| -243%| -236%| -247% -244% -252%  -224%| -250%| -24.4%| -239%| -236%
Minority inerest (94) (80) (147) (28) (42) (58) (1 (129) (94) (105) (108)
Net profit 3711 4268 4345 1710 2194 1370 ©686)) 4588 4810 5134 5363
- NP yoy (%) 176%| 150%| 18%| 71%  73%  16%  -64%| 56%|  48%| 67%| 44%
- NP margin (%) 125%| 135%| 146%| 174%  236%  167%  -245%| 152%| 158%| 164%| 167%

Source: Company data, J.P. Morgan estimates.
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Figure 110: Tsingtao — JPM estimates vs Bloomberg consensus

JPMe Bloomberg consensus JPMe vs consensus
FYE 31-Dec (Rmb mn) 2026E 2027E 2028E 2026E 2027E 2028E 2026E 2027E 2028E
Gross sales 32,781 33,661 34,607 33,148 34,011 34,983 -1.1% -1.0% -1.1%
Yo 0.9% 2.7% 2.8% 2.1% 2.6% 29% -1.1pp 0.1pp -0.1pp
Gross profit 13,884 14,315 14,776 14,009 14,392 14,788 0.9% -0.5% 0.1%
Gross margin (as of gross sales) 42 4% 42.5% 42.7% 42 3% 42.3% 42.3% 0.1pp 0.2pp 0.4pp
Adj. EBIT 5843 6,177 6,441 6,279 6,698 7,001 -T.0% -T.8% -8.0%
YoY 5.4% 5.7% 4.3% 13.3% 6.7% 4.5% -7.9pp -0.9pp -0.3pp
Adj. EBIT margin 17.8% 18.4% 18.6% 18.9% 19.7% 20.0% -1.1pp -1.3pp -1.4pp
Net profit 4,810 5134 5,363 4,825 5,093 5325 0.3% 0.8% 0.7%
YoY 4.8% 6.7% 4.4% 2% 5.6% 4.5% -0.3pp 1.2pp -0.1pp
Net margin 14.7% 15.3% 15.5% 14.6% 15.0% 15.2% 0.1pp 0.3pp 0.3pp
EPS (Rmb) 3.53 3.76 3.93 3.55 3.76 39 0.7% 0.2% 0.6%
YoY 48% 6.7% 4.4% 5.6% 5.8% 40% -0.7pp 0.9pp 0.4pp

Source: Bloomberg Finance L.P. estimates, J.P. Morgan estimates.

Figure 111: Consensus EBIT revisions - Tsingtao-A

Figure 112: Share price vs consensus forward EPS - Tsingtao-A
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Source: Bloomberg Finance L.P. estimates. Source: Bloomberg Finance L.P.
Figure 113: Tsingtao-A 12-month rolling P/E Figure 114: Tsingtao-A 12-month rolling P/E band chart
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Source: J.P. Morgan, Bloomberg Finance L.P.

94

Source: J.P. Morgan, Bloomberg Finance L.P.



Jessie Xu *¢ Asia Pacific Equity Research J.P. Morgan

(852) 2800-8590 29 May 2026
jessie.j.xu@jpmorgan.com

Investment Thesis, Valuation and Risks

Tsingtao Brewery - A (Neutral; Price Target: Rmb70.00)

Investment Thesis

We are Neutral on Tsingtao Brewery - A. Three key drivers frame our view: 1) steady beer
volume growth and continued premiumization, with sub-premium+ volume up 2.1% yoy
in 4Q25; 2) robust margin expansion, as FY25 EBITDA margin improved 1.8ppt to 22.7%,
marking a decade of consecutive improvement; and 3) a rising dividend payout, with FY25
DPS of Rmb2.35/share (70% payout, 4% vield). We forecast a 3%/6% sales/EPS CAGRs
over 2025-27E. The next leg of re-rating will depend on evidence of sustained
premiumization, margin resilience, and sector recovery.

Valuation

Our Jun-27 PT of Rmb70 for Tsingtao-A is based on 20x 2027E target P/E, in line with our
target P/E for Bud APAC. This implies a 3x PEG for Tsingtao-A vs global beer peers’
average 14x 2027E P/E or 2x PEG, considering Tsingtao-A’s better upside in per capita
spending and premiumization in China, as well as the A-share premium. Our target price
implies 11x 2027E EV/EBITDA.

Risks to Rating and Price Target

Key upside risks to our rating and price target include: 1) SG&A/sales reduction due to
efficiency improvements; 2) better-than-expected margin improvement driven by a mix
upgrade; and 3) market share gains outside the stronghold regions.

Key downside risks include: 1) intensifying competition in the beer industry; and
2) sustained raw material cost inflation; 3) further ASP pressure from promotions.
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Income Statement _________________FY24A FY25A FY26E FY2TE FY28E CashFlow Statement ____________ _FY24A FY25A FY26E FY2IE FY28E
Revenue 29810 30,116 30,409 31,223 32,024 Cash flow from operating activities 5155 4,593 6,153 6,160 6453
coGs (17.969) (17,583) (17,542) (17,994) (18.482)  ofw Depreciation & amortization 1241 1302 1,355 1352 1349
Gross profit 10,600 11,231 11,512 11,876 12,193 o/w Changes in working capital 475 (349) 411 143 224
SG3A (6,112) (6,069) (6,051) (6,088) (6,149)
Adj. EBITDA 6,235 6,845 7,197 7,529 7,791 Cash flow from investing activities (7,422) (3,247) (2,262) (2,235) (2,235)
D&A (1241) (1,302) (1,355) (1,352) (1,349)  ofw Capital expenditure (2141) (2,253) (1435) (1,435) (1,435)
Adj. EBIT 4994 5543 5843 6177 6441  as %ofsales 7.2% 5%  47%  4.6%  4.5%
Net Interest 568 402 294 324 34
Adj. PBT 5610 5970 6194 6561 6842 Cash flow from financing activities (2,983) (3,104) (3,135) (3,332) (3,474)
Tax (1,390) (1574) (1,581) (1,641) (1,691)  o/w Dividends paid (3,386) (3459) (3,361) (3,587) (3,747)
Minority Interest (147)  (129) (94)  (105)  (108) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 4369 4612 4810 5134 5363  ofw Netdebtissued/(repaid) 0 0 0 0 0
Reported EPS 3.19 3.36 353 3.76 3.93 Netchange in cash (5,246) (1,759) 756 593 744
Adj. EPS 320 338 353 376 393
Adj. Free cash flow to firm 2,786 2191 4,693 4,682 4,961
DPS 220 235 246 263 275  yyGrowth 80.6% (21.4%) 114.2% (0.2%)  6.0%
Payout ratio 69.1% 69.9% 69.9% 69.9% 69.9%
Shares outstanding 1,364 1364 1364 1364 1364
Balance Sheet ~~ FY24A FY25A FY26E FY27E FY28E RatioAnmalysis ______ __ _ FY24A FY25A FY26E FY27E FY28E
Cash and cash equivalents 17979 12,860 13616 14,208 14,952 Gross margin 35.6% 37.3% 37.9% 38.0% 38.1%
Accounts receivable 102 127 115 118 121 EBITDA margin 209% 227% 237% 241% 24.3%
Inventories 3576 3237 3496 3579 3,669 EBIT margin 16.8% 18.4% 19.2% 19.8% 201%
QOther current assets 5188 5116 5363 5449 5542 Net profit margin 14.7% 15.3% 15.8% 164% 16.7%
Current assets 25,189 24,204 26,457 28,386 30,472
PP&E 12449 13491 13522 13550 13576 ROE 155% 154% 153% 156% 156%
LT investments - - - - ROA 87% 89% 9.0% 93%  94%
Other non current assets 9792 10,534 10,534 10,534 10534 ROCE 133% 13.7% 13.9% 141% 141%
Total assets 51,420 52132 54,333 56214 58,255 SG&A/Sales 205% 20.2% 19.9% 19.5% 19.2%
Net debt/Equity NM NM NM NM NM
Short term borrowings 42 37 37 37 37 NetdebUEBITDA NM- NM o NM o NM NM
Payables 3054 3050 3023 3005 3,173
Other short term liabilities 14427 13514 14,199 14,356 14,595 Sales/Assets (x) 06 06 06 06 08
Current liabilities 17522 16,601 17,259 17,488 17,805 Assels/Equily (x) 18 17 17 A7 AT
Long-term debt 0 0 0 0 o Interest cover (x) NM NM NM NM NM
Other long term liabilities 3201 3314 3314 3314 3314 Operating leverage (7.0%) 1069.4% 556.1% 214.0% 166.5%
Total liabilities 21561 20619 21,278 21,507 21,824 laxrate 24.8% 264% 255% 250%  24.7%
Shareholders' equity 20080 30,649 32,098 33645 35260 Revenueyly Growth (5.5%)  1.0%  10%  27%  2.6%
Total liabilities & equity 51,420 52,132 54333 56214 58255 EPoyly Growth 04% 56% 43% 6.7% 44%
BVPS 2130 2247 2353 2466 2585 ‘F':;"E'"(i‘)"’“—FYfgﬁ—FYfg’_}FYffg_vaggwf:';
yly Growth 59%  88%  4T%  48%  48% oo o 28 07 25 o >a
EV/EBITDA (x) 109 107 101 95 9.2
Net debt/(cash) (17,937) (12,823) (13,579) (14,172) (14,915) S ik e e A < R« Y-

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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40
Jul 25 Oct 25 Jan 26 Apr 26
— 0168.HK Price (HK$) MSCI-Cnx (rebased)
YTD 3m 12m
Abs 1.2% -6.5% -1.0% -12.3%
Rel 9.0% -4.0% -0.0% -16.3%
Company Data
Shares O/S (mn) 1,364
52-week range (HK$) 56.80-46.94
Market cap ($ mn) 8,584
Exchange rate 7.83
Free float (%) 99.9%
3M ADV (mn) 3.26
3M ADV ($ mn) 211
Volatility (30 Day) 27
Index MXCNX
BBG ANR (Buy | Hold | Sell) 2313J0
Key Metrics (FYE Dec)
Rmb in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 30,116 30,409 31,223 32,024
Adj. EBITDA 6,845 7197 7,529 7,19
Adj. EBIT 5,543 5,843 6,177 6,441
Adj. net income 4,612 4,810 5134 5,363
Adj. EPS 3.38 3.5 3.76 3.93
BBG EPS 34 3.55 3.51 3.62
Cashflow from operations 4,593 6,153 6,160 6,453
FCFF 2,191 4,693 4,682 4,961
Margins and Growth
Revenue Growth Y/Y (%) 1.0% 1.0% 2.7% 26%
Same Store Sales Growth (%) 5 - - =
Gross margin 37.3% 37.9% 38.0% 38.1%
EBITDA margin 22.7% 23.7% 24.1% 24.3%
EBITDA Growth Y/Y (%) 9.8% 52% 4.6% 3.5%
EBIT margin 18.4% 19.2% 19.8% 20.1%
Net margin 15.3% 15.8% 16.4% 16.7%
Adj. EPS growth 5.6% 4.3% 6.7% 4.4%
Ratios
Net debt/EBITDA NM NM NM NM
ROIC - - - -
ROE 15.4% 15.3% 15.6% 15.6%
Valuation
FCFF yield 3.8% 8.1% 8.0% 8.5%
Dividend yield 55% 5.8% 6.2% 6.4%
EV/Revenue 24 24 23 22
EV/EBITDA 10.7 10.1 96 9.2
Adj. PIE 12.6 121 1.3 10.9

J.PMorgan

Summary Investment Thesis and Valuation
Investment Thesis

We are OW on Tsingtao Brewery - H. The H-share trades at a
discount to the A-share, offering a more attractive risk/reward
profile. Three key drivers underpin our positive view: (1) steady
beer volume growth and continued premiumization, with sub-
premium+ volume up 2.1% yoy in 4Q25; (2) robust margin
expansion, as FY25 EBITDA margin improved 1.8pptto 22.7%,
marking a decade of consecutive improvement; and (3) a rising
dividend payout, with FY25 DPS of Rmb2.35/share (70%
payout, 5-6% yield). The next leg of re-rating will depend on
evidence of sustained premiumization, margin resilience, and
sector recovery.

Valuation

The stock trades at 12x 2026E P/E, a discount to Bud APAC. Our
Jun-27 PT of HK$67 for Tsingtao-H is based on a 15% H/A
discount to our 20x 2027E target P/E for Tsingtao-A . This
implies a 2.5x PEG for Tsingtao-H vs. global beer peers trading
at a 2027E P/E of 14x or 2x PEG, and we think the premium is
justified considering better upside in per capita spending and
premiumization in China. Our target price implies 9x 2027E EV/
EBITDA.

Performance Drivers

Market
Region
Macro
Style
Idiosyn. 70%
Factors 6M Corr 1Y Corr
Market: MSCI Asia Pac ex JP -0.07 -0.04
Region: China -0.09 -0.03
Macro:
JP Morgan EMBI Global Spread 0.23 0.21
JPM China A-shares Sentiment 0.25 0.21
Markit EM Composite PMI SA 0.09 0.18
Quant Styles:
Size -0.37 -0.32
Growth -0.39 -0.32
Momentum -0.28 -0.28

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.

98



Jessie Xu *¢
(852) 2800-8590
jessie.j.xu@jpmorgan.com

Asia Pacific Equity Research J,P, MOI‘gaIl

29 May 2026

Investment Thesis, Valuation and Risks

Tsingtao Brewery - H (Overweight; Price Target: HK$67.00)

Investment Thesis

We are OW on Tsingtao Brewery - H. The H-share trades at a discount to the A-share,
offering a more attractive risk/reward profile. Three key drivers underpin our positive view:
(1) steady beer volume growth and continued premiumization, with sub-premium+ volume
up 2.1% yoy in 4Q25; (2) robust margin expansion, as FY25 EBITDA margin improved
1.8ppt to 22.7%, marking a decade of consecutive improvement; and (3) a rising dividend
payout, with FY25 DPS of Rmb2.35/share (70% payout, 5-6% yield). The next leg of re-
rating will depend on evidence of sustained premiumization, margin resilience, and sector
recovery.

Valuation

TThe stock trades at 12x 2026E P/E, a discount to Bud APAC. Our Jun-27 PT of HK$67 for
Tsingtao-H is based on a 15% H/A discount to our 20x 2027E target P/E for Tsingtao-A .
This implies a 2.5x PEG for Tsingtao-H vs. global beer peers trading at a 2027E P/E of 14x
or 2x PEG, and we think the premium is justified considering better upside in per capita
spending and premiumization in China. Our target price implies 9x 2027E EV/EBITDA.

Risks to Rating and Price Target

Key upside risks to our rating and price target include: 1) SG&A/sales reduction due to
efficiency improvements; 2) better-than-expected margin improvement driven by mix
upgrade; and 3) market-share gains outside the stronghold regions.

Key downside risks include: 1) intensifying competition in the beer industry; and
2) sustained raw material cost inflation; 3) further ASP pressure from promotions.
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Tsingtao Brewery - H: Summary of Financials
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Income Statement _________________FY24A FY25A FY26E FY2TE FY28E CashFlow Statement ____________ _FY24A FY25A FY26E FY2IE FY28E
Revenue 29810 30,116 30,409 31,223 32,024 Cash flow from operating activities 5155 4,593 6,153 6,160 6453
coGs (17.969) (17,583) (17,542) (17,994) (18.482)  ofw Depreciation & amortization 1241 1302 1,355 1352 1349
Gross profit 10,600 11,231 11,512 11,876 12,193 o/w Changes in working capital 475 (349) 411 143 224
SG3A (6,112) (6,069) (6,051) (6,088) (6,149)
Adj. EBITDA 6,235 6,845 7,197 7,529 7,791 Cash flow from investing activities (7,422) (3,247) (2,262) (2,235) (2,235)
D&A (1241) (1,302) (1,355) (1,352) (1,349)  ofw Capital expenditure (2141) (2,253) (1435) (1,435) (1,435)
Adj. EBIT 4994 5543 5843 6177 6441  as %ofsales 7.2% 5%  47%  4.6%  4.5%
Net Interest 568 402 294 324 34
Adj. PBT 5610 5970 6194 6561 6842 Cash flow from financing activities (2,983) (3,104) (3,135) (3,332) (3,474)
Tax (1,390) (1574) (1,581) (1,641) (1,691)  o/w Dividends paid (3,386) (3459) (3,361) (3,587) (3,747)
Minority Interest (147)  (129) (94)  (105)  (108) ofw Shares issued/(repurchased) 0 0 0 0 0
Adj. Net Income 4369 4612 4810 5134 5363  ofw Netdebtissued/(repaid) 0 0 0 0 0
Reported EPS 3.19 3.36 353 3.76 3.93 Netchange in cash (5,246) (1,759) 756 593 744
Adj. EPS 320 338 353 376 393
Adj. Free cash flow to firm 2,786 2191 4,693 4,682 4,961
DPS 220 235 246 263 275  yyGrowth 80.6% (21.4%) 114.2% (0.2%)  6.0%
Payout ratio 69.1% 69.9% 69.9% 69.9% 69.9%
Shares outstanding 1,364 1364 1364 1364 1364
Balance Sheet ~~ FY24A FY25A FY26E FY27E FY28E RatioAnmalysis ______ __ _ FY24A FY25A FY26E FY27E FY28E
Cash and cash equivalents 17979 12,860 13616 14,208 14,952 Gross margin 35.6% 37.3% 37.9% 38.0% 38.1%
Accounts receivable 102 127 115 118 121 EBITDA margin 209% 227% 237% 241% 24.3%
Inventories 3576 3237 3496 3579 3,669 EBIT margin 16.8% 18.4% 19.2% 19.8% 201%
Other current assets 5188 5116 5363 5449 5542 Netprofit margin 147% 153% 158% 164% 16.7%
Current assets 25,189 24,204 26,457 28,386 30,472
PP&E 12449 13491 13522 13550 13576 ROE 155% 154% 153% 156% 156%
LT investments - - - - ROA 87% 89% 9.0% 93%  94%
Other non current assets 9792 10,534 10,534 10,534 10534 ROCE 133% 13.7% 13.9% 141% 141%
Total assets 51,420 52132 54,333 56214 58,255 SG&A/Sales 205% 20.2% 19.9% 19.5% 19.2%
Net debt/Equity NM NM NM NM NM
Short term borrowings 42 37 37 37 37 NetdebVEBITDA NM - NM  NM NM o NM
Payables 3054 3050 3023 3005 3,173
Other short term liabilities 14427 13514 14,199 14,356 14,595 Sales/Assets (x) 06 06 06 06 08
Current liabilities 17522 16,601 17,259 17,488 17,805 Assels/Equily (x) 18 17 17 1717
Long-term debt 0 0 0 0 o Interest cover (x) NM NM NM NM NM
Other long term liabilities 3201 3314 3314 3314 3314 Operating leverage (7.0%) 1069.4% 556.1% 214.0% 166.5%
Total liabilities 21561 20619 21,278 21,507 21,824 laxrate 24.8% 264% 255% 250%  24.7%
Shareholders' equity 20080 30,649 32,098 33645 35260 Revenueyly Growth (5.5%)  1.0%  1.0%  27%  2.6%
M‘murity interests 799 863 958 1,062 1,171 EBITDA yt'y Growth 1.3% 9.8% 5.2% 4.6% 3.5%
Total liabilities & equity 51,420 52,132 54333 56214 58255 EPoyly Growth 04% 56% 43% 6.7% 44%
BVPS 2130 2247 2353 2466 2585 ‘F':;"E'"(i‘)"’“—FYfg’;—FYS%FYf:f_varg':"fgg
yly Growth 59%  88%  4T%  48%  48% oo o 20 "o T8 e p
EV/EBITDA (x) 109 107 101 95 9.2
Net debt/(cash) (17,937) (12,823) (13,579) (14,172) (14,915) S ik B Qe < R

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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