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Atour Lifestyle (ATAT US)

Prudent RevPAR outlook offset by other initiatives

The hotel sector continues to be under pressure in 4Q24E as weakness is seen
during the post-National Day holidays period, and this may have explained
management’s prudent guidance of hotel RevPAR in FY24E. However,
supported by accelerated store expansion, better-than-expected hotel supply
chain sales and robust retail business, we are still optimistic about FY25E.
Maintain BUY and raise TP to US$ 32.01, based on 18x FY25E P/E (rolled over
from 23x FY24E P/E), vs current valuation of 15x FY25E P/E.

The FY24E guidance remained unchanged. Despite the pressure in the
hotel RevPAR (where management is now forecasting a MSD to HSD drop
in RevPAR in FY24E), hotel expansion has been faster and retail business
sales remain very robust; hence, management has reiterated its group sales
growth of 48% to 52% in FY24E. And on top of that, we also believe GP
margin of 40%+ and adj. NP margin of 18%+ are both achievable.

Our initial thoughts about FY25E. Because of the prudent view from
management about RevPAR in 4Q24E and the potential ramp-up of Atour
Light store format (which may be a drag to the overall RevPAR, despite
other efforts like renovations and product upgrades to drive the same-store
RevPAR), we have revised down our RevPAR assumptions in FY25E, but
this may be partially offset by a further speed-up in store expansion plan.
Nonetheless, our assumption about the retail sales growth of 35% in FY25E
(slightly faster than hotel segment sales growth) is still very prudent and
hence we are still confident on the Company’s outlook in FY25E.

3Q24 results beat expectations despite the drags from hotel RevPAR
and leased hotel business. In 3Q24, sales surged by 46% YoY, beating
BBG/ CMBI est. by 5%/11% while net profit also jumped by 45%, better than
BBG/ CMBI est. by 12%/ 14%. We believe the positive surprises came from
the rapid store openings, rapid supply chain sales growth and robust retail
business, while margin improvements were mainly from better-than-
expected operating leverage as the GP margin was in fact a small miss.

Maintain BUY and raise TP to US$ 32.01. We fine-tune FY24E/ 25E/ 26E
net profit by -1%/ +1%/ +1%, to factor in: 1) the 3Q24 results beat, 2) rapid
supply chain sales growth, 3) faster-than-expected store expansion, but 4)
weaker-than-expected hotel RevPAR. Our new TP is based on 18x FY25E
P/E (rolled over from 23x FY24E P/E). Given a 33%/ 35% sales/ net profit
CAGR during FY23-26E, current valuation of 15x FY25E P/E, vs 3-year
average of 18x, is not demanding at all, in our view.

Earnings Summary

(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 2,263 4,666 7,074 9,223 11,489

YoY growth (%) 5.4 106.2 51.6 30.4 24.6
EBITDA (RMB mn) 261.2 1,061.0 1,741.7 2,396.6 2,997.1
Net profit (RMB mn) 96.1 739.1 1,249.2 1,750.3 2,216.0
EPS (Reported) (RMB) 0.257 1.777 3.004 4.208 5.449

YoY growth (%) 228.7 34.0 20.1 14.4 11.1
P/E (x) 82.6 20.8 11.8 8.1 5.9
EV/EBITDA (x) 0.0 (0.2) 2.5 35 45
Yield (%) 11.2 47.1 48.3 46.2 44.0
ROE (%) 0.257 1.777 3.004 4.208 5.449

Source: Company data, Bloomberg, CMBIGM estimates
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B Hotel business in 3Q24 was slightly under pressure. Atour's RevPAR dropped
by about 11% (consisted of 8% decline in ADR and 2.1ppt reduction in OCC) in 3Q24,
which worsened from the 7% decline (7% drop in ADR and 1.3ppt improvement in
OCC) in 2Q24. We think the high base last summer and unfavourable weather (e.g.
typhoons in Sep 2024) were the main reasons behind, on top of the weak macro
environment. Noted that the RevPAR recovery rate (vs 2019) in 3Q24 was only at
105%, weaker than CMBI est. of 107% and slowing down from the 107%/ 115% in
2Q24/ 1Q24.

B Hotel segment’s 4Q24E outlook remains subdued. Even though the RevPAR had
a good start during the National Day holidays in 2024, where RevPAR decline
narrowed to just 4% (8% drop in ADR and 5% increase in OCC), we believe the
sustainability was weak and numbers had retreated sharply during the post-holidays
period in Oct 2024. For 4Q24E we are now foreseeing a MSD drop in RevPAR
(where recovery rate will just be at 100%), against a backdrop of the Company
guidance of a MSD to HSD drop in RevPAR in FY24E.

B Store openings continue to accelerate and the FY24E target has been revised
up once again. Atour has net opened 121 hotels in 3Q24, representing a 38% YoY
growth, vs 37% in 2Q24, and management is now revising up its FY24E target to
450 (from 400 and 360 prior to that). The number of hotels under development was
at 732, implying a 27% growth. Moreover, the repeated purchase rate for current
franchisees was fairly high at 50% or more in 3Q24. The new store formats were
also well received. There were around 6 Atour 4.0 hotels in 3Q24 and it will reach
10 by 4Q24E (over 60 were signed in the pipeline) and there were about 76 Atour
Light hotels in 3Q24 and it will reach over 100 by 4Q24E (over 20% of new stores
are in this format).

B Retail business was still rather robust. Retail business sales went up by 104% in
3Q24, slightly slowing down from 154% in 2Q24, but that was still extremely fast.
For 4Q24E, we are still fairly confident, because a 108% growth in GMV was already
achieved during the 2024 Double 11 festival. Management has also maintained its
target of 100% sales growth in FY24E. The Company has increased the supply of
hotel rooms equipped with Atour Planet’s products recently, which, in our view, could
be a decent support for growth in FY25E.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Earnings revision

Figure 1: Earnings revision

Diff (%)

FY25E
Revenue 7,074 9,223 11,489 6,893 8,882 11,076 2.6% 3.8% 3.7%
Gross profit 2,841 3,836 4,793 2,832 3,768 4,723 0.3% 1.8% 1.5%
EBIT 1,642 2,320 2,937 1,656 2,297 2,921 -0.8% 1.0% 0.5%
Net profit att. 1,246 1,746 2,210 1,256 1,728 2,198 -0.8% 1.0% 0.5%
Diluted EPS (RMB) 9.011 12.625 16.347 9.083 12.495 16.258 -0.8% 1.0% 0.5%
Gross margin 40.2% 41.6% 41.7% 41.1% 42.4% 42.6% -0.9ppt -0.8ppt -0.9ppt
EBIT margin 23.2% 25.2% 25.6% 24.0% 25.9% 26.4% -0.8ppt -0.7ppt -0.8ppt
Net profit att. margin 17.6% 18.9% 19.2% 18.2% 19.5% 19.8% -0.6ppt -0.5ppt -0.6ppt

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)

RMB mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 7,074 9,223 11,489 6,987 8,671 10,421 1.2% 6.4% 10.2%
Gross profit 2,841 3,836 4,793 2,844 3,657 4,489 -0.1% 4.9% 6.8%

EBIT 1,642 2,320 2,937 1,551 1,929 2,392 5.9% 20.3% 22.7%
Net profit att. 1,246 1,746 2,210 1,236 1,579 1,944 0.8% 10.5% 13.7%
Diluted EPS (RMB) 9.011 12.625 16.347 6.952 9.013 10.474 29.6% 40.1% 56.1%
Gross margin 40.2% 41.6% 41.7% 40.7% 42.2% 43.1% -0.5ppt -0.6ppt -1.4ppt
EBIT margin 23.2% 25.2% 25.6% 22.2% 22.3% 23.0% 1ppt 2.9ppt 2.6ppt
Net profit att. margin 17.6% 18.9% 19.2% 17.7% 18.2% 18.7% -0.1ppt 0.7ppt 0.6ppt

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Results review

Figure 3: Results review — Quarterly

Quarterly 3Q24  4Q23E
(RMB mn) YoY YoY
Revenue 1,294 1505 1,468 1,797 1,899 1,910 & 90% 64%  47% 27% 1,706 11%
Hotel operating 617  -733  -662 776  -876  -762 731
costs
Other operating 131 263 -216 275 | 235 -431 -258
costs
Gross profit 547 509 590 746 788 717 84% 61%  44% 41% 717 10%
GP margin 423% 33.8% 40.2% 415% 41.5% 37.5% 42.0%
Ot_her income & 0 0 0 0 0 0 0
gains
Seling & marketing ' 15, 507 475 25 218 -156 | 212%  138%  95%  -24% | -162  35%
expenses
Selling &
marketing exp./ 87% -13.7% -11.9% -12.5% -11.5% -8.2% -9.5%
sales
General & admin 79 -105 77 -1 82 196 | -60%  25% 3%  86% | -119  -31%
expenses
ex(ge/”:;fgs& admin ' G196 7.0% -52% -51% -43% -10.3% -7.0%
Technology &
development -20 22 24 33 30 30 44% 85%  48% 34% 26 18%
expenses
Tech &
development exp / -1.6% -1.5% -1.6% -1.8% -1.6% -1.6% -1.5%
sales
Pre-opening & other 6 20 10 6 35 52 26
opex
Operating profit 341 214 325 391 492 387 | 425%  28%  44% 81% 435 13%
(EBIT)
OP margin 26.4% 142% 22.1% 21.8% 259%  20.3% 25.5%
Investment gain 7 15 9 11 19 11 5
(loss)
Net finance income 8 8 13 12 12 5 10 19%
_Net finance 0.6%  05%  09%  06%  06%  0.3% 0.6%
income / sales
Profit after financing | 556 237 347 414 524 381 450
costs
Associated coms 0 0 0 0 0 0 0
Jointly controlled 0 0 0 0 0 0 0
coms
Pre-tax profit 356 237 347 414 524 381 | 300%  30% = 47% 61% 450 16%
Tax -94 17 -89 -110 -143 74 113
Tax / sales 73%  -11%  -6.1%  -6.1%  -7.5%  -3.9% -6.6%
Effective tax rate | -26.5%  -7.3%  -25.7% -26.6% -27.3% -19.5% -25.0%
Minority interests 1 -0 1 0 4! 6 1 -372%
Net profit att. 261 220 257 304 384 301 | 1339%  27% = 47% 37% 336 14%
NP margin 202% 14.6% 17.5% 16.9% 20.2%  15.7% 19.7%
Adj. net profit 272 222 261 328 384 307 63% 32%  41% 38% 347 11%
Adj. NP margin | 21.0% 14.8% 17.8% 18.2% 202%  16.1% 20.3%
Source: Company data, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Figure 4. Results preview — Yearly

Yearly FY23 FY24E FY25E

(USS mn) FY23  FY24E FY25E Yoy Yoy Yoy

Revenue 4,666 7,074 9,223 106% 52% 30%

Hotel operating 2241 3076 -3,816

costs

Other operating 586 1157 -1571

costs

Gross proﬁt 1,839 2,841 3,836 169% 54% 35%
GP margin 39.4% 40.2% 41.6%

Ot_her income & 0 0 0

gains

e Maeng | az0 74 018 | 236%  65%  32%
Selling &

marketing exp./ -10.1% -10.9% -11.0%

sales

Sfp”eenrgéf admin 451 446 531 20%  -1%  19%
General & admin 9.7% -6.3% 5.8%

exp./ sales

Technology &

development =77 -117 -153 17% 52% 30%

expenses
Tech &

development exp / -1.7% -1.7% -1.7%

sales

Pre-opening & other

opex 83 92 120

?E‘g%“”g profit 924 1595 2,253 460%  73% 41%

Investment gain 33 28 18

(loss)

Net finance income 25 42 62
Net finance

) 0.5% 0.6% 0.7%
income / sales

Profit after financing 082 1.666 2334

costs
Associated coms 0 0 0
iglr:tsly controlled 0 0 0
Pre-tax profit 982 1,666 2,334 = 444%  70% 40%
Tax -243 -416 -583
Tax / sales -5.2% -5.9% -6.3%
Effective tax rate = -24.7% -25.0% -25.0%
Minority interests 2 3 5
Net profit att. 737 1,246 1,746 651% 69% 40%
NP margin 15.8% 17.6% 18.9%
Adj. net profit att. 903 1,279 1,770 248% 42% 38%

Adj. NP margin 19.4% 18.1% 19.2%

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Valuation

Figure 5: Peers valuation table

Up/ P/B
i > Mkt. Cap  Year P/E (x)
TP Down- (x)
Ticker Rating (LC) side  (HK$mn) End FY1IE FY2E FY2E
Greater China Hotels
Atour Lifestyle ATATUS BUY 32.01 27.09 18% 29,014 Dec-23 213 152 6.9 485 0.5 2.3 56.0
H World Group HTHTUS NR n/a 36.13 n/a 89,648 Dec-23 204 175 57 29.8 2.3 2.8 8.0

SH Jinjiang Int'l 600754 CH NR n/a 26.80 n/a 28,177 Dec-23 230 218 16 6.7 15 1.8 (10.4)
Btg Hotels Group 600258 CH NR  n/a 14.29 n/a 17,156  Dec-23 189 16.7 1.3 7.4 1.8 1.4 (8.5)
Ssaw Hotels 301073CH NR n/a 22.53 n/a 4,710 Dec-23 810 485 4.2 2.6 1.8 15 (0.7)
Greentree GHGUS NR n/a 2.66 n/a 2,118 Dec-23 6.8 5.4 n/a 14.1 0.4 7.3 (29.2)
Avg. 286 208 39 182 14 2.9 2.6
Med. 209 171 42 10.7 1.6 21 (4.6)

International Hotels

HK & SH Hotels 45 HK NR  n/a 5.80 n/a 9,668 Dec-23 n/a n/a na (1.1) n/a n/a 0.7)
Shangri-La Asia 69 HK NR nla 5.21 n/a 18,681 Dec-23 139 110 04 2.9 0.9 3.3 (2.8)
Mandarin Oriental MAND SP  NR  n/a 1.79 n/a 17,609 Dec-23 nla n/a na (11.4) nla n/a 14.7
Banyan Tree BTH SP NR  n/a 0.36 n/a 1,790 Dec-23  nla n/a n/a 6.4 n/a n/a 2.9
Marriott Int'l MARUS NR n/fa 281.45 n/a 608,795 Dec-23 304 26.5 n/a n/a 5.7 0.8 24.8
Hilton Worldwide HLT US NR nla 249.04 n/a 472,562 Dec-23 353 313 n/a n/a 1.3 0.2 36.8
Hyatt Hotels HUS NR n/a 152.72 n/a 112,213 Dec-23 385 39.1 4.4 37.8 1.2 0.4 17.1
Wyndham Hotels WH US NR n/a 95.48 n/a 57,813 Dec-23 222 201 125 353 1.4 1.6 18.7
Choice Hotels CHHUS NR n/a 14598 n/a 53,300 Dec-23 218 208 458 nla 1.6 0.8 28.8
Intercontinental IHG LN NR n/a  9502.00 n/a 148,480 Dec-23 27.9 247 n/a n/a 3.9 1.4 34.0
Accor Sa AC FP NR n/a 43.03 n/a 86,355 Dec-23 193 17.2 2.2 13.3 4.1 2.8 24.4

Avg. 26.2 238 131 119 25 1.4 18.1
Med. 251 228 4.4 6.4 15 11 18.7

Source: Bloomberg, company data, CMBIGM estimates
Note: Data as of 19 Nov close

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Figure 6: Valuation — Forward blended 12 months P/E band
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Source: Bloomberg, Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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Assumptions

Figure 7: CMBIGM’s assumptions

Major assumptions FY21A FY22A FY23A FY24E FY25E FY26E
Sales by segment (RMB mn)

Manachised hotels 1,220 1,361 2,706 3,938 5,253 6,777
Leased hotels 630 553 840 742 727 743
Retail and others 297 349 1,120 2,394 3,243 3,969
Total 2,148 2,263 4,666 7,074 9,223 11,489

Sales growth by segment (%)

Manachised hotels 32% 12% 99% 46% 33% 29%
Leased hotels 27% -12% 52% -12% -2% 2%
Retail and others 107% 18% 221% 114% 35% 22%
Total 37% 5% 106% 52% 30% 25%

Number of hotels by segment

Manachised hotels 712 899 1,178 1,627 2,141 2,725
Leased hotels 33 33 32 30 30 30
Total 745 932 1,210 1,657 2,171 2,755

Number of hotels growth (%)

Manachised hotels 33% 26% 31% 38% 32% 27%
Leased hotels 0% 0% -3% -6% 0% 0%
Total 31% 25% 30% 37% 31% 27%

Occupancy (%)

Manachised hotels 67% 63% 78% 78% 79% 79%
Leased hotels 71% 66% 84% 84% 84% 84%
Total 68% 63% 78% 78% 79% 79%

Room rates (RMB)

Manachised hotels 407 386 458 430 430 435
Leased hotels 517 465 587 558 563 575
Total 415 391 464 433 433 437

RevPAR (RMB)

Manachised hotels 288 256 371 350 354 355.5
Leased hotels 388 331 517 495 500 510.3
Total 295 261 377 353 357 357.5

Sales per store growth (%)

Manachised hotels 7% -11% 45% -6% 1% 0%
Leased hotels 14% -15% 56% -4% 1% 2%
Total 7% -12% 45% -6% 1% 0%
GP margins 26.3% 30.2% 39.4% 40.2% 41.6% 41.7%
Selling & Marketing expenses -5.8% -6.2% -10.1% -10.9% -11.0% -11.2%
G & A expenses -9.2% -15.5% -9.7% -6.3% -5.8% -5.4%
Tec. and dev. expenses -2.4% -2.9% -1.7% -1.7% -1.7% -1.7%
Other expenses 0.2% 1.7% 1.8% 1.3% 1.3% 1.3%
Effective tax rate -31% -47% -25% -25% -25% -25%
NP att. margin 7% 4% 16% 18% 19% 19%
NP att. growth (%) 245% -32% 651% 69% 40% 27%

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 8
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 2,148 2,263 4,666 7,074 9,223 11,489
Cost of goods sold (1,583) (1,580) (2,827) (4,233) (5,388) (6,696)
Gross profit 565 683 1,839 2,841 3,836 4,793
Operating expenses (391) (556) (998) (1,337) (1,702) (2,093)
Selling expense (124) (140) (470) (774) (1,018) (1,286)
Admin expense (103) (261) (348) (328) (406) (492)
R&D expense (52) (66) 77) (117) (153) (190)
Staff costs 0 0 0 0 0 0
Other rental related expenses 0 0 0 0 0 0
Others (112) (89) (103) (118) (125) (124)
Operating profit 203 179 954 1,642 2,320 2,937
Other income 22 38 83 92 120 149
Other gains/(losses) 1 1 28 23 13 18
EBITDA 299 261 1,061 1,742 2,397 2,997
EBIT 197 166 953 1,619 2,267 2,868
Interest income 7 14 30 a7 67 87
Pre-tax profit 204 181 982 1,666 2,334 2,955
Income tax (64) (84) (243) (416) (583) (739)
After tax profit 145 98 737 1,246 1,746 2,210
Minority interest 5 2 2) 3) (5) (6)
Net profit 140 96 739 1,249 1,750 2,216
Adjusted net profit 140 259 903 1,279 1,770 2,216
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 1,416 2,125 3,393 5,186 6,772 8,593
Cash & equivalents 1,039 1,589 2,562 4,037 5,342 6,866
Restricted cash 0 0 0 0 0 0
Account receivables 100 133 240 364 474 591
Inventories 59 57 104 155 198 246
Prepayment 167 134 276 419 546 680
Other current assets 52 211 211 211 211 211
Non-current assets 829 2,637 2,604 2,586 2,582 2,597
PP&E 439 360 328 309 306 320
Right-of-use assets 0 1,932 1,932 1,932 1,932 1,932
Intangibles 4 6 5 5 5 5
Other non-current assets 386 340 340 340 340 340
Total assets 2,245 4,762 5,998 7,772 9,354 11,190
Current liabilities 1,051 1,348 1,823 2,329 2,769 3,243
Short-term borrowings 65 143 143 143 143 143
Account payables 609 515 991 1,496 1,936 2,410
Tax payable 46 31 31 31 31 31
Other current liabilities 332 339 339 339 339 339
Lease liabilities 0 320 320 320 320 320
Non-current liabilities 629 2,227 2,229 2,232 2,237 2,243
Long-term borrowings 44 2 2 2 2 2
Other non-current liabilities 586 2,225 2,227 2,230 2,235 2,241
Total liabilities 1,681 3,575 4,052 4,561 5,006 5,485
Share capital 0 0 0 0 0 0
Retained earnings 0 0 778 1,415 2,307 3,412
Other reserves 565 1,187 1,167 1,797 2,041 2,293
Total shareholders equity 565 1,187 1,946 3,211 4,348 5,705
Minority interest 0 0 0 0 0 0
Total equity and liabilities 2,245 4,762 5,998 7,772 9,354 11,190

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 204 181 982 1,666 2,334 2,955
Depreciation & amortization 95 81 79 76 63 42
Tax paid (15) (15) (243) (416) (583) (739)
Change in working capital 109 (68) 180 188 160 175
Others 25 106 30 47 67 87
Net cash from operations 418 284 1,027 1,560 2,040 2,521
Investing

Capital expenditure (64) (36) (70) (100) (121) (139)
Acquisition of subsidiaries/ investments 9 (153) 0 0 0 0
Others 13 ?3) 0 0 0 0
Net cash from investing (42) (192) (70) (100) (121) (139)
Financing

Dividend paid (21) 0 21 20 (609) (853)
Net borrowings 12) 65 0 0 0 0
Proceeds from share issues 0 400 0 0 0 0
Share repurchases (111) ©) 0 0 0 0
Others 17) 8) (5) (5) (5) (5)
Net cash from financing (161) 456 16 15 (614) (859)
Net change in cash

Cash at the beginning of the year 825 1,039 1,589 2,562 4,037 5,342
Exchange difference 1) 3 0 0 0 0
Others 215 548 973 1,475 1,305 1,523
Cash at the end of the year 1,039 1,589 2,562 4,037 5,342 6,866
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 37.1% 5.4% 106.2% 51.6% 30.4% 24.6%
Gross profit 67.2% 21.0% 169.3% 54.5% 35.0% 25.0%
Operating profit 217.0% (11.5%) 431.5% 72.2% 41.3% 26.6%
EBITDA 85.5% (12.7%) 306.2% 64.2% 37.6% 25.1%
EBIT 163.9% (15.8%) 473.5% 69.9% 40.1% 26.5%
Net profit 269.3% (31.2%) 669.2% 69.0% 40.1% 26.6%
Adj. net profit 269.3% 85.6% 248.3% 41.7% 38.4% 25.2%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 26.3% 30.2% 39.4% 40.2% 41.6% 41.7%
Operating margin 9.4% 7.9% 20.4% 23.2% 25.2% 25.6%
EBITDA margin 13.9% 11.5% 22.7% 24.6% 26.0% 26.1%
Adj. net profit margin 6.5% 11.5% 19.4% 18.1% 19.2% 19.3%
Return on equity (ROE) 24.7% 11.0% 47.2% 48.4% 46.3% 44.1%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) 1.6 1.2 1.2 1.2 1.2 1.2
Current ratio (x) 1.3 1.6 1.9 2.2 2.4 2.7
Receivable turnover days 20.4 18.8 18.8 18.8 18.8 18.8
Inventory turnover days 10.3 13.4 13.4 13.4 13.4 13.4
Payable turnover days 28.5 40.0 40.0 40.0 40.0 40.0
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E 120.6 228.7 34.0 20.1 14.4 1.1
P/E (diluted) 120.6 228.7 34.0 20.1 14.4 11.1
P/B 40.9 6.8 4.3 2.6 1.9 15
P/CFPS 41.8 79.1 24.4 16.1 12.3 9.7
Div yield (%) 0.0 0.0 0.2) 25 35 45
EV 30,363.2 64,397.8 24,390.2 26,006.0 26,006.0 26,006.0
EV/Sales 14.1 28.5 5.2 3.7 2.8 2.3
EV/EBIT 154.0 387.7 25.6 16.1 115 9.1
EV/EBITDA 101.5 246.6 23.0 14.9 10.9 8.7

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
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Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors”, as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities
and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law.
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