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Financial summary 0322.HK 12 mth range:  HK$6.6-11.4 =

HK$9.39 Market cap: US$6,725.6m m
Year to Dec 07A 08A O9F 10F 11F : HK$9.64 (+3%) Daily t/o, 3 mth: US$4.3m [~
Turnover (US$m) 3,215.44,272.15,207.76,144.97,109.4 Free float %: 30.0% a
Net Profit (US$m) 194.8 260.4 345.2 378.0 392.9 . a
EPS (US$) 0.035 0047 0062 0068 0070 K€y points: N
EPS A% 312 335 326 95 39 X FYI2/08A results within expectation. .E
P/E (x) 345 258 195 178 171 >  |[nstant noodle in solid expanding mode. -
PIB () 655 557 473 412 370 % Bottled water to regain market share after rumors ceased. S
EV/EBITDA (x) 148 11.2 8.8 7.9 7.3 q
vield %) 2 16 25 31 ar ¥ RI?T tea to recover but pressure exists for. long term.
ROE (%) 201 233 263 247 228 X Minor forecast adjustments with target price up to HK$9.64.
ROCE (%) 197 202 243 279 269 Results in line. Revenue rose 32.9% to US$4,272.Im, comprising
N. Gear. (%) 160 188 156 11.8 104 US$2,084.8m from instant noodles, up 40.1% YoY, US$1,924.Im from
Source: SBI E2-Capital beverage, up 26.7% YoY, US$149.9m from bakery, up 36.7% YoY, and

US$113.2 from others, 14.9% YoY. Gross margin enhanced 0.6pcp to
T——-32.2%.  Net profit increased 33.7% to US$260.4m (our forecasts:

Price Performance turnover US$4,337.7m, net profit: US$249.3m). A final dividend of

imth 3mth 12mth  US$0.0233 was declared (FY12/07A: US$0.0162) together with nil
Relative to HSI (%) 65 -131 +50.2 special dividend (FY12/07A: US$0.0106). The management explained the
Actual price changes (%) +114 +49 79 decision to discontinue paying special dividend was based on

consideration of an appropriate ROE level, capex and working capital
09F  10F  11F requirements as well as a prudent attitude towards present financial

Consensus EPS (US$) 0.055 0065 0076 Crisis.
Previous forecasts (US$m) 339.7 363.3
Previous EPS (US$) 0.061 0.065

Instant noodle. Overall market share enlarged from 47.0% in Dec
2007 to 50.8% in Dec 2008, with growth coming mainly from high end
packet products, sales of which surged 48.8% to US$833m (bowl: 36.4%
Price Chart to US$872m; mid-low end packet: 32.4% to US$333m). Although there
is no apparent trend of market share convergence, we reckon the

o company will expand occupancy further given its considerable scale

advantage (aggregate market share of No. 2 — 4 players: 28.5%). In

&0 particular for FY12/09F, margin expansion is anticipated (est. gross

X margin: 30.7% up from 27.5% in FY12/08A) backed by the substantial
s drop in palm oil price and further product mix change.

Bottled water (~US$442.5m turnover). Hit by some unfavorable

0 - - - - - rumors, Master Kong bottled water’s market share dropped 0.4pcp in

2004 2005 2006 2007 2008 2009 2008 to 17.7%. As these rumors have been explored by some media and
proved to be fake, according to the management, we expect the
company to regain market share this year.

Norman Zhang

(852) 2533 3715 RDT tea (~US$1,154.5m). Market share squeezed 3.6pcp to 44.3%,
which could be attributed to: |) abnormal operating environment during
2008 due to natural disasters (snow storm and earthquake) and the
Beijing Olympic Games, which deviated consumption from its normal pattern and, accordingly, the company held
some marketing activities to maintain efficiency; 2) inappropriate price adjustment at the year beginning (the
company raised selling prices with intention to pass on incremental raw materials costs, versus further price cuts by
competitors). Looking forward, management believes Coca-Cola will be a major challenger given the latter’s
abundant experience and resources. Nevertheless, Yuanye (“F1# ’), Coca-Cola’s sub-brand for RDT tea products, is
relatively quite in the market so far this year possibly because: |) weakened support from US head office due to the
financial crisis; 2) Coca-Cola’s priority on juice drink market at this moment. Hence, we reckon 2009 will be a
recovery year for Tingyi, but pressure may come thereafter.

normanzhang@sbie2capital.com

Juice drink (~US$327.1m). Market share was relatively stable last year at 16.3% (2007: 17.8%). As the company’s
concentration is still on bottled water business, we do not expect any major progress of this sub-segment in short
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term.

Estimates adjustments. We fine tuned our forecasts to factor FY 12/08 results, lifting earnings projection by 1.4%
for FY12/09F and 4.0% for FY12/10F. Our target price, accordingly, has been penciled up slightly from HK$9.48 to
HK$9.64 based on 20x FY12/09F P/E. HOLD.

Table 1. Valuation comparison

Market cap. Fiscal Historical 1-Yr forward 2-Yr forward ROE
Company Ticker (US$m) Yr-end P/E (X) P/E (x) P/E (x) (%)
Tingyi 322 HK 12/2008 6,725.6 25.8 19.5 17.8 23.3
Uni-President 220 HK 12/2008 1,379.8 27.6 13.3 11.8 6.3
Want Want 151 HK 12/2008 6,282.5 23.9 19.9 16.0 324
Vitasoy 345 HK 03/2008 468.6 18.0 15.3 12.4 16.5
Huiyuan 1886 HK 12/2008 964.1 75.2 23.1 20.8 20.6
Mengniu 2319 HK 12/2008 2,634.8 n.a. 25.1 19.3 (19.8)

Source: Bloomberg, SBI E2-Capital

Table2: P& L
Year to Dec (US$m) 07A 08A 09F 10F 11F
Revenue 3,215.4 4,272.1 5,207.7 6,144.9 7,109.4
Cost of sales (2,199.9) (2,897.4) (3,466.4) (4,129.7) (4,820.8)
Gross profit 1,015.5 1,374.6 1,741.3 2,015.2 2,288.6
Other net income 51.3 824 70.0 72.0 72.0
Distribution expenses (614.9) (826.7) (997.3) (1,164.5) (1,333.0)
Administrative expenses (73.2) (86.4) (100.1) (112.0) (122.5)
Other operating expenses (50.2) (68.4) (84.1) (88.8) (114.3)
Finance costs (19.4) (31.2) (38.0) (38.7) (37.6)
Share of results of associates 8.1 7.8 8.6 9.5 10.4
Profit before taxation 317.2 452.2 600.4 692.7 763.5
Income tax (36.3) (90.2) (128.7) (162.4) (190.9)
Profit for the period 280.9 362.0 471.7 530.3 572.7
Attributable to:

Equity holders of the Company 194.8 260.4 345.2 378.0 392.9

Minority interests 86.1 101.6 126.5 152.3 179.8
EPS - Basic (US$) 0.035 0.047 0.062 0.068 0.070
Proposed DPS (US$) 0.027 0.023 0.030 0.037 0.045

Source: Company data and SBI E2-Capital
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SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: sbie2capital.com, thomsononeanalytics.com,
factset.com and multex.com

SBI E2-Capital stock ratings:

STRONG BUY : absolute upside of >50% over the next three months

BUY : absolute upside of >10% over the next six months
HOLD : absolute return of -10% to +10% over the next six months
SELL : absolute downside of >10% over the next six months

Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other related businesses with the companies in this report.

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that the analyst has not received and will
not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report.

Disclaimer: This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in this report may not be
eligible for sale in some jurisdictions. The information contained in this report has been compiled by the Research Department of SBI E2-Capital Securities Limited (‘SBI
E2-Capital’) from sources that it believes to be reliable but no representation, warranty or guarantee is made or given by SBI E2-Capital or any other person as to its accuracy
or completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of SBI E2-Capital as of the date of this report only and are
subject to change without notice. Neither SBI E2-Capital nor any other person, accepts any liability whatsoever for any loss howsoever arising from any use of this report or
its contents or otherwise arising in connection therewith. Each recipient of this report shall be solely responsible for making its own independent investigation of the business,
financial condition and prospects of the companies referred to in this report. SBI E2-Capital and their respective officers, directors and employees, including persons involved
in the preparation or issuance of this report, may from time to time (1) have positions in, and buy or sell, the securities of companies referred to in this report (or related
investments); (2) have a consulting, investment banking or broking relationship with any company referred to in this report; and (3) to the extent permitted under applicable
law, have acted upon or used the information contained or referred to in this report including effecting transactions for their own account in an investment (or related
investment) in respect of any company referred to in this report, prior to or immediately following its publication. This report may not have been distributed to all recipients at
the same time. This report is issued only for the information of and may only be distributed to professional investors and dealers in securities and must not be copied,
published, reproduced or redistributed (in whole or in part) by any recipient for any purpose. This report is distributed in Hong Kong by SBI E2-Capital. Any recipient of this
report who requires further information regarding any securities referred to in this report should contact the relevant office of SBI E2-Capital located in such recipient’'s home

jurisdiction.
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