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COMPANY RESULTS

Meituan (3690 HK)
2Q23: Earnings Beat; ISHT As Key Growth Pillar In 3Q23

Meituan’s 2Q23 earnings exceeded expectations. Total revenue grew 33.4% yoy to
Rmb68b, in line with consensus estimates. Non-IFRS net profit was Rmb7.7b, which
translated to a non-GAAP net profit margin of 11.3%. For 3Q23, Meituan expects growth
in food delivery volume to alleviate due to tempered macro recovery and unfavourable
weather conditions. We expect ISHT to maintain its rapid recovery trajectory in 3Q23
given strong seasonality. Maintain BUY with a higher target price of HK$210.00.

2Q23 RESULTS
Year to 31 Dec (RMB m) 2Q22 1Q23 2Q23 goq % yoy % uoB Var Cons Var
TOTAL REVENUE 50,938 58,617 67,965 15.9% 33.4% 69,765 (2.6%) 67,200 11%
Core local commerce 36,779 42,885 51,200 19.4% 39.2% 52,920 (3.3%)
New initiatives & others 14,159 15,732 16,765 6.6% 18.4% 16,845 (0.5%)
Cost of revenue (35,364)  (38,800)  (42,567) 9.7% 20.4% (46,459) (8.4%)
Gross profit 15,574 19,817 25,398 28.2% 63.1% 23,306 9.0% 22,450 13.1%
OPEX (16,693)  (17.475)  (22,099) 26.5% 32.4% (21,781) 15%

S&M (8,986) (10,433)  (14,553) 39.5% 62.0% (12,014) 21.1%

R&D (5,204) (5,047) (5,407) 7.1% 3.9% (6,279) (13.9%)

GE&A (2,504) (1,995) (2,139) 7.2% (14.6%) (3,488) (38.7%)
Non IFRS OP 1,546 4,328 5,748 32.8% 271.7% 4,797 19.8%
Non-IFRS OPM 3% 7% 8% 1.1ppt 5.4 ppt 7% 1.6 ppt
Net profit (1,116) 3,358 4,689 39.6% 520.1% 3,220 45.6%
Non-IFRS net profit 2,058 5,491 7,660 39.5% 272.2% 5,157 48.5% 4,507 70.0%
GPM 30.6% 33.8% 37.4% 3.6 ppt 6.8 ppt 33.4% 4.0 ppt 33.4% 4.0 ppt
Non-IFRS NPM 4.0% 9.4% 11.3% 1.9 ppt 7.2 ppt 7.4% 3.9 ppt 6.7% 4.6 ppt
Source: Meituan, UOB Kay Hian
RESULTS

¢ Solid performance from core local commerce. In 2Q23, Meituan’s core local commerce
segment recorded revenue of Rmb51.2b, up 39.2% yoy (1Q23: +35% yoy), higher than
management’s previously guided 35-36% yoy. Core local commerce commission delivered
an accelerated growth of 36.7% yoy in 2Q23 (1Q23: 25%; 2Q22: 16%), mainly attributable to
a 120% yoy surge in gross transaction volume (GTV) of the in-store business, and recovery
of ARPU for food delivery. Meituan Instashopping maintained robust growth trajectory, with
daily order volume peaking at 11m for the second time in May while annual active merchants
elevated by over 30% yoy. Online marketing revenue ramped up 41% yoy.

New initiatives and others (NIO). The NIO segment’s revenue grew 18% yoy to Rmb16.8b
in 2Q23. Operating loss narrowed by 21% yoy on a sequential basis to Rmb5b, while
operating margin improved to -32%, primarily attributable to optimised pricing and product
management capabilities.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2021 2022 2023F 2024F 2025F
Net turnover 179,128 219,955 271,241 339,388 400,480
EBITDA (14,695) 7,298 15,978 22,596 49,099
Operating profit (23,127) (1,961) 6,719 13,855 36,845
Net profit (rep./act.) (23,536) (2,826) 6,936 13,787 38,530
Net profit (adj.) (15,572) 8,392 26,340 35,447 55,402
EPS (Fen) (257.9) 136.3 425.7 570.0 886.5
PE (x) n.m. 95.3 30.5 22.8 14.7
P/B (x) 6.2 6.2 5.2 4.2 3.5
EV/EBITDA (x) n.m. 110.0 50.2 355 16.4
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (13.1) (1.3) 2.6 4.1 9.6
Net debt/(cash) to equity (%) (6.9) (0.8) (5.5) (7.0) (6.5)
Interest cover (x) (25.1) 7.5 n.a. n.a. n.a.
ROE (%) n.a. n.a. 4.9 8.0 18.4
Consensus net profit - - 18,985 31,728 47,332
UOBKH/Consensus (x) - - 1.39 1.12 117

Source: Meituan, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."
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STOCK IMPACT FORWARD EV/SALES BAND

o Takeaways from post-earnings call with management:

0 In 3Q23, core local commerce revenue is guided to surge 22-23% yoy to Rmb56.5b-
57b, while operating margin of its core local commerce segment should be at 17-18%,
primarily attributable to a decline in delivery costs.

Meituan expects FD revenue to see high-teens yoy growth in 3Q23 and operating
margin to remain stable. FD revenue growth is guided to be 2ppt lower than FD order
volume growth, as pressured by increased subsidies and a yoy decline in average
order value (AQOV), but is partially offset by yoy growth in ad monetisation rate. FD
operating margin is guided to remain flattish yoy in 3Q23.

Meituan Instashopping revenue and order volume growth is guided to remain
flattish yoy in 2Q23. Meanwhile, operating loss is expected to broaden yoy to
Rmb250m, due to increased investment in the distribution channel to capture demand
emerging from strong seasonality. As Meituan saw 3m order volume on Chinese
Valentine’s Day, the company is confident in achieving the target of an average
monthly order volume of 10m by 2025.

0 ISHT revenue is expected to see low-thirties yoy revenue growth in 3Q23, as
bolstered by the release of pent-up demand. In-store, hotel & travel (ISHT) GTV is
expected to surge 90% yoy and is worth noting that two-year CAGR will accelerate
meaningfully from 28% in 2Q23 to 50% in 3Q23. ISHT’s lower revenue growth vs GTV
growth is attributed to moderated ad recovery and a lower monetisation rate led by the
implementation of various strategies. Operating margin of the ISHT segment is forecasted
to remain flattish sequentially at 30-35% during 3Q23.

0 Meituan expects NIO revenue to grow 18% yoy in 2Q23. Meanwhile, operating loss
should maintain at Rmb5.2b. Meituan Select’s operating loss is expected to remain
flattish sequentially at Rmb5b.

EARNINGS REVISION/RISK

o We maintain our 2023 revenue forecasts largely unchanged. We expect Meituan to deliver
adjusted net profit of Rmb26.3b in 2023, or 9.7% net margin.

¢ Risks: a) Challenging macro environment, b) stiffer competition with Douyin and Ele.me,
and c) achieving profitability at a slower-than-expected rate in new business initiatives.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a higher target price of HK$210.00, given that we roll our valuation
forecast base to the next 12 months and higher profitability. Our target price implies 3.9x
2023F forward EV/sales, below its three-year historical mean of 4.7x. We remain cautiously
optimistic for Meituan given robust recovery trajectory in the ISHT segment coupled with
stiffer business competition in the FD business with its competitive rival Douyin.

SHARE PRICE CATALYST

¢ a) Continued market share expansion in the food delivery segment and increase in
penetration rate in the fresh groceries segment, and b) increase in synergies with core
businesses and new initiatives.

SOTP-BASED VALUATION (BASED ON 12-MONTH FORWARD)

1yr forward EV/Sales
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Source: UOB Kay Hian, Bloomberg

2023-24F SOTP Valuation 2023-24F Rev. 2023-24F NOPAT Implied EV/Rev. PE Valuation to Meituan 2023-24F  2023-24F Val.  2023-24F Val.Per share
(US$m) (US$m) (US$m) (HK$m) (HK$)

Food Delivery 23,576 2,211 2X 23x 50,856 411,525 67
In-store, hotel & travel 7,031 2,092 7 25x 52,296 423,175 68
New initiatives 11,870 1,602 3X 24x 37,987 307,391 50
Associates/investments affiliates 4,929 39,885 6
Net cash 19,414 157,099 25
NAV 165,481 1,339,076 216
Less: holdco discount 10% 4,929 39,885 6
Fully diluted shares outstanding (m) 6,187

160,553 1,299,191 210

Source: UOB Kay Hian
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Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F
Net turnover 219,955 271,241 339,388 400,480 Fixed assets 22,201 62,469 96,067 135,567
EBITDA 7,298 15,978 22,596 49,099  Other LT assets 79,134 75,805 79,572 82,454
Deprec. & amort. 9,259 9,258 8,741 12,253 Cash/ST investment 20,159 27,518 32,489 33,926
EBIT (1,961) 6,719 13,855 36,845  Other current assets 122,987 150,299 164,438 175515
Total other non-operating income 0 0 0 0 Total assets 244481 316,091 372,567 427,462
Associate contributions 36 36 36 36 ST debt 17,562 17,562 17,562 17,562
Net interest income/(expense) (971) 342 342 2,435 Other current liabilities 58,868 83,381 103,023 119,388
Pre-tax profit (2,896) 7,097 14,232 39,316 LT debt 1,549 1,549 1,549 1,549
Tax 70 (160) (446) (786)  Other LT liabilities 37,796 37,696 37,696 37,69
Minorities 0 0 0 0 Shareholders' equity 128,762 153,862 190,697 229,227
Net profit (2,826) 6,936 13,787 38,530 Minority interest (56) (56) (56) (56)
Net profit (adj.) 8,392 26,340 35,447 55402  Total liabilities & equity 244,481 316,091 372567 427,462
CASH FLOW KEY METRICS

Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 11,411 28,654 35,272 54,296 Profitability

Pre-tax profit (2,896) 7,097 14,232 39,316 EBITDA margin 3.3 5.9 6.7 123
Tax 70 (160) (446) (786) Pre-tax margin (1.3) 2.6 4.2 9.8
Deprec. & amort. 9,259 9,258 8,741 12,253 Net margin (1.3) 2.6 41 9.6
Working capital changes (4,541) 212 2,659 3,513 ROA na. 25 4.0 9.6
Other operating cashflows 9,520 12,247 10,085 0 ROE na. 4.9 8.0 18.4
Investing (14,714)  (36,294)  (45,300)  (52,859)

Capex (growth) (35,267)  (43,463)  (50,832)  (59,358) Growth

Investments 0 0 0 0 Turnover 22.8 233 25.1 18.0
Proceeds from sale of assets (7,591) 0 0 0 EBITDA n.a. 118.9 414 1173
Others 28,145 7,169 5,532 6,499 Pre-tax profit n.a. n.a. 100.6 176.2
Financing (9,990) 15,000 15,000 0 Net profit na. na. 98.8 179.5
Dividend payments 0 0 0 0 Net profit (adj.) na. 2139 34.6 56.3
Issue of shares 5,522 15,000 15,000 0 EPS na. 2123 33.9 55.5
Proceeds from borrowings (4,674) 0 0 0

Loan repayment 0 0 0 0 Leverage

Othersfinterest paid (10,839) 0 0 0 Debt to total capital 12.9 111 9.1 7.7
Net cash inflow (outflow) (13,292) 7,359 4,971 1,436 Debt to equity 14.8 12.4 10.0 8.3
Beginning cash & cash equivalent 32,513 20,159 27,518 32,489 Net debt/(cash) to equity (0.8) (5.5) (7.0 (6.5)
Changes due to forex impact 938 0 0 0 Interest cover (x) 75 na. na. na.
Ending cash & cash equivalent 20,159 27,518 32,489 33,926

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures. 49
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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