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Rating  BUY (as at 31 August 2021) 

Last Close HKD 228.40  

Fair Value HKD 316.00   
 

  

Great 2Q21, while headwinds look 

manageable 

• Strong quarter, though 3Q21 could see some 

headwinds in core segments  

• Labour cost increase for food delivery likely 

manageable; reassessing pricing strategy for 

Meituan Select   

• FV of HKD316 (from HKD355 previously) 

Investment thesis 
Meituan’s 2Q21 results came in above expectations. 

Total revenue grew 77% YoY to RMB43.8b, or 3% above 

consensus. The food delivery Gross Transaction Volume 

(GTV) grew by 60% YoY while the average ticket size 

was stable. Adjusted net loss was RMB2.22, vs. 

consensus at -RMB4.04. Looking ahead at 3Q21, 

management does expect some headwinds arising 

from core segments of Food delivery and In-store, hotel 

& travel segments due to the recent extreme weather 

and the wave of Covid-19 cases. On Food delivery, 

management believes labour cost increase for 

platforms should be manageable, as policy intention is 

likely to strike a balance between labour protection 

and job creation. Management is keeping to its long-

term EBIT per order of RMB1.0 on the back of a few 

levers, such as a higher monetization ratio (resulting 

from a lower subsidy rate), higher advertising revenue 

and more cost-efficient delivery methods. Following 

adjustments, including more conservative assumptions 

and a 10% ESG premium, our FV drops from HKD355 to 

HKD316. 

Investment summary 
• Solid 2Q21 results – Meituan’s 2Q21 results came in 

above expectations. Total revenue grew 77% YoY to 

RMB43.8b, or 3% above consensus. The food delivery 

Gross Transaction Volume (GTV) grew by 60% YoY 

while the average ticket size was stable. 

Management noted that orders of members, outside 

lunch/dinner hours, and of long-distance increased 

in proportion while user frequency improved. OPM 

for food delivery improved QoQ, coming in at 10.6%, 

 
  

 
 

 

 

 

 

Security information

Ticker 3690.HK

Market Cap (USD b) 179.8

Daily turnov er (HKD b) 30.4

Free Float 71%

Shares Outstanding (m) 6,111

Top Shareholder Tencent Holdings Ltd 19.3%

Price performance chart

Financial summary

RMB (m) FY20 FY21E FY22E

Rev enue 114,795 182,864 256,163

Adj operating profit 159 -16,449 -2,098

Adj PATMI 3,121 -14,081 -499

Adj diluted EPS (RMB) 0.5 -2.3 -0.1

Key ratios

 FY20 FY21E FY22E

Rev enue growth 18% 59% 40%

Adj OPM 0% -9% -1%

Adj net margin (on PATMI) 3% -8% 0%

Food deliv ery GTV growth 25% 40% 30%

Source: Refinitiv , Company, Internal estimates
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given sufficient delivery capacity and less rider 

incentives due to favourable weather conditions. In-

store, hotel & travel saw revenue grow 89% YoY 

RMB8.6b while that of New initiatives and others 

grew 114% YoY. Adjusted net loss was RMB2.22, vs. 

consensus at -RMB4.04.  

• FV of HKD316 – Looking ahead at 3Q21, 

management does expect some headwinds arising 

from core segments of Food delivery and In-store, 

hotel & travel segments due to the recent extreme 

weather and the wave of Covid-19 cases. We 

believe losses from New initiatives could widen given 

continued investments into areas such as Meituan 

Grocery, Meituan Select, Meituan Instashopping and 

ridesharing. We understand from management that 

they will be reassessing their pricing strategy for 

Meituan Select and have also prohibited any 

exclusive agreements with restaurants. On Food 

delivery, management believes labour cost increase 

for platforms should be manageable, as policy 

intention is likely to strike a balance between labour 

protection and job creation. Meituan has over 1m 

daily active riders, of which 35% are dedicated full-

time riders that the company expects to pay social 

security insurance for. The overall impact should be 

less than RMB0.5 on rider cost per order. All riders will 

also receive occupational injury insurance with a 

gradual roll-out from Jan 2022, with a likely impact of 

RMB0.05 per order. Nonetheless, management is 

keeping to its long-term EBIT per order of RMB1.0 on 

the back of a few levers, such as a higher 

monetization ratio (resulting from a lower subsidy 

rate), higher advertising revenue and more cost-

efficient delivery methods. Following adjustments, 

including more conservative assumptions and a 10% 

ESG premium, our FV drops from HKD355 to HKD316. 

ESG Updates 
• As a food delivery service provider, Meituan’s 

exposure to social risks, such as data security and 

labor management, remains high. However, review 

indicates the company has strengthened its data 

privacy policies. While the company trails global 

peers in governance, it does have robust initiatives 

to reduce carbon emissions compared to peers.  

 

 

 

 



 

 Equity Research 
31 August 2021 

 

 3 

Potential catalysts 
• Better-than-expected food delivery market share 

and margin improvement 

• Faster-than-expected inroads in CGP, leading to 

scaling back of investments 

• Resolution of regulatory concerns 

Investment risks 
• Strong-than-expected competition from peers, 

affecting profitability and user growth 

• Labour cost inflation 

• Resurgence of Covid-19 cases in China 

• Larger-than-expected regulatory pressure 

Valuation analysis 

 

 

 

 

 

 

 

 

 

FY21E FY22E FY21E FY22E FY21E FY22E FY21E FY22E FY21E FY22E

MEITUAN (3690.HK) N.A 323.7 6.4 4.7 N.A 187.5 N.A 1,061.2 (16.7) (0.5)

TENCENT HOLDINGS LTD (0700.HK) 27.4 22.5 6.4 5.4 18.9 16.5 16.4 16.2 17.7 17.0

JD.COM INC (JD.O) 58.1 35.2 0.8 0.7 40.1 22.2 141.8 25.9 5.3 8.7

ALIBABA GROUP HOLDING LTD (BABA.N) 16.8 14.4 3.1 2.6 13.3 10.8 15.5 12.1 14.4 14.4

PINDUODUO INC (PDD.O) N.A 255.8 7.1 5.0 N.A 168.6 31.1 21.8 (6.9) 3.1

Source: Refinitiv

Price/Earnings EV/Sales EV/EBITDA EV/FCF ROE (%)

P/Sales chart

Source: Refinitiv Source: Refinitiv
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Company overview (as of 31 December 2020) 

Company description 

Meituan is China’s leading e-commerce platform for services. It provides a platform using technology to 

connect consumers and merchants and offers diversified daily services, including food delivery, in-store, 

hotel and travel booking and other services and sales. The key segments for the company are (a) food 

delivery, (b) in-store, hotel & travel, and (c) new initiatives and others. As of 31 Dec 2020, Meituan had 

510.6m transacting users and 6.8m active merchants. The Gross Transaction Volume of food delivery, 

number of food delivery transactions and number of domestic hotel room nights in 2020 came in at 

RMB488.9b, 10.1b and 354.5m, respectively.  

 

 

 

 

 

FY20 revenue breakdown Revenue growth

Source: Company, Internal estimates Source: Company, Internal estimates
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Company financials   

 
 

Income Statement
In Millions of CNY except Per Share FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Revenue 12,988.1 33,928.0 65,227.3 97,528.5 114,794.5

  - Cost of Rev enue 7,046.8 21,708.5 50,122.3 65,208.1 80,744.4

Gross Profit 5,941.2 12,219.5 15,105.0 32,320.4 34,050.1

  + Other Operating Income -- -- -- -- --

  - Operating Expenses 12,196.6 16,045.6 26,190.8 29,640.5 29,720.0

Operating Income or Losses -6,255.4 -3,826.1 -11,085.8 2,679.9 4,330.1

  - Interest Expense -- -- 24.6 176.2 345.5

  - Foreign Exchange Losses (Gains) -- -- -- -- --

  - Net Non-Operating Losses (Gains) 4,375.7 15,107.6 104,380.4 -258.8 -453.3

Pretax Income -10,631.1 -18,933.7 -115,490.8 2,762.4 4,437.9

  - Income Tax Expense (Benefit) 267.9 54.2 1.9 526.2 -269.7

Income Before XO Items -10,899.0 -18,987.9 -115,492.7 2,236.2 4,707.6

  - Extraordinary Loss Net of Tax 5,104.0 0.0 -- -- --

  - Minority/Non Controlling Interests (Credits) -5.1 -71.3 -15.5 -2.6 -0.7

Net Income/Net Profit (Losses) -5,789.9 -18,916.6 -115,477.2 2,238.8 4,708.3

Net Inc Avail to Common Shareholders -10,893.9 -18,916.6 -115,477.2 2,238.8 4,708.3

  Abnormal Losses (Gains) 5,104.0 0.0 -- -- --

  Tax Effect on Abnormal Items -- -- -- -- --

Normalized Income -10,899.0 -19,137.6 -115,255.4 2,724.1 4,491.1

Basic Earnings per Share -7.5 -12.4 -42.4 0.4 0.8

  Basic Weighted Av g Shares 1,451.8 1,528.8 2,723.8 5,767.9 5,845.4

Diluted EPS Before Abnormal Items -7.5 -12.4 -42.4 0.4 0.8

Diluted EPS Before XO Items -7.5 -12.4 -42.4 0.4 0.8

Diluted EPS -4.0 -12.4 -42.4 0.4 0.8

  Diluted Weighted Av g Shares 1,451.8 1,528.8 2,723.8 5,922.9 5,845.4

Profitability Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Returns

Return on Common Equity - - -502.67 2.51 4.96

Return on Assets -23.04 -28.06 -113.06 1.77 3.15

Return on Capital 13.39 9.49 6.28 5.05 4.29

Return on Inv ested Capital - - - -5.16 -4.86

Margins

Operating Margin -48.16 -11.28 -17.00 2.75 3.77

Incremental Operating Margin 0.23 0.23 1.51 -0.16 1.37

Pretax Margin -81.85 -55.81 -177.06 2.83 3.87

Income before XO Margin -83.88 -55.76 -177.04 2.30 4.10

Net Income Margin -83.88 -55.76 -177.04 2.30 4.10

Net Income to Common Margin -83.88 -55.76 -177.04 2.30 4.10

Additional

Effectiv e Tax Rate - - - 19.05 -6.08

Dv d Payout Ratio - - - - -

Sustainable Growth Rate - - - - -

Credit Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Total Debt/EBIT -9.88 -22.88 -0.17 3.86 -12.08

Net Debt/EBIT -6.47 -12.68 4.31 -39.92 18.59

EBIT to Interest Expense - - -533.23 8.14 -5.77

Long-Term Debt/Total Assets 120.68 121.26 0.39 1.11 9.95

Net Debt/Equity -1.63 -1.39 -0.65 -0.62 -0.38

Source: Refinitiv



 

 

 

 
Important disclosures 

ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect 
his or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and 
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or 
sale of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have 
taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the 
time of publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first 
independently verifying its contents. Any opinion or estimate contained in this report is subject to change without 
notice. We have not given any consideration to and we have not made any investigation of the investment objectives, 
financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever 
is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the 
recipient or any class of persons acting on such information or opinion or estimate. You may wish to seek advice from a 
financial adviser regarding the suitability of the securities mentioned herein, taking into consideration your investment 
objectives, financial situation or particular needs, before making a commitment to invest in the securities. In the event 
that you choose not to seek advice from a financial adviser, you should consider whether investment in securities and 
the securities mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank 
of Singapore Limited (“BOS”), OIR, OCBC Securities Private Limited (“OSPL”) and their respective connected and 
associated corporations together with their respective directors and officers may have or take positions in the securities 
mentioned in this report and may also perform or seek to perform broking and other investment or securities related 
services for the corporations whose securities are mentioned in this report as well as other parties generally. There may 
be conflicts of interest between OCBC Bank, BOS, OIR, OSPL or other members of the OCBC Group and any of the 
persons or entities mentioned in this report of which OIR and its analyst(s) are not aware due to OCBC Bank’s Chinese 
Wall arrangement. 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL 
rating indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total 
expected returns including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates total expected returns 
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and 
Business Trusts, total expected returns including dividends apply. 
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