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Cost impacts aggravated by 

Russia-Ukraine conflict  
 

• The conflict between Russia and Ukraine has 

elevated global commodity price hikes, with some 

of them surging by >50% y-o-y in Mar 2022 
 
• While selected agri-commodity prices rise more 

moderately in China, palm oil price surges >70% in 

Mar 2022. Sensitivity analyses suggest substantial 

earnings impacts across instant noodle players 
 
• Stay selective: we prefer upstream plays like China 

Modern Dairy and COFCO Joycome in short-run; the 

downstream operators with strong pricing power 

should post firm prospects on a 12-month horizon  
 
Major shock to agricultural commodities. Russia and 

Ukraine, the breadbasket of Europe, mark an important 

force in the agricultural sector. High global commodity 

prices, along with COVID-19 resurgence and logistics 

disturbance, have surged further following sanctions being 

imposed on Russia and register strong double-digit growth 

(see page 4). Certain commodities in China, including corn, 

raw milk, sugar, wheat, and soybean meal, have seen much 

milder increases, perhaps except for palm oil and some 

packaging raw materials like aluminium that climb 72% and 

30% respectively in China during Mar 2022.   

 

Negatively impacted sectors. Food processors like Tingyi, 

UPC and Nissin Foods have lately warned that higher palm 

oil prices may have already offset the companies’ price hikes 

over the past 12 months. Palm oil, up >55% y-o-y in 1Q22, 

normally takes up <10% of cost of goods sold. Based on our 

sensitivity analyses, we estimate FY22 earnings of UPC and 

Tingyi could be impacted by 1%-3% for every 5% increase in 

palm oil price. As such, we lowered the gross margin of 

UPC/Nissin Foods by 0.7ppt/0.8ppt to 31.9%/30.9% for 

FY22F and will review earnings of Tingyi.   

 

Stay selective.  On the back of rising agri-commodity prices, 

upstream players like China Modern Dairy (1117.HK, Buy) 

and COFCO Joycome (1610.HK, Buy) may benefit better from 

the uptrend. We believe mid-downstream processors could 

face higher cost pressure in 1H22 and affect near-term 

sentiment. However, we maintain BUY on China Mengniu 

and Yili, as we expect these leading dairy companies could 

find ways to largely offset the cost impacts through passing 

on the costs to consumers as well as further product-mix 

enhancement.   
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Recommendation & valuation  

  Target  Mkt 22F 

 Price Price Rec Cap PE 

 HK$ HK$  US$m (x) 

China Mengniu 

Dairy (2319 HK) 

44.15 53.50 BUY 22,295 23.2 

China Modern 

Dairy (1117 HK) 

1.45 1.60 BUY 1,466 6.2 

COFCO Joycome 

(1610 HK)  

3.28 4.19 BUY 1,635 8.3 

Inner Mongolia 

Yili (600887 CH) 

35.75 52.00 BUY 35,941 21.1 

Nissin Foods 

(1475 HK)  

5.46 7.90 BUY 728 16.6 

Tingyi (322 HK) 13.82 
Under 

review 
BUY 9,942 14.0 

Uni-President 

China (220 HK) 

6.95 8.80 BUY 3,835 15.6 

Yihai Kerry 

(300999 CH) 

48.56 49.00 
HOL

D 
41,355 38.5 

Source: Thomson Reuters, DBS Bank (Hong Kong) Limited (“DBS HK”) 
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What are the roles of Russia and Ukraine in the 

agricultural sector globally?  

Russia and Ukraine together mark an important force in the 

agriculture sector globally, with Ukraine known as the 

breadbasket in Europe. Similarly, the agriculture sector is of 

equal importance to their respective economies.  

 

 
Agriculture sector as a % of GDP  

 

Source: World Bank (for 2020) 

 

Key agricultural exports. Ukraine’s and Russia’s key 

agricultural exports include wheat, corn, barley, sunflowers, 

sunflower seeds, sunflower meal, sunflower oil, rye, 

potatoes, and more. Altogether, Russia & Ukraine account 

for about 26% of global wheat exports (Russia: 16%; 

Ukraine: 10%), c.16% of global corn exports (2% from 

Russia, 14% from Ukraine), and c.30% of barley exports 

(Ukraine: 17%; Russia: 13%).   

 

 

   
Top corn exporting countries  

 

Top barley exporting countries  

 

Top wheat exporting countries 

 

   

Source: USDA, DBS HK (for 2021) Source: USDA, DBS HK (for 2021) Source: USDA, DBS HK (for 2021) 

  

9.30%

3.70%

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

Ukraine Russia

US 

33%

Brazil

17%

Argentina

22%

Ukraine

14%

Russia

2% Rest of 

World

12% Australia

26%

European 

Union

22%Ukraine

17%

Russia

13%

Rest of 

World

17%

Canada

5%

European 

Union

18%

Australia

13%

United 

States

11%

India

5%

Ukraine

10%

Russia

16%

Rest of 

World

27%



 

Industry Focus  

Food & Beverage 
 

   

Page 3 

 

 

What is the relationship between Ukraine, Russia, and 

China in the agricultural sector?  

The global prices of grains, oilseeds, and fertilisers are rising.  

Aside from the direct material impacts, a surge in natural 

gas prices also affect commodity prices. One of the key 

components in fertilisers is nitrogen, which is derived from 

natural gas. Surges in fertiliser and energy prices have led to 

surges in global agricultural commodity prices, including 

coarse grains such as corn, soybean, wheat, etc. 

Today, China is a major producer of agricultural 

commodities such as corn, rapeseed, wheat, and soybean. It 

is also a major buyer, making up 60% of the global import 

volume of soybean, 30% of barley, and 14% of palm oil.  

 

As trade partners, Ukraine is China’s second largest corn 

importing partner, largest barley importer, and third largest 

sunflower oil importer. Russia is China’s top sunflower oil 

importer.   

  
China’s production as a % of global export figures 

 

China’s purchases as a % of global import figures 

 

  

Source: USDA, DBS HK (for 2021) Source: USDA, DBS HK (for 2021) 

 
Ukraine’s & Russia’s % share of China’s total import 

figures 

 

Source: China Custom, WIND, DBS HK (for 2021) 
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Commodity price changes % yoy (China) 

 

 

Source: CEIC, WIND, DBS HK (All prices for China, except for whole milk powder) 

Source Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug- 21 Sep-21 Oct -21 Nov-21 Dec-21 Jan-22 F eb-22 Mar-22

% y-o- y

Cereal Grain

Corn DCE 42 35 38 30 20 15 7 (0) 4 3 (4) (4) 2

Soybean DCE 42 14 15 9 13 24 28 30 19 10 5 7 5

Wheat NBS 5 4 4 9 8 5 6 7 13 15 13 14 n.m

Rough rice NBS (0) 1 (1) (3) 0 (3) (6) (2) 3 5 8 12 13

Barley China Customs 8 13 20 22 32 32 29 30 29 22 28 22 n.m

Oilseeds

Peanut oil NBS 4 (6) (7) (8) (7) (7) (5) (11) (14) (16) (22) (24) n/m

Palm oil DCE 71 89 111 55 63 61 57 70 54 38 44 54 72

Soybean oil DCE 72 60 69 55 51 46 37 42 27 12 12 22 18

Rapeseed oil DCE 52 56 58 36 26 18 18 30 25 29 19 21 24

F eed

Corn MARA 41 38 35 34 29 21 19 15 13 11 2 (3) (3)

Soybean Meal MARA 15 7 13 16 16 16 17 15 10 9 1 2 17

Fattening Pig MARA 16 14 14 15 13 11 11 9 8 7 4 2 4

Broiler Chicken MARA 13 12 12 13 12 11 10 9 8 7 4 2 3

Egg Chicken MARA 15 13 13 14 13 11 11 10 10 8 4 3 5

Protein prices

Live hog MARA (22) (29) (33) (50) (56) (59) (63) (57) (42) (49) (59) (59) (56)

Pork price MARA (21) (26) (30) (44) (51) (55) (58) (57) (47) (48) (57) (57) (56)

Piglet prices MARA 2 (12) (23) (44) (58) (64) (72) (75) (68) (64) (69) (71) (72)

Raw milk prices MARA 14 17 19 20 20 17 13 9 7 5 0 (1) (2)

Whole milk powder Fonterra 47 48 52 44 18 20 27 24 31 23 19 25 11

Other soft  commodit ies 

Sugar DCE (3) (1) 4 5 8 10 7 6 14 13 9 7 8

Packaging prices

PET DCE 40 41 24 12 17 15 18 29 15 7 14 9 3

Tin NDRC 30 37 41 46 54 62 75 91 97 96 103 95 n.m

Aluminium SFE 40 49 47 36 33 38 55 53 24 19 41 41 30
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Domestic vs. international prices  

Selective domestic prices have not reacted as strongly as 

global commodity prices. China corn prices rose 1% y-o-y in 

March vs. CME corn futures up 35% y-o-y.  This is partly due 

to a surge in import volume made in 2021.  

 

 

 

 

 

 

 

 

 

China corn import volume breakdown  

 

 

Source: China Customs, CEIC, DBS HK  

 

 

 
Commodity price changes % yoy (International market) 

 

 

Source: CEIC, DBS HK 
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2019 2020 2021
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Source Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct -21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22

Futures

Corn CME 54 92 119 105 82 70 43 35 37 36 18 18 35

Wheat CME 19 23 38 34 27 41 28 23 35 31 18 24 80

Soybean CME 63 74 87 69 59 52 28 17 8 7 2 15 19

Sugar ICE 34 61 62 46 49 51 55 37 32 31 16 7 20

Cocoa ICE 5 3 1 (2) 3 1 0 9 (7) (7) 1 3 (1)

Coffee CME 12 16 43 62 64 53 55 89 98 93 90 94 74

Live hog  (US) CME 52 127 79 135 118 85 32 14 15 17 20 23 10

Aluminium LME 36 59 67 56 52 51 63 64 37 34 50 57 61

Tin LME 79 90 111 94 96 99 95 109 112 101 90 65 62
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Gross margin trend vs. raw material price change (%)  

 

 

Source: Company, CEIC, WIND, DBS HK (Tingyi under review) 

  

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Dai r y  sector  gross margi n

Mengniu 27.0 30.8 31.4 32.8 35.2 37.4 37.6 37.7 37.5 38.0 38.6

Bright 34.2 34.2 35.6 38.1 32.8 32.9 30.9 25.5 27.1 25.0 n.a

Yili 28.7 32.5 36.1 37.9 37.3 38.3 37.5 36.2 37.6 37.7 37.8

China Modern Dairy 37.1 34.4 32.8 29.9 31.2 38.1 40.8 38.0 39.3 39.8

Raw mater i a l  pr i ces

Average raw milk price % yoy 12.1 (14.8) 0.6 0.2 (0.3) 5.4 3.6 13.4 (1.3)

Soybean meal (7.4) (23.9) 10.7 (0.1) 8.5 (10.5) 3.7 23.5 12.6

Corn (0.3) (4.3) (21.2) (6.5) 11.8 2.0 18.2 24.5 (1.8)

Change i n ppt

Mengniu 3.9 0.5 1.4 2.4 2.2 0.2 0.1 (0.1) 0.5 0.6

Bright (0.0) 1.4 2.5 (5.3) 0.1 (2.0) (5.4) 1.6 (2.1) n.a

Yili 3.8 3.6 1.8 (0.7) 1.0 (0.8) (1.3) 1.4 0.1 0.1

China Modern Dairy 37.1 (2.7) (1.6) (2.9) 1.3 6.9 2.7 (2.8) 1.3 0.5

Instant noodl e  and RTD beverages gross margi n

Ti ngy i 30.3 30.5 31.9 31.3 29.4 30.9 31.9 33.2 30.4 n.m n.m

Instant noodle 29.2 28.3 30.1 28.8 28.8 30.2 29.0 29.3 24.4 n.m n.m

RTD beverage 30.8 31.9 33.2 33.0 29.8 31.3 33.7 35.9 33.8 n.m n.m

UPC 33.3 32.5 36.8 34.4 31.6 33.5 36.0 35.4 32.6 31.9 32.4

Instant noodle 29.2 28.7 33.4 30.9 31.6 33.5 32.0 31.2 25.3 24.7 25.8

RTD beverage 35.8 35.8 39.3 37.6 34.7 37.0 39.9 39.7 38.6 37.9 38.1

Ni ssi n Foods 34.1 37.9 39.6 30.5 31.1 32.8 32.9 31.7 30.9 31.3

Raw mater i a l  pr i ces

Palm oil (21.6) (3.4) (15.6) 16.8 8.2 (14.9) (4.4) 24.2 53.8 53.7

Wheat (6.2) (13.9) (12.7) (14.0) 0.5 13.8 0.2 11.4 27.9 40.6

PET 9.3 0.7 (18.0) (0.2) 4.7 (0.6) (16.5) (10.0) 20.6 8.9

Sugar (12.7) (15.7) 15.5 12.8 11.5 (19.4) 2.2 1.1 3.9 8.1

Change i n ppt

Tingyi 0.2 1.4 (0.6) (1.9) 1.5 1.0 1.3 (2.8) n.m n.m

Instant noodle (0.9) 1.8 (1.3) 0.0 1.4 (1.2) 0.3 (4.9) n.m n.m

RTD beverage 1.2 1.3 (0.2) (3.1) 1.4 2.4 2.3 (2.1) n.m n.m

UPC (0.8) 4.3 (2.4) (2.9) 1.9 2.5 (0.6) (2.8) (0.7) 0.5

Instant noodle (0.5) 4.7 (2.5) 0.7 1.9 (1.5) (0.8) (5.9) (0.6) 1.1

RTD beverage 0.0 3.5 (1.7) (2.9) 2.3 2.9 (0.2) (1.1) (0.7) 0.2

Ni ssi n Foods 34.1 3.7 1.7 (9.1) 0.6 1.7 0.1 (1.2) (0.8) 0.4
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Gross margin trend vs. raw material price change (%)  

 

 

Source: Company, CEIC, WIND, DBS HK 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Pork sector gross marg in

COFCO Joycome 9.7 5.2 9.3 21.0 15.5 4.7 8.9 23.8 26.6 14.3 15.9

Raw materia l p rices changes % yoy

Average live hog prices % yoy (10) 13 25 (17) (15) 62 86 (40) (58)

Soybean meal (7) (24) 11 (0) 9 (11) 4 23 13

Corn (0) (4) (21) (6) 12 2 18 25 (2)

Change in ppt

COFCO Joycome (4.5) 4.2 11.6 (5.4) (10.8) 4.2 14.9 2.8 (12.3) 1.7

Kitchen foods gross marg in

YKA 11.1 8.4 10.2 11.4 12.3 8.2 8.9 9.8

Kitchen food 12.9 10.6 12.4 12.6 13.0 8.3 9.1 9.8

Feed ingredients and oil technology 7.3 4.7 6.6 8.7 10.7 7.4 8.2 8.9

Raw materia l p rice change % yoy

YKA (2) (3) 8 25 5 4

Kitchen food (7) (4) 11 18 4 4

Feed ingredients and oil technology 2 (9) 6 29 5 3

Change in ppt

YKA (2.7) 1.8 1.2 0.9 (4.1) 0.7 0.9
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Impact on dairy sector  

Solid market growth by key players. Based on Yili’s latest 

operating data, Jan Feb 22 preliminary sales rose 15% y-o-y, 

with net profit rising up to 20% y-o-y. This is driven by 

market share gains by key brands including Jin-Dian, 

Anmuxi, Gold Champion, Qiao Lezi, Zhen Xi, Changqing, 

MeiYiTian, Yili Children’s Cheese Sticks, etc.; of which, Gold 

Champion infant formula sales recorded a 30% y-o-y 

growth.   

 

Resilience thanks to high health proposition. Despite the 

recent challenges with the resurgence of COVID-19 in Mar 

22 in Guangzhou, Shanghai, Shandong, and Jilin, we expect 

the dairy sector to remain resilient with assurances of stable 

supply by the government.  

 

Raw milk prices have stayed largely stable despite rises in 

soybean prices. Raw milk prices declined 2% y-o-y to 

Rmb4.2/kg in Mar 22.  

 

Sensitivity analysis. If we assume an additional 5% increase 

in overall feed prices (vs. our assumption of a mid-single-

digit increase), our GP margin projects a 1-2ppt drop in 

FY22F/FY23F, and our earnings projection could be c.15% 

lower.  That said, China Mengniu and Yili’s margins have 

remained resilient against raw milk price volatility 

historically, thanks to product mix enhancement towards 

higher margin SKUs including premium UHT milk, milk 

powder, ice-cream etc. ‘ 

 
Gross margin trend vs. average raw milk prices 

 

 

Source: Company data, DBS HK estimate 

 

  
Price changes (% y-o-y) – March’22 

 

China Modern Dairy: Estimated breakdown of COGS 

 

  

Source: MARA, DCE, CEIC, DBS HK Source: Company data, DBS HK estimate 
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China Mengniu: Estimated breakdown of COGS  

 

Yili: Estimated breakdown of COGS  

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 

  
China Modern Dairy: GP margin sensitivity  

Assuming feed costs +/-5% 

 

China Modern Dairy: Net profit sensitivity  

Assuming feed costs +/-5% 

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 

  
China Mengniu: GP margin sensitivity  

Assuming dairy-related costs +/-5% 

 

China Mengniu: Net profit sensitivity  

Assuming dairy-related costs +/-5% 

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 
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Yili: GP margin sensitivity  

Assuming dairy-related costs +/-5% 

 

Yili: Net profit sensitivity  

Assuming dairy-related costs +/-5% 

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 
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Impacts on pork sector  

Feed cost trends. Feed cost accounts for c.46% in our 

estimated cost-mix for COFCO Joycome’s hog production 

business for 2022F. The combined feed cost for hog 

production rose 13% in China YTD, according to the 

National Development and Reform Commission (NDRC). 

While feed prices for hog production may remain at a high 

level in the near-term, the leading hog producers like 

COFCO Joycome should merely see a single-digit growth in 

its feed cost per kg of hog production this year, in our view, 

given its strong sourcing power and ongoing efforts to 

optimise feed composition through effective substitutes. 

Leveraging on the expertise of the COFCO Group in futures 

trading, COFCO Joycome could also exercise hedging 

strategies to further mitigate the risks posed by volatile feed 

prices ahead. 

 

Sensitivity analyses. We have currently factored in a mid-

single-digit growth in feed cost per unit in 2022F for COFCO 

Joycome, followed by a slight decline in 2023F. If we assume 

an additional 5% increase in overall feed costs as compared 

to our current estimate, our GP margin projected for the 

company could fall by 1.1ppt/1ppt to 13.2%/14.9% for 

2022F/2023F, and earnings projections could be 11%/9% 

lower for 2022F/2023F. As our forecasts for COFCO Joycome 

have already been adjusted to the latest situation and 

incorporating management’s cost control targets, the below 

sensitivity analyses are for indicative purpose only. 

 

Potential COVID impacts. Unexpected surges of COVID 

cases across various cities in China may further interrupt 

crop production and the supply chain, lifting corn/soybean 

meal prices further. Stringent COVID measures by the 

government could also affect near-term demand for the 

downstream business. For example, COFCO Joycome’s fresh 

pork and processed meat business may see sales pressure 

through B2B channels and self-operated stores in the near-

term, along with the temporary closure of restaurants and 

stores in selected cities that are placed under lockdown. 

 

Control over African Swine Fever (ASF). Occasional 

outbreaks of ASF and other infectious diseases continue to 

exist in certain hog farms but are well under control. COFCO 

Joycome should also see room for more than a RMB2/kg cut 

in unit costs, attributable to reductions in drug and mortality 

costs over the long run, as well as ongoing improvement in 

hog farming efficiency and disease prevention. 
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COFCO Joycome: Estimated breakdown of COGS of hog 

production in 2022 

 

China corn and soybean meal price trends 

 

  

Source: DBS HK, company data (COFCO Joycome also uses futures hedging 

to partially mitigate feed price risks) 
Source: CEIC, Dalian Commodity Exchange 

 

COFCO Joycome: GP margin sensitivity 

Assuming feed costs +/-5% 

COFCO Joycome: Net profit sensitivity 

Assuming feed costs +/-5% 

 

  

Source: DBS HK  Source: DBS HK 
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Soybean meal Corn

Cost  (y- o- y) 2022F 2023F

15% 11.1% 13.0%

10% 12.2% 13.9%

5% 13.2% 14.9%

0 14.3% 15.9%

-5% 15.3% 16.9%

-10% 16.4% 17.9%

-15% 17.4% 18.9%

Cost  (y- o- y) 2022F 2023F

15% -33% -28%

10% -22% -19%

5% -11% -9%

0 0% 0%

-5% 11% 9%

-10% 22% 19%

-15% 33% 28%
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Impact on instant noodle & beverages sector  

Commodity price pressure to cause impact in 1H22. Recent 

resurgence of COVID-19 should boost noodle volume 

temporarily in Mar 22. However, raw material cost surges, 

such as for palm oil and wheat, will have an impact on the 

margin. Despite price hikes made by key players, margin 

pressure may be more severe in 1H22 due to surges in 

palm oil prices. To offset cost pressures, noodle players are 

likely to shift productions to higher priced products.  

 

Sensitivity analysis. If we assume an additional 5% increase 

in the overall palm oil prices, our GP margin projects 0.1-

0.2ppt drop in FY22F/FY23F, and earnings projections could 

be c.1% and c.3% lower for Tingyi and UPC, respectively.  

 
Raw material price changes (% y-o-y) – March’22 

 

Source: DCE, Shanghai Futures Exchange, MARA, CEIC, DBS HK 

 

 

  
Tingyi: Estimated breakdown of COGS 

 

UPC: Estimated breakdown of COGS  

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 
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Tingyi GP margin sensitivity  

Assuming palm oil costs +/-5% 

 

Tingyi: Net profit sensitivity  

Assuming palm oil costs +/-5% 

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 

  
UPC: GP margin sensitivity  

Assuming palm oil costs +/-5% 

 

UPC: Net profit sensitivity  

Assuming palm oil costs +/-5% 

 

  

Source: Company data, DBS HK estimate Source: Company data, DBS HK estimate 
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-15% 33.4% 33.5%

Cost  (y- o- y) 2022E 2023E

15% -8% -8%

10% -5% -5%
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15% 31.6% 32.1%
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Impact on cooking oil and related condiments  

Raw material cost being the determinant. YKA's major 

business kitchen food includes food oil, rice and flour 

products, of which raw materials took up c.90% of COGS, 

and top-5 raw materials (soybean, rice, wheat, oil seed, palm 

oil) took up c.70% of COGS. We expect that soybean, rice, 

wheat, oil seed, and palm oil would represent 28%, 5%, 12%, 

14%, 11% of agricultural product procurements, 

respectively, in FY22. 

 

ASP lift to absorb cost pressure. Due to the continuous 

production and trade disturbance under the pandemic and 

geopolitics tension, we expect global raw material 

procurement costs will largely increase in FY22. If we 

assume another 5% increase in raw material costs in FY22, 

our GP margin projections for the company would become 

7.4% for 2022F and 8.2% for 2023F, and earnings projection 

could be 28%/23% lower for 2022F/2023F.  

 

Lingering COVID-19 could still lift home cooking. The 

epidemic situation is worsening in China recently, and 

lockdown policies in selected cities have also hindered 

restaurant operations. We expect sales of YKA’s small-

packaged oil, rice, and flour products that are mainly sold to 

retail customers will be boosted, while sales of bulk-pack 

products mainly sold to the food industry and restaurants 

could be weakened as home cooking increases.

 
YKA: Estimated FY22 breakdown of COGS China’s soybean price trend 

 

 

Source: Company data, DBS HK  

 

Source: Wind, DBS HK 

YKA: GP margin sensitivity  

Assuming agricultural raw material prices  +/-5% 

  

Cost (y-o-y) 2022F 2023F 

15% 5.9% 6.7% 

10% 6.7% 7.5% 

5% 7.4% 8.2% 

0% 8.2% 9.0% 

-5% 8.9% 9.7% 

-10% 9.7% 10.5% 

-15% 10.4% 11.2% 
 

YKA: Net profit sensitivity  

Assuming agricultural raw material prices  +/-5% 

  

Cost (y-o-y) 2022F 2023F 

15% -83.3% -69.4% 

10% -55.5% -46.2% 

5% -27.8% -23.1% 

0% 0.0% 0.0% 

-5% 27.8% 23.1% 

-10% 55.5% 46.2% 

-15% 83.3% 69.4% 
 

Source: DBS HK  Source: DBS HK 
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  28 Mar 2022 16:29:38 (HKT) 

Dissemination Date: 28 Mar 2022 18:23:26 (HKT) 
 
Sources for all charts and tables are DBS HK unless otherwise specified. 
 
GENERAL DISCLOSURE/DISCLAIMER 
 
This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK”). This report is solely intended for the clients of DBS Bank Ltd., DBS HK, 

DBS Vickers (Hong Kong) Limited (“DBSV HK”), and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS”), its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any 

means or (ii) redistributed without the prior written consent of DBS HK.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd., DBS HK,  DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors, 

officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any 

information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the 

research.  Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set 

out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any 

recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the particular 

needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for the 

exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no liability 

whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or reliance 

upon this document and/or further communication given in relation to this document. This document is not to be construed as an offer or a 

solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may 

from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may effect 

transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking 

services for these companies. 
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 
 
This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned 

schedule or frequency for updating research publication relating to any issuer.   
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described 

herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid 

entities), that: 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
 
Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to 

the commodity referred to in this report. 
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DBS Vickers Securities (USA) Inc (“DBSVUSA”), a US-registered broker-dealer, does not have its own investment banking or research 

department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking 

transaction in the past twelve months and does not engage in market-making.  

 

Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research Report. 

 

ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for  the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the 

entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for 

the content of this research report or his associate does not have financial interests2 in relation to an issuer or a new listing applicant that the 

analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in 

connection with the production of research reports.  The research analyst(s) responsible for this report operates as part of a separate and 

independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential information 

held by either the research or investment banking function is handled appropriately.  There is no direct link of DBS Group's compensation to 

any specific investment banking function of the DBS Group.   

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have proprietary positions in China Mengniu Dairy 

Co Ltd (2319 HK), Tingyi Cayman Islands Holding Corp (322 HK) and Uni-President China Holdings Ltd (220 HK) 

recommended in this report as of 23 Mar 2022. 

2. Compensation for investment banking services: 

DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the 

past 12 months for investment banking services from China Mengniu Dairy Co Ltd (2319 HK) and China Modern Dairy 

Holdings Ltd (1117 HK) as of 28 Feb 2022. 

 
3. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public 

offering of securities for China Modern Dairy Holdings Ltd (1117 HK) in the past 12 months, as of 28 Feb 2022. 

 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering 

of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US 

persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a 

transaction in any security discussed in this document should contact DBSVUSA exclusively. 

4. Disclosure of previous investment recommendation produced: 

DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment 

recommendations in respect of the same securities / instruments recommended in this research report during the 

preceding 12 months. Please contact the primary analyst listed on page 1 of this report to view previous investment 

recommendations published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the 

preceding 12 months. 

  

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of 

which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other 

than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new 

listing applicant.   
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RESTRICTIONS ON DISTRIBUTION 

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident 

of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation. 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian 

Financial Services Licence no. 475946. 

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services 

Licence under the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS 

Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK 

is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

Hong Kong This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong 

Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to 

carry out the regulated activity of advising on securities.  DBS Bank Ltd., Hong Kong Branch is a limited liability 

company incorporated in Singapore. 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 

from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 

with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 

are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 

respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 

related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 

herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services 

for the subject companies. They may also have received compensation and/or seek to obtain compensation for 

broking, investment banking/corporate advisory and other services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 

No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, 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, DBS Bank Ltd accepts legal responsibility for the 

contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS 

Bank Ltd at 6878 8888 for matters arising from, or in connection with the report. 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

 

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com] 

 

United 

Kingdom 

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority  
 
This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd (“DBSVUK”).  DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom. 
 
In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated 

in any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is 

directed at persons having professional experience in matters relating to investments. Any investment activity 

following from this communication will only be engaged in with such persons. Persons who do not have professional 

experience in matters relating to investments should not rely on this communication. 
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Dubai 

International 

Financial 

Centre 

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA 

Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person 

which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 
 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the 

"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of 

Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, 

PO Box 506538, DIFC, Dubai, United Arab Emirates.  
 

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. 

For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page. 
 

Where this communication contains a research report, this research report is prepared by the entity referred to 

therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not 

been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, 

whilst the information contained within is believed to be reliable, the information has not been independently verified 

by DBS DIFC. 
 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined 

under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article 

19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 
 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in 

connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly, 

the DFSA has not approved this communication or any other associated documents in connection with this investment 

nor taken any steps to verify the information set out in this communication or any associated documents, and has no 

responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication 

relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we 

nor the DFSA has determined whether they are Shari'a compliant in any way. 
 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. 

Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the 

contents of this document you should consult an authorised financial adviser. 

 

United States This report was prepared by DBS HK.  DBSVUSA did not participate in its preparation.  The research analyst(s) named 

on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The 

research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 

subject company, public appearances and trading securities held by a research analyst. This report is being distributed 

in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to 

Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified 

persons as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any 

securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 

professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 

DBS Bank (Hong Kong) Limited 

13 th Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong 

Tel: (852) 3668-4181, Fax: (852) 2521-1812 

  

http://www.dbs.com/ae/our--network/default.page.
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