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Mixue Group (2097 HK)

A defensive yet high-growth consumer play

1H25 revenue soared 39.3% YoY in a highly competitive market

Mixue has delivered a stellar performance in 1H25, underscoring the resilience of its
high-volume, low-margin business model against a backdrop of softening consumer
sentiment. The company reported total revenue of Rmb14.87bn, up 39.3% YoY. This
growth was primarily driven by the expansion of its global store network and increased
sales of ingredients and equipment to franchisees. GP increased 38.3% to Rmb4,706m,
with GPM for goods and equipment sales slightly decreased to 30.3% due to higher RM
costs, while franchise services margin improved to 82.7%. Other income and gains
nearly doubled to Rmb159m, mainly from higher interest income and government
subsidies. Net profit surged by 44.1% YoY to Rmb2.7bn. Notably, the NP growth rate
outpaced revenue growth, indicating significant operating leverage. As the store count
grows, the marginal cost of supporting each new franchise unit decreases, boosting
overall profitability. As of end-1H25, the company held a massive cash position of
Rmb17.6bn (including term deposits), a 58.5% increase from end-FY24. This strong
liquidity position empowers Mixue to continue its aggressive expansion without relying
on external debt, a critical advantage in a high-interest-rate environment.

Vast Untapped Market Potential Remains

As of 30 June 2025, Mixue Group operates a staggering 53,014 stores globally,
cementing its status as the world's largest freshly-made beverage player by store
count. The company added a net 6,534 stores in 1H25 alone. This relentless pace
creates an unparalleled barrier to entry based on sheer ubiquity and brand visibility. In
Mainland China, Mixue continues to dominate lower-tier markets, with 57.6% of its
stores situated in third-tier cities and below. The potential for further saturation
remains, as the brand has yet to enter 84% of China's administrative townships.

Lucky Cup coffee brand as the second growth engine

A pivotal development for investors is the maturation of Mixue's coffee brand, Lucky
Cup, which has now surpassed the 10,000-store milestone. Positioning itself in the
Rmb5-10 price range, Lucky Cup undercuts major competitors like Luckin and Cotti. It
targets a distinct demographic—students and workers in lower-tier cities who find
RMB 15-20 coffees prohibitive. Lucky Cup also leverages Mixue’s existing cold chain
logistics and fruit supply chain to offer "fruit-infused coffees" (e.g., Coconut Latte),
which have proven highly popular and offer better margins than standard Americanos.
The success of Lucky Cup proves that Mixue's management can successfully replicate
their playbook in adjacent categories. The coffee market in China offers a massive total
addressable market (TAM), and Lucky Cup serves as a powerful second engine for
growth, diversifying revenue streams beyond tea.

A defensive consumer play yet with expected high growth

In our view, in an era of cautious spending, Mixue acts as a safe haven. Its average ticket
size of RMB 6-8 positions it perfectly to capture consumers trading down from premium
brands. Unlike high-end peers like Nayuki (2150.HK, NR), which have eroded margins
to compete on price, Mixue's cost structure is engineered for this exact price point. It
thrives on the "substitution effect" - as disposable incomes shrink, the demand for
affordable indulgences rises. Mixue is also arguably a supply chain logistics company
disguised as a beverage chain. With five major production bases, Mixue produces 100%
of its core ingredients in-house. This allows it to decouple from market price
fluctuations that hurt competitors. The company's massive lemon sourcing base in
Chongqing allows it to secure lemons at a fraction of the market cost through contract
farming. These logistics capabilities are not easily replicable by its competitors.

Compelling entry point for LT investors despite premium valuation
Mixue trades at a FY25 PE ratio of 24.2x, commanding a premium over peers like
ChaPanda (11.2x). This premium is justified by its superior growth profile (+39.3%
revenue growth vs. ChaPanda's +4.3%) and its dominant market position. Investors are
paying for the certainty of execution and the unparalleled "moat" of its supply chain.
The stock is currently trading approximately 34% below its 52-week high of
HKS 618.50.9 This correction offers a compelling entry point for long-term investors.
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Figure 1 Peers table (as of 17 Dec 2025 closing price)
3-mth  P/E(x) FY1-FY3  FY1 Div Yld (%) P/B (x) ROE (%) ROIC  Share px chg (%)
Mkt cap avg t/o EPS Cagr Hist
Company Ticker Price  (US$m) (US$m) FY1 FY2 (%) PEG(x) FY1 FY2 Hist  FY1 Hist  FY1 (%) 1-mth 3-mth 12-mth
HSI 25,469 123 1141 1.2 1.10 3.1 3.3 135 1.34 105 105 (3.5) (54) 29.3
HSCE 8,844 11.3  10.2 12.0 0.95 29 31 126 1.27 114 11.0 (5.2) (7.8) 245
CSI300 4,580 16.0 14.0 13.9 1.16 25 2.7 176 1.73 10.2 108 (04) 06 16.8
Sector Average 188 17.2 13.9 14 194 23 33 53 309 301 256 (22) (10.) (29.7)
Sector Median 19.9 19.2 14.5 1.4 4.5 15" 2.0 55" 234 298 20.7 (2.4) (14.4) (29.7)
Mixue Group-H 2097 HK 409.60 19,989 277 242 211 14.9 1.62 1.0 1.5 8.93 6.53 348 305 328 (06) 26 NA
Guming Holdings 1364 HK 24.64 7,533 213 212 197 14.0 1.52 4.5 23 NA 12.07 1116 712 870 152 154 NA
Sichuan Baicha-H 2555 HK 7.09 1,347 19 112 102 9.2 1.22 6.7 7.8 250 221 142 201 13.1 (1.3) (19.7) (31.5)
Auntea Jenny S-H 2589 HK 92.45 1,250 6.1 186 156 17.6 1.06 84.8 0.0 NA 555 325 298 28.2 (12.4) (30.5) NA
Tenfu Hidgs Co 6868 HK 2.70 376 00 NA NA NA NA NA NA 153 NA 68 NA 50 (3.6) (106) (27.8)
Nayuki Holdings 2150 HK 1.04 228 05 NA 192 NA NA 00 00 042 039  (146) (1.1) (123) (10.3) (18.1) (29.7)
Source: Company data, Crosby Securities
Summary financials
Yr ended 31 Dec FY 2022 FY 2023 FY 2024 Yr ended 31 Dec FY 2022 FY 2023 FY 2024
Income Statement (CNY'm) Cash Flow Statement (CNY'm)
Revenue 13,576 20,302 24,829 Net Income 1,997 3,137 4,437
YoY% 31.2 49.6 22.3 Dep & Amort. 184 268 419
Gross profit 3,847 5,999 8,060 Working capital changs 228 243 1,077
YoY% 18.6 55.9 34.4 Other adjustments 22 146 76
EBITDA 2,785 4,361 6,082 Cash From Operations (CFO) 2,431 3,794 6,009
YoY% 6.4 56.6 39.5 YoY% 43.6 56.1 58.4
Net profit 1,997 3,137 4,437
YoY% 45 57.1 41.4 Capex (1,260) (1,691) (1,450)
EPS (Fully diluted) 5.550 8.710 12.320 Otherinvestments (942) 865 (5,569)
YoY% 4.3 56.9 41.4 Cash From Investing Activities (2,202) (825) (7,019)
DPS 0.290 0.278 0.000 Free Cash Flow (CFO - Capex) 1,171 2,103 4,559
YoY% 0.0 (4.2) (100.0) YoY% 58.2 79.6 116.8
Balance Sheets (CNY'm) Net change in debts 139 105 (294)
Cash & Cash Equiv 2,764 5,622 4,335 Shares issue & buyback (net) 0 0 0
ST Investments 1,801 640 3,481 Dividends (104) (100) 0
AR 15 28 26 Others (175) (115) 17
Inventories 1,541 2,232 2,215 Cash from Financing Activities (140) (111) (277)
Other current assets 435 626 1,839
Total Current Assets 6,556 9,148 11,896 Opening cash 2,676 2,764 5,622
PP&E 2,147 3,817 5,700 Net Changes in Cash 88 2,858 (1,287)
LT Investments 11 10 7 Closing cash 2,764 5,622 4,335
Other Non-curr assets 1,231 1,618 2,181 Ratios
Total Non-Current Assets 3,389 5,445 7,887 Gross margin 28.3% 29.5% 32.5%
Ebitda margin 20.5% 21.5% 24.5%
Payables & Accruals 1,921 3,143 4,105 Net margin 14.7% 15.5% 17.9%
ST Debts 219 332 52 Payout 5.2% 3.2% 0.0%
Othe current Liabilities 198 259 360 Effective tax 24.3% 23.3% 23.3%
Total Current Liabilities 2,339 3,734 4,517
LT Debts 63 54 41 Ebit margin (%) 19.6 20.5 23.4
Othe LT Liabilities 65 209 165 Interest burden (x) 1.00 1.00 1.00
Total Long-Term Liabilities 127 264 206 Tax budren (x) 0.75 0.76 0.76
Asset turnover (x) 1.57 1.65 1.44
Shareholders' Equity 7,454 10,507 14,956 Leverage (x) 1.33 1.37 1.35
Minority interests 25 88 105 ROE 30.7% 34.9% 34.8%
Total Equity 7,479 10,595 15,061 ROIC 28.9% 33.1% 32.8%
Total Debts 282 386 93 Total debts / Total Capital 3.6% 3.5% 0.6%
Net cash / (debts) 2,483 5,236 4,243 Net debts / SH Equity Netcash Netcash Netcash
Source: Company data, Crosby Securities
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The information and opinions in this report were prepared by Emperor Securities Limited and Crosby Securities Limited and/or its affiliate(s) (collectively,
hereinafter “Emperor and Crosby”) and the research analyst(s) named in this report.

Analyst Certification Disclosure

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that
the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared
in an independent manner, including with respect to Emperor and Crosby, and (2) no part of his or her compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed by that research analyst in the research report.

Each research analyst primarily responsible for the content of this research report further confirm that (i) neither they nor their respective associates (as defined
in the Code of Conduct issued by the Hong Kong Securities and Futures Commission) 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 the report; (ii)) neither they nor their respective associates serve as an officer of any of the Hong Kong
listed companies covered in this report; and (iii) neither they nor their respective associates have any financial interests in the stock(s) covered in this report.

Stock Ratings Disclosure:

Fundamental Rating System

Our Fundamental Ratings are based on our estimated potential total return for the stocks over a 12-month time horizon. Potential total return is the sum of
(1) share price upside or downside express in percentage plus (2) gross dividend yield over the next 12 months.

Buy (B): The stock’s potential total return is expected to be over 10%/15% for Large Caps/Small&Mid Caps, respectively.
Neutral (N): The stock’s potential total return is expected to be ranging from -10% to 10%/15% for Large Caps/Small&Mid Caps, respectively.
Sell (S): The stock’s potential total return is expected to be less than -10% over the next 12 months.

Tactical Call Rating System

Our Tactical Calls are based on short-term share-price catalyst(s), technical factor(s) and/or quantitative analysis for a time horizon of 3 months. Our Tactical Calls
could be on companies not covered by our fundamental rating system or contrary to our fundamental ratings of the same companies.

Tactical Buy (TB): The stock’s potential total return is expected to be over 20%.
Tactical Sell/Short (TS / TSH): The stock’s potential total return is expected to be less than -20%.

Closure/Expiry of Tactical Call: Our Tactical Call(s) will be considered closed or expires when (1) the share price(s) of our tactical Call(s) reaches either the Take-
Profit or Cut-Loss levels after the initiation of the Tactical Call(s); or (2) after 3 months from the initiation of the Tactical Call(s), whichever comes earlier.

Not Rated (NR): Stocks that we have no Fundamental or Tactical Call rating

Under Review (UR): An indication of the stock's target price and/or rating are subject to possible change in the near term, usually in response to an event that
may affect the investment case or valuation.

We generally define LargeCaps as companies with a total market capitalization of USS5bn or above, while those with total market capitalization below this level
are defined as Small&Mid Caps.

Due to daily price volatility, actual total market capitalization of stocks of defined size categories may temporarily deviate from the above thresholds and potential
total return of stocks covered by our Fundamental Rating System may temporarily be inconsistent with the defined potential total return associated with the
assigned fundamental ratings.
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This report has been prepared based on information available to the public that we consider reliable, but Emperor Securities Limited and Crosby Securities Limited
(“Emperor and Crosby”) has not independently verified the contents hereof and does not represent or warrant, expressly or impliedly, that it is fair, accurate,
timely, reasonable or complete and it should not be relied on as such The information and opinions contained herein are for investors’ reference only and do not
take into account the particular investment objectives, financial situation or needs of individual clients, and does not constitute an offer to buy or sell or a
solicitation of an offer to buy or sell the securities or other financial products or provide any investment advice or service. Under no circumstances shall the
information contained herein or the opinions expressed herein constitute a personal recommendation to anyone.

Emperor and Crosby may have positions in and may effect transactions in the securities of company(ies) referred to in the research report and may also perform
or seek to perform investment banking or financial advisory services for those companies. Investors should aware that there is a possible conflict of interest that
would affect the objectivity of the research reports attached herein. Emperor and Crosby and our officers, directors and employees, excluding equity and credit
analysts, may from time to time have long or short positions in, act as principal in, and buy or sell, the securities or other financial products, if any, referred to in
this report.] Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and
other aspects before participating in any transaction in respect of the securities of company(ies) covered in this report. None of Emperor and Crosby, its
shareholders or any of its or their related personal shall be liable in any manner whatsoever for any loss or consequences howsoever arising from any use of or
reliance on this document or any of its contents or otherwise in connection therewith.

The information contained in this report, as well as the opinions, valuations, ratings, estimates and forecasts are subject to change and may be amended from
time to time without any notification. Past performance is not a reliable indicator of future performance. At different period, Emperor and Crosby may release
reports which are inconsistent with the opinions, valuations, ratings, estimates and forecasts contained herein.

Emperor and Crosby’s salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent
with, and research different conclusion from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different
assumptions, views and analytical methods of the persons who prepared them, and Emperor and Crosby is under no obligation to ensure that such other trading
ideas or recommendations are brought to the attention of any recipient of this report. Emperor and Crosby’s asset management areas, proprietary trading desks
and other investing business may make investment decisions that are inconsistent with the recommendations or opinions expressed in this report.

THIS DOCUMENT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT. IT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE REPRODUCED,
REDISTRIBUTED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY PURPOSE. NEITHER THIS
DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMISTTED OUTSIDE OF HONG KONG. THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS
MAY BE RESETRICTED BY LAW, AND PERSONS IN TO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY
SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS.

This report is distributed in Hong Kong. The research report herein are not provided to and may not be used by any person or entity in any jurisdiction where the
provision or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or regulatory or self-regulatory organization or
clearing organization or where Emperor and Crosby is not authorized to provide such information or service.

Copyright of this report belongs to Emperor and Crosby. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited
without Emperor and Crosby’s written permission.
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