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Valuation / Recommendation 

Meituan, the bellwether of the Hong Kong market, has plunged 50.7% from a 

high of HK$401.4 in February 2021 following a regulatory crackdown on 

technology companies. It is an opportune time to accumulate the stock with the 

relaxation of the total lockdown in China starting in June 2022. Meituan 

deserves a premium rating on its (i) focus and progressive management team 

and (ii) higher break-up value of its three distinct business divisions. The sum-

of-the-parts (SOTP) valuation reveals that the stock has an upside potential of 

28.4% with a fair value of HK$253.94 

Investment Highlights 

Food delivery is staging a turnaround following the relaxation of the total 

lockdown policy, particularly in top-tier cities where Meituan has the largest 

market share. In late May, Meituan is experiencing a strong and positive pick-

up in order volume. We recall that in 1QFY22, the growth of both order 

volume (up 15.8% yoy) and average order value (AOV) was overwhelmingly 

encouraging before it hit a snag in 2QFY22 on the covid outbreak. For 

2HFY22, we expect the growth of average order volume to be high in the high 

teens. However, the AOV will be flattish or lower as more restaurants with 

lower ASPs are back into the delivery business after the lockdown period. 

Likewise, the Gross Transaction Value (GTV) is expected to improve while the 

take rate should climb on fewer subsidies granted, along with higher order 

volume. In FY23, we expect the GTV to improve by 26% yoy to RMB953 bn 

on better macro conditions and higher-order frequency. The take rate is 

forecasted to improve from 14.0% to 14.8% in FY23 with the ongoing cost 

optimization program. EBIT should top RMB13.9 bn, a 33.5% yoy growth for 

FY23.  

In-store, hotel & travel divisions suffered the most from this pandemic 

outbreak, taking longer time to recover. Stricter travel mandates are still in 

place despite the relaxation of lockdown. Tourists are not keen to travel 

extensively in China for the rest of the year and hence, we expect the revenue 

will drop 13.9% in FY22 despite positive revenue growth in 1QFY22. Business 

can only be normalized in FY23. We concur with the management view that 

the segment will resume CAGR growth of 25% per annum with an operating 

margin of around 45% for the next five years.   

INVESTMENT STATISTICS FY20 FY21 FY22F FY23F FY24F 

Revenue (RMB bn)  114,794   179,128   197,622   275,000   328,564  

EBIT (RMB bn)  159   (18,126)  (11,829)  14,350   39,168  
EBIT (%) 0.1% -10.1% -6.0% 5.2% 11.9% 

EBITDA (RMB bn)  4,708   (23,536)  (15,949)  9,590   33,928  

EBITDA (%) 4.1% -13.1% -8.1% 3.5% 10.3% 

Pre-tax Profit (RMB bn)  4,438   (23,566)  (16,449)  9,090   33,428  

Net Profit (RMB bn)  4,708   (23,536)  (16,649)  8,181   26,742  

EPS (HK$)  0.94   (4.49)  (3.15)  1.55   5.05  

BV Per Share (RMB) 16.6 20.5 17.6 18.9 23.2 

PE (x)  211.3   (44.1)  (62.9)  127.9   39.1  

Net Gearing (%) Cash Cash  Cash Cash Cash  

ROE (%) 5.0% -21.1% -14.2% 7.2% 20.5% 

 

 

 

 

 

     

 

Business Overview 

 
Meituan operates a web-based shopping platform for 

consumer products and retail services. Meituan 

connects consumers and businesses to provide online 
eating delivery services while also engaging in the 

operation of a bike-sharing app, Mobike. Meituan also 

provides community group buying (CGB) services 
through Meituan Select. Meituan has three major 

business divisions, namely, food delivery, in-store 

hotel & travel, and CGB and other new initiatives. 
 

Stock Return Information 

Hang Seng (pts) 21,643.58 

Expected Share Return (%) 28.4 

Expected Dividend Yield (%) - 

Expected Total Return (%) 28.4 

  

Share Information 

Market Cap (HK$ bn) 1,224 

Issued Shares (m)   6,193 

52W High (HK$) 302.0 

52W Low (HK$) 103.5 

Estimated Free Float (%) 76.2 

Beta vs Hang Seng  1.8 

3-month Average Vol. (bn) 0.7 

  

Top 3 Shareholders (%) 

Tencent Holdings Ltd 19.27 

Baillie Gifford & Co 4.95 

BlackRock Inc 4.79 

  
 

Price Performance 1M 3M 12M 
 

Absolute (%) 
 

-5.7 
 

25.4 
 

-26.6 
 

Relative to Index (%) 
 

-4.0 
 

26.5 
 

-6.4 
 

 

  

Source: Bloomberg 
 

Sources: Mercury Securities, Company 
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Peer Comparison 

  

Sources: Mercury Securities, Company 

Sources: Mercury Securities, Bloomberg 

New initiatives business. Though being a late comer into the Community 

Group Buying (CGB) business, Meituan manages to rival the market leader, 

Pinduoduo, and secured an equally 35% market share, emerging as a 

formidable force.   CGB has good growth potential with an estimated GMV 

of RMB900 bn in 2025. The regulatory crackdown and harsh operating 

environment that resulting the  closure of smaller operators have helped 

Meituan solidify its market leader position, narrowing its losses and 

quickening its breakeven cycle.   Before the covid outbreak in 1QFY22, 

order volume and GTV growths were 85% YoY and 110% YoY on better 

AOV, higher-order density, and improved delivery efficiency. Strong 

revenue growth of 50% is expected to resume in FY23. Along with the cost 

optimization program to improve margin, we should expect a significant 

turnaround in CGB business with a small positive EBIT of RMB1 bn in 

FY24. 

Risk factors. (i) The biggest risk factor is that investments in new initiatives 

may not be turnaround sooner than expected. (ii) Stringent rules and stricter 

labor rights dampened its profit margin. (iii) A weaker-than-expected 

recovery may dampen its revenue growth. (iv) Competition from market 

leaders like Alibaba and Pinduoduo especially in the CGB market may put 

pressure on its market share and profit margin.    

Using SOTP valuation, we break the business into 3 divisions, namely food 

delivery, in-store hotel & travel, and, CGB and other initiatives. The food 

delivery business is valued at RMB353bn at FY23 EV/Sales of 2.5x 

compared with the industry EV/Sales of around 1.3x to 4x. For in-store, 

hotel & travel, we use an adjusted EBIT of RMB16.9bn at a P/E of 27x 

against its revenue growth of 36% in FY23, and thus, the HK$456 bn 

valuation is justified. Again, CGB and new initiatives business will be 

valued at FY23 EV/Sales of 2.5x against sales of RMB96bn, giving rise to a 

valuation of HK$240bn. Since Meituan has one of the most focused and 

progressive management teams that constantly exceeds expectations plus the 

fact that Meituan is worth higher as a separate three business divisions, we 

attach a reasonable 15% premium to its valuation. At an equity value of 

HK$1,573 bn, the stock is worth HK$253.94, an upside of 28.4%.   

Sum -of-Part Valuation (RMB bn) 

Food Delivery: Sales of FY23 of RMB141 bn X EV/Sales of 2.5X 353 

In-store, Hotel & Travel: Adjusted EBIT of RMB16.9 bn X P/E of 27X 456 

CGB : Sales of FY23 of RMB96bn X EV/Sales of 2.5X 240 

Enterprise Value  1,049 

Add Net Cash 120 

Equity Value 1,169 

Attached a 15% premium on management and break-up value 1,344 

Equity Value in HK$ bn 1,573 

Number of Shares (bn) 6.2 

Fair Value / Share (HK$) 253.94 

Sources: Company, Mercury Securities 

 

15%

35%35%

15%

Figure 1: CGB market share 2022 Forecast

Others Meituan Select Duoduo Maicai Taocaicai

Source: Mercury Securities 

 App owned by:  Meituan Select = Meituan,  Duoduo Maicai 

=Pinduoduo,  Taocaicai = Alibaba  
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Income Statement 

FY ended 31 December (RMB bn) 2020 2021 2022 2023 2024 

Food Delivery 66,264.5 96,311.9 105,622.1 140,999.7 164,278.2 

In-store, Travel & Hotel 21,252.0 32,530.0 28,000.0 38,000.0 41,800.0 

Community Group Buying and new initiatives  27,277.0 50,286.0 64,000.0 96,000.0 124,800.0 

Total Revenue 114,793.5 179,128.0 197,622.1 274,999.7 330,878.2 

Food Delivery 2,833.3 6,174.6 6,421.0 13,900.0 19,568.0 

Instore, Travel and Hotel 8,180.9 14,093.0 11,200.0 16,900.0 18,600.0 

Community Group Buying and new initiatives  -10,855.0 -38,393.8 -29,450.0 -16,450.0 1,000.0 

Total EBIT 159.2 -18,126.2 -11,829.0 14,350.0 39,168.0 

Unallocated items 4,170.8 -5,001.0 -5,120.0 -5,760.0 -6,240.0 

Adjusted EBIT 4,330.0 -23,127.2 -16,949.0 8,590.0 32,928.0 

Adjusted EBITDA 4,707.6 -23,536.0 -15,949.0 9,590.0 33,928.0 

Pre-tax Profit  4,437.8 -23,566.0 -16,449.0 9,090.0 33,428.0 

Income Tax  269.7 30.3 -200.0 -909.0 -6,685.6 

Net Profit 4,707.5 -23,535.7 -16,649.0 8,181.0 26,742.4 

Diluted EPS (HK) 0.94 -4.49 -3.15 1.55 5.05 

Number of Shares 5,885 6,136 6,193 6,193 6,193.0 

Key Assumptions:       
Food Delivery       
Number of Transaction (m) 10,147.4 14,367.6 15,449.0 19,232.6 22,795.8 

Average GTV (RMB) 48.2 48.9 49.0 49.6 49.7 

GTV (RMB bn) 488.9 702.1 757.0 952.9 1,132.9 

Take Rate (%) 13.6% 13.7% 14.0% 14.8% 14.5% 

Sales Growth (%) 20.8% 45.3% 9.7% 33.5% 16.5% 

EBIT Margin (%) 4.3% 6.4% 6.1% 9.9% 11.9% 

In-store, Hotel and Travell      
Sales Growth 17.7% 53.1% -13.9% 35.7% 10.0% 

EBIT Margin (%) 38.5% 43.3% 40.0% 44.5% 44.5% 

CGB and new initiatives      
EBIT Margin (%) -39.8% -76.4% -46.0% -17.1% 0.8% 

Sales Growth 33.6% 84.4% 27.3% 50.0% 30.0% 

Sources: Company, Mercury Securities 

Company Bloomberg Share  Market EV / Sales EV/Sales Sales EPS EPS P/E P/E EPS 

  Ticker Price  Cap  2022 2023 Growth 2022 2023 2022 2023 Growth 

    (local) (US$ m) (X) (X) 2023  (local) (local)  (X) (X) 2023 

Food Delivery                       

DoorDash DASH US 69.36  27,569  3.8 3.1 23.9% -1.7 -1.1 -41.8 -64.2 -34.9% 

Domino Pizza DPZ US 397.57  14,330  4.3 4.0 7.3% 12.8 15.1 31.2 26.3 18.5% 

Uber  UBER US 21.50  42,219  1.7 1.3 21.2% -3.4 -0.1 -6.4 -195.5 -96.7% 

Industry Average      84,118  2.3 1.8 24.9% 
 

  -12.5 -7.7 62.1% 

Travel             
 

       

Airbnb ABNB US 92.88  59,969  6.4 5.4 18.6% 1.9 2.4 50.2 38.7 29.7% 

Booking BKNG US 1,750.86  71,126  3.9 3.4 15.2% 75.0 123.9 23.4 14.1 65.2% 

Expedia EXPE US 93.87  14,747  1.6 1.4 15.1% 5.0 7.5 18.8 12.5 50.0% 

Industry Average      145,842  3.8 3.2 16.0% 
 

  32.3 20.6 57.1% 

CGB              
 

       

Alibaba Group BABA US 119.12 322,924 1.9 1.7 12.8% 6.9 7.5 17.2 15.9 7.9% 

Pinduoduo  PDD US 61.69 78,000 4.0 3.2 24.2% 1.6 2.2 39.8 28.6 39.4% 

Industry Average     400,924 2.1 1.9 14.2%    19.4 17.4 10.9% 

Meituan 3690.HK 197.70 159,166 4.6 3.3 0.4  -3.1 5.1 -62.9  127.9 n/a 

 



 

 

 

DISCLAIMERS AND DISCLOSURES 

 

Disclaimers  

This report is prepared primarily for the use of Mercury Securities’ clients in Malaysia and not for publication purposes, should not 

be reproduced, altered in any way, transmitted to, copied, or distributed to any other party in whole or in part in any form or manner 

without the prior express written consent of Mercury Securities. Mercury Securities, companies and individuals related to it accept no 

liability whatsoever for the actions of third parties in this respect. 

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be 

considered or intended as an offer to sell or a solicitation of an offer to buy the stocks or securities referred to in the report. Investors 

should note that the price, values, or fundamentals of any securities may fluctuate over time. Past performance of any securities may 

not be an accurate guide to its future performance.  

This report is not intended to provide personal investment advice and does not take into account the investment objectives, financial 

situation and risk appetite of persons who may receive or read this report. Investors are advised to trade at their own absolute 

discretion, and to seek financial, legal, and other pertinent professional advice regarding the appropriateness of investing in any 

securities or the investment strategies discussed or recommended in this report. 

Any information, views, opinions, recommendations, and advice in this report are given in good faith but without any legal 

responsibility or liability to Mercury Securities and connected parties. Information contained in this report has been obtained from 

public sources believed to be reliable, but such sources are not independently verified by Mercury Securities and consequently no 

representation is made as to the accuracy or completeness of this information, and it should not be relied upon as such. The views, 

recommendations and opinions in this research report are our own as of the date hereof and are subject to change without prior notice. 

Mercury Securities expressly disclaims any obligation to update or revise any views, recommendations, forward looking statements, 

and forecasts in a timely manner to reflect new information, events or circumstances after the date of this report publication or to 

reflect the occurrence of unanticipated events. Our views and recommendations are based on our own analysis of publicly available 

information. A subject company’s fundamentals and prospects are subject to various risks and uncertainties that could cause its actual 

performance to differ from our opinion. 

As such, Mercury Securities and its directors, officers, associates, connected parties and employees shall not be liable for any direct, 

indirect or consequential losses or damages that may arise from the use of or reliance on this research report.  

Disclosures  

Mercury Securities Sdn Bhd Registration No. 198401000672 (113193-W) is a Participating Organisation of Bursa Malaysia 

Securities Berhad and a principal holding a Capital Markets Services Licence (“CMSL”) issued by the Securities Commission (“SC”) 

of Malaysia. Its research analysts hold a Capital Markets Services Representative’s Licence (“CMSRL”). Principals holding a CMSL 

and representatives holding a CMSRL are regulated by SC in accordance with the Capital Markets and Services Act 2007 (“CMSA”). 

Mercury Securities, companies or individuals connected with it may have used research material before publication and may have 

positions in or may be materially interested in any stocks or securities in the markets mentioned. Some of the subject companies 

covered by Mercury Securities for research purposes may be a client of Mercury Securities in the past, current or may be a potential 

client in the future. Possible business dealings may include, but is not limited to share trading, market making, underwriting, 

corporate finance and corporate advisory services. 

  



 

RECOMMENDATION RATING 
 

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, 

the recommendation rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation 

rating as the analyst may not follow the stocks adequately.    

Mercury Securities has the following recommendation rating: 

 

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including 

dividend yield)  

HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months 

(including dividend yield) 

SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including 

dividend yield) 
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