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3Q26: Results Miss Expectations
Highlights

CTGDF’s 3Q26 results missed. Revenue declined 5% yoy, but net profit rose
25% yoy, driven by gross margin expansion, lower minority interests and non-
operating items.

Hainan offline duty-free sales growth slowed to 2% yoy in 3Q26 (vs +4% in
2Q26), with per capita spending flat yoy (+1% yoy in 2Q26). Meanwhile,
CTGDF’s international business continued to expand, with revenue growing
71% yoy in 9M26, following the acquisition of DFS’ Greater China retalil
business.

Maintain BUY:; cut target price by 11% to Rmb68.70.

3Q26 & 9M26 Results

Year to 31 Dec (Rmbm) 3Q26 3Q25 yoy chg (%) 9M26 9M25 yoy chg (%)
Total revenue 11,166 1,711 4.7) 38,821 39,862 (2.6)
Gross profit 3,796 3,749 12 13,171 12,973 1.5
Gross margin (%) 34.0 32.0 2.0 33.9 32.5 14
EBIT 805 809 (0.5) 4,369 4,202 4.0
EBIT margin (%) 72 6.9 0.3 1.3 105 0.7
Attributable net profit 564 452 246 3,670 3,052 20.3
Attributable net margin (%) 5.0 39 1.2 9.5 7.7 1.8
Core net profit 565 44 282 3,644 3,036 20.0
Core net margin (%) 5.1 38 1.3 9.4 7.6 1.8

Source: CTGDF, UOB Kay Hian

Analysis

3Q26 results missed. China Tourism Group Duty Free (CTGDF) reported
its 9M26 results. Revenue was Rmb38,821m (-3% yoy). Gross profit was
Rmb13,171m (+2% yoy), and gross margin was 33.9% (+1.4ppt yoy). EBIT
was Rmb4,369m (+4% yoy), with EBIT margin at 11.3% (+0.7ppt yoy). Net
profit was Rmb3,670m (+20% yoy), and net margin was 9.5% (+1.8ppt yoy).

Key Financials

Year to 31 Dec (Rmbm) 2024 2025 2026F 2027F 2028F
Net turnover 56,474 53,694 52,946 56,173 60,101
EBITDA 7,449 6,742 7,514 8,184 8,801
Operating profit 5,906 5,428 5,692 6,142 6,753
Net profit (rep./act.) 4,267 3,586 4,345 4,763 5,307
Net profit (adj.) 4,267 3,586 4,345 4,763 5,307
EPS (Fen) 206.3 173.3 209.4 228.9 255.0
PE (x) 244 29.0 240 220 19.7
P/B (x) 19 1.9 1.8 1.7 1.6
EV/EBITDA (x) 10.3 1.5 9.9 8.7 7.6
Dividend yield (%) 21 14 1.7 1.8 21
Net margin (%) 7.6 6.7 8.2 8.5 8.8
Net debt/(cash) to equity (%) (53.3) (50.3) (54.2) (57.2) (60.6)
Interest cover (x) n.a. n.a. n.a. n.a. n.a.
ROE (%) 7.8 6.5 7.6 7.8 8.3
Consensus EBITDA - - 47424 5,570.1 6,373.4
UOBKH/Consensus (x) - - 0.92 0.86 0.83

Source: CTGDF, Bloomberg, UOB Kay Hian
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Company Description

China Tourism Group Duty Free is one of the largest duty-
free operators in the world. It is principally engaged in the
duty-free travel retail business, including wholesale and retail
of duty-free products such as tobacco and wine, perfume and
cosmetics, accessories, clothing and electronic products. In
addition, the company is also engaged in the investment and
development of commercial complexes with duty-free
business as its core.
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e This implies that 3Q26 revenue was Rmb11,166m (-5%), 5% below
consensus. Gross profit was Rmb3,796m (+1% yoy), and gross margin was
34.0% (+2.0ppt yoy). Of which, the main business gross margin improved by
1.3ppt yoy. EBIT was Rmb805m (flat yoy), and EBIT margin was 7.2%
(+0.3ppt yoy), dragged by higher selling expenses (+1.9ppt yoy). Net profit
was Rmb564m (+25% yoy), 12% below consensus, and net margin was
5.0% (+1.2ppt yoy). The faster growth of net profit vs EBIT was mainly due
to: a) lower minority interests (as a percentage of revenue, -0.9ppt yoy); b)
lower asset impairment losses (as a percentage of revenue, -0.6ppt yoy); and
¢) higher investment income (as a percentage of revenue, +0.4ppt yoy),
partially offset a higher effective tax rate of 32.2% (vs 26.1% in 3Q25).

¢ Interim dividend payout ratio raised to 27%. The company declared an
interim dividend of Rmb0.40 per share, totaling Rmb831m and implying a
dividend payout ratio of 27% of 1H26 net profit (vs 20% in 1H25).

¢ Hainan duty-free sales growth slowed in 3Q26. According to Haikou
Customs, 3Q26 duty-free sales reached around Rmb5.5b, up 2% yoy (vs
+4% in 2Q26), with per capita spending flat yoy (+1% yoy in 2Q26). CTGDF’s
share of the Hainan offline duty-free market had increased by more than 2ppt
yoy as of end-3Q26. Meanwhile, CTGDF’s international business continued
to expand, with revenue growing 71% yoy in 9M26, following the acquisition
of DFS’ Greater China retail business (Hong Kong and Macau).

Earnings Revision/Risk

e We lower our 2026/27 earnings forecasts by 10%/14% respectively. We
lower our 2026/27 revenue forecasts by 6%/9% respectively. We raise our
2026/27 gross margin estimates by 0.4ppt/0.3ppt. We also raise our 2026/27
selling expenses ratio estimates both by 0.7ppt. Thus, our 2026/27 earnings
forecasts lowered by 10%/14% respectively.

Valuation/Recommendation

e Maintain BUY; cut target price by 11% to Rmb68.70. We roll over our
DCF-based target price to 2027 and cut our target price by 11% to Rmb68.70.
Our target price implies 32.2x 2026F PE and 28.6x 2027F PE. The stock
currently trades at 24.0x 2026F PE and 22.0x 2027F PE.
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Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F
Net turnover 53,693.6 52,9456 56,173.3  60,100.9 Fixed assets 62796 88234 91250 93894
EBITDA 67423 75137 81841 88007 Other LT assets 124777  12329.7 12,3764  12,501.0
Deprec. & amort. 1,314.0 18216 20420  2,047.7 Cash/ST investment 33,7812 37,2884 412948 457464
EBIT 54284 5,692.1 6,142.1  6,753.0 Other current assets 224443 202796 19,8307 194142
Associate contributions (69.0) 0.0 0.0 0.0 Total assets 749829 78721.0 82,6269 87,051.1
Net interest income/(expense) 776.8 689.8 663.3 753.0 ST debt 226.7 226.7 226.7 226.7
Pre-tax profit 53075 58964 64583  7,185.3 Other current liabilities 94202 91249 96826 10,352.7
Tax (1,617.9)  (1,233.0) (1,350.5) (1,502.5) LT debt 28487 28487 28487 28487
Minorities (103.4) (318.2) (344.7) (375.9) Other LT liabilities 1,361.7 1,361.7 1,361.7  1,361.7
Net profit 3,586.2  4,345.1 47631  5306.9 Shareholders' equity 55469.3 59,1845 62,188.1  65,566.1
Net profit (adj.) 35862  4,345.1 47631 53069 Minority interest 56563 59745 63192  6,695.1
Total liabilities & equity 749829 78,721.0 82,6269 87,051.1
Cash Flow Key Metric
Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F Year to 31 Dec (%) 2025 2026F 2027F 2028F
Operating 6,0586  7977.3  7,3088  7911.0 Profitability
Pre-tax profit 53075 58964 64583  7,185.3 EBITDA margin 126 14.2 14.6 14.6
Tax (1,617.9)  (1,233.0) (1,350.5) (1,502.5) Pre-tax margin 9.9 1.1 1.5 12.0
Deprec. & amort. 1,314.0 1,821.6 2,042.0 2,047.7 Net margin 6.7 8.2 8.5 8.8
Working capital changes (493.4) 1,952.0 1,061.3  1,158.1 ROA 47 5.7 5.9 6.3
Other operating cashflows 1,548.5 (459.6) (902.3) (977.5) ROE 6.5 76 78 8.3
Investing (3,475.3) (3,808.3) (1,603.3) (1,603.3)
Capex (growth) (1,273.1) ~ (3,805.0)  (1,600.0) (1,600.0) Growth
Others (2,202.3) (3.3) (3.3) (3.3) Turnover (4.9) (1.4) 6.1 7.0
Financing (3,182.0) (661.9) (1,699.1) (1,856.1) EBITDA (9.5) 114 8.9 75
Dividend payments (3,100.9) (1,4522) (1,759.6) (1,928.8) Pre-tax profit (13.7) 1.1 9.5 1.3
Proceeds from borrowings 708.1 (32.0) 60.5 72.7 Net profit (16.0) 212 9.6 1.4
Othersfinterest paid (789.1) 822.4 0.0 0.0 Net profit (adj.) (16.0) 21.2 9.6 114
Net cash inflow (outflow) (1,028.6)  3,507.1 4,006.5  4,451.6 EPS (16.0) 208 9.3 114
Beg_inning cash & cash 34,773.2 33,781.2 37,2884 41,294.8
(e)(z:elz\r’?rl]z?wtetary funds 36,6 0.0 0.0 09  -everage
Ending cash & cash equivalent 337812 372884 412048 457464  Dobtlototalcapial 53 51 48 46
Debt to equity 5.6 5.4 5.1 48
Net debt/(cash) to equity (50.3) (54.2) (57.2) (60.6)
Interest cover (x) n.a. n.a. n.a. n.a.
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full.
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