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Natural Food (1837 HK) NOT RATED
Share Price HK$1.71
A Well-recognised Chinese Dietary Nutrition Brand Target Price n.a.
. . Upside n.a.
Highlights
e We visited Natural Food’s headquarter in Shenzhen. The company is a well- Analyst(s)
recognised Chinese dietary nutrition brand. It has been undergoing omni- Kate Luang
channel restructuring post-COVID-19 and saw improved sales conversion for kate.luang@uobkh.com
its offline counters, rapid sales growth of its offline shelves and improving +852 2826 4837
operating margin for its online channels. Gigi Cheuk
e It saw robust growth momentum in 1H26, with a notable sales growth of 47.3- gigi.cheuk@uobkh.com
48.5% yoy during CNY 2026, and is on track to achieve its target of a 15% +852 2236 6794
revenue growth and 20% net profit growth in 2026.
e It plans to raise dividend payout (43%/51% in 2024-25) in the future, backed  stock Data
by its solid balance sheet (~70% net cash to equity ratio with no debt) and  cgsector Consumer Staples
strong cash flow generation. Bloomberg ticker 1837 HK
Shares issued (m) 2,189
An a|ysi s Market cap (HK$m) 3,742
. Well ised Chi diet trition b d.S rted by its inh Market cap (US$m) 487
ell-recognise inese dietary nutrition brand. Supported by its inhouse avg daily tover (USSm) 06

consumer insight and R&D teams, Natural Food develops functional
improvement products that cater to specific customer needs. It aims to
become the leader of Chinese dietary nutrition in Mainland China. lts key

Price Performance (%)

; . s e . 52-week high/low HK$1.83/HK$0.76
products can be categorised into: a) Chinese-style conditioning and functional mih amih p—, Iyr V1D
improvement (~32% of 2025 revenue), such as hair growth and dampness 18 08 629 19.2 560
removal, which has a one-year repurchase rate of 30%; b) Chinese-style : : : : :
nourishing breakfast (~40% of 2025 revenue), and c) gift box (~12% of 2025  pajor Shareholders %
revenue). lts growth momentum remained robust in 1H26, with a notable sales M. Zhang Ze Jun 128
growth of 47.3-48.5% yoy during Chinese New Year (CNY) 2026, thanks to
meaningful growth of its gift boxes that cater to differentiated customer pBajance Sheet Metrics
demand across different channels. The company targets a 15% revenue FY25 NAVIShare (Rmb) 077

o, ] H .
growth and 20% net profit growth in 2026. FY25 Net Debt/Share (Rmb) (0.55)

Securing high-quality ingredients from seed cultivation to processing.
Natural Food ensures the quality and standardisation of raw materials through
end-to-end control of its supply chain, including: a) contract farming for
strategic ingredients such as black sesame in Jiangxi; b) collaboration with
government institutions in 2022 to cultivate patented seeds with higher
nutrition content; and c) innovation in its manufacturing process such as
material processing.

Key Financials
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Year to 31 Dec (Rmbm) 2021 2022 2023 2024 2025 0 o
Net turnover 1,610 1,719 1,845 2,060 2,526 50 R—
EBITDA 141 164 213 243 350 40 1
Operating Profit 110 131 174 207 313 S W [ TR
Net Proflt 87 116 152 188 266 Jul 25 Sep25 Nov25 Jan26 Mar26 May26 Jul26
Net Profit (adj.) 87 116 152 188 266 -
Source: Bloomberg
EPS (cents) 4.0 54 7.1 8.7 12.2
P/E (X) 40.0 29.6 225 18.4 131 COmpany Description
P/BV (x) 3.1 2.8 25 2.3 21
EV/EBITDA (x) 135 17 9.0 79 55  Natural Food International Holding Limited processes and sells
Dividend yield (%) 10 ) 19 25 44 natural health food products made of grains, beans, nuts, dried
; ) ) ' ' fruits, and other natural ingredients.
Net margin (%) 5.4 6.8 8.3 9.1 10.5
Net debt to equity (%) (56.1) (62.2) (67.2) (73.1) (70.3)
Interest cover (x) 134.3 203.0 4214 549.8 865.8
ROE (%) 7.7 9.9 11.6 124 15.7

Source Natural Food, Bloomberg, UOB Kay Hian
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e Restructuring offline channels since COVID-19. Natural Food relied
heavily on supermarket concessionary counters (76% of 2019 revenue) pre-
COVID-19 and began to restructure its concessionary counters in 2019 and
expand its offline shelves in 2021. Over the past few years, the company has
pivoted its concessionary counters from traditional supermarkets to the fast-
growing new-form retailers that focus on experiential consumption (such as
Yonghui remodels, Pang Donglai, etc.) and had about 1,900 concessionary
counters nationwide as of end-25. Counters at new-form retailers registered
solid same-store sales growth on the back of growing popularity of experiential
retail and aligned target demographics and sales from concessionary
counters grew 24% yoy in 2025. On the other hand, it has been collaborating
with leading retailers in Mainland China (mainly Sam’s Club) to expand its
offline shelves. Revenue from offline shelves grew at 114% CAGR in 2021-25
and accounted for 21% of 2025 revenue (up from 0%/1.5% in 2019/21).

e Strategic online channel transformation. Natural Food has been reducing
price-driven traffic since 2H25 and shifted to brand-value content creation,
with self-streaming accounting for 80-90% of its content streaming. This
enabled it to launch higher-ASP functional improvement products on its e-
commerce platforms without offering discounts or gifts. Its online sales grew
12% yoy in 2025 to account for 41% of its 2025 sales and the company saw
continued operating margin expansion on the back of better economics and
improved product mix.

Sales Channel Mix (2019 vs 2025)

Supermarket
counter
business
76%

Source: Natural Food, UOB Kay Hian

e Solid balance sheet and growing shareholder return. Natural Food had a
net cash of ~NRmb$1.2b as of end-25 (70% net cash to equity ratio) with no
bank borrowings, and has generated solid free cash flow over 2021-25 (cash
flow to net income of 0.9-1.4x). While it plans for a total of Rmb300m capex
for capacity expansion in Nansha and Hubei for the next three years and is
open to M&A opportunities that could support its demographic expansion, it
sees a potential for a higher dividend payout (43%/51% in 2024-25) in the
future on the back of its solid balance sheet and strong cashflow generation.

Valuation/Recommendation

e Natural Food is trading at 10.1x 2026F and 8.4x 2027F PE, based on
Bloomberg consensus. It is also trading at 4.4% trailing dividend yield.

Product Category (2025)

Source: Natural Food, UOB Kay Hian

Chinese-style Conditioning And Functional

Improvement (F= AR SIhgk k=)

Source: Natural Food, UOB Kay Hian

Gift Box (BEERFE4L)

Source: Natural Food, UOB Kay Hian

Chinese-style Nourishing Breakfast

(PREFEE)

Source: Natural Food, UOB Kay Hian
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Profit & Loss

Balance Sheet

Year to 31 Dec (Rmbm) 2022 2023 2024 2025 Year to 31 Dec (Rmbm) 2022 2023 2024 2025
Net turnover 1,719 1,845 2,060 2,526 Fixed assets 351 335 334 329
EBITDA 164 213 243 350  Other LT assets 63 41 24 56
Deprec. & amort. (32) (39) (36) (36) Cash/ST investment 782 944 1,112 1,197
EBIT 131 174 207 313 Other current assets 323 362 368 496
Total other non-operating income - - Total assets 1,519 1,681 1,837 2,078
Net interest income/(expense) 6 " 12 12 ST debt - -
Pre-tax profit 137 186 220 326 Other current liabilities 266 272 297 369
Tax (21) (34) (32) (60) LT debt 5 2 7 2
Minorities - - Other LT liabilities 10 1 14 1"
Net profit 116 152 188 266 Shareholders' equity 1,238 1,396 1,520 1,695
Net profit (adj.) 16 152 188 266 Minority interest - -

Total liabilities & equity 1,519 1,681 1,837 2,078
Cash Flow Key Metrics
Year to 31 Dec (Rmbm) 2022 2023 2024 2025  Yearto 31 Dec (%) 2022 2023 2024 2025
Operating 168 185 271 236 Profitability
Pre-tax profit 137 186 220 326 Gross margin 63.9 64.0 65.8 65.0
Tax (21) (34) (32) (60)  Pre-tax margin 8.0 10.1 10.7 12.9
Deprec. & amort. (32) (39) (36) (36)  Netmargin 6.8 8.3 9.1 10.5
Working capital changes 129 194 149 141 ROA 8.0 9.5 10.2 12.8
Other operating cashflows (45) (122) (30) (135)  ROE 9.9 1.6 124 15.7
Investing (19) (121) (201) 49 Growth
Capex (growth) (23) (30) (25) (34)  Turnover 6.8 7.3 1.7 22.6
Others 4 (92) (177) 83  EBITDA 15.9 30.3 14.0 437
Financing (14) (5) (75) (108)  Pre-tax profit 20.7 35.5 18.1 48.4
Dividend payments ) (80) Net profit 34.6 30.8 23.3 414
Issue of shares - Net profit (adj.) 34.6 30.8 23.3 414
Proceeds from borrowings - - EPS 35.0 31.5 225 40.2
Loan repayment @) @) (5) (6)  Leverage
Othersfinterest paid 0 1 1 (23) Debt to total capital 0.9 04 0.8 04
Net cash inflow (outflow) 135 59 (5) 176 Debtto equity 0.9 04 08 04
Beginning cash & cash equivalent 646 781 840 835  Netdebt/(cash) to equity (62.2) (67.2) (73.1) (70.3)
Changes due to forex impact 10 1 1 (6) Interest cover 203.0 4214 549.8 865.8
Ending cash & cash equivalent 781 840 835 1,011
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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 the following link:
https://research-api.uobkayhian.com/assets/disclaimer/df64a6ea-7980-447c-ae9e-fd19b93257dc 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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