Morning Snapshot

What’s Hot Today:

» Kweichow Moutai (600519 SH, RMB1375.00, RMB1.72tn)

Moutai Reclaims Value

During 4Q25 to 1Q26, Moutai’s results broke its stable growth trend. On a
combined seasonal peak basis, revenue fell 6.3% YoY from RMB102bn to
RMB95.9bn, while net profit declined 14% YoY from RMB54.1bn to RMB46.6bn,
showing deeper margin pressure. It is believed to be the results of Moutai’s
legacy distributor-led business model amid weaker demand. Near-term earnings
may remain volatile during channel and pricing reform, but Moutai’s products’
scarcity and high-quality cash flow remain intact.

Moutai is actively expanding direct sales channels. The company has been
bundling the sales of core product Feitian Moutai with other non-core products
for higher margins. For the distributors, to secure the supply of Feitian, they are
very willing to accept the bundle sales and in some cases, provide advance
payments. To Moutai, the practice yields highly visible revenue trend and strong
cash flow. However, the reliance on distributors also resulted in a loss of control
of the end-market pricing. As such, the company is gradually reforming its sales
channels by adding more direct sales. The proportion of wholesale went from

around 92% of Moutai’s liquor revenue in 2019 to only 50% by 2025.
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Fig 3: Gross Profit Margin Fig 4: Net profit (RMB’bn)
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China & HK Indices CLOSE 1D YTD
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The distributor business model becomes a drag during weak markets. Weak high-end consumption and the
sluggish economy reduced overall demand and in turn had affected distributors’ profitability. Their mounting
inventory and funding pressures have resulted in price pressure at the end-market. This is creating a vicious
cycle to which distributors are now less willing to hold on to inventory and making pre-payments. This effect
became most apparent in 4Q25, where revenue fell by 19% YoY to RMB41.2bn. The drop was largely due to
reduced shipment to distributors and the suspension of non-core products in December. Accordingly, the
proportion of direct sales jumped to 70% of total revenue during the quarter although some of the sales were
conducted by distributors. As there were less bundling sales in the direct sales channel, GPM edged down to
90.6%. Meanwhile, selling expenses surged by 93% YoY due to more marketing expenses driving the OPEX
ratio up to 14%. As a result, net profit dropped 30% YoY to RMB18.4bn, and NPM declined to 45%.

1Q26 recovery was driven by sales of Feitian. Revenue rose 6% YoY to RMB54.7bn in 1Q26, with Moutai
liguor up 6%, mainly driven by Feitian products. By channel, wholesale revenue fell nearly 11% YoY to
RMB24.4bn, while direct sales grew 27% and reached 54% of total revenue. The direct sales increase came
mainly from iMoutai, which contributed RMB21.6bn (73% of direct sales) and with most transactions coming
from Feitian. GPM declined further to around 90% due to lower non-core product sales and price
adjustments. OPEX ratio returned to a normal level while NP inched up by 1% YoY to RMB28.2bn with NPM
recovering to 51%.

. , .
Fig 5: : Revenue and YoY Change (RMB’bn) Fig 6: Sales Model
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Since 1Q26, Moutai began rebuilding its distribution model with three key changes:

First, removing bundling returns products to genuine demand. Non-core products are no longer linked to
Feitian quotas. As such, Moutai will have more control over the pricing of the non-core products based on
market acceptance.

Second, Moutai is revamping its pricing model on Feitian products. Instead of setting a suggested retail price
and ex-factory price, Moutai will now set an official retail price and then determine the ex-factory price at a
certain discount to the official retail price based on latest market condition. The adjustment ensures Moutai
benefits the most from market uptrend.

Thirdly, iMoutai turns distributors into selling agents. Under the new arrangement, distributors will no
longer be holding inventories. Product ownership stays with Moutai, while consumers pay through the
iMoutai platform. The new arrangement will pay the selling agent a service fee of around 5% of the selling
price, which is determined by the iMoutai platform. The selling agent is required to make a deposit for the
products put at their selling point. And they are only allowed to replenish the inventory after selling 70% of
the goods given. That is to avoid stock piling and reduce working capital for the selling agent. Since all
transactions are tracked, that would reduce the risk of customers buying counterfeit products.

Our view: The recent revision of Wuliangye’s revenue exposed the flaws of channel stuffing. For Moutai, the
market has two concerns, namely whether the shortage is created by capacity constraints or large distributors
hoarding Feitian products; and an aging consumer base with demand tied to traditional economic activity.
These are the factors likely dragging on Moutai’s share price. However, the implementation of iMoutai may
have provided some answers to these questions. In 1Q26 iMoutai data shows that about 30% of the new
registered users were first-time buyers and nearly 60% were below the age of 40, suggesting broader and
younger consumer demand.

Near term, Moutai still faces weak demand and stock accumulated in the market. Channel feedback suggests
distributor inventory has fallen to a healthy level of less than one month, but mainly due to active volume
control rather than end demand recovery. The inventory stocked up by speculators is another uncertainty
which would trigger price pressure in the secondary market.

We believe the key signal for real demand recovery is whether Feitian’s market price can stay above the
official price and remain resilient as iMoutai supply increases. Currently, a bottle of Feitian is selling at
RMB1,539 on iMoutai compared to the above RMB2k level for quite some time in recent history.

On shareholder returns, Moutai's payout ratio steadily rose to 79% in 2025, yielding about 3.7%. Supported
by stable earnings, relatively small capex needs and debt free position, the dividend should be sustainable. As
10-year bond yield in China is below 2%, the 3.7% dividend yield offers a significant spread, attracting yield-
focused investors. The counter is trading at 20x FY26E P/E. (Research Department)
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Market Watch — Major Commodities and Currencies

Precious metal Price (US$) QTD% YTD% YoY% Non-ferrous metals Price (US$) QTD% YTD% YoY%
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US Economic Calendar China Economic Calendar
Expected Expected
Indicators Freq Obs Date Release Date Indicators Freq Obs Date Release Date
Initial Jobless Claims Wow 7-May-26 Foreign Exchange Reserves QoQ 7-May-26
Wholesale Inventories MoM 8-May-26 Money Supply - M2 MoM 9-May-26
Employment Report MoM 8-May-26 Trade Balance MoM 9-May-26
Existing Home Sales MoM 11-May-26 PPI MoM 11-May-26
CPI MoM 12-May-26 CPI MoM 11-May-26
PRI MoM 13-May-26 Retail Sales MoM 18-May-26
Retail Sales MoM 14-May-26 Industrial Production MoM 18-May-26
Business Inventories MoM 14-May-26 PMI Manufacturing MoM 31-May-26
Industrial Production MoM 15-May-26 GDP Yo¥ 15-Jul-26
Housing Starts / Building Permits  MoM 21-May-26 Hong Kong Economic Calendar
Consumer Confidence MoM 26-May-26
Personal Income & Spending MoM 28-May-26 Indicators Freq Obs Date Ref::::tggte
Durable Goods Orders MoM 28-May-26 Foreign Currency Reserve MoM 7-May-26
GDP QoQ 28-May-26 GDP QoQ 15-May-26
New home Sales MoM 28-May-26 Unemployment Rate MoM 19-May-26
ISM Manufacturing PMI MoM 1-Jun-26 CPI MoM 21-May-26
Factory Orders MoM 3-Jun-26 Trade Balance MoM 28-May-26
Trade Balance MoM 9-Jun-26 Money Supply - M2 MoM 29-May-26
Auto Sales MoM Retail Sales MoM 2-Jun-26
PMI MoM 3-Jun-26
Producer Prices Index QoQ 12-Jun-26
Industrial Production QoQ 12-Jun-26
Composite Interest Rate MoM
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Notice of interest disclosure filed by substantial shareholders for the two previous trading days

Name of listed corporation

CMGE Technology Group Ltd.

Hygeia Healthcare Holdings Co., Ltd.

Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
China New Energy Ltd.

China New Energy Ltd.

China New Energy Ltd.

Da Yu Financial Holdings Ltd.

Da Yu Financial Holdings Ltd.

Da Yu Financial Holdings Ltd.

Da Yu Financial Holdings Ltd.

Glorious Sun Enterprises Ltd.

Mongolia Energy Corporation Ltd.

New Gonow Recreational Vehicles Inc.

Paradise Entertainment Ltd.

Raymond Industrial Ltd.

Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
Softcare Ltd.

Softcare Ltd.

SSY Group Ltd.

SSY Group Ltd.

Sunshine Insurance Group Co. Ltd. - H Shares

Tanwan Inc.

Source: HKEx

Name of substantial share holder
Xiao Jian

ZHU Yiwen

Wang Philip Li

Winning Pow erful Limited

Jiang Xinchun

JOJO GLOBAL INVESTMENT LIMITED
Wang Yan

Allied Group Limited

Lee Seng Huang

Lee Seng Hui

Lee Su Hwei

Yeung Chun Kam

Dashdemberel Bat-Erdene

xia bin

CHUN JAY

Wong Ying Kit David

Wang Philip Li

Winning Pow erful Limited

SHEN Yanchang

YANG Yanjuan

China Pharmaceutical Company Limited
Qu Jiguang

CHINA GUANGFA BANK-LION FUND-QDIINO 35

WU XUBO

No. of shares bought/sold/involved
100,000(L)

260,400(L)

10,000(L)
10,000(L)
700,000(L;
700,000(L;
700,000(L
115,000(L.
115,000(L
115,000(L.
115,000(L
60,000(L)
1,920,000(L)
3,600,000(L)
212,000(L)
30,000(L)
10,000(L)
10,000(L)
68,000(L)
68,000(L)
1,100,000(L)
1,100,000(L)
35,652,500(L)
118,000(L)

7 May 2026

Average price per share
HKD 0.2850
HKD 11.5058
HKD 4.5600
HKD 4.5600
HKD 0.2130
HKD 0.2130
HKD 0.2130
HKD 0.1000
HKD 0.1000
HKD 0.1000
HKD 0.1000
HKD 1.4000
HKD 0.6100
HKD 1.5100
HKD 0.6894
HKD 0.8900
HKD 4.6600
HKD 4.6600
HKD 28.4964
HKD 28.4964
HKD 2.3532
HKD 2.3532
HKD 3.6090
HKD 16.0400
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Disclaimer

This document is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in
this document may not be eligible for sale in certain jurisdiction. Neither this document nor any portion hereof may be taken distributed
or transmitted directly or indirectly into such jurisdiction nor to any residents thereof. Any failure to comply with this restriction may
constitute a violation of the applicable laws and regulations and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. This document has been produced for private circulation and may not be
copied, photocopied, duplicated, or redistributed without the prior written consent of Kingsway Financial Services Group Limited
(“KFS”) and its affiliated companies (collectively, “Kingsway Group”).

This report is distributed in Hong Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”) by KFS which
is registered as a licensed corporation under the Securities and Futures Ordinance XCar_p.571 of The Laws of Hong Kong) with the
Securities and Futures Commission of Hong Kong (“SFC”) and its SFC CE number is ADF346.

The information contained in this report has been taken from sources believed to be reliable but no representation or warranty
expressed or implied is made as to their accuracy or correctness. This report is published for the assistance of recipients but is not to
be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. It is not to be construed as an
offer, invitation or solicitation to buy or sell any securities of the company or companies covered herein. Any recommendation
contained in this report does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific addressee. All opinions and estimates reflect our judgment on the date of this report and are subject to change without notice.

KFS, including its parent, subsidiaries and/or affiliates, may act as lead or co-manager in an offering of the securities of any issuer
discussed herein, may from time to time perform financial services or other advisory services for, or solicit financial services or other
business from, any issuer.

Within the past year, KFS, including its parent, subsidiaries and/or affiliates, may have acted as market maker or traded on a principal
basliqs.in the financial instruments of any issuer discussed herein and may act as underwriter, placement agent, advisor or lender to
such issuer.

KFS, including its parent, subsidiaries, affiliates, shareholders, officers, directors, and employees may have long or short positions in,
and buy or sell, the securities, commaodities or derivatives (including options) or any other financial instruments thereof, of any issuers.

An employee of KFS, including its parent, subsidiaries and/or affiliates, may act as director, or be represented on the boards of
directors, of any such entities or issuers.

Copyright 2026 Kingsway Group. All rights reserved.
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