( ) BE A securities

EAST ASIA SECURITIES COMPANY LIMITED

9/F, 10 Des Voeux Road Central, Hong Kong.

Dealing: 2308 8200 Research: 3608 8097 Facsimile: 3608 6113

Analyst: Paul Sham

Main Board Listing — Research

HONG KONG RESEARCH
17" November 2016

R A R A
Food Wise Holdings Limited (01632)

Sole Sponsor

Sole Global Coordinator, Sole Bookrunner and

Sole Lead Manager

Sector : Consumer Services

Cinda International
Huajin International

Business : A chained Vietnamese-style restaurant in Hong Kong

Total share offer: 50,000,000* shares
(25.0% of the enlarged share capital)

Public Offer: 5,000,000 shares (10%)
Placing: 45,000,000 shares (90%)
Greenshoe: 7,500,000 shares

* All 50,000,000 shares are New Shares

Price: HK$1.67 — HK$2.15 per share

Market Capitalization:
HK$334 million — HK$430 million

Historical fully diluted FY15/16 P/E:
14.0x — 18.0x

Adjusted NTA per share: HK$0.61 — HK$0.72
Staffing: 333 (as at 31% August 2016)

HK Public Offer period:
17" November 2016 — 22" November 2016

Receiving bank:
The Bank of East Asia

Share registrar:
Tricor Investor Services Limited

Listing date: 29" November 2016

Business of Food Wise Holdings Limited
(“Food Wise” or “the Company?”)

For the year ended 31 December 2015, Food
Wise had the largest number of Vietnamese-
style restaurants within the Southeast Asian full-
service restaurant segment in Hong Kong. Food
Wise operates its restaurants under the Viet's
Choice Brands, namely, its main brand, Viet's
Choice, and sub-brands Home Viet and VC
Cafe.

As of 8" November 2016, Food Wise operated
20 restaurants under its Viet's Choice Brands in
Hong Kong, of which, three were located in the
Hong Kong Island, five were located in Kowloon
and the remaining were located in the New
Territories, with a majority of its restaurants
located within shopping malls.

Shareholders after Listing

Mr. Wong Che Kin — the Chairman, the CEO and an Executive Director of Food Wise 63.75%
Mrs. Wong Chui Ha Iris — the Chief Operating Officer and an Executive Director of Food 11.95%
Wise, as well as the spouse of Mr. Wong Che Kin '
Public Shareholders 25.00%

100.00%

This report has been prepared solely for information purposes and we, East Asia Securities Company Limited are not
soliciting any action based upon it. Neither this document nor its contents shall be construed as an offer, invitation,
advertisement, inducement or representation of any kind or form whatsoever. This document is based upon information,
which we consider reliable, but accuracy and completeness are not guaranteed. Opinions expressed herein are subject to
change without notice. At the time of preparing this report, we have no position in securities of the company or
companies mentioned herein, while other Bank of East Asia Group companies may from time to time have interests in

securities of the company or companies mentioned herein.
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Use of Proceeds

Net proceeds from the offer are estimated to be HK$67.5 million (based on the mid-point of the Offer Price
of HK$1.91 per share)

HK$ million

To maintain and expand its Viet's Choice Brands restaurants 15.8

To broaden its cuisine offerings 41.6

To upgrade and expand its food processing center 2.2

To upgrade its information and technology systems 1.8

To broaden the promotion of its brand image and recognition 1.0

For working capital and general corporate purposes 5.1
Financial Highlights

Year ended 31° March 5 months ended 31° August
(HK$ million) 2014 2015 2016 2015 2016
Revenue 181.3 210.1 200.9 88.8 86.2
Pre-tax profit 19.0 224 28.7 15.8 (3.5)
Attributable profit 16.0 18.8 23.9 13.1 (5.2)
Pre-tax margin 10.5% 10.7% 14.3% 17.8% (4.0%)
Net profit margin 8.8% 9.0% 11.9% 14.8% (6.0%)
Peer valuation comparison
Stock code I\_/Iar_ket_ FY15/16 FY15/1§ Net pr(_)f|t FY15/16 P/E
Capitalization Revenue Net profit margin
(HK$ Million) (HK$ Million) | (HK$ Million)

Café De Coral 00341 15,475 7,567 512 6.8% 29.5x
Fairwood 00052 4,510 2,428 201 8.3% 22.3x
Tsui Wah 01314 1,877 1,868 76 4.1% 26.2x
Food Wise 01632 334 -430 201 24 11.9% 14.0x — 18.0x

Strengths/Opportunities

v' Valuation-wise, the shares of Food Wise are offered at a discount to the prevailing valuation of its

peers (2015/16 P/E of 14.0x — 18.0x versus peers’ 22.3x — 29.5x). In view of its smaller market
capitalization and operating scale, its valuation is believed to be reasonable.

Weaknesses/Threats

X

Food Wise owned and operated 26, 25, 23, 22 and 20 restaurants in Hong Kong as at 31% March
2014, 2015 and 2016, 31% August 2016 and 8™ November 2016, respectively. The declining number
of restaurants suggests the business scale of Food Wise has been shrinking since 2014.

Given the low entry barrier of the market, the full-service restaurant market in Hong Kong, which
consists of Chinese, international and Southeast Asian full-service restaurants, is highly competitive
and fragmented. Food Wise accounted for only 0.27% of the Hong Kong full-service restaurant market
share in terms of sales value in 2015.

The food service value of chained Southeast Asia full-service restaurants in Hong Kong is expected to
grow from HK$2,292.8m in 2016 to HK$2,547.3m in 2020. It represents a CAGR of 2.7% only,
reflecting slow growth for the industry.

Food Wise will likely record a notable decline in net profit in FY16/17 due to the reduction of total
number of restaurants as well as the listing expenses of HK$14.7 million incurred during the five
months ended 31°* August 2016.

Recommendation: Unattractive
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Important Disclosure / Analyst Certification / Disclaimer

This report is published by East Asia Securities Company Limited, a wholly-owned subsidiary of The
Bank of East Asia, Limited (“BEA”).

Each research analyst primarily responsible for the content of this report (whether in part or in whole)
certifies that (i) the views on the companies and securities mentioned in this report accurately reflect
his/her personal views; and (ii) no part of his/her compensation was, is, or will be, directly, or
indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. This report is
based upon information, which East Asia Securities Company Limited considers reliable, but
accuracy or completeness is not guaranteed. The analysis or opinions expressed in this report only
reflect the views of the relevant analyst as at the date of the release of this report which are subject
to change without notice. Any recommendation contained in this report does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific recipient.
This report should not be regarded by recipients as a substitute for the exercise of their own
judgment. Investments involve risks and investors should exercise prudence in making their
investment decisions and obtain separate legal or financial advice, if necessary. East Asia Securities
Company Limited and / or The Bank of East Asia Group accepts no liability whatsoever for any direct
or consequential loss arising from any use of or reliance on this report or further communication
given in relation to this report.

At the time of preparing this report, East Asia Securities Company Limited has no position in
securities of the company or companies mentioned herein, while BEA along with its
affiliates/associates and/or persons associated with any of them may from time to time have interests
in the securities mentioned in this report. BEA and its affiliates/associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein and
may also perform or seek to perform broking, investment banking and other banking services for
these companies.

BEA and/or any of its affiliates/associates may beneficially own a total of 1% or more of any class of
common equity securities of the company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the company or companies mentioned in the
report.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.




