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Brewed Coffee in China is an 
Undeniably Attractive Category

➢Brewed coffee is an incredibly profitable product 80% gross 
margins

➢Retailing coffee in small stores is an excellent business model

➢This model in China is dramatically more profitable than 
elsewhere (SBUX China RLM = 35% vs. 23% in the U.S.) 

➢Chinese consumption of coffee is growing much faster than 
the overall spending

➢Coffee contains a (mildly) addictive & habit-forming substance

➢China is the largest market in the world for potential coffee 
drinkers and is dramatically under-penetrated
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Luckin Coffee (LKNCY; $24.05) $7.5B mkt cap 
is the Vehicle to Invest in this Market 

Luckin Coffee:

Is the largest retailer of brewed coffee in China with ~8,700 
locations 

Grew its top-line 66% in 2022 on top of 98% in 2021.  The total 
store base grew 40%.

Store level margin rose to 28% and EBITDA expanded to 13%.

Store level lease adj. ROIC rose to 36% and cash-on-cash >100%

FCF of US$158M ($0.50 per share) & B/S with ~US$844M in cash 
at YE 2022 and no debt (just leases) 

*2022 figures are Quo Vadis estimates
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How are LKNCY Capital Returns 
Trending?  Excellent

L
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How do store level metrics compare?
LKNCY > SBUX, CMG and the others

L
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How to Value LKNCY?  We forecast 
FY25 EBITDA US$534M 

L
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The Market is Already Valuing LKNCY 
Consistent with High ROIC Growth Peers

If we roll-forward

current multiples to

our 2025 forecasts

it implies a year-end

2024 price target of

Of $36 (+50% over two

Years).  

In an upside scenario

we see $38-

$40 by end of 2024.
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Catalysts

➢Uplisting to major exchange in 1H22 (currently trades OTC)

➢Resumption of sell-side coverage (currently zero coverage and 
no published estimates) 

➢Co to begin marketing to investors again (only recently restarted 
earnings conference calls)

➢Ongoing strong growth from new unit openings and like-for-like 
sales growth

➢Possible capital return (repo, special dividend) 
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Investment Case Summary

➢Presented last year at Klosters, +115% over 12 months

➢Business performance was much better than expected

➢Company fundamentals are exceptional and little known

➢Still has multiple, identifiable catalysts

➢See the business as long-term fast-growth high ROIC 
compounder

➢Anticipate 50% upside potential over next two years using base-
case earnings and cash flow forecasts

➢Given recent outperformance, reasonable to also consider 
upside scenario of $38-$40 per share (+63% at mid point)
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Risks

➢Luckin is 100% in China.  It comes with all the usual China risks 
including geopolitical tensions, foreign currency exchange (for 
non-China investors), and government interference including 
increased regulation

➢The company is growing very fast. Store selection could 
deteriorate in quality.

➢Competition could increase or the rate of growth of coffee 
consumption in China could decelerate.

➢Like-for-like increases will slow from recent extremely fast rates

➢Luckin is majority controlled by one shareholder
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Disclosures

Quo Vadis Capital, Inc. (“Quo Vadis”) is an independent research provider offering research and consulting services.  The research products are for 
institutional investors only.

The price target, if any, contained in this report represents the analyst’s application of a formula to certain metrics derived from actual and estimated 
future performance of the company. Analysts may use various formulas tailored to the facts and circumstances surrounding a specific company to arrive 
at the price target. Various risk factors may impede the company’s securities from achieving the analyst’s price target, such as an unfavorable 
macroeconomic environment, a failure of the company to perform as expected, the departure of key personnel or other events or circumstances that 
cannot be reasonably anticipated at the time the price target is calculated. Quo Vadis may change the price target on this company without notice. 
Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources Quo Vadis 
believes to be reliable; however, Quo Vadis does not guarantee its accuracy and does not purport to be complete.  Opinion is as of the date of the report 
unless labeled otherwise and is subject to change without notice. Updates may be provided based on developments and events and as otherwise 
appropriate.  Updates may be restricted based on regulatory requirements or other considerations. Consequently, there should be no assumption that 
updates will be made.  Quo Vadis disclaims any warranty of any kind, whether express or implied, as to any matter whatsoever relating to this research 
report and any analysis, discussion or trade ideas contained herein. This research report is provided on an "as is" basis for use at your own risk, and 
neither Quo Vadis nor its affiliates are liable for any damages or injury resulting from use of this information.  This report should not be construed as 
advice designed to meet the particular investment needs of any investor or as an offer or solicitation to buy or sell the securities or financial instruments 
mentioned herein. This report is provided for information purposes only and does not represent an offer or solicitation in any jurisdiction where such 
offer would be prohibited.  Commentary regarding the future direction of financial markets is illustrative and is not intended to predict actual results, 
which may differ substantially from the opinions expressed herein.  Past performance is not a guide to future performance, future returns are not 
guaranteed, and a loss of original capital may occur.

The analyst who is the author of this report does not have a position in shares of the companies that are the subjects of this report.  However, Quo 
Vadis prohibits analysts from trading in a way that is inconsistent with opinions expressed in reports [subject to exceptions for unanticipated significant 
changes in the personal financial circumstances of the analyst]. 

This report may not be reproduced in part or in whole.  Please do not redistribute this report.   

Reg AC Certification:

All of the views expressed in this research report accurately reflect the research analyst's personal views about any and all of the subject securities or 
issuers. No part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed by the research analyst in the subject company of this research report.  
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