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INVESTMENT VIEWS

China’s Big Food Fight

Fast Food, Faster Commerce

By ORI SACHS

THE China’s ecommerce While food delivery is JD.com’s recent entry Despite the noise,
giants are spending the frontier, the real has challenged the we see an expanding
QUICK aggressively in the war is for dominance Meituan/Alibaba opportunity for
TAKE battle for dominance of the quick duopoly and unsettled multiple winners, both
in instant retail commerce market investors in China and globally

WHY FOOD DELIVERY WORKS

Food delivery is far more than convenience - it’s scale economics in motion. At its core lies a
three-sided network connecting consumers, merchants, and riders (Figure 1). More consumers
attract more restaurants; more restaurants improve selection and reliability, which draws in
still more users. Rising order density, in turn, boosts courier utilisation and lowers delivery costs,
creating a self-reinforcing loop of better service and stronger margins. Once established, this
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Reseorcfongd a portfolio time, producing high barriers to entry and superior unit economics. It’s a business model that
manager with 10 years tends toward concentration, where density drives defensibility, and the largest player typically
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CHINA’S BIG FOOD FIGHT

For most of the past five years, China’s food delivery market seemed stable. Meituan dominated

with a roughly 70% market share, while Alibaba’s Ele.me held the remaining 30%. Consumers

placed around 70 million orders per day on Meituan’s

Figure 1 platform alone, making it one of the most entrenched
THE FAST FOOD FEEDBACK LOOP consumer internet franchises in the world.

But 2025 has brought a fresh challenger into the ring -

More JD.com. Its entry has reignited an industry price war that
Consumers is reshaping the competitive landscape. Subsidies across
the sector now run into billions of US dollars per quarter,
unnerving investors and raising questions about profit-
ability. But a narrow focus on this near-term price war
risks missing the bigger picture.

More More
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Higher efficiency

= higher earnings
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JD.com’s foray into food delivery is not really about food;
it’s about protecting its ecommerce turf. Meituan has
been growing its delivery service beyond restaurant food

z ” to include groceries, electronics, and household items,
" typically within an hour. Food delivery is no longer a
10 stand-alone category; it’s the front door to instant retail,
8 including categories that have long been the territory of
. traditional ecommerce players like JD.
4 For JD, launching “JD Takeaway” is as much a defensive
5 move as it is an offensive one. Food delivery is a high-fre-
quency use case that keeps consumers opening the JD
)

Meituan

app daily, which, in turn, drives traffic to its broader
ecommerce offerings.
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THE COST OF WAR

JD’s arrival has forced the established incumbents to
respond in kind. Combined, Meituan, Alibaba (via Ele.
me), and JD poured nearly RMB 40 billion (US$5.5 billion)
into subsidies and promotional spending in the second
quarter of 2025 alone. Losses are expected to widen in
the third quarter, even as management teams signal that
the “peak burn” may soon pass (Figure 2).

The scale of the spending is breathtaking. Subsidies in
a single quarter now exceed what Prosus is paying to
acquire Just Eat Takeaway (€4.1bn), or what DoorDash
is spending on its purchase of Deliveroo (£2.9bn) - two
landmark transactions in the global food delivery sector.
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Unsurprisingly, investors panicked, and Meituan’s share
price has halved from above HK$200 late last year to just
under HK$100 at the time of writing (Figure 3).

WHAT’S REAL, WHAT’S BUBBLE TEA?

Beneath the panic, however, lies nuance. Much of the recent order growth has been fuelled
by unsustainable giveaways, such as free milk tea (bubble tea) promotions, rather than sticky,
recurring dinner orders. Analysts note that while Meituan’s share of total orders has dipped
below 70%, its share of gross transaction value (GTV) remains steadier, because its platform
captures higher-value meal occasions.

In other words, not all orders are created equal. A heavily subsidised bubble tea is unlikely to
displace Meituan’s dominance in takeout meals, where timeliness, reliability, and breadth of
restaurant options matter far more to consumers.

WHY BACKING THE LEADER MATTERS

As outlined earlier, food delivery is a classic three-sided network where the densest rider fleet,
the broadest merchant selection, and the deepest consumer habit reinforce each other. Meituan
has all three. With more than seven million riders and c.10 million merchants on its platform,
Meituan claims industry-leading fulfilment times, averaging close to 30 minutes.

Beyond takeout, Meituan also runs a powerful in-store business that spans restaurant reser-
vations, reviews, and travel bookings - the Chinese equivalent of combining DoorDash, Yelp,
OpenTable, Booking.com, and more. This “super app” positioning gives it multiple entry points
into consumer decision-making, which, in turn, makes it harder for rivals to dislodge.

THE 30-MINUTE IMPERATIVE

Quick commerce represents the fastest-growing frontier of ecommerce. Next-day delivery is
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losing appeal as consumers shift to the promise of near-instant gratification. If you can get fresh
groceries, a new phone charger, or even an iPad delivered from a nearby store within half an
hour, why wait even a day for a warehouse shipment?

Food delivery players have the local infrastructure, dense courier fleets, algorithmic dispatch
systems, and hyperlocal merchant relationships that traditional ecommerce logistics lack. This
renders the overlap unavoidable. Meituan is pushing into retail categories, while JD and Alibaba
are being pulled into food delivery in order to participate in the next wave of ecommerce
evolution.

THE BOUNDLESS APPETITE FOR INSTANT Figure 4
DELIVERY

Despite investor anxiety, one encouraging reality is that
the addressable market is likely far larger than once
thought. China is already the world’s most extensive
food delivery market, thanks not only to its population
size but also to higher penetration compared to many
other countries. And yet, the real growth story lies ahead
(Figure 4), as the expansion into groceries, retail goods,
and other “quick commerce” categories opens a substan-
tially larger addressable market to online fulfilment.
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Sources: CAITEC (Quick commerce industry development report, Oct 2024), J.P. Morgan estimates

MORE THAN A ZERO-SUM GAME

Yes, the subsidy war is ugly, and losses will likely deepen before they improve. But history
suggests caution before declaring Meituan’s moat broken. It still commands loyalty, superior
unit economics, unrivalled density, and the flywheel of an integrated local services ecosystem
spanning in-store dining, travel, and reviews.

Longer term, the “food fight” may prove less about dividing a fixed pie and more about
expanding into a much larger one, with enough to satiate several winners.

WHY WE’RE HUNGRY FOR MORE

Our investments in this industry are not tied to a single company or geography. Instead, we’ve
built exposure to a diversified set of market leaders that are best positioned to capture the rapid
expansion of food delivery into broader quick commerce:

« Eternal (India): India is the world’s third-largest grocery market, but 95% is still sold informally
and with online penetration far below global benchmarks. Eternal is the market leader, driving
the shift to online sales, providing consumers with more choice and lower prices than tradi-
tional “kirana' stores. Quick commerce has already overtaken Eternal’s restaurant delivery
business and, with penetration still extremely low, the growth runway remains enormous.

« Grab (Southeast Asia): As the regional leader in both ride-hailing and food delivery, Grab
benefits from the high prevalence of two-wheeler mobility in Southeast Asia. This enables its
rider fleet to operate flexibly across verticals — delivering meals one hour and transporting
passengers the next - driving higher utilisation, lower idle time, and stronger unit economics.
Its GrabMart offering is scaling quickly, positioning it as a strong contender in Southeast
Asia’s on-demand retail. The unique data gleaned from customer purchase frequency and
restaurant economics are also leveraged to provide financing in an under-banked financial
services market.

« Delivery Hero (Global): Operating in around 70 countries, Delivery Hero is the leader in
markets that together account for roughly 90% of its global order value. The company is
already achieving industry-leading profitability in its most mature quick-commerce markets,

'Informal corner grocery store
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and we continue to see significant value in the sum of its parts. For example, its stake in the
listed subsidiary Talabat - the market leader across eight countries in the Middle East - is
worth more than half of Delivery Hero’s total enterprise value, despite contributing only a
mid-teens share of overall orders.

« Meituan (China): China’s market leader, which, on our estimates, trades on a single-digit
multiple of 2027 earnings, adjusted for net cash (about 20% of market capitalisation, currently),
and half the price it was just months ago.

« Prosus (Global Portfolio): Prosus provides indirect exposure to multiple delivery platforms
worldwide, including Brazilian leader iFood, and recently acquired multinational, JustEat
Takeaway. With Prosus trading below the value of the stake it holds in Tencent, investors
are effectively getting all the food delivery (and other internet) assets for free at the current
share price.

Taken together, these positions give us broad exposure to one of the most game-changing
consumer internet developments of the decade: the evolution of food delivery platforms into
full-scale quick commerce ecosystems. What began with a hot pizza arriving at your door is
now becoming the backbone of how consumers order everything, from groceries to gadgets,
in under an hour. +
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DISCLAIMER

South African Readers

All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. As a result,
there may be limitations as to the appropriateness of any information given. It is therefore recommended that the reader first obtain the appropriate legal, tax,
investment or other professional advice and formulate an appropriate investment strategy that would suit the risk profile of the reader prior to acting upon such
information and to consider whether any recommendation is appropriate considering the reader’s own objectives and particular needs. Neither Coronation Fund
Managers Limited nor any subsidiary of Coronation Fund Managers Limited (collectively “Coronation”) is acting, purporting to act and nor is it authorised to act

in any way as an adviser. Any opinions, statements or information contained herein may change and are expressed in good faith. Coronation does not undertake

to advise any person if such opinions, statements or information should change or become inaccurate. This document is for information purposes only and does

not constitute or form part of any offer to the public to issue or sell, or any solicitation of any offer to subscribe for or purchase an investment, nor shall it or the fact
of its distribution form the basis of, or be relied upon in connection with any contract for investment. In the event that specific funds and/or strategies (collectively
“funds”) and/or their performance is mentioned, please refer to the relevant fact sheet in order to obtain all the necessary information regarding that fund (www.
coronation.com). Fund investments should be considered a medium-to long-term investment. The value of investments may go down as well as up, and is therefore not
guaranteed. Past performance is not necessarily an indication of future performance. Funds may be allowed to engage in scrip lending and borrowing. To the extent
that any performance information is provided herein, please note that: Performance is calculated by Coronation for a lump sum investment with distributions, to
the extent applicable, reinvested. Performance figures are quoted gross of management fees after the deduction of certain costs incurred within the particular fund.
Fluctuations or movements in exchange rates may cause the value of any underlying international investment to go down or up. Coronation Fund Managers Limited
is a full member of the Association for Savings and Investment SA (ASISA). Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management
International (Pty) Ltd (FSP 45646) and Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation
Life Assurance Company Limited is a licenced insurer under the Insurance Act, No.18 of 2017.

US Readers

Coronation Investment Management International (Pty) Limited is an investment adviser registered with the United States Securities and Exchange Commission
(“SEC™). An investment adviser’s registration with the SEC does not imply a certain level of skill or training. Additional information about Coronation Investment
Management International (Pty) Limited is also available on the SEC’s website at www.adviserinfo.sec.gov. The information in this document has not been approved
or verified by the SEC or by any state securities authority. The opinions expressed herein are those of Coronation Investment Management International (Pty) Limited
at the time of publication and no representation is made that they will be valid beyond that date. Certain information herein has been obtained from third party
sources which we believe to be reliable but no representation is being made as to the accuracy of the information obtained from third parties. This newsletter contain
references to targeted returns which we believe to be reasonable based on current market conditions, but no guarantees are being made the targets will be achieved
or that investors will not lose money.

This article is for informational purposes and should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make changes to investment strategies at any time.

If a company’s underlying fundamentals or valuation measures change, Coronation will re-evaluate its position and may sell part or all of its position. There is no
guarantee that, should market conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee that the opinions
expressed herein will be valid beyond the date of this presentation. There can be no assurance that a strategy will continue to hold the same position in companies
described herein.

Global (ex-US) readers

The information contained in the publication is not approved for the public and is only intended for recipients who would be generally classified as ‘qualified’,
‘professional’, ‘accredited’ or ‘institutional’ investors. The information is not designed for use in any jurisdiction or location where the publication or availability of the
information would be contrary to local law or regulation. If you have access to the information it is your responsibility to be aware of and to observe all applicable
laws and regulations of any relevant jurisdiction and it is recommended any potential investor first obtain appropriate legal, tax, investment or other professional
advice prior to acting upon the information. The value of investments and any income from them can go down as well as up and investors may not get back all that
they have invested. Please be advised that any return estimates or indications of past performance in this publication are for information purposes and can in no way
be construed as a guarantee of future performance. Coronation Fund Managers accepts no liability of any sort resulting from reliance being placed upon outdated
information contained in this publication by any user or other person. Whilst every effort is made to represent accurate financial and technical information on an
ongoing basis, inadvertent errors and typographical inaccuracies may occur. Information, laws, rules and regulations may also change from time to time. Information
contained in the publication is therefore made available without any express or implied representation or warranty whatsoever, and Coronation Fund Managers
disclaims liability for any expenses incurred, or any damage, claims or costs sustained by users arising from the reliance being placed on the use of links, services or any
information or representations contained in the publication. Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management International
(Pty) Ltd (FSP 45646) and Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation Life Assurance
Company Limited is a licenced insurer under the Insurance Act, No.18 of 2017. Coronation International Limited is authorised and regulated by the Financial Conduct
Authority. Coronation Global Fund Managers (Ireland) Limited is authorised by the Central Bank of Ireland under the European Communities (UCITS) Regulations 2011
and the Alternative Investment Fund Managers Directive 2011, with effect from 22 July 2014. Unit trusts are generally medium to long-term investments. The value of
units may go up as well as down. Past performance is not necessarily an indication of the future. Unit trusts are traded at ruling prices and can engage in borrowing
and scrip lending. Unit trusts may invest in assets denominated in currencies other than their base currency and fluctuations or movements in exchange rates may have
an adverse effect on the value of the underlying investments. Performance is measured on NAV prices with income distribution reinvested.

This article is for informational purposes and should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make changes to investment strategies at any time.

If a company’s underlying fundamentals or valuation measures change, Coronation will re-evaluate its position and may sell part or all of its position. There is no
guarantee that, should market conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee that the opinions
expressed herein will be valid beyond the date of this presentation. There can be no assurance that a strategy will continue to hold the same position in companies
described herein.
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