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Abstract 

Kweichow Moutai's share price, which has risen about 72-fold since its listing, is now a 
miracle among A-shares and is being watched by investors. Under the influence of the 
epidemic, Moutai's stock has shown resilience. Therefore, from a theoretical perspective, 
this paper uses the FCFF model to calculate the high valuation of Moutai and mainly 
explores its impact on the stock price from the perspective of the company's operating 
system. The investment significance of this paper aims to give a new understanding of 
the highly valued stocks in light of the current situation. 
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1. Introduction 

China's investment trading market is active with the development of the capital market, and 
the liquor sector is the sector that investors are paying close attention to at present. Even under 
the epidemic, leading Moutai's share price remained at a high level.  

Kweichow Moutai (600519.SH), the leader in the liquor sector, was listed on its A-shares on 
August 27, 2001, with an offering price of 31.39 yuan, topping 1,000 yuan for the first time in 
mid-2019. On January 13, 2021, under the circumstances of the overall pullback of the liquor 
sector, the king of A-share Kweichow Moutai still rose, and once rose to 2173.77 yuan per share, 
hitting a new high. At present, with the cries of "peak valuation", the share price of Kweichow 
Moutai has increased 7199% or 72 times. 

The basic principle of investing in stocks is that the intrinsic value of an enterprise is an 
important factor that determines the market value of an enterprise [1]. In addition, investors 
will also analyze the financial situation, profit prospects, and operating conditions of a listed 
company before investing. Therefore, the performance of Kweichow Moutai's share price is 
inseparable from the company's operations. 

2. Study Method 

2.1. Case study analysis: 

The rise in Kweichow Moutai's share price is tied to the company's operations. Therefore, this 
paper will be combined with the specific cases of Moutai operation, for analysis. 

2.2. Literature analysis: 

Find the valuation methods and choose the FCFF model suitable for Kweichow Moutai 

2.3. Valuation analysis: 

Use the company's financial statements to evaluate the company by FCFF 
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3. Quantitative and Qualitative Analysis of the Reasons for the High Share 
Price 

FCFF model (Free Cash Flow for the Firm) refers to the valuation of the whole company using 
the company's Free cash flow. There are many algorithms for FCFF. In this paper, 
FCFF=EBITDA* (1- tax rate) + depreciation * tax rate - new investment in working capital - new 
investment in fixed assets is adopted [2]. WACC is taken as the discount rate, and it is assumed 
that the company grows steadily after that, and G is the stable growth rate of the company after 
T. In theory, the value of a company can be calculated by the following formula: 

𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑓𝑖𝑟𝑚 = ∑
𝐹𝐶𝐹𝐹𝑡

(1 + 𝑊𝐴𝐶𝐶)𝑡
+

𝑛

𝑡=1

𝑇𝑉

(1 + 𝑊𝐴𝐶𝐶)𝑡
 

 

Table 1. Cash Flows of Kweichow Moutai Between 2020 and 2023 
FCFF=EBITDA*(1-tax rate)+depreciation*tax rate- new investment in working capital - new investment in 

fixed assets is adopted 
unit:million 2020A 2021E 2022E 2023E 
Net Profit 49979.55 57012.86 65117.11 76281.55 
Interest -234.61 -86.92 -98.49 -114.61 

Income Tax 17136.74 19279.91 21981.33 25702.81 
+) =EBIT 66881.68 76205.85 86999.95 101869.75 

Depreciation 1230 1230 1230 1230 
+) =EBITDA 68111.68 77435.85 88229.95 103099.75 

T=25%, WACC=6.48%, g=3.5% 
(1-T) * EBITDA 51083.76 58076.89 66172.46 77324.81 

Depreciation *Tax rate 307.5 307.5 307.5 307.5 
New Working Capital 380 321 996 300 

New Fixed Assets -100 -100 -100 -100 
+) =FCFF 51671.26 58605.39 67375.96 77832.31 
PV of CF /// 58605.39 63275.695 68647.36 

PV of firm: 2222284.14 
Share: 1256 

Stock price per share: 1770CNY 

 

As shown in Table 1, the theoretical calculation result is lower than the current stock price, and 
part of the error is due to the deviation of cash flow. At the same time, the marketing system 
and the function of the capital market also lead to the high valuation of Moutai. 

First of all, the production area of Kweichow Moutai has a unique climate, and the liquor 
produced is colorless and transparent with an outstanding aroma, which cannot be replicated 
by other liquor companies. At the same time, Moutai's liquor does not have a short shelf life like 
ordinary food, nor does it have depreciation. Instead, the longer it is stored, the more valuable 
it becomes. Therefore, the company will not have inventory accumulation and waste. 

Second, Kweichow Moutai has formed a mature marketing system in the past 20 years since its 
listing, which can be divided into three aspects. On the first hand, the company captures the 
characteristics of the Chinese consumer market and consumers' preferences. In China, the 
consumption scene of Moutai is mainly gift consumption and collection. The peak season for 
sales of Moutai is during the Spring Festival. China is a society that attaches great importance 
to human relations and has a wine culture. Therefore, wine has become a medium to enhance 
relationships at dinner parties. According to Maslow's hierarchy of needs, food belongs to the 
most basic level, namely its Physiological needs, while consumers of Moutai belong to the third 
level of belonging needs to increase social attributes and strengthen interpersonal 
relationships [3]. Therefore, compared with ordinary liquor, Moutai commands a certain 
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premium because it can meet the higher demands of consumers. The marketing system is also 
reflected in the sales channel. Moutai's first-tier wholesalers must receive deposits before 
delivering goods, reducing the risk that receivables will not be collected. The product is in short 
supply, so that the primary wholesalers pay a premium to the secondary wholesalers and then 
to the consumers, which leads to the increase of gross profit. And the premium will lead to 
middlemen to detain Moutai. Even in the early 2021 when the epidemic, the wholesale price of 
Moutai loose bottles continued to maintain more than 2500 yuan. The third point of the 
marketing system is to establish brand effect under the banner of "national wine". In addition 
to registering the trademark of the national liquor Moutai, Moutai Group used the word 
"national liquor Moutai" extensively in its advertising campaigns before finally changing its 
name to "Kweichow Moutai" in 2019 [4]. The flag of national liquor helps Moutai to establish a 
brand image, improve its status, stand out from many liquor enterprises, and become the first 
choice of domestic liquor consumers. Chinese liquor is well known overseas for its exquisite 
craftsmanship and unique style, and its output accounts for nearly 40% of the global output of 
spirits [5]. With the expansion of baijiu exports, Moutai has acquired the banner of national 
liquor and is even better able to export it. Moutai in China has formed a huge brand effect for 
the company to reduce production costs. Moutai is characterized by its flavor, as is Coca Cola. 
Although Coca Cola has been sold for many years, its taste is its biggest characteristic, and the 
formula has not changed over the years. Moutai's bottle packaging is also well known to 
consumers. Without innovation and change, it is beneficial to maintain the brand effect, thus 
saving the cost of the company's product planning [6]. 

Thirdly, Moutai is hyped by the capital market, and investment institutions tend to jointly raise 
the price of Moutai as the investment direction. Kweichow Moutai has at least 220,000 
investors at 2,200 CNY per share, which is the total amount invested in most retail stock 
accounts. Individual retail investors are rarely able to afford Moutai. Kweichow Moutai's 
investors are mostly organized institutions. Therefore, in addition to the brand effect and 
scarcity of products, the composition of Moutai investors also makes Moutai more resilient and 
its stock price is relatively stable. In addition, Moutai itself has excellent quality, its output is in 
short supply, and the company's transparency is high, so the possibility of performance decline 
and lightning strikes is less. Therefore, compared with value investment, Moutai is more like a 
target for investment institutions to group together for heating [7]. 

4. Conclusion 

Through the theoretical valuation of the FCFF model, it is found that the valuation of Moutai is 
high, and one of the reasons is that the company's management system and marketing system 
are closely related to the stock price. The strong brand power of Moutai will increase the 
product premium and give the company higher pricing power. The high price leads consumers 
to choose Moutai as the first choice for collection and gift-giving. Supply is smaller than demand, 
further raising the price of Moutai. With its strong brand strength and scarcity, as well as the 
investment of investment institutions, Moutai can show more stability against cyclical 
fluctuations and enjoy a premium valuation even in the face of the challenges of the epidemic. 
Today, expensive stock prices make it difficult for individual investors to invest and instead 
become the target of investment institutions in the capital market. Moutai is not only the leader 
of the liquor plate but also the miracle of A-shares. 
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