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iQIYI (IQ US)

Expecting upbeat margin on better ARM

We expect IQ to deliver in-line topline (+7.5%) and upbeat margin (11% non-
GAAP OPM) in 3Q23E, primarily on better-than-expected ARM. By segment, we
estimate subs rev +20% YoY, on rising ARM (+12% YoY to RMB15.5, vs. prior
9%) with subs of 107mn. We are more positive on its ARM trend (with long-term
target at RMB25-30), backed by narrowing discounts, enriched subs benefits and
campaign. Ads will report accelerated growth at +35% YoY in 3Q23E, driven by
high-quality content and recovering verticals. Certain content delay will not lead
to meaningful impacts on rev, thanks to its diversified pipeline (60-80 titles per
year). Looking ahead, we expect its strong originals to support robust growth and
unlock subs LTV, including A journey to love <—#4s %.1,>, Fox Spirit Matchmaker
<Pk ¢odg>, and Story of Kunning Palace <7 4= %>. We keep our full-year
earnings forecast unchanged, with TP of US$8.6.

B Expectina upbeat marain in 3023E. We expect |0 to deliver in-line rev
(+7.5% YoY) with better-than-expected non-GAAP OPM of 11% (vs. prior
10%). By seament, we estimate subs rev +20% YoY, mainly attributable to
risina ARM (+12% YoY. vs. prior 9%) with subs of 107mn. Ads will see robust
arowth (+35% YoY). in which performance ads outperformed brand ads. We
model content distribution/others to achieve RMB511mn/802mn, -30%/-38%
YoY. Non-GAAP OP is estimated to be RMB858mn (vs. prior 810mn).
primarily on higher ARM, expanding GPM (27% in 3Q23E), and stable opex.

B Enhanced subs LTV with risina ARM. As IO prioritizes on lona-term value
of subs. ARM is the kev driver for rev arowth and marain expansion. We are
more positive on its ARM trend, backed by narrowina discounts, enriched
subs benefits and campaian. We forecast ARM +12% YoY in 3023E. with
lona-term taraet of RMB25-30. We think certain content delavs pose verv
limited impact on its topline, thanks to its diversified pipeline (60-80 titles per
vear). Suaaest to eve on kev launches in 4023E. includina A iournev to love
<—#4:3#.L>. Chinese Paladin 4 <AlL4&l#44% 4 4>. Young couple </ %k %>,
Bionic <47 £ A 7> and Cat and Thief <3-5%>, etc.

B Strona ads momentum to continue. Ads would show accelerated arowth
to +35% YoY in 3023E (vs. +25% YoY in 2023). Performance ads would
outperform brand ads. aiven enhanced marketina capability and incremental
budaets from internet service, ecommerce and acames. Brand ads is
expected to see double-diait YoY arowth. thanks to risina budaet from F&B
and recovering verticals (e.g. internet service, healthcare, and
transportation).

B Maintain BUY. We keep FY23-25E earninas forecast unchanaed. with
DCF-based TP of US$8.6 (23x/17x FY23/24E P/E), laraely in line with Netflix
and Mango’s multiple. Key catalysts: 1) key dramas to be launched in 4Q23E;
and 2) decent ARM growth and ads recovery.

Earnings Summary

(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E
Revenue (RMB mn) 30,554 28,998 32,382 34,581 35,952
YoY growth (%) 29 (5.1) 11.7 6.8 4.0
Adj. net income (RMB mn) (4,549) 1,266 2,523 3,442 3,908
Adj. EPS (RMB) (5.6) 15 2.7 3.6 4.1
YoY growth (%) NA NA 99.3 36.4 135
Consensus EPS (RMB) NA NA 2.3 3.3 4.1
P/E (x) NA 22.6 12.7 9.4 8.3
P/S (x) 11 11 1.0 0.9 0.9
Yield (%) 0.0 0.0 0.0 0.0 0.0

MEEi1=E S

CMB INTERNATIONAL

§ If W7 = @ W WooEL #
A Wholly Owned Subsidiary Of China Merchants Bank

BUY (Maintain)

Target Price US$8.6
(Previous TP US$8.6)
Up/Downside +84.9%
Current Price uss$4.7

China Entertainment Sector

Sophie HUANG
(852) 3900 0889
sophiehuang@cmbi.com.hk

Eason XU
(852) 3900 0849
easonxu@cmbi.com.hk

Stock Data

Mkt Cap (US$ mn) 4,590
Avg 3 mths t/o (US$ mn) 45.53
52w High/Low (US$) 7.99/ 1.65
Total Issued Shares (mn) 522

Source: Bloomberg

Shareholding Structure

Goldman Sachs 8.09%
BlackRock 3.79%
Vanguard Group 3.32%

Source: Bloomberg

Share Performance

Absolute Relative
1-mth 1.1% 3.3%
3-mth -10.9% -6.3%
6-mth -30.0% -36.7%

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> AND http://www.cmbi.com.hk
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Figure 1: 3Q23E financial preview

RMB mn 3021 4Q21 1Q22 2022 3022 4Q22 1Q23 2023 3Q23E  QoQ YoY Consensus Diff %
Revenue 7,589 7,389 7,277 6,657 7,471 7,593 8,349 7,802 8033 | 3.0%  7.5% 8,047 0%
Operating profit (1,368) 7,389 93 126 310 784 859 610 683 | 11.9% 120.6% 2,106 -68%
Net profit (1,730)  (1,776) 169 (214) (396) 304 618 365 438 | 19.8% NA 618 -29%
Adi. net profit (1,400)  (1,002) 162 78 187 856 940 595 604 | 15% 222.6% 490 23%
EPS (RMB) (1.75)  (1.25) 0.20 0.09 0.22 0.98 0.97 0.61 061| 1.0% 184.9% 0.42 45%

Margin (%)

Gross margin 7.4% 11.9% 18.0% 21.2% 23.6% 28.9% 28.7% 26.0% 27.0% 26.2%
Operating margin -18.0%  100.0% 1.3% 1.9% 4.1% 10.3% 10.3% 7.8% 8.5% 26.2%
Adj. net margin -18.4%  -13.6% 2.2% 1.2% 2.5% 11.3% 11.3% 7.6% 7.5% 6.1%

Growth (%)

Revenue (YoY) 5.6% -0.9% -8.7%  -12.5% -1.6% 2.8% 14.7% 17.2% 7.5% 7.7%
Revenue (QoQ) -0.3% -2.6% -1.5% -8.5% 12.2% 1.6% 10.0% -6.5% 3.0% 3.1%
Operating profit NA NA NA NA NA NA 819.2% 385.3%  120.6% 580.0%
Adi. net profit NA NA NA NA NA NA  479.3% 659.9% 222.6% 161.5%

Source: Company data, Bloomberg, CMBIGM estimates

Figure 2: 3Q23E revenue breakdown

Revenue (RMB mn) 7,589 7,389 7,277 6,657 7,471 7,593 8,349 7,802 8,033 3.0% 7.5%
Membership Services 4,288 4,121 4,471 4,285 4,211 4,744 5,547 4,947 5,036 1.8%  19.6%
Online Advertising 1,660 1,665 1,337 1,194 1,247 1,553 1,404 1,495 1,684 12.6%  35.0%
Content Distribution 627 762 626 479 730 635 727 553 511| -7.7% -30.0%
Others 1,013 842 842 698 1,284 661 670 807 802| -0.6% -37.5%

Source: Company data, CMBIGM estimates

Figure 3: Quarterly subs estimates Figure 4: Yearly subs rev estimates
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Figure 5: iQIYI’'s key drama series pipeline in FY23-25E

Type Titles Chinese Titles Genre Staring Launcdhaet(;
The water of river KT Z K Suspense Hi&. HE 4Q23
The baking challenge EANES S Comedy EER, RIE 4Q23
Rk RFA. £
The ungiue girl Th—F = 94 Romance = 4Q23
ARk
REZ. ER. K&
Gold Trio R4k Life « - ] 4Q23
National . .
IHE4Y. TR
Drama/  Ban torun do R A3 R T Life AE FRE. R 4Q23
B R A «
Hello Life TP B Life FARIL. EfE. RIE 4Q23
Young couple DEE 3 Life B WK FE 4Q23
g, BaE. 2
Soldiers from the wind £ ARF & Military = = 2023
WA E3EF. RF
The Comic Bang Fa! kiR Romance ,%;H T N 2023

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE. 2
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Men in love W Fe X HE 0 KB & Ve Romance IAWONID UL /NI 0 -3 2023
CEEE.
| am criminal police KA 2 Suspense ﬂ;::% B4 A TBC
H 5R
. LR AP E. RE
Rising with the wind E RS0 Romance jj D R 2023
ZFE. AZ k. #
Moments of youth LR S Life ;;;L RER #i 1Q24
Road to brightness K AR Life E—H#. Fiv, £f 1Q24
a Fi. .
City of city R Z IR Modern ,gf'm FhMh L 2Q24
San Ke Shu kb History a%E. THRA 1Q24
z 1. BARAR
My Altay EXSICEE S Life Z’Wﬂ RS T 1Q24
&
Like a flowing river3 KL K3 Life EP. Bk BT 2Q24
The white olive tree & & HHE A Romance Rk, & 2Q24
Beatiful lie REG R E LT Life M e, KT 4Q24
Northward Eo Modern bR B 2024
Ray of sunshine ek Modern ®E. FHeb. NEZE 2024
B KEE. kM
Created in China AR B ) i History ;;% IRE. & 2024
. MR A F62E.
Watchman FiRH Crime - Eal u 2Q24
Headwinds R Life A EFH. 2H 2024
FRE Bl Db
The elephant is right here R K% Modern ;\ b # & 2024
Fighting for love T Z N E Costume KRR Z. RZ%E 3Q23
White Cat Legend KISV iz Costume TH45 A4 4Q23
B Kk#h. LR
Tiger Crane JRABIRIT F Costume ij A 4Q23
e
iR, A, R
Meet me in your sound 47 AR Costume :;‘1 B o 4Q23
F
H M. BTk, Bk
Special Lady g _EAde E Romance i 27 4Q23
E3
The Mutations KB FH & Costume #ra. & e 4Q23
ghe Demon Hunter's R Romance EEA. AL 4Q23
Oriental omance
Fantasy/ A journey of love —&% Costume X% NFF 4Q23
fnh Bk, AFT. £
Zi Chuan 9l Costume j . iFT. F 2023
Fox Spirit Matchmaker WA IR A Costume R BB RS 2023
Fox Spirit Matchmaker IR LAt e Costume X & KEL 2023
. k. K. L2
Story of Kunning Palace TR & Costume ﬁﬁ' e TBC
. BRA. EXIE. H
My life is a thief Hret4E 2k Costume B BT AR TBC
AR
Love in the desert DY Romance SR AT TR 4Q24
ik R, F
Chinese Paladin 4 ) 41k A 4 Costume ;ﬁ; e BEL. £ 4Q23
28
. EENETT NEY
New York Mission2 JEABTIRE 2 Suspense i% fE . 3Q23
Legend of i
Justice/ e o EITINE I/ NS 7
S 4 The truth of scent M AREFE Suspense, Romance W 3Q23
Bionic 15 £ AT Sci-fi KB it 4Q23

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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Back for you 2 Romance ;i ’ =T ’ 4Q23
KA AT, 4
Copycat killer AT Suspense 7:? & & 4Q23
iz, LA, >
Ball Lightning POVE) Scifi ;”? ®F H2 1Q24
Rrident 2 ZX#2 Crime K. 5. A-F 1Q24
The truth Il KIFERAL Suspense L EA. XlsiE 1Q24
. AERER FIRA. A
Square Pavilion T AE Costume - o 3024
S
KFR EAE. T
In the name of the brother BRE—ABW History %:ﬁ RAM 3Q24
{l
Stealing time RrE Crime BEE FHA 4Q24
Dark night and dawn (=R Sk & Crime FR4riE. &i&. ARIE 2024
Cat and Thief “F % Crime FFAH BE TBC
Annual Joy " s @
= ¥, g, K
Party/ Annual Joy Party —F—EERE Comedy i T 1Q24
—$—FERE ¢
The limbo =F=R Suspense Bk kER, ER 4Q23
. DAEH. BKRKHA &
Interlaced scenes AR T Suspense Zﬂj J A 4Q23
E3E
) Tell no one FSEE YN Suspense BRFE. F—R 4Q23
Light On/ % ERE. &
K FA ; A, . R
TR Lost in the shadows ARALY TFH I+ Suspense £5 # 1Q24
. EBX. KY
Man Hunt =X Suspense ii * e 4Q24
The sundown 5z b Suspense ME. T TEA 2024

Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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Figure 6: iQIYI's quarterly ads rev estimates Figure 7: iQIYI's yearly ads rev estimates
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Source: Company data, CMBIGM estimates Source: Company data, CMBIGM estimates
Figure 8: Quarterly margin estimates Figure 9: Yearly margin estimates
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Figure 10: DCF valuation

2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

EBIT 3,505 4,630 5,300 5,974 7,257 8,189 9,028 9,887 10,678 11,212
Tax (100) (275) (512) (512) (674) (806) (928)  (1,045)  (1,068)  (1,121)
D&A 13,211 13,472 13,939 14,530 15,012 15,462 15,923 16,394 17,213 18,074
Working capital (9.690) (13,600) (14,106) (14,581) (15,113) (15573) (15991) (16,496) (17,320) (18,186)
CAPEX (907) (934)  (1,017)  (1,049)  (1,096)  (1,110) (1,109)  (L121)  (1,177)  (1,224)
FCF 6,019 3,293 3,603 4,362 5,386 6,162 6,923 7,619 8,326 8,754
FCF Growth -45% 9% 21% 23% 14% 12% 10% 9% 5%
Terminal Value 93,771
PV (FCF+ Terminal Value) 6,019 2,924 2,841 3,054 3,349 3,402 3,394 3,317 3,218 35,191

WACC 12.6%

Tax rate 15.0%

Risk free rate 3.6%

Beta 110

Market risk return 11.8%
Terminal growth rate 3.0%

11% 12% 13% 14% 15%

15% [ 96 85 7.9 68 62
PV 66,709 2.0% 9.9 8.7 8.1 7.0 6.3

minus: Net cash 8,155 Growth 2.5% 103 9.0 8.3 7.1 6.5

minus: Minority Interest 0 3.0% 10.7 9.3 73 6.6
Equity Value 58,553 3.5% 111 9.6 8.9 75 6.7
Shares (mn) 947 4.0% 117 10.0 9.2 7.7 6.9
Target Price (US$) based on DCF 8.6 4.5% 123 10.5 9.6 8.0 7.1

Source: CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE. 5
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Figure 11: CMBIGM estimates vs consensus
CMBIGM
FY24E
34,581

RMB mn, Dec-YE FY23E
Revenue 32,382
Gross Profit 8,500
Operating Profit 2,539
Adj. net profit 2,523
EPS (RMB) 2.66
Gross Margin 26.2%
Operating Margin 7.8%
Net Margin 7.8%

9,932
3,599
3,442

3.62

28.7%
10.4%
10.0%

FY25E
35,952
10,804
4,227
3,908
4.08
30.1%
11.8%
10.9%

FY23E
32,452
8,833
2,952
2,488

2.32

27.2%
9.1%
7.7%

Consensus
FY24E
34,760
10,261

4,060
3,511
3.25
29.5%
11.7%
10.1%

FY25E
37,111
11,446
4,791
4,233
4.08
30.8%
12.9%
11.4%

FY23E
-0.2%
-3.8%

-14.0%

1.4%
14.6%
-1.0ppts
-1.3ppts
+0.1ppts

Diff (%)
FY24E
-0.5%
-3.2%
-11.4%
-2.0%
11.1%
-0.8ppts
-1.3ppts
-0.1ppts

FY25E
-3.1%
-5.6%

-11.8%
-7.7%
0.0%
-0.8ppts
-1.2ppts
-0.5ppts

Source: CMBIGM estimates, Bloomberg

Figure 12: Comps table

Mkt cap Currency Price  CMBI FY23-25 EPS

(USD mn) Raiting CAGR
iQlyl 1Q US 4,447 USsD 4.7 BUY 8.6 12.7 9.4 8.3 1.0 0.9 0.9 24%
Internet giants
Tencent 700 HK 365,788 HKD 300 BUY 458 18.3 154 135 4.3 3.9 35 16%
Alibaba BABA US 213,419 usb 84 BUY 155 9.2 8.6 7.7 1.6 15 1.4 12%
Disney DIS US 157,727 usbD 86 NA NA 25.5 18.0 15.2 1.8 1.7 1.6 26%
Netflix NFLX US 157,636 Usb 356 NA NA 29.3 23.2 19.1 4.7 4.1 3.7 25%
Average 17.7 16.3 13.9 3.1 2.8 25 20%
VAS & Subscribers
Kuaishou 1024 HK 32,866 HKD 59 BUY 97 32.2 17.3 11.4 21 1.8 1.6 71%
Mango 300413 CH 6,826 CNY 27 NA NA 21.2 18.0 15.9 3.2 2.8 2.6 16%
Bilibili BILI US 5,581 usbD 13 BUY 26 NA NA 50.3 1.8 15 1.3 NA
TME TME US 11,601 usb 7 BUY 9 14.4 13.7 12.1 3.1 3.1 2.8 9%
Huya HUYA US 797 usb 3 BUY 6 NA 86.9 17.9 0.9 0.9 0.8 NA
Douyu DOYU US 309 usb 1 NA NA 18.1 18.2 18.2 0.4 0.4 0.4 13%
Momo MOMO US 1,358 usb 7 HOLD 14 4.7 4.6 4.3 0.8 0.8 0.8 5%
YY YY US 2,503 usb 40 BUY 51 10.9 10.8 9.5 11 1.0 1.0 11%
China Literature 772 HK 3,675 HKD 28 NA NA 18.1 15.8 141 35 3.2 2.9 13%
Average 14.6 14.0 12.9 1.9 1.7 1.6 11%
Film, TV & IP
Linmon Media 9857 HK 401 HKD 9 NA NA 9.1 5.4 NA 2.0 14 NA NA
Strawbear entertair 2125 HK 50 HKD 1 BUY 4 NA NA NA NA NA NA NA
Average 9.1 5.4 NA 2.0 14 NA NA
Advertising
Baidu BIDU US 41,868 usbD 120 BUY 201 12.0 115 10.2 22 2.0 1.9 9%
Weibo WB US 2,894 usbD 12 BUY 25 5.7 5.2 4.8 1.6 1.5 1.4 9%
Facebook META US 833,704 usb 324 NA NA 23.8 18.8 16.9 6.3 5.6 5.0 20%
Snapchat SNAP US 15,725 Usb 10 NA NA NA NA 51.5 35 3.1 2.6 NA
Average 13.8 11.8 10.6 2.4 2.2 2.7 12%
Average 15.7 134 12.7 23 2.0 1.9 14%

Source: Bloomberg, CMBIGM estimates

Key Investment Risks

Key investment risks may derive from: 1) key content delay; 2) regulatory uncertainty; 3)
slower-than-expected ads recovery for macro uncertainty; and 4) competition from SFV.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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Financial Summary
Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY21A  FY22A  FY23E FY24E  FY25E YE31Dec (RMBmn) FY21A  FY22A FY23E FY24E FY25E
Revenue 30,554 28,998 32,382 34,581 35,952 Net income (6,170) (136) 1,617 2,474 2,902
Membership services 16,714 17,711 20,669 22,293 23,373 D&A 16,766 16,475 13,211 13,472 13,939
Online advertising 7,067 5,332 6,257 6,615 6,770 Changein WC (17,586)  (18,346) (9,690) (13,600) (14,106)
services
Content distribution 2,856 2,470 2,396 2,492 2,566 Others 977 1,937 906 968 1,006

Others 3,918 3,485 3,061 3,182 3,243 Operating CF (6,013) (71) 6,043 3,314 3,740

COGS (27,513) (22,319) (23,882) (24,650) (25,148)

Gross profit 3,041 6,678 8,500 9,932 10,804 Capex (401) (841) (907) (934) (1,017)
Purchase of long-term (386) 582 - - -
investments

S&M (4,725)  (3,467) (3,887) (4,181) (4,361) Others 2,049 525 - - -
Admin.Exp. Investing CF 1,262 266 (907) (934) (1,017)
R&D (2,795)  (1,899) (2,074) (2,153)  (2,216)

Operating profit (4,479) 1,312 2,539 3,599 4,227 Equity raised 268 - - - -

Change of Debts 259 (240) 1,339 (469) (422)
Other income/(exp), (1,533)  (1,346) (822) (849) (813) Cash from CB raised 632 5,222 - - -
net

Pre-tax Income (6,012) (34) 1,717 2,749 3,414 Others (4,119) (513) - - -
Financing CF (2,959) 4,469 1,339 (469) (422)

Income Tax (97) (84) (100) (275) (512)

Net profit (6,251) (155) 1,617 2,474 2,902 Net change in cash (7,927) 4,664 6,475 1,912 2,301

Adj. net profit (4,549) 1,266 2,523 3,442 3,908 Cash (beg of yr) 10,941 3,075 7,112 13,587 15,499
FX (217) - - - -
Cash (end of yr) 3,075 7,112 13,587 15,499 17,800

Balance sheet Key ratios

YE 31 Dec (RMB mn) FY21A FY22A FY23E FY24E FY25E YE 31 Dec FY21A FY22A  FY23E FY24E FY25E

Non-current assets 30,948 32,263 29,385 30,917 32,416 Sales mix (%)

Fixed asset 1,345 1,105 1,846 2,088 2,291 Membership 54.7 61.1 63.8 64.5 65.0
services

Long-term investments 3,035 2,454 2,454 2,454 2,454 Online advertising 23.1 18.4 19.3 19.1 18.8
services

Licensed copyrights, 7,258 6,841 6,794 7,096 7,408 Content distribution 9.3 8.5 7.4 7.2 7.1

net

Others 19,310 21,864 18,292 19,280 20,263 Others 12.8 12.0 9.5 9.2 9.0
Total 100.0 100.0 100.0 100.0 100.0

Current assets 11,524 13,786 21,631 23,757 26,114

Cash 2,997 7,098 13,573 15,485 17,786 Growth rate (%)

Restricted cash 78 14 14 14 14 Revenue 2.9 (5.1) 11.7 6.8 4.0

Short-term investments 1,348 818 818 818 818 Gross profit 66.8 119.6 27.3 16.8 8.8

Account receivable 2,748 2,403 3,045 3,205 3,282 EBIT NA NA 93.4 41.8 17.5

Others 4,353 3,453 4,181 4,236 4,213 Adj. net profit NA NA 99.3 36.4 13.5

Current liabilities 22,476 28,130 30,122 30,338 30,286 P&L ratios (%)

Account payable 8,896 5,993 7,788 8,038 8,132 Operating margin 14.7) 4.5 7.8 10.4 11.8

Customer advances 3,485 4,232 3,855 4,117 4,280 Pre-tax margin (19.7) 0.2) 5.3 7.9 9.5

and deferred revenue

Accrued liabilities 3,172 2,626 2,914 3,008 3,069 Adj. net margin (14.9) 4.4 7.8 10.0 10.9

Short-term borrowings 4,118 3,348 4,687 4,218 3,796 Effective tax rate 0.3) (0.3) (0.3) (0.8) (1.4)

Others 2,806 11,931 10,878 10,958 11,009
Returns (%)

Non-current liabilities 14,323 11,575 11,575 11,575 11,575 ROE (106.0) (0.5) 18.4 21.5 20.5

Convertible senior 12,652 9,568 9,568 9,568 9,568 ROA (10.7) 2.7 4.9 6.3 6.7

notes

Others 1,670 2,007 2,007 2,007 11,575
Per share

MI 88 93 93 93 93 EPS (RMB) (5.64) 1.50 2.66 3.62 4.08

Total Equity 5,364 6,436 10,471 13,912 17,820 DPS (RMB) 0.00 0.00 0.00 0.00 0.00

Shareholders' equity 5,276 6,343 10,378 13,820 17,728 BVPS (RMB) 0.96 1.00 1.58 2.09 2.66

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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CMBIGM or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM does
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or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies, and encourages investors
to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information
contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other publications having information
and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with the companies in
this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM will not assume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or
published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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