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Glodon (002410 CH)

Infrastructure construction managemenq as new BUY (Maintain)

growth driver in the 9™" Three-Year Plan

Glodon hosted 2022 investor conference on 16 Jun. The company laid out its 9t
Three-Year Plan (2023-2025) with core focuses in 1) Digital Construction
Platform (PaaS), 2) Infrastructure Construction Management and 3) Digital
Design products. Management is confident that the construction management
segment will maintain high growth (revenue guidance: +30% YoY in 2022E) in
2023-2025 and will turn profitable in 2023-2024. We continue to like Glodon for
its leadership in domestic construction software. Maintain BUY.

Key focuses of the 9" Three-Year Plan (2023-2025): ecosystem, digital
design and infrastructure management. Glodon positions itself as an
Industry Platform in the 9 Three-year Plan. The company will expand its
product offerings along the construction supply chain with focuses in 1) Digital
Construction Platform, 2) Infrastructure construction management and 3)
Digital Design products.

Expanding from SaaS to PaaS. Glodon targets to build a software
ecosystem by launching Digital Construction Platform (PaaS) this year. The
company will focus on three core SaaS products including Digital Design,
Zebra Progress and Construction Costing while allowing ISVs to develop
niche applications for sub-verticals based on PaaS. For large enterprises,
PaaS will be sold as a new product as it allows these enterprises to easily
customize applications with the software tools.

Clearer product plan for infrastructure construction management. China
construction companies face pain points, including 1) high utility usage and 2)

low profitability, in infrastructure construction due to poor project management.

Glodon has launched construction management solutions specifically
targeting infrastructure (first stage: road/ high-ways). In 2022, Glodon expects
newly signed contracts amount to RMB400mn (triple YoY). Regarding
profitability timeline, management is confident that the construction
management segment will turn profitable in 2023-2024. For existing
construction management contracts, 30% is related to Glodon’s proprietary
software and 70% is related to hardware sales. Blended gross margin
exceeds 60% although smart construction business margin is lower at 50%.

Maintain BUY. We keep our FY22-24E earnings forecast. Maintain BUY with
unchanged target price of RMB72.03.

Earnings Summary

(YE 31 Dec) FY20 FY21 FY22E FY23E FY24E
Revenue (RMB mn) 4,005 5,619 6,760 7,964 9,389
YoY growth (%) 13% 40% 20% 18% 18%
Net profit (RMB mn) 330 661 904 1,050 1,261
EPS (RMB) 0.28 0.56 0.76 0.88 1.06
YoY growth (%) 34% 99% 37% 16% 20%
Consensus EPS (RMB) 0.28 0.56 0.83 1.11 1.41
PE (x) 187.0 93.7 68.1 59.0 49.1
EV/sales 14.3 10.3 8.5 7.1 5.9
Dividend Yiled (%) 0.01 0.01 0.00 0.00 0.00
ROE (%) % 11% 15% 17% 17%
Net debt to equity net cash net cash net cash net cash net cash

Source: Company data, Bloomberg, CMBIGM estimates
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Focus Charts

Figure 1: Revenue and growth

Figure 2: Revenue breakdown
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Figure 3: SaaS revenue Figure 4: SaaS newly signed contract
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Figure 5: SaaS unearned revenue Figure 6: Free cash flow
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2022 Investor Conference Takeaways

Glodon 9% three year plan

e Focusing on ecosystem. Glodon positioned itself as an Industry Platform in the
9th Three-year Plan (2023 — 2025). The company will focus more on building a
comprehensive software ecosystem for the construction industry, leverage on its
open Paas platform, together with other independent software vendors.

e New initiatives in design and infrastructure. In 2020-2022, Glodon focuses on
Construction Costing, Construction Management and Innovative Businesses. In
2023-2025, Glodon targets to expand product portfolio into construction design and
infrastructure.

Figure 7: Glodon 9th three-year plan
h=RE

PER +£=(2017-2019) J\=(2020-2022) L= (2023-2025)

FaEi NEETE d BT

: o]

LR 2 L]

%SaaSEL A hFIIRR S R

@ BAKRBFHER

BT HEL., i, Q. S8 SBoETeW B, g BT, &N, o a8 £FeUE

Source: Company data, CMBIGM

Digital Construction Platform

e Launching Digital Construction Platform (PaaS) this year. Glodon will launch
a cloud-based Digital Construction Platform later this year. Glodon will focus on
three core SaaS products including 1) Digital Design, 2) Zebra Progress and 3)
Construction Costing. For niche software applications to be used in sub-verticals,
ISV can leverage on Glodon PaaS to develop accordingly. For large enterprises,
PaaS will be sold as a new product which allows these enterprises to develop
customized applications using software tools on the PaaS.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 8: Digital Construction Platform features
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Figure 9: Digital Construction Platform value
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Construction Management - Infrastrucure

e Pain points of infrastructure construction management. China infrastructure
construction companies face two problems including 1) high utility usage and
resources wastage and 2) low profitability due to poor project management.
Glodon has launched construction management products targeting the
infrastructure industry. In particular, Glodon will first focus on roads/ high-ways
construction.

e Targeting RMB400mn newly signed contracts related to infrastructure
construction management. Glodon set up infrastructure management business
unit in 2020. In 2021, Glodon signed 100 projects amounted to RMB130mn. In
2022, Glodon targets newly signed contract amount to triple to RMB400mn.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Figure 10: Targeting RMB400mn newly signed contracts related to infrastructure
management in 2022
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Figure 11: Infrastructure Management Platform
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Figure 12: Infrastructure Management Platform illustration
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Figure 13: Infrastructure Management Platform illustration
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Figure 14: Infrastructure Management Platform illustration
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e RMB17.2bn market size. Glodon expects digitalization spending in infrastructure
construction (including roads and railways) in the 14" Five-Year Plan will amount
to RMB17.2bn annually.

Figure 15: Infrastructure management market size in 14th Five-Year Plan
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Operating model

Figure 16: Operating model
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Source: Company data, CMBIGM
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Figure 17: Quarterly operating model

RMB mn 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3021 4Q21 1Q22 2Q22E 3Q22E 4Q22E
Revenues 566 1,043 979 1,417 849 1,329 1,423 2,018 1,131 1,588 1,690 2,350
Gross Profit 534 924 879 1,213 764 1,171 1,220 1,572 967 1,400 1,431 1,829
Operating income 82 121 121 84 90 244 191 222 145 355 348 294
Net profit 53 77 100 101 77 209 189 186 109 247 301 248
EPS (RMB) 0.05 0.07 0.08 0.08 0.06 0.18 0.16 0.16 0.09 0.21 0.25 0.21
Margins
Gross margin 94.3% 88.6% 89.8% 85.6% 90.0% 88.1% 85.7% 77.9% 85.5% 88.2% 84.7% 77.8%
Operating margin 145% 11.6% 12.4% 5.9% | 10.6% 184% 135% 11.0% | 12.9% 22.4% 20.6% 12.5%
Net margin 9.4% 7.4%  10.2% 7.1% 9.0% 15.7% 13.3% 9.2% 9.6% 155% 17.8% 10.6%
Growth (QoQ)
Revenues -57% 84% -6% 45% -40% 57% % 42% -44% 40% 6% 39%
Gross Profit -53% 73% -5% 38% -37% 53% 4% 29% -38% 45% 2% 28%
Operating income -26% 47% 1% -31% 8% 171% -22% 16% -35% 145% -2% -16%
EPS -31% 42% 26% 1% -24% 173% -10% -2% -41% 127% 22% -17%
Growth (YoY)
Revenues 20% 15% 14% 9% 50% 27% 45% 42% 33% 19% 19% 16%
Gross Profit 20% 8% 18% 8% 43% 27% 39% 30% 27% 20% 17% 16%
Operating income 9% 113% 28% -25% 10% 103% 58% 166% 61% 46% 82% 32%
EPS -5% 119% 37% 26% 38% 165% 89% 84% 41% 17% 58% 33%

Source: Company data, CMBIGM
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Valuation

Glodon (002410 CH, BUY, TP RMB72.03)

We maintain BUY with unchanged target price of RMB72.03, based on 12x FY22E
EV/Sales, in-line with 3 year mean.

Figure 18: Peers’ valuation

Market Sales EPS
Cap Price TP EV/sales (x) FCF margin (%) CAGR CAGR

Company Ticker Rating (US$mn)  (LC) (LC) | FY22E  FY23E  FY22 FY23E FY21-24E  FY21-24E
Glodon 002410 CH  BUY 9,243 5210  72.03 8.5 7.1 16%  16% 19% 24%
MYC 909 HK HOLD 2,663 1062 11.22 438 3.8 14% 3% 21% 15%
Yonyou 600588 CH NR 10,325 20.17 N/A 6.2 5.0 13% 7% 18% 15%
g'frf‘i%?ft 688111 CH NR 14,227  207.07 N/A 20.9 15.8 59%  17% 30% 28%
Kingdee 268 HK NR 7,569 17.10 N/A 9.3 7.4 4% 3% 24% n.a.
Autodesk ADSKUS  NR 38,394  176.71 N/A 9.1 7.9 36%  29% 15% 26%
CoStar CSGPUS NR 22,327 56.35 N/A 9.0 7.8 2% 17% 15% 15%
Mean 9.8 8.1 26%  17% 20% 20%

Median 9.1 7.6 21%  16% 21% 15%

Source: Bloomberg, CMBIGM

Figure 19: 12M forward EV/sales chart Figure 20: 12M forward EV/sales band
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Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY20 FY21 FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20 FY21 FY22E FY23E FY24E

Revenue 4,005 5,619 6,760 7,964 9,389 Net profit 330 661 904 1,050 1,261

Cost of sales (454) (893) (1,132) (1,467) (1,838) Depreciation/amortization 229 158 286 327 371

Gross profit 3,550 4,727 5,627 6,497 7,551 Change in working capital 784 525 322 525 612
Others 533 258 197 114 143

Selling exp (1,256) (1,587) (1,753) (2,070) (2,388) Net cash from operating 1,876 1,601 1,709 2,016 2,387

Admin exp (879) (1,099) (1,285) (1,477) (1,728)

R&D exp (1,083) (1,333) (1,508) (1,765) (2,046) Capex (439) (720) (643) (718) (691)

Other operating exp. 75 41 60 63 76 Other (257) (821) 155 0 0

Operating profit 408 748 1,142 1,248 1,465 Net cash from investing (697) (1,541) (488) (718) (691)

Finance income/ (costs) 17 53 44 54 66 Net borrowings (1,088) 3) 0 0 0

Other non-oper exp. (15) (52) (79) (64) (56) Dividend paid (157) (354) (357) (238) (238)

Pre-tax profit 410 749 1,107 1,238 1,475 Other 2,645 (438) (277) (114) (143)
Net cash from financing 1,400 (795) (634) (352) (381)

Income tax expense (29) (31) 97) (74) (71)

Minority interests (51) (58) (107) (114) (143) Netchangein cash 2,580 (735) 587 946 1,315

Net profit to shareholders 330 661 904 1,050 1,261 Cash at beginning of theyear 2,231 4,797 4,050 4,630 5,576
Exchange difference (14) (23) (6) 0 0
Cash at the end of the year 4,797 4,050 4,630 5,576 6,891

Balance sheet Key ratios

YE 31 Dec (RMB mn) FY20 FY21 FY22E FY23E FY24E YE 31 Dec FY20 FY21 FY22E FY23E FY24E

Current assets 5,420 5,122 5,427 6,344 7,635 Revenue mix

Cash & equivalents 4,797 4,050 4,630 5,576 6,891 Engineering costing 70% 68% 68% 67% 66%

Account receivables 475 560 651 614 579 - SaaS 41% 46% 50% 53% 55%

Inventory 26 71 52 61 72 Engineering construction 24%  21% 22% @ 22% @ 22%

Other current assets 121 441 94 94 94 Overseas 4% 3% 2% 2% 2%
Others 1% 5% 4% 4% 4%

Non-current assets 4,127 4,946 5,194 5585 5,905 Finance income 1% 1% 0% 0% 0%

PPE 994 1,219 1,619 2,191 2,692

Intangible assets 1,664 1,979 1,888 1,707 1,526 Growth (%)

Other non-current assets 1,470 1,747 1,687 1,687 1,687 Revenue 13% 40% 20% 18%  18%

Total assets 9,547 10,068 10,621 11,929 13,540 Operating profit 21% 84% 53% 9%  17%
EPS 34% 99% 37% 16% 20%

Current liabilities 2,858 3,637 4,018 4,515 5,103

ST borrowings 3 0 0 0 0 Profit & loss ratio (%)

Account payables 1,740 2,395 2,789 3,286 3,874 Gross margin 88.7% 84.1% 83.3% 81.6% 80.4%

Accrued expense 0 0 0 0 0 Operating margin 10.2% 13.3% 16.9% 15.7% 15.6%

Unearned revenue 1,115 1,242 1,229 1,229 1,229 Net profit margin 8.3% 11.8% 13.4% 13.2% 13.4%

Non-current liabilities 131 158 171 171 171 Balance sheet ratio

LT borrowings 0 0 0 0 0 Receivable turnover days 49 34 33 29 23

Other non-current liabilities 131 158 171 171 171 Unearned revenue days 81 77 67 56 48

Total liabilities 2,989 3,795 4,189 4,686 5,274 Payable turnover days 159 156 151 151 151
Current ratio (x) 1.90 1.41 1.35 1.41 1.50

Share capital 1,186 1,189 1,190 1,190 1,190 Net debt to equity net cash net cash netcash net cash netcash

Capital surplus 3,135 3,174 3,062 3,062 3,062

Retained earnings 1,957 2,432 2,979 3,790 4,813 Profitability (%)

Other reserves 125 (1,007) (1,277) (1,277) (1,277) ROE 7% 11% 15% 17% 17%

Minority interest 156 485 478 478 478 ROIC 18% 34% 48% 62% 82%

Total equity 6,558 6,273 6,432 7,243 8,266

Total liabilities and equity 9,547 10,068 10,621 11,929 13,540 Per share data (RMB)
EPS (RMB) 028 056 076 0.88 1.06
DPS (RMB) 025 030 020 020 0.20
BVPS (RMB) 5.40 4.87 5.00 5.68 6.54

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 11



14 H R

“MB INTERNATIONAL

17 Jun 2022

L

Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

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

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

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
not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
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 (I)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 (Il) 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.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 12



