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Macro uncertainty to impact revenue growth 
and margin outlook  

 

 

New Oriental announced 2QFY25 results on 21 Jan: net revenue was up by 
19% YoY to US$1,039mn (+31% YoY if excluding revenue from East Buy), in 
line with our/consensus estimate; non-GAAP net income declined by 29% YoY 
to US$36mn, below our/consensus estimate of US$43/45mn, primarily due to 
the impact of East Buy adjustment and investment in tourism business. For 
3QFY25E, management guided net revenue (excluding revenue from East Buy) 
to grow by 18-21% YoY to US$1.01-1.03bn, also below our expectation as 
macro uncertainty impacts the high-end businesses and competition intensifies. 
That said, management noted that New Oriental is still gaining market share. 
We trim FY25-27E total revenue forecast by 2-3% in view of the softer-than 
expected revenue guidance. We lower our SOTP-derived target price to 
US$80.0 (previous: US$87.0). Maintain BUY.  

 Educational businesses to decelerate in 3QFY25E. Overseas test prep 
and overseas study consulting business revenue grew by 21% YoY and 
31% YoY in 2QFY25, together accounting for c.24% of total revenue. 
Domestic test prep revenue was up by 35% YoY and accounted for c.9% of 
total revenue in 2QFY25. New educational business initiatives revenue 
recorded robust growth of 43% YoY in 2QFY25 (c.30% of total revenue), 
primarily fuelled by the growth of both non-academic tutoring (student 
enrolment +26% YoY) and intelligent learning system businesses (active 
paid users +44% YoY). Looking ahead in 3QFY25E, we estimate overseas-
related/domestic test prep/new educational initiatives/high-school tutoring 
revenue to increase by 15%/20%/40%/20% YoY respectively, with 
overseas-related business decelerating due to macro uncertainty.  

 East Buy is set for new development stage. East Buy registered a 9% 
YoY decline in revenue, and recorded a net loss of US$13.5mn in 1HFY25, 
primarily due to the disposal of Time with Yuhui. If excluding the impact of 
the disposal, East Buy recorded a net income of US$4.6mn in 1HFY25. 
Looking ahead, East Buy will continue to focus on improving product quality, 
growing its self-operated app, and enriching product varieties to better serve 
household needs. Tourism business continued to make progress, with its 
revenue up by 233% YoY in 2QFY25.  

 Expect margin pressure in 2HFY25E. Excluding the impact from East 
Buy, non-GAAP OPM was largely flat YoY at 3.2% in 2QFY25, as margin 
improvement in core educational business was offset by investment in new 
businesses. For 2HFY25E, management expected the OPM to face 
pressure due to the slower overseas-related business growth and 
investment in tourism business. Total number of schools and learning 
centres was up by 5% QoQ in 2QFY25, with a slower pace of expansion as 
New Oriental continues to balance profitability and revenue growth. 
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Stock Data   

Mkt Cap (US$ mn) 10,069.8 

Avg 3 mths t/o (US$ mn) 81.9 

52w High/Low (US$) 96.31/55.05 

Total Issued Shares (mn) 165.5 

Source: FactSet   
 

Shareholding Structure  

Minhong Yu 12.2% 

GIC 5.1% 

Source: Company data   
 

Share Performance 

 Absolute Relative 

1-mth -0.7% -1.0% 

3-mth -10.5% -15.5% 

6-mth -17.8% -25.8% 

Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 

 

Earnings Summary      

(YE 31 May) FY23A FY24A FY25E FY26E FY27E 

Revenue (US$ mn) 2,998 4,314 5,081 6,027 6,725 

Adjusted net profit (US$ mn) 258.9 381.1 439.4 612.4 829.8 

EPS (Adjusted) (US$) 1.54 2.30 2.65 3.70 5.01 

Consensus EPS (US$) 1.54 2.30 3.23 4.16 5.29 

P/E (x) 57.6 32.5 25.4 18.2 13.8 
 

Source: Company data, Bloomberg, CMBIGM estimates 
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Business forecasts update and valuation 

Figure 1: New Oriental: forecast revision 

 Current Previous Change (%) 

US$mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E 

Revenue 5,080.9  6,027.0  6,725.3  5,216.1  6,199.3  6,908.4  -2.6% -2.8% -2.7% 

Gross profit 2,721.0  3,312.0  3,769.3  2,829.8  3,439.4  3,923.5  -3.8% -3.7% -3.9% 

Non-GAAP net income 439.4  612.4  829.8  516.9  718.2  928.1  -15.0% -14.7% -10.6% 

Non-GAAP EPS (US$) 2.7  3.7  5.0  3.1  4.3  5.6  -15.0% -14.7% -10.6% 

Gross margin 53.6% 55.0% 56.0% 54.3% 55.5% 56.8% -0.7 ppt -0.5 ppt -0.7 ppt 

Operating margin 9.1% 11.5% 13.5% 9.7% 12.0% 14.3% -0.7 ppt -0.5 ppt -0.7 ppt 

Non-GAAP net margin 8.6% 10.2% 12.3% 9.9% 11.6% 13.4% -1.3 ppt -1.4 ppt -1.1 ppt 

Source: CMBIGM estimates 

Figure 2: New Oriental: CMBIGM estimates vs consensus 

 CMBIGM Consensus Diff (%) 

US$mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E 

Revenue 5,080.9  6,027.0  6,725.3  5,172.9  6,271.3  7,444.3  -1.8% -3.9% -9.7% 

Gross profit 2,721.0  3,312.0  3,769.3  2,774.3  3,405.6  4,079.3  -1.9% -2.7% -7.6% 

Non-GAAP net income 439.4  612.4  829.8  535.1  688.8  875.0  -17.9% -11.1% -5.2% 

Non-GAAP EPS (US$) 2.7  3.7  5.0  3.2  4.2  5.3  -17.9% -11.1% -5.2% 

Gross margin 53.6% 55.0% 56.0% 53.6% 54.3% 54.8% -0.1 ppt 0.6 ppt 1.3 ppt 

Operating margin 9.1% 11.5% 13.5% 10.6% 12.2% 13.3% -1.6 ppt -0.7 ppt 0.3 ppt 

Non-GAAP net margin 8.6% 10.2% 12.3% 10.3% 11.0% 11.8% -1.7 ppt -0.8 ppt 0.6 ppt 

Source: CMBIGM estimates, Bloomberg 

Valuation 

 1) US$77.1 for the educational and consulting business (96% of total valuation), based on 
28x FY25E PE, which is on par with the educational sector average.  
 
2) US$1.6 for East Buy (2% of total valuation), based on 8x FY25E PE, which is on par 
with the e-commerce sector average.  
 
3) US$1.3 for the Tourism and others business (2% of total valuation), based on 10x FY25E 
PE. 
 

Figure 3: New Oriental: SOTP valuation 

SOTP valuation               

(US$mn) 
Revenue 
(FY25E) 

Revenue CAGR 
(FY24-26E) 

Earnings 
(FY25E) 

PE (x) % Holding Valuation 
As % of total 

Valuation 

Educational & consulting  3,826.2 27% 508.7 28 100% 14,242.6 96% 

East Buy 818.2 10% 66.7 8 55% 292.9 2% 

Tourism and others 436.4 67% 23.8 10 100% 238.2 2% 

Total valuation (US$mn)      14,773.7  

Holdco discount      10%  

Total valuation (US$mn)      13,296.3  

No. of ADS      165.5  

Valuation per ADS (US$)      80.0  

Source: Company data, CMBIGM estimates 
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Figure 4: Education: valuation comparison 

Companies  Ticker  Price PE (x) PS (x) EPS CAGR 

    (LC) 2025E 2026E 2025E 2026E 24-26E 

Education         

TAL TAL US 9.9 33.3 20.0 2.9 2.2 NA 

Youdao DAO US 7.1 43.4 21.7 1.0 0.9 NA 

Gaotu GOTU US 2.1 NA NA 0.7 0.6 NA 

Fenbi 2469 HK 2.5 8.3 6.7 1.5 1.3 40% 

Average   28.4 16.1 1.5 1.3  

E-commerce         

Alibaba Group BABA US 85.1 8.8 7.8 1.4 1.3 7% 

Pinduoduo PDD US 105.6 8.2 6.8 2.2 1.8 43% 

JD.com JD US 39.0 9.1 8.2 0.4 0.4 14% 

VIPShop  VIPS US 13.5 6.0 5.6 0.5 0.5 3% 

Kuaishou 1024 HK 41.4 7.9 6.6 1.2 1.1 43% 

Average   8.0 7.0 1.1 1.0  

Source: Bloomberg, CMBIGM 
Note: data are as of 20 Jan 2025 
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Financial Summary 
 

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May (US$ mn)       

Revenue 3,105 2,998 4,314 5,081 6,027 6,725 

Cost of goods sold (1,754) (1,409) (2,051) (2,360) (2,715) (2,956) 

Gross profit 1,351 1,588 2,263 2,721 3,312 3,769 

Operating expenses (2,333) (1,398) (1,912) (2,261) (2,622) (2,858) 

Selling expense (467) (445) (661) (831) (934) (1,009) 

Admin expense (1,867) (954) (1,252) (1,430) (1,688) (1,849) 

Operating profit (983) 190 350 460 690 911 

Other income (35) 119 124 70 0  0  

Gain/loss on financial assets at FVTPL (15) (1) 19 (9) 0  0  

Pre-tax profit (1,032) 309 494 521 690 911 

Income tax (136) (66) (110) (122) (138) (182) 

Others (51) (7) (59) (6) 0  0  

After tax profit (1,220) 235 325 393 552 729 

Minority interest  33 (58) (16) 3 0  0  

Net profit (1,188) 177 310 396 552 729 

Adjusted net profit (1,046) 259 381 439 612 830 
 

 

BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May (US$ mn)       

Current assets 4,474 4,414 5,389 5,888 6,623 7,393 

Cash & equivalents 1,149 1,663 1,389 1,785 2,419 3,114 

Restricted cash 0  111 177 177 177 177 

Account receivables 16 33 30 70 83 92 

Inventories 28 53 93 103 134 162 

Prepayment 215 211 309 362 419 457 

ST bank deposits 1,140 856 1,320 1,320 1,320 1,320 

Financial assets at FVTPL 1,902 1,478 2,066 2,066 2,066 2,066 

Other current assets 23 9 4 4 4 4 

Non-current assets 1,561 1,979 2,143 2,351 2,593 2,856 

PP&E 403 360 508 716 958 1,221 

Right-of-use assets 531 440 654 654 654 654 

Deferred income tax 20 56 73 73 73 73 

Investment in JVs & assos 438 400 356 356 356 356 

Intangibles 3 25 19 19 19 19 

Goodwill 71 106 104 104 104 104 

Other non-current assets 95 593 430 430 430 430 

Total assets 6,035 6,392 7,532 8,238 9,216 10,249 
       

Current liabilities 1,710 2,251 3,001 3,280 3,645 3,848 

Account payables 22 70 106 123 149 170 

Tax payable 76 118 140 122 138 182 

Lease liabilities 169 156 200 200 200 200 

Contract liabilities 933 1,338 1,781 1,931 2,110 2,153 

Accrued expenses 510 569 775 904 1,049 1,143 

Non-current liabilities 531 327 482 482 482 482 

Long-term borrowings 0  0  0  0  0  0  

Other non-current liabilities 531 327 482 482 482 482 

Total liabilities 2,241 2,578 3,483 3,762 4,127 4,330 
       

Total shareholders equity 3,706 3,604 3,776 4,206 4,818 5,648 

Minority interest 88 210 273 271 271 271 

Total equity and liabilities 6,035 6,392 7,532 8,238 9,216 10,249 
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May (US$ mn)       

Operating       

Profit before taxation (1,032) 309 494 521 690 911 

Depreciation & amortization 192 117 101 46 59 74 

Tax paid (136) (66) (110) (122) (138) (182) 

Change in working capital (1,154) 538 519 176 264 127 

Others 850 74 119 28 60 101 

Net cash from operations (1,280) 971 1,123 650 935 1,031 
       

Investing       

Capital expenditure (310) (310) (310) (310) (310) (310) 

Acquisition of subsidiaries/ investments 0  1 0  0  0  0  

Net proceeds from disposal of short-term 
investments 

1,447 117 (793) 0  0  0  

Others 31 154 (52) 56 8 (27) 

Net cash from investing  1,169 (37) (1,154) (254) (301) (336) 
       

Financing       

Net borrowings 0  0  0  0  0  0  

Share repurchases 0  0  0  0  0  0  

Others (231) (247) (160) 0  0  0  

Net cash from financing  (231) (247) (160) 0 0 0 
       

Net change in cash       

Cash at the beginning of the year 1,612 1,149 1,663 1,389 1,785 2,419 

Exchange difference (121) (61) (25) 0  0  0  

Cash at the end of the year 1,149 1,774 1,447 1,785 2,419 3,114 

GROWTH 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May       

Revenue (27.4%) (3.5%) 43.9% 17.8% 18.6% 11.6% 

Gross profit (39.7%) 17.6% 42.5% 20.3% 21.7% 13.8% 

Operating profit na na 84.4% 31.4% 49.9% 32.0% 

Net profit na na 74.6% 27.8% 39.5% 32.0% 

Adj. net profit na na 47.2% 15.3% 39.4% 35.5% 

PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May       

Gross profit margin 43.5% 53.0% 52.5% 53.6% 55.0% 56.0% 

Operating margin (31.6%) 6.3% 8.1% 9.1% 11.5% 13.5% 

Adj. net profit margin (33.7%) 8.6% 8.8% 8.6% 10.2% 12.3% 

Return on equity (ROE) (27.6%) 4.9% 8.4% 9.9% 12.2% 13.9% 

GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May       

Current ratio (x) 2.6 2.0 1.8 1.8 1.8 1.9 

Receivable turnover days 1.9 4.0 2.5 5.0 5.0 5.0 

VALUATION 2022A 2023A 2024A 2025E 2026E 2027E 

YE 31 May       

P/E ns 57.6 32.5 25.4 18.2 13.8 

P/E (diluted) ns 57.8 32.7 25.6 18.3 13.9 

P/B 2.8 2.8 2.7 2.4 2.1 1.8 
 

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets. 
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