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China Internet

Quality growth and further digitization
penetration provide growth support

During the 2022 Central Economic Work Conference (CEWC), key topics that
are relevant to the internet sector are: 1) the development of digital economy;
2) improvement in oversight on a regular basis, in order to let platform economy
to drive the important role in quality economic development, jobs creation, and
increasing competitiveness internationally. In our view, industry regulatory
guidelines have always been aimed at propelling healthy and sustainable
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industry development, and the policies have been consistently giving guidance ;(e T(AO bi hk
and support to technological innovation, enhancing global presence and ranktao@cmbi.com.
competitiveness, enterprise digital transformation and efficiency improvement. Wentao LU

While under-owned China internet sector will remain sensitive to various sector
regulations and other beta factors in the near term, business model robustness,
operating leveraging improvement, and ability to expand new revenue streams
will be the key stock alpha drivers in 2023.

B Continue to support digital economy development. The 2022 CEWC'’s
regulatory tone towards platform economy is largely in-line with the Political
Bureau of the Central Committee meeting held in mid-2022: to support the
healthy development of platform economy and create more predictable
regulatory environment. The CEWC also introduces potential policy
support to direct platform economy to play an important role in creating jobs
& international competitions: 1) for mass market jobs creation, revitalizing
commerce and services will support e-commerce, logistics, services and
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B Business model robustness, operating leveraging improvement, and
ability to expand to new revenue streams will be the key stock alpha
drivers. Looking into 2023, we expect the market will first focus on earnings
visibility quality, and companies that have new growth drivers will deliver
superior alpha potential. Our stock picks on one-year investment horizon

are: Alibaba, Tencent, Baidu, Pinduoduo, and Meituan.
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Figure 1: Comments on platform economy in major central conference

Comments on platform economy in major central conference AGE 2R REBIFELEFHRE

The Political Bureau of the Central Committee meeting in April stated that it is N ‘ o .
necessary to promote the healthy development of the platform economy, complete RREFELFRERE, TRFEL2FER
Apr 2022 the special rectification of the platform economy, implement regular supervision, and ~ #72%&, F#hFELEE, HE LHFE2HFAN

introduce specific measures to support the healthy development of the platform T B R R 6 AR,

economy.

The CPPCC National Committee held a special consultation meeting on "promoting

the sustainable and healthy development of the digital economy"”, stating: will EIBTLLH. REBARERELE, 5
May 2022 su_pport the sustainable and h_ealthy development of the platform economy and the REHES «i%%}m.ﬁ;%/%?iﬁ%ﬂﬁiéa Y

private economy, study specific measures to support the healthy development of the b AL E R E & A 619 B

platform economy, and encourage platform enterprises to participate in major RECECE SO IR

national scientific and technological innovation projects.

The Political Bureau of the Central Committee meeting in July stated that it is %—J}ﬁijj—‘?— SBFIERERSE KR, TR
Jul 2022 necessary to promote the healthy and sustainable development of the platform 05 i‘f—T’—’* 25 e A

economy, complete the special rectification of the platform economy, implement

regular supervision, and introduce a number of "green light" investment cases. %“Hkth T AR AT BT RS

Central Economic Working Conference (CEWC) stated that China will step up effort BRAERRERR, RIEANLLS AT,
Dec 2022 to devglqp digital economy, enhance_the capability o_f implement regular ‘ FRES LA AR bt . EEE

supervision, support platform enterprises to play an important role in promoting PRy

economic development, creating jobs and international competition. T TAEAT .
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