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2023 online retail sales recap and 2024 outlook

Based on NBS data, 2023 online retail sales GMV/online physical goods GMV
reached RMB15.4/13.0tn, up 11.0/8.4% YoY. The YoY growth of online
physical goods GMV/total retail sales in Dec 2023 came in at 9.4%/7.4%, which
implies a two-year CAGR of 6.8%/2.7% (slightly improved from 4.3%/1.8% in
Nov 2023). Looking ahead to 2024, we expect a mild consumption recovery
trend. We estimate 6.8% YoY growth for online retail sales on the back of a
5.3% YoY growth forecast for total retail sales in 2024E, and we expect online
retail sales growth of non-physical goods to continue outpacing that of physical
goods. We believe driving quality growth remains a key theme for e-commerce
platforms in domestic market, while overseas expansion remains vital to propel
long-term revenue and earnings growth. Maintain BUY on Alibaba and
Pinduoduo (PDD).

B Consumption sentiment likely still takes time to recover. YoY growth
of retail sales came in at 7.4% in Dec 2023, per NBS data, shy of Wind
consensus of 8.2%. However, the two-year CAGR picked up slightly to
2.7% in Dec (Aug/Sep/Oct/Nov two-year CAGR: 5.0%/4.0%/3.5/1.8%).
Offline activities edged down slightly, evidenced by the 5.7% two-year
CAGR of catering services GMV (Sep/Oct/Nov two-year CAGR:
5.8%/3.7%/7.3%).

B Online physical goods GMV growth saw a mild recovery MoM. Per
NBS, China’s online retail sales GMV/online physical goods GMV grew
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B Expect healthy e-commerce industry growth in 2024. We expect quality gﬁg’rg’f;‘ﬁer p— ﬁgcame
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average GMV growth in 2024, in our view. However, as an increasing
number of brands are focusing more on ROI, the competition brought up
by live streaming e-commerce platforms to traditional horizontal e-
commerce platforms may likely see a marginal easing trend in 2024. We
forecast live-streaming e-commerce GMV to grow 18% YoY in 2024. We
estimate 6.8% YoY growth for online retail sales on the back of a 5.3% YoY
growth forecast for total retail sales in 2024E, and we expect online retail
sales growth of non-physical goods and services to continue outpacing that
of physical goods.

B Stock recommendations: maintain BUY on PDD and Alibaba. For
Pinduoduo (PDD), in the ecommerce sector, PDD has relatively more
proactive room to drive GMV growth through targeting bigger consumer
wallet share. Leveraging strong domestic supply chains, overseas
expansion is on track to support PDD’s long-term revenue and earnings
growth, in our view. For Alibaba, although the room for further operating
efficiency improvement is likely to be limited post an aggressive year of cost
control and amid fierce competition, Alibaba remains committed to
enhancing shareholder return through dividend payout and share buyback.
The strategic move to drive an integrated group strategy should enhance
long-term value, in our view
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Figure 1: YoY growth of online retail sales of physical goods
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Figure 2: YoY growth of online retail sales GMV of food/clothing/consumer goods

Figure 3: Online penetration of physical goods retail sales

Source: NBS, CMBIGM
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