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Dmall Inc (2586 HK)

1H25 review: Al empowers retail solutions and
enhances operational efficiency

BUY (Maintain)

Target Price HK$16.00
Dmall announced 1H25 results: total revenue grew by 15% YoY to RMB1.08bn, Up/Downside 44.0%
equivalent to 49% of our full-year estimate; adjusted net profit grew by 153% Current Price HK$11.11
YoY to RMB77mn, representing 57% of our full-year estimate, mainly thanks to
the optimized business structure and improved efficiency. Dmall continued to
upgrade its retail solutions in 1H25, and leverages Al to drive business growth China Software & IT Services
and operational efficiency. The company also actively participates in the Web3 Saiyi HE, CFA
opportunities, forming cooperation with HashKey and initiating preparations to (852) 3916 1739
apply for a stablecoin license in 1H25. We maintain our financial forecast and hesaiyi@cmbi.com.hk

target price of HK$16.00 (based on 6x FY25E EV/sales). Maintain BUY.

B Solid revenue growth across business lines. By segment: 1) Revenue
from Al retail core solution increased by 16% YoY to RMB488mn in 1H25,

Wentao LU, CFA
luwentao@cmbi.com.hk

mainly driven by growth of client base (+13% YoY to 319 customers). Dmall Ye TAO, CFA

signed several key accounts in 1H25, such as Shanghai Tangjiu and franktao@cmbi.com.hk
Xinjiang Wuika Times. The company also expanded its cooperation with Joanna Ma

existing customers like Pangdonglai and Lawson China. 2) Revenue from (852) 3761 8338

Al retail value-added service grew by 14% YoY to RMB591mn in 1H25, joannama@cmbi.com.hk

primarily attributable to the deepening cooperation with existing customers

in areas like intelligent loss prevention, remote monitoring, and intelligent f/ltk‘:‘z:k D‘Z:% ; RTOY:
. . . ... . ap mn s .
cashier. The company also signed new client Xinjiang Aijia in 1H25. Avg 3 mths tlo (HKS mn) 1430

B Al to empower retail solutions and enhance internal efficiency. Dmall 52w High/Low (HK$) NA/NA
leverages Al to improve its product offerings. 1) The company has launched ;‘SL?'CESF‘;?;?“‘*S (mn) 899.3
the Al-powered Transportation Management System at DFI's Wellcome ‘

Supermarket Hong Kong, which significantly improves logistic efficiency Shareholding Structure

through Al scheduling and route planning. 2) The company has also built an Celestial 47.8%
Al-powered Next-Gen Retail Solution upon in-depth research on \S/'gorof’f';gk 8.5%
Pangdonglai and Al applications such as Al intelligent customer flow and ouree FEEX

intelligent inspection. Through adopting this solution, daily average sales of Share Performance _
several Wumart Supermarket stores reached 4-8 times that of pre- Absolute Relative
. ) . o 1-mth -5.8% -11.3%

renovation levels. Besides, Dmall also leverages Al to improve its internal 3-mth 1.4% 8.5%
efficiency. The company has applied Gen Al coding tools like Cursor, which 6-mth 82.1% 55.1%
drives continued improvement in R&D efficiency and code quality. Source: FactSet

B Committed to Web3 technology development. Dmall opened a trading 12-mth Price Performance
account on HashKey Exchange and made investment in Bitcoin in 1H25. s 2080 K sed)
Management noted that the amount of the investment remained insignificant 16.0
and it is for the purpose of exploring stablecoin opportunities. The company 1‘2‘8
has initiated preparations to apply for a stablecoin license and reached 10.0
cooperation with Hailstone Labs to develop stablecoin solutions. o

Earnings Summary ecze Mar25 Jun'25

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E Source: FactSet

Revenue (RMB mn) 1,585 1,859 2,190 2,572 2,936 Related report:

YoY growth (%) 19.4 17.3 17.8 17.5 14.1

Dmall Inc (2586 HK) - Full-year

Adjusted net profit (RMB mn) (233.3) 29.8 134.4 337.8 517.5 breakeven in FY24: focus on Al retail to
YoY growth (%) na na 351.0 151.4 53.2 drive long-term growth — 20 Mar 2025

EPS (Adjusted) (RMB cents) (44.43) 5.39 14.94 37.56 57.55

P/S (x) 5.8 4.9 4.2 3.6 31

Source: Company data, Bloomberg, CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 1,328 1,585 1,859 2,190 2,572 2,936
Cost of goods sold (823) (1,031) (1,113) (1,292) (1,479) (1,639)
Gross profit 505 555 746 898 1,093 1,297
Operating expenses (891) (818) (920) (777) (760) (746)
Selling expense (239) (151) (92) (103) (105) (108)
Admin expense (252) (259) (308) (312) (317) (322)
R&D expense (586) (521) (413) (385) (364) (346)
Others 186 114 (107) 23 26 30
Operating profit (386) (263) (174) 121 334 551
Share of (losses)/profits of associates/JV 0 0 0) 0 0 0
Interest expense (23) (13) 4) (6) (6) (10)
Others (493) (476) (2,276) 0 0 0
Pre-tax profit (902) (752) (2,454) 115 328 541
Income tax 2 3 1 3) (16) (54)
After tax profit (900) (749) (2,453) 112 311 487
Minority interest (33) (63) (25) 1 3 5
Discontinued operations 59 94 233 0 0 0
Net profit (926) (592) (2,195) 111 308 482
Adjusted net profit (356) (233) 30 134 338 518
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 811 844 1,284 1,688 2,355 3,363
Cash & equivalents 533 533 801 1,127 1,731 2,680
Account receivables 141 165 248 191 213 231
Inventories 6 11 5 11 12 14
Other current assets 131 135 230 359 399 439
Non-current assets 496 534 376 362 363 380
PP&E 74 77 70 47 33 24
Intangibles 93 84 144 153 169 194
Other non-current assets 329 373 162 162 162 162
Total assets 1,307 1,378 1,659 2,050 2,719 3,743
Current liabilities 7,112 7,794 918 975 1,174 1,453
Short-term borrowings 70 202 445 306 465 723
Account payables 64 87 99 94 108 120
Other current liabilities 6,978 7,505 374 575 601 611
Non-current liabilities 273 349 100 322 481 739
Long-term borrowings 50 112 84 306 465 723
Other non-current liabilities 222 237 16 16 16 16
Total liabilities 7,385 8,143 1,018 1,297 1,655 2,192
Share capital 0 0 1 1 1 1
Retained earnings (6,161) (6,865) 565 676 984 1,466
Total shareholders equity (6,161) (6,865) 566 676 984 1,466
Minority interest 83 100 75 76 80 85
Total equity and liabilities 1,307 1,378 1,659 2,050 2,719 3,743
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation (842) (659) (2,454) 115 328 541
Depreciation & amortization 52 46 50 43 49 57
Tax paid (0) 0 1 3) (16) (54)
Change in working capital 178 (54) (273) 118 (23) (38)
Others 407 487 2,286 19 21 24
Net cash from operations (206) 179) (391) 292 358 530
Investing

Capital expenditure a7 4) (8) (21) (34) (49)
Others 85 27) (65) (23) (30) (39)
Net cash from investing 69 (31) (73) (44) (64) (88)
Financing

Net borrowings 110 191 215 83 318 516
Others 172 16 517 (6) (6) (10)
Net cash from financing 282 207 732 77 311 506

Net change in cash

Cash at the beginning of the year 369 533 533 801 1,127 1,731
Exchange difference 19 3 0 0 0 0
Cash at the end of the year 533 533 801 1,127 1,731 2,680
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue 56.6% 19.4% 17.3% 17.8% 17.5% 14.1%
Gross profit 192.5% 9.8% 34.6% 20.3% 21.8% 18.6%
Operating profit na na na na 176.6% 65.0%
Net profit na na na na 178.5% 56.6%
Adj. net profit na na na 351.0% 151.4% 53.2%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 38.0% 35.0% 40.1% 41.0% 42.5% 44.2%
Operating margin (29.0%) (16.6%) (9.4%) 5.5% 13.0% 18.8%
Adj. net profit margin (26.8%) (14.7%) 1.6% 6.1% 13.1% 17.6%
Return on equity (ROE) na na na 17.8% 37.1% 39.4%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Current ratio (x) 0.1 0.1 14 17 2.0 2.3
Receivable turnover days 32.1 35.2 33.4 31.8 30.2 28.7
Inventory turnover days 2.9 3.1 3.1 3.1 3.1 3.1
Payable turnover days 25.1 26.6 26.6 26.6 26.6 26.6
VALUATION 2022A AOPACTN 2024A 2025E 2026E 2027E
YE 31 Dec

P/E ns ns ns 82.6 29.7 18.9

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

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 (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 (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.
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