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Baozun (BZUN US)

A solid start with steady transition

CMB INTERNATIONAIL

MEELLL

BUY (Maintain)

Target Price US$4.93
Baozun’s 1Q24 results were better-than-feared, in which revenue +5% YoY Up/Downside 85.3%
(4% above consensus) and bottom line came in at -RM_B_15mn (vs. Current Price US$2.66
consensus of -RMB45mn). Ecommerce segment achieved positive OCF for ) _
the first time since 2019. Despite macro uncertainty, we expect BEC to China Entertainment
bottom out in 2Q24E (forecasting revenue flat YoY, vs. -17% in 1Q24), Sophie HUANG
supported by cooperation with new clients in beauty & cosmetics and (852) 3900 0889
beverage. BBM revitalization was on good progress, with continuous sophiehuang@cmbi.com.hk
narrowing of loss. We are positive on BBM’s double-digit YoY growth in
FY24E, and BBM might resume positive growth from 2Q24E & 3Q24E. New l\sﬂtkOCk Data -
stores expansion might be slightly slower given offline business Avégangtg?i?]un%ss mn) 630
challenges, but would be acceptable and positive to margin trend. We keep 52w High/Low (US$) 5.16/1.97
our full-year forecast unchanged, with TP at US$4.93. Total Issued Shares (mn) 61.36
B 1Q24 beat all round. Baozun delivered an upbeat quarter, with revenue Source: Factset
+5% YoY (4% above consensus) and bottom line at -RMB15mn (vs. Shareholding Structure
consensus of —-RMB45mn). By segment, product sales revenue +6% YoY, CJ'::&?} - 1;"2‘;‘;
in which BBM (revenue +66% YoY) offset BEC softness. As Baozun Source: Factsel '
optimized the distribution model (e.g. FMCG), BEC’s revenue declined 17%
YoY. Services revenue resumed growth in 1Q24, at +5% YoY, in which Share Performance
sportswear category surged 26% YoY. Non-GAAP OP was -RMB17.5mn, Absolute  Relative
; . . 1-mth 1.9% -5.4%
in which loss from BBM narrowed to RMB29.3mn from RMB34.9mn in 3-mth 12.4% 6.3%
1Q23, while BEC generated OP of RMB11.8mn. Moreover, ecommerce 6-mth -12.3% -26.1%
segment achieved positive OCF for the first time since 2019. Source: FactSet
B Expect 2Q24E topline to keep stable YoY. Looking into 2Q24E, we expect 12-mth Price Performance
total revenue +0% YoY, in which BEC would recover to flat or positive YoY oo MiC (Repased)
growth. After FMCG adjustment, BEC segment would benefit from 250
cooperation with new clients in beauty & cosmetics and beverage, despite 450
macro uncertainty. We forecast BEC OPM to be stable YoY. BBM would 350
continue its margin improvement in 2Q24E, backed by disciplined COGS, 2.50
selective stores expansion and operating leverage. Given soft offline 1 2 AeZ  Novzs  FeRod  majze
business amid macro challenges, we are relatively conservative on BBM’s Source: FactSet
new stores expansion. Mgmt stated that GAP plans to open five stores in
2Q24E (vs. two in 1Q24), and would prefer franchise model in lower tier
cities in 2H24E. We expect BBM revenue to be flat YoY in 2Q24E, and keep
positive on its double-digit growth in FY24E.
B Maintain BUY. We keep our FY24-26E financials forecast unchanged, with
SOTP-based TP at US$4.93.
Earnings Summary
(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 8,401 8,812 9,065 9,519 9,937
YoY growth (%) (10.6) 49 2.9 5.0 4.4
Adjusted net profit (RMB mn) 132.2 (65.1) 8.5 143.7 166.7
Diluted EPS (RMB cents) 2.1 (1.1) 0.1 2.4 2.8
YoY growth (%) (21.6) NA NA 1,578.2 15.4
Consensus EPS (RMB) NA NA 0.3 2.8 4.2
P/S (x) 0.1 0.1 0.1 0.1 0.1
P/E (x) 9.1 NA 137.9 8.2 7.0
ROE (%) (10.0) (3.9) (0.5) 1.7 2.0
Source: Company data, Bloomberg, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: 1Q24 financial review

RMB mn 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 QoQ YoY Consensus Diff %
Revenue 1,741 2,553 1,888 2,320 1,824 2,780 1,980 -29% 5% 1,898 4.3%
Operating profit (26) 18 (41) (36) (136) 6 (55) NA NA (41) NA
Net profit (157) (284) (84) (20) (130) (47) (67) NA NA (65) NA
Adij. net profit (13) 138 (13) (4) (76) 29 (15) NA NA (45) NA
EPS (RMB) (0.22) 2.32 (0.22) (0.07) (1.28) 0.47 (0.25) NA NA (0.60) NA

Margin (%)

Gross margin 76.2%  74.8%  73.2% 70.9% 73.1% 73.5%  75.4% 72.0%
Operating margin -1.5% 0.7% -2.2% -1.6% -7.4% 0.2% -2.8% -2.2%
Adj. net margin -0.8% 5.4% -0.7% -0.2% -4.2% 1.0% -0.8% -2.4%

Growth (%)

Revenue (YoY) -8.3% -19.5% -4.9% 9.3% 4.7% 8.9% 4.9%
Revenue (QoQ) -17.9%  46.6% -26.1% 22.9% -21.4% 52.5% -28.8%
Operating profit NA NA NA NA NA NA NA
Adj. net profit NA NA NA NA NA NA NA

Source: Company data, Bloomberg

Figure 2: 1Q24 revenue breakdown

1Q23  2Q23  3Q23

Revenue (RMB mn) 1,741 2,553 1,888 2,320 1,824 2,780 1,980, -28.8% 4.9%
Productc sales 497 772 666 930 708 1,053 708, -32.8% 6.2%
Services 1,244 1,781 1,222 1,390 1,116 1,727 1,272] -26.3% 4.1%

3Q22 4Q22 1Q23 2023 oy 4Q23 1Q24 QoQ YoY

Revenue (RMB mn) 1,741 2,553 1,888 2,320 1,824 2,780 1,980 -28.8% 4.9%
Product Sales 497 772 666 930 708 1,053 708 -33% 6%
E-Commerce (BEC) 497 772 a77 606 412 598 395 -34% -17%
Appliances 212 387 225 276 180 256 191 -25% -15%
Beauty and cosmetics 76 93 67 104 76 131 69 -47% 4%
FMCG 81 67 46 33 -30% -51%
Others 158 128 119 175 130 118 102 -14% -14%
Brand Management (BBM) 0 0 189 324 296 456 313 -31% 66%
Services revenue 1,244 1,781 1,222 1,390 1,116 1,727 1,272 -26% 4%
Online store operations 348 514 359 379 330 512 359 -30% 0%
Apparel and accessories 232 367 256 258 248 373 277 -26% 8%
Sportswear 80 122 89 98 101 134 112 -17% 26%

Other apparel 59 113 68 65 61 116 69 -40% 2%

Luxury 93 133 99 98 86 123 96 -22% -3%

Others 116 148 109 130 92 139 89 -36% -18%
Inter-segment eliminations 0 0 -5 -9 -11 -19 -8 NA NA
Warehouse and fulfillment 492 753 487 571 432 705 462 -34% -5%
Digital marketing and IT solution 404 514 377 446 363 549 462 -16% 22%
Inter-segment eliminations 0 0 -7 -6 -19 -19 -19 NA NA

Source: Company data

Figure 3: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn, Dec-YE FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 9,065 9,519 9,937 9,123 9,674 10,171 -0.6% -1.6% -2.3%
Gross profit 6,554 6,891 7,194 6,635 7,080 7,469 -1.2% -2.7% -3.7%
Non-GAAP OP 130 259 279 20 139 256 536.6% 86.5% 9.2%
Adj. net profit 9 144 167 15 173 261 -44.1% -17.0% -36.2%
EPS (RMB) 0.14 2.39 2.75 0.29 2.83 4.16 -50.9% -15.8% -33.8%
Gross margin 72.3% 72.4% 72.4% 72.7% 73.2% 73.4% -0.4ppts -0.8ppts -1.0ppts
Operating margin 1.4% 2.7% 2.8% 0.2% 1.4% 2.5% +1.2ppts +1.3ppts +0.3ppts
Net margin 0.1% 1.5% 1.7% 0.2% 1.8% 2.6% -0.1ppts -0.3ppts -0.9ppts

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 4: SOTP valuation

SOTP Metrics Methodology Multiple Valuation
(RMB mn) Shareholding Valuation
BEC FY24E Non-GAAP OP 160 EV/EBIT 4.0 100% 640
BBM FY24E Revenue 1,595 EV/Sales 0.1 100% 160
Total 800
Net cash (3,073)
Holding discount 45%
Equity Value (US$ mn) 296
Target Price (US$) 4.93

Source: Bloomberg, CMBIGM estimates

Risks

1) Macro uncertainty and soft consumption sentiment; 2) intensified competition; 3) slower-
than-expected recovery of BEC; 4) lower-than-expected result from GAP synergies; and 5)
heavy investment in GAP revitalization and content.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 9,396 8,401 8,812 9,065 9,519 9,937
Cost of goods sold (3,277) (2,256) (2,409) (2,511) (2,627) (2,743)
Gross profit 6,120 6,145 6,403 6,554 6,891 7,194
Operating expenses (3,524) (3,474) (4,190) (3,844) (3,969) (4,124)
Selling expense (2,550) (2,674) (2,829) (2,620) (2,713) (2,832)
Admin expense (526) (371) (856) (771) (800) (815)
R&D expense (448) (428) (505) (453) (457) (477)
Operating profit 7 33 (206) 35 160 178
Other income 63 46 82 51 51 51
Other expense (57) (57) (41) 77) 77) 77)
Gain/loss on financial assets at FVTPL 46 (32) 9) 0 0 0
Investment gain/loss 3) (108) 1 4) 4) ?3)
Pre-tax profit (154) (580) (217) (25) 100 119
Income tax (55) (26) (12) 1) 6 7
Net profit (206) (610) (223) 27) 105 125
Adjusted net profit 200 132 (65) 9 144 167
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 9,204 7,397 7,291 7,548 7,222 8,222
Cash & equivalents 4,607 2,150 2,406 3,412 2,594 3,782
Restricted cash 93 102 203 0 0 0
Account receivables 2,261 2,293 2,185 1,861 2,345 2,046
Inventories 1,074 943 1,045 851 837 925
Prepayment 573 554 590 395 408 420
ST bank deposits 0 895 721 721 721 721
Non-current assets 3,115 2,725 3,184 2,723 2,695 2,653
PP&E 653 694 851 551 569 581
Investment in JVs & assos 41 39 38 38 38 38
Intangibles 395 311 306 46 0 (54)
Goodwill 398 336 312 312 312 312
Other non-current assets 1,628 1,344 1,675 1,775 1,775 1,775
Total assets 12,319 10,122 10,474 10,270 9,917 10,875
Current liabilities 4,777 3,682 3,758 4,352 3,794 4,526
Short-term borrowings 2,288 1,016 1,116 1,116 1,116 1,116
Account payables 494 475 564 1,250 647 1,333
Tax payable 658 535 525 525 525 525
Other current liabilities 352 631 365 365 365 365
Accrued expenses 985 1,026 1,188 1,096 1,141 1,187
Non-current liabilities 1,061 764 865 824 824 824
Long-term borrowings 0 0 0 0 0 0
Total liabilities 5,838 4,446 4,623 5,176 4,618 5,350
Capital surplus 4,960 5,129 4,571 4,667 4,768 4,870
Retained earnings 425 (228) (507) (533) (428) (303)
Total shareholders equity 6,481 5,676 5,852 5,920 6,127 6,354
Minority interest 163 154 170 170 170 170
Total equity and liabilities 12,319 10,122 10,474 11,096 10,746 11,704

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Operating

Profit before taxation (154) (580) (217) (25) 100 119
Depreciation & amortization 207 197 179 200 222 245
Tax paid (54) (54) (54) (54) (54) (54)
Others (95) 821 246 1,072 (892) 1,082
Net cash from operations (96) 383 154 1,192 (624) 1,392
Investing

Capital expenditure (286) (207) (128) (136) (144) (152)
Net i -

invesptrr?]cei?gs from disposal of short-term 1,433 (898) 175 0 0 0
Net cash from investing 376 (1,307) (85) (186) (194) (203)
Financing

Net borrowings 548 468 100 0 0 0
Proceeds from share issues 0 0 0 0 0 0
Others 201 (2,118) 0 0 0 0
Net cash from financing 750 (1,650) 100 0 0 0
Net change in cash

Cash at the beginning of the year 3,731 4,700 2,246 2,406 3,412 2,594
Exchange difference (61) 120 9) 0 0 0
Cash at the end of the year 4,700 2,246 2,406 3,412 2,594 3,782
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 6.2% (10.6%) 4.9% 2.9% 5.0% 4.4%
Gross profit 10.8% 0.4% 4.2% 2.4% 5.1% 4.4%
Operating profit (98.7%) 374.1% na na 357.7% 10.9%
Net profit na na na na na 18.9%
Adj. net profit (62.7%) (33.8%) na na 1,588.3% 16.0%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 65.1% 73.1% 72.7% 72.3% 72.4% 72.4%
Operating margin 0.1% 0.4% (2.3%) 0.4% 1.7% 1.8%
Adj. net profit margin 2.1% 1.6% (0.7%) 0.1% 1.5% 1.7%
Return on equity (ROE) (3.3%) (10.0%) (3.9%) (0.5%) 1.7% 2.0%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) (0.4) (0.2) (0.2) (0.4) (0.2) 0.4)
Current ratio (x) 1.9 2.0 1.9 1.7 1.9 1.8
Receivable turnover days 86.4 98.9 92.7 814 80.6 80.6
Inventory turnover days 116.9 163.1 150.6 137.8 117.2 117.2
Payable turnover days 51.0 78.4 78.7 131.8 131.8 131.8
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E (diluted) 7.2 9.1 NA 137.9 8.2 7.0
P/B 0.7 0.6 0.6 0.6 0.6 0.6

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

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