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Mobvista Inc. (1860 HK)

Recovery in sight with clear margin expansion

Global macro challenges and inflation dampened Mobvista’s 2H22E ads
momentum (Mintegral rev slowed to +13% YoY in 4Q22). However, we suggest
to look into its FY23E reacceleration (forecasting rev +25% YoY in FY23E),
backed by: 1) vertical expansion; 2) China’s reopening; and 3) cooperation with
Google. As priority on profitability upgraded, we expect FY23E margin
enhancement to continue with lighter incentives and stabilized R&D (forecasting
GP/adj. NP +27%/110% YoY in FY23E). We forecast Mobvista to deliver 22%/74%
topline/bottom line CAGR during FY22-24E. Resume with BUY with SOTP-based
TP at HK$6.3 (1.2x/1.0x FY23/24E P/S, or 58x/40x FY23/24E P/E).

B Looking beyond 2H22E slowdown. We expect Mobvista rev +18% YaoY in
FY22E, with adj. net profit at US$11mn (vs. -US$39mn in FY21). Mintegral
rev slowed down to +13% YoY in 4Q22, disrupted by shrinking ads budgets
amid global macro challenges and inflation. Nativex rev would decline 70%
YoY in FY22E as Mobvista further shifted towards programmatic ads. Despite
2H22E headwinds, we are positive on its margin improvement in FY22E with
disciplined traffic subsidies (forecasting blended GPM +3.5ppts to 19.6% in
FY22E).

B Priority on margin expansion with quality growth. Looking into 2023E, we
expect Mobvista to reaccelerate with 25% rev growth, boosted by: 1)
continuous vertical expansion, with rising hardcore games and ecommerce
budget; 2) increasing demand from domestic clients (>30% rev contribution)
after China’s reopening; 3) better targeting with algorithm optimization; and 4)
further upside from cooperation with Google. With priority on profitability
upgraded, we see high visibility for Mobvista to continue to improve its margin
in FY23E, backed by: 1) higher ads efficiency with lighter incentives; 2) R&D
investment to stabilize; and 3) narrowing loss of Reyun. As such, we expect
its bottom line +110% YoY in FY23E, with GP +27% YoY.

B Long-term synergies from Mar-tech biz. We expect Mar-tech rev +50% in
FY23E, accounting for 1.5% of total rev. Its SaaS ecosystem with GA, Reyun,
and SpotMax, would not only bring more synergies with Mintegral ads in the
long run, but also see narrowing loss ahead.

B Resume with BUY. We set our SOTP-based TP at HK$6.3 (by assigning 30x
FY23E P/E to ad-tech biz and 3.3x FY23E P/S to mar-tech biz). Waiting for
more catalysts from: 1) Mintegral ads acceleration from 1Q23E; and 2)
cooperation with Google.

Earnings Summary

YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Revenue (US$ mn) 516 755 891 1,114 1,337
YoY change (%) 3 46 18 25 20
Adj. net income (US$ mn) 9 4 11 23 33
Adj. EPS (US$) 0.01 (0.00) 0.01 0.01 0.02
YoY growth (%) (79) NA NA 110 43
Consensus EPS (US$) NA NA 0.01 NA NA
P/E (x) 88 (208) 76 37 26
P/S (x) 15 11 0.9 0.8 0.6
ROE (%) 3 1) 3 6 9
Net gearing (%) Net cash Netcash  Netcash  Netcash  Netcash

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> AND http://www.cmbi.com.hk
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Global macro challenges and inflation to distrupt 2H22E
momentum

Mobvista suffered ads challenges in 2H22E (Mintegral rev slowed down to +13% YoY in
4Q22, vs. +108%/64%/25% in 1Q22/2Q22/3Q22), due to shrinking ads budgets amid
global macro challenges and inflation. However, its ads vertical expansion bore continuous
fruit, with non-hyper-casual games rev +58% YoY in 4Q22E (rev mix up to 42%).

We forecast Mobvista’s rev +15% YoY in FY22E (ad-tech rev +17% YoY), with adj. net
profit at US$11mn (vs. -US$39mn in FY21). Nativex rev may decline 69% YoY in FY22E
as Mobvista further shifted towards programmatic ads. Despite 2H22E slowdown, we are
positive on its margin improvement in FY22E with disciplined traffic subsidies (forecasting
blended GPM +3.5ppts to 19.6% in FY22E).

Figure 1: Mintegral ad rev trend Figure 2: Higher rev mix of non-hyper-casual games
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Figure 3: Ad-tech revenue growth estimates Figure 4: Mar-tech revenue growth estimates
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Moving into reacceleration in FY23E

Looking into 2023E, we expect Mobvista to reaccelerate with 25% rev growth, boosted by:
1) continuous vertical expansion, with rising hardcore games and ecommerce budget; 2)
increasing demand from domestic clients (>30% rev contribution) after China’s reopening;
3) better targeting with algorithm optimization; and 4) further upside from cooperation with
Google. Inthe long run, we think Mobvista is well positioned to capture the growing demand
of app globalization (especially on SEA mkt) and inflation to stabilize, leveraging its first-
mover advantage in “Glocal” operation and cross-jurisdictional know-how.

Figure 5: Mobvista’ FY22E preview

US$ mn, Dec-YE FY18 FY19 FY20 FY21 FY22E FY23E FY24E
Revenue 435 500 516 755 891 1,114 1,337
Cost of Sales (337) (381) (434) (633) (717) (892) (1,069)
Gross profit 98 119 82 122 175 222 268
Selling and marketing expenses 8) (10) 17) (47) (62) (57) (66)
Research and development expenses (29) (35) (32) (69) 97) (105) (126)
General and administrative expenses (36) (51) (44) (28) (60) (52) (56)
Other netincome 2 3 6 9 43 9 9
Operating profit 27 25 5) (12) 1) 17 30
Finance costs 1) ) 2) (4) (5) (5) (4)
Profit before taxation 26 23 (@) (31) 7 12 26
Income tax 4) 1) 2 6 3 2) 4)
Profit for the year 22 22 (5) (25) 10 10 22
Profit attributable to owners of the Company 22 22 (5) (25) 10 10 22
Non-controlling interests 0 0 0 0) 0 0 0
Adjusted net profit 35 41 9 4) 11 23 33

Margin Analysis

Gross margin 23% 24% 16% 16.1% 19.6% 19.9% 20.1%
Operating margin 6% 5% -1% -2% 0% 2% 2%
Adj. net margin 8% 8% 2% -1% 1% 2% 2%

Growth Analysis

Revenue 39% 15% 3% 46% 18% 25% 20%
Gross profit 18% 21% -31% 48% 43% 27% 21%
Operating profit -12% -7% -121% 137% NA NA 78%
Ad. net profit NA 16% -78% -144% NA 110% 43%

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE. 3
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Reyun & GA synergies to boost Mar-tech potential

Mobvista started its affiliate marketing business in 2013 to capture the opportunity
globalization of Chinese Apps. In its second stage, it launched Al-driven programmatic
advertising platform Mintegral in 2015, to facilitate clients to connect to global users in an
automated and scalable manner. Mintegral has become one of the top global advertising
platforms (according to AppsFlyer Performance Index). After Ad-tech biz development,
Mobvista integrate “Ad-tech+Mar-tech” as dual-engines to drive business growth. Mar-tech
biz includes a set of SaaS tools under SolarEngine (upgrades from Reyun products),
connecting with GameAnalytics (GA), Reyun and SpotMax. It offers various VAS, including
creative optimization, comparative analysis of ROl among channels, data insight,
marketing automation, cloud cost optimization, etc.

In our view, Mar-tech biz is still at an early stage of building a full-fledged revenue model
(still small portion of rev contribution), but we believe it can leverage its broader app
coverage, high-volume data and powerful analytics to bring synergies with Mintegral ads
in the long run.

We expect Mar-tech rev +50% in FY23E, accounting for 1.5% of total rev (forecasting 5%
in the long run). Its SaaS ecosystem with GA, Reyun, and SpotMax, would not only bring
more synergies with ads, but also see improving margin ahead.

Figure 6: Three stages of Mobvista’s development
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Figure 7: Future strategy of Mobvista
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Figure 8: SaaS tools included under SolarEngine
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Figure 9: Comparison of Reyun Data before and after its upgrades to
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Figure 10: Major customers of GA
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Priority on margin expansion with quality growth

With priority on profitability upgraded, we see high visibility for Mobvista to continue improve
its margin in FY23E, backed by: 1) higher ads efficiency with lighter incentives; and 2) R&D
investment to stabilize. As such, we expect its bottom line +110% YoY in FY23E, with GP
+27% YoY. Mar-tech biz might record around US$30mn loss in FY22E, and we forecast its
loss will narrow to US$15mn in FY23E. As such, we forecast Mobvista to deliver 22%/74%
topline/bottom line CAGR during FY22-24E.

Figure 12: Margin trend
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Resume with BUY (TP at HK$6.3)

We resumed coverage with BUY rating, with SOTP-based TP at HK$6.3 (implying 1.2x
FY23E P/S, or 58x FY23E P/E). We assigned 30x FY23E P/E to ad-tech biz, in line with
average multiple of global 3P ad tech peers (Trade Desk and Applovin), and assigned 3.3x
P/S to Mar-tech biz (in line with industrial average of SaaS segment). Our TP-implied
multiple of 58x/40x FY23/24E P/E is above industrial average of 25x/23x, but we think
Mobvista deserves premium multiple given its above-peers growth and better margin
outlook.

We selected six global ads companies, eight domestics ads companies and four SaaS
companies as comps for peer comparison. We noticed that 3P global players delivered
higher valuation multiple than traditional 1P global platforms, for its strong-stickiness
subscription model and higher earnings CAGR. Among 3P peers, Trade Desk, Applovin,
and Unity could be the most comparable names, in our view, due to its focus on
programmatic ads and global reach. As such, we think it is not demanding to apply 30x
FY23E P/E on Mobvista ad-tech biz.

Figure 13: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn, Dec-YE FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 891 1,114 1,337 947 1,261 NA -5.9% -11.6% NA
Gross Profit 175 222 268 NA NA NA NA NA NA
Operating Profit 1) 17 30 10 3 NA NA 409.3% NA
Adj. net profit 11 23 33 14 2 NA -24.6% 1002.4% NA
Adj. EPS (RMB) 0.01 0.01 0.02 0.01 NA NA NA NA NA
Gross Margin 19.6% 19.9% 20.1% NA NA NA NA NA NA
Operating Margin -0.1% 1.5% 2.3% 1.0% 0.3% NA -1.1ppts +1.3ppts NA
Adj. net margin 1.2% 2.0% 2.4% 1.5% 0.2% NA -0.3ppts +1.9ppts NA

Source: CMBIGM estimates, Bloomberg
Notes: BBG consensus might not be comparable for outdated forecast.

Figure 14: SOTP valuation

SOTP Methodology Metrics Multiple Valuation
(US$mn)

Ad-tech P/E FY23E adj. NP 37.8 30.0 1,135
Mar-tech P/S FY23E Rev 16.9 3.3 56
Total 1,190
Net Cash 132
Equity Value (US$mn) 1,322
Equity Value (HK$ mn) 10,381
No. of shares (mn) 1,651
Target Price (HK$) based on SOTP 6.3

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE. 8
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Figure 15: Comps table

Ticker Mkt cap Currency  Price  CMBI FY22-24 EPS
(USD mn) Raiting FY24E CAGR

Mobvista 1860 HK 858 HKD 4 BUY [ 77.9 37.4 26.3 0.9 0.8 0.6 90.8 NA NA NA
Global ads
Trade Desk TTD US 29,595 usD 60 NA NA 54.6 42.0 32.0 15.7 12.5 9.9 NA 55.9 385 33%
Applovin APP US 5,572 usb 15 NA NA 23.8 18.9 12.2 2.0 1.8 1.6 223 155 10.7 75%
Unity Software U us 15,989 usb 40 NA NA NA NA 41.8 11.6 7.3 5.9 NA NA 46.8 NA
Meta META US 448,216 usb 173 NA NA 16.8 14.2 12.7 3.7 3.3 2.9 13.3 11.3 10.0 18%
Google GOOGL US 1,209,879 usb 94 NA NA 17.4 14.6 12.2 4.6 4.1 3.7 14.4 12.3 10.5 21%
Snapchat SNAP US 16,383 UsbD 10 NA NA NA 63.2 24.0 3.5 3.0 25 NA NA NA 82%
Average 28.1 30.6 225 6.8 5.3 4.4 16.7 23.8 233 29%
Domestic ads
Tencent 700 HK 450,990 HKD 370 BUY 450 26.4 21.6 185 5.6 5.0 4.5 19.7 17.3 154 19%
Baidu BIDU US 48,968 usbD 142 BUY 195 17.0 15.4 13.1 2.7 25 2.3 16.1 14.0 11.2 25%
Weibo WB US 5,032 usbD 21 BUY 28 10.3 9.5 8.9 2.7 2.7 25 7.7 8.6 7.5 9%
XD Inc. 2400 HK 1,639 HKD 27 NA NA NA NA 32.0 34 25 2.0 NA NA 29.6 NA
Weimob 2013 HK 1,794 HKD 5 NA NA NA NA NA 6.0 4.7 3.9 NA NA NA NA
Zhihu ZH US 1,093 usb 2 BUY 2 NA NA NA 21 1.6 1.2 NA NA NA NA
Focus Media 002027 CH 13,918 CNY 7 NA NA 31.0 19.4 155 9.4 7.3 6.2 25.2 15.7 12.5 40%
Blue Focus Group 300058 CH 2,147 CNY 6 NA NA NA 25.7 19.8 0.4 0.3 0.3 NA 18.2 14.0 NA
Average 21.2 18.3 18.0 4.0 3.3 2.9 17.2 14.8 15.0 23%
SaaS
Salestorce CRM US 165,170 usb 165 NA NA 334 28.3 23.4 53 4.8 4.3 26.2 21.8 18.0 18%
Youzan 8083 HK 512 HKD 0 NA NA NA NA NA 2.4 2.1 1.7 NA NA NA NA
Ming Yuan Cloud 909 HK 1,462 HKD 6 HOLD 6 NA NA 62.2 4.8 4.1 3.4 NA NA NA NA
KE Holdings BEKE US 23,298 UsbD 19 BUY 23 78.4 30.0 23.6 2.7 2.3 2.0 NA 26.4 18.4 75%
Average 33.4 29.2 235 3.8 3.3 2.9 26.2 24.1 18.2 18%
Average 30.9 25.2 235 4.9 4.0 3.4 18.1 19.7 18.7 23%

Source: Company data, BBG, CMBIGM estimates

Key Investment Risks

Key investment risks may derive from: 1) softer-than-expected global macro momentum;
2) potential loss of key advertises or publishers; and 3) higher-than-expected investment
or net loss from SaaS biz.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE. 9
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (US$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (US$ mn) FY20A FY21A FY22E FY23E FY24E
Revenue 516 755 891 1,114 1,337 Profit before taxation ) (31) 7 12 26
Mobile advertising 515 753 880 1,097 1,316 D&A 13 29 30 31 32
Data analytics services 1 3 11 17 21 Change in working capital @) 36 67 (23) 54
Cloud products & services Others 17 8 5 2 1)
Cost of revenue (434) (633) (717) (892) (1,069) Operating CF 16 42 109 32 110
Gross profit 82 122 175 222 268
Capex © @an ®) ®) ®)
S&M a7 47) (62) (57) (66) Other (29) 19 3 1 1
R&D (32) (69) (97) (105) (126) Investing CF (30) 8 ) 4) 4)
G&A @ 3 (6) 5) (6)
Other net income 6 9 43 9 9 Proceeds from bank loans 218 271 - - -
Operating profit ()] (31) 7 12 26 Repayment of bank loans (217)  (267) - - -
Others (15) 57 (5) (5) -
Interest income 2 1 3 1 1 Financing CF (14) 61 (5) (5) 4)
Finance costs 2) 4) (5) (5) 4)
Pre-tax profit 7 (31) 7 12 26 Net changein cash (28) 112 102 23 102
Cash (beg of yr) 67 39 150 252 276
Tax 2 6 3 2) 4) FX 0 1) - - -
Profit for the year (5) (25) 10 10 22 Cash (end of yr) 39 150 252 276 378
Minority interest - (0) - - -
Net profit (5) (25) 10 10 22
Adj. net income 9 (4) 11 23 33
Balance sheet Key ratios
YE 31 Dec (US$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 102 264 239 214 187 Sales mix (%)
PP&E 11 8 7 5 3 Mobile advertising 99.9 99.6 98.7 98.5 98.4
Intangible assets 43 118 93 69 45  Data analytics services 0.1 0.4 1.3 1.5 1.6
Goodwill 29 115 115 115 115 Cloud products & services 100.0 100.0 100.0 100.0 100.0
Deferred tax assets 15 22 22 22 22 Total
Investments 3 2 2 2 2
Deposits & prepayments 1 - - - - Growth (%)
Revenue 3.2 46.4 18.0 25.0 20.0
Current assets 396 483 655 620 922 Gross profit (30.8) 48.4 43.4 26.9 20.8
Receivables 297 183 383 324 524 Operating Income NA NA NA 67.3 113.2
Restricted cash 5 6 6 6 6 Adj. net profit (78.1) NA NA 110.1 43.5
Cash & cash equivalents 39 160 252 276 378
Current tax recoverable 1 1 1 1 1 Profitability (%)
Gross margin 15.9 16.1 19.6 19.9 20.1
Current liabilities 221 350 553 482 736 Pre-tax margin (1.4) (4.1) 0.8 1.1 1.9
Trade and other payables 150 215 482 411 664 Taxrate (26.8) (19.4) 41.2 (15.0) (15.0)
Current taxation 10 8 8 8 8 Net margin 1.7 (0.5) 1.2 2.0 2.4
Bank loans 56 59 59 59 59
Returns (%)
Non-current liabilities 9 38 11 11 11 ROE 3.4 1.2) 3.1 6.4 8.6
Bank loans - - - - ROA 1.8 (0.5) 1.2 2.7 3.0
Deferred tax liabilities 2 8 8 8 8
Per share data
Minority interest - 23 23 23 23  EPS (US$) 0.01 (0.00) 0.01 0.01 0.02
Shareholder’s equity 268 337 347 357 379 DPS (US$) - - - -
Total equity 268 337 347 357 379 BVPS (US$) 0.2 0.2 0.2 0.2 0.2

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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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 (ll) 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 (CMBIGMG) (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. CMBIGMG 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, CMBIGMG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBIGMG at +65 6350 4400 for matters arising from, or in connection with the report.
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