28 Oct 2025

CMB INTERNATIONAIL

@mﬂ@ﬁc

CMB International Global Markets | Equity Research | Company Update

Futu Holdings (FUTU US)

Marketing feedback: short-term views mixed; 3Q
EPS upside to reinforce long-term convictions

BUY (Maintain)

We completed a four-day marketing trip in HK last week engaging with active long-
only and long/short investors covering China/HK markets. We see that L/O investors’
long-term conviction in Futu has strengthened, although short-term views are mixed.
Key concerns include 1) tightening of account opening process to mainland clients
in HK; 2) fund outflows amid easing sentiment towards stablecoin-related themes;
and 3) possible client and asset attritions on the Futubull platform due to CRS global
taxation plan. We believe these headwinds are largely sentiment-driven and do not
reflect the broker’s solid fundamentals. The recent share price correction (-6.3% in
September vs. KWEB’s +10%) presents an attractive entry point to build or average
up positions, in our view, given strong HK/US turnover momentum sustained in 3Q25
and Futu’s undemanding valuation relative to peers. We reiterate BUY, and slightly
raise our target price to US$226 (previous: US$224) reflecting improving net interest
income (NII) and FX movements, which implies 26x/23x FY25E/26E P/E. We expect
upward revision to 3Q25E EPS consensus upon earnings release in mid-November.

M LO managers showed interests but held mixed short-term views. Recent
regulatory developments, including a tighter account opening process for mainland
clients in HK and the CRS global taxation plan, have raised concerns among some
long-only managers regarding regulatory uncertainty from China. We regard these
concerns overblown with limited likely impacts on Futu’s earnings. As of 2Q25, the
number of funded accounts in mainland accounted for ~17% (CMBI est) of total,
with their AUM contributing 25%-30% of Group’s total. We see limited impact due
to 1) Futu’s diversified market exposure is fundamentally different from three years
ago, for which the number of overseas funded accounts exceeded 50% of total for
the first time in 1H25; 2) the CRS tax regime applies to all financial institutions in
HK, meaning shifting assets from Futu to other platforms would not circumvent
regulatory oversight. Futu’s competitive pricing and superior trading experience
make it difficult to replace in our view; 3) the onshore tax authority requests self-
declaration on capital gains from historical overseas investment income in the past
three years (FY22-24). Even though onshore investors managed to transfer out
their assets, the historical record still likely to require them to self-declare. We think
this tax obligation will develop into a “new norm” for onshore investors, and Futu is
positioned to retain its high-net-worth clients, without meaningful AUM share loss.

M 3Q25E EPS shows potential upside. HK and US stock markets sustained strong
turnover momentum in 3Q25, rising 30%/6% QoQ to HK$18.6tn/US$53tn. The HSI
and NASDAQ index gained 12%/11% QoQ with the VIX index down 2.7% QoQ,
supporting favourable mark-to-market capital gains. We expect new paying clients
to be on track meeting the target of 800k, while net asset inflows may moderate
from a high 2Q25 base. We anticipate trading volume to sustain a sequential rise
driven by robust client AUM and high trading velocity. The 3M HIBOR rebounded
back to above 3.5% as of Sep, alleviating some concerns to net interest income.
In our model, we project NIl to sequentially drop in 3Q25 partly due to the rate cut
cycle. Cost per new client acquisition (CAC) should remain below the guidance of
HK2.5k-3k. We see upside to 3Q25E EPS from higher trading velocity (2H25E:
14x vs. 1H25: 16.1x) and interest income from the current level baked in our model.

M Risk-reward remains attractive. Futu’s ADR is trading at 20x/18x FY25/26E P/E,
buoyed by the tariff truce and improving liquidity from the Fed rate cuts. Even if the
market begins pricing in 3Q25 earnings revision, we view current valuation as un-
demanding. On a relative basis, Futu's 12M forward P/E has traded at 15x-20x P/E
since July 2025 with an avg. three-year ROE at 25.2%, compared to peer averages
of 36x/31x FY25/26E P/E and 19.7% ROE (Fig.6). If taking into account of our bull-
case scenario, which implies 21% upside to FY26E earnings, the current share
price corresponds to 16.5x FY26E P/E, still below its five-year average of 18.6x.
Reiterate BUY with our new TP at US$226, which implies 26x/23x FY25E/26E P/E.
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Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Adjusted net profit (HK$ mn) 4,570 5,768 9,955 11,079 12,602
EPS (Reported) (HK$) 30.6 38.9 68.2 75.6 85.9
Consensus EPS (HK$) n.a n.a 66.4 75.1 85.3
P/E (x) 45.5 35.6 20.3 18.3 16.1
P/B (x) 8.1 7.1 5.3 41 33
ROE (%) 18.8 20.7 29.0 24.5 22.1
Source: Company data, Bloomberg, CMBIGM estimates
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Focus Charts
Fig 1: HK stock market turnover and YoY%/QoQ% Fig 2: US stock market turnover and YoY%/QoQ%
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Fig 3: Avg. 3M/1IM HIBOR ticked upward in 3Q25 Fig 4: USD/HKD FX rate approaching to lower bound
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Fig 5: Futu’s P/E(x) valuation trading band Fig 6: Futu’s FY26E P/E(x) and ROE vs. peers
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Peers’ comp table of P/E(x) in FY25E-28E vs. Futu

Company Ticker La‘?tup:;ice 2025E 2026E 2027E 2028E
Up Fintech Holdings TIGR US 10.28 12.9x 11.9x 9.8x 8.3x
Robinhood Markets Inc.  HOOD US 139.79 77.7x 64.2x 55.8x 55.3x
Interactive Brokers IBKR US 68.75 33.6x 30.8x 28.2x 25.8x
Charles Schwab SCHW US 94.42 20.2x 17.4x 14.7x 12.8x
East Money 300059 CH 25.90 34.1x 30.3x 27.1x 25.4x
Median 33.6x 30.3x 27.1x 25.4x

Mean 35.7x 30.9x 27.1x 25.5x

Futu Holdings Ltd. FUTU US 178.38 20.3x 18.3x 16.1x 14.2x

Discount vs. peers (%) -39.4% -39.5% -40.5% -44.3%

Source: Bloomberg, CMBIGM | Note: Stock price data quoted by market close on 24 Oct 2025 (Fri). FY25-28E EPS estimates of Up Fintech,
Robinhood, Interactive Brokers, Charles Schwab, and East Money are quoted from Bloomberg consensus as of 24 Oct 2025 (Fri).
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Financial Summary

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

Revenue 7,614 10,008 13,590 20,125 21,886 24,734
Cost of goods sold (996) (1,536) (2,445) (2,798) (3,008) (3.,447)
Gross profit 6,618 8,472 11,145 17,327 18,878 21,288
Operating expenses (3,049) (3,465) (4,523) (5,279) (5,753) (6,374)
Selling expense (896) (710) (1,409) (1,745) (1,481) (1,403)
Admin expense (931) (1,313) (1,620) (1,755) (2,120) (2,515)
R&D expense (1,222) (1,441) (1,494) (1,779) (2,152) (2,456)
Operating profit 3,569 5,007 6,622 12,048 13,125 14,914
Other income (210) 33 (86) (189) 0 0
Pre-tax profit 3,359 5,041 6,535 11,859 13,125 14,914
Income tax (414) (748) (998) (2,154) (2,362) (2,684)
Others (18) (13) (104) (99) 97) (110)
Net profit 2,927 4,281 5,443 9,613 10,672 12,127
Adjusted net profit 3,131 4,570 5,768 9,955 11,079 12,602
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (HK$ mn)

Cash & equivalents 5,029 4,938 11,688 8,890 14,072 20,012
Cash held on behalf of clients 50,685 44,369 68,640 119,790 144,051 167,966
Restricted cash 1 1 1 8 8 8
Receivables 9,829 10,148 22,843 33,774 38,538 43,898
Loans and advances 26,713 32,547 49,714 55,982 71,293 87,598
Prepaid assets 29 55 63 102 124 150
ST bank deposits 6 6 5 5 5 5
Other current assets 809 3,383 2,949 4,197 4,343 4,494
Right-of-use assets 197 224 253 151 74 29
Long-term investments 240 239 573 724 753 784
Other non-current assets 965 1,227 2,026 2,416 2,514 2,616
Total assets 94,503 97,136 158,757 226,038 275,774 327,561
Amounts due to related parties 53 69 79 174 174 174
Payables 69,177 64,654 117,174 172,511 209,072 246,279
Lease liabilities 211 238 277 504 504 504
iiculizﬂgzé)urchased under agreements to 0 0 2575 1171 1171 1171
Accrued expenses 1,706 1,939 4,937 4,108 4,940 5,760
Long-term borrowings 2,481 5,652 5,702 9,396 11,076 12,721
Other non-current liabilities 14 12 8 6 7 7
Total liabilities 73,641 72,564 130,752 187,870 226,944 266,616
Share capital 0 0 0 0 0 0
Retained earnings 7,079 11,361 14,653 24,263 34,928 47,047
Other reserves 13,782 13,208 13,358 13,919 13,919 13,919
Total shareholders’ equity 20,862 24,569 28,011 38,182 48,847 60,966
Minority interest 0 3 @) (13) 17) (21)
Total equity and liabilities 94,503 97,136 158,757 226,038 275,774 327,561
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (HK$ mn)

Net change in cash (3,576) (6,408) 31,021 48,358 28,117 27,998
Cash at the beginning of the year 59,292 55,716 49,308 80,329 130,014 159,989
Cash at the end of the year 55,716 49,308 80,329 128,688 158,130 187,986
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 86.9% 84.7% 82.0% 86.1% 86.2% 86.1%
Operating margin 46.9% 50.0% 48.7% 59.9% 60.0% 60.3%
Non-GAA[ net margin 41.1% 45.7% 42.4% 49.5% 50.6% 51.0%
Return on equity (ROE) 14.0% 18.8% 20.7% 29.0% 24.5% 22.1%
VALUATION 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

P/E (x) 68.4 45.5 35.6 20.3 18.3 16.1

P/B (x) 9.8 8.1 7.1 5.3 4.1 3.3

EV/EBITDA (x) 51.4 34.5 26.8 15.1 13.6 12.0

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 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 (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, 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
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