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Baozun (BZUN US)

VAS enrichment & resilient GMV ahead

Baozun delivered 1Q22 result with upbeat topline (-2% YoY) and GMV (+28%
YoY). Non-GAAP OP was RMB4.7mn, ahead of our estimate. Looking ahead, we
expect GMV resilient at +21% YoY in 2Q22E, supported by 1) strong
performance of two brands in FMCG & electronic categories; and 2) M&A
contribution, despite epidemic headwinds. We expect rev -14% YoY in 2Q22E,
with non-GAAP OP at RMB3.5mn. Mgmt. emphasized on high caliber and value-
added services to tackle challenging macro and weak consumer sentiment. We
forecast its GMV +16% YoY in FY22E, with non-GAAP OP at RMB300mn. To
reflect epidemic impact, we trimmed FY22 earnings forecast by 30%, but kept
FY23-24E earnings unchanged. Maintain our TP at US$12.

B 1Q22 beat on GMV and topline. 1Q22 GMV +28% YoY, 15% above our
estimate. Rev -2% YoY, 5%/4% above consensus/ our estimate. By category,
apparel & accessories led the growth (rev +6% YoY), in which luxury was
strong at +30% YoY. Appliances/ electronics/ beauty and cosmetics/ others
rev -6%/-37%/+2%/-43% YoY. BZUN adopted the new disclosure of rev
breakdown, to emphasize its VAS services, including warehouse & fulfillment,
digital marketing & IT solutions. Non-GAAP OP was RMB4.7mn, and adj. net
profit at RMB1.2mn, ahead of our estimate but lower than consensus.

B Resilient GMV ahead, with two strong brands to offset epidemic
headwinds. Given lockdown disruptions from Mar, multiple verticals in 2Q22E
might see short term pressure from logistics delay (e.g. apparel, appliances).
However, we expect resilient GMV at +21% YoY in 2Q22E, supported by 1)
strong performance of two brands in FMCG & electronic categories; and 2)
M&A contribution. Excluding these two brands, GMV should be flat YoY/ low-
single-digit decline. We expect rev -14% YoY in 2Q22E, with non-GAAP OP
at RMB3.5mn. We are surprised to see that 1Q22 non-Tmall channels
contributed 40% GMV (vs. 26% in 4Q21), and channel expansion would
continue. In FY22E, mgmt. emphasized on high caliber and value-added
services to tackle challenging macro and weak consumer sentiment. We
expect its GMV +16% YoY, rev +3% YoY, with non-GAAP OP at RMB300mn.

B Maintain BUY. We trimmed FY22 earnings forecast by 30% to reflect
epidemic headwinds, but kept FY23-24E earnings unchanged. Maintain our
TP at US$12 (implying 14x FY23E P/E). We believe new channel expansion,
luxury opportunities and investment will bring upside in the long run.

Earnings Summar
(YE 31 Dec) S0 FY21A FY22E FY23E FY24E

Revenue (RMB mn) 8,852 9,396 9,647 11,193 12,549
YoY growth (%) 21.6 6.2 2.7 16.0 12.1
Adj. net income (RMB mn) 535 200 256 475 571
Adj. EPS (RMB) 8.4 2.7 3.3 5.9 7.0
YoY growth (%) 40.4 -67.6 22.2 76.6 19.4
Consensus EPS (RMB) NA NA 4.9 7.5 10.0
P/E (x) 7.4 22.9 18.7 10.6 8.9
P/S (x) 1.3 15 15 1.3 1.2
Yield (%) 0.0 0.0 0.0 0.0 0.0
ROE (%) 8.7 3.3 4.0 7.0 7.7
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates
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Mkt Cap (US$ mn) 512
Avg 3 mths t/o (US$ mn) 12.81
52w High/Low (US$) 38.15/5.41
Total Issued Shares (mn) 63

Source: Bloomberg

Shareholding Structure

Credit Suisse Group 5.26%
Vontobel Holding 4.11%
TIAA 3.26%
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Figure 1: 1Q22 financial review

RMB mn 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 loyal 4Q21 1Q22 QoQ YoY Consensus  Diff %
Revenue 1524 2,152 1,829 3,347 2,020 2,304 1,899 3,173 1,984 | -37.5% -1.8% 1,889 5.1%
Operating profit 13 161 85 301 53 107 (157) 4 (41) NA -177.8% 4 NA
Net profit 2 120 65 239 1 80 (293) (8) (122) NA NA (32 NA
Adj. net profit 26 147 92 272 61 151 (88) 76 1 NA -98.1% 10 -88.0%
EPS (RMB) 0.44 2.45 1.52 3.58 0.82 2.01 (1.21) 111 0.02 NA -97.6% 0.14 -85.8%
Margin (%)
Gross margin 61.3% 64.0% 63.2% 61.6% 59.3% 64.6% 68.6% 67.1% 70.0% 62.5%
Operating margin 0.8% 7.5% 4.6% 9.0% 2.6% 4.6% -8.2% 0.1% -2.1% 0.2%
Adj. net margin 1.7% 6.8% 5.0% 8.1% 3.0% 6.5%  -4.6% 2.4% 0.1% 0.5%
Growth (%)
Revenue (YoY) 18.4%  26.3% 21.7%  20.2%  32.6% 7.1% 3.8% -52% -18% -6.5%
Revenue (QoQ) -45.3%  41.2% -15.0% 83.0% -39.6%  14.0% -17.6% 67.1% -37.5% -40.5%
Operating profit -72.1%  87.2%  50.9%  53.4% 313.4% -33.6% -285.0% -98.7% -177.8% -93.1%
Adj. net profit -50.6%  74.2%  55.3%  68.4% 135.5% 2.9% -196.2%  -72.1%  -98.1% -84.2%
Source: Company data, Bloomberg, CMBIGM estimates
Figure 2: 1Q22 revenue breakdown
1Q21 1Q22 YoY
Revenue (RMB mn) 2,020 1,984 -2%
Online store operations 1,325 1,073 -19%
Appliances 382 358 -6%
Apparel and accessories 250 265 6%
Sportswear 118 88 -25%
Others 75 103 38%
Luxury 57 74 30%
Electronics 240 151 -37%
Beauty and cosmetics 88 90 2%
Cthers 366 209 -43%
Warehouse and fulfillment 418 525 26%
Digital marketing and IT solutions 277 386 39%
Source: Company data
Figure 3: CMBIGM estimates vs consensus
CMBIGM Consensus Diff (%)
RMB mn, Dec-YE FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 9,647 11,193 12,549 10,104 11,649 12,944 -4.5% -3.9% -3.1%
Gross profit 6,656 7,768 8,740 6,631 7,803 8,855 0.4% -0.4% -1.3%
Operating profit 300 578 699 278 547 833 7.8% 5.8% -16.1%
Adj. net profit 256 475 571 334 532 712 -23.3% -10.7% -19.8%
EPS (RMB) 3.33 5.88 7.02 4.85 7.50 9.98 -31.4% -21.7% -29.7%
Gross margin 69.0% 69.4% 69.7% 65.6% 67.0% 68.4% +3.4ppts +2.4ppts +1.2ppts
Operating margin 3.1% 5.2% 5.6% 2.8% 4.7% 6.4% +0.4ppts +0.5ppts -0.9ppts
Net margin 2.7% 4.2% 4.5% 3.3% 4.6% 5.5% -0.6ppts -0.3ppts -1.0ppts
Source: Company data, Bloomberg, CMBIGM estimates
Figure 4. Earnings revision
New (o]f} Diff (%)
RMB mn, Dec-YE FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 9,647 11,193 12,549 10,484 11,993 13,533 -8.0% -6.7% -7.3%
Gross profit 6,656 7,768 8,740 6,710 7,735 8,762 -0.8% 0.4% -0.3%
Operating profit 300 578 699 445 578 698 -32.6% 0.0% 0.1%
Adj. net profit 256 475 571 364 473 568 -29.6% 0.4% 0.4%
EPS (RMB) 3.33 5.88 7.02 4.73 5.86 6.99 -29.6% 0.4% 0.4%
Gross margin 69.0% 69.4% 69.7% 64.0% 64.5% 64.8% +5.0ppts +4.9ppts +4.9ppts
Operating margin 3.1% 5.2% 5.6% 4.2% 4.8% 5.2% -1.1ppts +0.3ppts +0.4ppts
Net margin 2.7% 4.2% 4.5% 3.5% 3.9% 4.2% -0.8ppts +0.3ppts +0.3ppts

Source: Company data, CMBIGM estimates
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E
Net revenues 8,852 9,396 9,647 11,193 12,549 Netincome 426  (220) 67 264 341
Product sales 3,907 3,874 3,792 3,868 3,945 D&A 152 138 158 179 200
Services 4,945 5,523 5,855 7,325 8,603 Change in WC (526) 1,562 (1,430) 881  (707)
Others 259 71 229 202 265
COGS (3,326) (3,277) (2,990) (3,425) (3,809) Operating CF 310 1,551 (977) 1,525 99
Gross profit 5,525 6,120 6,656 7,768 8,740
Capex (2,089) (114) (121) (128) (136)
Fulfilment (2,259) (2,661) (3,083) (3,577) (4,105) Purchase of investments - - - - -
S&M (2,131) (2,550) (2,605) (2,861) (3,137) Others 1,473 (45) (49) (49) (50)
R&D (410)  (448)  (453)  (515)  (577) Investing CF (616)  (159) (170) (177) (186)
Admin.Exp. (224)  (526)  (405)  (448)  (452)
Other gains 57 73 - - - Equity raised 3,127 - - - -
Operating profit 559 7 110 367 469 Change of debts (428) - - - -
Cash from CB raised Q) - - - -
Other income, net (10) (161) (23) (20) (20) Others (31) - - - -
Pre-tax Income 549 (154) 88 348 449 Financing CF 2,667 - - - -
Income Tax (128) (55) (21) (83) (108) Net change in cash 2,360 1,392 (1,147) 1,348 (86)
Net profit 426 (220) 67 264 341 Cash (beg of yr) 1,527 3,731 5170 4,023 5,371
Adj. net profit 535 200 256 475 571 FX (156) 46 = = -
Cash (end of yr) 3,731 5,170 4,023 5,371 5,285
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 1,316 1,340 1,352 1,350 1,336 Sales mix (%)
Property and equipment 430 467 499 527 551 Product sales 44.1 41.2 39.3 34.6 31.4
Right-of-use assets 525 525 525 525 525 Services 55.9 58.8 60.7 65.4 68.6
Intangible assets 146 134 113 84 46 Total 100.0 100.0 100.0 100.0 100.0
Others 215 215 215 215 215
Growth rate (%)
Current assets 9,159 9,975 9,537 11,201 11,792 Revenue 21.6 6.2 2.7 16.0 12.1
Cash & restricted cash 3,731 5,170 4,023 5,371 5,285 Gross profit 22.7 10.8 8.8 16.7 12.5
Short-term investments 1,449 1,449 1,449 1,449 1,449 EBIT 45.6  (98.7) 14724 2327 27.8
Accounts receivable 2,189 1,963 2,300 2,646 2,899 Adj. net profit 49.8 (62.7) 284 85.4 20.1
Inventories 1,026 639 1,022 906 1,255
Prepayments and other 764 755 745 830 905
current assets
P&L ratios (%)
Current liabilities 2,196 3,098 2,415 3,602 3,608 Operating margin 6.3 0.1 1.1 3.3 3.7
Accounts payables 422 1,217 445 1,458 1,292 Pre-tax margin 6.2 (1.6) 0.9 3.1 3.6
Other payables and 1,565 1,671 1,760 1,934 2,105 Adj. net margin 6.0 2.1 2.7 4.2 4.5
accruals
Short-term loan - - - - - Effective tax rate (23.3) 359 (24.0) (24.00 (24.0
Others 210 210 210 210 210
Returns (%)
Non-current liabilities 2,136 2,136 2,136 2,136 2,136 ROE 8.7 3.3 4.0 7.0 7.7
Long-term loan 1,763 1,763 1,763 1,763 1,763 ROA 51 1.8 2.4 3.8 4.3
Deferred tax liability 3 3 3 3 3
Long-term operating 370 370 370 370 370 Per share
lease liabilities
EPS (RMB) 2.8 0.9 11 2.0 2.3
MI 32 45 46 46 46 DPS (RMB) 0.0 0.0 0.0 0.0 0.0
Total Equity 6,143 6,082 6,338 6,813 7,384 BVPS (RMB) 32.2 27.7 275 28.1 30.3
Shareholders' equity 6,111 6,036 6,293 6,768 7,338

Source: Company data, CMBIGM estimates
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