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Alibaba (BABA US)

Remain committed to enhance shareholder
returns

Alibaba delivered inline 2QFY24 (March year-end) results: total revenue was
RMB224.8bn, up 8.5% YoY, and non-GAAP net income for the quarter was
RMB40.2bn, up 16.8% YoY. Both revenue and non-GAAP net income in
2QFY24 were in line with Bloomberg consensus estimates. Alibaba decided not
to proceed with a full spin-off for Cloud Intelligence Group (CIG), and will focus
on developing a sustainable growth model for CIG under current circumstances,
but stressed that it remained committed to drive shareholder returns. It
announced annual dividend of US$2.5bn, and targeted to improve group level
return on invested capital (ROIC) ratio to double digit range through driving for
profitability improvement and monetization of non-core assets, and guided to
further utilize share repurchase program. To account for the near-term macro
headwinds which likely weigh on recovery of customer management revenue
(CMR), as well as management’s more proactive move to drive for quality
revenue growth of cloud business, we lower SOTP-based TP by 4% to
US$148.3. Maintain BUY.

B Full spin-off of CIG stopped while management remains committed to
enhancing shareholder return. Management believes that a full spin-off
of CIG may not achieve the previously intended effect of shareholder value
enhancement amid current environment, and decided not to proceed with
the process. In addition, Freshippo’s plan for IPO has been put on hold after
management evaluated market conditions. However, management
stressed that it remains focused to enhance shareholder returns, and will
take a holistic view when considering future actions.

B Achieved a good balance between reinvestment and profitability
improvement. In 2QFY24, overall adjusted EBITA grew 18.5% YoY to
RMB42.8bn, 1/3% ahead of our forecast/consensus, thanks to better-than-
expected profitability improvement from Cainiao and Cloud. Alibaba
International Digital Commerce (AIDC), Local Services Group (LSG),
Cainiao Smart Logistics (CSL), CIG, and Digital Media and Entertainment
Group (DME), on a combined basis, saw total revenue growth of 20% YoY,
while narrowed adjusted EBITA loss by RMB2.5bn at the same time.
Management guided to drive for profitability improvement of non-core
business to increase overall ROIC.

M Increasing merchants’ willingness to invest in advertising amid soft
consumption environment. Alibaba generated revenue of RMB68.7bn
from its CMR in 2QFY24, up 3% YoY, thanks to increase in merchants’
willingness to invest in advertising, while partly offset by the modest decline
in online GMV generated on Taobao and Tmall. Management guided to
drive for further order frequency growth through the initiatives to enhance
content offerings and supply chain capabilities.

Earnings Summary

(YE 31 Mar) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 853,062 868,687 955381 1,063,919 1,153,834
YoY growth (%) 18.9 1.8 10.0 11.4 8.5
Net profit (RMB mn) 61,959.0  72,509.0 125091.3 1544459 169,198.2
Adjusted net profit (RMB mn)  143,515.0 1439910 169,055.8 186,363.5 203,813.3
EPS (Adjusted) (RMB) 53.26 54.91 66.32 73.04 79.80
Consensus EPS (RMB) 53.26 54.56 65.47 72.10 81.89
P/E (x) 46.5 23.0 12.8 10.4 9.5
ROE (%) 6.5 7.4 11.0 11.3 10.9

Source: Company data, Bloomberg, CMBIGM estimates

18 4 B PR

CMB INTERNATIONAIL

BUY (Maintain)

Target Price US$148.30
(Previous TP US$155.00)
Up/Downside 70.3%
Current Price US$87.07

China Internet

Saiyi HE, CFA
(852) 3916 1739
hesaiyi@cmbi.com.hk

Ye TAO
franktao@cmbi.com.hk

Wentao LU, CFA
luwentao@cmbi.com.hk

Stock Data
Mkt Cap (US$ mn) 223,365.1
Avg 3 mths t/o (US$ mn) 439.2
52w High/Low (US$) 120.57/75.50
Total Issued Shares (mn) 2565.4
Source: FactSet
Shareholding Structure
SoftBank 13.9%
Source: HKEX
Share Performance

Absolute Relative
1-mth 3.3% -0.7%
3-mth -2.3% -6.7%
6-mth -1.9% -14.2%

Source: FactSet

12-mth Price Performance

(Uss BABA US
IXIC (Rebased)

NN
N
3]

0000 (00 OO = NI
O OUIOC1OUI X

7

Nov-22 Feb:23  May-23 Aug-23 Nov-23

Source: FactSet

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk



17 Nov 2023

18 4 B FR

CME INTERNATIONAT

B Driving for quality cloud business revenue growth. Revenue of CIG came in at
RMB27.6bn in 2QFY24, up 2% YoY, down from 4% in 1QFY24, as management
continues to improve revenue quality by reducing the revenue from project-based
contract that are of low margins. As a result, adjusted EBITA margin for CIG reached
5.1% in 2QFY24, up 1.5pp YoY.

Key business segment update

Taobao and Tmall Group (40.3% of 2QFY24 revenue)

In 2QFY24, revenue generated from Taobao and Tmall Group (TT Group) was
RMB97.7bn, up 4.2% YoY, among which revenue generated from customer management
revenue (CMR) came in at RMB68.7bn, up 2.7% YoY, thanks to increase in merchants’
willingness to invest in advertising, while partly offset by the modest decline in online GMV
generated on Taobao and Tmall.

Adjusted EBITA for the segment was RMB47.1bn in 2QFY24, up 3.2% YoY, driven by
narrowing losses in certain businesses and increase in profit from customer management
services, while partly offset by the increase in investment in user acquisition and retention
as well as in content of Taobao App. Overall adjusted EBITA margin for the segment was
48.2% in 2QFY24, down 0.5pp YoY, but was 1.7pp better than our estimate.

AIDC (10.1% of 2QFY24 revenue)

In 2QFY24, revenue generated from AIDC was RMB24.5bn, up 52.8% YoY, among which
international commerce retail revenue was up 72.7% YoY and international commerce
wholesale was up 9.4% YoY. The strong revenue growth in commerce retail business was
primarily due to strong combined order growth of retail business.

Adjusted EBITA loss for AIDC has narrowed from RMB748mn in 2QFY23 to RMB384mn
in 2QFY24, thanks to improved margins of Lazada and Trendyol, partly offset by the
increase in investment in new business, such as Miravia, and AliExpress’ Choice.

Local Services Group (6.4% of 2QFY24 revenue)

Revenue from LSG was RMB15.6bn in 2QFY24, up 16% YoY, thanks to strong growth in
both Ele.me and Amap businesses. LSG’s adjusted EBITA loss narrowed to RMB2.6bn in
2QFY24 (2QFY23: loss of RMB3.3bn), thanks to the continued narrowing of losses of
Ele.me business driven by improved unit economics per order and increasing scale.

Cainiao (9.4% of 2QFY24 revenue)

Revenue from Cainiao came in at RMB22.8bn in 2QFY24, up 24.8% YoY, thanks to the
increase in revenue from cross-border fulfiiment solutions. Adjusted EBITA margin for
Cainiao reached 4.0% in 2QFY24, up 3.3pp YoY, driven by improved operating results from
cross-border fulfilment solutions, technology, and other services, as well as domestic
logistics services.

Cloud Intelligence Group (11.4% of 2QFY24 revenue)

Revenue of CIG came in at RMB27.6bn in 2QFY24, up 2% YoY, down from 4% in 1QFY24,
as management continue to improve revenue quality by reducing the revenue from project-
based contract that are of low margins. As a result, adjusted EBITA margin for CIG reached
5.1% in 2QFY24, up 1.5pp YoY.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 1: Alibaba: revenue and margin summary

(RMBbn) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 estm?a"ffs' Diff%

Taobao and Tmall Group 102.5 93.7 127.1 89.9 115.0 97.7 101.4 3.7%
YoY % 12.1% 4.2%

-CMR 72.4 66.9 92.9 58.1 79.7 68.7 69.9 1.7%
YoY % 10.0% 2.7%

- Direct sales and others 25.0 22.6 29.9 28.0 30.2 23.9 27.1
YoY % 20.7% 5.9%

Alibaba International Digital Commerce 157 16.0 19.8 18.9 221 a5 224 -

Group
YoY % 40.7% 52.8%

Local Services Group 11.1 13.4 13.4 12.3 14.5 15.6 16.3 A7%
YoY % 29.8% 16.3%

Cainiao Smart Logistics Network Limited 17.3 18.3 23.0 18.9 23.2 22.8 22.5 1.5%
YoY % 34.0%  24.8%

Cloud Intelligence Group 24.1 27.0 26.9 24.8 25.1 27.6 28.0 1.4%
YoY % 4.1% 2.3%

Digital Media and Entertainment Group 4.0 5.2 4.3 5.0 5.4 5.8 6.2 -
YoY % 35.7% 10.5%

All others 45.2 48.1 50.1 53.0 455 48.1 46.0 4.4%
YoY % 0.9% -0.2%

Consolidated revenue 205.6 207.2 247.8 208.2 234.2 224.8 226.9 -0.9%

YoY % -0.1% 3.2% 2.1% 2.0% 13.9% 8.5%

Gross profit 75.9 76.0 97.8 69.4 91.8 85.1 84.0 1.4%

Operating profit 24.9 25.1 35.0 15.2 42,5 33.6 33.0 1.8%

Net profit 22.7 -20.6 46.8 23.5 34.3 27.7 3.4  -11.7%

Adjusted net profit
Yoy % -31.5% 12.6% 9.9% 30.3% 42.7% 16.8%

Gross profit margin (%) 36.9% 36.7% 39.5% 33.3% 39.2% 37.9% 37.0%  0.9ppt
G&A expense ratio (%) 4.1% 5.1% 4.2% 6.2% 3.1% 4.2% 52% -1.0ppt
R&D expense ratio (%) 6.9% 7.3% 5.5% 6.7% 4.5% 6.3% 6.2%  0.1ppt
S&M expense ratio (%) 12.4% 10.8% 12.4% 12.0% 11.6% 11.3% 10.0% 1.3 ppt

Operating margin (%) 12.1% 12.1% 14.1% 7.3% 18.1% 14.9% 145% 0.4 ppt

NPM (%) 11.1% -9.9% 18.9% 11.3% 14.7% 12.3% 13.8% -1.5ppt

Non-IFRS NPM (%) 15.3% 16.6% 20.3% 13.4% 19.1% 17.8% 18.0% -0.1ppt

Source: Bloomberg, Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 2: Alibaba: adjusted EBITA and margin summary

(RMBmn) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 estir‘r?;\:lele Diff%
Taobao and Tmall Group 45,219 45,635 59,245 39,041 49,319 47,077 47,165 -0.2%
Alibaba International Digital Commerce Group -1,380 -748 -645 -2,171 -420 -384 -248

Local Services Group -2,834 -3,328 -2,923 -4,063 -1,982 -2,564 -2,476

Cainiao Smart Logistics Network Limited -185 125 -12 -319 877 906 450

Cloud Intelligence Group 188 981 366 396 387 1,409 585

Digital Media and Entertainment Group -907 -362 -391 -1,129 63 -201 -308

All others -2,275 -2,884 -795 -1,264 -1,204 -1,437 -1,600
Consolidated EBITA 34,419 36,164 52,048 25,280 45,371 42,845 42,437 1.0%
Adjusted EBITA margin

(%) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 estm?;ffs' Diff%
Taobao and Tmall Group 44.1% 48.7% 46.6% 43.4% 42.9% 48.2% 46.5% 1.7 ppt
Alibaba International Digital Commerce Group -8.8% -4.7% -3.3% -11.5% -1.9% -1.6% -1.1%  -0.5ppt
Local Services Group -25.5% -24.9% -21.8% -32.9% -13.7% -16.5% -15.2%  -1.3 ppt
Cainiao Smart Logistics Network Limited -1.1% 0.7% -0.1% -1.7% 3.8% 4.0% 2.0%  2.0ppt
Cloud Intelligence Group 0.8% 3.6% 1.4% 1.6% 1.5% 5.1% 21%  3.0ppt
Digital Media and Entertainment Group -22.9% -6.9% 92%  -22.6% 1.2% -3.5% -5.0%  1.5ppt
All others -5.0% -6.0% -1.6% -2.4% -2.6% -3.0% -3.5% 0.5 ppt
Consolidated EBITA margin 16.7% 17.5% 21.0% 12.1% 19.4% 19.1% 18.7% 0.4 ppt

Source: Bloomberg, Company data, CMBIGM

Revision of forecast and valuation

Figure 3: Alibaba: forecast revision

Current Previous Change (%)
RMB bn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 955.4 1063.9 1153.8 965.6 1078.7 1175.8 -1.1% -1.4% -1.9%
Gross Profit 361.1 401.1 435.0 365.0 403.4 439.8 -1.1% -0.6% -1.1%
Non-GAAP net profit 169.1 186.4 203.8 175.1 187.2 205.8 -3.4% -0.5% -1.0%
Gross Margin 37.8% 37.7% 37.7% 37.8% 37.4% 37.4% 0.0 ppt 0.3 ppt 0.3 ppt
Non-GAAP net margin 17.7% 17.5% 17.7% 18.1% 17.4% 17.5% -0.4 ppt 0.2 ppt 0.2 ppt
Source: CMBIGM estimates
Figure 4. CMBIGM estimates vs consensus
Current Consensus Diff (%)
RMB bn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 9554 1063.9 1153.8 958.6 1050.9 1150.7 -0.3% 1.2% 0.3%
Gross Profit 361.1 401.1 435.0 363.5 397.8 435.8 -0.7% 0.8% -0.2%
Non-GAAP net profit 169.1 186.4 203.8 169.1 181.1 203.5 0.0% 2.9% 0.2%
Gross Margin 37.8% 37.7% 37.7% 37.9% 37.8% 37.9% -0.1 ppt -0.1 ppt -0.2 ppt
Non-GAAP net margin 17.7% 17.5% 17.7% 17.6% 17.2% 17.7% 0.1 ppt 0.3 ppt 0.0 ppt
Source: Bloomberg, CMBIGM estimates
Valuation: target price of US$148.3 per ADS
Our SOTP-based target price is US$148.3 per ADS, and translates into 15.6x FY24E PE.
1) US$68.7 per ADS (was US$72.2) for Taobao and Tmall Group, based on 8.0x FY24E
EV/adjusted EBITA,;
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4



17 Nov 2023

CME INTERNATIONAT

(&8 ER

2) US$16.4 per ADS for AIDC (was US$16.6), based on 3.0x FY24E EV/revenue,
currently we are assuming 20% net profit margin and 15x PE for the business at steady
state;

3) US$5.5 per ADS for local consumer services (was US$6.0), based on 1.7x EV/revenue
on FY24E revenue;

4) US$7.3 per ADS for Cainiao (was US$7.6), based on the transaction in the most recent
round of financing and Alibaba’s 69.54% shareholding.

5) US$24.3 per ADS for the Cloud Intelligence Group (was US$25.8), based on a 4.2x
PS multiple on FY24E revenue (before intersegment elimination);

6) US$2.0 per ADS for Digital Media and Entertainment Group (was US$2.1), based on
1.7x FY24 EVIS;

7) US$10.7 per ADS for All Others (was US$10.9), based on 1.0x FY24E EV/Sales.
8) US$13.4 per ADS for strategic investment with 30% holding discount (was US$13.8).

Figure 5: Alibaba: SOTP valuation

Adj.
EBITA P/E  EVIS Val.RMB
post ) ) mn
tax

Val.
US$m

Segment

Valuation method $/share

(US$mn)

Taobao and Tmall ~ 8.0x FY24E P/E; 20% tax
1 Group rate on adjusted EBITA 61,171 22,042 8.0 1,269,604 176,334 68.7 46%
International
Digital Commerce
2 Group 3.0x FY24E EVIS 14,057 3.0 303,623 42,170 16.4 11%
Local Services
3  Group 1.7x FY24 EVIS 8,315 1.7 101,777 14,136 5.5 4%
Cainiao Smart
Logistics Network Last round transaction value;
4 Limited 63% shareholding 13,583 135,024 18,753 7.3 5%
4.2x FY24 EV/S on revenue
Cloud Intelligence before intersegment
5 Group elimination 14,725 4.2 448,451 62,285 24.3 16%
Digital Media and
Entertainment 1.7x FY24 EVIS, inline with
6 Group iQlYI target EV/S 2,963 1.7 36,270 5,037 2.0 1%
7  All others 1.0x FY24 EV/PS 27,332 1.0 196,790 27,332 10.7 7%
Total Alibaba
business 2,491,538 346,047 134.9
INVESTMENTS
Last round share buyback
1 AntGroup valuation; 33% shareholding 187,143 25,992 10.1
2 Others Market valuation 166,645 23,145 9.0
Total investment (with 30% holding discount) 13.4 9%
Total (US$mn)
#s of diluted ADS
(mn) 2,565

Source: CMBIGM estimates

Note: we fine-tuned exchange rate assumption from RMB:USD = 1:6.925 to RMB:USD = 1:7.2

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

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

Revenue 717,289 853,062 868,687 955,381 1,063,919 1,153,834
Cost of goods sold (421,205) (539,450) (549,695) (594,247) (662,822) (718,839)
Gross profit 296,084 313,612 318,992 361,134 401,098 434,995
Operating expenses (206,406) (243,974) (218,641) (213,165) (231,934) (248,074)
SG&A expense (136,743) (151,721) (145,679) (150,950) (165,971) (177,690)
R&D expense (57,236) (55,465) (56,744) (50,635) (55,324) (58,846)
Others (12,427) (36,788) (16,218) (11,579) (10,639) (11,538)
Operating profit 89,678 69,638 100,351 147,969 169,163 186,921
Interest income 72,794 (15,702) (11,071) 0 2,128 2,077
Interest expense (4,476) (4,909) (5,918) (7,165) (6,171) (6,923)
Other income/expense 7,582 10,523 5,823 5,732 5,852 6,346
Pre-tax profit 165,578 59,550 89,185 146,536 170,972 188,421
Income tax (29,278) (26,815) (15,549) (23,446) (32,485) (37,684)
Others 6,984 14,344 (8,063) (2,866) 9,575 10,385
After tax profit 143,284 47,079 65,573 120,224 148,062 161,121
Minority interest 7,294 15,170 7,210 4,777 6,384 8,077
Others (270) (290) (274) 90 0 0
Net profit 150,308 61,959 72,509 125,091 154,446 169,198
Adjusted net profit 178,954 143,515 143,991 169,056 186,364 203,813
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar (RMB mn)

Current assets 643,360 638,535 697,966 892,949 1,005,983 1,162,803
Cash & equivalents 321,262 189,898 193,086 379,923 477,523 621,920
Restricted cash 35,207 37,455 36,424 36,424 36,424 36,424
Prepayment 124,708 145,995 137,072 145,218 160,652 173,075
Financial assets at FVTPL 162,183 265,187 331,384 331,384 331,384 331,384
Non-current assets 1,046,858 1,057,018 1,055,078 1,150,781 1,222,151 1,293,745
PP&E 147,412 171,806 176,031 266,557 315,498 366,266
Investment in JVs & assos 200,189 219,642 207,380 192,252 189,565 187,688
Intangibles 70,833 59,231 46,913 118,910 139,425 159,041
Goodwill 292,771 269,581 268,091 268,091 268,091 268,091
Financial assets at FVTPL 237,221 223,611 245,737 245,737 245,737 245,737
Other non-current assets 98,432 113,147 110,926 59,234 63,835 66,922
Total assets 1,690,218 1,695,553 1,753,044 2,043,730 2,228,133 2,456,548
Current liabilities 377,358 383,784 385,351 423,641 431,193 468,590
Short-term borrowings 3,606 8,841 7,466 8,071 9,002 9,763
Tax payable 25,275 21,753 12,543 20,632 27,612 30,901
Other current liabilities 87,337 81,730 89,392 91,448 102,001 110,621
Accrued expenses 261,140 271,460 275,950 303,490 292,578 317,304
Non-current liabilities 229,226 229,576 244,772 221,433 228,943 235,763
Long-term borrowings 38,335 38,244 52,023 52,023 51,186 51,186
Deferred income 3,158 3,490 3,560 3,849 4,293 4,655
Other non-current liabilities 187,733 187,842 189,189 165,561 173,465 179,922
Total liabilities 606,584 613,360 630,123 645,074 660,137 704,353
Share capital 1 1 1 1 1 1
Capital surplus 394,308 410,506 416,880 553,486 574,764 597,841
Retained earnings 554,924 563,557 599,028 724,029 878,475 1,047,674
Other reserves (3,090) (15,930) (16,394) 2,511 2,511 2,511
Total shareholders equity 946,143 958,134 999,515 1,280,027 1,455,751 1,648,026
Minority interest 137,491 124,059 123,406 118,629 112,246 104,169
Total equity and liabilities 1,690,218 1,695,553 1,753,044 2,043,730 2,228,133 2,456,548

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar (RMB mn)

Operating

Profit before taxation 165,578 59,550 89,185 146,536 170,972 188,421
Depreciation & amortization 47,909 48,065 46,938 9,554 10,639 11,538
Tax paid (29,278) (26,815) (15,549) (23,446) (32,485) (37,684)
Change in working capital 50,297 (18,150) 13,482 60,230 (8,856) 24,849
Others (2,720) 80,109 65,696 23,595 25,068 26,172
Net cash from operations 231,786 142,759 199,752 216,469 165,338 213,297
Investing

Capital expenditure (41,450) (53,309) (34,330) (47,769) (48,940) (50,769)
Acquisition of subsidiaries/ investments (1,735) (15) (22) (31,154) (31,154) (31,154)
_Net proceeds from disposal of short-term (114,826) (106,984) (61,086) 0 0 0
investments

Others (86,183) (38,284) (40,068) 12,262 12,262 12,262
Net cash from investing (244,194) (198,592) (135,506) (66,661) (67,832) (69,661)
Financing

Net borrowings 32,008 0 0 0 0 0
Proceeds from share issues 175 109 11 0 0 0
Share repurchases (773) (61,225) (74,746) 0 0 0
Others (1,328) (3,333) 9,116 605 94 761
Net cash from financing 30,082 (64,449) (65,619) 605 94 761
Net change in cash

Cash at the beginning of the year 345,982 356,469 227,353 229,510 379,923 477,523
Exchange difference (7,187) (8,834) 3,530 0 0 0
Cash at the end of the year 356,469 227,353 229,510 379,923 477,523 621,920
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar

Revenue na 18.9% 1.8% 10.0% 11.4% 8.5%
Gross profit na 5.9% 1.7% 13.2% 11.1% 8.5%
Operating profit na (22.3%) 44.1% 47.5% 14.3% 10.5%
Net profit na (58.8%) 17.0% 72.5% 23.5% 9.6%
Adj. net profit na (19.8%) 0.3% 17.4% 10.2% 9.4%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar

Gross profit margin 41.3% 36.8% 36.7% 37.8% 37.7% 37.7%
Operating margin 12.5% 8.2% 11.6% 15.5% 15.9% 16.2%
Adj. net profit margin 24.9% 16.8% 16.6% 17.7% 17.5% 17.7%
Return on equity (ROE) na 6.5% 7.4% 11.0% 11.3% 10.9%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar

Net debt to equity (x) (0.4) (0.4) (0.4) (0.5) (0.5) (0.5)
Current ratio (x) 1.7 17 1.8 2.1 2.3 25
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Mar

P/E 30.2 46.5 23.0 12.8 104 9.5
P/E (diluted) 30.7 47.0 23.2 12.9 10.5 9.6
P/B 4.9 3.0 1.7 1.3 1.1 1.0
P/CFPS 24.2 32.6 10.1 9.6 13.9 10.0

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 7
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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 inve stment 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
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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