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China Internet
March online retail sales recap

With a low base, March online retail sales data demonstrated steady recovery
trend as expected, with YoY growth in online physical goods GMV increased to
10.9% from 5.3% in 2M23, which indicates a two-year CAGR of 6.8%. Aided
by the constant recovery in online travel related services, YoY growth of overall
online retail sales GMV of 12.9% in March continued to outpace that of online
physical goods GMV. Potential recovery in online virtual products sales in 2Q23
is likely to aid a further recovery for online retail, in our view. Aiming at long-
term healthy business development and in order to gain more business agility
amid intensified competition, leading e-commerce platforms such as Alibaba
and JD have launched reorganization plan in the recent month. Although
competition remains fierce in China E-commerce space, the ability to drive for
better consumer engagement and merchants ROI are still key factors to excel
over the long run. Maintain BUY on Pinduoduo (PDD), Alibaba, Meituan and
JD.com (JD).

B YoY growth of online retail sales GMV saw constant recovery trend as
expected. Per NBS, China’s online retail sales GMV grew 8.6% YOoY in
1Q23 vs 6.6% in 1Q22 and 6.2% in 2M23. Specifically, online physical
goods GMV rose 10.9% YoY in March 2023 vs 2.9% in March 2022. Online
retail sales penetration of physical goods rose to 24.2% in 1Q23 from
23.2% in 1Q22 and 22.7% in 2M23, in our view, and we attribute the
sequential growth to increase in offline activities. By types of consumption,
online retail sales GMV of food/ clothing/ consumer goods grew
7.3/8.6/6.9% YoY in 1Q23 (1Q22: 13.5/0.9/10.6%).

B Offline activities saw robust recovery. According to NBS, total retail
sales GMV of consumer goods was up 10.6% YoY in March 2023 (2M23:
3.5% YoY), better than Wind consensus of 7.2% YoY. Due to a low base
and constant recovery in offline activities, catering services GMV saw YoY
growth of 26.3% in March 2023 (Feb 2023: 9.2%; March 2022: -16.4%),
per NBS data, and the daily average subway passenger volume in China’s
10 large cities last week (10-14 April 2023) grew 10.6% compared to the
comparable period in 2019, per Wind. The recovery in consumption and
offline activities could aid recovery of advertising sentiment, in our view,
and ads platforms that have greater exposure to offline verticals will likely
benefit more than its peers.

M Stock recommendations. Amid a recovering consumption sentiment, e-
commerce platforms are escalating investment to enhance consumer
mindshare gain, which leads to intensified industry competition in the near
term. PDD is proactively controlling the pace of expansion for its
monetization rate, in order to enhance merchants ROl and consumer
engagement. We remain upbeat on its long-term development prospect
aided by its loyal user base and international expansion potential. We also
like Alibaba for its deep value discount. Alibaba’s core China marketplace
GMV is on a stable recovery track, aided by discretionary consumption
recovery, macro recovery, and Alibaba’s strategy to enhance value
proposition for both customers and merchants. For Meituan, investment
opportunities may appear after the market has fully digested competition
impact, in our view. For JD, although we expect the investment to drive for
greater consumer mindshare on value for quality products and better 3P
operating environment takes time to bear fruit, we are positive on JD's
strong management execution capability, and we believe JD’s established
user mindshare on quality products could help it fend off near-term
competition.

OUTPERFORM
(Maintain)

China Internet Sector

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

Ye TAO
franktao@cmbi.com.hk

Wentao LU, CFA
luwentao@cmbi.com.hk

Related Reports

1.

JD.com (JD US) - Entering into
a year of business transition - 14
April

M2 2 (BABA us) - 2023 =
o EAHRER, E Al 2E
A — 12 April

Alibaba (BABA US) - A recovery
year ahead with more to expect —
6 Apr

F2e e (BABA US) -a5iE ¥
RAZNH LS5 R BAEE
¥ 4& — 30 Mar

Meituan (3690 HK) - Embracing
tougher fight ahead — 27 Mar

PDD (PDD US) - Investment to
enhance long-term development
prospect — 21 Mar

E-commerce - 2M23 online retail
sales recap — 16 March

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


mailto:hesaiyi@cmbi.com.hk
mailto:franktao@cmbi.com.hk
mailto:luwentao@cmbi.com.hk
https://www.cmbi.com.hk/article/8142.html?lang=en
https://www.cmbi.com.hk/article/8142.html?lang=en
https://www.cmbi.com.hk/article/8142.html?lang=en
https://www.cmbi.com.hk/article/8133.html?lang=cn
https://www.cmbi.com.hk/article/8133.html?lang=cn
https://www.cmbi.com.hk/article/8133.html?lang=cn
https://www.cmbi.com.hk/article/8124.html?lang=en
https://www.cmbi.com.hk/article/8124.html?lang=en
https://www.cmbi.com.hk/article/8124.html?lang=en
https://www.cmbi.com.hk/article/8082.html?lang=cn
https://www.cmbi.com.hk/article/8082.html?lang=cn
https://www.cmbi.com.hk/article/8082.html?lang=cn
https://www.cmbi.com.hk/article/8044.html?lang=en
https://www.cmbi.com.hk/article/8044.html?lang=en
https://www.cmbi.com.hk/article/8009.html?lang=en
https://www.cmbi.com.hk/article/8009.html?lang=en
https://www.cmbi.com.hk/article/8009.html?lang=en
https://www.cmbi.com.hk/article/7978.html?lang=en
https://www.cmbi.com.hk/article/7978.html?lang=en

CME INTERMATIONAL

18 4 B PR

19 April 2023

Figure 1: YoY growth of online retail sales of physical goods
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Figure 2: YoY growth of online retail sales GMV of food/clothing/consumer goods
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Figure 3: Online penetration of physical goods retail sales
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