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Glodon (002410 CH)

Clear operating leverage from SaaS

Glodon delivered a strong set of FY22 with revenue of RMB6.59bn (+17% YoY)
and net profit of RMB963mn (+46% YoY). We are encouraged to see that
construction costing SaaS newly signed contract amount has attained the
RMB4bn target. We are positive to see improving margins from operating
leverage although project-based construction management business FY22
revenue missed as COVID resurgence in FY4Q22 has caused temporary delays
in delivery. China SaaS (mkt-weighted) is trading at 6.87x FY23E EV/sales, 1-
SD below 3-year mean of 12.05x. Kingdee (268 HK) and Glodon (002410 CH)
remain as our top picks.

Prelim FY22 largely in-line. Glodon announced preliminary FY22 results
on 20 Feb. Revenue was RMB6,587mn (+17% YoY), 4% below our and
consensus forecast. Net profit was RMB963mn (+46% YoY), in-line with
consensus but beat our estimate by 9%. We think the better than expected
net profit was driven by margin improvement due to 1) increasing high-
margin costing revenue exposure and 2) enhanced operating leverage as
SaaS migration completed.

Construction costing: SaaS newly signed contract attained RMB4bn
target. Glodon’s FY22 construction costing revenue was RMB4,773mn
(+25.16% YoY). Newly signed contract was RMB3,901mn (+26% YaY), in-
line with prior guidance of RMB4bn. We are encouraged to see strong
growth in newly signed contract as it implied a better earnings and cash flow
visibility amid macro uncertainty. Other SaaS metrics including unearned
revenue, migration and renewal rate will be the focus in Mar when Glodon
announces full sets of results.

Construction management: Revenue missed as 4Q22 was affected by
COVID resurgence. FY22 construction management revenue was
RMB1,322mn (+9.66% Y0Y), missing our estimate by 16%. Although 9M22
construction management revenue grew 32.46% YoY (Company’s target
FY22E +30% YoY), COVID resurgence in FY4Q22 has affected the project
delivery. We think the revenue miss was largely anticipated and the delivery
should have accelerated in FY1Q23.

Maintain BUY. We have not changed our FY22-24E earnings. Maintain
BUY with target price of RMB78.56, based on 11x FY23E EV/sales, in-line
with 3-year mean. China SaaS (mkt-weighted) is trading at 6.87x FY23E
EV/sales, 1-SD below 3-year mean of 12.05x. We continue to prefer
Kingdee (268 HK) and Glodon (002410 CH) as our China Saas top picks.

Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 4,005 5,619 6,883 7,921 9,297
YoY growth (%) 13.1 40.3 225 15.1 17.4
Net profit (RMB mn) 330.4 661.0 883.9 1,073.6 1,375.6
EPS (Reported) (RMB) 0.29 0.56 0.74 0.90 1.15
YoY growth (%) 37.4 96.6 31.7 215 28.1
Consensus EPS (RMB) 0.28 0.56 0.82 1.12 1.46
P/E (x) 208.9 122.0 84.4 69.5 54.2
EV/Sales (x) 13.9 10.1 8.3 7.1 6.0
Yield (%) 0.4 0.4 0.3 0.3 0.3
ROE (%) 6.8 10.8 14.9 16.6 18.4
Net gearing (%) (74.9) (70.0) (54.4) (59.1) (66.1)

Source: Company data, Bloomberg, CMBIGM estimates
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Stock Data

Mkt Cap (RMB mn) 74,622.9
Avg 3 mths t/o (RMB mn) 59.7
52w High/Low (RMB) 68.33/41.79
Total Issued Shares (mn) 1191.3
Source: FactSet
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Related reports

1.  Glodon (002410 CH) - “Solid 3Q22
despite short-term GPM decline” —
28 Oct 2022 (link)

2. Glodon (002410 CH) - “Penetrating
into basic infrastructure segment” —
24 Aug 2022 (link)

3. China Software & IT Services
“Higher visibility in SaaS along
China cloud value chain” — 28 Jun
2022 (link)

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


https://hk-official.cmbi.info/upload/0fb80348-80cd-436f-8bbf-2a7b1103614c.pdf
https://hk-official.cmbi.info/upload/49b92ae0-fb49-4190-91c6-e32192480905.pdf
https://hk-official.cmbi.info/upload/79684f3b-f901-499a-87b3-cc49f3b2a3ea.pdf
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Focus Charts

Figure 1: Revenue and growth Figure 2: SaaS newly signed contract
(RMB mn) (RMB mn)
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Figure 3: China SaasS valuation Figure 4: China SaasS performance
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Figure 5: SaaS unearned revenue
FY21 FY22 FY22E FY22E
RMB mn actual actual YoY CMBI versus consensus versus
Revenue 5,619 6,587 17% 6,883 -4% 6,869 -4%
Net income 661 963 46% 884 9% 975 -1%
EPS (RMB) 0.56 0.82 47% 0.74 10% 0.82 0%
Construction costing 3,813 4,713 24% 4,749 -1%
Construction Management 1,206 1,322 10% 1,567 -16%

Source: Company data
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Valuation

Glodon (002410 CH, BUY, TP RMB78.56)

We maintain BUY with unchanged target price of RMB78.56, based on 11x FY23E
EV/sales, in-line with three-year mean.

Figure 6: Peers’ valuation

Market SEIES EPS
EV/sales (x) FCF margin (%) CAGR CAGR
FY22E FY23E FY22E FY23E FY21-24E FY21-24E
Glodon 002410 CH BUY 10,886 62.64 78.56 8.3 7.1 13% 13% 18% 28%
MYC 909 HK HOLD 1,532 6.13 6.39 2.8 2.4 14% -27% 5% n.a.
Yonyou 600588 CH HOLD 11,810 23.58 22.24 7.7 6.2 13% 4% 17% n.a.
Kingdee 268 HK BUY 7,101 16.02 23.56 9.3 7.5 4% 1% 19% n.a.
gﬂgﬁ"ft 688111 CH NR 18,993  282.29 N/A 311 23.4 59%  30% 28% 25%
Autodesk ~ ADSK US NR 47,465 219.98 N/A 111 9.7 36% 29% 13% 23%
CoStar CSGP US NR 31,543 77.56 N/A 12.8 11.2 22% 19% 14% 18%
Mean 115 9.5 26% 16% 17% 19%
Median 8.9 7.5 21% 18% 18% 19%
Source: Bloomberg, CMBIGM estimates
Figure 7: 12M forward EV/sales chart Figure 8: 12M forward EV/sales band
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Financial Summary

INCOME STATEMENT 2021A 2022E 2023E 2024E
YE 31 Dec (RMB mn)

Revenue 3,541 4,005 5,619 6,883 7,921 9,297
Cost of goods sold (371) (454) (893) (1,267) (1,517) (1,809)
Gross profit 3,170 3,550 4,727 5,615 6,404 7,488
Operating expenses (2,832) (3,142) (3,978) (4,601) (5,157) (5,946)
Selling expense (1,102) (1,256) (1,587) (1,822) (2,041) (2,357)
Admin expense (820) (879) (1,099) (1,291) (1,440) (1,663)
R&D expense (969) (1,083) (1,333) (1,539) (1,731) (1,990)
Others 59 75 41 51 55 64
Operating profit 338 408 748 1,014 1,248 1,542
Investment gain/loss (23) (10) 0 ()] @ (@]
Interest income 0 17 53 32 32 41
Interest expense (41) 0 0 0 0 0
Foreign exchange gain/loss 0 0 1) 0 0 0
Other income/expense 9 (5) (51) (55) (40) 32)
Pre-tax profit 284 410 749 984 1,233 1,544
Income tax (29) (29) (31) (42) (70) (62)
Minority interest (20) (51) (58) (57) (90) (106)
Net profit 235 330 661 884 1,074 1,376
BALANCE SHEET 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec (RMB mn)

Current assets 2,950 5,420 5,122 5,017 5,756 6,962
Cash & equivalents 2,231 4,797 4,050 3,296 4,074 5,307
Account receivables 591 475 560 671 623 585
Inventories 21 26 71 53 62 72
Other current assets 106 121 441 997 997 997
Non-current assets 3,217 4,127 4,946 5,604 6,164 6,675
PP&E 860 994 1,219 1,529 2,226 2,873
Investment in JVs & assos 233 255 326 342 342 342
Intangibles 1,148 1,664 1,979 2,451 2,315 2,178
Other non-current assets 976 1,214 1,421 1,282 1,282 1,282
Total assets 6,167 9,547 10,068 10,622 11,920 13,637
Current liabilities 2,809 2,858 3,637 3,909 4,371 4,951
Short-term borrowings 1,089 3 0 0 0 0
Account payables 1,068 1,740 2,395 2,873 3,336 3,915
Other current liabilities 653 1,115 1,242 1,036 1,036 1,036
Non-current liabilities 9 131 158 195 195 195
Long-term borrowings 0 0 0 0 0 0
Other non-current liabilities 9 131 158 195 195 195
Total liabilities 2,818 2,989 3,795 4,104 4,566 5,146
Share capital 1,129 1,186 1,189 1,191 1,191 1,191
Capital surplus 509 3,135 3,174 2,869 2,869 2,869
Retained earnings 1,709 1,957 2,432 2,981 3,816 4,953
Other reserves (78) 125 (1,007) (983) (983) (983)
Total shareholders equity 3,269 6,402 5,788 6,057 6,893 8,030
Minority interest 80 156 485 461 461 461
Total equity and liabilities 6,167 9,547 10,068 10,622 11,920 13,637

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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2020A 2021A 2022E 2023E 2024E

YE 31 Dec (RMB mn)

Operating

Profit before taxation 284 410 749 984 1,233 1,544
Depreciation & amortization 282 229 158 225 280 335
Tax paid (29) (29) (31) (42) (70) (62)
Change in working capital 312 784 525 385 502 607
Others (208) 482 200 (397) 0 0
Net cash from operations 641 1,876 1,601 1,154 1,945 2,423
Investing

Capital expenditure (243) (439) (720) (844) (839) (845)
Acquisition of subsidiaries/ investments (6) (239) 0 (30) 0 0
_Net proceeds from disposal of short-term 2 19) (931) (648) 0 0
investments

Others 1 0 110 16 0 0
Net cash from investing (227) (697) (1,541) (1,506) (839) (845)
Financing

Dividend paid (301) (157) (354) (357) (238) (238)
Net borrowings (112) (1,088) 3) 0 0 0
Proceeds from share issues 23 3,040 636 295 0 0
Others 0 (395) (1,074) (364) (90) (106)
Net cash from financing (389) 1,400 (795) (426) (328) (345)
Net change in cash

Cash at the beginning of the year 2,212 2,231 4,797 4,050 3,296 4,074
Exchange difference 5) (14) (13) 24 0 0
Cash at the end of the year 2,231 4,797 4,050 3,296 4,074 5,307
GROWTH 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Revenue 21.9% 13.1% 40.3% 22.5% 15.1% 17.4%
Gross profit 16.7% 12.0% 33.1% 18.8% 14.0% 16.9%
Operating profit (38.9%) 20.6% 83.5% 35.5% 23.0% 23.6%
Net profit (46.5%) 40.5% 100.1% 33.7% 21.5% 28.1%
PROFITABILITY 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Gross profit margin 89.5% 88.7% 84.1% 81.6% 80.8% 80.5%
Operating margin 9.5% 10.2% 13.3% 14.7% 15.7% 16.6%
Return on equity (ROE) 7.3% 6.8% 10.8% 14.9% 16.6% 18.4%
GEARING/LIQUIDITY/ACTIVITIES 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Net debt to equity (x) (0.3) (0.7) (0.7) (0.5) (0.6) 0.7)
Current ratio (x) 11 1.9 14 1.3 13 14
Receivable turnover days 47.2 48.6 33.6 32.7 29.8 23.7
Inventory turnover days 1.6 2.2 3.2 3.3 2.6 2.6
Payable turnover days 110.1 158.6 155.6 152.4 153.7 153.7
VALUATION 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

P/E 148.4 208.9 122.0 84.4 69.5 54.2
P/B 10.7 111 14.1 12.3 10.8 9.3
Div yield (%) 0.3 0.4 0.4 0.3 0.3 0.3
EV 59,494.6 55,843.2 56,587.5 57,341.2 56,563.5 55,330.0
EV/Sales 16.8 13.9 10.1 8.3 7.1 6.0

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
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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.
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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 CMBIS 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,
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