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SenseTime (20 HK)

1H25 review: strong Gen Al revenue
momentum with improving margin

SenseTime reported 1H25 results: total revenue increased by 36% YoY to
RMB2.36bn, 6% ahead of our estimate, mainly due to the strong revenue growth
of Generative Al business; adjusted net loss narrowed by 50% YoY to
RMB1.16bn, thanks to the operating leverage and organizational restructuring,
which should be largely in line with our estimate (RMB1.63bn) if excluding other
gains of RMB641mn related to disposal of subsidiaries. Fuelled by the strong
demand for Al compute and Al applications, we forecast total revenue to
maintain a solid growth of 25% YoY in 2H25E. We revise our FY25/26E adjusted
net loss forecast to RMB2.29/0.60bn (previous: RMB2.75bn/0.72bn), given the
strong operating leverage and opex control. We roll forward our valuation
window to FY26E and raise our target price to HK$2.45 based on 12x FY26E
EV/sales (previous: HK$1.85 on 10.5x FY25E EV/sales), in view of the improved
earnings outlook and sector valuation. Maintain BUY.

B Strong Gen Al revenue growth on robust Al demand. Revenue from
Generative Al business was up by 73% YoY to RMB1.82bn in 1H25 (77%
of total revenue), mainly attributable to strong demand for Al computing
power and applications. 1) Al computing power: the company grew its total
compute power to 25,000 PetaFLOPS as of Aug (vs. 23,000 PetaFLOPS in
Mar), with the computing power/energy consumption rate up by 20% YoY.
SenseTime ranked the third in China’s LLM service platform, with a market
share of 12% in 2024, as per IDC. 2) Al applications: SenseTime Raccoon,
an Al productivity tool, grew its users to over 3mn and the daily token
processing to ¢.10bn in 1H25, with strong demand from finance, education
and public service sectors. The educational version of Raccoon now covers
over 500 educational institutions and over 250,000 teachers & students.

B Computer Vision revenue to stabilize. Revenue from Computer Vision
business was down by 15% YoY to RMB436mn (18% of total revenue),
mainly due to the change in collaboration with a particular customer. That
said, the revenue quality improved, and the Computer Vision business
served cover 660 customers in 1H25, with a repeat purchase ratio of 57%.
We expect Computer Vision revenue to recover YoY in 2H25E, driven by
the enhanced revenue quality. Revenue from X businesses (incl. smart
auto, smart healthcare, home robotics and smart retail) decreased by 40%
YoY to RMB107mn in 1H25, primarily due to decline in revenue from smart
auto. Management expects the existing X businesses will gradually be
deconsolidated from the financial statements.

B Narrowing net loss. GPM was down by 5.6ppt YoY to 38.5% in 1H25,
mainly due to the higher hardware and AIDC operation costs. Nonetheless,
adjusted net loss margin improved by 84ppt YoY to -49% in 1H25, thanks
to enhanced operating leverage and the organizational restructuring. The
company recorded other gains of RMB641mn in 1H25, including gains on
disposal of subsidiaries amounting to RMB938mn (c.40% of total revenue).
We expect adjusted net loss to further narrow by 43% YoY in 2H25E.

Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E

Revenue (RMB mn) 3,406 3,772 4,908 6,236 7,235
Adjusted net profit (RMB mn) (5,359.7) (4,224.6) (2,272.6) (598.4) 119.6
EPS (Adjusted) (RMB cents) (16.63) (12.66) (6.29) (1.66) 0.33
Consensus EPS (RMB cents) (19.24) (11.10) (7.29) (3.54) 0.00
P/S (x) 20.4 18.4 14.1 11.1 9.6

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1. SenseTime: forecast revision

%Diff %Diff %Diff
Sales 4,908 4,802 2% 6,236 5,819 7% 7,235 6,757 7%
Gross profit 1,883 1,850 2% 2,364 2,163 9% 2,718 2,482 10%
Operating profit -3,692 -2,841 NA -1,450 -580 NA -409 223 NA
Adj. net profit -2,287 -2,750 NA -602 -724 NA 120 12 NA
EPS (RMB) -0.06 -0.09 NA -0.02 -0.03 NA 0.00 -0.01 NA
Margins
GPM 38.4% 38.5% -0.2pct 37.9% 37.2% 0.7pct 37.6% 36.7% 0.8pct
OPM -75.2% -59.2% -16.1pct -23.3% -10.0% -13.3pct -5.7% 3.3% -9.0pct
Adj. net margin -46.6% -57.3% 10.7pct -9.7% -12.4% 2.8pct 1.7% 0.2% 1.5pct

Source: CMBIGM estimates

Figure 2: SenseTime: CMBIGM estimates vs consensus

2025E 2027E
RMBmn CMBI Street CMBI Street Diff ‘ CMBI Street
Sales 4,908 4,751 3% 6,236 6,010 4% 7,235 7,571 -4%
Gross profit 1,883 1,880 0% 2,364 2,338 1% 2,718 2,906 -6%
Operating profit -3,692 -2,860 NA -1,450 -1,607 NA -409 -837 NA
Adj. net profit -2,287 -2,673 NA -602 -1,543 NA 120 -839 NA
EPS (RMB) -0.06 -0.07 NA -0.02 -0.04 NA 0.00 -0.01 NA
Margins
GPM 38.4% 39.6% -1.2pct 37.9% 38.9% -1.0pct 37.6% 38.4% -0.8pct
OPM -75.2% -60.2% -15.0pct -23.3% -26.7% 3.5pct -5.7% -11.1% 5.4pct
Adj. net margin -46.6% -56.3% 9.7pct -9.7% -25.7% 16.0pct 1.7% -11.1% 12.7pct

Source: Bloomberg, CMBIGM estimates

Valuation

We value SenseTime at US$2.45 per share based on 12x FY26E EV/sales. Our target
EV/sales is at a premium to the sector average in China (6x), primarily due to SenseTime’s
leadership in China’s Gen Al cloud services market and strong Al infrastructure.

Figure 3: Global Al companies: valuation comparison

Companies PS (x) EV/Sales (x) Rev CAGR
2025E 2026E 2025E 2026E 24-26E
China
Arcsoft 688088 CH 53.3 21.1 16.5 19.3 151 26%
Hikvision 002415 CH 30.9 2.9 2.7 2.7 2.4 5%
Dahua 002236 CH 18.9 1.8 1.7 1.6 15 5%
Average 8.6 7.0 7.9 6.4
Overseas
Coreweave CRWV US 96.9 9.0 4.0 10.8 4.7 150%
UiPath PATH US 11.1 4.2 3.8 3.0 2.8 10%
C3.ai Al US 17.3 6.1 5.6 4.4 4.0 17%
Average 6.4 4.5 6.1 3.8
Global Avg. 7.5 5.7 7.0 5.1

Source: Bloomberg, CMBIGM
Note: Data as of 27 Aug
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Financial Summary

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

Revenue 3,809 3,406 3,772 4,908 6,236 7,235
Cost of goods sold (1,266) (1,905) (2,152) (3,026) (3,872) (4,517)
Gross profit 2,542 1,501 1,620 1,883 2,364 2,718
Operating expenses (6,483) (5,795) (6,250) (5,575) (3,814) (3,127)
Selling expense (901) (819) (655) (568) (499) (433)
Admin expense (1,568) (1,511) (1,464) (1,053) (663) (539)
R&D expense (4,014) (3,466) (4,132) (3,954) (2,652) (2,155)
Operating profit (3,941) (4,295) (4,630) (3,692) (1,450) (409)
Interest income 261 342 449 452 511 433
Interest expense (55) (147) (180) (193) (247) (236)
Other income/expense (2,597) (2,405) 62 1,252 583 269
Pre-tax profit (6,333) (6,504) (4,300) (2,182) (603) 56
Income tax 240 9 @) 4) Q) 0
After tax profit (6,093) (6,495) (4,307) (2,185) (604) 56
Minority interest (48) (55) (28) (14) 4) 0
Net profit (6,045) (6,440) (4,278) (2,171) (600) 56
Adjusted net profit (4,688) (5,360) (4,225) (2,273) (598) 120
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 21,524 16,940 18,227 19,928 19,378 19,716
Cash & equivalents 7,963 9,423 8,888 11,139 9,603 9,377
Account receivables 6,072 5,159 5,068 4,331 5,179 5,659
Inventories 617 506 452 640 778 862
Financial assets at FVTPL 632 522 701 701 701 701
Other current assets 6,213 1,310 3,112 3,112 3,112 3,112
Contract assets 27 20 6 6 6 6
Non-current assets 15,903 15,948 16,373 17,149 17,345 17,136
PP&E 6,999 7,379 7,277 8,062 8,266 8,071
Right-of-use assets 315 350 239 239 239 239
Intangibles 333 326 239 230 221 207
Other non-current assets 8,256 7,894 8,617 8,618 8,618 8,618
Total assets 37,427 32,888 34,600 37,077 36,723 36,852
Current liabilities 3,323 3,287 4,754 5,492 5,871 5,918
Short-term borrowings 321 194 1,240 2,673 2,628 2,634
Account payables 2,473 2,262 1,789 2,215 2,542 2,509
Other current liabilities 460 613 2,591 2,819 2,774 2,780
Contract liabilities 208 266 277 360 458 531
Non-current liabilities 5,090 6,445 6,204 6,649 6,520 6,546
Long-term borrowings 2,907 4,279 4,681 5,110 4,962 4,974
Bond payables 12 5 36 36 36 36
Other non-current liabilities 2,171 2,161 1,486 1,503 1,522 1,536
Total liabilities 8,413 9,733 10,958 12,140 12,391 12,464
Share capital 0 0 0 0 0 0
Retained earnings (46,194) (52,634) (56,913) (59,084) (59,684) (59,628)
Other reserves 75,164 75,794 80,373 83,853 83,853 83,853
Total shareholders equity 28,970 23,159 23,461 24,770 24,169 24,226
Minority interest 44 4) 181 167 163 163
Total equity and liabilities 37,427 32,888 34,600 37,077 36,723 36,852

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation (6,333) (6,504) (4,300) (2,182) (603) 56
Depreciation & amortization 968 994 1,157 1,265 1,442 1,584
Tax paid (11) (22) (26) 4) 1) 0
Change in working capital (101) 823 (672) 1,076 (543) (509)
Others 2,393 1,475 (86) (259) (264) (196)
Net cash from operations (3,084) (3,234) (3,927) (103) 31 935
Investing

Capital expenditure (5,167) (1,518) (1,129) (2,041) (1,638) (1,376)
Others (4,131) 4,976 (1,668) 452 511 433
Net cash from investing (9,298) 3,458 (2,796) (1,589) 1,127) (943)
Financing

Dividend paid 0 0 0 0 0 0
Net borrowings 3,389 1,228 6,442 4,136 (193) 18
Proceeds from share issues 0 0 0 0 0 0
Others (60) (145) (182) (193) (247) (236)
Net cash from financing 3,329 1,084 6,260 3,943 (440) (218)
Net change in cash

Cash at the beginning of the year 16,530 7,963 9,423 8,888 11,139 9,603
Exchange difference 487 153 (72) 0 0 0
Cash at the end of the year 7,963 9,423 8,888 11,139 9,603 9,377
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue (19.0%) (10.6%) 10.8% 30.1% 27.0% 16.0%
Gross profit (22.4%) (41.0%) 7.9% 16.2% 25.6% 15.0%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Gross profit margin 66.8% 44.1% 42.9% 38.4% 37.9% 37.6%
Operating margin (103.5%) (126.1%) (122.8%) (75.2%) (23.3%) (5.7%)
Adj. net profit margin (123.1%) (157.4%) (112.0%) (46.3%) (9.6%) 1.7%
Return on equity (ROE) (19.9%) (24.7%) (18.4%) (9.0%) (2.5%) 0.2%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Net debt to equity (x) (0.1) (0.1) (0.1) (0.2) (0.1) (0.2)
Current ratio (x) 6.5 5.2 3.8 3.6 3.3 33
Receivable turnover days 493.6 345.5 241.9 266.1 252.8 240.1
Inventory turnover days 160.5 107.6 81.3 77.2 73.3 69.7
Payable turnover days 189.9 175.3 200.9 94.0 73.7 67.1
VALUATION 2022A AOPACTN 2024A 2025E 2026E 2027E
YE 31 Dec

P/E ns ns ns ns ns 1,237.5
P/B 2.2 2.8 2.7 2.8 2.9 2.8
EV (11,850.9) (6,936.2) (6,830.4) (7,220.4) (5.877.7) 0.0
EV/Sales (3.1) (2.0) (1.8) (1.5) (0.9) 0.0

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 4
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