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Adobe (ADBE US)

Inline 4QFY25 results; accelerating Al
integration to drive business growth

Adobe announced 4QFY25 results: total revenue increased by 10% YoY to
US$6.19bn, and non-GAAP net income grew by 8% YoY to US$2.29bn, both in
line with Bloomberg consensus estimates. Total new Al-influenced ARR
exceeds one-third of the overall business as Adobe continues to integrate Al
into its solutions and launch Al-native products. Looking ahead to FY26E,
management guided 1) total revenue to increase by 9-10% YoY to US$25.9-
26.1bn; and 2) total Adobe ending ARR to grow by 10.2% YoY, with total net
new ARR of ¢.US$2.6bn, which is Adobe’s highest beginning-of-year guide for
total net new ARR. We lower our FY26-28E earnings forecast by 3-4% to reflect
higher opex estimates related to marketing spending and Al product
development. We fine-tune our target price to US$585.0 based on 25x FY26E
non-GAAP PE (previous: US$590.0 based on 25x FY26E PE). Maintain BUY.

M Digital Media and Experience maintained solid growth momentum.
Digital Media revenue was up by 11% YoY to US$4.62bn in 4QFY25, with
ending ARR up by 11.5%. And over 75% of the net new ARR was driven by
growth in subscriptions, including both cross-sell and up-sell. Digital
experience revenue increased by 9% YoY to US$1.52bn in 4QFY25, mainly
driven by the strong demand for AEP (Adobe Experience Platform) and
native apps, the subscription revenue for which grew by over 40% YoY.
Ending ARR for the Adobe GenStudio solution was also up by over 25%
YoY in 4QFY25.

M Al progress update. Adobe continued to make solid progress on Al front:
1) total new Al-influenced ARR exceeds one-third of the overall business,
supported by the launch of Al-first products and the integration of Al
features; 2) the company saw strong Al usage trend, with the Generative
Credit consumption growing by c.3 times QoQ in 4QFY25; 3) the company
also introduced agentic web offerings in 4QFY25, including Adobe LLM
Optimizer, Sites Optimizer, and Brand Concierge, which have already
acquired over 50 customers. Adobe announced the acquisition of Semrush
for US$1.9bn in November and expect the deal to close in 1HFY26. As one
of the leading providers of generative engine optimization solutions,
Semrush shall improve and complement Adobe LLM Optimizer, in our view.

M Continuous investment in marketing and Al innovation. Adobe’s non-
GAAP OPM was down by 0.4ppt YoY to 46.2% in FY25, primarily due to the
investment in sales and marketing (+13% YoY). For FY26E, management
guided non-GAAP OPM of c¢.45%, further down by c.1lppt YoY as the
company invests in marketing and Al innovations. On shareholder return,
the company executed a record-high share repurchase of US$12bn in
FY25, reducing shares outstanding by over 6%.

Earnings Summary

(YE 01 Dec) FY24A FY25A FY26E FY27E FY28E
Revenue (US$ mn) 21,505 23,769 26,012 28,331 30,664
YoY growth (%) 10.8 10.5 9.4 8.9 8.2
Adjusted net profit (US$ mn) 8,281.0 8,941.0 9,423.1 10,609.4 11,847.1
EPS (Adjusted) (US$) 18.53 20.98 23.38 26.33 29.40
Consensus EPS (US$) 18.53 20.98 23.37 25.97 28.43
P/S (x) 6.9 6.3 5.7 5.3 4.9
P/E (x) 28.2 20.9 19.4 17.0 15.1

Source: Company data, Bloomberg, CMBIGM estimates
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Business forecasts update and valuation

Figure 1: Adobe: forecast revision

Current Previous Change (%)

FY26E FY27E FY26E FY27E FY26E FY27E FY28E
Revenue 26.0 28.3 30.7 25.8 28.0 NA 0.9% 1.4% NA
Gross profit 23.2 25.3 27.4 23.1 25.0 NA 0.5% 1.1% NA
Non-GAAP OP 11.7 13.1 14.5 12.1 13.3 NA -3.4% -1.8% NA
Non-GAAP NP 9.4 10.6 11.8 9.8 10.9 NA -4.3% -3.0% NA
Non-GAAP EPS (US$) 23.4 26.3 29.4 23.6 26.2 NA -0.9% 0.4% NA
Gross margin 89.2% 89.3% 89.4% 89.5% 89.5% NA -0.3 ppt -0.3 ppt NA
Non-GAAP OPM 45.0% 46.2% 47.2% 47.0% 47.7% NA -2.0 ppt -1.5 ppt NA
Non-GAAP NPM 36.2% 37.4% 38.6% 38.2% 39.1% NA -1.9 ppt -1.7 ppt NA

Source: CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
US$ bn FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E
Revenue 26.0 28.3 30.7 25.9 28.3 30.7 0.4% 0.2% 0.0%
Gross profit 23.2 253 27.4 233 25.4 27.6 -0.4% -0.5% -0.8%
Non-GAAP OP 11.7 13.1 145 11.9 13.0 14.1 -1.2% 0.4% 2.5%
Non-GAAP NP 9.4 10.6 11.8 9.7 10.6 11.8 -3.1% -0.3% 0.6%
Non-GAAP EPS (US$) 23.4 26.3 294 234 26.0 28.4 0.1% 1.4% 3.4%
Gross margin 89.2% 89.3% 89.4% 89.9% 89.9% 90.0% -0.7 ppt -0.6 ppt -0.7 ppt
Non-GAAP OPM 45.0% 46.2% 47.2% 45.8% 46.1% 46.1% -0.7 ppt 0.1 ppt 1.1 ppt
Non-GAAP NPM 36.2% 37.4% 38.6% 37.6% 37.6% 38.4% -1.3 ppt -0.2 ppt 0.3 ppt

Source: Bloomberg, CMBIGM estimates

Valuation

We value Adobe at US$236bn (US$585.0 per share) based on 25x 2026E P/E. Our target
P/E is at a discount to the sector average (38x), as Adobe is at a more mature business
stage with slower earnings growth.

Figure 3: Adobe: target valuation

Non-GAAP earnings 9,423
Target 2026E PE (x) 25.0
Target equity valuation 235,578
Valuation per share (USD) 585.0

Source: Company data, CMBIGM estimates

Figure 4: SaaS: valuation comparison

Company Ticker Price P/E (x) P/S (x) EPS CAGR
(LC) 2025E 2026E 2027E 2025E 2026E 2027E 25.27E
CRM
Salesforce CRMUS 26422 26.3 22.4 20.1 5.9 5.3 4.9 13%
HubSpot HUBSUS 3925 40.9 34.1 27.8 6.2 5.3 4.6 12%
Five9 FIVNUS 216 7.4 6.8 6.0 1.7 1.5 1.4 9%
ITSM
ServiceNow NOWUS 8536 49.1 41.7 35.1 13.1 11.1 9.3 14%
Atlassian TEAMUS 1617 45.4 33.2 28.8 6.5 5.5 4.6 18%
Security
CrowdStrike CRWDUS 5195 137.9 139.9 108.1 26.5 21.7 17.8 6%
ZScaler VASEONS 243.3 76.3 63.8 54.3 11.2 9.4 7.9 6%
Fortinet FINTUS 816 30.3 27.8 25.1 8.5 7.7 7.0 7%
Palo Alto Network ~ PANW US 1930 58.9 50.0 445 12.0 10.6 9.4 11%
ERP
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SAP SAP US 245.9 35.6 29.0 24.8 8.2 7.4 6.5 NA
Oracle ORCLUS 2230 37.3 32.7 27.9 10.9 8.7 5.8 7%
Collaboration
Twilio TWLOUS 1350 28.1 24.8 215 3.8 35 3.3 14%

Ring Central RNG US 30.8 7.1 6.5 5.9 1.6 15 15 8%
Zoom ZM US 88.1 16.2 14.5 14.5 4.0 3.9 3.7 5%
Average 42.6 37.7 31.7 8.6 7.4 6.3

Source: Bloomberg, CMBIGM
Note: data are as of 10 Dec 2025
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Financial Summary

INCOME STATEMENT 2023A 2024A 2025A 2026E 2027E 2028E
YE 01 Dec (US$ mn)

Revenue 19,409 21,505 23,769 26,012 28,331 30,664
Cost of goods sold 2,354 2,358 2,551 2,809 3,035 3,261
Gross profit 17,055 19,147 21,218 23,203 25,296 27,403
Operating expenses 10,405 12,406 12,512 13,854 14,787 15,710
Selling expense 5,351 5,764 6,488 7,179 7,649 8,126
Admin expense 1,413 1,529 1,573 1,691 1,814 1,934
R&D expense 3,473 3,944 4,294 4,812 5,136 5,448
Others 168 1,169 157 172 187 203
Operating profit 6,650 6,741 8,706 9,349 10,509 11,692
Other income 262 359 291 130 142 1
Net Interest income/(expense) (113) (169) (263) (312) (283) )
Pre-tax profit 6,799 6,931 8,734 9,167 10,368 11,691
Income tax 1,371 1,371 1,604 1,879 2,074 2,338
After tax profit 5,428 5,560 7,130 7,287 8,294 9,353
Net profit 5,428 5,560 7,130 7,287 8,294 9,353
Adjusted net profit 7,377 8,281 8,941 9,423 10,609 11,847
BALANCE SHEET 2023A 2024A 2025A 2026E 2027E 2028E
YE 01 Dec (US$ mn)

Current assets 11,084 11,232 10,163 8,650 9,333 12,274
Cash & equivalents 7,141 7,613 5,431 3,878 4,382 7,160
Account receivables 2,224 2,072 2,344 2,309 2,414 2,508
Prepayment 1,018 1,274 1,224 1,299 1,373 1,441
Other current assets 701 273 1,164 1,164 1,164 1,164
Non-current assets 18,695 18,998 19,333 19,620 19,927 20,253
PP&E 2,030 1,936 1,873 2,160 2,467 2,793
Right-of-use assets 358 281 312 312 312 312
Deferred income tax 1,191 1,657 2,186 2,186 2,186 2,186
Intangibles 1,088 782 495 495 495 495
Goodwill 12,805 12,788 12,857 12,857 12,857 12,857
Other non-current assets 1,223 1,554 1,610 1,610 1,610 1,610
Total assets 29,779 30,230 29,496 28,270 29,260 32,526
Current liabilities 8,251 10,521 10,200 11,220 12,094 12,964
Account payables 314 361 417 445 467 487
Tax payable 85 119 153 153 153 153
Lease liabilities 73 1,574 77 77 77 77
Contract liabilities 5,837 6,131 6,905 7,687 8,372 9,061
Accrued expenses 1,942 2,336 2,648 2,858 3,026 3,186
Non-current liabilities 5,010 5,604 7,673 7,665 7,675 7,686
Long-term borrowings 3,634 4,129 6,210 6,210 6,210 6,210
Obligations under finance leases 373 353 361 361 361 361
Deferred income 113 128 125 117 127 138
Other non-current liabilities 890 994 977 977 977 977
Total liabilities 13,261 16,125 17,873 18,885 19,770 20,650
Share capital 0 0 0 0 0 0
Capital surplus 11,586 13,419 15,361 17,390 19,600 21,992
Retained earnings 33,061 38,269 45,109 52,396 60,690 70,043
Other reserves (28,129) (37,583) (48,847) (60,401) (70,800) (80,158)
Total shareholders equity 16,518 14,105 11,623 9,385 9,491 11,876
Total equity and liabilities 29,779 30,230 29,496 28,270 29,260 32,526
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2023A 2024A 2025A 2026E 2027E 2028E

YE 01 Dec (US$ mn)

Operating

Profit before taxation 6,799 6,931 8,734 9,167 10,368 11,691
Depreciation & amortization 872 857 210 233 259 288
Tax paid 1,371 1,371 1,604 1,879 2,074 2,338
Change in working capital (355) 144 718 972 706 718
Others (1,385) (1,247) (1,235) (1,729) (1,937) (2,285)
Net cash from operations 7,302 8,056 10,031 10,521 11,469 12,750
Investing

Capital expenditure (360) (183) (475) (520) (567) (613)
Acquisition of subsidiaries/ investments 0 0 0 0 0 0
il:l}stegtrrt:]t;?gs from disposal of short-term 1136 332 (712) 0 0 0
Others 0 0 0 0 0 0
Net cash from investing 776 149 (1,187) (520) (567) (613)
Financing

Net borrowings (500) 1,997 0 0 0 0
Share repurchases (4,989) (9,139) (11,554) (11,554) (10,399) (9,359)
Others 307 (582) 494 0 0 0
Net cash from financing (5,182) (7,724) (11,060) (11,554) (10,399) (9,359)
Net change in cash

Cash at the beginning of the year 4,236 7,141 7,613 5,431 3,878 4,382
Exchange difference 9 9) 34 0 0 0
Cash at the end of the year 7,141 7,613 5,431 3,878 4,382 7,160
GROWTH 2023A 2024A 2025A 2026E 2027E 2028E
YE 01 Dec

Revenue 10.2% 10.8% 10.5% 9.4% 8.9% 8.2%
Gross profit 10.5% 12.3% 10.8% 9.4% 9.0% 8.3%
Operating profit 9.1% 1.4% 29.1% 7.4% 12.4% 11.3%
Net profit 14.1% 2.4% 28.2% 2.2% 13.8% 12.8%
Adj. net profit 14.2% 12.3% 8.0% 5.4% 12.6% 11.7%
PROFITABILITY 2023A 2024A 2025A 2026E 2027E 2028E
YE 01 Dec

Gross profit margin 87.9% 89.0% 89.3% 89.2% 89.3% 89.4%
Operating margin 34.3% 31.3% 36.6% 35.9% 37.1% 38.1%
Adj. net profit margin 38.0% 38.5% 37.6% 36.2% 37.4% 38.6%
Return on equity (ROE) 35.5% 36.3% 55.4% 69.4% 87.9% 87.5%
GEARING/LIQUIDITY/ACTIVITIES 2023A 2024A PAOASYAN 2026E 2027E 2028E
YE 01 Dec

Current ratio (x) 1.3 1.1 1.0 0.8 0.8 0.9
Receivable turnover days 41.8 35.2 36.0 324 311 29.9
Payable turnover days 48.7 55.9 59.7 57.9 56.1 54.5
VALUATION 2023A 2024A PAOASYAN 2026E 2027E 2028E
YE 01 Dec

P/E 29.5 28.2 20.9 19.4 17.0 15.1
P/E (diluted) 29.6 28.4 21.0 19.4 17.0 15.1
P/B 9.7 111 12.8 15.0 14.9 11.9

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 5



CME INTERNATIONAT

12 Dec 2025 @Eﬁ@ﬁ

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

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 investment 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 (I)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 Companies, 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.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6



