JD (JD US)

B Strong top line growth is expected in 2014-2016E due to fast
growth rate of 3P and category expansion.

B Standardize its logistics service for 3P sellers and economy of
scale is achieved by self-build logistics.

B Maintain BUY and upgrade its earnings estimates as we are
positive towards its long term growth prospect.

What’s new/ Actions

We revised up our sales and net profit income forecast to reflect the
strong 3P growth. We revised our TP to US$33, based on 1.6x2015 P/E,
in line with developed market peers. We are positive towards JD’s long
term growth prospects even though it is still making a loss in 2014-2015.
We believe JD will strengthen its market leader position as it focuses on
scale instead of profitability in the short term.

Implications/ Our views

In our initiation report published on 21 October 2014, we highlighted that
JD’s core competitiveness lies in its self-build logistics service, which will
meet 30% of its 3P sellers’ needs. By the completion of its “Asia’s
number 1’warehouse project in 2017, the company will provide more
standardized delivery service than other ecommerce companies and
achieve economy of scale, which will be essential to gain customer
satisfaction. We have noticed that its cost per order has declined to RMB
11.9 in 3Q14. JD’s Non-GAAP net profit recorded RMB370 mn in 3Q14,
beating market expectation of net loss due to gross margin expansion. It
launched much less marketing events in 3Q — slack season for the
industry.

Catalyst
Revenue pick up in 4Q peak season.

Valuation

We revised our TP to US$33, based on 1.6x2015E P/S, in line with
developed market ecommerce peers but at 16% discount to its China
peers, considering that JD will still be loss-making in the near term.

Financials

Revenue 41,381 69,340 112,555 170,646 245764
Growth (%) 96% 68% 62% 52% 44%
Net profit(GAAP) -1,729 -50 -5,878 -1,999 -637
Net profit(Non-GAAP) -1,502 224 710 611 627
GAAP EPS (RMB ) -1.14 -0.03 -4.30 -1.46 -0.47
Non-GAAP EPS(RMB) -0.99 -0.13 -0.52 -0.45 0.46
PIS (x) 4.9 2.9 1.8 1.2 0.8
EV/Sales(x) 4.9 3.0 1.8 1.2 0.9

ROE (%) -23.5% -2.4% -2.9% -2.7% 2.9%

Source: Company data, CMS (HK) estimates
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TP/estimate upgraded

BUY

Previous BUY
Price US$24.08
12-month Target Price

(Potential US$33 (+37%)
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% m 6m 12m
JD US 0.1 19.6 N/A
NASDAQ100 6.0 16.5 25.2
Nasdaq 4284.3
S&P500 2069.4
52-week range (US$) 19.94-33.1
Market cap (US$ mn) 36,925
Avg. daily volume (mn) 5.84
BVPS (US$) 27.7
Ontario Teachers’ Pension Plan 2.03%
Baillie Gifford & Company 1.01%
KPCB DGF Associates LLC 0.95%
No. of shares outstanding (mn) 1368
Free float (mn) n.a

1. Market leader riding on China’'s ecommerce boom
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N 41,381 69,340 112,555 170,646 245,764
Fl 38 K (%) 96% 68% 62% 52% 44%
#4479 (GAAP) 1,729 -50 5,878 -1,999 637
4411 (Non-GAAP) -1,502 -224 -710 -611 627
GAAP EPS (RMB ) -1.14 -0.03 -4.30 -1.46 -0.47
Non-GAAP EPS(RMB) -0.99 013 -0.52 -0.45 0.46
PIS (x) 4.9 2.9 1.8 12 0.8
EV/Sales(x) 4.9 3.0 1.8 1.2 0.9
ROE (%) -23.5% 2.4% 2.9% 2.7% 2.9%
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1618

T RNF B AFNISELLZLT1.6x2015 P/S, /8% F LA TR -FIM~E/E, 2k b B & 47k P 3959 16%.
ENLTEHEITERRA: THEAATHTFELREX, B2 ENEY K, mIELHEH, RAWMEE LT PAA
FPHERHRK, ERALRE——RAABANLETLANG . TARNZATHRAENTELTH ST, Bk
L E VT KT B AT GBI EERKT . RAVAA R R —ERZF B AR F AR

R R RATRA A AR

(US$ m) 13 14E 15E 14E 15E 14E 15E 14E 15E
(LC) (%) (%) (x) (x) (x) (x) (x) (x) (%)

TETS
TR JD US 36,925 24 n.a n.a na. 1.8 1.2 n.a n.a 1.8 1.2
EE] DANG US 1,084 13 291.0 47.6 221 0.8 0.7 1.6 0.7 0.6 0.5
R EM JUMEI US 3,462 24 127.3 43.5 247 5.0 3.5 0.6 04 4.9 34
E e VIPS US 13,829 24 110.2 81.3 47.8 3.8 2.3 1.1 0.6 3.7 2.2
F3 176.2 57.5 31.5 2.9 1.9 1.1 0.6 2.7 1.8

P& E
I 1) AMZN US 151,783 328 n.a 171.9 88.2 1.7 1.4 4.7 24 1.7 14
Staples SPLS US 8,665 13 11.8 14.0 14.0 0.4 0.4 36.5 365 0.4 04
Zulily ZU Us 3,560 28 157.8 121.9 65.3 2.9 2.0 1.9 1.0 2.6 1.8
Groupon GRPN US 5,263 8 n.a 145.2 47.2 1.7 1.5 5.3 1.7 14 1.2
ASOS ASC LN 3,136 2390 53.6 54.6 42.8 1.7 1.4 24 1.9 1.7 14
YOOX YOOX IM 1,197 16 66.6 60.3 42.7 1.8 1.5 1.9 1.3 1.8 1.5
Rakuten 4755 JT 17,977 1567 423 36.3 28.2 3.5 3.2 2.1 1.7 14 1.3
F3 66.4 86.3 46.9 2.0 1.6 7.8 6.6 1.6 1.3

F#7: Bloomberg, 727 iE#& (%)

B F\) TR ) i)

28 48 7] % w9 69 NG H59%-64% 2 1A], KB AR, T 3210 -3310 T, A8 FAFMANIN62%-63%, 2 E KA
ZATTAM1%-2%F 2 5. &K =FENon-GAAP S A1 A E, N &) ks 5550 505)-1%09355], ARS8 %
R REFOERE, NG —AH R LT ENEGYT K, mIEEHGEFR, BIAAXZHEFE BFEA LR
Wik, BMETFRE TG FE = FE Lk &2, 75 2014-20164F 1K A L 81-3%, BB &AT LRAFE, KM
#14+2014-20154-Non-GAAP4 7 # RMB7.11¢7L, 6.11127T, #20165F44 2 #16.271¢ 7T,



2014 4+ 11 A 25 B (ZH2)

L) 2013 2014E  2015E  2016E  2014E  2015E  2016E  2014E 2015E  2016E
HEBRA 67,018 106,677 156,924 219,694 104,896 153,154 217,546  1.7%  2.5%  1.0%
FRIHN 2,322 5877 13,721 26,070 6,338 14,070 31233 -7.3%  -25% -16.5%
R 69,340 112,555 170,646 245764 111,235 167,224 248,780 1% 2% A%
B ARA 62,496 99,836 150,168 215,044 98,665 147,157 217,682 1% 2% 1%
EE 7423 19,282 23,378 32441 19550 23077 33,088 A% 1% 2%
AR 4,109 7991 12,286 17,695 8,120 12,207 18,161 2% 1% -3%
- WH A 1,590 3,939 5,119 6,390 4,116 4,849 6,468 -4% 6% A%
- BAIA 964 1,913 2,901 4,670 1,891 3,010 4,727 1% -4% 1%
- FERA 760 5,438 3,072 3,686 5,424 3,010 3,732 0% 2% 1%
281 -579 -6,564 -2,901 1,720 6,981 -3,010 -1,990 6% 4%  14%
ZEAAF -0.8% -5.8% A.7% -0.7% -6.3% 1.8% 08% 04% 01%  0.1%
AR A 529 685 902 1,084 676 877 1,058 1% 3% 2%
U 0 0 0 0 0 0 0 0% 0% 0%
A -50 -5,878 -1,999 -637 -6,305 -2,133 -933

Non-GAAP 4714 -224 710 -611 627  -1,137 745 331

KB 2NE], PBEIER () Fwl

£3: 8] R 5 H(GMV)

AR GMV 733 125.5 243.6 429.0 703.0
A4 E GMV 56.7 93.7 154.6 224.2 313.8
% = 7 F S5 AR A GMV 16.6 31.8 89 205 389
1%

HEHE R/ HEHE GMV 71% 72% 69.0% 70.0% 70.0%
% Z 5 P 4 AR IS R 6.3% 7.3% 6.6% 6.7% 6.7%
J#:% YoY

Bk GMV 124.2% 71.2% 94.1% 76.1% 63.9%
HEAEH (GMV) 90.3% 65.3% 65.0% 45.0% 40.0%
FH=ZFFE 472.4% 91.6% 180.0% 130.0% 90.0%

FB: LG, FBEIER () T

HAUPELH, HREREYTHS

FANAATANLTAFEAFSLRAEARA, EEZ=FFE L5 EFWEE VR 2015-2016F ¥R FF ik 6938 Kk
#k, it2014-20164F % =7 T 6 GMVIRIF130% 6 F 5 S a3 K, Mo Xy KRR AR F H&y 7K, KR3C Ash
897 oA B Al L B AR 114% 89 R 5 538 K.
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EF AT G, TERMAMBEARK, BRI R T AR, RiEAERAL —FEAH &,
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Bli: A 1Q2014 2Q2014 3Q2014
ik 86 97 118
cHER (87 FXK) 1.8 2.3
B4y 8 1620 1808 2045
5 214 715 1045
B 1% 3% 1404 1780 1855
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£ AT A TH

2011 2012 2013 1Q2014 2Q2014  3Q2014
EIRE P HE (m) 12.5 29.3 47.4 33.4 38.1 46.1
YoY 134.4% 61.8% 101.2% 94.0% 108.6%
iT#EF(m) 65.9 193.8 323.3 129.3 163.7 178.2
YoY 194% 67% 124% 125% 119%
F 3T LA, T) 408 310 321 341 385 378
YoY -24.2% 3.8% -18.1% -8.2% -3.5%
% GMV (AR T E % ) 26900 60000 103900 35900 63000 67300
AHITEZ () 5.3 6.6 6.8 3.9 4.3 3.9
AT B RA(NE,T) 23.0 15.8 12.7 10.5 12.2 11.9
T B RS & B 7.2% 7.4% 5.9% 6.0% 7.0% 7.3%

R NG, BEIEFR(FH)

#3h 3% I R4k 4 LA

BohmibiE R H ZF ) L E30%, LA+ — A BHm I KGFLT, FAEEE EAE40%, &) E 2

S & 2015545 2 QQA= A3 5L F 45 4k 4 R T
35% -
30%
25% A
20% A
15% -
10% -
5% A
0%

2012
2013
1Q14
2Q14
3Q14

K FERIER(FH)

Mt —4 R R AR+ 4, BITHE B RE IR 120%, A& H35EGMV 27800%, &3] #IKGMV 40%. FRE
HEZ R AL S, A5 E FF L r250%.

RO AR A —4 B IR

2014 YoY
iT¥E 14 mn 120%
BRZHH (GMV) over 100%
AEAE M St K 35.19mn
B GMV &b X F 40% 800%
BERBEREHESE) 250%

R 2, BAEREE)
RiETIRA2015F 7% T 4

5] 2015 FAR R iB B TR, 20145 % — 2 R m AF LR S —ANEE, BUBHFLAEZHAKRETH 4
W EIR, NG LI R A RIRTT 4 #EN 40, 2015438 2 it A RAR IR 49 A2 X ALt & m AR Xt AT, M—
KIRTE 2 405F, NG HMALA Tk gk,
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ZFE L GA LT

FARAEH ZFEZNon-GAAPF A A AR TI7 LA, BT AR, FHEEE1.3%, HFFHAH0.8%, LiLd
T T B 2 RE A

B BB
FZEEREGOTAERT, THRA RS . BA ST EFR IR A24NF 5, FLEIE1240F 583
12.2%.

s KETHFAEANY

B ZEEBREAEA13.6%, thEFRPRAIINTHE, [2ZMR201455 —FEUREAEFE TR, L+ wy
RHER_EE3T%F453%, 2. 4AZEREH LT EEE, Nt L EZTALTFAARTH TR H
T A4Q2014, B s SRR AT A5 AR 4571 05)-1%2 19, AR AW EE NG AR EIEFTIR.

r FEARRFUNAFRFEEK
ZEEH B R NRE I Hn57%, IR b 1%, ARSI R L3 An185%, FRELIE An3%, 3] B4k HE) b3 An
61%. REMANIELE T ZFE a3 REH, RSV L h X FRI M3 2%EA2NF =FE57%.

» BRFARLERGAE s R

F=ZFFERHH L d3Q134924% EF3)3Q146940%, FHIEIm248%, @lRiEiRdbia. MMEHh, $ =5 FE6R
B R H3E mOT%; ALK E, 3CRH AR IEKT5%, B WAt b5 FIEK177%, B Ktk s bk
#3Q134935%42H 2|3Q144946%. RFAE RN KRR A BN BE, FZFEREHER IEm250%; 23] Ik
KRB EIBZEREEZFTARKEES, RERTAAETHRIERBCRAMEX.
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7. FEBH RN

HEms

kA 97.1% 96.8% 96.8% 96.1% 96.1% 94.4% 94.3%
TR 4B A 2.9% 3.2% 3.2% 3.9% 3.9% 5.6% 5.7%
T 25 AR N 13,322 16,895 17,461 19,340 21,781 27,018 27,369
] 3 71% 78% 61% 59% 63% 60% 57%
MBS Bt A 403 558 577 784 876 1,595 1,643
JF] o F K 196% 125% 115% 99% 117% 186% 185%
SERER 13,725 17,453 18,038 20,124 22,657 28,613 29,012
] b 48 K 72.9% 79.0% 62.2% 60.0% 65.1% 63.9% 60.8%
B R (12,250) (15,900) (16,263) (18,083) (20,396) (25,458) (25,468)
EXP-E S 10.7% 8.9% 9.8% 10.1% 10.0% 11.0% 12.2%
Sk A (845) (979) (1,034) (1,251) (1,360) (2,002) (2,119)
b 2% A B A 6.2% 5.6% 5.7% 6.2% 6.0% 7.0% 7.3%
4R (262) (428) (377) (523) (594) (1,066) (880)
L4 I BB E b 1.9% 2.5% 21% 2.6% 2.6% 3.7% 3.0%
BARAEF L 219 218 -251 -276 -285 -420 -512
b % 2 B T Ak 2% 1% 1% 1% 1% 1% 2%
—BERLEEE (151) (161) (194) (254) (3,874) (455) (439)
b 5 ST A 1% 1% 1% 1% 17% 2% 2%
Pl 3RS (13,727) (17,686) (18,119) (20,387) (26,509) (29,401) (29,419)
2 MR (2) (233) (81) (263) (3,852) (788) (407)
ZEH)HE 0.0% -1.3% -0.4% -1.3% -17.0% -2.8% -1.4%
NN 40 97 85 122 98 155 198
ALE %A @) €) 0 (1) 5) ®) ®)
b B RN (20) 113 71 29 (39) 59 59
AT I KA K 14 (26) 75 (113) (3,798) (582) (158)
HARE A M @) 0 s : © ©
N E R T 13 (28) 75 (110) (3,795) (583) (164)
SA)EE 0.1% -0.2% 0.4% -0.5% -16.8% -2.0% -0.6%
Non-GAAP 447 % Sl 5 82 38 141 0 (81) (12) 371
Non-GAAP 4|34 % 0.6% 0.2% 0.8% 0.0% -0.4% 0.0% 1.3%

KR 2N FH BEAER (FH#)
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RS~ 15,680 22,480 38,036 46,508 60,660 M 41,381 69,340 112,555 170,646 245,764
A VAB N 7477 10,812 22,384 25104 31,820 #HEMA (37,898) (62,496) (99,836) (150,168 (215,044
ZHER > 1,080 1,903 1,903 1,903 1,903 ITEELHRA (3,061)  (4,109) (7,991) (12,286) (17,695)
PRl L4 1920 1,887 1,887 1,887 1,887 WHHA (1,097)  (1,590) (3,939) (5,119) (6,390)
SRR 479 502 788 1,195 1,720 #HARA (636)  (964) (1,913) (2,901) (4,670)
A B 269 989 719 719 719 FERA (639)  (760) (5,438) (3,072) (3,686)
A 4754 6386 10,355 15699 22,610 &hREERA (5,433) (7,423) (19,282) (23,378) (32,441)
HACAF R 0 0 0 0 0 EEAHE (1,951)  (579) (6,564) (2,901) (1,720)
ERBHF > 2,206 3,530 13,248 13,689 14,225 Non-GAAP i&FA)i (1,726)  (318) (1,396) (1,513)  (457)
ERIAE 362 1,238 2138 2,638 3,138 Al&MA 176 344 598 855 1,025
B 53~ 639 1,024 2873 3680 4446 FlEARK (8) (8) (12) (13) (11)
R F 230 216 7,148 6,246 5479 HM 60 193 100 60 70
HAMAE AR K 975 1,052 1,090 1,126 1,163 FLAKA (1,723) (50) (5,878) (1,999)  (637)
ER” 17,886 26,010 51,285 60,197 74,885 #LF (6) 0 0 0 0
wsh R 11,483 16,770 26,822 37,834 53,218 F#IH (1,729) (50) (5,878) (1,999)  (637)
ARATH R 867 933 1,500 1,000 1,200 Non-GAAP i%Fi (1,502) (224) (710) (611) 627
JEATTRE 8,097 11,019 17,571 26,430 37,848 EPS(GAAP) 114 003 430 -146 -047
FsFak 897 2,056 3,800 4,500 5,600 EPS (Non—GAAP) -0.99 -0.13 -0.52 -0.45 0.46
HACRF T 1622 2,763 3951 5904 8571
LKy 11,483 16,770 26,822 37,834 53,218
KATHA 10,769 13,772 35,003 35,003 35,003
rE (4,213)  (4,264) (10,142) (12,141) (12,777) FAK#%
HAedi 5 (154)  (269)  (399)  (499)  (559) A EHE 93.1%  66.2%  59.2%  47.1%  40.0%
MR A 6,403 9,240 24462 22,363 21,667 MREAiib 334.1% 122.0% 153.1% 133.5%  90.0%
R e B A AR 17,886 26,010 51,285 60,197 74,885 A 95.8% 67.6% 62.3% 51.6% 44.0%
KAV S
A% 84%  99% 11.3% 12.0% 12.5%
##4)% (Non-GAAP) 3.6% 03% -06% -04%  0.3%
BEALR 1404 3570 4836 5260 8574 ROE 235% -24% 29% -27% 29%
A1 (1729)  (50) (5:878) (1,999)  (637) ROIC 84% 09% -14% -1.0% 08%
A8 P4k 3 225 261 4,100 286 297 ﬂ"‘ﬁﬁgi’
EERATN 2721 3111 5500 5760 7,748 ?’:?}ti 64.2% 64.5% 52.3% 62.8% T71.1%
oy 187 248 1,114 1,221 1166 ﬁ;ﬁz; Net cash Net cash Net cash Net cash Net cash
BERALRE (3,369) (2,671) (10,962) (1,763) (1,761) f"“_t — 14 13 14 12 1.1
: R d 0.8 0.8 0.9 0.7 0.7
FAFF R (633)  (1,177) (2,950) (1,550) (1,550) prevys
T Casst ares e gun e Z20EA
pres : ’872 ’940 ’567 2500; (20; s@*‘&]%ﬁ 2.5 2.8 3.0 2.9 2.8
}]u; ot0 2720 2151 . . JE MK B A 29 35 44 43 42
v . 5 (;365) (4'100) a8 @o) JATIR3 B 4% % 1.6 1.6 1.7 1.7 1.7
— : R A
ARE R 888 3694 11,571 2720 6716 EPS(GAAP) 114 003 430  -1.46  -0.47
EPS(Non-GAAP) 099 013 052  -0.45 0.46
PCF 0.59 185  -4.47 257 4.99
LT
P/S 49 2.9 1.8 1.2 0.8
EV/Sales 4.9 3.0 1.8 1.2 0.9

AR 2GJRE.

FBEIER (B ) Fn
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AR L

AR 2 S

FEAN TR M A AR 12 AN A 8 354540 EFF 10%0A £

L FRERAN AR 12 S A KT 394840 LR T3k 10%3R A A
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