COMPANY NEWS

Cogobuy Group [0400.HK; HK$4.25 Not Rated] -
A leading transaction-based E-commerce platform
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Market Cap: US$739m; Free Float: 25%; 3-months Average Daily Turnover: US$2.8m

Analyst: Mark Po

The Company. Cogobuy Group (Cogobuy) operates the largest e-
commerce platform for integrated circuits (IC) and electronic
components distribution in China by transaction value in 2013.

Business model. Cogobuy operates a direct sales platform and an
online marketplace. On direct sales platform, Cogobuy sources high
quality ICs and other electronic components from leading suppliers and
sells them to electronics manufacturers in China through its online
platform and dedicated sales representatives. Cogobuy also operates
an online marketplace that allows third-party merchants to sell their
products to its customers through e-commerce platform. Cogobuy’s
direct sales platform and online marketplace platform accounted for
99% and 1% of its total turnover respectively in 2013. The group’s
customers can access both direct sales platform and the marketplace
platform through cogobuy.com, mobile application (Cogobuy Cloud)
and dedicated team of sales representatives.

Substantial room for growth. Cogobuy’s customers are mainly
electronics manufacturers (mobile devices, consumer electronics and
household appliances) based in China. China is now the world’s largest
market for of electronic components with consumption of over RMB2trn
in 2013. Room for Cogobuy to grow is significant. China has about 3m
electronics manufacturers, of which 3,000 are large, blue-chip
companies. As of end of 3Q 2014, Cogobuy has 4,200 paid customers,
of which 3% are blue chips (with annual turnover of over RMB400m)
and the rest are SMEs. Cogobuy.com has 28,107 registered users as
of end of 3Q 2014, up from 19,089 as of end of 2013.

Rising average purchases per customers. Apart from increasing
number of customers, Cogobuy can cross-sell products and offer
value-added services to increase purchase per customer. Cogobuy’s
value-added services included integration of information on new
products, supply chain management and after-sales support which are
valuable to the under-served SMEs customers. Average GMV per
online customer of Cogobuy.com increased from RMB1.4m 2013 to
Rmb1.7m in the 12 months ended 30 Sep 2014. Cogobuy operates an
online community, Hardegg, an idea and knowledge exchange platform
among electronics designers and engineers, and popular among the
WeChat community and Inddan.com. The Hardegg enables Cogobuy
to build up its own ecosystem and increase stickiness of its customers.

Other growth drivers. Cogobuy offers a wide range of IC and
electronic components and the number of SKUs (Stock Keeping Unit)
offered increased to 48,000 in 2013, up from 20,200 in 2012. The
group will broaden the products offering to drive sales growth. With
access to cheaper capital, Cogobuy started offering supply-chain
financing to SME customers with good track records in 3Q 2014.

Cogobuy raised HK$1.3bn in Jul 2014 by offering 343.8m shares at
HK$4.0. Since Dec 2014, Cogobuy bought back 25.65m shares with an
average price of about HK$4.22.
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Key Financials
(in RMBm) 2012 2013 2014E 2015E
Revenue n.a. 2,417.3 6,761.4 9,797.4
Gross Profit n.a. 202.1 n.a. n.a.
Gross Margin % n.a. 8.4 7.8 8.0
Net Profit n.a. 82.1 239.3 361.5
Net Margin % n.a. 3.4 3.5 3.7
EPS (Basic) n.a. 0.09 0.18 0.27
ROE (%) n.a. 44.0 38.2 28.7
Dividend Yield (%) n.a. n.a. n.a. n.a.
PER (x) n.a. 39.63 18.81 12.73
PBR (x) 76.16 10.85 2.73 2.36
Capex (m) n.a. (0.6) (1.2) (1.8)
Free cash flow (m) n.a. (46.5) 191.0 216.0
Net cash/(net debt) (391.5) (647.8) n.a. n.a.

Source: Bloomberg, Company Data.

Our View. Cogobuy has distinguished itself from peers through
a niche and specialized focus in electronic components, a
proven transaction-based business model, and a young and
energetic management. Cogobuy is well-positioned to capture
the growth potential form new businesses with underserved
SME customers and increasing penetration into blue chip
customers. According to market consensus, the group is now
trading at 18.7x 2014 PER and 12.9x 2015 PER, which looks
reasonable comparing with HK listed TMT plays. The recent
share price weakness offers an opportunity of revisit.

Catalysts. 2014 results announcement, news flow on co-
operation with HC International [2280.HK] and potential
acquisitions.
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Figure 1: Cogobuy’s Business Model

Direct Sales

Source: Company Data

Figure 3: Cogobuy’s Fulfillment Facilities

Source: Company Data

Figure 5: Number of Online Customers of Cogobuy.com
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Source: Company Data, CGIH

Figure 2: Cogobuy’s Value Proposition To Customers

Cogobuy’s value proposition
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sale support
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Figure 4: Cogobuy.com GMV Growth
RMBm
7000.0
5773.0
6000.0 -
5000.0 -
3971.0
4000.0 -
3000.0 -
2000.0 -
1000.0 675.0
— ]
0.0 L - -
2011 2012 2013 1-3Q2014*

*: For the 12 months ended 30 Sep 2014.

Source: Company Data,CGIH

Figure 6: Average GMV Per Online Customer
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Figure 7: Peer Comparisons
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Ticker Company PE EV/EBITDA PIB ROE ROA Div yield
Price  MarketCap  2014F  2015F  2016F  2014F  2015F  2016F 2013  2014F 2013  2014F 2013 2014F 2013 2014F
Ley US$m X X X X X X X X % % % % % %
HK Listed TMT plays
400 HK Cogobuy Group 425 739 187 129 9.1 192 122 93 83 27 40 382 na 19 na. na.
1297HK  Sinosoft Technology 320 426 186 149 14 120 94 17 43 39 B6 188 179 16.8 0.6 14
354 HK Chinasoft International 241 582 184 135 104 104 8.4 6.7 24 15 11 8.6 46 44 0.0 na.
268 HK Kingdee Internationl 269 894 1y oooa7 17 9.7 8.6 15 30 29 16 121 49 6.0 0.0 04
1888HK  Chanjet Information 1438 403 166 136 114 222 164 na 21 21 24 149 na 128 na. 36
861 HK Digital China 132 1,032 93 8.0 14 11 9.7 8.7 1.0 09 39 9.8 04 31 24 30
280HK  HC Intemational 730 628 178 123 8.4 9.8 6.7 51 na. 32 U7 21 na 104 00 na.
856 HK VST Holdings 255 501 na. na. na. na. na. na. 11 na. 157 na. 48 na. 31 na.
1184HK  SASDragon 1.90 153 n.a. na. na. na. n.a. n.a. 14 na. 47  na 53 na. 6.8 na.
Average 180 140 113 125 9.9 11 22 24 162 144 6.3 89 19 21
Overseas Listed Distributors
AVTUS  Avnetinc 45.68 6,230 9.9 93 8.8 6.7 6.4 6.0 13 13 110 116 52 56 14 14
ARWUS  Amow Electronics Inc 61.61 5893 9.8 9.2 9.0 11 6.7 6.4 14 13 9.8 129 41 48 00 00
370277 Wpg Holdings Ltd 40.70 2139 104 98 na. 125 116 na 16 15 122 148 37 41 na. 6.6
ECMLN  Electrocomponents Plc 246.00 1,634 192 178 161 106 99 9.2 30 29 159 156 9.6 na. 48 48
3036TT  WtMicroelectronics Co Ltd 49.50 639 101 93 8.7 120 99 94 13 14 114 140 44 46 na. 63
Average 119 111 106 9.8 8.9 11 17 17 121 138 54 48 20 38
US Listed TMT Plays
BABAUS  Alibaba Group 8440 208,047 390 299 24  B6 U3 1719 96 99 na. 322 143 176 00 00
JDUS JD.Com 28.62 39,549 4994 916 451  na. 1069 293 6.5 84  -1654  -08 n.a. -14 na. 0.0
DANGUS  Dang Dang.com 9.35 755 56 201 102 27 9.8 53 74 70 218 152 19 18 0.0 00
LITBUS  Lightinthebox 595 303 n.a. na. na. na. na. n.a. 53 na. na. na. 232 na. 0.0 na.
JMEIUS  Jumei Intemational 13.88 1,987 252 192 133 117 124 8.0 188 36 521 B3 188 189 00 00
GSOLUS  Global Sources 545 163 n.a. na. na. na. n.a. n.a. 1.0 na. 177 n.a. 41 na. 00 na.
Average 1523 402 228 243 383 151 8.1 12 94 115 32 92 0.0 0.0
Source: Bloomberg, CGIH
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Disclaimer

This research report is not directed at, or intended for distribution to or used by, any person or entity who is a citizen or resident of or located in any
jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China
Galaxy International Securities (Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing
requirement within such jurisdiction.

This report (including any information attached) is issued by Galaxy International Securities, one of the subsidiaries of the China Galaxy International
Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly
or implied) is made as to their accuracy, correctness and/or completeness.

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past perfor-
mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where
necessary consult their own independent financial advisers prior to any investment decision.

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
tional and/or the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report
and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.

Disclosure of Interests

China Galaxy International may have financial interests in relation to the subjected company(ies) the securities in respect of which are reviewed in this
report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this
report.

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies).

Analyst Certification

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer 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 the 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 securities 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 securities covered in this research report three 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 cov-
ered in this report.

Explanation on Equity Ratings

BUY : share price will increase by >20% within 12 months in absolute terms

SELL : share price will decrease by >20% within 12 months in absolute terms

HOLD : no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL
Copyright Reserved

No part of this material may be reproduced or redistributed without the prior written consent of China Galaxy International Securities (Hong Kong) Co.,
Limited.

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459
Room 3501-3507, 35/F, Cosco Tower, Grand Millennium Plaza, 183 Queen’s Road Central, Sheung Wan, Hong Kong. General line: 3698-6888.




