GOME(493 HK)

m We expect SSSG to reach 3% in 2015, considering the benefit from more
traffic after redecoration of physical stores

m E-commerce GMV set to grow 80% YoY, with higher contribution to sales

m  We fine-tuned our profit forecasts, reiterated BUY with TP of HK$1.2

FY14 results in line, reiterate BUY

FY14 results in line with previous guidance. SSSG was 1% in 4Q14 due to
physical store renovation, but is expected to rebound afterwards, thanks to more
traffic attracted by the smart stores. The management guided 2015 SSSG to be
higher than 3% and we expect 2015-2017 SSSG to be 3%/2%/2%. E-commerce
GMYV increased 117% YoY in 4Q14 and was guided to be higher than 100% in
FY15 (previous guidance: over 50%), based on lower take rate of 3% on GOME
platform vs ~10% of peers like JD. We expect E-commerce GMV to grow 80%
YoY and contribute to 9% of revenue in 2015, up from 5.3% in 2014. We fine-
tuned our profit forecasts by 1-5%. Maintain BUY with TP of HK$1.2.

Physical stores performed better than its peers

E-commerce business was only supplemental for GOME as physical store growth
recorded SSSG of 4.6% vs -3.9% SSSG for competitor Suning in 2014. E-
commerce GMV recorded RMB 7.7 bn vs RMB 25.7 bn of Suning. GOME’s loss
in E-commerce is expected to narrow in 2015, since JD has gained its
prominence in online 3C categories, and price war is unlikely to continue in 3C
and home appliance subsector.

Catalyst

We remain cautiously positive on physical stores of appliance retailer, and fine-
tuned our sales forecasts in 2015-2016. Our 2015 earnings forecast are in-line
with market consensus while 2016-2017 earnings are 3%-10% lower than market
consensus. From 2015 to 2017, we expect GPM to improve from 18.5% in 2014,
based on higher margin business like warranty and telecom operation service,
along with potential lower expenses in the future. We expect sales/profits to grow
at a CAGR of 7.7%/10.3% in 2015-2017. Key catalyst: Higher-than-expected
SSSG.

Valuation/ Key risks

We maintain our TP of HK$1.2 based on 11.5x2015 P/E, in-line with historical
P/E. Reiterate BUY. Risks include lower-than-expected SSSG and GPM. The
company currently traded at 10.1x2015 P/E, VS. Haier Electronics (1169 HK)
17.7x2015 P/E, valuation looks attractive.

Financials

Revenue 56,401 60,360 64,777 69,576 75,811
Growth (%) 18% % 7% % 9%
Net profit 892 1,280 1,421 1,564 1,716
Growth (%) -250% 43% 11% 10% 10%
EPS (RMB) 0.05 0.08 0.08 0.09 0.10
DPS (RMB) 0.03 0.02 0.03 0.04 0.04
P/E (x) 16.0 1.2 10.1 9.2 8.4
P/B (x) 0.8 0.7 0.7 0.7 0.6

4.4% 6.3% 7.1% 7.8% 8.7%

ROE (%)

Source: Company data, CMS(HK) estimates
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493 HK 3.7) (21.9) (7.5)
HSI (1.8) 0.3 15.1
Hang Seng Index 24495
HSCEI 12178
52-week range (HK$) 0.98-1.52
Market cap (HK$ mn) 17977
Avg. daily volume (mn) 89.53
BVPS (HK$) 0.97
Guangyu Huang 32.43%
Blackrock 6.71%
Morgan Stanley 3.8%
No. of shares outstanding (mn) 16959
Free float 42.3%

1)  Weak 4Q but maintain buy due to decent earnings
growth 2015/1/29

2)  GOME Electrical (493 HK): Earnings growth to
continue outperforming the industry 2014/11/19
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il R EOUN 60,360 64,777 69,576 75,811 64,627 68,907 0.2% 1.0%
B A 9,833 10,429 11,202 12,281 10,146 10,681 2.8% 4.9%
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Bk
HELS 493 HK Equity 2536 1.0 11.0 101 9.2 06 0.6 127 7.8 31 2.7 0.2
BRELE 1169 HK Equity 7182 201 19.0 17.7  14.7 51 4.1 130 264 103 05 06
U &) TGT US Equity 991 75 651 95 8.2 0.9 0.9 323 98 31 29 0.1
A &
T =% 002024 CH Equity 9510 12.9 N.A NA  NA 3.3 34 665 -16 0.2 00 09
£M]
Target TGT US Equity 45355 80.6  23.3 17.7  16.3 3.6 3.6 9.4 208 6.7 25 07
Bestbuy BBY US Equity 13600  41.6  16.2 162 14.4 27 26 59 190 6.2 23 04
T 558 AMZN US Equity 155403 373.2 N.A 1166 717 147 12.3 349 68 2.1 00 17
KR WMT US Equity 275203 81.5 16.2 16.5 15.8 29 28 85 190 7.9 24 05
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N 12,338 14,777 14,545 14,741 13,351 15,773 15,521 15,714
B b3 K 18.2% 4.3% 27.1% 58.5% 8.2% 6.7% 6.7% 6.6%
A A 10,507 12,458 12,393 12,541 11,331 13,363 13,197 13,475
ER 1,831 2,318 2,153 2,200 2,020 2,410 2,325 2,239
ERIES 14.8% 15.7% 14.8% 14.9% 15.1% 15.3% 15.0% 14.2%
HAEgN 337 486 375 653 404 649 480 629
R E RIS 17.6%  19.0% 17.4% 19.4% 18.2% 19.4% 18.1% 18.3%
cxibid 1,654 1,941 1,790 1,768 1,702 1,867 1,895 2,061
A AR E AN 13.4%  13.1% 12.3% 12.0% 12.8% 11.8% 12.2% 13.1%
IR 381 381 367 435 390 451 436 424
B I IR BN 3.1% 2.6% 2.5% 3.0% 2.9% 2.9% 2.8% 2.7%
B & 72 196 147 209 99 236 123 146
VSRR PN 0.6% 1.3% 1.0% 1.4% 0.7% 1.5% 0.8% 0.9%
b i ES 17.1%  17.0% 15.8% 16.4% 16.4% 16.2% 15.8% 16.8%
% H) 62 287 224 441 233 505 350 236
Z¥= DL 0.5% 1.9% 1.5% 3.0% 1.7% 3.2% 2.3% 1.5%
W % A% A -23 - -26 -11 -14 -7 -14 -11
M 404 & 58 - 126 57 72 58 87 85
AL AT A 97 335 276 487 291 556 424 311
P13 HL -69 -143 -76 -229 -65 -183 -169 -146
PITAFALE 71.7%  -42.6% -27.6% 47.0%  -22.3%  -32.9%  -39.8%  -47.0%
AFHG2EHHE 27 - 392 258 226 373 255 -
VHRFER S -49 -53 102 -215 -42 -52 -70 -97
N EHFHA 76 246 260 310 268 425 325 262
EUREES 0.6% 1.7% 1.8% 2.1% 2.0% 2.7% 2.1% 1.7%
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