Kingsoft (3888 HK)

B Development of Cheetah Mobile and Kingsoft Cloud are key catalysts
H 2015 OPM to drop due to the “All-in” strategy

B 2016 is the start of harvest cycle for Kingsoft

Cheetah Mobile: emerging top global mobile ad platform
Mobile MAU for CM reached 395mn in 4Q. Mobile revenue and overseas
revenue accounted for 38% and 24% of total revenue respectively in 4Q.
We believe CM has proved mobile ads monetization capability in
overseas market. In 2015, CM is targeting 1) 600mn mobile MAU;2) over
100% revenue growth; 3) overseas mobile ad to be key growth driver

Kingsoft Cloud: the heart of Xiaomi, future of Kingsoft
We believe Kingsoft cloud has great potential as the only cloud service
provider in XiaoMi ecosystem. In short term, Kingsoft Cloud will benefited
from explosive growth of data generated inside XiaoMi ecosystem. In the
long term, Kingsoft Cloud has the potential to become one of the top
cloud service providers in China. We expect 2015-17E Kingsoft Cloud
revenue to achieve RMB450mn, RMB1400mn and RMB3000mn,
representing 9%, 16% and 22% of total revenue.

All-in 2015, harvesting 2016

We expect Kingsoft to continue the “All-in” strategy mainly focusing on
investing in CM and Kingsoft Cloud. Given its ambitious 2015 target, CM
will increase marketing and R&D expenses; Kingsoft Cloud will increase
investment in IDC resources and talents. We expect Kingosft's OPM to
decline to 13% in 2015 from 15% in 2014. Mobile game business is key
swing factor for Kingsfot's performance in 2015. Our estimation does not
include mobile game contribution. If success, it will be a significant boost
for OPM. We expect Kingsoft to enter harvest cycle from 2016 due to 1)
significant OPM recover for CM; 2) Kingsoft Cloud will breakeven.

Valuation and rating

We revised down 2015 earnings estimates by 7.8% and revised up 2016
earnings estimates by 2.5% due to new OPM assumptions. We cut DCF-
based TP to HK$30, implying 29x 2015E P/E. Kingsoft is trading at
25x2015E P/E vs. industry average of 31x2015E P/E. Reiterate BUY.

Financials

Revenue 2,173 3,350 5,561 9,104 13,836
Growth (%) 54% 54% 66% 64% 52%
NP to parent 671 769 806 1,519 2,515
Growth (%) 39% 15% 5% 88% 66%
EPS (RMB) 0.60 0.63 0.64 1.20 1.98
DPS (RMB) 0.12 0.13 0.13 0.13 1.13
PIE (x) 25.05 24.84 24.59 13.05 7.89
P/B () 5.10 3.32 2.91 2.26 1.62
ROE (%) 20% 14% 12% 22% 29%

Source: Company data, CMS (HK) estimates
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2015 4 3 A 24 H(ZH)

2015E 2016E 2015E 2016E 2017E 2015E 2016E
N 5,021 7,215 5,561 9,104 13,836 11% 26%
4R R B 1,394 1,589 1,428 1,628 1,856 2% 2%
WPS 469 587 334 384 442 -29% -35%
59453 3,136 5,017 3,348 5,692 8,538 7% 13%
A= 450 1400 3000 - -
PN AR A -904 -1,443 -1,501 -2,094 -2,767 66% 45%
R 4,117 5,772 4,448 7,192 10,792 8% 25%
B R R A -1,205 -1,587 -1,501 -2,094 -2,767 25% 32%
E R T 4 TR -1,155 -1,371 -1,557 -2,276 -3,182 35% 66%
— AR B AT BT & -452 -505 -500 -819 -1,245 11% 62%
RE A BN 2 % A -326 -397 -222 -273 -277 -32% -31%
Hpesz gl A -50 -72 -56 -91 -138 11% 26%
AN B 34 34 34 34 10 0% 0%
% g )i 963 1,874 646 1,673 3,192 -33% -11%
B & — A B g N B) K - - - - - 0% 0%
L R LN 251 361 334 546 830 33% 51%
W % mr A -22 -25 -22 -25 -25 0% 0%
o b B N 8T AR -8 -4 -8 -4 -4 0% 2%
o 2k B R B AR T 3 1 2 0 -2 -26% -120%
AT BA 1,187 2,207 952 2,190 3,991 -20% -1%
FIT 1341, -142 -243 -95 -219 -399 -33% -10%
)G B A 1,044 1,964 856 1,971 3,592 -18% 0%
VR F A 161 589 50 452 1,078 -69% -23%
AR & 883 1,375 806 1,519 2,515 -9% 10%
Non—GAAP 2/ 3] A 5. 1,210 1,772 1,029 1,792 2,791 -15% 1%
OPM 19% 26% 12% 18% 23%

R BEIER (FK) T
B2 37 flvs. T 3 Fam
2015E 2016E 2017E | 2015E 2016E 2017E | 2015E 2016E  2017E

N 5,561 9,104 13,836 | 4,852 6,906 9,828 | 15% 32% 41%
ERES 80% 79% 78% 83% 81% 81% -3ppt  -2ppt -3ppt
V3 B B 5 % AU 806 1519 2,515 | 825 1274 1423 -2% 19% 77%
EPS 0.64 1.20 1.98 0.65 1.01 1.49 -2% 19% 33%
Non—GAAP Va2 & #k /-
3] % A3 1,029 1,792 2,791
Non—-GAAP EPS 0.81 1.41 2.20

FR: Bloomberg, #BFiEXR (#F4&)
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WPS

4Q14 WPS J& A 8500 77 ., FIHLT M 20%, 3Fibig Kk 15%. WPS PC #x MAU i % 8200 7, #a MAU ik 2|
8500 7. 4Q ML mikIEK £ 2% 5 FTH —BHFRWHFIE AR 4Q RIBLAWBIFRWILE, FIMAFEZED
A, NS AEMAEL G WPS Mail £ F#77 @G T RIF69E K. WPS #3)3% % 8500 7 MAU ¥ 6500 7 #
WPS Office =&, #|TF# 2000 7 %% 8 F WPS Mail. BT L3 A —%IEFHEWEFFMRAEH, &
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43 AV N R OPMAG R &, & AT 20152 A7 7.8%, LiH2016-F & A FM2.5%), 42 A2017 M

2015 4 3 J 24 B(Z#H=)

2= A

o “i'mr

A BB, & Atk TDCFAY B AR £ HK$30, *F )2 29x2015E % 17x2016E P/E. & L% 4+ B AT x40 % T
25x2015E % 13x 2016E P/E vs. 47-F3#31x2015E P/IE. & ¥ L NiF4&,

K 12: DCFE Z11X

Beta 1.23
T A & (Rf) 3.6%
AI&Em  (Rp) 10.6%
IR S 11%
fit %M A (Cost of Debt) 7.0%
A A (Cost of Equity) 16.7%
KEHKE (g) 3.0%
WACC 16.24%

#%: Bloomberg, #BEER (&)

E13: FCFm

FCF 1,232 2,393 4,035 4,446 4460 4504 4536 4567 5572
A E FCF 2t 17,044
ZAEMA 9,625
4> b 1A 26,669
Me R A H A 4,620
&R 28,497
AR M1E (RMB) 24.50
A (HKD) 30.00
#%: Bloomberg, #BEER (&K 7N
B14: S H
15.2% 15.7% 16.24% 16.7% 17.2%
2.0% 25.8 24.8 23.8 22.9 22.1
2.5% 26.2 25.1 24.1 23.2 22.4
Growth 3.0% 26.6 25.5 24.5 23.5 22.6
3.5% 27.1 25.9 24.8 23.8 22.9
4.0% 27.6 26.4 25.2 24.2 23.2

#%: Bloomberg, #Z&iEk (F4)
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K15: [k AH{E

2015 % 3 H 24 B(ZHD)

P/E
2014 2015E 2016E

M 4 AL 700 HK HKD 145 175,250 45 35 27
¥ & 360 QIHU US usD 50.9 6,410 21 15 11
Bk BIDU US usD 212.69 74,598 33 27 20
R % NTES US uUSsD 100.67 13,156 16 15 12
ik SINA US UsD 32.93 2,194 44 43 19
YY YY US usD 56.195 3,185 19 15 11
AFRH A GOMO US usD 3.61 121 19 68 12
AEZE ATHM US UsD 44.49 4,884 43 28 21
#AZ CTRP US usbD 57.58 7,791 84 62 32
ATAZ M JOBS US UsD 32.9 1,956 20 18 15
HER BITA US uUsbD 53.08 2,419 29 39 19
HE5ER SFUN US usbD 5.68 2,345 10 11 9
59455 CMCM US usbD 17.53 2,453 65 23 11
s WB US usD 13.51 2,704 N/A 60 23
500 ¥ & WBAI usD 11.06 382 9 10 9
3 32.75 31.31 16.63
L 3888 HK HKD 19.56 2987 24.84 24.59 13.05
#%: Bloomberg, #BEER (&)

& 16 Forward PE & 17 Forward PB

P/E PIE Average s P/B Average e +1.50
PIB — i2sd — 1 5] — 05
457 6.0
40 A 55
5.0 Rl g e e e e e e c— c— — — -
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20 1 W ) 2.0

3014/3/25 2014/6/25 2014/9/25 2014/12/25 12-(5)14/3/25 2014'I6I25 2014'/9125 2014;12/25

# % : Bloomberg, #4 iEK(# &)
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2015 4 3 A 24 H(ZH2)

E18 ZF %

N 457 497 551 669 676 751 852 1017
4R R HAE 267 271 271 288 295 308 304 347
WPS 64 57 78 107 66 66 74 81
59453 126 154 187 250 293 354 446 557
H A 0 15 14 24 22 23 29 31
N AR A -62 -66 -80 -90 -107 -116 -140 -226
R 395 430 471 579 569 634 712 845
iGN -115 -136 -170 -175 -196 -223 -273 -264
AERT G X -68 -72 -78 -165 -157 -166 -230 -244
— R BAT BT & -45 -44 -51 -52 -66 -67 -75 -90
AL AR B 2 ik A -10 -19 -15 -17 21 -57 -65 -59
H Az E R AR -10 -5 0 8 0 2 -16 -15
H BN BOIK 15 5 19 6 2 1 17 15
2 BA 162 159 176 184 130 124 71 188
A& BN S 47 0 0 0 117 0 194 -13
W N 27 29 35 40 46 61 67 65
W % A% A -2 -2 -10 -11 -12 -22 -23 -19
o BB E N 8T 47 0 0 0 -3 -3 -1 -3 -5
o o 4k B 45 ) AR T 4] 1 0 -1 5 0 -1 -2 -1
ALAT 2 A 235 186 198 206 228 161 307 216
PIT 1341, -24 -16 21 -11 -23 -36 -20 -16
# )G B A 211 170 178 195 254 125 286 201
Y EEHR 15 25 14 29 8 7 56 27
N 5 1% A iE 196 145 163 166 246 118 231 174
Non—-GAAP &\ 3] % £ 206 165 178 183 267 175 296 233
) bk 38 K &

NN 56% 54% 51% 55% 48% 51% 55% 52%
403K 63% 53% 47% 53% 44% 47% 51% 46%
N 5] 1% A E 133% 44% 49% 41% 21% -26% 41% 5%
Non—GAAP A/ 3] /4 £ 108% 25% 35% 20% 30% 6% 66% 27%
A&

iGN 25% 27% 31% 26% 29% 30% 32% 31%
AE B G TR 15% 14% 14% 25% 23% 22% 27% 29%
— R BAT BT & 10% 9% 9% 8% 10% 9% 9% 11%
R Aoy B 2 ik, A 2% 4% 3% 2% 3% 8% 8% 7%
F) 718 &

ERES 87% 87% 86% 87% 84% 85% 84% 83%
ZEAEE 35% 32% 32% 28% 19% 17% 8% 19%
Non—GAAP %78 F)id % 38% 36% 35% 30% 22% 24% 16% 23%
A 46% 34% 32% 29% 38% 17% 27% 17%
Non—GAAP % #| % 45% 33% 32% 27% 40% 23% 35% 23%

R aA]HH, BEERX (FH)



2015 4 3 A 24 A(ZH2)

4R &

R K> 5075 8,073 9,599 12,711 17,541 #EikA 2,173 3,350 5,561 9,104 13,836

P 4481 6,984 8,415 10,953 15,041 HAmA 297  -590 -1,112 -1,912 -3,044

A EANA RS - - - - - AA 1,876 2,760 4,448 7,192 10,792

5% 4 7 7 7 7 HEAL -596  -956 -1,501 -2,094 2,767

MR B W 185 411 449 736 1,107 #EATHESF 383 -797 -1,557 -2,276 -3,182

A O A A K 2 151 392 449 736 1,107 —AASTEF L 2192 -297 -500 -819 -1,245

Bl £ T T 5o 136 124 124 124 124 BHMesA 61  -202 -222 273 277

Hobe 390 403 403 403 403 #iesZEAA -7 -30 -56 -91 -138

FRHF 729 2,309 2,194 2,122 2,061 HKEAAAM - - - - -

Bl & % 385 584 557 534 500 WHHA 129 239 334 546 830

A F 114 465 376 327 300 WHAA 24 -76 -22 -25 -25

B 16 14 14 14 14 #LwAE 825 962 952 2,190 3,991

St 214 1,247 1247 1247 1247 FiiE# 71 -95 -95 -219 -399

#2 &3t 5,804 10,382 11,793 14,834 19,602 ##lid 754 867 856 1,971 3,592

A R 780 1,395 1,942 2,991 4,167 VHMAMRE 83 98 50 452 1,078

BAT R B Mk 32 79 129 222 350 & HTAF A 671 769 806 1,519 2,515

BT 3B A A T 499 931 1,235 2,051 3,051 \ oo omaa

AT 16 16 16 16 16 pig 44410 732 971 1,029 1,792 2,791

H A 241 369 563 702 750 Eps (&) 0.60 0.63 0.64 1.20 1.98

%408 2tk 1,185 2,870 2,870 2,870 2,870

&R 32 14 14 14 14

AT A 31 42 42 42 42

i 423t 1,974 4,265 4,812 5861 7,037 f£xKk%

A S S S S S AN 54%  54% 66% 64% 52%

fi% % 988 1,393 1,393 1,393 1,393 2 b £ 51 53% A47% 61% 62% 50%

G BA 2,278 3,044 3,858 5,398 7,913 A 55% 15% 5% 88% 66%

R 109 119 119 119 119 FARES

AR A S 450 1,555 1,605 2,067 3,135 EXE 86% 829% 80% 79% 78%

AR B AT 5,804 10,382 11,793 14,834 19,602 P IE 35% 26% 15% 2204 26%
ROE 20%  14% 12% 22% 29%
ROIC 15%  10% 9% 17% 23%
AR A

BEEHALR 996 1,332 1,690 2,736 3,335 % afkE 34%  41% 41% 40% 36%

# AT B A 825 931 1,187 2,207 3,991 ZshibE 6 6 5 4 4

78 60 64 66 70 86 ahrb&k 6 6 5 4 4

M %3 A 3 3 3 3 25 FEfLh

B 4 19 10 8 - kAR 037 032 0.48 0.62 0.71

TiEaRwETH 170 221 246 300 435 mankEH AR 7.4 5.9 6.6 7.8 75

0 -67 94 178 149 -1202 5 ik 3k 8 45 % 0.7 0.8 0.9 1.1 1.1

EREHAER -44 266 144 25 778 Rifrk®

WA Z -89 -85 95  -101 -57 PE 25.05 24.84 24.59 13.05 7.89

HBF 45 -181 239 76 836 PB 5.10 3.32 2.91 2.26 1.62

EREHAER 1,064 -327 -421 -1,201 -25 EV/EBITDA 26.1 27.6 25.6 10.8 5.1

2L AR 5E -398 -1 -1 -1 - FHRR: AR E. BHEE (FE) T

I ARG 302  -324 -418  -786 -

A3 BTS2 - - - - -

Y REERER - - - - -

A 1,764 -2 -2 -415 -25

e i s} 2017 636 1387 1485 1,486




2015 4 3 A 24 B(Z#M)

RIS

B IR 23

FEN A AR 12 A BT H 3% A4 10% A L

o AR AR 12 A A BT H 548 EA R T % 10% R AR
Fih RN AR 12 MARTHISH T % 10% 4 £
2H7 0 5 o

IR QARG AT RARE 3R D 1 B AT IS B O - (i) AT AR P A RO AE AT L B A e B T b i B4 50 A7 B AN AT T 38 3 A9 4 Koo KAT A A k5 (i0)
B ATITPTAFAR B A9 AEAT AR B Rt R AL A AR R TR B4R SN 36 5 AT AR E PR R 09 BRI A S A8 X R o

BERE
HEAFTZWEER, FAHANG M52 [#HE | B A http://www. newone. com. hk/cmshk/gb/disclosure. html .

AR BEIER (F#) A RN R BEIER (FB) AR EBERZMEF S LERER 2 (SFO) AT AT LR, FHSFC #8 GERAMGE&H) #THEE. 8
T4 (%) BATH 28 0A0HEH1 LRGEARD) . #2 EUNNAHRD). $4 LGLEARBEL) . $6 £ GEAMBARBEEL)FF9 £ REXTZFR). &
RPN EAELAEAE, L RM SR AT RIE R R A0 £ s TR 23 HA. A, #iF, S ERARES ARES DR AIEA GFB) ARA R, BEER(F
B KR ABIERRIMRF 5B EER A (SFO TR E LRI, HHSFC #8 (ERAMTAB) #FEF. BHIEA R B2 TLRAAIESE1 £GEAZS).
F2 ROAREARS) . F4 £ FIEARBEEL) . $6 X GEMMBTRBEE L) A F9 £ REF S EH) . KRS T O EfELIEAE, LA MR IR IER
HAnk o TG EB, BN, AN, iF, SAEREFFAREORBTIER (FB) AR SR, BEIEAR(GR) AR EBERRM T F H LR ER 2 (SFO) AT A
T piE HSFC 428 GERARME &H) HITUF. BHIEA(FH) AL ELRCES1 RGEARS). $2 AR AAXS). $4 AGLIERRBEERL).

%6 LGEMMBTREE L) AH9 LWRBETAFE) . AMEFHRNERELRELE, LHATHMBRIIRIERIAD R La T L6, B, Wh. #iF. LR
HHEE. BRIEAEBRDAETLEARUHL2LZATR, REBIEARHER RGN H15@) -65F PRI, BRIER () 675 SRR 54 R @ £ B AR,

ARG LRBRTRBEIER (5 8) A TG ITA, AZRN 3R 245 SR A A A Ao £ B0 ) RAEFTIRIE. BEHER (K 8) 7T 2 2R 09 A 28
ERAAEITH, BATRERMALATAH AT L0840, K08 AL R R A& L W R 5] KA AEAT AL R M AR R B 9T 3T 4 MR B T ey FIlf ok & %
T Ak AR ARG S A & BT ARARAR X A RIS, BT B LA G T BARAM SR m A AREE A TR T AR, FAREOELRRTRBAIER (§
) INH T I ANTTIA, A2 HN S X LAT B R AN, A B e R S AT RIE . BRIER (F %) THE RS PHAR, & LAETE, L RRERE
HATH R E R 0GB dm . A 8) BRI B Rt A AR 2 L ) 807 5] R GOAE AT B A2 R AR BURBER 0. 3K H A48 8 T W FI07 8 R G4 A ARSI W B A= 12 6
AT AR XGRS, BT 2L A S ORI BARAM 5 R mAE AR S d A ST R E.

BEIER (F#) IR TR R R A A P AAR BN 8] B RAT IR R kT H AT L Sy, 7T A N S RAE RS BRI TTARAT L SR G0 ARSI B R IE R
& 38) AT, A% H @ THEATIAA A NG MERTR XA, R F P, BRIER (F8) RKIRAUH T R 2 M A S P AR B 3] AT ZAT 9 IER K THRITR S,
LT R A RSN S R RS R B T RAT L H RS0 AREMABIBHIER (F8) A, A% @ TETIAMFPAATF AT X80, LA FHE,

&%

1BEIER(FB)H R )
HRFIRZLS ) %M 48 &
¥i%: +852 3189 6888
#4: +852 3101 0828
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