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Penetration into Lower-Tier Cities on Track , "Accumulate"
T IRTTIB B A, e

° Stable growth of China e-commerce GMV in 10M2019. According to data .
published by the National Bureau of Statistics of China, China e-commerce Rating: Accumulate
GMV in 1M2019-10M2019 reached RMB8,230.7 bn, up 16.7% yoy; growth
rate was down 9.1 ppts yoy. S Wede
o Jingdong ("JD" or the "Company") reported stronger-than-expected
3Q19 results. Net revenues increased by 28.7% yoy to RMB134,843 mn,
above our expectations by 4.6%. Non-GAAP net income attributable to 6.18m TP Hbxfi: US$36.00
ordinary shareholders reached RMB3,086 mn, up 160.6% yoy, far exceeding
our expectations and market consensus. ADS price ADSfiH#4: US$32.440
o Key points: 1) Resilience in growth of annual active customer accounts
boosted net revenues growth during 3Q2019. Net product revenues and
net service revenues were RMB118,854 mn and RMB15988 mn, ~ StoCk performance
respectively, which accounted for 88.1% and 11.9% of total net revenues, et R I
respectively. 2) We have cut our total expense ratio estimates in 2019 to
2021. In 2019, the total expense ratio was not higher than gross margin, % change
reflecting the Company’s strict control on its expenses, therefore resulting in 0
eventual margin expansion. 3) We raise our bottom-line forecasts in 2019 60 1
to 2021. 4) JD Health completed its series of A preferred share financing 50 -
in November 2019. 5) Total transaction volume was RMB204.4 bn for the 0
11-day sales event in November, setting a new record high. »
® We have slightly raised target price to US$36.00 and maintained 20
investment rating as "Accumulate". Our TP represents 0.64x 2019F P/S. 0l
° 20194F 10 AP EETHER SERAEH K. WFEHESHRAMGEER, HEETHS i
Lo ET 2019 4F 1 H & 10 HiAF AR T 82,307 1276, [FtL EF: 16.7%, MKEFELT )L
B 9.1 AN E 3 AT
@ote Jants Marts May49  Ju-19  Sepdd  hov-19
®  WAR(AT")2019FH 3 FRASF T T Fl ALK 28.7%% AR i 134,843 1
JiT6 i TRATHIN 4.6%. 11 GAAP B FIIE BN R T 3,086 | /57t AL F T} 160.6%, NASDAD COME hdex  ——— 1D
T TRATHIH AT T o
o E: 1) EEFRREFKSMKNIKERES)T 2010 45 3 BEMFBAMK. 1177wk
AR SN HI9 NIRRT 118,854 FTI LM AR 15,988 F 7570, 705 di Sd N
¥ 88.1%f1 11.9%. 2) BATFIET 2019 4£Z 2021 Fi B RFILLRFM. & 2019 4, Change in ADS Price M 3M 1Y
SRR T BRI, BT AR PRI, R R &SIl T REEY . 3) et 225 1A 3 1A 1%
RATKE 2019 £ E 2021 FRFNETN LE. 4) HRBHET 2019 42 11 AR A it ﬁ’:b;fiﬂ % 84 32 66.4
Sl F. 5) A 11 R 11 BRI BZABANART 2,044 258, A5 EH . ?U?%ZE;E/EQJSBOAQ Index 24 4.6) a4
® 2% ER ERRME 36.00 £IT, FERFUEEETRSE. HIrN MM T 0.64 {5 2019 4 /TVEJHAQ?)/[\S E)g:(:i(gj%) 32.3 30.8 27.8
ﬂidmjm%ﬁz" Source: Bloomberg, Guotai Junan International.
Year End Turnover Net Profit ~ Earnings/ADS Earnings/ADS PER BV/ADS PBR DP ADS Yield ROE
L 1o [FERET 3 ADS HF A3 ADS HFIER) W% A4 ADS 1 W% A ADS AL I35k P
12/31 (RMB m) (RMB m) (RMB) (A %) ) (RMB) ) (RMB) (%) (%)
2017A 362.332 117 0.080 n.a. 2.638.5 36.831 5.7 0.000 0.0 0.2
2018A 462,020 (2,492) (1.732) (2,265.0) n.a. 42.299 5.3 0.000 0.0 (4.5)
2019F 574,071 8,920 6.131 n.a. 37.4 47.774 4.8 0.000 0.0 13.9
2020F 680,293 11,176 7.569 23.5 30.3 54.465 4.2 0.000 0.0 15.0
2021F 757,348 12,908 8.612 13.8 26.6 62.119 3.7 0.000 0.0 15.0
ADS inissue (m) & ADS % (m) 1,454.5 Major shareholder K% Richard Liu 15.4%
Market cap. (US$ m) TlifE (US$ m) 47,184.0 Free float (%) [ HtiELE (%) 84.6%
3 month average vol. 3 > ¥ A2 i 4L (‘000) 11,396.0 FY19 Net gearing (%) FY19 i ffi/lk % 4 (%) Net Cash
52 Weeks high/low (US$) 52 i mi/& (USS) 35.430/19.210 FY19 PS FY19 i 0.6

Source: the Company, Guotai Junan International.
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Stable growth of China e-commerce GMV in 10M2019. According to data published by the National Bureau of Statistics of
China, China e-commerce GMV in 1M2019-10M2019 reached RMB8,230.7 bn, up 16.4% yoy; growth rate was down 9.1 ppts
yoy. In October 2019, China commodity e-commerce GMV reached RMB739.5 bn, up 14.6% yoy, and China service
e-commerce GMV reached RMB167.5 bn, up 7.7% yoy. Both reported mom growth decline, mainly due to seasonality and low
season for the upcoming largest annual Double Eleven Shopping Festival in November. China’s express delivery volume in
10M2019 reached 5.8 bn, up 22.7% yoy, while China’s express delivery revenue reached RMB65.8 bn, up 23.2% yoy.

Figure-1: China Commodity E-commerce GMV Figure-2: China Service E-commerce GMV
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Source: National Bureau of Statistics of China, Guotai Junan Source: National Bureau of Statistics of China, Guotai Junan
International. International.

Jingdong ("JD" or the "Company") reported stronger-than-expected 3Q19 results. Net revenues increased by 28.7% yoy
to RMB134,843 mn, above our expectations by 4.6%. Non-GAAP net income attributable to ordinary shareholders reached
RMB3,086 mn, up 160.6% yoy, far exceeding our expectations and market consensus. Gross margin declined to 14.9%, down
0.5 ppts yoy, and non-GAAP net margin was 2.3%, up 1.2 ppts yoy. Annual active customer accounts grew 9.6% yoy to 334.4
mn. 4Q19 revenue guidance was between RMB163 bn and RMB168 bn, representing yoy growth rate of 21% to 25%.

Table-1: JD Core Indicator Matrix and Quarterly Projection

3Q19 Growth
Quarterly Results 3Q18 4Q18 1Q19 2Q19 3Q19 yoy 4Q19F 1Q20F
Net revenues mn RMB 104,768 134,833 121,081 150,281 150,281 28.7% 167,867 140,123
Net product revenues mn RMB 93,890 120,232 108,651 133,516 133,516 26.6% 147,163 122,718
Net service revenues mn RMB 10,878 14,601 12,430 16,764 16,764 47.0% 20,703 17,404
Cost of revenues mn RMB (88,659) (115,661) (102,897) (128,156) (128,156) 29.4% (143,526) (118,617)
Profit from operations mn RMB (651) (939) 1,226 2,267 2,267 na 1,628 2,821
Net Income mn RMB 2,877 (4,877) 7,240 546 546 -80.9% 298 2,584
Non Controlling Interests mn RMB (124) (73) (79) (73) (73) na (71) (66)
Net Income to JD mn RMB 3,001 (4,805) 7,319 619 619 -79.6% 369 2,650
Non GAAP gross profit mn RMB 15,888 18,958 17,965 21,908 21,908 25.5% 24,101 21,256
Non GAAP operating profit mn RMB 638 313 1,972 3,217 3,217 366.1% 2,621 3,632
Non GAAP EBITDA mn RMB 1,673 1,475 3,201 4,429 4,429 151.9% 2,657 3,665
Non GAAP Net Income mn RMB 1,184 750 3,294 3,559 3,559 160.6% 2,126 3,316

Source: the Company, Guotai Junan International.

Resilience in the growth of annual active customer accounts boosted net revenue growth during 3Q2019. In 3Q2019,
total net revenues exceeded our expectations by 4.6%, in which net product revenues and net service revenues were
RMB118,854 mn and RMB15,988 mn, respectively, which accounted for 88.1% and 11.9% of total net revenues, respectively.
Moreover, the growth of annual active customer accounts was resilient driven by WeChat ecosystem and penetration into

lower-tier cities. According to the Company, over 70% of new customers came from lower-tier cities during the period of 3Q2019.

Meanwhile, the Company launched a new social e-commerce platform (Jingxi) in late October, which helped the Company to
reach users from lower-tier cities more efficiently. Jingxi is available to consumers across multiple channels including the
standalone Jingxi app, Jingxi mini program and a WeChat first-level entry point. The resilience of annual active customer
accounts not only creates a positive driving force in net product revenues, but also introduces some new users and merchants
to enjoy paid services offered by the Company. During the earnings conference call, the management told investors that they
would further increase revenue contribution from the net service, and the technology services have achieved triple-digit
percentage growth this year. More specifically, revenue from marketplace and advertising business grew 28.8% yoy to
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RMB9,986 mn in 3Q2019, whereas logistics and other services contributed RMB6,002 mn, surging 92.0% yoy. At the same time,
JD Logistic continued to expand its 3" party businesses in 3Q2019, and external revenues accounted for nearly 40% of total
logistics revenues during the same period. JD logistic is expected to further open its service to 3™ party, thus fuel the growth of
net service revenues going forward. Meanwhile, the Company is ramping up its efforts on penetration into lower-tier cities,
which is driving growth momentum of a number of its customers. We think it is positive to the revenue growth if the Company if
more users can be lured successfully; however it is still questionable whether it is sustainable growth in the future. Given the
stronger-than-expected 4Q2019 revenue guidance, we have slightly adjusted our revenue forecast of the Company for 2019 to
2021 by 2.0%/ 4.4%/ 3.9% to RMB574,071 mn, RMB680,293 mn, and RMB757,348 mn, respectively, representing yoy growth
of 24.3%, 18.5%, and 11.3%, respectively.

Figure-3: JD’s Net Product Revenues Estimates Figure-4: JD’s Net Service Revenues Estimates
(RMB mn) (RMB mn)
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

We have cut our total expense ratio estimates in 2019 to 2021. During 3Q19, the total expense ratio was 13.4%, down 2.6
ppts yoy, below our estimates by 1.6 ppts. Total operating expense was RMB18,128 mn, 5.9% below our estimations. Looking
at 1Q2019 to 3Q2019, the total expense ratio was slightly lower than gross margin, showing the different trend of that in 1Q2018
to 4Q2018. For the period from 1Q2018 to 4Q2018, the gross margin was 14.1%, 13.5%, 15.4% and 14.2%, respectively,
whereas the total expense ratio was 14.1%, 14.3%, 16.0%, and 14.9%, respectively. In 2019, this trend has changed, we
observed that total expense ratio has no longer higher than gross margin from 1Q2019 to 3Q2019, reflecting the Company’s
strict control on its expenses, therefore resulting in eventual margin expansion. Thanks to increasing economies of scale, we
expect that the Company is likely to sustain its operating efficiency improvement. As a result, we have fine-tuned our total
expense ratio estimates for 2019 to 2021 down by 0.6 ppts/ 0.8 ppt/ 0.7 ppts to 13.5%, 13.3%, and 13.1%, respectively.

Figure-5: JD’s Expense Ratios Estimates
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Source: the Company, Guotai Junan International.

We raise our bottom-line forecasts in 2019 to 2021. Due to the mixed effect of higher expected revenue growth and lower
expected expense ratio, non-GAAP net margin forecasts for 2019 to 2021 have been revised up by 0.4 ppts/ 0.3 ppt/ 0.3 ppt to
2.1%/ 2.3%/ 2.6%, respectively. At the same time, we raise our bottom-line forecasts in 2019 to 2021 due to improving operating
efficiency and increasing economies of scale effect. We revise up our non-GAAP net profit to ordinary shareholders forecasts
for 2019 to 2021 by 26.1%/ 21.6%/ 12.1% to RMB12,065 mn/ RMB15,953 mn/ RMB19,635 mn, respectively.
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Figure-6: JD’s Margin Estimates Figure-7: JD’s Non GAAP Net Profit Forecasts
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JD Health completed its series of A preferred share financing in November 2019. After the financing, JD Health’s valuation
reached approximately US$7 bn. Under the disclosure from the Company in May, JD Health is expected to raise over US$1 bn,
representing over of 14.5% of equity interest of JD Health on a fully diluted basis. JD will remain the majority shareholder of JD
Health after the completion of the transaction. According to the Company, "JD Pharmacy" already is China’s largest online
pharmacy in terms of revenue, as "JD Pharmacy" is one business unit under JD Health. JD Health aims to become the most
trusted "chief health manager" for customers, hence it is not surprising for JD Health to strengthen its capital to build a
comprehensive ecosystem. Over the past few years, JD Health has been providing pharmaceutical and healthcare products,
internet healthcare, health management and intelligent healthcare solutions to its customers. In our view, "Internet + healthcare"
has huge potential to grow in China, since the increasing awareness of the aging problem and inefficiency of the current
healthcare system in China. However, restructuring of the healthcare system in China is still in the early stages; we expect JD
Health not only to benefit from the digitalization of healthcare system in China, but also collect more healthcare data going
forward, hence driving growth of JD Health. Moreover, JD Health demonstrated its strong results during 2019 Singles Day
Shopping Festival, indicating the synergy effect between the Company and JD Health.

Total transaction volume was RMB204.4 bn for the 11-day sales event in November, setting a new record high.
Compared to the event last year, total transaction volume increased by 27.9% yoy, growth increased by 2.2 ppts. According to
the Company, the key highlight of 2019 Singles Day Shopping Festival was lower-tier cities, with more than 70% of new
customers from lower-tier cities. These new customers from lower-tier cities not only boosted transaction volume of FMCG
categories, but also drove growth of new customers. Furthermore, JD Plus membership accounts ("PLUS") exceeded 15 mn.
During the Singles Day sales period, the average consumption volume by PLUS members was four times that of non-PLUS
members, in which one member’s purchasing amount reached RMB467,000. Generally speaking, loyal customers will have
higher shopping frequency and higher purchasing amount than normal customers; therefore it is an effective way to boost GMV
growth by luring more loyal customers, which may in turn to attract more merchants as well.

Raise target Price to US$36.00, and maintain investment rating as "Accumulate”. We slightly raise target price to
US$36.00, reflecting consensus-beating results and operating efficiency improvement. Our TP represents 0.64x 2019F P/S.
Risk factors: failure in long-term margin expansion, lower-than-expected revenue growth, sharp RMB depreciation and annual
active buyer retreat.
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Table-2: Peers Comparison

Last i i
Company Stock Code  Currency as Market Cap Adjusted PE Price/Sales EVIEBITDA PEG

Pricé  mn HKD FY19F FY20F FY21F FY19F FY20F FY21F FY19F FY20F FY21F  FY19-21

E-commerce

Alibaba Group Holding-Sp Adr** BABAUS USD 18525 3,785990.5  34.7 253 21.2 9.1 6.6 5.1 28.2 28.2 20.7 1.2
Ebay Inc EBAYUS USD 35.06 223,266.0 127 121 10.8 2.6 26 24 72 7.2 7.2 15
Amazon.Com Inc AMZNUS USD 175279 6,802,5804 559 448 30.8 3.1 26 23 21.0 21.0 16.8 1.6
Z Holdings Corp** 4689JT  JPY 377 131,152.4 23.0 217 20.0 1.9 18 1.7 71 71 8.1 19
Rakuten Inc 4755JT  JPY 978 101,211.9 254 50.6 26.8 1.1 1.0 0.9 7.0 7.0 9.6 9.3)
Jd.Com Inc-Adr JDUS USD 32.44 369,212.1 32.6 235 17.6 0.6 0.5 0.4 22.0 22.0 14.5 0.9
58.com Inc-Adr WUBAUS  USD 57.20 66,569.5 16.9 16.6 14.8 3.9 34 29 15.0 15.0 1.9 24
Vipshop Holdings Ltd - Adr VIPSUS USD 12.26 64,203.0 131 10.7 10.0 0.6 0.6 0.6 9.5 9.5 7.2 0.9
Pinduoduo Inc -Adr PDDUS USD 40.72 370,499.0 n.a. 90.3 35.0 11.0 6.7 48 n.a. n.a. 1,047.8 n.a.
Trip.Com Group Ltd-Adr** TCOMUS  USD 31.61 145,586.8 24.7 20.3 16.4 37 32 28 25.2 25.2 18.9 1.1
Simple Average 26.6 316 20.3 38 29 24 15.8 15.8 116.3 0.3
Weighted Average 44.6 38.0 26.6 5.1 39 3.1 221 221 49.3 13

Internet Conglomerate

Tencent Holdings Ltd 700HK  HKD 336 3,209,561.1  30.8 254 209 76 6.2 5.1 220 220 17.9 14
Baidu Inc - Spon Adr BIDUUS USD 11569  313,788.6 221 17.3 13.2 26 24 2.1 15.6 15.6 9.4 0.7
Alphabet Inc-Cl C GOOGUS USD 131546 7,094,566.5  24.6 216 18.5 6.8 5.7 4.9 13.8 13.8 1.3 1.6
Microsoft Corp MSFTUS USD  150.39 8,980,804.0  32.8 279 24.8 9.2 8.2 73 20.3 20.3 17.4 2.0
Facebook Inc-A FBUS USD  199.32 44494006 218 18.9 16.4 8.1 6.6 5.5 13.2 13.2 1.1 14
Softbank Group Corp* 9984JT  JPY 4248 640,416.0 74 9.4 15.1 0.9 0.9 0.9 7.2 7.2 8.2 (0.6)
Simple Average 232 20.1 18.1 5.9 5.0 43 15.3 15.3 12.6 1.1
Weighted Average 274 235 20.6 78 6.7 5.8 17.0 17.0 14.2 1.6
Simple Average 25.2 271.3 19.5 45 3.7 3.1 15.6 15.6 74 0.6
Weighted Average 33.0 28.3 22.6 6.9 5.8 4.9 18.7 18.7 25.7 15

Source: Bloomberg, Guotai Junan International.
Note: * All figures based on fiscal year, ** these companies’fiscal year is FY2020 now since year end as at March of each year.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F Yearend 31 Dec (RMB m) S017A 2018 2019F 2020F 2021F o
Total Revenue 362,332 462,020 574,071 680,293 757,348 Q
Equity investments 18,551 31,357 40,136 44,150 48,565 N
Online direct sales 331,824 416,109 508,185 589,652 647,230 o
S Property, equipment and software, o
ervices and others 30,507 45911 65,886 90,641 110,117 =
net 12,574 21,083 21,676 22,726 23,957 o
Cost of revenues (311517)  (396,066)  (489,307)  (577,596)  (641,483) Constucton 2197 6550 7864 0437 11325 3
onstruction in progress A X k X s
Gross profit 50,815 65,954 84,764 102,697 115,865 =
Intangible assets, net 6,693 5,012 4,761 4,523 4,297 o
Fulfilment (25,865) (32,010) (36,213) (42,215) (46,471) o
) Land use rights, net 7,051 10,476 14,016 17,321 20,578
Marketing (14,918) (19,237) (21,227) (24,069) (26,377)
Goodwill 6,651 6,644 6,644 6,644 6,644
Technology and content (6,652) (12,144) (14,721) (17,995) (20,558)
General and administrative (4215) (5.160) (5,580) (5.930) (6.081) Other non-current assets 14,310 23,185 36,589 38,826 41,044
Gain on disposals of long-ived asses 0 0 3070 600 100 Total Non-current Assets 69,026 104,309 131,686 143,627 156,409
Impairment of goodwill and intangible 0 2 0 0 0
assets Cash & Cash Equivalents 29,799 37,502 38,485 41,229 44,334
Operating Profit (835) (2619) 10,004 13,088 16,778 Short-term investments 8,588 2,036 25,445 33,078 39,694
Share of resuls of equity investees (1927) (1.113) (1.460) (1340) (1341) Accounts receivable, net 16,359 11,110 10,909 11457 9,203
Net interest income and other, net 2,883 1,359 1,882 1,543 (10) Advance to suppliers 395 477 1,096 768 1,307
Profit Before Tax 121 (2374) 10516 13,292 15427 Inventories, net 41,701 44,030 52,854 55,247 60,949
Income Tax (140) (421) (1882 (2.369) 2750) Loan receivable, net 5133 2,716 4,075 4,482 4,930
Net income-Dis. Operations, net of tax 7 0 0 0 0 Prepayments and other current
Y urr
Profit After Tax (12) (2801) 8634 10923 12677 assets 2259 3848 3740 5952 5668
Non-contrling Inferest (139) (309 (289) (254) (230) Amount due from related party 10,797 3,136 12,545 12,294 12,048
Non-controlling interest-Dis. operations 276 0 0 0 0
9 P Total Current Assets 115,029 104,856 149,148 164,507 178,222
Shareholders' Profit / Loss 17 (2,492) 8,920 11,176 12,908
Total Assets 184,055 209,165 280,834 308,134 334,631
Basic Eamings Per ADS 0.080 (1732) 6.131 7569 8612
Diluted Earnings Per ADS 0.080 (1.732) 6.131 7.569 8.612
. X Short-term bank loans 12,885 4,545 3,348 4,067 4839
Weighted average ADS outstanding
) Accounts payable 74,338 79,985 96,836 103,485 102,211
Basic mn ADS 1,422 1,439 1,455 1477 1,499
Diluted mn ADS 1456 1439 1455 1477 1499 Advance from customers 13,605 13,018 17,613 16,312 15,606
Non GAAP gross profit 50,006 65,069 84,821 102,697 115,865 Deferred revenues 1,592 1,980 5,259 2,818 2,502
Non GAAP operating profit 2,885 1,913 10,785 17,284 21,325 Taxes payable 658 826 2,707 5,076 7,826
Non GAAP EBITDA 6,137 6,601 14,502 17,418 21,453 Amount due to related party 54 216 431 453 475
Non GAAP net income 4,968 3,460 12,065 15,953 19,635 Accrued expenses and other current
liabilt 15,118 20,293 25,653 27,981 31,599 m
Cash Flow Statement aiies g
Operating lease liabilities 0 0 3,392 3,757 4,057 a
5
Total Current Liabilities 118,251 120,862 155,239 163,949 169,115 ~
Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F ,
<
Operating activities %
Deferred revenues 1,274 463 2,779 3,335 4,002
Net loss (12) (2,801) 8,634 10,923 12,677 2
(Income)/loss from discontinued Long term borrowings 10,923 9,875 30,128 36,604 43,554 ;
operation, net of income tax 7 0 0 0 0 Deferred tax liabilities 882 828 1,160 1,218 1,279 8
DDA 4,193 5,560 11,232 11,728 12,192 Other non-current liabilities 337 308 324 340 357 Q
Share-based compensation 2780 3,660 3,692 4330 4,675 Operating lease liabilities 0 0 5740 5823 6,289
Other non cash gains or loss 1582 2,106 2613 2,744 2,606 Total Non-current Liabilties 13416 11475 40,131 47319 55,480
Chges in operafing assets and liabilies: 20,806 12,356 3500 9,116 (1510) Total Liabilities 131667 132337 195370 211269 224595
Cash from Operating Activities 29,342 20,881 29,672 38,841 30,641
Investing activties Redeemable non-controlling interests 0 15,961 15,963 16,442 16,935
g
Capital expenditure (1716 (21369 (16425 (17418 (18341 Total Shareholders' Equity 52,041 59,771 68,691 79,867 92,774
Investment
(19829)  (26306)  (36.506)  (21.401)  (24970) Minoriy Interest 348 1,096 811 557 37
Disposalsof nvesiments and PPE 23 1.924 2405 2648 3307 Total Equity 52,389 60,867 69,501 80,424 93,101
Others 9,398 19,673 8,034 5,061 2,936
Cash from Investing Activities (21,944) (26,079) (42,491) (31,111) (37,068)
Financing activities
Financial Ratios
Proceeds from issuance of shares 873 3,326 2274 2451 2,926
) 2017A 2018A 2019F 2020F 2021F
Net borrowing 3,954 (9,388) 19,056 7,195 7,722
h
Others 353 17,282 (3.274) (13,387) () Non GAAP Gross margin 13.8% 14.1% 14.8% 15.1% 15.3%
Cash from Financing Activiies 5,180 11,220 18,056 (3741) 10,646 Non GAAP Operating margin 0.8% 0.4% 19% 25% 2.8%
Net cash used by dis. operations (6,302) 0 0 0 0 Non GAAP EBITDA margin 1.7% 1.4% 25% 2.6% 2.8% g
. Q.
Effect of exchg rate changes on cash (642) 1,681 (4,254) (1,244) (1,115) Non GAAP Net margin 14% 0.7% 21% 2.3% 2.6% &
Net Changes in Cash 5,635 7,704 983 2,744 3,105 >
Cash at Beg of Year 24,164 29,799 37,502 38,485 41,229 g
€
Cash at End of Year 29,799 37,502 38,485 41,229 44,334 5]
Source: the Company, Guotai Junan International. o
Note: Restated income statement after taking JD Finance deconsolidation and JD Logistics cost reclassification. l
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Company Rating Definition
The Benchmark: NASDAQ Composite Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate 1S Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell SEH Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform Lk s NI Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral eE s Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform s Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for CH TIANBAO GP (01427 HK),KAISA GROUP (01638 HK),GUOTAI JUNAN | (01788 HK),JXR (01951 HK),BANK OF GANSU
(02139 HK),JINSHANG BANK (02558 HK),ZHONGLIANG HLDG (02772 HK),BINHAI INVESTMENT (02886 HK),CAM SCSMALLCAP
(03157 HK),HAITIAN ANTENNA (08227 HK),Guotai Junan and its group companies do not hold equal to or more than 1% of the market
capitalization of the issuer mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use 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
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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