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Alibaba Group Launches Hong Kong Initial Public Offering,

With Maximum Offer Price of HK$188.00
] B E EC SR A 7 e A TT R AT IS, i RS A HE T 188.00 7T

® \What happened: Alibaba Group (the "Company") officially announced the launch of its Hong Kong offering
(the "Public Retail Offering") on 13 November 2019. According to the prospectus supplement of the proposed
IPO disclosed at market close on 14 November 2019 (US Time), the Company will offer a global offering (the
"Offering") of 500,000,000 new ordinary shares and listing of its ordinary shares on the Main Board of The
Stock Exchange of Hong Kong Limited (SEHK) under the stock code "09988 HK". The Offering initially
comprises 12,500,000 new shares under the Public Retail Offering and 487,500,000 new shares for
subscription globally, in which the total number of shares available under the Public Retail Offering could be
adjusted to up a maximum of 50,000,000 new shares subject to the level of oversubscription, if any. The offer
price for the Public Retail Offer will be no more than HK$188.00 per share and shares will be traded in board
lots of 100 shares each. In addition, the Company expects to grant the international underwriters an
over-allotment option to purchase up to an additional 75,000,000 new Shares.

® Comments and views: According to the Company’'s 2QFY2020 financial results, the Company had
approximately 2,599 mn ADS. The new shares are expected to reach 550 mn in the Offering if oversubscription
occurs, representing approximately 68.8 mn of ADS or 2.6% of existing ADS. Therefore, a limited dilution effect
is expected in terms of earnings per ADS and book value per ADS. In our view, it could be a limited and
short-term impact. In addition, we think the Offering not only strengthens the Company’s financial position, but
will also lure more potential investors, who are mostly in the same time-zone location. Currently, core
commerce is still the main revenue contributor of the Company, but new areas of business are still being
invested in and expanding market share. Therefore it is positive for the Company to strengthen its financial
position despite the strong free cash flow they already have. Moreover, the Offering creates a new investing
channel for investors; this helps some Asian investors to remove trading time limitation, thus increasing
willingness to participate in the Offering. Especially for Chinese investors, they have deep knowledge about the
Company; hence the true value of the Company might be released in the Offering. At the same time, the
secondary listing in Hong Kong may help the Company to somehow diversify risk from US-Sino trade tension,
since there expectations that the US government could restrict investment in US-listed Chinese stocks. In
conclusion, we think the Offering may not have material impact on the Company’s fundamentals or operations.
Meanwhile, we think the positive impacts of the Offering have already been priced in for the short term, as there
have been expectations of a secondary listing for some time.

® Investment suggestion: As at 14 November 2019, the Company’s ADS price in the US was trading at
US$182.80. We maintain the Company’s target price at US$213.00 with investment rating as "Buy". In the short
term, we think the Company’s share price in Hong Kong will be stronger than that in the US due to stronger
demand from Asian investors. In the mid-to-long term, we still expect there will be a price spread between in the
US and Hong Kong, but we expect this to gradually diminish, mainly due to the mixed effect of i) different
demand from local investors, ii) the spread of foreign currency, iii) different understanding and views from Asian
investors, and iv) more passive investment caused by potential picks of Hong Kong index-tracking funds.
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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 llog:=4 Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.
Neutral [SeE Relative Performance is -5% to 5%;

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

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

Sell S 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 R T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral R Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.

Underperform kN 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.
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