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3FQ25 EARNINGS UPDATE 

 

Alibaba Group Holding Limited 

Leading China’s AI Innova?on in the Wake of DeepSeek 

SUMMARY 
 
Alibaba (BABA, HK9988) announced its 3FQ25 results before the market open on February 20, 2025. 
For the quarter, revenue increased 8% YoY to US$39 billion, with non-GAAP net income and adjusted 
EBITDA reaching US$7.0 billion and US$8.6 billion, respecXvely. Cloud revenue saw a 13% YoY 
increase, outperforming the consensus esXmate of 10%, driven by significant growth in AI-related 
products, which delivered triple-digit growth for the sixth consecuXve quarter. Alibaba’s planned 
investment in cloud and AI infrastructure over the next three years is set to surpass the company’s 
cumulaXve spending over the past decade. We have raised our FY26 revenue forecast to US$152 
billion, with FY26 non-GAAP net income projected to reach US$23 billion.  
 
 
 
Solid Beat on Consensus. In 3FQ25, Alibaba (BABA) reported total revenues of US$39 billion, an 8% 
year-over-year (YoY) increase, in line with market expectaXons. Non-GAAP net income and adjusted 
EBITDA reached US$7.0 billion and US$8.6 billion, respecXvely. Customer Management Revenue 
(CMR) grew by 9% YoY, exceeding consensus expectaXons by 4%, primarily driven by GMV growth and 
improved take rates. Cloud revenue increased 13% YoY, beaXng the 10% consensus forecast by 3%, 
with AI-related product revenue conXnuing to demonstrate impressive triple-digit growth for the sixth 
consecuXve quarter. Total adjusted EBITDA rose 4% YoY, surpassing the consensus esXmate of 2%. 
Adjusted EBITDA for Taobao and Tmall Group grew by 2% YoY, outperforming the consensus forecast 
of a 2% decline. Capital expenditures (Capex) reached US$4.38 billion, represenXng 11% of quarterly 
revenue, compared to US$1.22 billion in 3FQ24, which accounted for 3% of revenue. Year-to-date 
Capex totaled US$8.46 billion. During 3FQ25, Alibaba repurchased 15 million ADSs for US$1.3 billion, 
down from 52 million ADSs repurchased for US$4.1 billion in 2FQ25. The remaining repurchase 
authorizaXon of US$20.7 billion is effecXve through March 2027. 
 
Evalua2ng Alibaba’s Posi2on A8er the DeepSeek Disrup2on. The launch of DeepSeek’s open-source 
AI model has sent shockwaves through the global AI landscape. On January 27, 2025, DeepSeek’s core 
model, DeepSeek-R1, surpassed ChatGPT on the U.S. Apple App Store, creaXng widespread industry 
buzz. With a training cost of only US$5.6 million, DeepSeek-R1’s performance rivals OpenAI’s GPT-4o, 
yet it consumes only 1/10th the compuXng power of GPT-4o. DeepSeek’s efficient use of technology 
allows it to train its model with just 2048 H800 AI chips, and its proprietary advancements have 
pushed GPU uXlizaXon to 92%, well above the industry average of 65%. In response, on January 29, 
2025, Alibaba Cloud launched its Qwen2.5-Max model, based on a Mixture of Experts (MoE) 
architecture, outperforming both DeepSeek-V3 and GPT-4o. The Qwen2.5-Max model has been pre-
trained on more than 20 trillion tokens and has set new industry benchmarks. As of January 31, 2025, 
over 90,000 derivaXve models have been developed on Hugging Face using the Qwen family, making 
it one of the largest AI model ecosystems globally. More than 290,000 companies and developers now 
access Qwen APIs via Alibaba Cloud. Looking ahead, Alibaba plans to release a deep reasoning model 
based on Qwen2.5-Max, further cemenXng its leadership in AI. During its latest conference call, 
Alibaba’s management disclosed that the company’s planned investments in cloud and AI 
infrastructure over the next three years will exceed its total cloud and AI expenditures of the past 
decade, underscoring its commitment to maintaining its compeXXve edge in this rapidly evolving 
space. 
 
Strategic Partnership with Apple Highlights Alibaba’s AI Strengths. On February 13, 2025, at the 
World Government Summit in Dubai, Alibaba’s co-founder and chairman, Joe Tsai, addressed rumors 
regarding a partnership with Apple. Tsai explained that Apple, requiring a local partner in China to 
support its mobile ecosystem, selected Alibaba aker evaluaXng several potenXal partners. Apple, 
known for its selecXve approach, has been tesXng AI models from leading Chinese developers since 
2023. IniXally, Apple worked with Baidu to develop the Chinese version of Apple Intelligence, but 
more recently, it expanded its evaluaXons to include models from Tencent, ByteDance, Alibaba, and 
DeepSeek. Aker thorough assessments, Apple chose Alibaba as its strategic partner for AI 
development in China. Tsai expressed that Alibaba is both fortunate and honored to collaborate with 
such a presXgious company. According to reports, Apple and Alibaba have jointly submiled their 
Apple Intelligence AI models to Chinese regulators for approval, with the final decision pending. 
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KEY DATA 

Exchange: NASDAQ, HKEX 
Ticker: BABA, HK:9988 
Current Price: $135.97 
52-Week Range: $67.78-$144.51 
Average Volume (3M): 20.37M 
Shares Outstanding (MM): 2,376 
Market Capitaliza]on ($MM): $323,058 
Fiscal Year-End: March 
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In US$M FY23A FY24A FY25E FY26E
Revenue 119,705      129,693      137,789      151,619      
Gross Profit 43,957        48,898        53,583        57,615        
EBIT 13,828        15,620        18,173        22,895        
Non GAAP
Net Income 19,412        21,701        21,781        23,016        
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Resilience in TTG Business: CMR Revenue and Profitability Outperform Consensus. Despite a 
slowdown in China’s overall online retail market, with retail sales growth dropping from 6.2% to 3.5% 
month-on-month, Alibaba’s 3FQ25 results demonstrated strong resilience in its TTG business. The 
company’s CMR revenue grew 9% YoY, significantly surpassing the consensus growth esXmate of 5-6%, 
driven by a combinaXon of GMV growth and improved moneXzaXon. The addiXon of a 0.6% service 
fee in early September and the Full-Site PromoXon boosted the moneXzaXon rate for Taobao and 
Tmall Group. This growth represents the third consecuXve quarter of CMR acceleraXon, confirming 
the steady recovery of Taobao and Tmall Group’s take rate. In terms of profitability, Taobao and Tmall 
Group’s adjusted EBITDA grew by 2% YoY, exceeding the consensus esXmate by 4%. 
 
AI Poten2al Becoming Priced into Alibaba’s Valua2on. The market is increasingly pricing in the AI 
potenXal for Alibaba (BABA), prompXng us to raise our FY26 revenue forecast to US$151.6 billion and 
FY26 non-GAAP net income forecast to US$23.0 billion. In line with typical e-commerce valuaXon 
methods, we have used EV/EBITDA mulXples to assess Alibaba’s current market posiXon. As of now, 
BABA’s stock is trading at US$135.97 per ADS, with an enterprise value of US$266.2 billion. Consensus 
esXmates for 2025 and 2026 EBITDA stand at US$27.2 billion and US$30.1 billion, respecXvely, which 
translates to EV/EBITDA mulXples of 9.8x and 8.9x. By comparison, a peer group of similarly 
posiXoned companies is trading at significantly higher mulXples of 22x and 18x for 2025 and 2026, 
respecXvely, suggesXng substanXal upside potenXal for Alibaba’s stock.  
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Figure 1: Alibaba’s Financials 2023 – 2026E. 

 
Source: GLH Research; Company filings. 

 

Figure 2: Peer ValuaUon Analysis. 

 
Source: GLH Research; Company filings; Capital IQ. 
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Chujie (Jack) Sun is a Senior Research Analyst at Gelonghui Research. Since 2017, Jack has served as the Investment Analyst in China 
Alpha Fund Management (Hong Kong) Limited, TMT Analyst in First Shanghai Group, and TMT Analyst at Gelonghui Research. Focusing 
on TMT sector, Chinese companies listed in the US, Hong Kong, and etc., and he specializes in both buy-side and sell-side equity 
research. Jack holds a B.A. in Economics from Ohio State University (Columbus) and an M.S. in Finance from City University of Hong 
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Gelonghui Research ("GLH") is a professional publisher of investment research reports on public companies and, to a lesser extent, 
private firms ("the Companies"). GLH provides investor-focused content and digital distribu]on strategies designed to help companies 
communicate with investors.  

GLH is not a FINRA registered broker/dealer or investment adviser and does not provide investment banking services. This report is 
not disseminated in connec]on with any distribu]on of securi]es and is not an offer to sell or the solicita]on of an offer to buy any 
security. GLH operates as an exempt investment adviser under the so called "publishers' exemp]on" from the defini]on of investment 
adviser under Sec]on 202(a)(11) of the Investment Advisers Act of 1940. GLH does not provide investment ra]ngs/recommenda]ons 
or price targets on the companies it reports on. Readers are advised that the research reports are published and provided solely for 
informa]onal purposes and should not be construed as an offer to sell or the solicita]on of an offer to buy securi]es or the rendering 
of investment advice. The informa]on provided in this report should not be construed in any manner whatsoever as personalized 
advice. All users and readers of GLH's reports are cau]oned to consult their own independent financial, tax and legal advisors prior to 
purchasing or selling securi]es. 

Statements included in this report may cons]tute forward-looking statements within the meaning of the Private Securi]es Li]ga]on 
Reform Act of 1995. Any statements that express or involve discussions with respect to predic]ons, expecta]ons, beliefs, plans, 
projec]ons, objec]ves, goals, assump]ons or future events or performance are not statements of historical fact and may be “forward 
looking statements”. Such statements are based on expecta]ons, es]mates and projec]ons at the ]me the statements are made and 
involve many risks and uncertain]es such as compe]]ve factors, technological development, market demand and the company’s 
ability to obtain new contracts and accurately es]mate net revenues due to variability in size, scope and dura]on of projects, and 
internal issues, which could cause actual results or events to differ materially from those presently an]cipated. 

The analyst who is principally responsible for the content of this report has represented that neither he/she nor members of his/her 
household have personal or business-related rela]onships to the subject company other than providing digital content and any 
ancillary services that GLH may offer. Unless otherwise indicated, GLH intends to provide con]nuing coverage of the covered 
companies. GLH will no]fy its readers through website pos]ngs or other appropriate means if GLH determines to terminate coverage 
of any of the companies covered. 

GLH is being compensated for its research by the company which is the subject of this report. GLH may receive up to US$200,000 in 
total within a year for research and poten]ally other services from a given client and is required to have at least a 1-year 
commitment. None of the earned fees are con]ngent on, and GLH's client agreements are not cancellable for the content of its 
reports. GLH does not accept any compensa]on in the form of warrants or stock op]ons or other equity instruments that could 
increase in value based on posi]ve coverage in its reports. GLH or an affiliate may seek to receive compensa]on for non-research 
services to covered companies, such as charges for presen]ng at sponsored investor conferences, distribu]ng press releases, advising 
on investor rela]ons and broader corporate communica]ons and public rela]ons strategies as well as performing certain other 
related services ("Ancillary Services"). The companies that GLH covers in our research are not required to purchase or use Ancillary 
Services that GLH or an affiliate might offer to clients. 

The manner of GLH's poten]al research compensa]on and Ancillary Services to covered companies raise actual and perceived 
conflicts of interest. GLH is commived to manage those conflicts to protect its reputa]on and the objec]vity of employees/analysts 
by adhering to strictly-wriven compliance guidelines. The views and analyses included in our research reports are based on current 
public informa]on that we consider to be reliable, but no representa]on or warranty, expressed or implied, is made as to their 
accuracy, completeness, ]meliness, or correctness. Neither we nor our analysts, directors, officers, employees, representa]ves, 
independent contractors, agents or affiliate shall be liable for any omissions, errors or inaccuracies, regardless of cause, foreseeability 
or the lack of ]meliness of, or any delay or interrup]ons in the transmission of our reports to content users. This lack of liability 
extends to direct, indirect, incidental, exemplary, compensatory, puni]ve, special or consequen]al damages, costs, expenses, legal 
fees, losses, lost income, lost profit or opportunity costs. All investment informa]on contained herein should be independently 
verified by the reader or user of this report. For addi]onal informa]on, all readers of this report are encouraged to visit GLH's website 
hvps://www.gelonghui.com.  
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