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20QFY19 Results Basically in Line, "Buy"
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° Slowdown of China e-commerce GMV in 9M18. According to data ]
published by the National Bureau of Statistics of China, China e-commerce Rating: Buy

GMV in 1M18-9M18 reached RMB 6,278.5 bn, up 27.0% yoy, but growth was

down 1.2 ppts mom.
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o Key points: 1) Alibaba Group’s (the "Company") 2QFY19 results were
basically in line. Annual active consumers in China retail marketplaces
stood at 601 mn in 2QFY19, up 23% yoy. 2) The Company revised down its 6-18m TP Hizth: US$195.00
FY19 revenue guidance to a range between RMB 375 bn-RMB 383 bn,
which reflects a 4% to 6% adjustment to the previous revenue guidance.

The Company decided not to monetize in the near term under the current Share price i US$144.850
macro environment. 3) The Company might not spend as aggressively as
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+ we previously expected. The Company cut its FY19 revenue guidance,
iE g showing that the Company is staying alert for uncertainty from the current Stock performance
% & macro environment. 4) We tune down our bottom-line forecasts. 5) The R B
= Company broke its GMV record for the Singles’ Day shopping festival.
[3) . . . ,
W = GMV achieved RMB 213.5 bn in 2018 on Singles’ Day, up 27% yoy. 30 T %change
ze g o Cut TP to US$ 195.00 but maintain the investment rating as "Buy".
x We tune down our TP to reflect 1) RMB depreciation risk, 2) uncertainty 20 T
# = surrounding the unsolved Sino-US trade war, and 3) revised down revenue
= g guidance. Our TP represents 38.3x FY19E non GAAP PE. 10 +
w
° PEEFZHET 2018 4 9 AHKBE. RiEhEgHHREdE, HEEFESET 1A A [\ A Mf\ /mA
-9 kB AR T 62,785 1276, FLL L7t 27.00% 3K A3 LE Tk 1.2 ANEH 4 05 0 W ‘]r[ W
° EE: D MEEESERA (“AF7) B 2019 MEE-FEVSERAERFETY. T (10) T
2019 WSR2 pE, FREERER TP EEET X 6.01 124, FHIEK 23%. 2) &
AT 2019 JAERAIRSI B AR 3,750 2 E ART 3,830 /L XA, XAHL T LuiHE @) T
Bl A%ZE 6%. (EXIHENEMHAEET, ARPREEREARRTL. 3) AFWH
iﬁﬁaﬂnﬁﬂiﬁﬁxﬂﬁi’iﬂjﬁﬁﬂu AT TN 2019 FFRAIES], KSR A FE IR @7 i Maris Mag18 8 Sep-18
5 = MBI A E R FFEY . 4) BATTRARERIM. 5 ARTHETHARTXGE
g W, HOCKT A 5k AR 2,135 1478, [t BT 27%. CCMPIndex ~ —— Alibaba Group
B 3
W ) ®  THEHRNE 19500 X7, HERFTN"HKBIFHE. RATTHEBEA DRI 1D AR
7 O TIZERARE, 2) T35 5 R MR iy RO A T TR R & 3) & FHMIATRS] . AT
Nk 9 B E BRI AT 38.3 £ 2019 H4EJE GAAP i fi . Change in Share Price 1M 3M 1v
= JE AL E) 141 31 A 14
Abs. %
Wi % (1.66) (19.53) (22.29)
?Hex' i ,’[\‘f)JSOD/UAQ Index o.46) (1402)  (32.01)
ﬁ%@}?rf ;réri)cBe)(USS;) 144.61 158.84 179.85
Source: Bloomberg, Guotai Junan International.
Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
Gk [ION & RE] BRI B RS m#EE BRI R 5313195 AR R
%‘ 03/31 (RMB m) (RMB m) (RMB) (A %) ) (RMB) ) (RMB) (%) (%)
FT < 2017A 158.273 43,675 17.520 (39.7) 57.4 128.812 7.8 0.000 0.0 14.6
o 2018A 250,266 64,093 25.060 43.0 37.6 170.951 5.5 0.000 0.0 19.9
B <
m o 2019F 379,700 65,899 25.268 0.8 39.5 191.107 5.2 0.000 0.0 16.5
= = 2020F 512,936 92,176 34.703 37.3 28.8 220.695 45 0.000 0.0 19.3
& (89 2021F 666,282 122,498 45.215 30.3 22.1 259.829 3.8 0.000 0.0 20.9
< Shares in issue (m) &M% (m) 2,584.0 Major shareholder % Softbank 29.1%
A g Market cap. (US$ m) Hi{H (US$ m) 374,292.4 Free float (%) [ HIEEL% (%) 56.3
g 3 month average vol. 3 > ¥ A2 i 4L (‘000) 24,709.57 FY19 Net gearing (%) FY19 i ffi/lk % 4 (%) Net Cash
52 Weeks high/low (US$) 52 i &= /% (US$) 211.700/ 130.060 FY19 Non GAAP PE FY19 - GAAP i % 28.5

Source: the Company, Guotai Junan International.
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Slowdown of China e-commerce GMV in 9M18. According to data published by the National Bureau of Statistics of China,
China e-commerce GMV in 1M18-9M18 reached RMB 6,278.5 bn, up 27.0% yoy, but growth was down 1.2 ppts mom. In
September 2018, China commodity e-commerce GMV reached RMB 594.5 bn, up 21.7% yoy, dropping 3.7 ppts mom, and
China service e-commerce GMV reached RMB 164.5 bn in September 2018, up 9.8% yoy; both being the slowest monthly
growth rate in 2018. China’s express delivery volume in 1M18-9M18 reached 34.74 bn, up 26.8% yoy. During September 2018,
China’s express delivery volume reached 4.48 bn, up 24.1% 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.

Alibaba Group’s (the "Company") 2QFY19 results were basically in line. Alibaba Group’s 2QFY19 revenue grew 54% yoy
to RMB 85,148 mn, which was 4% below our expectations. Non GAAP net profit reached RMB 23,453 mn, up 6.2% yoy, 3%
above our expectations. Overall, the results were basically in line with our expectations. Core commerce revenue increased
56% yoy to RMB 72,475 mn, which accounted for 85% of total revenue. Cloud computing revenue delivered strong performance
again, which climbed 90% yoy to RMB 5,667 mn. Digital media and entertainment contributed revenue of RMB 5,940 mn, up 24%
yoy. Revenue from innovation initiatives and others reached RMB 1,066 mn, up 20% yoy. Annual active consumers in China
retail marketplaces stood at 601 mn in 2QFY19, up 23% yoy.

Figure-3: Alibaba Group Quarterly Total Revenue Figure-4: Alibaba Group Quarterly Non GAAP
Net Profit
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

The Company revised down its FY19 revenue guidance to a range between RMB 375 bn-RMB 383 bn, which reflects a 4%
to 6% adjustment to the previous revenue guidance. The Company would like to create more value for its customers and
help more SMEs to weather tough times. As a result, the Company has decided not to monetize in the near term under this
current macro environment. Accordingly, revenue guidance has been adjusted. In our view, it will be a trade-off strategy,
assisting its customers to grow their businesses, which could sustain the Company’s growth in the future. However, forgoing
short-term profit and margins is inevitable. Based on the revised revenue guidance, we revise down the total revenue for
FY19-FY21 by 4.0%/ 8.1%/ 9.9% to RMB 379,700 mn, RMB 512,936 mn and RMB 666,282 mn, respectively. Meanwhile, the
Company has told investors that this adjustment was mainly related to China retail business units. We think the macroeconomic
uncertainty may linger on in the short term, but it will not be a long-term concern. So we revise the growth rate of the Company’s
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China retail business for FY19-FY21 by -2.6ppts/ -2.1ppts/ 1.3ppts to 41.5%, 33.5% and 27.1%, respectively.

Figure-5: Alibaba Group Total Revenue Estimates

(RMB mn)
700,000 - - 80.0%

600,000 - [ 70.0%

- 9
500,000 - 60.0%

~ 50.0%
400,000 -
- 40.0%
300,000 -
r 30.0%

200,000 - L 20.0%

100,000 - r 10.0%

1 - 0.0%
FY13 FY14 FY15 FY16 FY17 FY18 FY19F FY20F FY21F

Source: the Company, Guotai Junan International.

The Company might not spend as aggressively as we previously expected. During 2QFY19, cost of revenue increased by
112.6% yoy to RMB 46,786 mn, representing 55% of revenue, up 15 ppts yoy. The surge in cost of revenue was due to 1)
consolidation of Cainiao Network and Ele.me, 2) spending in new retail businesses and Lazada, and 3) an increase in content
spending from Youku. As we mentioned in our last report, the Company’s strong revenue growth was underpinned by heavy
investment. The Company cut its FY19 revenue guidance; this shows that the Company has been staying alert to
macroeconomic uncertainty. Therefore, we believe that it might be a signal from the Company that it is prudent in its expenditure
in order to better control risks. Therefore, the Company’s spending might slow down in the rest of FY19. As a result, we slightly
revise down our forecasts on operating expenses for FY19-FY21 by 6.8%/ 4.2%/ 3.3% to RMB 101,515 mn, RMB 118,360 mn
and RMB 139,694 mn, respectively.

We tune down our bottom-line forecasts. Given that China retail business is a high profitable business, the Company has
decided not to monetize this business at the moment, which could weaken the Company’s profitability. All in all, spending by the
new businesses is being utilised to grab more market share; demonetization in China retail business units could have negative
impacts on cashflow and margins in the short term. We cut our non-GAAP net income forecasts for FY19-FY21 by -9.8%/
-11.8%/ -13.5% to RMB 91,466 mn, RMB 120,261 mn, and RMB 151,978 mn, respectively. This is due to the mixed effects of 1)
higher-than-expected gains from investment valuation and 2) lower revenue guidance.

Figure-6: Alibaba Group Margin Estimates Figure-7: Alibaba Group Non GAAP Net Profit
Estimates
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

The Company broke its GMV record for the Singles’ Day shopping festival. The Company’s Singles’ Day GMV achieved
RMB 213.5 bn in 2018, up 27% yoy. Over 40% of consumers bought from international brands. Also, 237 brands topped RMB
100 mn in GMV, including Apple, Dyson, Kindle, Estee Lauder, L’Oreal, Nestle, Gap, Nike and Adidas. During Singles’ Day, the
Company offered RMB 1 bn in "red packets" which provided rebates on goods and services to consumers. Meanwhile, it is the
first time that Cainiao Smart Logistics Network handled over 1 bn delivery orders, eclipsing last year's 812 mn. Furthermore,
Ele.me provided delivery for selected Starbucks stores across 11 Chinese cities. In addition, Tmall Collection’s "See Now, Buy
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Now" fashion show broadcasted live on 10 platforms, including Taobao, Youku, Weibo and Toutiao in late October. For the
international business, Lazada held its own first Singles’ Day shopping festival in its six Southeast Asia markets. In our view,
GMV growth of Singles’ Day remained solid. We can see that the Company has been very successful in promoting this big event
through its whole ecosystem, including e-commerce, entertainment, logistics, among the others. Therefore, we expect that more
synergy effects will be generated in the long term as there are a lot of internal cooperation opportunities within the Company.
Also, the success of the Singles’ Day shopping festival proved that the Company has further upgraded its capability in order to
deal with the high transaction volume.

Cut TP to US$ 195.00, but maintain the investment rating as "Buy". Even though the Company has revised its revenue
guidance, it is still possible for the Company to achieve 50% yoy revenue growth in FY19. This growth rate still outperforms its
global peers. More internal cooperation is expected, thus driving new business growth at a faster pace. We believe the
Company might generate long-term synergy effects within its ecosystems. We recommend a "Buy" investment rating for
long-term investors. We lower our TP to reflect 1) RMB depreciation risk, 2) uncertainty surrounding the unsolved Sino-US trade
war, and 3) revised down FY19 revenue guidance. Our TP represents 38.3x FY19E non GAAP PE.

Table 1: Alibaba Group's Revenue Breakdown

Revenue FY15 FY16 FY17 FY18 FY19F FY20F FY21F
China Core Commerce mn RMB 62,937 84,321 119,788 190,482 292,338 391,584 496,786
Retail mn RMB 59,732 80,033 114,109 176,559 249,891 333,711 423,982
Wholesale mn RMB 3,205 4,288 5,679 7,164 9,989 13,325 16,215
Cainiao Network mn RMB 0 0 0 6,759 14,811 20,370 27,092
Ele’'me mn RMB 0 0 0 0 17,648 24,178 29,497
International Core Commerce mn RMB 6,486 7,629 13,337 20,841 29,047 36,441 44,152
Retail mn RMB 1,768 2,204 7,336 14,216 20,998 26,521 32,247
Wholesale mn RMB 4,718 5,425 6,001 6,625 8,048 9,920 11,904
Other e-commerce mn RMB 0 385 755 2,697 4,539 6,164 7,381
Cloud Computing and Internet Infrastructure  mn RMB 1,271 3,019 6,663 13,390 25,176 46,073 81,781
Others (Includes: Digital media and Ent.,
and Innovation initiatives and others) mn RMB 5,510 5,789 17,730 22,856 28,600 32,673 36,182
Total mn RMB 76,204 101,143 158,273 250,266 379,700 512,936 666,282

Proportion %

China Core Commerce % 82.6% 83.4% 75.7% 76.1% 77.0% 76.3% 74.6%
Retail % 78.4% 79.1% 72.1% 70.5% 65.8% 65.1% 63.6%
Wholesale % 4.2% 4.2% 3.6% 2.9% 2.6% 2.6% 2.4%
Cainiao Network 0.0% 0.0% 0.0% 2.7% 3.9% 4.0% 4.1%
Ele’me 0.0% 0.0% 0.0% 0.0% 4.6% 4.7% 4.4%

International Core Commerce % 8.5% 7.5% 8.4% 8.3% 7.6% 7.1% 6.6%
Retail % 2.3% 2.2% 4.6% 5.7% 5.5% 5.2% 4.8%
Wholesale % 6.2% 5.4% 3.8% 2.6% 2.1% 1.9% 1.8%

Other e-commerce 0.0% 0.4% 0.5% 1.1% 1.2% 1.2% 1.1%

Cloud Computing and Internet Infrastructure % 1.7% 3.0% 4.2% 5.4% 6.6% 9.0% 12.3%

Others (Inclydefs:.I.Digital media and Ent., %

and Innovation initiatives and others) 7.2% 5.7% 11.2% 9.1% 7.5% 6.4% 5.4%

Total % 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: the Company, Guotai Junan International.
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Table 2: Alibaba Group's Quarterly Results and Projection

1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
_Income Statement 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18F 1Q19F 2Q19F
Revenue mn RMB 50,184 55,122 83,028 61,932 80,920 85,148 121,639 91,992 111,558
Cost of Revenue mnRMB  (17,460) (22,002) (35,078) (32,504) (43,720) (46,786) (69,091) (50,872) (61,947)
Gross Profit mn RMB 32,724 33,120 47,950 29,428 37,200 38,362 52,548 41,121 49,611
Sales and Marketing Expenses mn RMB (4,850) (6,266) (8,542) (7,641) (8,921) (9,106) (11,312) (9,199) (10,960)
General and Administrative Expenses mn RMB (3,679) (3,439) (4,572) (4,551) (6,645) (4,779) (6,447) (5,840) (7,376)
Product Development Expenses mn RMB (4,696) (5,083) (6,289) (6,686)  (11,510) (8,365) (9,731) (9,659) (9,732)
Amortization of Intangible Assets mn RMB (1,986) (1,748) (2,057) (1,329) (2,104) (2,611) (2,794) (2,104) (2,869)
Operating Profit mn RMB 17,513 16,584 26,490 9,221 8,020 13,501 22,264 14,318 18,674
Interest Expense mn RMB (800) (747) (844) (1,175) (1,213) (1,340) (1,353) (935) (1,206)
Interest and Investment Income/(Loss), Net ~ mn RMB 1,472 3,435 23,643 1,945 7,246 6,635 12,179 6,975 7,938
Other Income, Net mn RMB 1,887 1,737 (348) 884 (83) (1,532) 2,000 552 497
Impairment of Goodwill, intangible Assets mn RMB 0 0 (494) 0 0 0 (543) 0 0
Provision for Income Tax mn RMB (4,653) (2,719) (6,663) (4,164) (5,665) 277) (7,600) (4,600) (5,699)
Share of Results of Equity Investees mn RMB (1,388) (882) (18,452) (70) (655) 1,254 (271) (7,561) (249)
Minority Interest (After Tax) mn RMB 652 260 741 1,028 1,070 1,892 1,036 585 777
Net Income (Loss) to shareholders mn RMB 14,683 17,668 24,073 7,669 8,720 20,133 27,711 9,335 20,732
Source: the Company, Guotai Junan International.
Table-3: Peers Comparison
Company Market Cap Adjusted PE GAAP PE P/S Adjusted PEG
Stock Code  Currency  Last price mn HKD FY18F FY19F FY20F  FY18F FY19F FY20F FY18F FY19F FY20F  FY18-20
E-commerce
Alibaba Group Holding-Sp Adr BABA US usD 14485 29414562 275 284 220 37.7 399 290 6.8 5.0 3.8 24
Ebay Inc EBAY US usbD 29.63 2234900 129 115 100 122 152 135 25 23 21 0.9
Amazon.Com Inc AMZN US usbD 171243 6,559,5168 625 476 359 882 659 454 3.0 25 21 1.5
Yahoo Japan Corp* 4689 JT JPY 327 115,639.1 142 170 157 142 170 157 1.8 1.7 15 (3.5)
Rakuten Inc 4755 JT JPY 934 919784 135 206 233 133 201 231 1.1 1.0 0.8 (0.9)
Jd.Com Inc-Adr JDUS usD 217 2438253 714 376 218 na. 790 346 0.4 0.3 0.3 0.5
Vipshop Holdings Ltd - Adr VIPS US usb 5.06 26,236.6 9.1 7.9 6.5 10.5 9.6 7.3 0.2 0.2 0.2 04
58.Com Inc-Adr WUBA US usb 60.5 69,9028 253 181 139 306 2.0 1441 3.9 33 3.2 0.5
Ctrip.Com International-Adr CTRP US usb 26.13 111,606.0 233 212 154 480 332 228 27 23 19 0.9
Simple Average 288 233 183 318 333 228 25 2.1 1.8 0.3
Weighted Average 50.0 400 303 67.7 560 387 4.0 3.1 25 1.6
Internet Conglomerate
Tencent Holdings Ltd 700 HK HKD 2706 2,576,1747 287 226 176 265 219 169 5.5 43 33 0.8
Baidu Inc - Spon Adr BIDU US usb 183.75 501,7456 184 171 139 24 3.0 25 37 34 28 1.1
Alphabet Inc-CI C GOOG US usb 1066.15 5,836,0650 198 189 153 252 227 194 5.7 49 42 14
Microsoft Corp MSFT US usb 109.57 6,634,1944 286 247 219 499 249 220 6.8 6.2 55 1.7
Facebook Inc-A FB US usb 14496 3,268269.0 173 165 145 197 197 167 6.1 5.0 43 1.8
Softbank Group Corp* 9984 JT JPY 8771 663,156.0 88 119 6.1 89 123 6.4 1.0 1.0 1.0 0.6
Simple Average 203 186 149 221 174 140 4.8 4.1 35 1.2
Weighted Average 231 20.7 174 31.7 22.0 18.6 5.9 5.1 44 15
Simple Average 254 214 169 277 210 193 34 29 25 0.7
Weighted Average 325 274 219 442 33.8 256 5.2 44 3.7 15

Source: the Company, Guotai Junan International.
Note: * represents figures of FY19/ FY20/ FY21.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Mar (RMB m) FY17A FY18A FY19F FY20F FY21F Year end 31 Mar (RMB m) FY17A FY18A FY19F FY20F FY21F Oroi
o
Total Revenue 158,273 250,266 379,700 512,936 666,282 Property and Equipment, net 20,206 66,489 79,787 83,776 87,965 E
()
Cost of revenue (59,483) (107,044) (210,469) (291,959) (385,204) Investment Securities 36,143 47,569 146,999 166,426 185,470 -g
Gross profit 98,790 143,222 169,231 220,976 281,077 Investment in Equity Investee 120,368 139,700 87,564 72,942 81,225 °>)
(=)
Sales and Marketing Expenses (17.060) (27.299) (38,539) (47 473) (56,351) Goodwill 125,420 162,149 207,551 223,117 245,429 Z
N
General and Administrative Expenses (16,314) (16,241) (23,711) (29,102) (37,141) Intangible Assets 14,108 27,465 51,639 75,895 101,599 —
Product Development Expenses (12,239) (22,754) (39,265) (41,785) (46,202) Prepayments, Receivables and Other
Amortization of Intangible Assets (5,122) (7,120) (9,613) (12,910 (15,179) Assets 8,703 16,897 15,174 21,364 26,806
Impairment of Goodwill, intangible Assets 0 (494) (543) (598) (658) Total Non-current Assets 324,948 460,269 588,714 643,520 728,493
Operating Profit 48,055 69,314 57,560 89,109 125,547
Interest Expense (2,671) (3,566) (4,841) (5,427) (6,590) Cash & Cash Equivalents 143,736 199,309 193,647 235,950 286,501
Int. and Investment Income/(Loss), Net 8,559 30,495 33,035 35,723 38,200 Investment Securities 4,054 4815 10,112 11,123 12,513
Other Income, Net 6,086 4,160 937 1,708 1,121 Short-term Investments 3,011 6,086 9,129 10,042 11,247
Profit Before Tax 60,029 100,403 86,691 121,113 158,278 Prepayments, Receivables and Other
Income Tax (13,776) (18,199) (18,142) (26,645) (34,821) Assets 28,408 43,228 48,557 68,364 64,781
Profit After Tax 46,253 82,204 68,548 94,468 123,457 Restricted Cash and Escrow
Share of Results of Equity Investees (5,027) (20,792) (7,233) (5,926) (5,707) Receivables 2,655 3417 8,543 9,397 10,806
Non-controlling Interest 2,449 2,681 4,584 3,633 4,748 Total Current Assets 181,864 256,855 269,987 334,876 385,848
Shareholders' Profit/ Loss 43,675 64,093 65,899 92,176 122,498 Total Assets 506,812 717,124 858,701 978396 1,114,341
Non GAAP net income to shareholders 57,871 83,214 91,466 120,261 151,978
Non-GAAP EBITDA 74,456 105,792 120,187 149,353 206,050 Accrued Expenses, Accounts Payable,
Basic EPS 17.520 25.060 25.268 34.703 45215 and Other liabilities 46,979 81,165 95,917 91,847 88,899
Diluted EPS 16.970 24510 24716 33.945 44227 Current Bank Borrowings 5,948 6,028 13,651 14,548 16,179
Non GAAP Basic EP . X A . A Income Tax Payable 6,125 13,689 16,427 18,069 18,973
G S 23213 32.595 35.124 45217 56.096 I Tax Payabl
Non GAAP Diluted EPS 23440 32.860 34.357 44.288 54.871 Deferred Revenue-customer Advances 15,052 22,297 27,972 34,985 32,905
Merchant Deposits 8,189 9,578 9,122 14,875 16,786 %
Cash Flow Statement Escrow Money Payable 2322 3,053 6,106 6,717 6,952 <
om
Total Current Liabilities 93,564 135,810 169,194 181,041 180,693 é
Year end 31 Mar (RMB m) FY17A FY18A FY19F FY20F FY21F —
Operating Activities Non-current Bank Borrowings 76,835 119,525 156,983 167,299 186,060 pri4
Net income/(loss) 41,226 61412 61,316 88,542 117,750 Deferred Revenue 641 993 1491 1,865 2,338 :j]
Depreciation and Amortization 10,406 15,909 19,689 23,536 17,740 Deferred Tax Liabilities 10,361 19,312 21,243 24,430 21,987 =
Share-based Compensation Expense 15,995 20,075 38,657 34,707 37423 Other Liabilties 1,290 2,045 6,135 7,362 7,583 =
o
Share of Results of Eqity Investees 5,027 20,792 7,233 5926 5,707 Total Non-current Liabilties 89,127 141,875 185,852 200,956 217,968 2
Income Tax Payable 3335 7,564 5238 5527 4,778 Total Liabilities 182,691 277,685 355,046 381,997 398,661 6
3]
Deferred Income Taxes 281 976 370 543 710 %
Revaluation of previously held equity Total mezzanine equity 2,992 3,001 6,002 10,203 11,734 2
interest related to step acquisitions (770) (24,436) (31,152) (15,784) (16,049) <
Minority Interest 42,330 70,616 66,032 62,399 57,650
Other non cash gain or loss 1,046 7,520 (4,168) (3,946) (3/451)
Total Shareholders' Equity 278,799 365,822 431,621 523,797 646,295
Working Capital Change 3780 15,353 11,282 3,798 (4,799)
Total Equity 324121 439,439 503,656 596,399 715,680
Cash from Operating Activities 80,326 125,171 108,464 142,850 159,810
Total Liabilities, mezzanine &
Investing Activities
Shareholders’ Equity 506,812 717,124 858,701 978,396 1,114,341
Capital Expenditure (17,546) (29,836) (60,383) (57,113) (53,450)
Investment (36,656) (66,465) (52,202) (49,960) (60,239)
Disp. of PPE, intangible assets and inv. 9,545 13,381 4,014 4416 4,857 N N )
Financial Ratios
Others (33,707) (970) (15,727) (14,545) (17,705)
FY17A FY18A FY19F FY20F FY21F
Cash from Investing Activities (78,364) (83,890) (124,297) (117,203) (126,536)
Growth %
Financing activities
Non GAAP gross profit 451% 44.8% 19.9% 28.2% 26.8%
Net Bank Borrowings 29,333 33,625 45,080 11,214 20,392
Non GAAP EBITA 42.4% 40.2% 9.7% 29.1% 30.2%
Share issuance or repurchase 1,512 399 (15,534) (7,767) 1,754
Acq of addifonal equity interests in Non-GAAP EBITDA 42.3% 42.1% 13.6% 24.3% 38.0%
non-wholly owned subsidiaries 0 (13e2n  (17.034) "7 (12669) Non GAAP et profit to shareholders 35.2% 43.8% 9.9% 31.5% 26.4%
Others 2,069 (38) 2,621 5,166 5212
Cash from Financing Activities 32914 20,359 15,133 20,130 14,750 Margin %
Foreign Exchange Rate Effect 2042 (6,067) (4.962) (3473) 2521 Non GAAP gross margin 649%  594%  470%  446% 435%
Net Changes in Cash %18 55573 (566 42304 50551 Non GAAP EBITA margin BT% 8% B0%  268%  268%
Cash at Beg of Year 106818 143736 199309 193647 235950 Non-GAAP EBITDA margin 0% 423%  3T% 294%  309%
Cash at End of Year 13736 199300 193647 235950 286501 Non GAAP Net margin 66%  333%  264%  234% 22.8%

Source: the Company, Guotai Junan International.
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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:=, 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 B o T 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 hitE N 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 KAISA GROUP (01638 HK),GUOTAI JUNAN | (01788 HK),BINHAI INVESTMENT (02886 HK),VALUE A SHARE (03095
HK),CAM SCSMALLCAP (03157 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.

© 2018 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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