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A Wholly Owned Subsidiary Of China Merchants Bank

China Express Delivery Sector

Divergence in strategy among major players MARKET PERFORM
continued in Jun (Maintain)
Major express delivery companies released Jun operating figures. Most notably China Logistics

is that STO (002468 CH, NR) reported 2% YoY increase in ASP (the only player

that raised price) at the expense of only 5% YoY growth in shipment volume. We Wayne Fung, CFA

believe STO aims to reduce the loss through adopting less aggressive pricing (852) 3900 0826

strategy, given that STO is expected to report RMB140-160mn net loss in 1H21. Y ETE BT SRS

We continue to believe that the divergence in strategy among major players
suggests potential breakthrough in the industry consolidation. Besides, the
consultation paper released by the State Administration for Market Regulation in
early Jul stated that dumping products at low prices to exclude competitors will
be subject to five times the unlawful earnings. We believe the potential finalization
of such regulation will help stabilize the parcel ASP in future. We remain selective
and prefer ZTO (2057 HK / ZTO US, BUY) for its leading cost advantage.

B Parcel shipment volume in Jun: SF the highest; STO the weakest. For the
industry as a whole, parcel shipment volume grew 30% YoY to 9.7bn units in
Jun. SF (002352 CH, HOLD) delivered 38% YoY growth, above the industry
average. STO, however, reported only 5% growth in Jun, versus 9% in May.

B ASPin Jun: STO reported increase in ASP. For the industry as a whole, the
parcel ASP in Jun dropped 12% YoY and remained stable MoM. STO reported
2% increase in ASP (both YoY and MoM), the best among major players. SF
/Yunda (002120 CH) reported 11%/15% ASP decline YoY, due to aggressive
strategy to defend market share.

B Market share change in Jun. Yunda remained the highest in terms of market
share (16.9% in Jun) among the major players (excluding ZTO). SF reported
0.54ppt YoY increase in market share to 9.8%, the only major player that Related reports:

; ; 1. China Express Delivery —
gained market share. STO reported 2.27ppt YoY decrease in share. SR () G T s

among major playesr in May — 21

n 2021
Operating figures for the major express delivery players 2. JSUF Hcﬂding (002352 CH, HOLD) -
Industry YTO STO  Yunda SF Spin-off of intra-city instant
Parcel shipment volume (mn units) delivery business to unlock value
— 31 May 2021
Jun-20 7470 1174 866 1,270 689 3. ZTO (2057 HK, ZTO US, BUY) —
May-21 9223 1,469 928 1,612 868 Solid 1Q21 volume with resilient
Jun-21 9741 1488 Sl L 951 4 gimgilngw' %6225% CH, HOLD)
Change (YoY) 30% 27% 5% 29% 38% . — Further earnings down’side risk;
Change (MoM) 6% 1% 2% 2% 10% Wait for a better entry point — 12
ASP (RMB /unit Apr 2021
5. China Express Delivery Sector —
Jun-20 10.67 2.16 2.07 2.36 17.89 Bloody battle to end soon; War
May—Zl 9.37 2.04 2.07 2.02 15.59 for market share to continue;
Jun-21 9.41 2.10 2.12 2.02 15.90 BUY winners in the respective
Change (YoY) -12% -3% 2% -15% -11% playing fields — 14 Oct 2020
Change (MoM) 0% 3% 2% 0% 2%

Market share
Please cast your valuable vote

Jun-20 - 157%  116%  17.0% 9.2% for CMBIS research team in the
May-21 - 159%  10.1%  17.5% 9.4% : .
Jun-21 : 15.3% 0.3% 16.9% 0.8% 2021 Asiamoney Brokers Poll:
Change in ppt (YoY) - -0.44 -2.27 -0.14 0.54 .

Change in ppt (MoM) - 065 074  -062 035 https://euromoney.com/brokers

Note: ZTO does not disclose monthly figures
Source: The State Post Bureau, Company data, CMBIS
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Figure 1. Express delivery parcel ASP change (YoY) Figure 2: Parcel shipment volume growth (YoY)
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Figure 3: Express delivery revenue growth (YoY) Figure 4: Monthly market share trend
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Figure 5: Negative correlation (-43% in last 8 years) Figure 6: Parcel shipment growth has continued to
between CR8 and parcel shipment growth in China  outpace e-commerce value growth since 2019
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The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

Disclosure
CMBIS or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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