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China Internet Sector
2021 "11.11": Heading into high-quality growth

2021 “11.11” delivered mild GMV momentum, with focus on high-quality growth
and livestreaming & domestics trend. Alibaba GMV was soft at + 8.5% YoY
(below mkt expectation of double-digit growth), while JD GMV was solid at +28.6%
YoY (vs. 32.8% YoY in 2020). PDD did not release its GMV, but emphasized
more on agricultural goods and domestics promotion. Mkt expectation was
already low, given challenging macro and SFV’ share gain. Looking ahead, we
expect ecommerce platforms to rely less on shopping festival promotion, with
priority shifting to quality growth and experience enhancement on both user &
merchant side. Our pecking order: PDD > Kuaishou > BABA > Baozun.

m  Alibaba (BABA US, BUY): At its 13% “11.11” Shopping Festival, Alibaba
delivered moderate GMV at RMB540.3bn, + 8.5% YoY (vs. 26% in 2020),
slightly below market expectation. Such deceleration was mainly attributable
to 1) soft consumption amid COVID cases, macro challenge, tightening
regulation, and 2) short videos’ share gain. BABA prioritized on user
experience, inclusiveness and merchant support in this event, with 1)
offering senior-friendly version; and 2) 65% of participated brands coming
from SMEs or new brands. Looking ahead, we expect BABA to focus more
on high-quality growth, and we are prudent on its CMR momentum in next
few quarters (forecasting single-digit growth).

m  Pinduoduo (PDD US, BUY): Similar to 2020, PDD did not disclose its GMV
number in 2021 “11.11”. PDD emphasized more on agricultural products and
domestics promotion. We keep positive on its 2H21E GMV growth and CGP
momentum (double-digit QoQ growth). Moving into FY22E, we expect solid
growth to continue (forecasting GMV +30% YoY), backed by its ARPU
upside, ROI-driven S&M, strong user engagement and CGB contribution.

m  JD (JD US): JD GMV reached 349.1bn, +28.6% YoY (vs. 32.8% YoY in
2020), above market expectation, mainly on: 1) strong performance of 3C
products and FMCG; and 2) lower-tier cities contribution from Jingxi platform.
We expect this strong GMV to support its 4Q21E trend, coupled with
continuous margin recovery.

Valuation Table

Company Ticker Mkt cap Currency  Price CMBI  CMBI PS

USD mn Raiting TP| FY21E FY22E  FY23E | FY21E FY22E FY23E
China Internet Giants
Tencent 700 HK 579,888 HKD 470 BUY 640 27.7 229 19.0 6.4 5.4 4.6
Alibaba BABA US 446,731 usD 165 BUY 255 18.1 15.2 12.4 3.1 2.6 2.2
Baidu BIDU US 56,587 usD 163 BUY 248 18.9 15.6 12.2 29 25 2.2
JD JD US 125,187 usbD 80 NA NA 58.2 38.4 24.4 0.8 0.7 0.6
Meituan 3690 HK 221,138 HKD 281 BUY 383 NA NA 81.8 7.8 5.6 4.3
Pinduoduo PDD US 108,623 usbD 87 BUY 175 NA 74.5 32.2 6.4 45 34
NetEase NTES US 67,957 usbD 101 BUY 120 24.2 20.8 17.8 5.0 4.3 3.8
Didi DIDI US 39,744 usD 8 NA NA 75.9 NA 52.7 13 11 0.9
Kuaishou 1024 HK 51,516 HKD 96 BUY 110 NA NA NA 4.1 3.0 2.3
Average 29.4 22.6 19.7 4.2 3.3 2.7
E-commerce
Alibaba BABA US 446,731 uUsbD 165 BUY 255 18.1 15.2 12.4 &l 2.6 2.2
JD JD US 125,187 usbD 80 NA NA 58.2 38.4 24.4 0.8 0.7 0.6
Pinduoduo PDD US 108,623 usb 87 BUY 175 NA 74.5 322 6.4 4.5 34
Meituan 3690 HK 221,138 HKD 281 BUY 383 NA NA 81.8 7.8 5.6 4.3
Vipshop VIPS US 7,607 usb 11 NA NA 7.6 6.8 5.8 0.4 0.4 0.3
Yatsen YSG US 1,800 usb 3 NA NA NA NA NA 1.6 12 0.8
Baozun BZUN US 1,340 UsbD 17 BUY 28 19.4 135 9.7 0.9 0.7 0.6
Average 25.8 18.5 16.9 3.0 22 1.8

Source: Company data, CMBIS estimates
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Figure 1: BABA’s “11.11” GMV
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Source: Company data
Notes: 2020, 2021 GMV refers to data from 11.01 to 11.11, while 2013-2019 GMV refers to data on 11.11.

Figure 1: BABA vs. JD “11.11” GMV growth Figure 2: TOP3 platform mkt share on 11.11
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Figure 4: Peers valuation

Company Ticker Mkt cap Currency  Price CMBI  CMBI PE PS FY21-23 EPS
(USD mn) Raiting TP| FY2IE FY22E  FY23E FY2IE FY22E  FY23E
E-commerce
“Pinduoduo PDD US 108,623 usD 87 BUY 175 NA 74.5 32.2 6.4 45 3.4 NA NA 487  844%
Alibaba BABA US 446,731 usD 165 BUY 255 18.1 15.2 12.4 3.1 2.6 2.2 21.9 16.4 125 19%
JD.com JDUS 125,187 usD 80 NA NA 58.2 38.4 24.4 0.8 0.7 0.6 NA 54.4 25.4 52%
Vipshop VIPS US 7,607 usD 1 NA NA 7.6 6.8 5.8 0.4 0.4 0.3 5.5 438 41 14%
Suning.com 002024 CH 6,545 CNY 5 NA NA NA NA 23.0 0.2 0.2 0.1 NA NA 23.8 NA
Baozun BZUN US 1,340 usD 17 BUY 28 19.4 135 9.7 0.9 0.7 0.6 19.6 113 7.7 38%
Meituan 3690 HK 221,138 HKD 281  BUY 383 NA NA 81.8 7.8 5.6 43 NA NA NA NA
Average 25.8 18.5 26.2 2.2 1.7 14 15.7 21.7 14.7 31%
Global Ecommerce
Amazon AMZN US 1,763,352 uUsD 3,477 NA NA 54.2 429 31.2 3.7 3.2 2.7 72.6 53.5 35.8 29%
SEA SE US 197,092 usD 357 NA NA NA NA NA 20.9 13.8 10.4 NA NA NA NA
eBay EBAY US 47,752 usD 76 NA NA 18.1 17.9 16.0 46 4.4 41 155 15.1 14.0 14%
Groupon GRPN US 677 usD 23 NA NA 23.0 7.6 5.6 0.7 0.7 0.6 NA 11.2 9.0 82%
Average 318 22.8 17.6 75 5.5 45 44.0 26.6 19.6 42%
Social platform
Tencent 700 HK 579,888 HKD 470 BUY 640 27.7 22,9 19.0 6.4 5.4 46 20.9 195 165 21%
Weibo WB US 9,918 usD 44 NA NA 14.4 13.0 11.4 45 4.0 36 131 118 10.1 13%
Kuaishou 1024 HK 51,516 HKD 9% BUY 110 NA NA NA 41 3.0 2.3 NA NA NA NA
Bilibili BILI US 29,012 usD 75  BUY 110 NA NA NA 9.6 6.7 49 NA NA NA NA
Snap SNAP US 84,128 usD 52 NA NA NA 90.9 39.7 20.9 15.0 10.4 NA NA 57.1 81%
Facebook FB US 934,254 uUsD 336 NA NA 22.0 21.7 19.2 7.9 6.7 5.6 18.8 185 15.4 9%
Average 21.4 37.1 22.3 8.9 6.8 5.3 17.6 16.6 24.8 31%
Average 26.3 20.0 16.2 6.0 46 36 235 21.6 19.3 34%

Source: Bloomberg
Note: Data updated by 12 Nov 2021
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Analyst Certification

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.

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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CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS does not
provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments and strategies, and encourages investors to
consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or its affiliate(s)
to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or enter into any
transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss, damage or expense
whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information contained in this report
does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIS
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information, advices
and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other publications having information and/ or
conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIS may make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf of
its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with the companies in this
report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS will not assume any
responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or published
in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.
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This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
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provided in this report should do so only through a U.S.-registered broker-dealer.
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