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3Q17 Results Beat Consensus, “Accumulate”
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Source: the Company, Guotai Junan International.
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58.com Inc. (“58.com” or “the Company”) delivered consensus-beating 3Q17 results. During 3Q17, total revenue
reached US$ 410.2 mn, up 33.3% yoy, beating expectations and exceeding the higher end of the Company’s previous guidance.
Revenue is mainly generated from memberships and online marketing services, which contributed US$ 149.8 mn and
US$ 250.2 mn, respectively. Gross margin improved to 91.6%, and slightly increased by 2 ppts yoy or 7 ppts goq. Non GAAP
net income reached US$ 72.1 mn while the non GAAP net margin stood at 17.5%. 4Q17 revenue guidance was between
US$ 395.5 mn and US$ 410.6 mn.

Total subscription-based membership accounts stood at 2,611,000 in 3Q17, up 26.3% yoy. Due to an increasing number
of subscription-based membership accounts, membership revenue reached US$ 149.8 mn, up 26.7% yoy. The Company is
enhancing membership ARPU in order to drive membership revenue. The price hike process is still ongoing for all paying
accounts, and it is expected to be finalized by the end of 2017. It is positive for growth of member revenue. Also, the strategy of
offering a better user experience and targeting lower-tier cities might help to sustain solid growth of subscription-based
membership accounts. We expect that new subscription membership accounts will surpass 3 million in 2018. Overall, the
increasing number of paying accounts with incremental membership subscription fees will help to raise revenue. So we predict
that revenue from memberships will grow 31.2%/ 20.2%/ 18.0% in FY17/ FY18/ FY19, respectively.

Figure-1: Growth of Paying Membership Accounts Figure-2: 3Q17’s Revenue Breakdown by Vertical Segment
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Online recruitment business continues to expand rapidly. The quarterly revenues for 3Q17 exceeded US$ 100 mn, which
accounted for approximately 30% of total revenue. Now Ganji and the ChinaHR teams are fully integrated with the 58.com team,
which has become the largest blue-collar online recruiting platform in China. 58.com has introduced instant messaging posts for
users to chat online, share pictures, leave voice messages and create video chats. These features provide a convenient way for
recruiters to recruit and job seekers to find jobs, so the whole process can be completed online. A better user experience can
improve word of mouth marketing. According to iResearch, the number of online job applicants reached approximately 145 mn
in 2016, and will reach 190 mn by 2019. The management stated that their objective is to be the largest online recruitment
services platform. However, we see that the Company’s strategy is shifting from higher-tier to lower-tier cities. We believe that
the blue collar job market will remain as the main focus of the Company’s recruitment business over the next few years. Most
blue collar candidates are mid- and low-income earners who actually come from smaller cities or counties. Also, the
management said that blue collar candidates generally change job twice a year. We think that growth of the blue collar job
market will outperform due to the popularization of smartphones and increasing penetration of internet in lower-tier cities. The
Company’s online recruitment business is expected to continue to grow rapidly; it could probably become the most profitable
business of the Company in the next few years. In our view, the white-collar job market will be the next target market in the long
term, until the blue-collar job market has been well-developed. Overall, we estimate online recruitment business to post 56%
yoy revenue growth in FY17.Revenue contribution from recruitment business will further increase in the future, and we expect
that it will achieve 35% revenue growth in FY18.
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Figure-3: Number of Online Recruiters in China Figure-4: Number of Online Job Seekers in China
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Despite a decline in property business contribution in FY17, we expect revenue of property business to grow 16% yoy
in FY17. Thanks to the better penetration in tier-3 and tier-4 cities and lower expectations at the beginning of FY17, results were
better than expected. The dominant position of 58.com and Ganji have jointly driven rental business, which partly offset the
impact of government curbs on property markets in top-tier cities. The management told investors that they will remain cautious
over the coming year because there is no clear sign that the government will ease tightening property policies. Against this
backdrop, 58.com is shifting its focus to lower-tier cities, because of fewer policy restrictions. 58.com is using new technology to
enhance user experience and hence improve customer loyalty and word of mouth marketing. From our perspective, house
prices are a key factor affecting property business revenue, which heavily depends on the government’s policy on the housing
market. The Chinese government is closely monitoring the property market to prevent a housing bubble and big fluctuations in
major cities. The housing markets in Tier-1 and Tier-2 cities have not yet weathered hard times. However, the Company’s
property business in 2017 still outperformed the market. It proves that the Company’s shifting focus strategy is effective. It is
expected that businesses in lower-tier cities will contribute more in the future, but the Company remains cautious on property
business in major cities. Overall, we think that revenue from property business will remain flat in the short to medium term.

Zhuan Zhuan could be the next theme, which is a used goods trading platform incubated by 58.com. In April 2017, the
Company signed an agreement with Tencent Holdings Limited (“Tencent”) to raise US$ 200 mn for developing Zhuan Zhuan.
58.com continues to provide business support to Zhuan Zhuan. Recent reports show that users of Zhuan Zhuan exceeded 100
mn and the transaction amount reached RMB 21 bn in 2017, up 200% yoy. According to Questmobile, DAU of Zhuan Zhuan
stood at approximately 17 mn as at September 2017. Furthermore, the management said that they would enlarge investment on
Zhuan Zhuan, and that they do believe in a bright future for Zhuan Zhuan. We believe that the ecosystem of Tencent might help
increase traffic volume to Zhuan Zhuan in order to accelerate its growth rate. In our view, the online used goods market is a
brand new market. As the sharing economy concept is spreading across China, the used goods market has become a valuable
market. It could be the next catalyst to the Company’s share price, even though margins may fluctuate in the near term.

Figure-5: 58.com's Revenue Growth Figure-6: 58.com’'s Profit Margin Estimates
(USD mn)
3,000 - - 180% 120% ~

- 160% 100% -
2,500

140% 80% -

2, 120%
,000 0% 60%
40% 26.0% 28.0%
0, 0, .0y
80% & 20.6% 23.5% ’

20% 1 66% 10.0%

1,500

1,000 60%

40% 0% - g T T T 1
500 2014 2015 2017F 2018F 2019F 2020F
20% -20% - )
0% -40% _
2012 2013 2014 2015 2016 2017F 2018F 2019F 2020F ~—Non GAAP gross margin = Non GAAP operating margin
I Revenue e====  growth yoy Non GAAP net margin
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

24 November 2017

58.com Inc. 58[A#% (WUBA US)

- Company Report

See the last page for disclaimer Page 3 of 7



O ERERIES

GUOTAI JUNAN SECURITIES 58.com Inc. (WUBA US)

Raise Target Price to US$ 85.00 but maintain investment rating as "Accumulate". 58.com has dominated China’s online
blue-collar recruitment market. The strategy of expanding into the market of lower-tier cities and offering more value-added
services helps 58.com cement its market leading position in China’s online blue collar recruitment market. It could be their most
profitable business over the next few years. Gross margin is very stable, staying above 90%, which reflects the Company’s high
operational efficiency. We revise up our FY17-FY19 non GAAP net income estimates to US$ 223.3 mn, US$ 302.7 mn, and
US$ 469.8 mn. Raise TP to US$ 85.00, representing 6.7x 2018E PS and 44.4x 2018E non GAAP PE. Risk factors: further
policy tightening in the property market, lower-than-expected growth in the online recruitment business or unsuccessful
development of business in the lower-tier cities.

Table 1: Quarterly Results of 58 Group

(US$ Million) 3Q16 4Q16 1Q17 2Q17 3Q17 3Q17 yoy 4Q17F 1Q18F
Total revenues 306.5 306.6 288.2 382.8 410.2 33.9% 4074 360.6
Cost of revenues (26.5) (31.0) (28.9) (34.7) (34.3) 29.6% (40.7) (35.7)
Gross profit 280.0 2756 259.3 348.1 375.9 34.3% 366.6 3249
Sales and marketina expenses (188.2) (179.2) (180.6) (189.2) (202.8) 7.8% (232.2) (222.4)
Research and development exnenses (45.8) (45.8) (45.6) (47.7) (56.2) 22.6% (57.8) (57.7)
General and administrative expenses (24.5) (22.1) (21.8) (25.2) (38.2) 55.9% (28.5) (25.8)
Incomel/(loss) from operations 215 285 13 86.0 78.7 266.1% 48.1 191
Interest income (2.6 (1.4) (0.8 0.7) 0.3 na. 0.3 (0.3)
Investment income/(loss), net 0.2) (19.1) 1.1 371 8.4 na. 15 53
Foreian currency exchanae income/(loss)., net 0.4) 0.0 (0.0) 0.0 0.0 na. 0.0 0.0
Share of results of equity investees (53.1) (32.9) (14.4) (30.7) (27.4) -48.4% (25.5) (12.9)
Others. net 38 0.1 0.1 0.5 6.4 68.1% 25 26
Income/(loss) before tax (31.0) (24.6) 27 92.1 66.4 na. 269 13.8
Income tax benefits/(expenses) 18 5.5 0.3 (8.2) (7.7 na. (27 2.1
Netincome/(loss) (29.2) (19.2) (2.5 83.9 58.7 na. 24.2 17
Add: Net loss attributable to noncontrolling interests 0.1) 0.1 (0.0) 0.3) 0.3) 224.1% (0.1) 0.1)
Deemed dividend to mezzanine classified noncontrolling interests (0.6) 0.7) (07) (4.0) (5.2) 750.1% (52) (5.2)
Net income/(loss) attributable to 58.com Inc. (29.9) (19.7) (3.1 79.6 53.2 na. 18.8 6.4
Basic ADS (0.208) (0.136) (0.022) 0.542 0.359 na. 0.129 0.044
Diluted ADS (0.208) (0.136) (0.022) 0.542 0.359 na. 0.129 0.044
Non GAAP operating profit 40.0 46.7 315 105.7 99.9 150.2% 69.9 46.9
Non GAAP net income (0.6) 0.7) 153 97.7 721 na. 38.2 294

Source:the Company, Guotai Junan International.
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Table-2: WUBA Group’s Peers Comparison

Company Stock Code Currency Lastprice Market Cap Adjusted PE GAAP PE EVIEBITDA PS
(million)  mnHKD  FY17F FY18F FY19F FY17F  FY18F FY19F FY17F FY18F FY19F FY17F FY18F FY19F N

-

Global Large Ecommerce Conglomerate Q

Alibaba Group Holding-Sp Adr BABAUS  USD 189.84 3,796,809.8 55.2 377 288 767 476 349 431 290 214 206 131 97 g

Ebay Inc EBAYUS USD 3594 2931646 17.9 16.1 145 183 201 181 89 79 70 39 37 34 g

Amazon.Com Inc AMZNUS  USD 1156.16 4,350,560.5 99.3 718 488 267.0 1374 763 291 210 155 31 24 20 g

Yahoo Japan Corp 4689 JT JPY 506 202,260.2 21.1 215 193 2141 216 194 106 103 89 34 32 30 <

Rakuten Inc 4755 JT JPY 11285 1135846 19.2 184 153 200 199 166 105 104 90 18 16 14 o

Simple Average 425 331 253 806 493 330 205 157 124 65 48 39

Weighted Average 74.6 53.3 37.8 167.3 904 543 339 237 175 107 71 54

China Vertical Ecommerce

Jd.Com Inc-Adr JDUS usb 39.79 4438184 959 51.0 309 na. 81.0 344 762 357 179 10 08 06

Vipshop Holdings Ltd - Adr VIPSUS  USD 8.44 38,8918 122 112 96 26 21 16 84 66 47 05 04 03

58.Com Inc-Adr WUBAUS  USD 79.2 90,6125 51.7 342 248 T44 405 290 364 233 158 78 63 52

Ctrip.Com International-Adr CTRPUS  USD 48.03  192,500.2 51.8 369 245 133 85 50 452 302 191 60 48 38

Simple Average 52.9 333 225 3041 330 175 415 239 144 38 31 25

Weighted Average 75.3 434 2715 123 540 247 603 314 173 31 24 20

China Internet Conglomerate

Tencent Holdings Ltd 700 HK HKD 419.6 3,985,748.6 52.0 401 308 48.1 389 298 36.1 273 205 141 102 79

Baidu Inc - Spon Adr BIDUUS  USD 24965 674,286.7 29.6 212 212 293 281 218 238 196 147 67 55 45

Simple Average 40.8 336 260 387 335 258 300 234 176 104 78 6.2

Weighted Average 48.7 382 294 454 374 286 343 261 197 130 95 74

Global HR Companies

Recruit Holdings Co Ltd 6098 JT JPY 2626.5 312,559.2 514 309 271 5441 313 276 185 155 132 24 20 19

Manpowergroup Inc MANUS  USD 127.55 66,006.0 18.2 166 152 181 166 153 10.0 87 76 04 04 04

Randstad Holding Nv RANDNA  EUR 49.955 84,6525 12.2 114 110 149 128 131 93 82 76 04 04 04

51Job Inc-Adr JOBSUS  USD 61.72 29,7772 2941 243 197 na na. na 222 168 137 89 73 65

Simple Average 217 208 183 29.0 203 187 150 123 105 30 25 23 —

Weighted Average 38.9 252 223 393 243 218 160 134 115 22 19 17 %
&

Simple Average 411 299 228 506 362 245 259 180 131 54 41 34 g

Weighted Average 65.2 471 341 116.2 694 435 348 245 180 108 75 57 ;

Source: Bloomberg, Guotai Junan International. Prices as at November 24, 2017. =
8
£
IS
8
8
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Financial Statements and Ratios

Income Statement 2015A  2016A  2017F  2018F 2019F Balance Sheet 2015A 2016A  2017F  2018F  2019F
Total revenues 714.8 1.094.4 1.488.6 1.830.2 2.165.9 Current assets ~
Cost of revenues (51.3) (102.0) (138.7) (174.2) (195.4) Cash and cash equivalents 4833 1731 3275 4575 649.8 §
Gross profit 663.6 9925 1,349.9 1,656.0 19705 Restricted cash 48 166.1 1744 183.1 192.2 ©
Sales and marketing expenses (689.0) (712.3) (804.8) 972.7) (1,130.8) Term deposits 0.0 38 4.2 4.6 5.1 E
Research and development expenses (121.4) (159.7) (207.3) (259.2) (285.6) Short-term investments 412 120.2 126.2 1325 1391 %
General and administrative expenses (105.0) (86.8) (113.7) (125.4) (139.8) Accounts receivable, net 54,0 61.3 101.9 98.7 1387 §
Incomel(loss) from operations (251.9) 337 2241 2985 4143 Prepayments and other current assets 0.0 0.0 0.0 0.0 0.0 N
Interest income (4.0) (7.3) (2.4) (1.5) (0.8) Total current assets 76.9 61.4 142.5 88.2 161.1
Investment income/(loss), net (44.1) (21.0) 48.1 242 266 660.3 585.7 876.6 964.5 1,285.9
Foreign currency exchange income/(loss), net 7 (0.5) 0.1 0.2 0.2 Non-current assets
Share of results of equity investees (95.7) (133.6) (98.0) (79.2) (63.4) Property and equipment, net 1231 2135 2348 2583 2841
Others, net 126.5 99 95 1.3 13.8 Intangible assets, net 2715 2209 219.9 197.9 178.1
Incomel(loss) before tax (270.9) (118.8) 182.7 2535 390.7 Land use rights, net 06 05 0.6 0.7 0.7
Income tax benefits/(expenses) 8.0 7.3 (18.3) (38.0) (20.8) Goodwill 2,461.2 2,292.6 2,292.6 2,292.6 2,292.6
Net income/(loss) (263.0) (111.4) 164.4 2155 369.9 Long-term investments 391.3 305.4 381.7 4772 596.5
Add: Net loss attributable to noncontrolling interests 12.9 07 (0.7) (1.0) (1.7) Long-term prepayments 159.3 323 371 427 49.1
Deemed dividend to mezzanine classified noncontrolling interests 0.9 (2.4) (15.2) (21.0) (21.0) Total non-current assets 3,406.9 3,065.1 3,166.7 3,269.3 3,401.1
Net income/(loss) attributable to 58.com Inc. (250.9) (113.0) 1485 1935 347.2 Total assets 4,067.2 3,650.9 4,043.3 42338 4,687.0
Basic EPS (1.070) (0.394) 0.493 0612 1.045 Current liabilities
Basic ADS (2.140) (0.787) 0.986 1223 2.090 Short-term loan 275.0 265.6 176.5 98.6 50.7
Accounts payable 101.6 88.2 153.7 1237 180.8
Weighted average number of ordinary shares Basic 234.8 287.0 301.3 3164 332.2 Deferred revenues 2071 266.1 386.4 4158 4743
Weighted average number of ADS Basic 1174 1435 150.7 158.2 166.1 Customer advances and deposits 151.1 178.2 148.1 202.9 188.7
Taxes payable 10.2 9.0 9.4 9.9 104
Non GAAP gross profit 663.7 992.7 1,350.1 1,656.4 1,971.0 Salary and welfare payable 791 79.8 140.4 130.3 142.6
Non GAAP operating profit (193.3) 109.2 307.0 430.3 562.1 Accrued expenses and other current liabilities 335.9 104.9 221.3 250.0 2841
Non GAAP net income attributable to 58.com Inc. (182.5) (30.4) 2233 302.2 469.1 Total current liabilities 1,160.1 991.8 1,235.8 1,231.2 1,331.6
Long term loans 0.0 216 14.4 8.0 41 -
Cash Flow Statements 2015A  2016A  2017F  2018F 2019F Deferred tax liabilties 66.2 539 593 652 "7 %
&
Net income/(loss) (263.0) (111.4) 164.4 2155 369.9 Other non-current liabilities 4.0 10.1 1.1 122 134 )
Share-based compensation expenses 28.1 384 50.9 100.7 119.1 Total non-current liabilities 70.2 85.6 847 854 89.3 5-/
Depreciation and amortization expenses 332 58.6 137.3 136.4 136.9 Total liabilities 1,230.3 1,077.4 1,320.6 1,316.6 1,420.9 §
Other non cash gains/loss 482 167.4 (48.2) (24.4) (26.8) é
Working capital change 164.4 1191 2115 130.8 354 Mezzanine equity LZ
Net cash provided by/(used in) operating activities 10.8 2721 515.9 558.9 634.4 Mezzanine equity -non controlling interests 15.0 125 125 125 125 =
Total mezzanine equity 15.0 125 125 125 125 %
Cash flows from investing activities: g

Capex (196.7) (30.7) (134.3) (137.9) (142.9) Total shareholders’ equity 28148 2,551.3 2,699.8 2,893.3 3,240.5
Investment (291.0) (537.6) (352.2) (376.4) (436.6) Non controlling interests 71 97 104 1.4 131
Other cash proceeds related to investing activities. 445 0.9) (1.1) (1.3) (1.6) Total equity 2,821.9 2,561.0 2,710.3 2,904.7 3,253.6
Net cash used in investing activities (443.2) (569.1) (487.5) (515.6) (581.0) BVPS 24.0 17.8 17.9 183 19.5
Cash flows from financing activities: Key Indicators 2015A 2016A 2017F 2018F 2019F
New share issuance 4034 30 34 37 41 Growth%

Net borrowings 4016 13 28.9 16.4 2719 Non GAAP gross profit 164.3% 49.6% 36.0% 22.7% 19.0%
Others 0.0 41 832 545 92.9 Non GAAP operating profit na. -156.5% 181.2% 40.2% 30.6%
Net cash provided by financing activities 805.0 85 1155 746 124.9 Non GAAP net income na. -83.3% na. 35.3% 55.2%
Effect of exchange rate changes on cash and cash equivalents (30.9) 9.2 105 121 13.9 Margin%

Net increase/(decrease) in cash and cash equivalents 341.0 (279.4) 154.4 130.1 192.2 Non GAAP gross margin 92.8% 90.7% 90.7% 90.5% 91.0%
Cash and cash equivalents at the beginning of the year 114 4524 173.1 3275 4575 Non GAAP operating margin -27.0% 10.0% 20.6% 23.5% 26.0%
Cash and cash equivalents at the end of the year 4524 1731 327.5 457.5 649.8 Non GAAP net margin -25.5% -2.8% 15.0% 16.5% 21.7%

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 Lk s NI Relative Performance>5%;

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

or the fundamental outlook of the sector is neutral.

Underperform MR 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 director in the listed corporation mentioned in this Research Report.

(2) The Analysts and their associates have no financial interests in the listed corporation mentioned in this Research Report.

(3) Except for GUOTAI JUNAN INTERNATIONAL (01788 HK),BINHAI INVESTMENT (02886 HK),MR CSI300 ETF (03127 HK),CAM
SCSMALLCAP (03157 HK),LINK HOLDINGS (08237 HK),MR CSI300 ETF-R (CNY) (83127 HK),GFI MSCI A I-R (CNY) (83156
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 within the preceding 12 months for the listed
corporation mentioned in this Research Report.

(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.

© 2017 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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