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QD USs Neutral
Price (at 03:00, 25 Aug 2018 GMT) US$6.02
Valuation US$ 3.00-12.00
- PER
12-month target uss 6.00
12-month TSR % -0.3
GICS sector Diversified
Financials
Market cap US$m 1,987
30-day avg turnover US$m 18.0
Number shares on issue m 330.0

Investment fundamentals

Year end 31 Dec
Revenue

EBIT

Reported profit
Adjusted profit
Gross cashflow
CFPS

CFPS growth
PGCFPS

EPS adj

EPS adj growth
PER adj

Total DPS
Total div yield
ROA

ROE
EV/EBITDA
Net debt/equity
P/BV

2017A 2018E 2019E 2020E

m 3,894.5 5,051.3 4,319.4 4,778.6
m 2,370.5 2,746.7 2,576.9 2,876.8
m 2,164.5 2,452.0 2,215.2 2,464.1
m 2,164.5 2,452.0 2,215.2 2,464.1
m 2,164.5 2,452.0 2,215.2 2,464.1
Rmb 6.86 7.46 6.76 7.52
% nmf 8.7 -9.4 11.2

X 6.0 5.6 6.1 5.5
Rmb 6.92 7.47 6.76 7.52
% nmf 8.0 -9.5 11.2

X 6.0 5.5 6.1 5.5
Rmb 0.00 0.00 0.00 0.00
% 0.0 0.0 0.0 0.0
% 125 145 135 135
% 22.7 23.1 17.4 16.3

X 5.4 5.0 5.4 4.8

% -6.2 23 -26.1 -315

X 1.3 1.2 1.0 0.8
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Note: Recommendation timeline - if not a continuous line, then there was no
Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, August 2018
(all figures in Rmb unless noted, TP in USD)
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Qudian
Ant Financial casts a shadow on its outlook

Downgrade to N. Though 2Q18 result was good, the loss of the strategic
partnership with Ant Financial casts a shadow on its outlook.

As such, we expect QD to face higher cost customer acquisition as well as
higher credit risks going forward.

Daibai is proved to fail due to low conversion rate and will stay loss-making.

Conclusion

e Downgrade to N. As expected, 2Q18 result was good but the outlook will be
challenging post the termination of the contract with Ant Financial. After that,
Qudian will not be able to acquire customers via the Laifengi Icon (“the Icon”)
on the portal of Alipay App. However, all transactions will still be done via
Alipay while it will keep its full access to Zhima Credit. Since this has been the
key risk we highlighted in our initiation report, our previous investment case
should no longer sustain.

Impact

e Optimistic guidance on new customer acquisition. Mgmt. believes that the
impact should be minor because only 30% of new users came from the Icon of
Alipay, while 30% came from the service window of Alipay and and 40% from
its App. However, we believe new users of the app should also come from the
icon because unqualified users were asked to download the App and thus the
icon should contribute more than 70% of its new users.

e Higher costs anyway. Since only 4m of 67.9mn registered users are active
borrowers, mgmt. indicated that they won’t need to increase the sales and
marketing expenses because they target to increase the repeat rates. While
some of these existing customers could be out of the market after the credit
crunch in 4Q17/1Q18, we believe it's unlikely for them to acquire new users
without paying for external traffic where credit risks are also higher.

e Dabai Auto also disappoints. Dabai only sold 8.4K cars in 2Q18, up from
6.4K in 1Q18, and far behind its own guidance. This result should is very
disappointing, as Qudian has fully mobilized its call-centre to direct customers
to Dabai in 2Q18 (report), and the slow sales suggest a very low conversion
rate. As such, mgmt. cut its sales target to 25K-30K cars from 100K guided
previously, and Dabai Auto will stay loss making in 2018.

Earnings and target price revision

e We cut our PT to US$6 from US$20 (based on 6x 2019E EPS vs 12x prev)
and reduce our EPS by 7%/39%/39% for 2018E/2019E/2020E to reflect the
impact of losing the access to Alipay’s customer base and weaker auto sales.

Price catalyst

e 12-month price target: US$6.00 based on a PER methodology.
e Catalyst: Slower growth in transactions, higher operating costs.
Action and recommendation

¢ Downgrade to N. We suggest investors to sit on the sidelines until mgmt.
proves its capability to surive without Ant Financial.

Please refer to page 4 for important disclosures and analyst certification, or on our website

www.macquarie.com/research/disclosures.
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Macquarie Research Qudian
Fig 1 Qudian - Financial Summary
Rmb MN 2017 2018E 2019E 2020E
Income Statements
Financing income - Cash Loans 3,642 3,375 1,471 1,324
Loans Facilitated 88,906 63,197 59,588 64,923
Growth 176% -29% -6% 9%
Financing income - Auto 0 139 532 789
Auto Sales 28 2,960 3,175 3,175
Growth 10321% % 0%
Sales commission fees - Merchandise 797 417 400 400
Sales commission fees - Auto 0 225 254 254
Penalty fees 8 32 40 43
Loan facilitation income 328 1,624 2,224 2,669
Total revenues 4,775 5,812 4,920 5,479
Cost of revenue -881 -761 -601 -700
Net revenue 3,895 5,051 4,319 4,779
Sales and marketing -432 -734 -745 -791
General and administrative -184 -340 -340 -357
Research and development -153 -174 -137 -164
Loss of guarantee liability -150 -171 -226 -271
Provision for loan principal -605 -886 -295 -319
Total operating expenses -1,524 -2,305 -1,742 -1,902
Other operating income 51 9 0 0
Income from operations 2,421 2,755 2,577 2,877
Non-operating income -1 75 92 92
Pre-tax profit 2,420 2,830 2,669 2,969
Tax xpenses -256 -378 -454 -505
Net profit 2,164 2,452 2,215 2,464
Balance Sheet
Cash and cash equivalents 6,832 3,215 4,935 7,143
Restricted cash 2,253 2,120 2,792 3,109
Short-term receivables 8,759 9,171 5,503 4,953
Long-term receivables 9 2,792 4,966 6,518
Others 1,528 1,891 1,891 1,891
Total assets 19,380 19,189 20,087 23,613
Short-term borrowings 7,979 5,603 4,109 5,110
Long-term borrowings 510 0 0 0
Deposits 0 148 465 547
Guarantee liabilities a7 86 86 86
Others 1,351 1,929 2,106 2,167
The liabilities 9,840 7,532 6,215 7,277
Total mezzanine equity 0 0 0 0
Common shareholders' equity 9,540 11,657 13,872 16,337
Non-controlling interests 0 0 0 0
Total shareholders' equity 9,540 11,657 13,872 16,337
Per Share Data
EPS 7.09 7.46 6.76 7.52
EPS (FD) 7.09 7.37 6.66 7.40
BVPS 31.3 35.6 42.3 49.8
DPS 0.00 0.00 0.00 0.00
ROA 203% 13% 11% 11%
Leverage (x) 0.23 1.65 1.45 1.45
ROE 0% 23% 17% 16%
Issued shares 305 328 328 328
W.A. shares 305 329 328 328
Source: Company data, Macquarie Research, August 2018
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Macquarie Quant View - Qudian (QD US)

The Quant View page below has been derived from models that are developed and maintained by Sales and Trading
personnel at Macquarie. The models are not a product of the Macquarie Research Department.

The quant model currently holds a reasonably negative view on Qudian. The A Attractive DI
’ P . ; g * isplays where the
strongest style exposure is Profitability, indicating this stock is efficiently )
o . A o company’s ranked based on
converting investments to earnings; proxied by ratios like ROE or ROA. The n
. . o . = the fundamental consensus
weakest style exposure is Price Momentum, indicating this stock has had ‘E Price Target and
weak medium to long term returns which often persist into the future. E Macquarie’s Quantitative
451/568 s Alpha model.
c .
. E) Two rankings: Local market
. . _GIOb‘"?lI ran'_( In * (China) and Global sector
Diversified Financials > (Diversified Financials)

Quant
¢ Global sector rank

50% (4/8)
3
3

% of BUY recommendations
Number of Price Target downgrades
Number of Price Target upgrades

¢ Local market rank

Factors driving the Alpha Model

For the comparable firms this chart shows the key underlying styles and their
contribution to the current overall Alpha score.

Macquarie Alpha Model ranking

A list of comparable companies and their Macquarie Alpha model score
(higher is better).
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Drivers of Stock Return

Breakdown of 1 year total return (local currency) into returns from dividends, changes
in forward earnings estimates and the resulting change in earnings multiple.

Macquarie Earnings Sentiment Indicator

The Macquarie Sentiment Indicator is an enhanced earnings revisions
signal that favours analysts who have more timely and higher conviction
revisions. Current score shown below.
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How it looks on the Alpha model

A more granular view of the underlying style scores that drive the alpha (higher is
better) and the percentile rank relative to the sector and market.

Normalized Percentile relative Percentile relative
Score to sector(/568) to market(/429)
Alpha Model Score -0.72 [ ] | ]
Valuation 0.28 1 I
Growth 046 I ]
Profitability 0.64 I I
Earnings Momentum 045 s |
Price Momentum -1.13 [ ] [ ]
Quality — -022 I —
Capital & Funding -1.24 1 |
Liquidity -155 [ |
Risk -1.27 1 1
Technicals & Trading 114 I
0 50 100 0 50 100

Source (all charts): FactSet, Thomson Reuters, and Macquarie Quant. For more details on the Macquarie Alpha model or for more customised analysis and
screens, please contact the Macquarie Global Quantitative/Custom Products Group (cpg@macquarie.com)
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >3% in excess of benchmark return
Neutral — return within 3% of benchmark return
Underperform — return >3% below benchmark return

Benchmark return is determined by long term nominal
GDP growth plus 12 month forward market dividend
yield, which is currently around 9%.

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Mazi Macquarie — South Africa

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie - Canada

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return
Underperform — return >5% below benchmark return

Macquarie - USA

Outperform (Buy) — return >5% in excess of Russell
3000 index return

Neutral (Hold) — return within 5% of Russell 3000 index
return

Underperform (Sell)— return >5% below Russell 3000
index return

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high-highest risk — Stock should be
expected to move up or down 60—-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.

* Applicable to Asia/Australian/NZ/Canada stocks
only

Recommendations — 12 months
Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 30 June 2018

AUINZ Asia RSA
Outperform 52.87% 61.26% 48.86%
Neutral 34.10% 27.25% 36.36%
Underperform 13.03% 11.49% 14.77%
QD US vs S&P 500, & rec history
— a0 SLP 305 Price Targst
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(all figures in USD currency unless noted)

USA CA EUR
47.54%  69.86%  46.61%
46.72%  21.92%  43.22%
5.74% 8.22% 10.17%

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

(for global coverage by Macquarie, 3.51% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 2.10% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 0.00% of stocks followed are investment banking clients)

Note: Recommendation timeline — if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, August 2018

12-month target price methodology
QD US: US$6.00 based on a PER methodology

Company-specific disclosures:

Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/research/disclosures.

Date Stock Code (BBG code)
23-Jan-2018 QD US
24-Nov-2017 QDb Us
14-Nov-2017 QD US

Target price risk disclosures:

Recommendation Target Price
Outperform US$20.00
Outperform US$24.00
Outperform US$36.00

QD US: Regulatory risk is the biggest hurdle to the sector. As fraud risk is manageable, default risk should be inevitable when the job market
deteriorates. It also faces liquidity risk, interest rate risk and execution risks.

Analyst certification:

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or
their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities.

General disclaimers:

Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital Markets North America
Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie
Securities (NZ) Ltd; Mazi Macquarie Securities (RF) (Pty) Ltd; Macquarie Capital Securities (India) Pvt Ltd; Macquarie Capital Securities (Malaysia) Sdn
Bhd; Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the purposes of the
Banking Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46
008 583 542 (MBL) or MGL. MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the above mentioned
entities. MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities
(Singapore) Pte Ltd for up to SGD 35 million. This research has been prepared for the general use of the wholesale clients of the Macquarie Group and
must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the
information in this research in any way. If you received it in error, please tell us immediately by return e-mail and delete the document. We do not
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guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. MGL has
established and implemented a conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to
regulatory requirements (including the FCA Rules) which sets out how we must seek to identify and manage all material conflicts of interest. Nothing in
this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any transaction. In
preparing this research, we did not take into account your investment objectives, financial situation or particular needs. Macquarie salespeople, traders
and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the
opinions expressed in this research. Macquarie Research produces a variety of research products including, but not limited to, fundamental analysis,
macro-economic analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from
recommendations contained in other types of research, whether as a result of differing time horizons, methodologies, or otherwise. Before making an
investment decision on the basis of this research, you need to consider, with or without the assistance of an adviser, whether the advice is appropriate
in light of your particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities
can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of
the investment. This research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty
that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions expressed are subject
to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising
from any use of this research and/or further communication in relation to this research. Clients should contact analysts at, and execute transactions
through, a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. The date and timestamp for above share price and
market cap is the closed price of the price date. #CLOSE is the final price at which the security is traded in the relevant exchange on the date indicated.
Members of the Macro Strategy team are Sales & Trading personnel who provide desk commentary that is not a product of the Macquarie Research
department or subject to FINRA Rule 2241 or any other regulation regarding independence in the provision of equity research.

Country-specific disclaimers:

Australia: In Australia, research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947), a participating organization of the
Australian Securities Exchange. Macquarie Securities (Australia) Limited staff involved with the preparation of research have regular interaction with
companies they cover. Additionally, Macquarie Group Limited does and seeks to do business with companies covered by Macquarie Research. There
are robust information barriers in place to protect the independence of Macquarie Research’s product. However, recipients of Macquarie Research
should be aware of this potential conflict of interest. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd,
a NZX Firm. Canada: In Canada, research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd., a (i) member of the
Investment Industry Regulatory Organization of Canada and the Canadian Investor Protection Fund, and (ii) participating organisation of the Toronto
Stock Exchange, TSX Venture Exchange & Montréal Exchange. This research is distributed in the United States, as third party research by Macquarie
Capital Markets North America Ltd., which is a registered broker-dealer and member of Financial Industry Regulatory Authority and the Securities
Investor Protection Corporation. Macquarie Capital Markets North America Ltd. accepts responsibility for the contents of reports issued by Macquarie
Capital Markets Canada Ltd. in the United States and sent to US persons. Any US person wishing to effect transactions in the securities described in
the reports issued by Macquarie Capital Markets Canada Ltd. should do so with Macquarie Capital Markets North America Ltd. This research is
intended for distribution in the United States only to major Institutional Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities
Exchange Act of 1934, as amended) and is not intended for the use of any person or entity that is not a major institutional investor. Research analysts
of Macquarie Capital Markets Canada Ltd. are not registered/qualified as research analysts with FINRA. The Research Distribution Policy of Macquarie
Capital Markets Canada Ltd. is to allow all clients that are entitled to have equal access to our research. United Kingdom: In the United Kingdom,
research is issued and distributed by Macquarie Capital (Europe) Ltd, which is authorised and regulated by the Financial Conduct Authority (No.
193905). Germany: In Germany, this research is issued and/or distributed by Macquarie Capital (Europe) Limited, Niederlassung Deutschland, which is
authorised and regulated by the UK Financial Conduct Authority (No. 193905). and in Germany by BaFin. France: In France, research is issued and
distributed by Macquarie Capital (Europe) Ltd, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority (No.
193905). Hong Kong & Mainland China: In Hong Kong, research is issued and distributed by Macquarie Capital Limited, which is licensed and
regulated by the Securities and Futures Commission. In Mainland China, Macquarie Securities (Australia) Limited Shanghai Representative Office only
engages in non-business operational activities excluding issuing and distributing research. Only non-A share research is distributed into Mainland China
by Macquarie Capital Limited. Japan: In Japan, research is Issued and distributed by Macquarie Capital Securities (Japan) Limited, a member of the
Tokyo Stock Exchange, Inc. and Osaka Exchange, Inc. (Financial Instruments Firm, Kanto Financial Bureau (kin-sho) No. 231, a member of Japan
Securities Dealers Association). India: In India, research is issued and distributed by Macquarie Capital Securities (India) Pvt. Ltd. (CIN:
U65920MH1995PTC090696), 92, Level 9, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai — 400 051, India, which is a
SEBI registered Research Analyst having registration no. INHO00000545. Malaysia: In Malaysia, research is issued and distributed by Macquarie
Capital Securities (Malaysia) Sdn. Bhd. (Company registration number: 463469-W) which is a Participating Organisation of Bursa Malaysia Berhad and
a holder of Capital Markets Services License issued by the Securities Commission. Taiwan: In Taiwan, research is issued and distributed by Macquarie
Capital Limited, Taiwan Securities Branch, which is licensed and regulated by the Financial Supervisory Commission. No portion of the report may be
reproduced or quoted by the press or any other person without authorisation from Macquarie. Nothing in this research shall be construed as a
solicitation to buy or sell any security or product. The recipient of this report shall not engage in any activities which may give rise to potential conflicts of
interest to the report. Research Associate(s) in this report who are registered as Clerks only assist in the preparation of research and are not engaged in
writing the research. Macquarie may be in past one year or now being an Issuer of Structured Warrants on securities mentioned in this report. Thailand:
In Thailand, research is produced, issued and distributed by Macquarie Securities (Thailand) Ltd. Macquarie Securities (Thailand) Ltd. is a licensed
securities company that is authorized by the Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is an exchange
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed
Companies made pursuant to the policy of the Securities and Exchange Commission of Thailand. Macquarie Securities (Thailand) Ltd does not endorse
the result of the Corporate Governance Report of Thai Listed Companies but this Report can be accessed at: http://www.thai-
iod.com/en/publications.asp?type=4. South Korea: In South Korea, unless otherwise stated, research is prepared, issued and distributed by Macquarie
Securities Korea Limited, which is regulated by the Financial Supervisory Services. Information on analysts in MSKL is disclosed at
http://dis.kofia.or.kr/websquare/index.jsp?w2xPath=/wg/fundMgr/DISFundMgrAnalystStut.xml&divisionld=MDIS03002001000000&serviceld=SDIS03002
001000. South Africa: In South Africa, research is issued and distributed by Mazi Macquarie Securities (RF) (Pty) Ltd, a member of the JSE Limited.
Singapore: In Singapore, research is issued and distributed by Macquarie Capital Securities (Singapore) Pte Ltd (Company Registration Number:
198702912C), a Capital Markets Services license holder under the Securities and Futures Act to deal in securities and provide custodial services in
Singapore. Pursuant to the Financial Advisers (Amendment) Regulations 2005, Macquarie Capital Securities (Singapore) Pte Ltd is exempt from
complying with sections 25, 27 and 36 of the Financial Advisers Act. All Singapore-based recipients of research produced by Macquarie Capital
(Europe) Limited, Macquarie Capital Markets Canada Ltd, Mazi Macquarie Securities (RF) (Pty) Ltd and Macquarie Capital (USA) Inc. represent and
warrant that they are institutional investors as defined in the Securities and Futures Act. United States: In the United States, research is issued and
distributed by Macquarie Capital (USA) Inc., which is a registered broker-dealer and member of FINRA. Macquarie Capital (USA) Inc, accepts
responsibility for the content of each research report prepared by one of its non-US affiliates when the research report is distributed in the United States
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