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3Q18 Results Beat, Growth of Paying Membership Accounts
Retreated, "Accumulate”
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o 58.com Inc ("58.com" or the "Company") posted consensus-beating .
3Q18 results. During 3Q18, total revenue reached RMB 3,626.8 mn, up Rating: Accumulate
33.2% yoy, beating consensus by 2.0% and exceeding the higher end of the
Company's previous guidance. Gross margin hit 89.5%, a decrease of 2.1 T Yo
ppts yoy. Non GAAP net income attributable to ordinary shareholders
reached RMB 843.5 mn, up 76.2% yoy. 4Q18 revenue guidance was
between RMB 3,500 mn and RMB 3,600 mn, representing growth rate of 6-18m TP H#sfh: US$80.00
26.6% to 30.2%.
L] Key points: 1) Total subscription-based paid membership accounts ADS price ADS{/11&: US$55.250
grew by 13.7% yoy to 2,968,000 in 3Q18. The yoy growth rate of
subscription-based paid membership accounts hit the slowest growth rate
since 2016. 2) Online marketing services reported strong growth in Stock performance
3Q18. The contribution of online marketing services increased by 3.2 ppts to i F
64.2% of total revenue. 3.) Expanding user scale remains top priority for -
the Company, however, user acquisition costs are increasing faster. The 2
Company's costs will continue to go up, in particular the user acquisition cost.
Margin is expected to be under pressure in the near term. 10 M
L] Cut Target Price to US$ 80.00 with investment rating as "Accumulate”. 0 l"']1 N
We think the slowdown of paid membership accounts has had negative
impact on membership revenues and online marketing revenues. The ) \\j
Company will continue to expand its user scale, even though user acquisition
cost is increasing. Our TP represents 6.2x 2018E PS and 30.0x 2018E (20)
non-GAAP PE.
e 58 F("AF")2018 EHE=FHWHRTHEHTH. 2018 FHE=FHIWNEHART .
3,626.8 FJivG, [ILLIE 33.2%, #HI 2.0% K ULHTIAFE 5 LR, BRIZiL 89.5%, [F @ty s wads  Maps s S8 Novas
LB 2.1 M E 4 sl AE GAAP AR RIIEE 2 AR T 843.5 H 157G, [A L1 76.2%.2018
SRR ISR 51 7E AR 1T 3,500 F 73764 A IR 1T 3,600 Fi 737G, A1 29T 26.2%% 30.2% \ASOAQ CONP dex -
RS
®  ER: 1) 2018 EF=FHMNRAKS FALLHEK 13.7%= 2.968 BAA. R ARL
WKEQTH 2016 FRIGKT. 2) ELREHRST 2018 FHE=FFRI/K. C&E Change in ADS Price M M 1y
BRI TTIRIE K 3.2 AN E 2 B2 GBI 64.2%. 3) A HETREE BT, AR 14 34 14
{EF P IRBURA R MR . A 7 A4S BTE, Rl P SREURA . T S TR LE 4 ADS. %
. i) 0% (10.00) (27.25) (26.69)
S I e e e s oo @8y asse  @osy
L4 TR Efnity 80.00 58, BIARRA WS BATIAAT 22 R T8GR X 22 TN Avg. ADS price(US$)
B AR E BRSSO SO . R P RO A G A B g R P TR (D) 61.68 66.97 73.86
UL, HER AR T 6.2 £ 2018 4- TR 117 #1951 30.0 1) 2018 4ETRMIE GAAP i % Source: Bloomberg, Guotal Junan International.
Year End Turnover Net Profit ~ Earnings/ADS Earnings/ADS PER BV/ADS PBR DP ADS Yield ROE
CRT LLON BAREF] 44 ADS 157 K4 ADS m#EE &4 ADS mEE &4 ADS g5 E R i T e S
RIAES) e 17958
12/31 (RMB m) (RMB m) (RMB) (& %) ) (RMB) ) (RMB) (%) (%)
2016A 7.592 (784) (5.462) n.a. (70.3) 123.344 3.1 0.000 0.0 (4.4)
2017A 10,069 1,285 8.818 n.a. 40.8 134.443 27 0.000 0.0 6.9
2018F 13,127 2,168 14.656 66.2 26.0 147.113 2.6 0.000 0.0 10.5
2019F 16,033 2,707 18.028 23.0 21.1 162.966 2.3 0.000 0.0 11.7
2020F 18,575 3,334 21.875 21.3 17.4 182.432 2.1 0.000 0.0 12.8
ADS inissue (m) /=L ADS % (m) 148.1 Major shareholder K% %< JinBo Yao 10.5%
Market cap. (US$ m) ilif (US$ m) 8,182.5 Free float (%) H il tLE (%) 89.5%
3 month average vol. 3 > H #2241 (1000) 1,147.2 FY18 Net gearing (%) FY18 1§ i/l = ¥ 4 (%) Net Cash
52 Weeks high/low (US$) 52 i &= /% (US$) 89.900 / 52.140 FY18 PS FY18 Ti% 4.2

Source: the Company, Guotai Junan International.
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58.com Inc ("58.com" or the "Company") posted consensus-beating 3Q18 results. During 3Q18, total revenue reached
RMB 3,626.8 mn, up 33.2% yoy, beating consensus by 2.0% and exceeding the higher end of the Company’s previous
guidance. Revenue was mainly generated from memberships and online marketing services, which contributed RMB 1,181.1
mn and RMB 2,328.9 mn, respectively. Gross margin stayed at 89.5%, a decrease of 2.1 ppts yoy. Non GAAP net income
attributable to ordinary shareholders reached RMB 843.5 mn, up 76.2% yoy, 36.3% above market expectations. 4Q18 revenue
guidance was between RMB 3,500 mn and RMB 3,600 mn, representing growth rate of 26.6% to 30.2%.

Figure-1: 58.com’s Quarterly Revenue Figure-2: 58.com’s Quarterly Non-GAAP Net
Income
(RMB mn) (RMB mn)
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Total subscription-based paid membership accounts grew by 13.7% yoy to 2,968,000 in 3Q18. Thanks to the increase in
subscription-based paid membership accounts, membership revenues grew 18.8% yoy to RMB 1,181.1 mn during the period
3Q18. Membership revenues accounted for 32.6% of total revenue in 3Q18, down 3.9 ppts yoy. During the results conference
call, the management emphasized that user scale is their main concern, however, the yoy growth rate of subscription-based
paid membership accounts hit the slowest growth rate since 2016. The slowdown in paid membership accounts reflects that it is
harder for the Company to attract more new paying members or retain existing paying members, despite increasing coverage
areas and more services offered. According to the management, the majority of subscription-based paid membership accounts
comes from the housing category. We think it will have a negative impact on growth of paid membership accounts if the housing
market further goes down amid macroeconomic uncertainty. For the job category, the number of membership accounts is still
relatively small; the management is confident that its paid membership accounts might sustain the strong growth rate due to: 1)
lower base, 2) shifting user behaviour, and 3) increasing internet penetration rate in lower-tier cities and rural areas. We
maintain our “neutral” view on the growth rate of subscription-based accounts, and we think that growth might further decelerate
to a high single-digit percentage. Meanwhile, the Company told investors that they would not launch any aggressive pricing plan
in 2019 amid macroeconomic uncertainty. All in all, we revise down our expectations on revenue growth from memberships for
FY18-FY20 by 1.2 ppts/ 2.6 ppts/ 5.4 ppts to 19.0%, 11.5% and 5.5%, respectively.

Figure-3: Growth of Paid Membership Accounts Figure-4:  58.com’s  Quarterly  Membership
Revenues
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.
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Online marketing services reported strong growth in 3Q18. Online marketing services revenues posted an increase of
40.3% yoy to RMB 2,328.9 mn, which was attributable to increasing adoption and effectiveness of the Company’s various online
marketing services, such as real time bidding, priority listing and various online marketing services. Contribution from online
marketing services increased by 3.2 ppts to 64.2% of total revenue. The Company did not disclose contribution made by
categories, such as job and housing categories, since 2Q18. Job and housing categories have always been the key business
areas of the Company. We believe that online marketing services revenues will still heavily depend on the outlook of the 2
categories in the future. From our perspective, job category might continue growing at a fast pace while the housing category
might slow down in 2019. Job category could take advantage of economies of scale, increasing coverage areas, more
differentiated products and shifting user behaviour, thus faster growth is expected. For the housing category, we don’t think the
Chinese government will ease housing tightening policy in the near term. Consequently, low transaction volume will continue in
the near term. What's more, people are sitting on the fence due to macroeconomic uncertainty. We believe that it might not help
the transaction volume. Based on the rule of supply and demand, house prices might come under pressure, thus cause
negative impacts on housing-related markets such as the rental market. Fortunately, the Company has diversified its products
and penetrated into lower-tier cities; we believe that this could minimize the negative impacts arising from these issues. Taking a
look at its track record, the Company ran its housing business that outperformed the overall market in the past few years.
Therefore, we believe that the management has the experience to operate housing-related business during tough times. To
conclude, our online marketing services revenues estimates for FY18-FY20 are RMB 8,296.7 mn, RMB 10,704.2 mn and RMB
12,995.6 mn, respectively, representing growth rate of 38.8%, 29.0% and 21.4% respectively.

Figure-5: 58.com’s Quarterly Online Marketing Figure-6: 2Q18 Revenues Contribution by

Services Revenues Business Line
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Expanding user scale remains top priority for the Company, however user acquisition costs are increasing faster. As
we had mentioned above, it seems that it is becoming harder for the Company to attract new paying membership customers
and retain existing memberships, thus, the growth rate of paid membership accounts is retreating. Therefore, the Company
would like to expand its coverage areas and “grab” more users to cement its market position. However, intensifying competition
among the job and housing categories makes user acquisition cost much more expensive. Meanwhile, some new businesses,
such as Zhuan Zhuan and 58 Town, are on-going concurrently. Most of these businesses are still in their early stages. The
Company said user scale will be more important than monetization at this moment. Considered as a whole, cost will continue to
go up, in particular user acquisition cost. On the revenue front, macroeconomic uncertainty is a headwind for the Company’s
growth momentum. To conclude, the margins are expected to come under pressure in the near term. Given that the margins this
year were better than our predictions, we revise margins accordingly. However, we think that margins might not improve next
year due to macroeconomic uncertainty and increasing user acquisition cost. So, we revise up our non-GAAP net margin
forecasts for FY18-FY20 by 2.3 ppts/ 1.3 ppts/ 0.6 ppts to 20.7%, 20.7% and 21.2%, respectively. Meanwhile, we revise up our
non-GAAP net profit forecasts for FY18-FY20 by 20.0%/ 16.5%/ 12.7% to RMB 2,718.7 mn, RMB 3,316.8 mn and RMB 3,936.6
mn, respectively.
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Figure-7: 58.com's Revenue Growth Figure-8: 58.com's Profit Margin Estimates
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.
Cut Target Price to US$ 80.00 with investment rating as "Accumulate". 58.com delivered consensus-beating results again.
Overall margins were better than market and our expectations. However, the results showed that the Company is struggling to
improve growth of paid membership accounts. We think that a slowdown in paid membership accounts had negative impacts on
membership revenues and online marketing revenues as well. The Company will continue to expand its user scale, even though
user acquisition cost is getting higher. Meanwhile, uncertainty might be sustained in the near term, however, it may not be a
long-term concern. Therefore, we believe that margins might come under pressure in the short term, but not for the long term.
Our TP represents 6.2x 2018E PS and 30.0x 2018E non-GAAP PE. Risk factors: further policy tightening in the property market;
lower-than-expected growth in online recruitment business; failure in incubating new business or unsuccessful development of
business in lower-tier cities; RMB depreciation risk; and slower-than-expected growth in paying membership accounts.
Table 1: Quarterly Results of 58.com
(RMB Million) 3Q17 4Q17 1018 2018 3018 3Q18  4Q18F  1Q19F 1-3Q1771 1-3Q18
Total revenues 27225 27647 24712 34305 36268  332% 35988  2956.2 7,304.1 9,528.5
Cost of revenues (2278)  (2629)  (257.9)  (3415)  (3806)  67.4%  (403.1)  (325.2) (662.6) (980.1) &
Gross profit 24948 25018 22132 30890 32462  301% 311958  2,631.0 6,641.5 8,548.4 2
Sales and marketing expenses (1,346. (1338, (1439. (1,782, (1920.  426%  (1871.  (1884. (38738)  (51419) o
Research and development expenses (3729)  (357.9)  (3464)  (3940)  (4688)  257%  (457.1)  (405.5) (10105 (1,209.2) 2
General and administrative expenses (253.3) (191.6) (160.8) (169.4) (186.7) -26.3% (183.5) (174.6) (574.4) (516.9) =
Income/(loss) from operations 522.4 613.7 266.8 742.9 670.6 28.4% 683.8 166.6 1,182.8 1,680.3 E
Interest income 1.7 75 1.2 21 0.4 -76.6% 1.8 1.2 9.1) 36 s
Investment income/(loss), net 56.0 215 411 69.8 1154  106.2% 75.3 452 3147 226.2 E
Foreign currency exchange income/(loss), net 0.3 0.3 0.9 (1.8) 0.8  1524% 0.8 0.8 0.5 0.1) g
Share of results of equity investees (182.1)  (198.3) (37.3) (16.3) (22.1)  -87.9% (22.1) (18.7) (489.1) (75.7) o
Others, net 427 39.2 30 403 93 -783% 97 3.1 463 526 o
Incomef(loss) before tax 441.0 489.9 275.6 837.0 7743 756% 7493 198.2 1,046.0 1,886.9
Income tax benefits/(expenses) (51.2) (42.1) (70.0)  (119.4) (16.8)  -67.2%  (134.9) (34.7) (104.5) (206.3)
Net income/(loss) 389.9 4417 2055 7176 7575 943% 614.5 163.5 9415 1,680.6
Add: Net loss attributable to non controlling interests (1.8) (0.8) 0.8 (0.4) 2.6 n.a. 21 0.6 (3.9) 31
Deemed dividend to mezzanine classified non controlling
, (34.8) (32.9) (31.8) (31.9) (340)  -24% (34.6) (34.6) (66.6) @7.7)
interests
Net income/(loss) attributable to 58.com Inc. 353.3 4141 174.6 685.3 7262  105.6% 582.0 129.5 871.0 1,586.1
Basic EPADS 2421 2.823 1.187 4,649 4922 103.3% 3.933 0.873 5.982 10.758
Diluted EPADS 2.383 2782 1.168 4571 4844 103.2% 3.933 0.873 5.904 10583
Non GAAP operating profit 663.4 762.5 4116 888.7 8565  29.1% 8722 3213 1,596.6 2,156.8
Non GAAP net income 4787 549.0 305.8 8175 8435  76.2% 7525 2703 1,246.0 1,966.8

Source: the Company, Guotai Junan International.
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Table-2: Peers Comparison

Adjusted
Market Cap PE P/S PEG
Company Stock Code Currency Last price mn HKD FY18F FY19F FY20F FY18F FY19F FY20F FY18-FY20
Global Ecommerce Conglomerate =
Alibaba Group Holding-Sp Adr* BABA US usb 156.01 3,163,390.2 29.7 31.0 238 1.3 74 54 1.0 %
Ebay Inc EBAY US usb 28.8  216,907.9 12.5 1.1 9.8 26 25 23 1.0 3
Amazon.Com Inc AMZN US usb 1581.33 6,048,364.7 58.1 444 329 33 28 23 1.8 §
Yahoo Japan Corp* 4689 JT JPY 311 110,486.8 135 16.4 15.0 1.8 1.7 1.6 15 §
Rakuten Inc 4755 JT JPY 935 92,499.9 13.2 20.7 232 1.2 1.1 1.0 (0.5) N
Jd.Com Inc-Adr JDUS usb 2046  229,552.0 88.6 43.6 226 0.5 0.4 0.3 0.9
Vipshop Holdings Ltd - Adr VIPS US usb 537 27,8483 9.6 85 6.9 0.3 0.3 0.2 0.5
Pinduoduo Inc-Adr PDD US uUsD 2122 183,880.6 n.a. n.a. 21.0 13.5 6.1 35 n.a.
58.Com Inc-Adr WUBAUS  USD 55.25 64,022.9 22.7 18.5 134 43 36 31 0.8
Ctrip.Com International-Adr CTRP US usb 2777 118,435.2 24.6 242 1741 34 29 24 1.2
Simple Average 30.3 243 18.6 42 29 2.2 0.9
Weighted Average 46.4 37.8 28.5 5.8 42 32 14
Global Internet Conglomerate
Tencent Holdings Ltd 700 HK HKD 297.2 2,829,412.8 317 26.4 205 8.1 6.2 49 13
Baidu Inc - Spon Adr BIDU US usD 185.19  504,928.9 18.7 17.5 14.2 4.4 38 34 13
Alphabet Inc-Cl C GOOGUS  USD 1048.62 5,723,104.4 19.2 18.4 15.1 6.7 5.6 47 15
Sogou Inc-Adr SOGOUS  USD 5.99 18,609.5 255 220 16.5 2.1 18 1.5 1.0
Facebook Inc-Class A FBUS usD 136.38 3,070,271.2 16.3 16.0 14.1 741 5.7 47 2.1
Cheetah Mobile Inc - Adr cmem us usD 8.16 9,074.4 127 10.7 na. 1.6 15 14 na.
Sohu.Com Ltd-Adr SOHU US usb 20.67 6,295.0 na. n.a. na. 0.4 0.4 0.4 18
Weibo Corp-Spon Adr WB US usD 59.25 103,425.4 22.3 171 129 75 5.7 45 0.7
Sina Corp SINAUS usb 185.19  504,928.9 18.7 17.5 14.2 4.4 38 34 13
Simple Average 20.6 18.2 154 47 3.8 3.2 14
Weighted Average 212 19.5 15.9 6.9 5.6 47 1.6
Global HR Companies
Recruit Holdings Co Ltd* 6098 JT JPY 27925  326,540.9 311 28.3 241 22 20 1.9 14 @
Manpowergroup Inc MAN US usb 80.97 39,162.3 9.4 9.7 9.3 0.2 0.2 0.2 19.1 é
Randstad Nv RAND NA EUR 42.68 69,341.6 9.5 9.4 9.1 0.3 0.3 0.3 5.0 g
51Job Inc-Adr JOBS US usb 62.42 30,165.4 228 18.4 14.9 741 5.8 48 1.0 ~
Simple Average 18.2 16.4 144 25 21 1.8 6.6 i
Weighted Average 255 23.3 20.0 21 19 1.7 34 E
g
Simple Average 243 205 16.7 41 31 25 2.2 g
Weighted Average 32.3 27.6 215 6.3 4.9 4.0 1.6 ;
0

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

Income Statement Balance Sheet
Year end 31 Dec (RMB mn 2016A 2017A 2018F 2019F 2020F
¢ ) Year end 31 Dec (RMB mn) 2016A 2017A 2018F 2019F 2020F ‘a
Total Revenue 7,592 10,069 13,127 16,033 18,575 . o
Property and equipment, net 1,481 1,352 1,406 1,476 1,565 N
Cost of revenues (707) (925) (1,383) (1,823) (2,177) o
Restricted cash-non-current 0 792 0 0 0 o
Gross profit 6,885 9,143 11,744 14,210 16,397 IS
. Intangible assets, net 1,632 1,310 1,246 1,271 1,334 [0
Sales and marketing expenses (4,941) (5,212) (7,013) (8,385) (9,517) >
Land use rights, net 4 4 4 4 4 g
Research and development expenses (1,108) (1,368) (1,666) (1,986) (2,252) ~
General and administrative expenses (602) (766) (700) (736) (777) Gooduwil 15,904 15,865 16,023 16,504 16,999 N
Operating Profit 234 179 2364 3103 3851 Long-term investments 2,118 1,809 3473 3,820 4,202
Interest income 49) @ 5 6 6 Long-term prepayments 224 755 793 849 908
Investment income/(loss), net (145) 342 302 290 299 Total Non-current Assets 21,263 21,885 22,944 23,923 25,012
Foreign currency exchange income/(loss),
¢ Y o (oss) (4) 1 1 3 3
net Cash & Cash Equivalents 1,200 1,525 1,969 2,245 2,600
Share of results of equity investees (927) (687) (%8) “9) 34 Restricted cash 14152 9% 840 1134 1452
Gain on deconsolidation and disposal of I 0 0 0 0 Term deposits % 0 0 0 0
businesses
Short-term investments 833 3,438 5,157 5,724 6,182
Others, net (13) 85 62 64 45
Accounts receivable, net 425 668 1,001 949 1,035
Profit Before Tax (824) 1,536 2,636 3417 4,169
Income Tax 51 (147) (341) (582) (709) Prepayments and other current
assets 426 657 1,047 991 1,045
profit After Tax (773) 1,389 2,295 2,835 3,460
Add: Netloss attributable to noncontraling 1 Y Total Current Assets 4,063 6,381 10,014 11,043 12,314
interests s ® s 0 Total Assets 25,326 28,267 32958 34,965 37,326
Deemed dividend to mezzanine classified
o (16) (100) (132) (139) (139)
nonconiroling interests Short-term loan 1843 75 1872 995 289
Shareholders' Profit/ Loss
(784) 1,285 2168 2707 3,334 Accounts payable 612 624 1,030 991 1,147
Deferred revenues 1,846 2,124 2,480 2,352 2,228
Basic EPS (2.731) 4.409 7.328 9.014 10.937
Customer advances and deposits 1,236 1,365 1,533 1,541 1,512
Basic Earnings per ADS (5.462) 8.818 14.656 18.028 21.875
Taxes payable 62 186 280 294 308
. X Salary and welfare payable 554 537 614 792 837
Weighted average shares outstanding
. Accrued expenses and other current
Basic mn shares 287 291 296 300 305
liabilities 728 689 764 817 628
ADS Basic mn shares 143 146 148 150 152
Total Current Liabilities 6,880 5,601 8,573 7,782 6,949 /(/T
Non GAAP gross profit 6,885 9,147 11,748 14,214 16,402 )
Non GAAP operating profit 730 2359 3,029 3,774 4514 é
Non GAAP net income attributable to 254 1795 2719 3317 3937 Long term oans 150 m % 18 5 2
58.com Inc. (254 ' ' ’ ’ Deferred tax liabilities 374 319 310 294 271 %
Non GAAP EPADS (1.768) 12317 18.379 22.091 25.831 Other non-current liabilities 70 17 3 2 2 ‘;5
Cash Flow Statement Total Non-current Liabilities 594 1114 a1 472 323 %
o
Total Liabilities 7474 6,715 8,984 8,254 7273 [3)
c
Year end 31 Dec (RMB mn) 2016A 2017A 2018F 2019F 2020F £
Net income/(loss) (773) 1,389 2295 2,835 3,460 Mezzanine equity 8
Share-based compensation 267 351 458 454 457 Mezzanine equity -non controlling %
DDA 407 436 558 449 42 interests 86 1,736 1,997 2,037 2,057
Other non cash gains or loss 1163 325 (454) (475) (521) Total mezzanine equity 86 1,736 1,997 2,037 2,057
Working capital change 825 197 451 194 (267)
Cash from Operating Activities 1,888 2,697 3,308 3457 3,541 Total Shareholders' Equity 17,698 19,593 21,761 24,468 27,802
Investing activities Minority Interest 67 222 217 207 195
Capital expenditure (213) (121) (284) (295) (310) Total Equity 17766 19815 21,978 24675 27,99
Investment (2.581) (2,759) (1,705) (1,800) (1,526) BVPADS 123.344 134.443 147.113 162.966 182.432
Other cash proceeds related to investing
activities. (1,155) 18 (462) (601) (721)
Cash from Investing Activities 3,948 2,862 2451 2,696 2,557
(%49 @862 @450 26%) @550 Financial Ratios
Financing activities
New share i 2016A 2017A 2018F 2019F 2020F
lew share Issuance
21 1474 1M 122 134 Growth %
Net borrowings 9 (1,064) (1,00) (960) (916) Non GAAP gross profit 656%  328%  284%  21.0% 15.4%
Others 28 161 625 402 144 Non GAAP operating profit na. 2232% 284% 24.6% 19.6%
Cash from Financing Activities 59 571 (314) (436) (638) Non GAAP net income na. na. 51.5% 22.0% 18.7%
Effect of exchange rate changes on cash ‘g
and cash equivalents 64 (82) (99) (49) 10 Margin % %
Net Changes in Cash (1,938) 325 444 276 356 Non GAAP gross margin 90.7% 90.8% 89.5% 88.7% 88.3% i
Cash at Beg of Year 3138 1,200 1525 1969 2245 Non GAAP operating margin 9.6% 23.4% 23.1% 23.5% 24.3% %
Non GAAP Net margin -3.3% 17.8% 20.7% 20.7% 212% =
Cash at End of Year 1,200 1,525 1,969 2,245 2,600 g
O
Source: the Company, Guotai Junan International. l
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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 1S Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell SEH 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 eE s Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform s 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 I (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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