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Used Goods E-Commerce Platform Zhuan Zhuan Secures

US$300 Mn in Financing
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® \What happened: 58.com Inc. (the "Company") announced that Zhuan Zhuan, an online used goods trading
platform and a consolidated subsidiary of the Company, has entered into definitive agreements with a group of
investors including the Company and Tencent (00700 HK), for its series B round of financing. The total amount
to be invested into Zhuan Zhuan is approximately US$300 mn. The transaction is expected to close in the
fourth quarter of 2019 and is subject to certain customary closing conditions. After the completion of such
transaction, the Company will remain as the majority shareholder of Zhuan Zhuan.
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® Comments and views: Zhuan Zhuan has been the strategic focus of the Company in recent years.
Additionally, Tencent initially invested US$200 mn into Zhuan Zhuan in April 2017, and offered the Company
prominent level 1 and level 2 access points on the Weixin platform to provide traffic support. Such a strategic
partnership introduces more traffic volume to Zhuan Zhuan, which has lead Zhuan Zhuan to have more
exposure to help the platform to be a leading used goods trading platform. As one of the leading used good

n ‘g trading platforms in China, the Company started to monetize Zhuan Zhuan in 2019, which fuels revenue growth
e of other services. In 2Q19, the revenue generated from other services surged 217.2% to RMB171.0 mn, mainly
% g attributable to the monetization of Zhuan Zhuan, according to the Company. In our view, Zhuan Zhuan will
Bt % remain as a key strategic investment decision by the Company in the future as the used goods market is still in
% 3 the developing stage. However, it will be a long-term process due to lower standardization in the industry and a
# i cultivation of user behavior. From the Company’s view, such a transaction also offers Zhuan Zhuan more traffic
A 2 volume, which also provides financial support to Zhuan Zhuan’s long-term operation. In the meantime, as
- u% existing shareholders, the Company and Tencent both participate in such transactions, showing their
confidence on Zhuan Zhuan’s business model and growth potential. Despite the strong growth potential of
Zhuan Zhuan, we still believe Zhuan Zhuan will generate operating loss in the near term, but expect loss to
narrow as monetization has started. Therefore, we expect that this financing will relieve financial pressure on
= the Company, and strengthen the Company’s financial position.
o
B g ® Investment suggestion: We maintain the Company’s target price at US$58.00 with investment rating as
53] g "Accumulate”.
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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 R T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.

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

Underperform kN 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 | (01788 HK),JXR (01951 HK),BANK OF GANSU (02139 HK),JINSHANG
BANK (02558 HK),ZHONGLIANG HLDG (02772 HK),BINHAI INVESTMENT (02886 HK),CAM SCSMALLCAP (03157
HK),HAITIANTIAN (08227 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.

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
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