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Summary Financial Data
Fiscal year-end: Dec 2018A 2019A 2020E 2021E 2022E
Revenue (MM) (RMB) 3,645 5,812 7,787 8,679 10,051
Operating Income (MM) (RMB) 366 607 753 875 1,022
Net Income (MM) (RMB) 475 630 750 868 1,011
EPS (RMB) 7.59 9.81 11.72 13.57 15.80
P/E 13x 10x 8x 7x 6x
EPS: Refers to non-GAAP diluted EPADS (1 ADS represents 4 ordinary shares).
Net Income (MM): Refers to non-GAAP net income
Source: China Renaissance Securities (Hong Kong) Limited
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Huami Corp  (HMI,  BUY,  TP: $20.10)

BUY HOLD SELL

Target Price: $20.10 Current Price: $14.00
52-Week High $17.61
52-Week Low $7.27
EV (MM) $675
Market Cap (MM) $858
Shares Outstanding (MM) 245
Average Daily Trading Volume (MM) 0.5
Priced as of close on 13 March 2020.
Source: FactSet
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China Renaissance vs Consensus (% diff)
 2020E 2021E
Rev (MM) (RMB) 7,045 (+11%) 7,967 (+9%)
EPS (RMB) 10.37 (+13.04%) 10.77 (+25.96%)
Note: Consensus estimates displayed, sourced from Bloomberg. Positive %
diff = CR est. above consensus; negative = CR est. below consensus.

Another beat; Self-branded momentum continues
• Momentum for self-branded products continues.

• Xiaomi and Huami relationship seems intact.

• Maintain BUY, adjust TP to US$20.10.

Huami delivered solid 4Q19 results. Revenue reached RMB2,111mn, up 72% YoY,
missing/beating our estimates/consensus by 5%/3%, respectively. Adjusted net income
reached RMB213.8mn, up 46% YoY, beating our estimates/consensus by 6%/1%. The
GM was down to 23.8%, compared with 25.2% in 4Q18, due to the lower GM of Xiaomi
products. Total Opex reached 285.5mn in 4Q19, up 61% YoY, due to higher selling
& marketing and R&D expenses. Management guided 1Q20 revenue of RMB980mn-
RMB1,010mn, up 22.6%-26.3% YoY.

Momentum for self-branded products continues amid risks of COVID-19 impact.
Total product shipments reached 42.3mn in 2019. We estimate 34.5mn unit shipments for
Xiaomi (1810 HK, BUY, TP: HK $15.07) products, 3.99mn units for self-branded products,
and 3.8mn units for other products in 2019E. We expect Huami's self-branded wearable
devices to achieve shipment volume of 6.42mn/7.71mn units in 2020/21E, increasing by
61%/20% YoY, respectively, driven by its international expansion and enriched product
portfolio. However, we expect that if COVID-19 continues to spread globally, it will impact
the product demand in overseas markets, especially for self-branded products whose
overseas shipments represent 51.6% of the total.

Xiaomi relationship seems intact. Huami management reiterated that its partnership
with Xiaomi continues for future Mi band design and manufacture. Management also
mentioned being involved in the R&D phase for Mi Band 5, which is expected to
be introduced in 2Q20. Management believes the company's cutting-edge algorithm
accuracy and hardware design capacity will differentiate it from new smart watch/band
products launched by Xiaomi in Nov 2019.

Maintain BUY, adjust TP to US$20.10. Our new TP of US$20.10 (down from US$20.70)
is based on an unchanged 2020E target P/E of 12x and revised 2020E diluted EPADS of
US$1.67 (down from US$1.73). Risks include: COVID-19 outbreak persists, changes to
the agreement with Xiaomi, and slow overseas expansion.
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Exhibit 1 - Key assumption changes

Source: Company data, CRSHK estimates. Note: USD/RMB=7.01.

Exhibit 2 - Key assumption changes

Source: Company data, CRSHK estimates. Note: USD/RMB=7.00.
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cVcZrUsUkVmVlXeXNAqQoP7NbP9PsQmMpNmMlOqQsRfQnMsN7NmNoNvPsPoMNZtRoM

Estimate revisions
We revise our forecasts for Xiaomi product shipments by -0.5%/-0.5%/-0.5% in 2020/21/22E due to
slightly lower-than-expected Xiaomi shipments delivered in 4Q19.

We revise our self-branded wearables shipment forecasts by -18.1%/-18.1%/-18.1% in 2020/21/22E
as the self-branded products shipments reached 3.99mn in 2019, lower than our previous estimate
of 4.87mn.

We revise Xiaomi product and self-branded product ASP by 1.8%/1.3%/1.1% and -4.1%/-4.1%/-4.1%,
respectively, mainly as a result of: 1) Xiaomi's ASP delivered in 4Q19 being higher than our
expectation, while that of self-branded products was lower than our expectation; 2) we have separated
the "others" segment from Xiaomi wearables under Xiaomi revenue from this earnings result onwards,
due to the increased shipment of "other products", according to our channel checks, and this has
caused a slight revision in the ASP delivered for both products.

Our revisions for both Xiaomi and self-branded products are mainly as a result of the difference
between reported 4Q19 numbers and our previous estimates.

We revise our overall revenue forecasts by -4.6%/-5.8%/-6.8%, non-GAAP net income forecasts by
-4.0%/-1.5%/-4.7% and non-GAAP diluted EPADS (RMB) forecasts by -3.1%/-0.6%/-3.8%.

Valuation
We cut our target price to US$20.10 from US$20.70. Our new target price is based on an unchanged
2020E P/E multiple of 12x and revised non-GAAP diluted EPADS of US$1.67 (down from US$1.73),
and is down 3% from our previous target price of US$20.70, indicating 43% upside potential from the
March 13 closing price of US$14.00.

Exhibit 3 - Peer comparison table

Source: Bloomberg, Company data, CRSHK estimates. *CRSHK estimates, Bloomberg consensus for NC companies
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Risks
• The COVID-19 outbreak may last longer than expected. If the COVID-19 outbreak lasts longer

than we expect, it may harm Huami's shipments of both Xiaomi wearable products and self-
branded products, dragging down the revenue generation capability of the company and impacting
our target price.

• Potential changes to Xiaomi agreement. Xiaomi is Huami’s most important customer and
distribution channel. Any deterioration in the relationship between the two parties, or a decline in
sales of Xiaomi Wearable Products could have a materially adverse effect on Huami’s operating
results. Although the cooperation agreement will be renewed after 2020 and termination is unlikely
to happen after 2-3 years due to limited period of validity, in our view, it is possible that specific
terms of the agreement (such as profit allocation model) could be modified.

• Potential competition from Xiaomi. Xiaomi recently launched its own smart watch, and there
may be further product launches in 2020. If Xiaomi continues to launch different types of smart
watches in the future, we expect Xiaomi to be a key competitor for Amazfit, Huami's self-branded
products, and thus may bring downward pressure on Huami's performance.

• Slower-than-expected technological development in healthcare-level sensors. The current
bottleneck for the smart wearables industry—and thus Huami—is the lack of healthcare-level
sensors. Technological breakthroughs in this field, however, necessarily rely on the work of
upstream sensor suppliers, making any developments or progress in this area very difficult to
predict. There are risks that the launch of healthcare-level sensors will come later than expected.

• Intensifying competition in China from local companies. Although we do not think Huami
would face direct competition from international peers focused on high-end products due to
different pricing strategies and product positions, we do see a risk of domestic competitors such
as Huawei (private), which possesses similar domestic supply chain advantages, threatening
Huami’s leading position in shipments.

• Slower-than-expected overseas expansion. Huami’s overseas approach will be largely
determined by the speed of Xiaomi’s overseas expansion, especially in offline channels. Risks
such as foreign regulation and local competition could constrain Xiaomi’s pace to some extent.
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Exhibit 4 - Quarterly income forecasts

Source: Company data, CRSHK estimates. Note: USD/RMB=7.0

Exhibit 5 - Annual income forecasts

Source: Company data, CRSHK estimates. Note: USD/RMB=7.0
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Appendix A

Analyst Certification
We, Jason Sun, Michelle Zhang and April Zhang, certify that the views expressed in this research report accurately
reflect our personal views about any and all of the subject securities or issuers featured in this report. Furthermore,
no part of our compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed in this report.

One or more research analysts responsible for this publication are not registered or qualified as research analysts
with the Financial Industry Regulatory Authority ("FINRA") and may not be associated persons of China Renaissance
Securities (US) Inc. and therefore may not be subject to applicable restrictions under FINRA rules on communications
with a subject company, public appearances and trading securities held by a research analyst account.

Important Disclosures
Important Disclosures

The following disclosures relate to relationships between China Renaissance Securities (US) Inc., China Renaissance
Securities (Hong Kong) Limited (collectively "China Renaissance"), China Renaissance Securities (China) Co., Ltd.
and companies covered by research analysts of China Renaissance and referred to in research products. All
references in this report to “CRSUS” refer to China Renaissance Securities (US) Inc. CRSUS is registered with the
Securities and Exchange Commission (the “SEC”) as a U.S. broker-dealer under Section 15 of the Securities Exchange
Act of 1934 and is a member of FINRA and SIPC (http://www.sipc.org). CRSUS is located at 600 Fifth Avenue, 21st
Floor, New York, NY 10020. All references in this report to "CRSHK" refer to China Renaissance Securities (Hong
Kong) Limited. CRSHK is licensed by the Securities and Futures Commission for the conduct of dealing in securities,
advising on securities, and advising on Corporate Finance. CRSHK is located at Units 8107-08, Level 81 International
Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong. All references in this report to "Huajing Securities" refer
to China Renaissance Securities (China) Co., Ltd. Huajing Securities is licensed by the China Securities Regulatory
Commission for conducting securities investment consulting business. Huajing Securities is located at 25th Floor,
Trinity Tower, No. 575 Wusong Road, Hongkou District, Shanghai, China.

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures below for any of the following disclosures required as to companies
referred to in this report: manager or co-manager in a pending transaction; 1% or other ownership; compensation for
certain services; types of client relationships; managed/co-managed public offerings in prior periods; directorships;
for equity securities, market making and/or specialist role. China Renaissance trades or may trade as a principal in
debt securities (or in related derivatives) of issuers discussed in this report. In addition to 1% ownership positions in
covered companies that are required to be specifically disclosed in this report, China Renaissance, its affiliates, and
their respective officers, directors or employees, other than the analyst(s) who prepared this report, may have a long
position of less than 1% or a short position or make purchases or sales as principal or agent in the securities discussed
herein, related securities or in options, futures or other derivative instruments based thereon. Recipients of this report
are advised that any or all of the foregoing arrangements, as well as more specific disclosures set forth below, may
at times give rise to potential conflicts of interest.

Unless prohibited by the provisions of Regulation S of the U.S. Securities Act of 1933, this publication is distributed
in the U.S. in accordance with the provisions of Rule 15a-6, under the U.S. Securities Exchange Act of 1934 for
Major Institutional Investors, as such term is defined in Rule 15a-6. To the extent that this publication is distributed
to U.S. Institutional Investors other than Major Institutional Investors, this publication is distributed by CRSUS but not
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CRSHK or Huajing Securities (whether directly or indirectly). Any transactions by U.S. persons with China Renaissance
Securities (Hong Kong) Limited or China Renaissance Securities (China) Co., Ltd. in securities discussed in this
publication will be effected through China Renaissance Securities (US) Inc., in compliance with the requirements of
paragraph (a)(3) of Rule 15a-6 of the U.S. Securities Exchange Act of 1934.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States
Distribution in Hong Kong

The report is for your information only and is not an invitation or offer to sell, or a solicitation of an offer to buy, the
securities described in this report. It has been prepared solely for professional investors (as defined in the Securities
and Futures Ordinance of Hong Kong) whose business involves the acquisition, disposal or holding of securities,
whether as principal or agent, and is not intended for disclosure to, and should not be relied upon by, any person other
than a professional investor. If you are an unintended recipient of this report, you are requested immediately to return
this copy of the report directly to China Renaissance Securities (Hong Kong) Limited. For professional investors in
Hong Kong, please contact China Renaissance Securities (Hong Kong) Limited for all matters and queries relating
to this report.

The following disclosures are made by CRSHK as per paragraph 16 of the Code of Conduct for Persons Licensed
by or Registered with the Securities and Futures Commission (“SFC Code of Conduct”), and capitalized terms used
below bear the same meanings as defined in paragraph 16 of the SFC Code of Conduct. A copy of the SFC Code
of Conduct can be found on: www.sfc.hk:

Individuals who are employed by or associated with CRSHK who are serving as an officer of the Issuer: Nil

Issuers that the Analyst(s) review in this report where the Analyst(s) or his/her Associate have Financial Interest: Nil

Financial Interests in relation to the Issuer of the Securities which are reviewed in this research report where CRSHK
has an aggregate of such interests amount to 1% or more of the Issuer's market capitalization. : Nil

Securities of the Issuer that the Analyst(s) review in this report where CRSHK make a market: Nil

Any investment banking relationship that CRSHK has with the Issuer (including any compensation or mandate for
investment banking services received within the preceding 12 months of this report): See further China Renaissance
disclosures below.

Global product, jurisdiction and distribution

The research group of China Renaissance produces and distributes research products for clients of China
Renaissance on a global basis. Analysts based in China Renaissance offices around the world produce equity research
on industries and companies. This research is disseminated in Hong Kong by CRSHK; and in the United States of
America by CRSUS. CRSUS has approved and agreed to take responsibility for any research prepared by CRSHK
or Huajing Securities if and to the extent CRSUS distributes it in the United States.

This report and the securities and financial instruments discussed herein may not be eligible for distribution or sale
in all jurisdictions and/or to all types of investors. This report is provided for information purposes only and does not
represent an offer or solicitation in any jurisdiction where such offer would be prohibited.

No part of this report may be reproduced or distributed in any manner without the written permission of CRSUS.
CRSUS specifically prohibits the re-distribution of this report, via the Internet or otherwise, and accepts no liability
whatsoever for the actions of third parties in this respect.
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The following are additional required disclosures: Ownership and material conflicts of interest: China
Renaissance’s policy prohibits its analysts, professionals reporting to analysts and members of their households from
owning positions in securities of any company in the analyst's area of coverage. Analyst compensation: Analysts are
paid in part based on overall revenues of China Renaissance, which includes investment banking revenues. Analyst
as officer or director: China Renaissance’s policy prohibits its analysts, persons reporting to analysts or members
of their households from serving as an officer, director, advisory board member or employee of any company in the
analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts are not registered or qualified as research analysts
with FINRA. They may not be associated persons of CRSUS and therefore may not be subject to FINRA Rule 2241
or FINRA Rule 2242 restrictions on communications with subject company, public appearances and trading securities
held by the analysts.

Potential Conflicts of Interest

Analyst Conflict of Interest:
The research analyst(s) responsible for the preparation of this report receives compensation based upon a variety
of factors, including the quality and accuracy of research, internal/client feedback, and overall firm revenues, which
include investment banking revenues. Research analysts do not receive compensation based upon revenues from
specific investment banking transactions.

Additional Conflicts of Interest:
China Renaissance has not managed or co-managed a public offering of the securities for the companies referenced
in this report in the past twelve months.

China Renaissance has not received compensation for investment banking services for the companies referenced in
this report in the past twelve months.

China Renaissance expects to receive or intends to seek compensation for investment banking services from
companies referenced in this report in the next three months.

China Renaissance does not own more than 1% interests in the companies referenced in this report.

China Renaissance does not make markets in the companies referenced in this report.

Distribution of Ratings and Investment Banking

Below is the distribution of research recommendations as of March 15, 2020

Rating Count Percent IB Count IB%
Buy 83 61.94% 83 100.00%

Hold 45 33.58% 45 100.00%
Sell 6 4.48% 6 100.00%

China Renaissance Ratings as of December 31, 2016:
Stock Ratings: Ratings of Buy, Hold and Sell have a time horizon of twelve to eighteen months from the date of
publishing the initiation or subsequent rating/price target change report issued for the subject company. The ratings
are as follows:

Buy – The expected return on the subject company’s stock price should outperform the typical benchmark market index
for the subject company's primary listing exchange (e.g. the S&P 500 for US-listed stocks) over the above-defined
time horizon from the publishing date of the initiation of coverage or subsequent report announcing a rating change.
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Hold – The stock price of the subject company is not expected to either appreciate or depreciate meaningfully from
the typical benchmark market index for the subject company's primary listing exchange (e.g. the S&P 500 for US-listed
stocks) during the above-stated time horizon.

Sell – The expected return on the subject company’s stock price should underperform the typical benchmark market
index for the subject company's primary listing exchange (e.g. the S&P 500 for US-listed stocks) over the above-defined
time horizon from the publishing date of the initiation of coverage or subsequent report announcing a rating change.

Not Rated – China Renaissance has removed the rating and, if applicable, the price target, for the subject company's
stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy reasons. The previous
rating and, if applicable, the price target, should no longer be relied upon. An NR designation is not a recommendation
or a rating.

Not Covered – a company for which China Renaissance research has not been published.

China Renaissance Ratings as of January 19, 2019:
Sector Ratings: Ratings of Overweight, Neutral and Underweight are applied to the designated sector coverage group
with a time horizon of twelve to eighteen months from the date of report publication. The ratings are as follows:

Overweight – Expect sector to outperform the relevant market.

Neutral – Expect sector to perform in line with the relevant market.

Underweight – Expect sector to underperform the relevant market.

Huami Corp Rating History as of 13 Mar 2020

22

20

18

16

14

12

10

8

6
Apr 2017 Jul 2017 Oct 2017 Jan 2018 Apr 2018 Jul 2018 Oct 2018 Jan 2019 Apr 2019 Jul 2019 Oct 2019 Jan 2020

I:B:15.00
03/05/2018

B:16.50
05/22/2018

B:18.25
08/21/2018

B:16.40
11/27/2018

B:17.80
12/10/2018

B:18.40
02/13/2019

B:18.90
03/15/2019

B:17.30
06/04/2019

B:17.40
08/20/2019

B:18.20
11/13/2019

B:20.70
03/06/2020

INITIATE (I); BUY (B); HOLD (H); SELL (S)

Valuation Methodology
HMI:
Based on a target 2020E PE of 12.0x and 2020E EPADS US$1.67, our target price is US$20.10.

Risks: 1) The COVID-19 outbreak may last longer than expected. 2) Potential changes to Xiaomi agreement. 3)
Potential competition from Xiaomi. 4) Slower-than-expected technology development in healthcare-level sensors. 5)
Intensifying competition in China from local companies. 6) Slower-than-expected overseas expansion.

General Disclosures
This research is for institutional investors only. Other than disclosures relating to China Renaissance, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and
it should not be relied on as such. The information, opinions, estimates and forecasts contained herein are as of the
date hereof and are subject to change without prior notification. We seek to update our research as appropriate, but
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various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis,
the large majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

China Renaissance conducts a global integrated investment banking, investment management, and brokerage
business. We have investment banking and other business relationships with a substantial percentage of the
companies covered by our research group.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies
to our clients and principal trading desks that reflect opinions that are contrary to the opinions expressed in this
research. Our asset management area and investing businesses may make investment decisions that are inconsistent
with the recommendations or views expressed in this research.

The analysts named in this report may have from time to time discussed with our clients, including China Renaissance
salespersons and traders, or may discuss in this report, trading strategies that reference catalysts or events that may
have a near-term impact on the market price of the equity securities discussed in this report, which impact may be
directionally counter to the analysts' published price target expectations for such stocks. Any such trading strategies
are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding research analysts named in this report, may from
time to time have long or short positions in, act as principal in, and buy or sell, the securities or derivatives, if any,
referred to in this research.

The views attributed to third party presenters at China Renaissance arranged conferences, including individuals from
other parts of China Renaissance, do not necessarily reflect those of the research group and are not an official view
of China Renaissance.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their
household, may have positions in the products mentioned that are inconsistent with the views expressed by analysts
named in this report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an
offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account the particular
investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice
or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional
advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss
of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or
income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and
are not suitable for all investors. Investors should review current options disclosure documents which are available
from China Renaissance sales representatives or at http://www.theocc.com/about/publications/character-risks.jsp.
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as
spreads. Supporting documentation will be supplied upon request.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our
internal client websites. Not all research content is redistributed to our clients or available to third-party aggregators,
nor is China Renaissance responsible for the redistribution of our research by third party aggregators. For research,
models or other data available on a particular security, please contact your sales representative.

Disclosure information is also available from Compliance, 600 Fifth Avenue, 21st Floor, New York, NY 10020.

© 2020. China Renaissance. All rights reserved. This report or any portion hereof may not be reprinted, sold or
redistributed without the written consent of China Renaissance.
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This message and any attachments are confidential. If you are not the intended recipient, please notify the sender
immediately and destroy this email. Any unauthorized use or dissemination is prohibited. All email sent to or from our
system is subject to review and retention. This email is for information only. Nothing contained in this email shall be
considered an offer or solicitation with respect to the purchase or sale of any security or related financial instrument
in any jurisdiction where such an offer or solicitation would be illegal. China Renaissance does not represent that
any of the information contained herein is accurate, complete or up to date, nor shall China Renaissance have any
responsibility to update any opinions or other information contained herein. Unless otherwise stated, any views or
opinions presented are solely those of the author and do not represent those of China Renaissance.
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