@

GSX (GSX US)

B GSX 4Q20 revenue grew 136% yoy, non-GAAP net loss reached
RMB554mn, driving by continued high marketing expenses, in-line

B Adj. 1Q21 revenue growth guidance of 62-65% yoy, though Mgmt.
guides better growth in 2Q21, deceleration faster than anticipated
B Growth deceleration amid intense competition are
impediments; Maintain SELL

4Q20 results in-line

GSX reported 4Q20 (fall Q) revenue of RMB2.2bn (+136% yoy). K-12
segment revenue +156% yoy and FPl segment revenue +53% yoy. Non-
GAAP operating loss reached RMB623mn (vs. -RMB921mn in 3Q20) and
Non-GAAP net loss reached RMB554mn (vs. -RMB864mn in 3Q20), in-line
with our expectation. GSX’s total liquidity balance (cash +ST investments +
LT investment) reached RMB8.2bn in 4Q20 (vs. RMB2.1bn in 3Q20), boosted
by its USD870mn (RMB5.7bn) share placement in Dec 2020. Despite the
competitive challenges, we believe the company has the war chest for a
prolonged race, making medium term industry consolidation elusive.

Guidance lifts confidence for 1H at the margin

Management guides 1Q21 net revenue growth of 40-43% yoy, though
adjusting for later CNY this year, resulting in shorter spring semester, growth
should be around 62-65% yoy. Moreover, some of the spring program
revenue will also spill over to 2Q21, overall management guides 2Q21 growth
to improve over that of 1Q21, with full year target of 70-80% yoy. Gross
margin also targeted to maintain at 70% (vs. 75% for 2020) as GSX plans to
continue to hire more tutors (currently ¢.15,000 tutors, GSX plans to recruit
10,000 more tutors in 2021), as well as increase performance compensations
for better teaching quality. The channels’ diversification in marketing/customer
acquisition will be key, as management is studying MCN and offline methods.

Tough road ahead: deceleration amid competition
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We maintain SELL rating on GSX, as we are concerned about its growth Z?sx o= érz) irg 11021m1
decelgratlon (Figure 1) and profit pressure in conjunction with a relatively rich oy (7.0) 147 36.1
valuation of 12x FY21E P/S. Although the share price has pulled back 20%
since our sell downgrade on Jan 29, 2021, we think there are sufficient
headwinds in 2021 _for _further de-rating. We revised down our FY21/22E .o seng index (Mar 4, 2021) 20,237
revenue 3%. We malrjtaln'ed our next 12-mo TP at USD62, based on 8X P/S ~\sce| (Mar 4, 2021 11,326
(unchanged). Our TP implies 9x/6x FY21/22E P/S.
. . 52-week range (USD) 27.06 - 149.05
FlnanC|a|S Market cap (USD mn) 21,377
Avg. daily volume (mn) 4.34
Revenue 2,115 7,125 11,653 16,596 21,352 BVPS (RMB) 4.65
yoy 432% 237% 64% 42% 29%
Gross profit 1,579 5,362 8,157 11,731 15,306 _ Larry Xiangdong Chen 46.1%
520% a0% 2% 24% 0% Other shareholders 17.7%
yoy ° ° ° ° ° No. of shares outstanding (mn) 158
Non-GAAP OP 276 -1,517 -1,191 -598 583 o outstanding 36.2%
yoy 1001% n.a. n.a. n.a. n.a. Sources: Company data, Bloomberg
Core net income 237 -1,154 -1,150 -563 637 Llated Research
yoy n.a. n.a. n.a. n.a. n.a. 1. GSX (GSX US) - Overvalued driven by short squeeze attempt;
Down to SELL (SELL) (Jan 29, 2021)
Core EPADS (RMB) 113 -4.82 474 -2.32 262, Gsx (GSX US) - Turbulence ahead after smooth lift-off
P/E (x) 583.6 n.a. n.a. n.a. 217.2 (NEUTRAL) (Nov 26, 2020)
PIS () 65.4 19.4 11.9 8.3 6.5
ROE 10% -20% -14% -9% 0%

Sources: Company data, CMS (HK) estimates; share price as of Mar 4, 2021.
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Focus charts
Figure 1: GSX’s growth deceleration faster than our expectation
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Sources: Company data, CMS (HK); *1Q21E revenue yoy growth based on mean mgmt. guidance, adjusted for seasonal factor

Figure 2: GSX’s paid enrollment increased by 108%

yoy to 2,275k in 4Q20
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Figure 3: GSX’s revenue to grow at 35% FY21-23E
CAGR driven by K12 tutoring segments
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Figure 4: GSX maintains solid
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Figure 5: GSX’s next 12-mo P/S range
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To access our research reports on the Bloomberg terminal, type NH CMS <GO>

Sources: Bloomberg, Company data, CMS (HK) estimates

Sunday, March 7, 2021

Gross billings yoy

= Foreign language,
professional and
interest courses

mmm— K-12 courses

/0y % (RHS)
fig’ W
AR

cecececs Avg (108)()

—— — 25D (3.9

U.ur\f\



@

Sunday, March 7, 2021

RMB mn 3019 4Q19 1Q20 2020 3020 4Q20 3Q20 4Q20 4Q20 CMS forecast (B:L"n‘?srgr?seﬂgs

As of Sep-30  Dec-31 Mar-31  Jun-30 Sep-30  Dec-31 yoy yoy goq 4Q20 diff 4Q20 diff
Net revenues 557 935 1,298 1,650 1,966 2,211 253% 136% 12% 2,105 5% 2,131 4%
Gross profit 400 739 1,014 1,290 1,464 1,595 266% 116% 9% 1,537 4% 1,573 1%
OP - as reported -11 168 92 -161 -990 -696 n.a. n.a. n.a. -653 n.a. -728 n.a.
NP - as reported -5 168 148 19 -933 -627 n.a. n.a. n.a. -578 n.a. -624 n.a.
Non-GAAP Op income 7 191 135 -107 -921 -623 n.a. n.a. n.a. -579 n.a. -492 n.a.
Non-GAAP Net income 13 191 191 73 -864 -554 n.a. n.a. n.a. -505 n.a. -559 n.a.
Margins

GPM 2% 79% 78% 78% 74% 2% 2.6 ppt -6.9 ppt -2.3 ppt 73% -0.9 ppt 74% -1.7 ppt
OPM -2% 18% 7% -10% -50% -31% n.a. n.a. n.a. -31% n.a. -34% n.a.
NPM -1% 18% 11% 1% -47% -28% n.a. n.a. n.a. -27% n.a. -29% n.a.
Non-GAAP OPM 1% 20% 10% -6% -47% -28% n.a. n.a. n.a. -27% n.a. -23% n.a.
Non-GAAP NPM 2% 20% 15% 4% -44% -25% n.a. n.a. n.a. -24% n.a. -26% n.a.
As of revenue

Selling and marketing 59% 47% 58% 73% 105% 81% 453 ppt  34.1ppt -23.2 ppt 84% -2.7 ppt

R&D 10% 9% 8% 8% 11% 12% 1 ppt 3.5 ppt 1.2 ppt 11% 1.4 ppt

G&A 4% 5% 5% 6% 9% 10% 4.8 ppt 4.9 ppt 0.8 ppt 9% 0.8 ppt

Gross billings 880 1,579 1,374 2,401 2,086 3,147 137% 99% 51%

Cash 32 74 565 225 188 355 486% 380% 89%

ST investments 1,015 1,473 1,003 2,144 1,387 7,331 37% 398% 428%

LT investments 1,063 1,188 1,169 572 556 531 -48% -55% -4%

Total liquidity 2,110 2,736 2,737 2,942 2,131 8,217 1% 200% 286%

OCF 288 739 118 528 -679 636 n.a. -14% n.a.

Sources: Company data, CMS (HK) estimates
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RMB mn FY17 FY18 FY19 FY20 FY19 FY20 CMS forecast Egon‘;’;‘r?se;gs

As of Dec 31 Dec 31 Dec 31 Dec 31 yoy yoy FY20 diff FY20 diff
Net revenues 98 397 2,115 7,125 432% 237% 7,019 2% 7,044 1%
Gross profit 73 255 1,579 5,362 520% 240% 5,304 1% 5,368 0%
OP - as reported -92 19 216 -1,755 1026% n.a. -1,712 n.a. -1,608 n.a.
NP - as reported -126 -19 188 -1,393 n.a. n.a. -1,344 n.a. -1,282 n.a.
Non-GAAP Op income -87 25 276 -1,517 1001% n.a. -1,472 n.a. -1,684 n.a.
Non-GAAP Net income -120 -13 248 -1,154 n.a. n.a. -1,105 n.a. -1,109 n.a.
Margins:

GPM 74% 64% 75% 75% 10.6 ppt 0.6 ppt 76% -0.3 ppt 76% -0.9 ppt
OPM -95% 5% 10% -25% 5.4 ppt -34.8 ppt -24% -0.2 ppt -23% -1.8 ppt
NPM -129% -5% 9% -20% 13.7 ppt -28.4 ppt -19% -0.4 ppt -18% -1.4 ppt
Non-GAAP OPM -89% 6% 13% -21% 6.7 ppt -34.3 ppt -21% -0.3 ppt -24% 2.6 ppt
Non-GAAP NPM -123% -3% 12% -16% 15.1 ppt -27.9 ppt -16% -0.5 ppt -16% -0.5 ppt
As of revenue

Selling and marketing 77% 31% 49% 82% 18.6 ppt 32.4 ppt 82% -0.8 ppt

R&D 54% 19% 10% 10% -8.6 ppt 0.3 ppt 10% 0.5 ppt

G&A 38% 10% 5% 8% -4.8 ppt 2.7 ppt 8% 0.3 ppt

Sources: Company data, CMS (HK) estimates
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FY21E FY22E
RMB mn Previous Revised Change Previous Revised Change
Net revenues 12,042 11,653 -3% 17,183 16,596 -3%
Gross profit 9,014 8,157 -10% 13,019 11,731 -10%
Selling expenses -8,428 -7,791 n.a. -11,685 -10,776 n.a.
R&D expenses -1,018 -1,113 n.a. -1,212 -1,189 n.a.
G&A expenses -810 -817 n.a. -896 -862 n.a.
Operating income -1,242 -1,564 n.a. =774 -1,096 n.a.
Net (loss) income after minority -1,123 -1,523 n.a. -679 -1,061 n.a.
Non-GAAP operating income -856 -1,191 n.a. -258 -598 n.a.
Non-GAAP net income after minority -738 -1,150 n.a. -163 -563 n.a.
EPADS (RMB) -4.71 -6.28 n.a. -2.85 -4.38 n.a.
Non-GAAP EPADS (RMB) -3.09 -4.74 n.a. -0.68 -2.32 n.a.
Margins
GPM 74.9% 70.0% -4.9ppt 75.8% 70.7% -5.1ppt
OPM -10.3% -13.4% -3.1ppt -4.5% -6.6% -2.1ppt
NPM -9.3% -13.1% -3.7ppt -4.0% -6.4% -2.4ppt
Non-GAAP OPM -7.1% -10.2% -3.1ppt -1.5% -3.6% -2.1ppt
Non-GAAP NPM -6.1% -9.9% -3.7ppt -1.0% -3.4% -2.4ppt
As of revenue
Selling and marketing 70.0% 66.9% -3.1ppt 68.0% 64.9% -3.1ppt
R&D 8.5% 9.6% 1.1ppt 7.1% 7.2% 0.1ppt
G&A 6.7% 7.0% 0.3ppt 5.2% 5.2% Oppt

Sources: Company data, CMS (HK) estimates
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Actual data Forecast data
RMB mn 1Q20 2Q20 3020 4Q20 1Q21E  2Q21E 3Q21E 4Q21E 1Q22E 2Q22E
Revenue 1,298 1,650 1,966 2,211 1,859 2,698 3,433 3,664 2,744 3,977
Gross profit 1,014 1,290 1,464 1,595 1,301 1,889 2,403 2,565 1,928 2,804
Selling and marketing -757 -1,205 -2,056 -1,798 -1,301 -1,889 -2,403 -2,198 -1,866 -2,704
R&D expenses -99 -140 -220 -275 -204 -270 -309 -330 -220 -278
G&A expenses -66 -106 -177 -218 -167 -189 -223 -238 -151 -207
Non-GAAP GP 1,028 1,305 1,481 1,614 1,317 1,911 2,431 2,595 1,949 2,835
Non-GAAP OP 135 -107 -921 -623 -312 -372 -422 -84 -226 -266
Non-GAAP NP 191 73 -864 -554 -305 -363 -411 -70 -219 -256
yoy
Revenue 382% 367% 253% 136% 43% 63% 75% 66% 48% 47%
Non-GAAP GP 448% 408% 265% 117% 28% 46% 64% 61% 48% 48%
Non-GAAP OP 189% n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Non-GAAP NP 786% 223% n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Margin
GPM - as reported 78.2% 78.1% 74.4% 72.1% 70.0% 70.0% 70.0% 70.0% 70.3% 70.5%
Non-GAAP GPM 79.2% 79.1% 75.4% 73.0% 70.8% 70.8% 70.8% 70.8% 71.0% 71.3%
Non-GAAP OPM 10.4% -6.5% -46.9% -28.2% -16.8% -13.8% -12.3% -2.3% -8.3% -6.7%
Non-GAAP NPM 14.7% 4.4% -43.9% -25.1% -16.4% -13.5% -12.0% -1.9% -8.0% -6.4%
Revenue by segment
K-12 courses 1,120 1,385 1,757 1,975 1,646 2,354 3,163 3,358 2,469 3,532
FPI 174 260 203 234 209 338 265 304 271 440
Others 4 5 5 2 4 5 5 2 4 5
yoy
K-12 courses 448% 412% 283% 156% 47% 70% 80% 70% 50% 50%
FPI 187% 238% 125% 53% 20% 30% 30% 30% 30% 30%
Others -6% -23% -30% -78% 0% 0% 0% 0% 0% 0%

Sources: Company data, CMS (HK) estimates
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Figure 10: Tutoring sector peers comparison

cMS 3-mth PIE (x) PEG* PIS (x) psgs  Sales CAGR CEAPGSR
o (%)
: Dn 2020-
Company CN name Ticker Price (local = pting TP(Local L;ps/i(de Mktcap — avgllo  cyog  pyoig  FY22E FY21E FY2IE  FY22E  Fy2ig  2020-2022 2%2%
currency) currency) (%) (USDm) (USDm) CAGR CAGR
HSI 29,237 n.a. 13.0 11.4 n.a. 1.8 1.6 n.a. n.a. n.a.
HSCEI 11,326 n.a. 10.8 9.6 n.a. 1.2 1.0 n.a. n.a. n.a.
Offline tutoring - China
. EDU US 176.7 220.0
NEW ORIENTAL HHE T 9901 HK 1,430.0 BUY 1,780.1 24.5 29,848 184.3 60.4 549 37.2 1.9 7.3 5.4 0.4 20.9 28.8
TAL FARK TAL US 75.1 NEUTRAL 72.0 -4.2 45,097 245.8 157.7 427.5 80.6 14.2 10.4 7.5 0.3 35.6 30.0
OFFCN LA &) 002607 CH 32.8 NR n.a. n.a. 31,240 92.8 79.2 58.4 43.4 17 11.8 9.0 0.4 32.2 35.1
EAST R 667 HK 17.2 NR n.a. n.a. 4,778 12.1 44.9 27.0 219 0.6 6.3 5.3 0.3 23.2 45.7
SCHOLAR BH R 1769 HK 12.8 NR n.a. n.a. 835 3.6 40.7 27.0 20.5 0.6 4.5 3.3 0.1 41.0 42.5
ONLY b 600661 CH 14.7 NR n.a. n.a. 657 0.8 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
PUXIN A NEW US 6.3 NR n.a. n.a. 545 35 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 98.3
ONESMART Hrt ONE US 3.1 NR n.a. n.a. 494 1.1 n.a. n.a. 20.1 n.a. 0.8 0.6 0.0 225 n.a.
RISE 3% B 3E REDU US 5.8 NR n.a. n.a. 324 0.2 n.a. 11.2 9.1 n.a. 1.3 1.1 0.0 42.8 n.a.
BESTSTUDY A 3978 HK 2.7 NR n.a. n.a. 287 0.2 14.9 9.0 6.6 0.2 0.8 0.7 0.0 24.9 50.4
Online tutoring - China
KOOLEARN HHR T K 1797 HK 20.1 NEUTRAL UR n.a. 2,602 22.4 n.a. n.a. n.a. n.a. 10.7 6.2 0.2 58.1 n.a.
GSX IR GSX US 84.0 SELL 62.0 -26.1 21,377 538.2 n.a. n.a. n.a. n.a. 11.9 8.3 0.2 52.6 n.a.
YOUDAO il DAO US 30.1 NR n.a. n.a. 3,734 20.4 n.a. n.a. 183.3 n.a. 2.6 2.0 0.1 41.6 n.a.
51 TALK 51 Talk COE US 23.3 NR n.a. n.a. 502 0.9 20.8 16.2 n.a. n.a. 1.3 n.a. n.a. n.a. n.a.
CDEL EARTAEHE DL US 9.7 NR n.a. n.a. 330 0.2 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
SUNLAND &ALy STG US 1.2 NR n.a. n.a. 200 2.4 n.a. n.a. n.a. n.a. 0.6 n.a. n.a. n.a. n.a.
LIULISHUO AA LAIX US 2.2 NR n.a. n.a. 110 19.8 n.a. n.a. n.a. n.a. 0.7 0.6 0.1 7.7 n.a.
Education (US listed Non-China)
PEARSON PSO US 10.6 NR n.a. n.a. 7,967 35 27.2 215 19.4 1.0 1.6 1.6 0.5 3.1 21.2
GRAND LOPE US 100.9 NR n.a. n.a. 4,728 31.3 16.7 15.4 13.6 1.4 4.7 4.3 0.5 8.6 10.9
GRAHAM GHC US 566.8 NR n.a. n.a. 2,835 12.7 19.7 12.9 15.8 0.7 0.8 0.8 0.2 4.7 18.4
LAUREATE LAUR US 13.6 NR n.a. n.a. 2,704 12.5 n.a. 306.0 79.7 n.a. 2.6 2.2 0.2 10.6 (81.6)
STRATEGIC STRA US 80.1 NR n.a. n.a. 1,969 19.6 13.5 11.4 n.a. n.a. 1.6 n.a. n.a. n.a. n.a.
ADTALEM ATGE US 38.0 NR n.a. n.a. 1,907 19.2 n.a. 13.0 11.3 1.2 1.7 1.4 0.2 8.3 11.0
K12 LRN US 24.4 NR n.a. n.a. 1,012 18.9 37.8 15.9 18.5 0.4 0.7 0.7 0.0 13.5 40.2
HOUGHTON HMHC US 6.1 NR n.a. n.a. 766 10.4 n.a. n.a. n.a. n.a. 0.7 0.7 0.2 4.3 n.a.
Average - Offline tutoring - China 56.8 76.9 26.6 2.7 4.8 3.6 0.2 27.0 41.3
Average - Online tutoring - China 20.8 16.2 183.3 n.a. 4.6 4.3 0.1 40.0 n.a.
Average - Tutoring - Non-China 23.0 56.6 26.4 0.9 1.8 1.7 0.3 7.6 3.3

Sources: Company data, CMS (HK) estimates; share price as of Mar 4, 2021. Note: All information of Non-rated stocks was sourced from Bloomberg. *PEG is calculated by FY21E P/E divided by FY20-22E
EPS CAGR, *PSG is calculated by FY21E P/S divided by FY20-22E sales CAGR

To access our research reports on the Bloomberg terminal, type NH CMS <GO> 7
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Financial Summary

Balance Sheet

Cashflow Statement

Sunday, March 7, 2021

Cash and cash equivalents 74 355 1,990 2,430 3,838 Net (loss) income 227 -1,393 -1,523 -1,061 -4
Short-term investments 1,473 7,331 5,865 6,452 7,097 Non-cash Adjustments 59 26 29 29 28
Other current assets 261 771 978 1,111 1,267 gg:;gs;es in net operating 999 1,931 1,816 2,089 2,061
Total current assets 1,809 8,457 8,833 9,993 12,202 CFO 1,285 636 322 1,056 2,085
Property, equipment and software, net 82 704 815 802 788 Investments -2,444 -5,199 1,453 -601 -662
Intangible assets & Goodwill 0 29 32 35 39 CAPEX -61 -721 -140 -15 -15
Long-term investments 1,188 531 531 531 531 Others 0 0 0 0 0
Other non-current assets 315 964 1,061 1,167 1,284 CFI -2,505 -5,920 1,313 -616 -677
Total non-current assets 1,586 2,229 2,439 2,535 2,642 Amounts borrowed from 0 0 0 0 0
related parties
Total assets 3,395 10,686 11,272 12,527 14,843 Repayment to related parties -34 0 0 0 0
Deferred revenue 1,332 2,725 4,482 6,383 8,212 Share issuance 1,280 5,565 0 0 0
Other current liabilities 305 1,473 1,738 2,056 2,438 CFF 1,246 5,565 0 0 0
Total current liabilities 1637 4197 6220 8439 10,650 Eifect of exchange rate 14 0 0 0 0
changes
Deferred revenue 6 9 10 11 12 Net increase in cash 41 281 1,635 440 1,408
Other non-current liabilities 194 749 835 931 1,039 Beginning cash 33 74 355 1,990 2,430
Total non-current liabilities 200 759 845 942 1,051 Ending cash 74 355 1,990 2,430 3,838
Total liabilities 1,837 4,956 7,065 9,381 11,701
Total shareholders' equity 1,557 5,730 4,207 3,146 3,142
Total liabilities, mezzanine equity H ) ]
and shareholders' equity 3,395 10,686 11,272 12,527 14,843 Financi a| ratios
Net cash/(debt)* 1,547 7,686 7,855 8,881 10,935
Profit & Loss Statement yoy
Net revenues 432% 237% 64% 42% 29%
Gross profit 520% 240% 52% 44% 30%
Net revenues 2,115 7,125 11,653 16,596 21,352 Operating income 1026% n.a. n.a. n.a. n.a.
Cost of revenue -536 -1,763 -3,496 -4,865 -6,046 Net (loss) income 1053% n.a. n.a. n.a. n.a.
Gross profit 1579 5362 8157 11,731 15306 Net (loss) income after na. na. na. na. na.
minority
Selling expenses -1,041 -5,816 -7,791 -10,776 -13,119 Non-GAAP items
R&D expenses -212 -734 -1,113 -1,189 -1,251 Non-GAAP gross profit 526% 240% 52% 44% 30%
G&A expenses -110 -567 -817 -862 -994 Non-GAAP operating income 1001% n.a. n.a. n.a. n.a.
Operating income 216 -1,755 -1,564 -1,096 -57 m?:c;r(i;tCAP net income after n.a. n.a. n.a. n.a. n.a.
. Non-GAAP adj. net income
Interest income 9 3 8 11 14 after minority n.a. n.a. n.a. n.a. n.a.
Net other income 6 254 49 46 39 Margins
Realized gains from investments 1 70 0 0 0 Gross profit 75% 75% 70% 71% 2%
Impairment loss on equity method ing i 0 250 2139 79 0
investment 0 0 0 0 0 Operating income 10% 25% 13% 7% 0%
Pre-tax income 242 -1,428 -1,508 -1,039 -5 Net (loss) income 11% -20% -13% -6% 0%
Income tax benefits (expenses) 17 35 -15 22 1 ,’:‘ﬁé‘,?;s) income after 9% -20% -13% 6% 0%
_(Loss) income from equity method 1 0 0 0 o Non-GAAP items
investments
Net (loss) income 227 -1,393 -1,523 -1,061 -4 Non-GAAP gross profit 75% 76% 71% 71% 2%
Net (loss) income after minority 188 -1,393 -1,523 -1,061 -4 Non-GAAP operating income 13% -21% -10% -4% 3%
sBC 60 238 373 498 641 ﬂ?ﬁ;ﬁ@w netincome after 12%  -16%  -10% 3% 3%
j . . Non-GAAP adj. net income o 160 100 a0, 0
Non-GAAP items: after minority 11% 16% 10% 3% 3%
Non-GAAP gross profit 1,595 5,429 8,254 11,860 15,473 Effective tax rate 7% 2% -1% -2% 20%
Non-GAAP operating income 276 -1,517 -1,191 -598 583 Current ratio (x) 110% 201% 142% 118% 115%
Non-GAAP net income after minority 248 -1,154 -1,150 -563 637 Net cash/equity 99% 134% 187% 282% 348%
m‘i’n”cﬁlyp adj. net income after 237 -1154  -1,150 563 637 ROE 0%  20%  -14% 9% 0%
EPADS (RMB) 0.90 -5.81 -6.28 -4.38 -0.02 P/E (x) 583.6 n.a. n.a. n.a. 217.2
Non-GAAP EPADS (RMB) 1.19 -4.82 -4.74 -2.32 2.62 P/B (x) 88.8 24.1 329 44.0 44.0
Non-GAAP adj. EPADS (RMB) 1.13 -4.82 -4.74 -2.32 2.62 P/S (x) 65.4 19.4 11.9 8.3 6.5

Sources: Company data, CMS (HK) estimates; *Net cash includes bank balance and ST investments
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Investment Ratings

OVERWEIGHT Expect sector to outperform the market over the next 12 months

NEUTRAL Expect sector to perform in-line with the market over the next 12 months

UNDERWEIGHT Expect sector to underperform the market over the next 12 months

BUY Expect stock to generate 10%+ return over the next 12 months
NEUTRAL Expect stock to generate +10% to -10% over the next 12 months
SELL Expect stock to generate loss of 10%+ over the next 12 months
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Disclaimer
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Limited, its holding company or affiliated companies, or any of its or their directors, officers or employees
(collectively “CMS”) do not represent or warrant, expressly or impliedly, that it is accurate, correct or complete
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the user. Investors are advised to independently evaluate particular investments and strategies, take financial
and/or tax advice as to the implications (including tax) of investing in any of the securities or products
mentioned in this document, and make their own investment decisions without relying on this publication.

CMS may have a long or short position, make markets, act as principal or agent, or engage in transactions in
securities of companies referred to in this document and may also perform or seek to perform investment
banking services or provide advisory or other services for those companies.

This document is for the use of intended recipients only and this document may not be reproduced, distributed
or published in whole or in part for any purpose without the prior consent of CMS. CMS will not be liable for any
claims or lawsuits from any third parties arising from the use or distribution of this document.

This document is for distribution only under such circumstances as may be permitted by applicable law. This
document is not directed at you if CMS is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. In particular, this document is only made available to certain US
persons to whom CMS is permitted to make available according to US securities laws, but cannot otherwise be
made available, distributed or transmitted, whether directly or indirectly, into the US or to any US person.

In Hong Kong, this document is distributed by China Merchants Securities (HK) Co., Limited, which is a
licensed corporation to carry on Type 1 (dealing in securities), Type 2 (dealing in futures), Type 4 (advising on
securities), Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under
the Securities and Futures Ordinance (Chapter 571).

In South Korea, professional clients can get copies of this document (upon request) through China Merchants
Securities (Korea) Co., Limited

In the United Kingdom, this document is distributed by China Merchants Securities (UK) Limited. This
document is for distribution only to persons who: (i) are persons falling within the definition of "Investment
Professionals” pursuant to Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended, the “Financial Promotion Order”); (ii) are persons falling within Article 49(2)(a) to (d)
(“High Net Worth Companies, Unincorporated Associations, etc.”) of the Financial Promotion Order; or (iii) are
persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21
of the Financial Services and Markets Act 2000) may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "Relevant Persons"”). This document is directed
only at relevant persons and must not be acted on or relied on by persons who are not Relevant Persons. Any
investment or investment activity to which this document relates is available only to Relevant Persons and will
be engaged in only with Relevant Persons.

If there is any inconsistency or ambiguity between the English version and the Chinese version of this
disclaimer, the English version shall prevail.
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