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Profit Schedule Remains Unchanged Despite Surprising

Earnings in 20Q2021
JUEF20214F 522 B BRI A N B Ah, 8L BRI IR 1A 2 4 55 A A

o China’s e-commerce GMV growth was solid in 1M-7M2021. According to .
data published by the National Bureau of Statistics of China, China’s Rating: Accumulate
e-commerce GMV in 1M-7M2021 reached RMB7,110.8 bn, up 21.9% yoy,
while the percentage of online purchasing in terms of physical goods was T et
23.6%, down 1.4 ppts yoy. -
° Key points: 1) Pinduoduo Inc. ("PDD", or the "Company") delivered
mixed results for 2Q2021. PDD unveiled the "10 billion agriculture initiative", 6.18m TP H bxffi: US$120.00
with plans to allocate profits from 2Q2021 and any potential profits in future
quarters into this.initiative. 2) .PD.D’s revenugs climbed 89.0% yoy to ADS price ADS{#4: US$94.980
RMB23,046.2 mn in 2Q2021, missing expectations. 3) We have lifted our
gross margin estimations for 2021 to 2023. The merchandise sales
business is expected to contribute a very small portion of total GMV, which Stock performance
will help gross margin perform better than our expectations. 4) We maintain Bt FI
our total operating expenses ratio forecasts to trend lower in 2021 to 1100
2023, but it might be higher than we previously expected. The "10 billion % of return
agriculture initiative" might further push research and development expenses 1200 +
higher. 5) The Company will turn profitable on non-GAAP basis from 1000 +
2022; this view hasn’t changed. 800 4+
®  Reduce target Price to US$120.00, but maintain investment rating as 600 +
"Accumulate". The cost reduction from downsizing merchandise sales 400 1
business might offset the negative impacts from increasing operating 200 4
expenses and the launch of the new initiative. Our TP represents 15.1x 00 - . . . e
2021F EV/GP or 9.2x 2021F PS. 200 "y
° o A 5 BT 2021 4F 1 HE 7 ARee K. IR P E E R G iHR R A, 2021 w0 L
F1AE 7 APEBERTSRFENRT 71,108 1278, R 21.9%, i FXIE S b Aug20 Oct-20 Dec20 Feb21 Apr-21  Jun-21
T4y LEisE) 23.6%, FILLHE 1.4 ANE 4 CCMP Index PINDUODUOD INC
° EHE: DHBSAF(“HE B R AR )2021 EF_FERNLSHRAL—. JiL L ek
HCECARBEEE , RIS 2020 SR 5 R AR AR SR J LA 2 L AT AR T A 43
RCEIZI R 2)BH5 B HIRALE 2021 BRI HMNK 80.0%FE AR 2304627 a9 InADS Price L M vy
77t EFFH. B 2021 4FF 2023 FERBFETR. #5858l 55 BT Rt 2z 1A 37A 1%
GMV HTTRRAR /N, 08 B D BRI R BT T BRA T TN . 4)BRAIGERA 2021 4£2 2023 ?&gﬂfm % 37 (23.9) 6.5
FERZERARNTN, EHXTREFTRILTHTI. <O CRHEH Wit — ?Hexly];/f{ ;;/EQJSIOD/DAQIndex ©04) 35.0) (24.0)
BHERTER B . SYATIHEM 2022 £ FFHESEIAE GAAP R XA ABAH B Avg. ADS price(US$) o8 106.7 126.4
PRI (EI0 ) ) )
° THESRNME 120.00 £50, EERFRBIPFONUEE". 7 B L5 BT84 1A Source: Bloomberg, Guotai Junan International.
T RE 2 HRIHAZ S P B AT 28 6 1 H ) ST R . JRATA BRI AR 24T 15.1 % 2021 4
T EVIGP 8 9.2 % 2021 £E Fil i 4 3.
Year End Turnover Net Profit ~ Earnings/ADS Earnings/ADS PER BV/ADS PBR DP ADS Yield ROE
G [ION AR o ADS R 43 ADS R W& G ADS ¥ WEE &4 ADS AR R
3l o j1:858
12/31 (RMB m) (RMB m) (RMB) (A%) (x) (RMB) (x) (RMB) (%) (%)
2019A 30.142 (6.968) (6.023) n.a. n.a. 21.306 31.0 0.000 0.0 (32.1)
2020A 59,492 (7,180) (6.023) n.a. n.a. 50.479 12.3 0.000 0.0 (16.9)
2021F 105,366 (9,241) (7.348) n.a. n.a. 47.551 12.9 0.000 0.0 (15.4)
2022F 154,884 (4,386) (3.386) n.a. n.a. 51.065 12.0 0.000 0.0 (7.0)
2023F 195,807 1,055 0.791 n.a. 775.3 58.681 10.5 0.000 0.0 15
ADS inissue (m) & ADS #7 (m) 1,252.9 Major shareholder K% Zheng Huang 28.1%
Market cap. (US$ m) TlifE (US$ m) 119,000.4 Free float (%) [ HtiELE (%) 71.9%
3 month average vol. 3 > ¥ A2 i 4L (‘000) 8,389.3 FY21 Net gearing (%) FY21 {§ {5/ R %5 4 (%) Net Cash
52 Weeks high/low (US$) 52 i &= /M& (US$) 212.597 / 69.890 FY21 EV/IGP FY21 A\ AN i/ F 11.7

Source: the Company, Guotai Junan International.
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China’s e-commerce GMV growth was solid in 1M-7M2021. According to data published by the National Bureau of Statistics
of China (NBS), China’s e-commerce GMV in 1M-7M2021 reached RMB7,110.8 bn, up 21.9% yoy, whereas total sales of
consumer goods increased by 20.7% yoy in the same period; both growth rates decelerated from a few months ago. During the
conference from the NBS, weaker performance in China’s retail industry in the recent months was due to i) severe weather in
several provinces, and ii) resurfacing of the domestic COVID-19 epidemic. By GMV breakdown in 1M-7M2021, China’s
commodity e-commerce GMV increased by 17.6% yoy to RMB5,813.0 bn, while China’s service e-commerce GMV grew 45.8%
yoy to RMB1,297.8 bn. The percentage of online consumption in terms of physical goods for 1M-7M2021 was 23.6%, down 1.4
ppts yoy. By product category, food, apparel, and household goods increased by 23.7% yoy, 21.6% yoy and 15.8% yoy,
respectively. If looking at monthly performance, e-commerce GMV growth was ahead of that of total sales of consumer goods
since 4M2021, improving percentage of online shopping for physical goods gradually. In addition, China’s express delivery
volume in 7M2021 reached 8.9 bn, up 28.7% yoy.

Figure-1: China’s Commodity E-Commerce GMV Figure-2: Percentage of Online Shopping for
Physical Goods
(RMB Bn)
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Percentage of Online Shopping for Physical Goods
mmm Commodity E-commerce GMV =Y oY
Source: National Bureau of Statistics of China, Guotai Junan Source: National Bureau of Statistics of China, Guotai Junan
International. International.
Table-1: PDD Core Indicator Matrix and Quarterly Projection
Quarterly Results 2Q20 3Q20 4Q20 1Q21 2Q21 2Q21 yoy 3Q21F 4Q21F
Total revenues mn RMB 12,193.3 14,209.8 26,547.7 22,1671 23,046.2 89.0% 25,845.8 34,306.7
Gross profit mn RMB 9,531.2 10,949.6 15,021.6 11,421.0 15,148.3 58.9% 14,344 4 19,4451
Profit/ (loss) from operations mn RMB (1,639.6) (1,294.7) (2,047.8) (4,147.0) 1,997.5 n.a. (5,297.9) (4,740.9)
Net Income to PDD mn RMB (899.3) (819.2) (1,376.4) (2,905.4) 24146 na. 4751.0)  (3,999.0)
Non GAAP operating profit mn RMB (725.1) (338.8) (1,114.5) (3.174.1) 3,185.2 na. (41344)  (343358)
Non GAAP Net Income mn RMB (77.2) 4319 (184.5) (1,890.3) 41253 na. (29806)  (2615.9)
Active buyers mn 683.2 7313 788.4 823.8 849.9 24.% 859.3 873.5

Source: the Company, Guotai Junan International.

Pinduoduo Inc. ("PDD", or the "Company") delivered mixed results for 2Q2021. The Company’s revenues increased by
89.0% yoy to RMB23,046.2 mn, missing our expectations by 13.9%. Non-GAAP net income attributable to ordinary
shareholders amounted to RMB4,125.3 mn, turning profitable from the non-GAAP net loss of RMB77.2 mn from 2Q2020. Active
buyers reached 849.9 mn, representing yoy growth of 24.4%. Gross margin was 65.7%, down 12.4 ppts yoy, 15.7 ppts above
our expectations. Total operating expenses reached RMB13,150.9 mn, up 17.7% yoy. Overall, the results seem mixed; the top
line was lower than our expectations, but the bottom line surprised the market. In our view, much lower-than-expected
merchandise sales revenue was the key, which led to consensus-missing revenue with surprising profitability. Due to the 1P
business model of merchandise sales business and lower sales and marketing expenses ratio, both helped the Company to
deliver surprising profitability in 2Q2021. However, the Company added that the sales and marketing ratio stayed at a low level
in 2Q2021, which was a one-off seasonality reason; it expects to be back at a high level starting from the next quarter. At the
same time, the Company announced to unveil the "10 billion agriculture initiative", planning to allocate profits from 2Q2021
and any potential profits in future quarters into this initiative. The "10 billion agriculture initiative" strives to facilitate
the advancement of agri-tech, promote digital inclusion, and provide agri-tech talents and workers with greater
motivation and a sense of achievement. According to the management, this initiative will undoubtedly impact the

31 August 2021

(PDD US)

5 57
%%

B

Pinduoduo Inc.

-l Company Report

See the last page for disclaimer Page 2 of 8



O ERERIES

GUOTAI JUNAN SECURITIES Pinduoduo Inc. (PDD US)

short-term earnings per share for shareholders, thus the surprising profitability in 2Q2021 is not sustainable.

PDD’s revenues climbed 89.0% yoy to RMB23,046.2 mn in 2Q2021, missing expectations. During 2Q2021, online
marketing services revenues reached RMB18,080.4 mn, up 63.6% yoy, accounting for 78.5% of total revenues. Transaction
services revenues contributed 13.1% of total revenues, amounting to RMB2,033.5 mn. Merchandise sales business generated
revenues of RMB1,958.2 mn, down 61.8% qoq; the management mentioned that merchandise business would be the
temporary replenishment of specific goods by 1P business model, the brand mix or the product mix might change quarterly
subject to a different situation, leading to unpredictable and inconsistent results. Due to downsizing merchandise sales revenue
in 2Q2021, the Company’s top line missed. If excluding merchandise sales revenues, the Company'’s online marketing services
revenues and transaction services revenues aggregately contributed RMB21,088.1 mn, meeting our expectations. Also, the
Company’s active customers still grew over 20% yoy in 2Q2021, amounting to 849.9 mn, 1.8% above our estimations. In our
view, the Company’s user expansion is still ongoing, however, growth is very likely to decelerate when the user and
geographical location both have high penetration in China. We keep our active buyers estimations for 2021 to 2022, but slightly
raise for 2023. We expect active buyers to reach 873.6 mn/ 927.3 mn/ 955.1 mn, respectively, equivalent to 10.8%/ 6.2%/ 3.0%
active buyer yoy growth. In terms of merchandise sales revenues, we have cut our estimations for 2021 to 2023 by 36.4%/
26.8%/ 19.2% to RMB14.144.6 mn/ RMB18,275.1 mn/ RMB21,794.7 mn, respectively, accounting for 0.16%/ 0.15%/ 0.15% of
our GMV forecasts. Due to trimmed down merchandise sales revenues, our GMV forecasts for 2021 to 2023 have been revised
down by 7.4%/ 3.8%/ 0.7% to RMB2,294.4 bn/ RMB3,121.2 bn/ RMB3,807.5 bn, respectively. Meanwhile, we have raised our
take rate assumption for 2021 to 2023 to 4.59%/ 4.96%/ 5.14%, respectively, showing efficiency improvement amid a more
mature approach to new business development such as Duo Duo Grocery. After all adjustments we have made, our revenues
forecasts have been adjusted by -5.8%/ 2.8%/ 5.5% to RMB105.365.9 mn/ RMB154,883.9 mn/ RMB195,807.3 mn, respectively.

Table-2: PDD’s Key Performance Indicators Projection Changes between 2021 and 2023

Units New ! old
2021 2022 2023 ' 2021 2022 2023
Active buyers Mn 873.6 927.3 955.1 873.6 927.3 945.8
ARPU RMB 2,626.6 3,366.0 3,986.5 2,836.7 3,499.3 4,054.7
GMV RMB bn 2,294.4 3,121.2 3,807.5 2,478.0 3,244.8 3,835.0
% of merchandise sales GMV % 0.16 0.15 0.15 ! 0.24 0.20 0.18
Take rate % 4.59 4.96 5.14 . 451 4.64 4.84
Source: the Company, Guotai Junan International.
Figure-3: PDD’s Revenues Estimates Figure-4: PDD’s Active Buyers Estimates
(RMB mn) (mn)
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Revenue e 0y growth Active buyers = 0y growth
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Table-3: PDD’s Revenue Projection Changes By Segment

New Old
2021 2022 2023 ; 2021 2022 2023
Online marketplace services* 91,221 136,609 174,013 89,628 125,689 158,692
Merchandise sales 14,145 18,275 21,795 22,226 24,972 26,969
Total revenues 105,366 154,884 195,807 ! 111,853 150,661 185,661

Source: the Company, Guotai Junan International.
*Online marketplace services consist of online marketplace services and transaction services.

We have lifted our gross margin estimations for 2021 to 2023. Total cost of revenues were RMB7,897.9 mn, surged 196.7%
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yoy, while the Company’s gross margin was 65.7%, dropping by 12.5 ppts yoy. The cost of revenues for 2Q2021 were far below
our estimations, this was due to an unexpected downsize of merchandise sales revenues. Due to 1P business model operated
by merchandise sales business, its revenue scale will have significant impact on the gross margin outlook, this was proved in
the past few quarters. During this quarter, merchandise sales revenues declined 61.8% qoq and missed our expectations by
64.0%, leading to gross margin having performed much better than our expectations and market consensus. The merchandise
sales business is the temporary solution to maintain some products/ brands with no stable supply from third parties, PDD will
continue to shift all products/ brands to the online marketplace model as much as possible while the online marketplace model
is still the core business model of the Company, thus the merchandise sales business is expected to contribute a very small
portion of total GMV going forward. As we mentioned above, we have cut our estimation on GMV percentage of the Company’s
merchandise sales business for 2021 to 2023, resulting in a higher gross margin estimation for the mentioned period. To
conclude, our gross margin estimates for 2021 to 2023 have been lifted by 3.6 ppts/ 2.9 ppts/ 2.6 ppts to 57.3%/ 58.5%/ 59.4%,
respectively, while gross profit forecasts have been revised up by 0.5%/ 8.3%/ 10.2% in 2021 to 2023, amounting to
RMB60,358.9 mn/ RMB90,617.7 mn/ RMB116,278.6 mn, respectively.

We maintain our total operating expenses ratio forecasts to trend lower in 2021 to 2023, but it might be higher than we
previously expected. In 1Q2021, the Company posted 57.1% of total operating expenses ratio, 9.1 ppts below our
expectations. Marketing expense ratio remained as the largest expense within all operating expenses, accounting for 45.1% of
total revenues, but missing our estimations by 9.9 ppts. It is not the general practice to have a lower marketing expense ratio in
the e-commerce industry’s peak season; the Company’s 2Q2021 marketing expense ratio was even lower than that in 1Q2021.
The management explained that it was the one-off seasonality reason that resulted in lower marketing expense ratio in 2Q2021,
and higher marketing expense ratio will continue as the Company will adopt the normal practice in this future. To recall from their
1Q2021 earnings call, the Company said they would continue to roll out its RMB10 bn subsidy program, thus we believe that
most marketing expenses will be incurred in 2H2021, particularly with a relatively lower marketing ratio in 2Q2021. Meanwhile,
the Company’s active buyer scale is much bigger, thus it might spend more on user acquisition as well as user retention.
Therefore, we have raised our marketing expense ratio for 2021 to 2023 by 3.8 ppts /2.9 ppts/ 1.2 ppts to 57.8%/ 53.0%/ 50.6%,
respectively. At the same time, the Company unveiled a new program for the development of the agricultural sector and rural
areas, namely the "10 billion agriculture initiative". This initiative aims to face and address critical needs in the agricultural sector
and rural areas; we expect that technology innovation will be one of the key focuses of this initiative. During the 1Q2021
earnings call, the Company had already said to increase investment for rethinking logistics systems and infrastructure. If adding
the investment of "10 billion agriculture initiative”, this might further push research and development expenses higher. As such,
we have revised up our research and development expenses ratio for 2021 to 2023 by 0.2 ppts/ 0.4 ppts/ 1.6 ppts to 9.4%/
9.2%/ 9.1%, respectively. We also raise our estimations on general and administrative expenses ratio for 2021 to 2023,
reflecting that more general and administrative expenses will be incurred along with enlarging business scale. Our general and
administrative expenses ratio for 2021 to 2023 amounts to 1.7%/ 1.5%/ 1.3%, up by 0.2 ppts/ 0.1 ppt/ 0.1 ppt from our previous
estimations. Overall, our total operating expenses ratio forecasts for 2021 to 2023 are 68.9%/ 63.7%/ 61.0%, respectively, while
total operating expenses will grow 46.3%/ 36.0%/ 21.1% in the mentioned period.

Figure-5: PDD’s Gross Margin Estimates Figure-6: PDD’s Operating Expenses Ratio
Estimates
120.0% -
90% -
, 102.5%
o | 77.9% 79.0% 100.0%
80% 90.2%
70% - 67.6% 80.0% -
60% 57.3% 58.5% 59.4% 69.2%
60.0% - 57.8%
50% - 53.0% 50.6%
40.0% -
40% -
30% 20.0% - \
i )
20% 0.0% ; ‘
10% -| 2018 2019 2020 2021F 2022F 2023F
0% ' ' ' ' ' ' Sales and marketing expenses
2018 2019 2020 2021F 2022F 2023F

= General and administrative expenses

Gross margin
== Research and development expenses

Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

The Company will turn profitable on non-GAAP basis from 2022; this view hasn’t changed. After all adjustments are
made, we expect that the Company will turn profitable on GAAP basis from 2023, but non-GAAP net profit will swing into profit
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earlier from 2022; this view remains unchanged. Our GAAP net profit/ (loss) forecasts for 2021 to 2023 are (RMB9,240.8 mn)/
(RMB4,386.2 mn)/ RMB1,054.9 mn, respectively, with net margin of -8.8%/ -2.8%/ 0.5%. Accordingly, non-GAAP net profit/ (I0ss)
forecasts for 2021 to 2023 are (RMB3,423.1 mn)/ RMB2,829.8 mn/ RMB9,319.6 mn, respectively, representing non-GAAP net
margin of -3.2%/ 1.8%/ 4.8% for such years, respectively.

Figure-7: PDD’s GAAP Net Profit Projections Figure-8: PDD’s Non GAAP Net Profit Forecasts
(RMB mn) (RMB mn)
2,000 - 1,054.9 10,000 - 9,319.6
8,000 -
2018 2019 2020 2021F 2022F 2023F 6,000 1
(2,000) -
4,000 -
(4,000) - 2,829.8
(4,386.2) 2,000 -
(6,000) -
(8,000) | (7,179.7) 2018 2019 2020 2021F 2022F 2023F
(69676) (2,000) -
10,000) -
(10,000) (9,240.8) (4,000) -| (2965.0) (3 4731)
(3,456.0)
(12,000) - (10,297.6) (6,000) - (4,265.8)
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Reduce target price to US$120.00, but maintain investment rating as "Accumulate”. The Company’s 2Q2021 results were
mixed. Lower merchandise sales revenues seem like a double-edged sword, resulting in consensus-missing revenue growth
with improved profitability. Also, the lower-than-expected marketing expenses ratio in 2Q2021 further boosted profitability.
However, the management told investors that they would continue to increase marketing expenses, similar to the past. At the
same time, the Company’s "10 Billion Agriculture Initiative" will further drive operating expenses forecasts, in our view. The cost
reduction from downsizing merchandise sales business might offset the negative impacts from increasing operating expenses
and the launch of the new initiative. Hence, we maintain our view on the Company that it will swing into profit on non-GAAP
basis from 2022, showing profitability improvement. We maintain investment rating as "Accumulate", reflecting growth potential
and the expectation of profitable business model. We cut target price to US$120.00, representing 15.1x 2021F EV/GP or 9.2x
2021F PS; this is due to policy uncertainty still surrounding Chinese internet companies and industry revaluation. Risk factors:
lower-than-expected revenue growth, sharp RMB depreciation, failure in category expansion, more policy curbs in the
e-commerce industry in China, active buyer retreat, and failure to uncover buyer value.
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Table-4: Peers Comparison

Company Stock Code Currency La'st Market Cap Adjusted PE Price/Sales EVIGP PEG
Pric® — mn HKD FY21F FY22F FY23F FY21F FY22F FY23F FY2F  FY22F  FY23F  FY21-23
E-commerce
Alibaba Group-SW ** 9988 HK HKD 15820 3440,127.7 170 142 118 31 25 2.1 7.0 55 43 09
Ebay Inc EBAY US USD 7755 3925519 201 174 158 48 46 44 6.9 6.2 57 1.6
Amazon.Com Inc AMZN US USD 342157 134933093 482 397 297 36 3.1 26 9.1 7.7 6.6 1.8
Z Holdings Corp** 4689 JT JPY 6946 3804485 619 461 378 35 33 3.0 na. na. na. 22
Rakuten Inc 4755 JT JPY 1114 127,026.7 n.a. na. 1227 1.1 1.0 0.9 n.a. n.a. n.a. n.a.
Jd.Com-SW 9618 HK HKD 29840 9304024 478 295 196 08 07 06 53 41 33 09
Vipshop Holdings Ltd - Adr VIPS US USD 1430 75,297.7 9.4 8.2 72 05 0.4 0.4 1.8 1.3 09 07
Pinduoduo Inc-Adr PDD US USD 9498 9269321  na 1987 552 7.0 5.0 38 10.9 74 5.1 na.
Trip.Com Group Ltd-Adr TCOM US USD 2859 1419153 576 196 149 49 33 2.8 75 47 35 06
Simple Average 374 467 350 33 27 23 6.9 53 42 1.2
Weighted Average 398 414 276 36 3.0 25 83 6.8 58 15

Internet Conglomerate

Tencent Holdings Ltd 700 HK HKD 4658 44718205 277 228 18.7 6.4 5.4 46 14.3 1.8 9.7 1.3
Baidu Inc - Spon Adr BIDU US USD  153.18 415,163.5 15.8 14.3 1.8 2.7 24 2.1 36 29 18 1.0
Alphabet Inc-Cl C GOOG US USD 2909.39 15,061,0874 250 227 19.0 9.3 8.0 6.9 12.9 1.0 9.3 1.7
Microsoft Corp MSFT US USD 30359 17,765390.7 390  34.6 30.2 137 11.9 10.5 19.4 16.8 14.6 23
Facebook Inc-Class A FB US USD 38066 83572885 237  20.6 18.1 9.0 75 6.4 10.3 8.4 6.8 1.6
Softbank Group Corp** 9984 JT JPY 6152 740,694.5 58 75 71 1.7 1.7 1.6 9.4 8.9 8.3 (0.6)
Simple Average 228 204 175 7.2 6.1 5.3 1.7 10.0 8.4 1.2
Weighted Average 300 266 228 10.5 9.0 78 14.9 12.7 10.8 1.8
Simple Average 30.7 354 28.0 48 4.1 35 9.1 7.4 6.1 12
Weighted Average 329 310 242 8.4 7.2 6.2 12.9 1.0 9.3 1.7

Source: Bloomberg, Guotai Junan International.
Note: ** these companies’year end as at March of each year, the figures represent FY2022/ FY2023/ FY2024.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (RMB m, 2019A 2020A 2021F 2022F 2023F
¢ ) Year end 31 Dec (RMB m) 2019A 2020A 2021F 2022F 2023F
Total Revenue 30,142 59,492 105,366 154,884 195,807 .
Long-term investments 503 7,275 8,316 9,398 10,620 —l
Cost of revenues (6.339) (19,.279) (45,007) (64,266) (79,529) S
Property and equipment, net 41 203 870 3,771 16,540 «
Gross profit 23,803 40,213 60,359 90,618 116,279 -
, Intangible asset 1,994 1277 1,404 1,545 1,699 g
Sales and marketing expenses (27,174) (41,195) (60,854) (82,097) (99,039) )
- Loan to a related party 0 0 0 0 0 =]
General and administrative expenses (1,297) (1,507) (1,765) (2,368) (2,572) <
e ‘—|
Research and development expenses (3,870) (6.892) (9.928) (14,184) (17,894) Right-of-use assets 517 630 724 818 900 =
Operating Proft (8.538) (9,380) (12,188) (8031) (3.227) Total Non-current Assets 3,056 9,385 11,314 15,532 29,760
Interest income 1,542 2,455 3,161 3,717 4,308
Interest expense (146) 757) (1.366) (1529) (1,6%0) Cash & Restricted Cash 33,346 74,844 79,024 92930 107,694
Foreign currency exchange income/(loss) 63 225 209 336 339 Receiv. from online pay't platforms 1,051 730 766 804 845
Others (loss)/income, net 83 194 775 930 1,116 Short-term investments 35,289 64,551 74,234 77,945 81,843
Profit Before Tax (6,996) (7,263) (9,409) (4,577) 845 Amounts due from related parties 2,366 4,240 4452 4,675 4,908
Share of results of equity investee 29 84 169 191 210 Prepayments and other 950 5,160 4,655 5,529 5,200
Income Tax 0 0 0 0 0 Total Current Assets 73,001 149,524 163,132 181,884 200,490
Profit After Tax (6,968) (7,180) (9.241) (4,386) 1,085 Total Assets 76,057 158909 174,446 197415 230,250
Non-controlling Interest 0 0 0 0 0
Shareholders' Proft/ Loss (6.968)  (1180)  (O241)  (4386) 1,085 Amounts due to related parties 1,503 3,386 7712 6374 8878
Customer advances 606 2,423 4,482 6,082 7,862
Basic Earnings Per ADS (6.023) (6.023) (7.348) (3.386) 0.791
Payable to merchants 29,926 53,834 57,142 60,826 64,677
Diluted Earnings Per ADS (6.023) (6.023) (7.348) (3.386) 0.791
Acc. expenses and other liabilities 4877 11,193 13,468 14,703 13,622
Weighted average ADS outstanding
) Merchant deposits 7,841 10,926 13,735 14,436 13,889
Basic mn ADS 1,157 1,192 1,258 1,295 1,334
Short-term borrowings 899 1,866 1,979 3,194 4,804
Diluted mn ADS 1,157 1,192 1,258 1,295 1,334
Lease liabilities 116 253 342 427 491
Non GAAP operafing profi (5.981) (5.767) (7.557) @141) 3571 Total Current Liabilities 45,768 83,882 98,859 106,043 114,223
Non GAAP net income (4,266) (2.965) (3423) 2,830 9,320
Convertible bond 5,207 14,433 15,303 24,696 37,153 /U?
D
Cash Flow Statement Long term loan 0 0 0 0 0 o
Deferred tax liabilities 0 0 0 0 0 E
Year end 31 Dec (RMB m) 20190 2020A 2021F 2020F 2025F Lease liabilities 429 415 477 525 577 Y
Operating activiies Other non-current liabilities 7 3 3 3 3 o
Net loss/ income (6.968) (7.160) 0261) (.389) 1055 Total Non-current Liabiliies 5643 14,851 15,783 25,204 37,733 &
Depreciation 638 652 78 2317 14107 Total Liabiliies 51,410 98733 114643 131267 151956 2
Working capital change 18,606 31,050 14,048 3573 5,256 S
°
Share-based compensation 2558 3613 4631 5890 6,798 Total Shareholders' Equity 24,647 60,176 59,803 66,149 78,294 g
Other non cash gain/loss (13) 62 988 1,002 1,141 Minority Interest 0 0 0 0 0 g
Cash from Operating Activities 14,821 28,197 11,211 9,396 28,447 Total Equity 24,647 60,176 59,803 66,149 78,294 &
Investing activities
Capital expenditure @7 43) (667) (2.901) (12,770)
Investment (27,868) (38,077) (10,723) (4,794) (5,120) Financial Ratios
Other cash related to investing act. (425) (238) 0 0 0 2019A 2020A 2021F 2022F 2023F
Cash from Investing Activities (28,320) (38,358) (11,390) (7,695) (17,890)
Financing activities Non GAAP Operating margin -19.8% 97% -72% -14% 1.8%
Capital raise from IPO, net 7994 26,805 0 0 0 Non GAAP Net margin -14.2% -5.0% -3.2% 1.8% 4.8%
Convertible preferred shares, net 6,964 13,024 0 0 0
Proceeds from short-term borrowings 897 1,829 1,979 3194 4,804
Others 0 ) 1815 8,279 (1,688)
Cash from Financing Activities 15,855 51,799 3,793 11473 3,116
Effect of exchange rate changes on cash 450 (140) 566 732 1,091
Net Changes in Cash 2,806 41,498 4,181 13,906 14,764
Cash at Beg of Year 30,540 33,346 74,844 79,024 92,930
Cash at End of Year 33,346 74,844 79,024 92,930 107,694

Source: the Company, Guotai Junan International.
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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 GUOTAI JUNAN 1 (01788 HK),SF REIT (02191 HK),JINSHANG BANK (02558 HK),HAITIAN ANTENNA (08227
HK),XPENG-W (09868 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.

© 2021 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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