BRZERHR

LBHRIRUREE995 | +86 2123297818

www.swsresearch.com

& | AT
2022F7H28H

ZA

ks

hin%NE: 202278 27H
(et EST] 25.74
BEEFERIEE 7,001
52 AR/ ) 26.43/8.40
miE ({2%5w) 43.7
e (BRR) 170
LR (ARM/ZET) 0.15
BRI RN

20%
10%

0% r\
-10% ]
-20%

-30%
-40%
-50%

e EDU.N HSCEI

#¥IZEE: Bloomberg

EH DRI

=

A0230513030001
huangzhe@swsresearch.com

5SS
XER

A0230120040002
zhaosh@swsresearch.com

HREA

32

(8621)23297818x7262
huangzhe@swsresearch.com

A

EPEER AMPE

R ANSSEIE, FhidEHSAEATHR
FARDHERRER (EDU.N)

WMERAHERERANS 22 T 4Q B 5.24 {25t (R 57%), Non-GAAP |38
FSIR 1.6 123578 GRLLLETF 68%), SR KEBRTUAHREFER—RIERIERLL 1125
7T, SEEMSZHIAT] 6,840 BT, EERMEMER, it Non-GAAP |38 HRIALL TiE
37%, RESIREEWE. A7) 22 MFEWWKA 31.05 1257t (FELTHE 27%), Non-GAAP I3
BESIR 1046 {2355T, SMOTHANE. B, ARRNEE2F 7828 HE 2355 A 31
BEFFEAEY 4 ZETHRDEIWITR, SHE 10%, ZEATE0.

RALSTERRE, HRRGEHBNRMRE. FHROHNRASE, HEBFERBUREFERS
£ 22 RN D BIRECIESK 30%. 6%F1 16%. BATARFRARAEZWSIBKRTNEE
FAEREIRFE, NEHRANEKIEK, 2022 FERADIEE 457 BA, BEEUEK 21%,
REERLTE 4 MNEORE 24.2%, BAERRT T RAE TR EIKFERGRA TIRER
IR, it 22 MEETHEIASRIIEKA 27%, FrY, 2021 EHEBZAKELET 16%,
B 524 BN, HENFERSEFEBARIL 22 YFERIERY 8%, RmTHHRAEEFERMAE
BRSO ERISTHEN, BEATEEREENERERIGRK, Wit 23 UEHRSHEES
R AFZWSKNGIERE 9.37 {23558, FIHGEEGAE] 19%., 15, FERSEE K12 HEK
B. BREIRGURIFFEFWSS, £ 22 WE Q4 WA GLLERRIL 15%, FtEHARSHE
RREFIOMAIS AT, FSHEE 23 UEH—SRA, SHERIXT 22%,

MFREXERISHEIE. FHRTR 55.68%FRA L (01797.HK-EN), B THFRSEE
ETRDIEEREERIKIR, 23 2022 F7 B 26 H, BEREAMLEER 2,300 BA, 8£H GMV
X% 4,039 57T, RiRESE GMV J9H15 2,000 7T, FliTFitHRSEE 23 ME GMV iAE 69 2
7T, XMEREWSESIA 15.98 {Z7T. FRIBFIAMGEETRN (RoHiE: 8 5 PS, AFERLERIL
55 158 PE), PMRIRT, FFESELBRDIE 206 127t (30.5123&5T), TGRS FRIRNE
7916.97 {255, KA, FI55hE SKU EESZEm, BE®H GMV H—E1RT, HiFkSE
LLEDSHRHA—SRTTE, FEIRNKARIER RS ED.

YHSENTR. HITARRBERS FATN R MBEARHE, K9 WS ELSHER
BHERRAE 22 UEMFEERE TE, 72112555, BERAWSHRREAR, LAFLSH
BRR, BA VAT 23 WEASARAITIN. (i 7T 2589 Non-GAAP S FIETE 23/24/25
MEDBIAE 1.58, 2.59 F13.58 {Z37T. s, FRSELAIRERRIISE TR GEHR—
L HERNTE. R, ARFREH 42 {2555T, T2BROE, SMEPEHER 4 (Z3ETawit
¥, AEH—RIHRRERFED. Eit, T4 41.2 ST, FHEFENTR.

REEHRT . S ERBERISENND, BINMERKRZRTERE, SEURINEFISRENE.

155 &8E R B FUF

ARS FY22A FY23E FY24E FY25E
BN (B57T) 3,105 1,938 2,098 2,251
EHIEKE (%) -27.39 -37.59 8.26 7.27
FE=EFE (BA7T) -1,046 158 259 318
FEGERER (%) NA NA 63.94 22.71
BRE (o) -6.15 0.93 1.52 1.87
FEFIERER (%) -32.17 2.03 3.80 462
HER ({Z) NA 27.63 16.85 13.73
mEE (8) 1.15 0.90 0.83 0.78
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New Oriental reported 4Q22 revenue of US$524m (-57% YoY), Non-GAAP net loss to shareholder of
US$160m (+68% QoQ). Expanding loss was due to one-time impairment loss of c.US$100m, leading to
other loss amounted at US$68m. Without impairment loss, Non-GAAP net loss to shareholder was down
by 37% QoQ. For FY22, EDU booked revenue of USS$3.11bn (-27% YoY) and Non-GAAP net loss to
shareholder of US$1.05bn. The loss was less than we expected. EDU also announced from July 28, 2022 to
May 31, 2023, a share repurchase plan of no more than US$400m will be launched, accounting for 10% of
market cap.

Robust growth of adult tutoring. Adult tutoring, overseas test prep and overseas consulting businesses
booked revenue growth of 30%, 6% and 16% in FY22. We believe growth in adult tutoring was due to the
rising demand for better education after increasing difficulty for job seeking. Registers of postgraduate
entrance exam rose to 4.57m (+21% YoY) in 2022, while admission rate was down by 4ppts YoY to 24.2%.
Increasing difficulty in exam also stimulate needs for tutoring, and we expect enrolments of postgraduate
entrance exam tutoring of EDU to increase by ¢.27% YoY in FY22. As number of students study abroad rose
to 524k (+16% YoY) in 2021, enrolments of overseas test prep were expected to increase by c.8% YoY.
Thanks to high market share and leading position of EDU, we believe enrolments of EDU will continue to
expand, leading to a FY23 revenue of US$937m (+19% YoY) for both adult tutoring and overseas businesses.
EDU also explore new businesses like K12 quality-oriented education, intelligent learning system, study
tours etc., whose revenue has accounted for c.15% of total in 4Q22. We anticipate revenue of new lines to
account for 22% of total in FY23E backed by excellent brand and reputation of EDU.

Popularity of Oriental Selection skyrocketed. EDU owns 55.68% of Koolearn (01797.HK-BUY). As Oriental
Selection Studio, which is the live broadcast e-commerce platform owned by Koolearn, got popularin June.
As of 26 July 2022, fans of Oriental Selection exceeded 23m and GMV reached Rmb40.39m. We assume
daily GMV of Oriental Selection to be Rmb20m in a stable manner, leading to an annual GMV of Rmb6.9bn
in FY23E and revenue of live broadcast e-commerce to be Rmb1.6bn. Based on our base case (8X PS for
Oriental Selection, 15X PE for college-student tutoring), we achieve target enterprise value for Koolearn to
be Rmb20.6bn (USS$3.05bn), corresponding to US$1.7bn for shares owned by EDU. In the long run, we
anticipate Oriental Selection to expand SKUs with higher ASP to further increase GMV. Therefore, we
believe valuation of Koolearn has a greater room and will be reflected in the valuation of EDU once e-
commerce business achieves a better outcome.

Maintain BUY. We believe the impact from “Double Reduction” was almost cleared as one-time employees
laid-off and lease termination expenses was less than US$100m in 4Q22. With the steady growth of adult
tutoring, development of new businesses, we maintain our forecast that EDU will turn losses into profits in
FY23E. We expect the non-GAAP net profit to reach US$158m, US$259m and US$358m in FY23E, FY24E
and FY25E. Besides, rapid development of Koolearn also provide opportunity for further upward valuation
revision of EDU. And as EDU still had net cash of US$4.2bn, we maintain our target price of $41.2, and
reiterate BUY rating.

Risks: Severe supervision was released for AST in high school stage, resulting in more one-time expenses;
demand for overseas study continued to be suppressed by pandemic, leading to a slowdown in recovery
of overseas business.
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RS 0 0 0 0
EERATN -1,367 -8 104 90
Hith 612 -4 2 3
FEEFREME S -3,036 209 431 405
BAFX 97 -102 -107 0
EHHeEEME TR 2,650 234 -257 -283
RS EEREME S 2,553 -336 -364 -283
RRANELR 0 0 0 0
W EI 0 0 0 0
RRFETM 0 0 1 2
DLRFE 0 0 0 0
Http S E R 0 0 1 2
BB RS ISR 0 0 0 0
LRSI 0 0 1 2
FFRMERMESE MY -483 -127 68 124
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LARESHEN 6 NEA, IBEsSMinEHERIKEMEEIRE, EXUT:
SEN (BUY): 12 MBI TS LK 20%LA L ;
1855 (Outperform): 12 NEARMNTRITHE LK 10-20%;
8 (Hold): 12 MNBHRBRNEHMBETRITE-10%F0+10%2Z[8);
A5 (Underperform): 12 NBRBNTRITIE FEL 10-20%;
B (SELL): 12 NERBRMNTRITHE TS 20%LA £,

AR EITR:

LUREHER 6 MNEA, TAEFiaEE B rIskEE ARE, EXAT:
BIF (Overweight) : 1T EHEATIARI;

tE (Neutral): 1T SEAIHRMENSE;

&% (Underweight) : {755 FEARMIAZRIL,
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