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Koolearn Technology (01797.HK)

FY2022 Review: effects of strategic transformation
start to manifest, and live-stream e-commerce

business is worth expecting
Buy (Maintain)

Forecast & Valuation FY2022A FY2023E FY2024E FY2025E
Revenue (RMB mn) 600.53 2,552.43 3,617.40 4,963.40
Growth (YoY %) -57.67% 325.03% 41.72% 37.21%
Net income (RMB mn) -533.95 556.41 865.21 1,118.89
Growth (YoY %) - - 55.50% 29.32%
EPS (RMB) -0.53 0.56 0.86 1.12
P/E (X) - 57.57 37.03 28.62

W

Investment Thesis

Event: The company's FY2022 revenue dropped by 58% yoy to RMB600mn; FY2022
net loss narrowed from RMB1.658 bn in FY2021 to RMB534mn.

The live-stream e-commerce business became a new growth driver while the
education business started to stabilize. 1) Education: In FY2022, the company's
revenue from college education and institutional education business declined by 6% and
22% yoy respectively, narrower than that of FY2021. In addition, the number of college
education’s paying students began to stabilize, thanks to continued optimization of
product lines and adjustment of marketing strategy for overseas test preparation. 2)
live-stream e-commerce: The company's live-stream e-commerce business achieved
revenue of RMB 24.6mn in FY2022, with a GMV of around RMB 2bn in the last three
months. With nearly 25 million followers and excellent indicators such as purchase &
repurchase rate and return rate, the e-commerce business enjoys rapid growth. We expect
the launch of Dongfang Zhenxuan app to help the company accumulate private traffic
and meet the needs of users with strong shopping purposes.

Dongfang Zhenxuan enjoys leading profitability through content marketing and
brand marketing. The company's e-commerce business achieved FY2022 gross profit
of RMB 9.3mn. It started to gain profit and realized positive cash flow since June, the
first month of FY2023. Dongfang Zhenxuan's profit margin is much higher than the
margin of traditional live-streaming marketing and MCN companies, mainly due to 1)
Revenue side: its revenue mainly comes from product commissions and proprietary
sales. Though lack of payment charged by traditional MCN companies, Dongfang
Zhengxuan is able to hold strong bargaining power for product-selection and high level
of commission rate. 2) Cost side: acquiring customers via attractive content saves traffic
costs; live-streaming via the brand name saves the anchor commission costs.

Brand value is unleashing as the e-commerce account matrix comes to manifest. The
“Beautiful Life” account begins to implement high-intensity live-streaming of 12
hours/day recently. According to Feigua data, the GMV of “Beautiful Life” account
reached RMB54.51mn from 8/1 to 8/28, up by 116% compared to the GMV from 7/8 to
7/31. Along with the expansion of the anchor team, improved matching of anchor &
category and stronger supply chain capabilities, we expect the company to further
improve the sales efficiency of non-agricultural categories, and to expand product lines
to more categories such as mother and child, sports, cultural travel and etc. to fully
release the brand value.

Earnings Forecast & Rating: We expect the company's new education products and
live e-commerce business to contribute more incremental income since FY2023 and raise
EPS forecast of FY2023-FY2024 from RMB0.54/0.85 to RMBO0.56/0.86; estimate FY
2025 EPS to be RMB1.12, with corresponding P/E at 57x/37x/28x for FY2023-FY2025.
We favor the company's long-term development and maintain the "Buy" rating.

Risks: Fiercer competition; risk of losing anchors; lower-than-expected consumption;
policy risks.
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Price Performance

Kooleam Technol HSI

2022/04/29 2022/08/28

Market Data

Closing price (HKD) 35.10
52-week Range (HKD) 2.84/37.60
P/B (X) 18.80
Market Cap (HKD mn) 35,247
Basic Data

BVPS (HKD,LF) 1.93
Liabilities/assets (%) 20.32
Total Issued Shares (mn) 1,004.20
Shares outstanding (mn) 1,004.20
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& fifhk (BAT) FY2022A FY2023E FY2024E FY2025E  #}#%& (G5 ) FY2022A FY2023E FY2024E FY2025E
Uik 1,691 5,059 5,173 6,281 AiEdN 601 2,552 3,617 4,963
N4 547 1,454 2,133 3256 AHEARA 210 1,401 2,025 2,933
ot d 98 416 589 808 A 391 1,151 1,593 2,031
A5 5 28 67 98  TAF I 0 0 0 0
BNk 683 2,803 2,025 1,760  HF: AHE A 549 733 903 1,117
FRFHF = 368 602 730 831 232 %A 270 383 506 695
K AL 178 178 178 178 BHE e R 214 281 326 347
B &= 34 269 396 498 H A 64 69 71 74
EELE 0 1 2 3 #ZEHE 0 0 0 0
I T~ 48 48 48 48w WSRO -158 418 690 914
H AR RS 107 107 107 107 R: ME%A 11 8 18 24
Wl 2,059 5,661 5903 7,112 m: AGEMEZTRA 3 0 0 0
wh R 393 1,656 1,032 1,122 HuEgEHHE 3 9 9 9
K2 B3 0 0 0 0 FRPTIFALATA)IE 57 70 70 70
A 2 24 103 101 98  M: PTAFHL -89 506 787 1,017
H A AR 368 1,531 904 993 AJFiRASAIA -18 -51 -79 -102
ERF AE 25 25 25 25 V3B THEAE4AHE -534 556 865 1,119
¥ IE 0 0 0 0
BRI N 25 25 25 25
R it 418 1,681 1,058 1,148
D& 0 0 0 0 EEMHILE FY2022A FY2023E FY2024E FY2025E
V3 BN B) IR R A A 1,641 3,980 4,846 5964  HRKE(D) -0.53 0.56 0.86 1.12
AF AR RAR B 2,059 5,661 5903 7,112  HBEELFGU) 1.64 3.97 483 5.95
KATESNEM (B 77 R 1002 1002 1002 1002
ROIC(%) -23.95 19.80  19.61 20.70
ROE(%) -32.54 13.98  17.86 18.76
ReHFR (BHA) FY2022A FY2023E FY2024E FY2025E  £A41E(%) 65.08 4509  44.03 40.91
BEFHIER 918 -688 802 1,245  AHEEAIR(%) -88.91 2180  23.92 22.54
HAENIA 26 -189 -122 122 RFERAEE%) 20.32 29.69 1791 16.14
HRTENNAI 45 1,783 0 0 BEKRE%) -57.67  325.03  41.72 37.21
438 iR 972 906 680 1,123  )FEREAIEEKRE(%) - - 5550 29.32
e Fadid 35 34 74 99 PE - 57.57  37.03 28.62
FAFX 20 -268 201 201 PB 19.52 8.05 6.61 537
TERAEH -198  -1,199 -58 106  EV/EBITDA - 4553 2775 20.45
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