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Bringing China to the World

3Q22 profitability beat expectations

JD.COM INC (JD:US)

ID reported FY3Q22 revenue of Rmb243.5bn (+11.4% YoY), of which service revenue was
Rmb46.5bn (+42.2% YoY). Non-GAAP net income attributable to ordinary shareholders was
Rmb10.0bn, compared to Rmb5.0bn for the same period last year, well above our expectations.

JD’s one-hour delivery service grew rapidly. With more premium brands included, JD retail
overall profitability surged, with FY3Q22 revenue of Rmb211.9bn (+7% YoY) and operating
income of Rmb10.93bn (+38% YoY), indicating an operating margin of 5.2% (+1.2ppts YoY).
Specifically, the income from home appliances grew 7.6% YoY, and daily necessities rose 3.5%
YoY. JD’s one-hour delivery achieved a growth of 160% YoY in GMV. “One-hour delivery” and “to
home” services cooperated with over 200k physical stores to serve consumers in over 1,800
counties and cities through both online and offline channels. JD Ehome, the first authorized
Apple offline store operated by JD.com, was officially launched in Beijing and the largest JD Mall
store in China opened in Shenyang. The number of third-party merchants in the open-retail-
ecology has grown by more than 20% YoY for seven consecutive quarters. In 3Q, luxury brand
FENDI opened a flagship store on JD.com, rendering JD.com the first of its kind with a full
partnership with the nine top fashion brands under LVMH.

Improved profitability & expense control of JD Logistics. In 3Q22 JD achieved a gross margin of
14.9% (+0.64ppt YoY), with a fulfillment gross margin of 9%(+1.3pct YoY). 3Q22 JD Logistics
booked revenue of Rmb35.77bn (+38.9% YoY), and operating profit of Rmb253m, a big jump
QoQ. The firm’s new business recorded 3Q22 operating profit of Rmb276m, turning losses into
profits QoQ. The marketing and management expense ratios were 3.12% (-0.45ppt YoY) and
1.07% (-0.35ppt YoY), when the fulfillment expense ratio dropped 0.62 ppt from 5.91% in 3Q21,
and the R&D expense ratio stood at 1.68% (-0.15ppt YoY).

Active user expansion & integrated supply chains. As of 3Q22, JD’s annual active customer
(AAC) swelled 6.5% YoY to 588m, mainly thanks to a net increase of c.10m users in the core
retail business, while daily active users (DAU) maintained a solid double-digit growth YoY. JD
Logistics kept intensive cooperation with many major customers in fast-moving consumer goods
(FMCG), home appliances, furniture and apparel, 3C automotive, fresh food and other
industries, while proceeding to offer integrated supply chain solutions for upstream and
downstream clients. JD Logistics’ revenue in 3Q22 hit Rmb35.8bn (+38% YoY), when external
revenue of integrated supply chains and the user base maintained double-digit growth, with
external revenue accounting for c.70% of the total. JD Logistics Aviation officially came into
operation in 3Q22, promising to strengthen JD Logistics’ integrated supply chain logistics, cut
costs and enhance efficiency across the chain. As of end-August 2022, the “Benfu Plan” helped
rural areas to deliver Rmb620bn of output, while the intelligent supply chains bolstered
efficiency and quality for industrial manufacturing.

Maintain BUY. We are optimistic about the spillover benefits of the supply chain, especially
with the expansion of premium users and high-end brands, and improved profitability of the
core retail business, hence we see a high probability of the new business turning losses into
profits. Considering the cost reduction and efficiency improvement, we raise our adjusted net
income forecasts from Rmb23.3bn to Rmb25.9bn in 22E, from 27.8bn to Rmb31.1bn in 23E and
from 33.2bn to Rmb36.5bn in 24E. The stock is trading at 23x 22E PE, 19x 23E PE and 16x 24E
PE. We maintain our BUY rating.

Risks. Slower-than-expected progress of new businesses; slower-than-expected growth of retail
sales volume; intensified competition.

Financial summary and valuation

SWS

FY20 FY21 FY22E FY23E FY24E
Revenue (Rmbm) 745,802 951,592 1,044,313 1,195,161 1,353,216
Growth (YoY %) 29.3 27.6 9.7 14.4 13.2
Net profit (Rmbm) 16,828 17,206 25,893 31,137 36,471
Growth (YoY %) 56.5 2.2 50.5 20.3 17.1
EPS (Rmb) 10.8 10.8 16.3 19.6 22.9
ROE (%) 6.2 4.3 6.0 6.6 6.9
Dividend yield (%) - - - - -
PE (x) 35 35 23 19 16
PB (x) 6.2 5.7 5.3 4.8 4.3

Note: EPS refers to Non-GAAP diluted earnings per ADS.
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Company financials

Consolidated Income Statement

Rmbm 2020 2021 2022E 2023E 2024E
Revenue 745,802 951,592 1,044,313 1,195,161 1,353,216
Cost of Sales -636,694 -822,525 -902,942 1,041,611 41,171,052
Gross Profit 109,108 129,067 141,372 153,550 182,164
Other Income 32,556 -590 -1,504 1,018 495
Fullfillment expenses -48,700 -59,055 -63,524 -70,148 -81,008
SG&A expenses -98,414 -125,693 -126,679 -134,594 -159,134
adj. EBITDA 20,681 18,710 30,760 35,660 41,684
adj. EBIT 14,613 12,230 22,111 27,420 35,058
Finance Costs -1,125 -1,213 -1,877 -2,041 -2,034
Profit before tax 50,819 2,582 10,032 16,821 20,548
Income tax expense -1,482 -1,887 -3,581 -3,364 -4,110
Minority interests -75 -924 -1,181 -822 -826
mezzanine classified non-controlling interests shareholders 7 16 1 7 7
Net income/loss attributable to ordinary shareholders 49,405 -3,561 7,621 14,272 17,257
adj. Net income attributable to ordinary shareholders 16,828 17,206 25,893 31,137 36,471
Source: SYWG Research & Consulting Company

Consolidated Cash Flow Statement

million RMB 2020 2021 2022E 2023E 2024E
Profit before taxation 50,819 -2,582 10,032 16,821 20,548
Plus: Depr. and amortisation 6,068 6,480 8,648 8,240 6,625
Finance cost 1,125 1,213 1,877 2,041 2,034
Losses from investments -211 0 0 0 0
Changes in assets and liabilities 18,678 7,021 4,752 14,493 15,125
Others -33,934 5,193 2,325 4,445 5,003
CF from operating activities 42,544 17,326 27,634 46,040 49,336
CAPEX 5,000 5,000 5,000 5,000 5,001
Other CF from investing activities 62,811 -87,539 -7,000 -7,000 -7,001
CF from investing activities -57,811 -82,539 -2,000 -2,000 -2,000
Equity financing 31,342 31,342 0 0 0
Net change in liabilities 4,792 -1,816 0 0 0
Dividend and interest paid 0 0 0 0 0
Other CF from financing activities 34,938 14,142 0 0 0
CF from financing activities 71,072 43,668 0 0 0
Net cash flow 50,723 -21,545 25,634 44,040 47,336

Source: SYWG Research & Consulting Company
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Consolidated Balance Sheet

million RMB 2020 2021 2022E 2023E 2024E
Current Assets 234,801 299,672 329,964 390,628 453,644
Bank balances and cash 86,085 70,767 96,400 140,440 187,776
Trade and other receivables 7,112 11,900 9,959 11,397 12,904
Inventories 58,933 75,601 90,294 104,161 117,105
Other current assets 82,672 141,404 133,311 134,629 135,859
Long-term investment 84,505 71,654 66,836 67,836 68,836
PP&E 22,597 32,944 31,415 24,409 18,966
Intangible and other assets 80,385 92,237 91,936 91,702 91,519
Total Assets 422,288 496,507 520,151 574,575 632,966
Current Liabilities 174,017 221,636 231,046 262,163 292,969
Borrowings 0 4,368 4,368 4,368 4,368
Trade and other payables 130,846 172,158 176,668 202,885 228,791
Other current liabilities 43,171 45,110 50,010 54,910 59,810
Long-term liabilities 26,652 28,087 28,087 28,087 28,087
Total Liabilities 200,669 249,723 259,133 290,250 321,056
Minority Interests 16,943 36,661 35,479 34,658 33,831
Convertible and redeemable non-controlling interest 17,133 1,212 1,223 1,230 1,237
Shareholder Equity 187,543 208,912 224,316 248,437 276,841
Share Capital 0 0 0 0 0
Reserves 1,533 1,533 1,533 1,533 1,533
Equity attributable 186,010 207,378 222,782 246,903 275,307
Total Liabilities and equity 422,288 496,507 520,151 574,575 632,966

Source: SYWG Research & Consulting Company

Key Financial Ratios

2020 2021 2022E 2023E 2024E
Ratios per share (RMB)
adj.Earnings per share 10.8 10.8 16.3 19.6 22.9
Diluted earnings per share 10.8 10.8 16.3 19.6 22.9
Operating CF per share 13.7 5.5 8.7 14.5 15.5
Dividend per share 0.0 0.0 0.0 0.0 0.0
Net assets per share 60.3 65.8 70.9 78.1 87.0
Key Operating Ratios(%)
ROIC 9.10 8.89 5.34 7.69 9.03
ROE 6.25 4.34 5.98 6.59 6.94
Gross profit margin 14.63 13.56 13.54 12.85 13.46
EBITDA Margin 2.77 1.97 2.95 2.98 3.08
EBIT Margin 1.96 1.29 2.12 2.29 2.59
Growth rate of Revenue(YoY) 29.28 27.59 9.74 14.44 13.22
Growth rate of Profit(YoY) 56.54 2.25 50.49 20.25 17.13
Debt-to-asset ratio 51.58 50.54 50.05 50.73 50.92
Turnover rate of net assets 515.87 422.88 413.29 440.30 455.81
Turnover rate of total assets 218.71 207.14 205.44 218.35 224.13
Effective tax rate (%) (2.92) 73.07 (35.70) (20.00) (20.00)
Dividend yield (%) 0.00 0.00 0.00 0.00 0.00
Valuation Ratios (X)
P/E 34.9 34.7 23.0 19.2 16.4
P/B 6.2 5.7 5.3 4.8 4.3
EV/Sale 14 1.2 1.0 0.9 0.7
EV/EBITDA 51.4 59.4 35.5 29.4 24.1

Source: SYWG Research & Consulting Company
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Information Disclosure:

Undertakings of the Analyst

I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have
registered as the Securities Analyst. | hereby issue this report independently and objectively with due diligence, professional and prudent research
methods and only legitimate information is used in this report. | am also responsible for the content and opinions of this report. | have never been,
am not, and will not be compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of Shenwan Hongyuan Securities. The company is a qualified securities investment consulting institute approved by
China Securities Regulatory Commission. The affiliates of the Company may hold or trade the investment targets mentioned in this report in
accordance with the law, and may also provide or seek to provide investment banking services for these targets. The Company fulfills its duty of
disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant disclosure materials or log into
www.swsresearch.com for the analysts’ qualifications’ the arrangement of the quiet period and the affiliates’ shareholdings.

Introduction of Share Investment Rating

Security Investment Rating:

When measuring the difference between the markup of the security and that of the market’'s benchmark within six months after the release of this
report, we define the terms as follows:

BUY: Share price performance is expected to generate more than 20% upside.

Outperform: Share price performance is expected to generate between 10-20% upside.

Hold: Share price performance is expected to generate between 10% downside to 10% upside.

Underperform: Share price performance is expected to generate between 10-20% downside.

SELL: Share price performance is expected to generate more than 20% downside.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market's benchmark within six months after the release
of the report, we define the terms as follows:

Overweight: Industry performs better than that of the whole market;

Neutral: Industry performs about the same as that of the whole market;

Underweight: Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the
relative rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their
actual situation, such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the
complete opinions and information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own
industry classification system. The industry classification is available at our sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer:

This report is published by SWS Research Co., Ltd. (subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the “Company”) in
mainland China (excluding Hong Kong, Macao and Taiwan), and to be used solely by the clients of the Company (including Qualified Foreign
Institutional Investors and other qualified clients in accordance with the law). The Company will not deem any other person as its client
notwithstanding his receipt of this report. The clients understand that the text message reminder and telephone recommendation are no more than
a brief communication of the research opinions, which are subject to the complete report released on the Company’s website
(http://mww.swsresearch.com). The clients may ask for follow-up explanations if they so wish. Save and except as otherwise stipulated in this
report, the contactor upon the first page of the report only acts as the liaison who shall not provide any consulting services.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the
Company. The materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or
deemed as an invitation for the sale or purchase of any security or other investment instruments. The materials, opinions and estimates contained
herein only reflect the judgment of the Company on the day this report is released. The prices, values and investment returns of the securities or
investment instruments referred to herein may fluctuate. At different periods, the Company may release reports which are inconsistent with the
materials, opinions and estimates contained herein.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their
investment decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be
reminded that in any event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any
commitment to share gains or losses of securities investment is invalid. The investment and services referred to herein may not be suitable for
certain clients and shall not constitute personal advice for individual clients. The Company does not ensure that this report fully takes into
consideration of the particular investment objectives, financial situations or needs of individual clients. The Company strongly suggests the clients
to consider themselves whether the opinions or suggestions herein are suitable for the clients’ particular situations; and to consult an independent
investment consultant if necessary. Under no circumstances shall the information contained herein or the opinions expressed herein forms an
investment recommendation to anyone. Under no circumstances shall the Company be held responsible for any loss caused by the use of any
contents herein by anyone. Please be particularly cautious to the risks and exposures of the market via investment. Independent investment
consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation for this report
where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to
this report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any
form by any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and
marks used herein are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances
without the prior consent of the Company.
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