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B Events: On October 26, the General Office of the State Council issued "key task division
program for the tenth national deepening of 'Delegation, Regulation and Service' reform
in television and telephone conference”, which mentioned increasing support for
cross-border e-commerce, overseas warehouses, and other new forms of foreign trade,

Industry performance

and for the healthy and sustainable development of platform economy, to play its role in F-commerce o130
creating employment. 20 “-m*:&
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B With the goal of stabilizing employment, steady development of Internet platforms ﬁoﬁ \*\’h ’ A\f'
is in line with policy intention. The program emphasizes enforcement of employment Lnse e,
stabilization policies, while Internet platforms remain as one of the major stabilizers of 20 VA/M
emerging employment. Since 2022, the government has repeatedly stressed the goal of 2%
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stabilizing employment. At the 20th National Congress of the CPC, Xi Jinping pointed
out the importance of implementing and strengthening the employment-first strategy,
improving the public service system of employment, enhancing the employment support
for disadvantaged groups, and eliminating unreasonable restrictions and discrimination Related reports
against employment equality, to give everyone the opportunity to realize their own oo . . .
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development through hard work. We believe that platforms such as Meituan, which hires CEFRTHFRNAZ ST L
a large amount of social labor, are one of the excellent practices and are likely to benefit - & 2 FA4sk k., ¥ KIR5H
from the policy. We also expect platforms providing online recruitment services, such as R T )

BOSS Zhipin and Kuaishou Technology, to manifest their values.
P i 2022-09-11

B With clear policy support for cross-border e-commerce, e-commerce platforms P .
usher in a new stage of overseas expansion. The program highlights the support for (em+s -Fjﬂ 2. ®A&.
business development in the international market and achieving mutual benefits in fair B2 32 ATRY
competition. And it clearly points out the goal of establishing an additional batch of 2022-06-14
comprehensive pilot zones for cross-border e-commerce by the end of 2022 and issuing
more policies to support the development of overseas warehouses. Since 2021, leading
domestic Internet companies have accelerated the pace of overseas expansion, such as  ggochow  Securities  International
the launch of TEMU by PDD and cross-border e-commerce of TikTok by ByteDance, Brokerage Limited would like to
and have all achieved meaningful development. Recently, Meituan also announced its acknowledge the contribution and
intention to expand business in HKSAR. We see the likelihood of a second growth curve support provided by Soochow
for e-commerce platforms with policy support. Research Institute, and in particular

® Currently, we recommend companies benefiting from the policy support, including  its employees Liangwei Zhang (/£ £
Meituan, PDD, JD, and Alibaba. Though Hong Kong listed stocks and Chinese ADRs 7). Lulu Xia (Z-%.%), and Ruona
are going through a challenging time, we are still optimistic about the mid- and  Gyo (;ﬁ%ﬁﬁ)
long-term prospects of the Internet sector, as per our understanding of the company
fundamentals and investment value, especially for companies that are more resilient and
exhibit higher earning elasticity in economy recovery. Specifically:

B Meituan: Meituan's resilience of revenue and profitability is most prominent among
peers, with stable and improving core business and optimized retail business. The food
delivery business just starts to see increasing earnings and the Instashopping business
maintains high growth, while the impact of Douyin on the "To-destination" business is
limited. We maintain Meituan’s adjusted EPS forecasts of RMB1.27/3.85/6.96 in
2022-2024, indicating P/E of 93x/31x/17x. We maintain the “Buy” rating.

B PDD: The company’s 2Q22 revenue and profits significantly beat market expectations,
with effects of category expansion beginning to manifest and overseas business likely to
become the second growth curve. We maintain PDD’s adjusted EPS forecasts of
RMB6.0/7.4/9.2 (4 shares per ADR) in 2022-2024, indicating P/E of 14x/12x/9x. We
maintain the “Buy” rating.
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B JD: Despite intensified competition, JD’s revenue remains robust, with continuous
implementation of cost reduction and efficiency improvement. Though JD’s continuous
investment could affect its short-term performance, it helps build a stronger competitive
edge. We maintain JD’s adjusted EPS forecasts of RMB6.7/9.1/11.1 in 2022-2024,
indicating P/E of 20x/15x/12x. We maintain the “Buy” rating.

B Alibaba: The company attaches great importance to the efficiency improvement of each
business segment. Large-scale investment affects Alibaba's short-term performance, but
it helps build long-term barriers. We maintain Alibaba’s adjusted EPS forecasts of
RMB6.1/7.2/8.6 in FY2023-2025, indicating P/E of 9x/8x/7x. Considering its growth
potential, competitive advantages, and barriers, we believe Alibaba’s current valuation is
lower than peers, and exhibits great investment value. We maintain the “Buy” rating.

B Kuaishou: The company's second growth curve, ads business, is greatly affected by
macro and the visibility of a short-term turnaround is low. Affected by the pandemic, the
e-commerce monetization rate is hard to improve in the short-term. However,
considering its low valuation, we believe Kuaishou's safety margin is sufficient. We
maintain Kuaishou’s adjusted EPS forecasts of RMB-1.4/1.8/3.6 in 2022-2024,
indicating P/E of 20x/10x in 2023-2024. We maintain the “Buy” rating.

B Tencent: With solid business barriers and strong ecosystem, Tencent's ecological nodes
such as video accounts and mini programs exhibit strong monetization potential, while
its Fintech business already shows meaningful earnings elasticity. We maintain Tencent’s
adjusted EPS forecasts of RMB12.4/14.5/16.6 in 2022-2024, indicating P/E of
15x/13x/12x. We maintain the “Buy” rating.

B BOSS Zhipin: We favor the resilience of its earning model, the efficiency of its business
mode and its unique competitiveness. Considering robust recovery of paying corporate
customers, we maintain BOSS Zhipin’s EPS forecasts of RMB0.2/1.4/2.6 in 2022-2024,
indicating P/E of 353x/60x/31x. We maintain the “Buy” rating.

W Bilibili: With strong user growth and continued prosperity of community ecology, we
expect efficiency improvement of commercialization in the future. We still favor its
scarcity and unique competitiveness. We maintain Bilibili’s 2022-2023 revenue forecasts
of RMB22.2/29.4/35.9bn, indicating P/S of 1.2x/0.9x/0.8x. We maintain the “Buy”
rating.

B SEA: Slow overseas economic recovery and high inflation in the short-term bring great
pressure to SEA's growth and cash flow, but we still see great growth potential for
e-commerce market in Southeast Asia and Latin America. SEA’s strong capability of
local operation remains unchanged. We see a high safety margin for the stock price and
favor its long-term growth potential. We maintain SEA’s 2022-2024 revenue forecasts of
USD12.5/16.8/20bn, indicating P/S of 2.2x/1.7x/1.4x. We maintain the “Buy” rating.

B Xiaomi: With pessimistic expectation of mobile phone market, Xiaomi continues to
promote its high-end product strategy and Internet business, while car manufacturing
business is likely to provide growth potential in the long-term. We maintain Xiaomi's
2022-2024 EPS forecasts of RMBO0.5/0.6/0.8, indicating P/E of 16x/14x/10x. We
maintain the “Buy” rating.

B Baidu: We believe that the company's advertising business brings stable cash flow, and
more-than-ten-year investment in Al begins to see rewards. The rapid growth of
intelligent cloud and autonomous driving business brings a broad market space to Baidu.
We maintain Baidu's 2022-2024 EPS forecasts of RMB3.88/5.36/6.75, indicating P/E
19x/14x/11x. We maintain the “Buy” rating.

B In general, current valuation of the Internet sector exhibits certain level of safety margin.
We recommend increasing the allocation of the Internet sector systematically. Short-term
potential catalysts include marginal improvement of overseas liquidity, introduction of
favorable policies, and higher-than-expected consumption recovery. (The closing price
and exchange rate are based on 2022/10/26, HKD/RMB=0.91, USD/RMB=7.18)

B Risks: Global economic uncertainty, worse-than-expected consumption, policy regulation,
intensified segment competition.
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Key Company Valuation

Market Closing price EPS PE i
Stock Code Company Cap (RMB Rating
mn) (RMB)  2001A  2022E  2023E 2021A  2022E  2023E
3690.HK  Meituan-W 7,305 130 2.5 1.3 3.9 - 93 31 Buy
PDD.O PDD 4,315 48 2.8 6.0 7.4 30 14 12 Buy
9618.HK JD.com-SW 4,218 148 5.5 6.7 9.1 25 20 15 Buy
9988.HK  Alibaba-SW 12,008 62 6.4 6.1 7.2 9 9 8 Buy
1024.HK  Kuaishou-W 1,481 38 44 -14 1.8 - - 20 Buy
0700.HK  Tencent 18,502 212 129 124 145 15 15 13 Buy
Bz.O  BOSS Zhipin 353 11 -1.4 0.2 1.4 - 353 60 Buy
BILI.O Bilibili 277 10 137 -176  -115 - - - Buy
SE.N SEA 2,003 50 203 275  -19.2 - - - Buy
1810.HK  Xiaomi-W 2,081 9 0.8 0.5 0.6 11 16 13 Buy
9888.HK  Baidu-SW 2,025 81 3.7 3.9 5.4 20 19 14 Buy

Source: Soochow Securities ( HK)

Notes: Alibaba's forecast period is FY2022-2024; The closing price and exchange rate are based on 2022/10/26,
HKD/RMB=0.91, USD/RMB=7.18; Earning's forecasts of Meituan, Kuaishou, Tencent, Bilibili, SEA are adjusted,;
PDD's 1 ADR = 4 shares.
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3690.HK £H-W 7,305 130 25 1.3 3.9 - 93 31 FEN
PDD.O %% 4,315 48 2.8 6.0 7.4 30 14 12 FEN
9618.HK = AL HA-SW 4,218 148 5.5 6.7 9.1 25 20 15 FEN
9988.HK M ZEE-SW 12,008 62 6.4 6.1 7.2 9 9 8 FEN
1024.HK e F-W 1,481 38 -4.4 -1.4 1.8 - - 20 FEN
0700.HK JR A IR 18,502 212 129 124 145 15 15 13 FEN
BZ.0 BOSS # 1% 353 11 -1.4 0.2 1.4 - 353 60 FEN
BILI.O v g et 277 10 2137 176  -115 - - - EYN
SE.N SEA 2,003 50 203  -275  -19.2 - - - EYN
1810.HK k& H-W 2,081 9 0.8 0.5 0.6 11 16 13 EYN
9888.HK B /EERA-SW 2,025 81 37 3.9 5.4 20 19 14 FEN
TH R RRIEA (F%), E: MEEEA 2022-2024 W45, ZR4EH LA, KPP AHAR T, KENFILC
IR 2022 /10/26 #3F, HTIAK T=0.91, EA/IAKT=7.18; £H. HF. BHil. 2grZeeeg  SEA & A Fn
AP R;, % %45 ADR=4 BIKZ.
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