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Hithink Royalflush (300033 )

Leader of financial information services sees

meaningful TAM with empowered Al and

relevant application

Buy (Initiation)
Forecast & Valuation 2021A 2022E 2023E 2024E
Revenue (RMB mn) 3,510 3,624 4,578 5,352
Growth (YoY %) 23% 3% 26% 17%
Net profit (RMB mn) 1,911 1,684 2,178 2,533
Growth (YoY %) 11% -12% 29% 16%
EPS (RMB) 3.56 3.13 4.05 471
P/E (X) 34.02 38.62 29.86 25.67

Key words: # new products, technology, clients

Investment Thesis

As leading company in the financial information services industry, RoyalFlush enjoys
user traffic scale advantage. Transformed into an internet financial information service
platform in 2015, RoyalFlush is now the leading domestic service provider of internet
financial information. As of 30 June 2022, DAU of RoyalFlush's free online quotation
platform approximates to 14.52mn, creating business moat with massive user traffic.

We see huge potential for Al industry, driven by technology upgrades. In Nov 2022,
the launch of a new conversational Al model "ChatGPT" signified remarkable progress of
the underlying NLP (Natural language processing) technology and suggested the potential
application of more efficient Transformer and output of more humanlike RLHF algorithms
for Al in other fields. We expect breakthroughs in core Al technology to improve effects
of relevant applications and to accelerate the commercialization of Al-related applications.
According to iResearch Consulting, market size of the core Al industry and related fields
is likely to exceed Rmb600bn and Rmb2107.7bn by 2026.

RoyalFlush is capable of continuous R&D for Al applications thanks to its long-term
focus on Al-related field. With layout in Al-related fields since 2009, RoyalFlush
launched its Al open platform in 2017. Thanks to its experience accumulated and massive
user traffic scale, RoyalFlush already has a massive database. And the ongoing investment
in Al has enabled the company to possess abundant technology reserves such as NLP and
voice understanding. We expect RoyalFlush to benefit from the Al industry growth with
its capacity of continuous R&D for Al applications.

Launch of value-added AI products and implementation of multi-scenario Al
solutions are likely to drive up RoyalFlush's earnings and valuation. Currently,
RoyalFlush provides multiple Al products, including: 1) To-C applications: VAS products
based on Al. Using algorithms to determine the timing of buy and sell, RoyalFlush
provides investment advice for various investors. As RoyalFlush's key product, iWenCai
is a successful NLP and voice Q&A system in the finance field. 2) To-B applications:
intelligent voice and customer service products for clients from various industries and
scenarios such as life and health. In the medical field, the company has developed
"XiaohuaTanying" Endoscope Camera Assistant to assist doctors in achieving high-
standard, high-quality digestive endoscopy diagnosis. With breakthrough of language-
related Al technology, we believe the company is likely to continue its investment in Al
advisors and intelligent customer service to improve Al products. Also, it may also expand
its Al application fields horizontally to drive To-C user payment and To-B sales.
Earnings Forecast & Rating: We expect the company to achieve revenue of
Rmb3.6/4.6/5.4bn in 2022-2024, with YoY growth of 3%/26%/17%, and net profit of
Rmb1.7/2.2/2.5bn in 2022-2024, with YoY growth of -12%/29%/16% and corresponding
P/E at 39x/30x/26x. We maintain the Buy rating.

Risks: Intensified industry competition, internet system and data security risk, lower-than-
expected development of Al technology and application.
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Market Data
Closing price (RMB) 120.96
52-week Range (RMB) 70.13/127.99
P/B (X) 10.09
Market Cap (RMB mn) 65,028.10
Basic Data
BVPS (RMB) 11.99
Liabilities/assets (%) 21.53
Total Issued Shares (mn) 537.60
Shares outstanding (mn) 271.55
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FERfEA (BFL) 2021A 2022 2023 2024E ##EEA (FFAL) 20214 2022E  2023B  2024E
il 7,356 8255 10,766 13401 BikFdn 3510 3624 4578 5352
Bl e e o v 7275 8168 10638 13285 TlmA(4aRkk) 301 314 395 451
G IR 41 38 66 56 FLAAH I 27 51 64 75
B 0 0 0 0 #EKA 337 417 458 535
SRR 0 0 0 0 EHEFA 146 199 220 230
HMRH T 41 50 62 59 AL A 828 1087 1373 1659
Eli0c s 1,145 1321 1,549 1744 W55 A -173 -145 -163 213
KHBAIESE 2 3 3 4 el 53 98 101 114
B R R ARK 406 405 392 3L FFPIE 0 0 0 1
A2 363 447 564 700 AAMEZ ) 0 0 0 0
AR 355 447 571 640 RAAAIK 0 0 0 0
A 4 4 4 4 FFLERE 0 0 0 0
KIEHETE 0 0 0 0 EiALAlHE 2096 1800 2333 2729
HpeIEA T 14 14 14 14 BN E 7 0 0 0
FEEat 8,501 9576 12315 15144 FIEXHR 2089 1800 2333 2729
AR 1,955 2,266 2,827 3123 RATHAL 178 116 155 197
SEINEH AN B R A FifR 0 0 0 0 #44)E 1911 1684 2178 2533
BB AR 79 627 352 454 BV HIR AR 0 0 0 0
AR fifir 1,044 781 1,310 1,393 )3 8BNS 441 1911 1684 2178 2533
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HaedEAS) At 69 65 65 65

Afait 2025 2331 2,891 3187 £A1%(%) 9142 9134 9137 9157
V2B R AR A 6,477 7,246 9424 11957 VAEEAIR (%) 5445 4646 4758 4732
VIR FARGE 0 0 0 0

A AREAT 6,477 7,246 9424 11957 WIEKE(Y%) 2343 327 2631 1692
AR FRARE 8,501 9576 12315 15144 AEAAEEKE(%) 1086 -1189 2934 1630
AeAER (FHA) 2021A  2022E  2023E  2024E TEM L a4 2021A  2022E  2023E  2024E
BEEDIER 2,128 2,023 2733 2877 BROEFT(L) 1205 1348 1753 2224
B ENAER -236 210 -262 230 RAEATEINEY (BH L) 538 538 538 538
FFENNAR -646 -920 0 0 ROIC(%) 3006 2255 2430 2184
NG 1,233 893 2471 2,647 ROBE-#E#(%) 2951 2324 2311 2118
e Fediihl 51 34 35 36 K AE%) 2381 2434 2348 2105
FAT £ -236 210 -262 230 PE (M &RHTMAMEE ) 3402 3862 298 2567
TERALH 166 305 521 309 P/B () 10.04 897 6.90 544
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