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FERLEE AT 2023 Flls;, WAARART 39.8125T, R LR 4.2%, ZEEEFEAAR
M 2.8 1Z7t, RLELEF 54%. RERMIN, FIBERIRTIRAITEA.

BEEDNE, WIAREERE. 23 F2EATFH)IABIXE 1518 BA, BEUEK 13%,
IENERE EHEF 20%ElE. FHIBIIARA 14.68 BA, BEEUHEE 2.9%. FHREFEF 147 AR
T 0.3%, AEFEEEDHNERT, REBIAERKZH.

FAEREBEEMA LK. 27 23 FEFEN 19.08 27T, FHIEK 0.9%, BIERSFTINIG

RRAGEE, SEHEEMA LT, #mEREER. BEEZEXKEPORNMFIIAERXAER, L
MEEEHIBINRUER, REFEANARERSRITE, BIPIAAREEMEEE 24 F2ikE
Ft.

ERZEAMGIERE, £ORERPNMFESE. ADSFHERRET 1036 27T, RHERK
9.6%, BEWNIGE, EHZEAEN26.1%, FELHEST 1.3 1MESR, HELEEFBKAEE,
BEBRBEFIHINREX, 23 FESBERRBL 6832 5T, LT 3%, (AT T 24
FREEEHER, FRESOBRE MHERIERT, SHERAREENNEES. FRQEE
TEMUARESE, EREBTHERBUE 2.9%HER MEERTEERSE 10881 A, ELLT
B 6.8%, IFMIPRIEES 5660 A, BEILLTE 14.2%. BELH—CIEHEEREBRZRE 13.3%,

i ORISR RIEIREIRIR. ATITEMRER. FFraFtfikl 8-10 Mg, BRAEBIAT 1.5
BAULE. SEERALRKEFPORE, EREALGE 2.5 HAKE, BAIFHEREHOEMRSE,
BREQIRII B 55 I RIS 20 B A. EINEEXEHORE)IAL, SWRTERENIEEESH 30 5
Ao EREETARPOAER, REEGRSHETIREEINERATE, SRNh SRR
&, FIHBETERRRIIGIFERIEE,

TRMEFTR. BTRENARAERSK, AREHERNEREEAE SRR
. AT 24/25 ERLEESREE 3.19/3.69 1270 (RIS 6.55/8.611Z7T) , #i 26 &
ZVRESFIE 4.11 {27, M9 DCF BIRN7 2.82 7T, SR 17.2%A95KIE, TREIERITR.

BRI RBS: FRAOHEREARTE; FHERREARINE.

MaSsEm R mFI T

ARH 2022 2023 2024E 2025E 2026E
BN (B7T) 3,819 3,979 4,278 4,588 4,943
EECIBRER (%) -7.75 4.18 7.54 7.23 7.74
ZLPREFE (BHT) 267 281 319 369 411
EECIBRER (%) -38.20 5.37 13.50 15.65 11.41
BiREE (o) 0.12 0.13 0.15 0.17 0.19
BPRFWEEER (%) 4.69 5.02 5.39 5.87 6.13
hER (%) 19.66 16.97 14.95 12.93 11.60
Mg (f3) 1.01 1.03 0.97 0.92 0.86
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Investment Highlight:

China East Education announced its financial performance for 2023, with revenue was Rmb3.98bn,
a year-on-year increase of 4.2%, and adjusted net profit of Rmb280m, up 5.4% compared to the
previous year. The company’s revenue and profit growth missed our expectations.

Recruitment pressure continues. In 2023, the company new enrolment was 151,800, an increase
of 13% compared to the previous year, but slowed from 20% growth rate in the first half of the year.
The average enrolment was 146,800, a slight increase of 2.9% year-on-year, and a 0.3% decrease
compared to the first half at 147,000. Against the backdrop of a slow economic recovery, the
company’s growth in enrolment is full of challenge.

Rising rental costs curbed margins. The company’s gross profit for 2023 was Rmb1.908bn, a year-
on-year increase of 0.9%. With a growth rate weaker than that of revenue, the gross margin was
48%, narrowing by 1.5 percentage points year-on-year. We believe that after the company invested
in building its own regional centers, it continued to operate some leased campuses, leading to
increased rental costs, which in turn curbed gross profit. With the maturation of self-built regional
centers and the termination of leased campuses, as well as the growth in average enrolment, we
expect the company’s gross profit to rise in 2024.

Marketing expenses continue to increase, while average recruited cost decreased. The company’s
total sales expenses for the year were Rmb1.036bn, a year-on-year increase of 9.6%, exceeding the
growth rate of revenue. The marketing expense ratio was 26.1%, an increase of 1.3 percentage
points year-on-year, continuing the trend from last year. Recruitment costs are related to the
number of new enrolment, with the average cost per recruitment was Rmb6,832, a year-on-year
decrease of 3%. We expect the company to strictly control marketing expenses in 2024 and to
implement tasks at each school, which will lead to a downward trend in the marketing expense
ratio. At the same time, the company continues to optimize staffing, reducing the total number of
employees to 10,881, a year-on-year decrease of 6.8%, with non-teaching staff numbering 5,660, a
year-on-year decrease of 14.2%. This further controls the management expense ratio to 13.3%, a
year-on-year decrease of 0.1 percentage point.

The construction of regional centers ensures long-term growth. The company has planned 8-10
regional centers in Chengdu, Jinan, and other places, with each school having a capacity of over
15,000 people. Referring to the group’s Anhui regional center project, with an enrollment of over
25,000 students, we expect that after the completion of the regional center, the enrolment will
exceed 200,000. With the addition of leasing schools, the overall student enrolment is expected to
exceed 300,000. Moreover, thanks to the construction of regional centers, campus facilities will
meet the standards of secondary vocational or technician schools, and after obtaining the licenses,
the competitiveness of schools under China East Education will continue to raise.

Downgrade to a "Outperform". Due to ongoing recruitment challenges, the company’s control over
marketing expenses will determine the improvement in operational efficiency and the profit it could
achieved. We have downgraded our adjusted net profit forecast for 2024/2025 to Rmb319m and
Rmb369m respectively from originally predicted at Rmb655m and Rmb861m respectively. We add
forecast for 2026 of Rmb411m. Our DCF target price is HKD 2.82, corresponding to a 17.2% price
upside we downgrade to a "Outperform" rating.

Risks: Enrolment result is less than expected; License approval was less than expected.
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MssiRaR:

Fliazk
AEBTHBAT 2022 2023 2024E 2025E 2026E
A 3,819 3,979 4,278 4,588 4,943
% -1,928 -2,070 -2,188 -2,337 -2,537
EAiE 1,891 1,908 2,090 2,251 2,406
Hithg N -946 -1,037 -1,074 -1,131 -1,198
HEZHA -512 -529 -540 -562 -584
1TBZRF -22 -17 -30 -32 -35
Ebitda 1,289 1,255 1,412 1,520 1,569
Ebit 654 507 539 604 653
FiRiFlE 498 368 391 464 526
S -130 -95 -98 -116 -132
SEERFE 267 281 319 369 411

BRSER: ABAE, RARRHAR

MEREE
ARDBERATT 2022 2023 2024E 2025E 2026E
ZYHESRE 267 281 319 369 411
rIE 8 635 747 873 916 916
FEIEEATE -267 126 76 130 166
Hifth -74 48 221 0 0
SEHMER 561 1,203 1,248 1,415 1,493
BAFX -1,475 -1,424 -895 -405 -420
Hifth 361 478 0 0 0
REEMER -1,113 -945 -895 -405 -420
fAERREE 103 -50 -100 -150 -250
Hifth -47 -366 -319 -185 -206
RLEIEETR 56 -416 -419 -335 -456
FMETR -496 -158 -67 676 617

BRSER ABAE, BARRAR

BErrfifa®R
AEBRTHEATT 2022 2023 2024E 2025E 2026E
i o 4,315 3,908 3,964 4,850 5,711
BR % M EAb R 331 324 359 379 412
BAFHET RS SRE 639 364 364 364 364
QILE NS 3 6 6 6 6
EHIFK 1,755 1,551 1,551 1,551 1,551
RITERNIRE 1,435 1,515 958 1,634 2,251
Hfth 152 148 725 915 1,127
E | 37 5,173 5,383 5,816 5,305 4,809
NS E e 2,615 3,080 3,696 3,391 3,071
ERNE 2,425 2,226 2,043 1,836 1,661
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Hifth 133 77 77 77 77
mEntaR 2,332 2,333 2,550 2,674 2,822
fAERR 382 265 365 333 277
BURR 1,187 1,324 1,373 1,480 1,599
Hith 764 744 812 860 946
IEREhGafR 1,464 1,350 1,303 1,184 991
fAsERR 1,414 1,308 1,281 1,163 969
Hith 50 42 22 22 22
S 5,692 5,608 5,927 6,296 6,708
A 0 0 0 0 0
fieR 5,692 5,607 5,927 6,296 6,707

BRSER: ABRE, BARRHAR
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AABRBTRARRBESERAT, FAREETEIESNEEEREERSRE, SIESRESHAVSEST. AARXBEIWIEERTYER N
BERFE RS AR EREIRICEITN, R REAESEBIX SR IRHE EIRITIRS.  AARENBSEENKESMETIRENS. EFRTET
compliance@swsresearch.com REVEXKIREZHTHER www.swsresearch.com {EEHKEZEEANARERER. SABRHAHERKEG
HIRFBR 1B

S S TARiRAR
IESAUSEITR
LARESHEH 6 NEA, IESSHinE HERKEEE I RE, EXUT:
SEN (BUY): BRINTRITHE LK 20%LA L
1855 (Outperform): BRINFRITIE Lk 10-20%;
8 (Hold): BANEEIEETRITE-10%F1+10%Z8);
B3%F (Underperform): BHANTRITIE TR 10-20%;
SEH (SELL): BRMMFHIS Bk 20%LA .

AR EITR:

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

tE (Neutral): 1T SEATHRMENSFE,;

&% (Underweight) : {755 FEARMIAZRIL,

BAVELIREER, FRIBSATHWERBRRINTRAERITRINE. RIIRBUEEHTRGER, RREIENILERN. REELNGEE
HIESHIREBUR T MARISERMENR, NSRS SRR ENTEEEBNRR. REENGERERERS, LB EBNMRSER, &
BHRNKEEIRFITPRFHERTEEE. ARBERECITUS AR, MREXNRITISERENE, TLIDRIIMHEERZRE.
NRERFANEEEE: EETERIEE

X E )

MMREH EEHRRAEIESHRAERAT (RETHARRESERAT, UTER "ART") Fhe ARLERM (F6. 8. a5k
B, (EALENEF (BESENEIMNISIREESSIEEHNER) FH. AT FSERRAKEIRREMREAZR. BRMSAREE
IAMRESERT. BEEFSEREMRURNEEZEDE, FLAALE http//www.swsresearch.com b HIENFEIREE, FLENESE
PREELRE. AREETGIRINEBRA, BRIEBEIRE, (UEAXLATMAIRE SZFIEEA, FERETIE, ANSHTEHEESaRS
%.

FRERETEATHERIRS, BFREMREZEFEEHEIY. HMttaBit. MREFBRIEN. TR, ERMMENRRMEERFSEZ
A, FAMEASHAIA HE WSO S E MR SRI0RTEIE. AREMHER. BEUREUNNRRAADTRAMRELBHET, FREM
IERNESEIRERRINE. MERIRERNT SR, EARNE, FARATAHSNREMEEN. EUMRENF—ERHRE.

BFNSEERI AR B TRFAET MRS ZMMAIRER, FNARNREAFHIRERRAME—RR. ERNEEFHREREHBITE
BERERG, AATHSRIRR, AAEFASEHIZFLMETR RS TEHRERESS RIS ERE, Ao =B REmsE 18
ISR B IS AREII AT, AREFHISHHRERRSTRNES M BIER, TMREFRAAGSITEN. AARRBRFARERD
EERINBIZ RIS BR. USIRREER. FARERRENEFNEEMREIHISNEENESHEEEENR, Uk (F80E) &
EIRSZIRE . EEAERT, FRETIEESARANENATIBIHHIAGNREEN. EEHTERT, FAERHETARERERS
PEYHAREHTS IBEHHITREEAERE. TIENE, REFEER. EARSREAFFLTNER, NEETARSFHEMTRERER
BAR S E R RERRT SRR IR .

FREMMRNTELENE, BTIEATFER. FAENMRERE—IINF. RIESEPEET, BUAREFFMEHIMRUIBEAAE. R
ZARNEELBEEN, FREVTARDEAELUMHISLHHEAR AN, SEHREHR, SO RGETEMA, SLMEHTRIER
RENREIESER. FrEAREPERNBER. IRSNMCRINCIHNFATNER. RSFCKRIFE, REAALEEE, HINSTAREE
(I ARESECIR
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