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E-commerce + Cloud exceeded expectations and invested
heavily in Al strategy

3QFY25 Review. Alibaba reported 3QFY25 revenue of Rmb280.2bn (+8% YoY), adjusted EBITA of

Rmb54.9bn (+4% YoY), and non-GAAP net profit of Rmb51.1bn (+6% YoY), significantly exceeding our
expectations.

Taotian’s GMV, CMR and EBITA all well beyond forecasts; higher penetration of full-site promotion is
expected to further unlock monetization potential. In 4Q24, Taotian’s CMR reached Rmb100.79bn (+9%
YoY), exceeding the market consensus of 4.9%, while adjusted EBITA reached Rmb61.08bn (+2% YoY),
compared to the market consensus of -2.4%. The Group continued to increase investment, improve
price competitiveness, membership system and service experience, and increase the number of buyers
and orders. The company continued to focus on the high-spending group 88vip, and the number of
members increased by double digits YoY to ¢.49m, which drove the platform GMV growth recovery. A
technical service fee of 0.6% was charged for the entire quarter of 3QFY25. The convenience and
efficiency of the whole-site promotion significantly boosted the effectiveness and willingness of SMEs
to launch products, and the product penetration rate increased. The monetization rate rebounded +
GMV growth was driven simultaneously, the driving force for the growth of customer management
income was released, and the subsidy investment for the coverage platform was increased.

Firm commitment to Al + Cloud with increased Capex; collaboration with Apple to expand Al
commercialization. Cloud Intelligence Group achieved revenue of Rmb31.74bn (+13% YoY) in 3QFY25,
with public cloud revenue growing by double-digit and Al-related product revenue growing by
triple-digit for six consecutive quarters. In 3QFY25, the company achieved an adjusted EBITA of
Rmb3.13bn (+33% YoY), and the adjusted EBITA margin increasing to 10%, compared to the market
consensus of 9.2%. In January 2025, Alibaba launched the Qwen2.5 series of models, achieving
breakthroughs in MoE architecture and visual understanding, ranking among the top in multiple
third-party benchmark tests. In 3QFY25, Capex reached Rmb31.8bn, up significantly from Rmb17.49bn
QoQ. With Al as a core focus, Al infrastructure investment over the next three years is set to exceed the
past decade’s total, ensuring technological leadership. With expanding cloud business demand, we
expect Capex impact to diminish. Alibaba’s Al system is well-developed, with Tongyi Qianwen big model
serving over 90,000 enterprises in 2024. Al has been integrated across all internal business lines, while
consumer-facing applications span smart assistants, Quark, and AutoNavi. In February, Apple and
Alibaba reached a partnership to develop localized Al features for iPhone users in China. Leveraging
Apple’s hardware ecosystem, we expect this collaboration to enhance Alibaba’s Al commercialization,
increase computing resource utilization for its large models, and directly drive revenue growth and
cloud market share expansion. This partnership strengthens Alibaba Cloud and its brand, reinforces
collaboration with global business groups, and accelerates Al system layout, driving the continued
upward demand for cloud business.

International business to achieve single-quarter profitability in FY26. In 3QFY25, the international
digital commerce group realized revenue of Rmb37.8bn (+32% YoY), of which the international retail

commerce grew to Rmb.bn (+% YoY). As a part of the first Singles’ Day promotion campaign
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overseas, Aliexpress unveiled the “Tens of billions of subsidized brands to go overseas” project.
Trendyol continued to invest in the Gulf market to acquire users. The company increased investments
in major overseas shopping events to drive user growth, and the adjusted EBITA stood at -Rmb4.95bn,
and the adjusted EBITA margin declined 2.1ppts to -13.1%. We expect the company to continue to
balance operations and investment efficiency and expect its overseas e-commerce business to turn
profitable in a single quarter in the next fiscal year.

Maintain BUY. Alibaba will focus on three major businesses: e-commerce, technology, and internet
platform products, further clarifying its strategic direction. We raise our adjusted net profit forecasts
from Rmb155.9bn to Rmb151.3bn in FY25E, from Rmb177.3bn to Rmb164.9bn in FY26E, and from
Rmb190.2bn to Rmb181.6bn in FY27E. We are optimistic about Alibaba’s Al strategy and the
acceleration of e-commerce CMR. The EBITA profit inflection point will drive a double-click in
performance and valuation. We attach importance to Alibaba's revaluation. With reference to the
average 7xPS of overseas leading cloud vendors, we give the company Taotian’s main business 10xPE
and cloud 7xPS valuation. The corresponding market value space for the two is Rmb2629bn, and the
corresponding market value space for other businesses is Rmb419.6bn. We raise the target price to 174
US dollars per share, which is 21.0% higher than the current upside. And maintain our BUY rating.

Risks. Intensified competition; continued demand weakness; slower-than-expected development of

overseas business; slower-than-expected progress in Al technology and commercialization.
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ARFBE AT FY23 FY24 FY25E FY26E FY27E
BN 868,687 941,168 1,001,424 1,099,939 1,203,232
EWVEEF -549,695 -586,323 -597,076 -656,807 -718,931
BFlE 318,992 354,845 404,348 443,132 484,300
Hftrsz 5,823 6,157 4,923 6,685 6,000
FRITRER -56,744 -52,256 -56,633 -64,552 -66,806
HERITHER -145,679 -157,126 -196,815 -212,211 -236,520
8%/ EBITDA 175,710 191,668 198,180 213,076 229,571
EEESS EBIT 134,407 143,436 165,762 178,872 194,805
W5 #A -5,918 -7,947 -8,219 -4,476 -4,476
HOBRERSH R N EiA S BRI E IR R FIE 89,185 101,596 171,287 192,476 187,568
RStz -15,549 -22,529 -44,028 -55,811 -43,141
BTSRRI SRK 7,210 8,677 4,547 6,500 8,000
BT EARARIRAEFE 72,509 79,741 137,956 149,165 154,428
Non-GAAP 3 &7l 143,991 158,359 155,930 177,305 190,169
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