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Baozun (BZUN US)

Driving quality growth

Target Price US$3.53
Baozun released 4Q24 results: total revenue was RMB3.0bn, and was 3.3% (Previous TP US$3.10)
better than Bloomberg consensus; non-GAAP net profit attributable to ordinary Up/Downside 17.7%
shareholders of Baozun came in at RMB46mn, up from RMB29mn in 4Q23, but Current Price US$3.00
missed consensus of RMB74mn. Baozun E-commerce (BEC) inked revenue
growth of 6% YoY, driven by higher demand from digital marketing and IT China Internet
solutions, and Baozun Brand Management (BBM) booked 17% YoY growth Saiyi HE, CFA
(3Q24: 10% YoY) driven by higher sales from Gap brand as Baozun continues (852) 3916 1739
to optimize Gap’s merchandising plans, and also aided by new store openings. hesaiyi@cmbi.com.hk
Looking ahead into 2025, we expect management to prioritize operating Ve TAO. CEA

efficiency gains over business expansion for BEC; and to continue driving solid

revenue growth and loss reduction of BBM business, which should achieve non- franktao@cmbi.com.hk

GAAP OP breakeven in 4Q25 on our estimates. We roll over our valuation base Wentao LU, CFA
to 2025E with a new SOTP-based TP of US$3.53 (was US$3.1). Maintain BUY. luwentao@cmbi.com.hk
B Solid revenue growth in 4Q24. By segment, product sales revenue was Joanna Ma

up 5.0% YoY (3Q24: 10.6% YoY) to RMB1.1bn, and services revenue was (852) 3761 8838

up 9.3% YoY (3Q24: 14.2% YoY) to RMB1.9bn. In 4Q24, revenue joannama@cmbi.com.hk

generated from BEC grew by 6.0% YoY to RMB2.5bn driven by higher

demand from digital marketing and IT solutions, and revenue generated Stock Data
from BBM increased by 16.9% YoY due to sales increase from the Gap X'\'/‘; g?ﬁtggf/ir(ﬂgsg ) 17?_‘1
brand. Within services revenue, online store operations/warehousing and 52w High/Low (US$) 4.22/2.20
fulfilment/digital marketing and IT solutions achieved 16/0/15% YoY growth. Total Issued Shares (mn) 59.9
Within online store operations services revenue, apparel and accessories Source: FactSet
on combined basis achieved 27% YoY growth, while partly offset by a 12% Shareholding Structure
YoY decline in Others. Group-level non-GAAP operating income came in at Schroders 5.6%
RMB103.3mn (4Q23: RMB75.7mn), driven by both improvement in TIAA 4.5%
profitability of BEC business and loss reduction of BBM. Source: HKEx

M 2025 outlook: expecting solid BEC operating profit growth and quality Share Performance
growth for BBM. For 2025E, we estimate total revenue growth of 0%/15% Absolute Relative
YoY for BBM/BEC business. We expect BEC to focus on driving operating émm '1_?1:202 1;;02
efficiency improvement in the near term, with non-GAAP OP to grow 22% 6-mth 11.9% 13.0%
YoY in 2025E, and non-GAAP OPM to improve to 2.7% (2024: 2.2%). For Source: FactSet
BBM, we see support for revenue growth to come from both new store 12-mth Price Performance
openings and same-store sales growth driven by optimized merchandising (Us$ BZUN US

4.50 IXIC (Rebased)
4.00

3.50

plans for Gap. Driven by solid revenue growth, as well as business operation
with partners to achieve rental expense optimization, we anticipate BBM
business’s loss to narrow to RMB100mn in 2025E (2024: loss of 500
RMB169mn). 250

B Maintain BUY with SOTP-based target price adjusted to US$3.53. Our 2O N Swat  Delzi  maizs
SOTP-based valuation consists of: 1) RMB1.1bn for BEC, based on 5.0x
2025E EV/EBIT (was 3.0x 2024E EV/EBIT, the lift in valuation multiple was
due to more positive earnings growth outlook); 2) RMB170mn for BBM,
based on 0.1x 2025E EV/sales (was 0.1x 2024E EV/sales); and 3)
RMB2.6bn in net cash. We have applied a 60% holding discount to group-
level valuation, but expect the enhancement of shareholder returns to
unlock net cash value held on balance sheet.

Source: FactSet
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Earnings Summary
(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 8,401 8,812 9,422 9,643 9,835
YoY growth (%) (10.6) 4.9 6.9 2.3 2.0
Adjusted net profit (RMB mn) 132.2 (65.1) (40.4) 55.4 1555
Diluted EPS (RMB cents) 71.13 (36.45) (22.47) 30.62 85.51
YoY growth (%) (21.6) na na na 179.2
P/S (x) 0.2 0.1 0.1 0.1 0.1
P/E (x) 30.2 ns ns 71.0 25.4
ROE (%) (10.0) (3.9) (2.4) 0.0 1.9
Net gearing (%) (20.0) (20.4) (14.5) (29.5) (25.4)
Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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(RMBmn)

YoY growth (%)
Breakdown by

business type

1. Product sales
YoY growth (%)

2. Services
YoY growth (%)
Breakdown by
business segments
1. Baozun e-
Commerce (BEC)
YoY growth (%)
2. Baozun Brand
Management (BBM)
YoY growth (%)
3. Intersegment
eliminations

Gross profit
Operating profit
Adj. operating profit

BEC

BBM

Margin (%)
GPM

OPM

Adj. OPM
BEC
BBM

Adj. NPM
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Figure 1. Quarterly results and results comparison
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Figure 2: Baozun: SOTP valuation

Valuation
Metrics methodology Target multiple Shareholding Valuation
2025E Non-GAAP
BEC EBIT 219 EV/EBIT 5.0 100% 1,097
BBM 2025E Revenue 1,696 EV/sales 0.1 100% 170
Total 1,267
Net cash 2,566
Holding discount 60%
Equity Value (US$mn) 213

No. of ADS outstanding (mn) 60
Target price (US$) 3.53

Source: CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 9,396 8,401 8,812 9,422 9,643 9,835
Cost of goods sold (3,277) (2,256) (2,409) (2,474) (2,512) (2,563)
Gross profit 6,120 6,145 6,403 6,948 7,131 7,272
Operating expenses (3,524) (3,474) (4,190) (4,650) (4,661) (4,626)
Selling expense (2,550) (2,674) (2,829) (3,381) (3,419) (3,429)
Admin expense (526) (371) (856) (719) (697) (662)
R&D expense (448) (428) (505) (550) (544) (535)
Operating profit 7 33 (206) (115) 3 131
Other income 63 46 82 69 69 69
Other expense (57) (57) (41) (39) (40) (40)
Gain/loss on financial assets at FVTPL 46 (32) 9) (39) 0 0
Investment gain/loss ®3) 8) 0 3) 0 0
Pre-tax profit (154) (580) (217) (93) 1 130
Income tax (55) (26) (12) (21) (0) (26)
Net profit (206) (610) (223) (138) 1 104
Adjusted net profit 200 132 (65) (40) 55 155
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 9,204 7,397 7,291 6,785 7,033 6,941
Cash & equivalents 4,607 2,150 2,308 1,947 2,665 2,492
Restricted cash 93 102 203 353 353 353
Account receivables 2,261 2,293 2,185 1,714 1,922 1,989
Inventories 1,074 943 1,045 1,084 695 700
Prepayment 573 554 590 689 395 401
ST bank deposits 0 895 721 647 647 647
Non-current assets 3,115 2,725 3,184 3,044 2,626 2,660
PP&E 653 694 851 821 569 581
Investment in JVs & assos 41 39 38 38 38 38
Intangibles 395 311 306 297 132 153
Goodwill 398 336 312 312 312 312
Other non-current assets 1,628 1,344 1,675 1,575 1,575 1,575
Total assets 12,319 10,122 10,474 9,829 9,659 9,602
Current liabilities 4,777 3,682 3,758 3,233 3,620 3,381
Short-term borrowings 2,288 1,016 1,116 1,100 1,100 1,100
Account payables 494 475 564 455 704 449
Tax payable 658 535 525 386 386 386
Other current liabilities 352 631 365 306 306 306
Accrued expenses 985 1,026 1,188 987 1,125 1,140
Non-current liabilities 1,061 764 865 772 732 732
Long-term borrowings 0 0 0 0 0 0
Total liabilities 5,838 4,446 4,623 4,005 4,352 4,112
Capital surplus 4,960 5,129 4,571 4,597 4,080 4,158
Retained earnings 425 (228) (507) (573) (619) (562)
Total shareholders equity 6,481 5,676 5,852 5,824 5,307 5,489
Minority interest 163 154 170 165 179 192
Total equity and liabilities 12,319 10,122 10,474 9,829 9,659 9,602

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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2021A 2022A 2023A 2024E 2025E 2026E

YE 31 Dec (RMB mn)

Operating

Profit before taxation (154) (580) (217) (93) 1 130
Depreciation & amortization 207 197 179 137 153 170
Tax paid (54) (54) (54) (54) (54) (54)
Others (95) 821 148 (292) 934 (215)
Net cash from operations (96) 383 55 (302) 1,034 30
Investing

Capital expenditure (286) (207) (128) (136) (144) (152)
il:l}s;gtr;t;tigs from disposal of short-term 1433 (898) 175 73 0 0
Net cash from investing 376 (1,307) (85) (125) (194) (203)
Financing

Net borrowings 548 468 100 (16) 0 0
Proceeds from share issues 0 0 0 0 0 0
Others 201 (2,118) 0 0 0 0
Net cash from financing 750 (1,650) 100 (16) 0 0
Net change in cash

Cash at the beginning of the year 3,731 4,700 2,246 2,308 1,826 2,665
Exchange difference (61) 120 9) (39) 0 0
Cash at the end of the year 4,700 2,246 2,308 1,826 2,665 2,492
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 6.2% (10.6%) 4.9% 6.9% 2.3% 2.0%
Gross profit 10.8% 0.4% 4.2% 8.5% 2.6% 2.0%
Operating profit (98.7%) 374.1% na na na 4,678.7%
Net profit na na na na na 8,600.6%
Adj. net profit (62.7%) (33.8%) na na na 180.9%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 65.1% 73.1% 72.7% 73.7% 73.9% 73.9%
Operating margin 0.1% 0.4% (2.3%) (1.2%) 0.0% 1.3%
Adj. net profit margin 2.1% 1.6% (0.7%) (0.4%) 0.6% 1.6%
Return on equity (ROE) (3.3%) (10.0%) (3.9%) (2.4%) 0.0% 1.9%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) (0.4) 0.2) (0.2) 0.2) (0.3) (0.3)
Current ratio (x) 1.9 2.0 1.9 2.1 1.9 2.1
Receivable turnover days 86.4 98.9 92.7 75.5 68.8 72.6
Inventory turnover days 116.9 163.1 150.6 157.1 129.3 99.3
Payable turnover days 51.0 78.4 78.7 75.1 84.2 82.1
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E 23.6 30.2 ns ns 71.0 25.4
P/E (diluted) 24.0 30.6 ns ns 71.0 25.4
P/B 0.7 0.7 0.7 0.7 0.7 0.7

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
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liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
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