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FY24 FY25 FY26E FY27E FY28E
BN (B57T) 941,168 996,347 1,067,798 1,158,218 1,250,157

RIEVIBER (%) 8.3 5.9 7.2 8.5 7.9

Non-GAAP |3EZ &858 (B5H7T) 158,359 158,393 137,212 165,317 187,977
FILIBEE (%) 10.0 0.0 (13.4) 20.5 13.7
BEEESRIKE (t) 62.11 65.59 56.82 68.46 77.85
ROE (%) 16 16 11 11 11
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Enhanced investment in flash sales & instant
commerce, with Al turbocharging cloud

intelligence

1QFY26 outlook. We forecast 1QFY26 revenue of Rmb249.2bn (+2.4% YoY) and
non-GAAP net profit of Rmb36.0bn (-11%YoY). By business segment, we anticipate
earnings growth of 8.8% YoY for Taotian, 18.8% for International Business Digital
Commerce Group, 15.5% for Local Life Group, 3.0% for Cainiao Group, 22% for Cloud

Intelligence Group, and 5.0% for Great Entertainment Group.

Robust Taotian GMV growth and higher take rate driven by the user strategy.
According to the National Bureau of Statistics, national online retail sales in April and May
2025 increased by 7.06% and 11.53% YoY respectively; among which, online retail sales
of physical goods from April to May reached Rmb2.0tn (+7.21% YoY), with an online
penetration rate of 25.4% (25.1% in the same period last year). We expect that optimized
platform experience will improve user stickiness and frequency, and Taotian’s GMV
growth momentum will continue in 1QFY26. Tmall's 618 promotion adjusted full
reductions to support merchants, with the full-cycle performance exceeding expectations.
GMV after excluding refunds increased 10% YoY, the largest increase in three years, and
the number of purchasing users on the platform achieved double-digit growth. Meanwhile,
benefitted from the 0.6% software service fee and full-site promotion, we expect improved
take rate will drive double-digit CMR growth. In the medium and long term, the platform
will continue to optimise the business environment for merchants, and the advertising
efficiency across the entire site will continue to improve, providing long-term potential for

the platform’s monetisation rate.

Short-term EBITA pressure for Taotian. According to Taobao’s official WeChat
account, Alibaba integrated Ele.me and Fliggy into the China E-commerce Business
Group in April, with the strategic focus fully shifting to the big consumption ecosystem.
The platform upgraded Taobao Flash Sale, launched Rmb10bn-plus “Ele.me subsidies,
and officially announced another Rmb50bn subsidy plan in July . On 5 July, two months
after Taobao Flash Sale went online, its daily orders successfully exceeded 80m, among
which non-catering orders exceeded 13m, with daily active users exceeding 200m,
boosting the total daily orders in the instant retail market to 200m. With increased
investment, we expect Taotian’s adjusted EBITA will face short-term pressure, but it will

cultivate consumer awareness of the instant retail market and activate local consumption.

Strong reasoning Al demand fuels cloud revenue growth. The ongoing trend of
computing power and technology equality led by domestic Al players is driving explosion

of domestic reasoning Al demand, and accelerating Al adoption amongst domestic
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enterprises. Alibaba Cloud possesses the world’s largest open-source model community.
The upgraded and iterated Qwen 3 introduces a hybrid thinking and Agent native
framework, further enhancing model capabilities. The Al To C business continues to
make significant progress. We expect cloud revenue is accelerated growth in 1QFY26,
with stable QoQ growth of adjusted EBITA margin.

Healthy global business with narrower losses. In 1QFY26, AIDC (International
Digital Business Group) diversified its business layout to hedge geopolitical risks, with aa
focus on Middle East, Europe, Japan and South Korea markets. We expect overseas
revenue to maintain sound growth. Meanwhile, the Group has increased efforts to
balance AIDC’s investment efficiency, which resulted in improved profitability and likely

narrower adjusted EBITA losses.

Maintain BUY. With a focus on core businesses, Alibaba has continued the robust
growth momentum for its domestic e-commerce business, narrowed overseas losses,
and accelerated its cloud business demand. Meanwhile, its enhanced investment in Al
and instant retail will underpin long-term growth. Considering the investment intensity in
new businesses, we lower net profit forecasts from Rmb171.4bn to Rmb137.2bn in
FY26E, from Rmb188.6bn to Rmb165.3bn in FY27E and from Rmb201.6bn to Rmb188bn
in FY28E. Based on peer valuations, we apply a 10x PE to Taotian Group, 7x PS to Cloud
business, and 1x PS to the International Business Group, and derive a target price of
US$138 or HK$136. The valuation implies a 33% upside for ADS and a 32% upside for

H-shares. We maintain our BUY rating.

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

development of new business.
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ARFBE AT FY24 FY25 FY26E FY27E FY28E
BN 941,168 996,347 1,067,798 1,158,218 1,250,157
EWVEEF -586,323 -598,285 -638,426 -691,473 -752,658
BFlE 354,845 398,062 429,373 466,746 497,499
Hftrsz 6,157 3,387 6,685 6,685 6,000
FRITRER -52,256 -57,151 -64,016 -69,644 -69,412
HERITHER -157,126 -188,260 -241,036 -240,951 -251,174
iEEES EBITDA 191,668 202,325 172,096 208,557 233,346
BB EBIT 143,436 166,729 134,484 168,651 194,997
552 F -7,947 -9,596 -4,476 -4,476 -4,476
HOBRERSH R N EiA S BRI E IR R FIE 101,596 155,455 136,182 169,479 187,912
RStz -22,529 -35,445 -38,814 -47,624 -48,857
BTSRRI SRK 8,677 4,133 1,300 3,500 5,000
BT EARARIRAEFE 79,741 129,470 104,968 130,854 149,555
Non-GAAP 3&&F1iH 158,359 158,393 137,212 165,317 187,977
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LUREHER 6 MAR, IBSENTHiZEEEHRKEIE IR E, EXNT:

SEN (Buy) ;AR T AR 20% LA L

1% (Outperform) ;AT AR 5% ~20%;

Bt (Neutral) : HEXITIAERIE - 5% ~ + 5% Z AN,

5 (Underperform) : EXSETF AR 5% LT,
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&lr (Overweight) L AT AT R

Bt (Neutral) AT SRR RIERFFE,

&% (Underweight) L AT SSTEIATIARIN.
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