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Enhanced investment in Al and instant retail; Cloud
penetration drives stronger-than-expected growth

1QFY26 results review. Alibaba reported 1QFY26 revenue of Rmb247.7bn (+2% YoY), with a like-for-like

growth (excluding disposed businesses Sun Art Retail and Intime) of 10% YoY, adjusted EBITA of
Rmb38.8bn (-14% YoY), and non-GAAP net profit of Rmb33.5bn (-18% YoY), in line with our
expectations.

Solid CMR growth got Taotian, with higher full-site promotion driving monetisation, while adjusted
EBITA of China E-commerce Group came under pressure. The group integrated Fliggy and Ele.me to
form the China E-commerce Group, reporting revenue of Rmb140.1bn (+10% YoY) and adjusted EBITA
of Rmb38.4bn (-21% YoY). According to Analysys, Taotian’s 2QFY26 GMV grew 9.2% YoY during the 618
grand promotion. The 0.6% technical service fee and higher penetration of full-site promotions drove
continued monetisation rate recovery, with customer management revenue maintaining rapid growth,
as Taotian’s CMR reached Rmb89.3bn (+10% YoY, vs. market consensus of +9%). Instant shopping
demand shows broad growth potential. The group launched a new Rmb50bn investment plan in instant
retail, expanding supply in food delivery, daily necessities and electronics. In July, Taobao Flash Sale Day
orders exceeded 80m, while integration of near-field and far-field e-commerce scenarios lifted user
engagement and conversion, driving Taobao APP MAUs up (+25% YoY) in the first three weeks of
August. Adjusted EBITA reached Rmb38.4bn (-21% YoY), pressured by increased investment. Given
Alibaba’s billion-user base and its continued focus on building a consumption ecosystem through
supply chain integration, user engagement and membership rights, we expect the firm to unlock
cross-scenario synergies, extend user lifecycle and enhance customer value.

Rapid Al demand and accelerated cloud adoption drove faster-than-expected cloud revenue and
Capex growth, with a steady recovery in adjusted EBITA margin, while continued Qianwen LLM
upgrades, native Al application upgrades, and accelerating external Al adoption supported industry
transformation. In 1QFY26, Cloud Intelligence Group reported revenue of Rmb33.4bn (+26% YoY), with
Al-related product revenue growing by triple digits for eight consecutive quarters. Adjusted EBITA was
Rmb2.95bn (+26% YoY), and adjusted EBITA margin rose to 8.8% (vs. market consensus of 8.1%).
According to OpenRouter, Alibaba’s Qwen3-Coder rose quickly, capturing 20.7% of the market within
weeks of its late July launch, showing strong global competitiveness and delivering the best
performance among open-source models. Native Al applications advanced rapidly. Amap achieved fully
Al-powered, and Quark launched its first self-developed Al glasses. DingTalk introduced the world’s first
agent-driven work application. External Al adoption also accelerated, supporting a new wave of
industry transformation. The company remains committed to its Al strategy, investing a Capex of
Rmb38.7bn in 1QFY26 (vs. Rmb24.6bn in 4QFY25), bringing total Al infrastructure and product R&D
investment to over Rmb100bn in the past year, further strengthening its core Al-driven capabilities.
International business growth with focus on operational efficiency and improved profitability. In
1QFY26, the International Digital Commerce group reported revenue of Rmb34.7bn (+19% YoY), of
which international retail commerce revenue reached Rmb28.4bn (+20% YoY). The company continued

to focus on diversified market expansion and on optimising operational efficiency, including logistics
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and investment efficiency, to enhance operating quality. AliExpress Choice and Trendyol achieved
significant improvement in unit economics, with adjusted EBITA at -Rmb59m, narrowing sharply from
-Rmb3.71bn in the same period last year.

Active share buybacks. In 1QFY26, the company repurchased 56m common shares for a total
consideration of US$815m, with US$19.3bn remaining under the share repurchase program.

Maintain BUY. Alibaba adheres to a “user-centric, Al-driven” strategy, forming a business matrix of
e-commerce, technology, and internet platform products. Meanwhile, it continues to significantly
invest in cloud and Al infrastructure, while driving synergy between near-field and far-field e-commerce
through the aggressive expansion of instant retail to optimise business models. Considering its
intensive investment, we lowered our adjusted net profit forecasts from Rmb137.2bn to Rmb125.5bn
in FY26E, from Rmb165.3bn to Rmb155.3bn in FY27E, from Rmb188.0bn to Rmb178.8bn in FY28E. We
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 commercialisation.
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