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Ecosystem optimisation and increased
iInvestment in business transformation

PDD reported FY3Q25 revenue of Rmb108.3bn (+9% YoY), beating consensus estimates
of Rmb107.6bn. Operating profit fell 3% YoY to Rmb25.0bn, while non-GAAP net profit
increased 14% YoY to Rmb31.4bn (vs. consensus forecast of Rmb25.1bn), exceeding our

expectations.

The "Rmb100bn Merchant Support " programme fuels transformation. In 3Q25, the
company continued to deepen its industry-pioneering “Rmb100bn Subsidy” programme,
and launched initiatives such as "Duoduo Good Specialty Products”, "New-Quality Supply”
and "E-commerce March Westward" to promote the high-quality development of its
ecosystem. Transaction service revenue increased by 9.9% YoY to Rmb54.9bn in 3Q25
(higher than consensus expectation of Rmb51.4bn), while online marketing service
revenue rose 8.1% YoY to Rmb53.3bn (vs. consensus of Rmb55.4bn). We expect the
company's monetisation rate to come under pressure as the platform intensifies
investment in ecological development. According to the "One-Year Development Report
on New-Quality Supply" released by the company, the “Rmb100bn Subsidy” programme
launched this year has empowered small and medium-sized merchants, new-quality
merchants and brand merchants. The number of young merchants born after 1995 and
2000 increased by 31% and 44% YoY, respectively, and the number of SKUs of high-
quality products and new-quality products surged by over 50% YoY. During this year's
Singles’ Day shopping festival, the platform upgraded its subsidy programme and
launched full-category cross-store discounts and social fission features, driving continued
growth in transaction volume (+11.7% YoY during the promotion cycle, accounting for 14.8%

of the market share).

Stronger cost control efforts and higher investment income. The gross profit in 3Q25
reached Rmb61.4bn (+3% YoY), while the gross margin decreased 3.3ppts YoY to 56.7%.
The total operating expenses in 3Q25 were Rmb36.4bn, accounting for 33.6% of revenue
(-2.0ppts YoY). The sales expense ratio in 3Q25 was 28.0%, down 2.7 ppt YoY. The
general and administrative expense ratio and research and development (R&D) expense
ratio were 1.6%/4.0% respectively, -0.2ppt and +0.9ppt YoY. The company's R&D
expenditure in 3Q25 reached Rmb4.33bn, a significant YoY increase of 41.4%, as the
platform continued to increase investment in technological R&D, its overall cost control
capability was continuously enhanced, and the expense structure was constantly
improved. In addition, the company's interest and investment income in 3Q25 continued
to surge by 58.1% YoY to Rmb8.6bn. Under the combined impact, the company achieved
a non-GAAP net profit attributable to shareholders of Rmb.bn (higher than the market
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consensus expectation of Rmb25.1bn, +14.3% YoY), with a net margin of 29.0% (+1.3ppts
YoY), and the YoY growth rate turned from negative to positive. According to Shanghai
Securities News, relying on the “Rmb100bn Subsidy” programme, the platform has fully
expanded support for small and medium-sized merchants, new-quality merchants and
brand merchants, continuously reducing costs and increasing efficiency for tens of millions
of merchants. Half a year after its implementation, the number of SKUs of high-quality
products increased 51% YoY, and the number of post-95s and post-00s merchants rose

by 42% YoY, marking the initial results of the platform's high-quality development.

Strong growth of Temu's active users and market popularity. Since the start of this
year, Temu's active users and market popularity have continued to grow robustly.
According to Sensor Tower, Temu once again claimed the top spot in both the global e-
commerce app download rankings and monthly active user growth rankings from January
to October 2025. As of October 2025, Temu's cumulative global downloads have
exceeded 1.2bn, with its global monthly active user base reaching a record high of 530m
in August. Temu's overseas Black Friday promotion officially kicked off on 9 October.
According to the Network Economy Association, this year's Temu Black Friday promotion
will last 51 days. Compared with last year, the promotion cycle has been extended by four
days and the launch time advanced by 10 days, with the promotion strategy gradually
shifting toward ultra-long cycles. During the promotion period, on 6 November, Temu
launched a large-scale product removal campaign across 32 European sites,
strengthening the regulation of practices such as product safety violations and duplicate
listings. We believe Temu's overseas expansion is facing increasingly stringent
compliance supervision, and the company has increased investment to build professional
compliance teams and standards. In the long run, the overseas business is expected to

achieve accelerated growth and profit margin improvement.

Maintain BUY. The company concentrates resources on deepening its core business and
key product categories. With the “Rmb100bn Subsidy” programme continuously
advancing, we expect it to accelerate business transformation toward new quality.
Meanwhile, the company's operational efficiency continues to improve, Temu keeps
expanding overseas markets, and under the optimised ecosystem, there is ample room
for long-term high-quality development. Given higher-than-expected quarterly results but
continued long-term competitive pressures, we raised our net profit forecasts from
Rmb102.4bn to Rmb109.0bn in 25E, and lowered our net profit forecasts from
Rmb138.6bn to Rmb128.2bn in 26E, from Rmb168.9bn to Rmb155.8bn in 27E. We

maintain our BUY rating.

Risk. Intensified competition, overseas expansion delays, weaker-than-expected

consumption.
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AR 9 -11,850 -20,267 -19,503 -25,614 -32,283
Non-GAAP J7¥#5F i 67,899 122,318 109,029 128,155 155,770
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