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Continued proactive optimization of customer mix puts

near-term pressure on loan origination volume

Key takeaway

In 1Q26, the company achieved revenue of RMB3.91bn, down
4.5% QoQ and 16.7% YoY. Non-GAAP net profit was RMB0.95bn,
down 11.6% QoQ and 50.9% YoY. Non-GAAP EPADS was RMB
7.70. In terms of customer acquisition and loan origination, the
company proactively optimized its user structure by focusing on
high-quality customer segments, resulting in near-term volume
pressure but improved quality. Total loan facilitation and
origination volume in 1Q26 was RMB65.03bn, down 7.5% QoQ
and 26.8% YoY. Of this, loans under the light capital model
amounted to RMB31.42bn, down 28.3% YoY, with its proportion
rising to 48.3%. On risk metrics, the first-payment default rate
declined to 5.7%, while the 30-day recovery rate improved to
85.8%, up 1.8 pcts QoQ. The 90-day+ delinquency rate rose to
3.5% QoQ. ABS issuance volume reached RMB2.9bn in the first
quarter, up 16% QoQ. The proportion of ABS in the funding mix
increased by 6 pcts, driving an approximate 10 basis point QoQ
decline in overall funding costs.

Event

On May 27, 2026, Qfin announced its 1Q26 earnings results.
In 1Q26, the company achieved revenue of RMB3.91bn, down
4.5% QoQ and 16.7% YoY. Non-GAAP net profit was RMB0.95bn,
down 11.6% QoQ and 50.9% YoY. Non-GAAP EPADS was RMB
7.70.
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(10,000 shares) 1219120
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Totalmarket cap (USD'00mn) 15.35
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[CSC (601066.SH) Non-Bark Financials] Qfin Holdings (QAN) :
19 Mar 2026 Despite near-term eamings pressure, risk inflection point
emerges andlong-term leadership advantage strengthens
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Quick Take

In terms of customer acquisition and loan origination, the company proactively optimized its user
structure by focusing on high-quality customer segments, resulting in near-term volume pressure but
improved quality. As of the end of March 2026, the platform had connected with a cumulative total of 167
financial institutions. Cumulative registered users reached 297.5 million, up 11.0% YoY. Cumulative users with
approved credit lines reached 64.8 million, up 11.0% YoY. Cumulative users who successfully withdrew funds
reached 39.5 million, up 11.3% YoY. Total loan facilitation and origination volume in 1Q26 was RMB65.03bn,
down 7.5% QoQ and 26.8% YoY. Of this, loans under the light capital model (including ICE and full-process
technology solutions) amounted to 31.42 billion, down 28.3% YoY, with its proportion rising to 48.3%. Despite the
overall contraction, the user structure improved significantly: investment in high-quality users increased by
approximately 40% QoQ in the first quarter, and the proportion of high-quality users among newly approved
credit users rose by 6% QoQ. Meanwhile, the average loan pricing IRR declined by 80 basis points QoQ to 18.7%
(a cumulative decline of 2.2 pcts over the past two quarters), reflecting the company's proactive adjustments in
transitioning to high-quality customer segments and its competitive pricing strategy.

On risk metrics, proactive risk control measures prove highly effective, and an inflection point in asset
quality is established. The company has been tightening its risk control policies since the second half of 2025,
achieving comprehensive improvement in core leading risk indicators. (1) The C-M2 ratio (proportion of loans
overdue by more than 30 days after collection intervention) fell 17% QoQ to 0.8%, returning to the levels seen in
July-August 2025 and largely achieving the risk optimization target; (2) the first-payment delinquency rate
declined to 5.7%; (3) the average FPD7 for newly issued loans dropped 5% compared with December 2025, and
the FPD30+ delinquency rate fell sharply by 22% QoQ; (4) the 30-day recovery rate rose to 85.8%, up 1.8 pcts
QoQ, mainly driven by enhanced scorecard models and more refined collection strategies. In terms of lagging
indicators, the 90-day+ delinquency rate rose to 3.5% QoQ, primarily reflecting the lagged release of risks from
legacy assets at end-2025. On the provisioning front, total new provisions in 1Q26 amounted to approximately
RMB1.68bn, down 12.5% QoQ; the provision coverage ratio stood at 391%, which, although lower QoQ, remained
at an ample level, providing a safety buffer against potential risks. According to the latest operating data for
April-May, the C2M2 ratio remained stable and continued to improve modestly. Overall risk performance in
2Q26 is expected to be better than that in 1Q26.

Funding and cost: The ABS share increased, while funding and customer acquisition costs continued to
decline. Amid industry liquidity pressure, the company's ABS issuance reached RMB2.9bn in the first quarter, up
16% QoQ, with the ABS share of the funding mix rising 6 pcts, driving the overall funding cost down by
approximately 10 bps QoQ. As of the end of the quarter, the number of partner financial institutions remained

stable at 167, with funding channels staying diversified. Thanks to improved marketing efficiency and channel
optimization, customer acquisition costs also fell 17% QoQ.

Shareholder returns: The balance sheet continued to be strengthened, with active buybacks demonstrating
confidence. As of May 26, 2026, the company had cumulatively repurchased, with USD502mn in cash, a total
principal amount of USD577mn of convertible bonds due 2030, leaving approximately USD113mn in outstanding
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principal and significantly reducing long-term liabilities and interest expenses. Management indicated that,
subject to regulatory clarity, the company may resume share buybacks at an appropriate time and will maintain a
progressive dividend policy to continue generating returns for shareholders.

Earnings forecast and valuation: In the near term, weak consumer credit demand and regulatory uncertainty
are expected to persist. The company projects 2Q26 non-GAAP net profit in the range of RMB900mn to
RMB980mn, representing a YoY decline of 47%-51%. Over the long term, the company continues to adopt a
prudent operating strategy in exchange for a higher-quality asset structure. As industry consolidation accelerates,
the company, as a leader leveraging its Al technology moat, funding cost advantage, and its "One Body, Two
Wings" strategy, is well-positioned to achieve higher-quality growth once the cycle recovers. Therefore, under
the new reporting basis after excluding RM Saa$, we project 2Q26 loan originations to be approximately RMB
64.2 billion, down 1.3% QoQ; Non-GAAP net income is expected to be RMB 860 million, down 9.5% QoQ. For the
full year, the company's revenue is projected to reach RMB 15.3 hillion in 2026, reflecting a year-on-year decline
of 20%. Non-GAAP net profit is expected to be RMB 3.4 billion, corresponding to a year-on-year decrease of 46%.
As of the close on May 27, the company's valuation was approximately USD 1.782 billion, corresponding to a PE
multiple of 3.55x . The "Buy" rating is maintained, with a target price of USD 17.56.
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Risks

Stricter regulatory policies: Internet consumer finance platforms are already in a "normalized" strict regulatory
environment. Regulatory policies have imposed strict controls on  various aspects such as regulatory ratings,
borrower

management, and interest rates. With new developments such as the inclusion of personal credit data and
internet technology innovation, regulators may further enhance supervision on the business expansion of the
platforms, affecting existing profits. Therefore, the risk of stricter regulatory policies cannot be ruled out.

Asset quality risks: Basic asset risks refers to the impact of macroeconomic policies and economic conditions on
basic asset risks. During economic downturns, borrowers may fail to repay on time or in full due to weakened
repayment capacity. Additionally, macroeconomic fluctuations may affect the stability of consumer finance assets,
leading to an increase in the bad debt ratio and increasing the pressure to write off non-performing loans.

Intensified market competition: As the consumer credit market growth slows down, internet consumer finance
platforms face more intense market competition. Bank consumer credit products, with lower interest rates and
higher market share, put the internet platforms under competitive pressure.

Please be sure toread the disclaimers and statements after the main text.
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Disclaimer

Investment rating system

Investment rating standard Ratings Description
[The rating standard used in the investment recommendationsin the Buy Increase by more than 15% compared to the benchmark index
report is based on performance relative to the market within 6 months Overweight Increase by 5%- 15% relative to the benchmark index
after the release date. In other words, the performance of the . -
[company's stock price (or industry index) within 6 months after the Stock ratings Neutral Increase by - 5% to -5% relative to the benchmark index
release dateis compared to the changein the representative index of Underweight Decrease by 5%-15% relative to the benchmark index
the relevant securities market over the same period. CSI 300 Index Sell B b than I5hrelative to the benchmarkind
Iserves as the benchmark index for the A-share market; the NEEQ i ecrease by morethan _ohrefative to the benchmark index
[Component Index serves asthe benchmark index for the NEEQ market Outperform Increase by more than 10% compared to the benchmark index
#%?Eest;eggdmsfé gggx/lisd?;tsheewbeesnacsl'\trrg %éﬁgﬁ%ﬁ%gggﬁg S?engs Industry ratings Neutral Increase by - 10%to - 10%relative to the benchmark index
market. Underperform Decrease by more than 10% compared to the benchmark index

This report is a translation of the original Chinese report [&r BFIFE(QFIN} B 4EZ FHE 1 ZEF A H), WA IE], released on [27 May 2026]. If there is any
Inconsistency or ambiguity betweenthe English versionand the Chinese version, the Chinese version shall prevail.
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General Disclosures
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instruments mentioned in this report is not a reliable indicator of future performance. Any forecast content in the reportis based on corresponding assumptions, and any
assumption may change at any time and impactactual investment earnings. China Securities does not promise or guarantee thatthe forecast contentin this report will
necessarily be realized.
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