BOCOM Int’l Research
Company Update

Last Close
HKS 191.70

Meituan (3690 HK)

Target Price
HKS 247.001

Upside
+28.8%

Internet

Expect earnings resilience in 2Q22E; June likely a beat

() 2Q22E preview: We expect revenue to be RMB49bn, up 12% Yoy, slightly higher than
consensus, with food delivery/in-store, hotel & travel/new initiatives +11%/-23%/+38%.
We estimate an adjusted operating loss of RMB2.2bn, of which food delivery/in-store,
hotel & travel will record a profit of RMB3.0bn/2.7bn, and new initiatives to record a
loss of RMB7.8bn. Adjusted OPMs are estimated at 12%/40%/-47% respectively. We
project 2Q22E adjusted loss per share to be RMB0.41, vs. consensus of -RMB0.38.

®  Stronger-than-expected recovery of delivery orders: According to NBS, the catering
market dropped 20% YoY in April-May and showed strong recovery in June (-4%). Food
delivery platforms should fare better. Order volume of Meituan food delivery was
flattish YoY in April-May, and should resume growth in June on COVID containment. We
anticipate 2Q22E daily order volume to grow 1.5% YoY to 39.5m, and food delivery
revenue to rise 11% YoY (previous estimates: flattish/+9% YoY), thanks to higher AOV
and increased order frequency. In 2Q22, rider cost rose YoY due to COVID related
spending, offset by low user subsidies. We expect UE to improve further to RMBO0.8. The
estimated delivery revenue (from merchant + consumer) of RMB6/order is still below
delivery cost of RMB7/order.

®  Offline consumption recovered strongly in June, but in-store & hotel remained weak:
We estimate the TAM of in-store business shrank ~20% YoY in 2Q22E. In-store business
likely saw bigger COVID impact due to higher GTV contribution from top-tier cities than
food delivery. We estimate 2Q22E in-store & hotel GTV/revenue to drop 31%/23% YoY
while hotel & travel may suffer the most in the short term. With less subsidies, we expect
OPM to stabilize at 40%.

® Instashopping propels retail business growth; loss to narrow: We project revenue of
new initiatives to grow 38% YoY in 2Q22E, thanks to steady growth in Instashopping/
Grocery. We estimate the daily orders/GTV of Instashopping to climb 45%/90% YoY, with
a better UE driven by AOV growth. We estimate an operating loss of RMB7.8bn, and
expect Meituan Select to see a narrower loss under refined operation.

® Maintain Buy on solid outlook. We saw a sharp pick-up in June and expect further
penetration of local life services in long run. We revise our forecasts, and raise 2023E
SOTP-based TP to HKS247 (from HKS$234), implying 6x/5x 22/23E P/S. Meituan’s core
business remains resilient, and we are optimistic about the user habit cultivation and UE
improvement for Instashopping/Meituan Grocery.

Financial highlights

Y/E 31 Dec 2020 2021 2022E 2023E 2024E
Revenue (RMB m) 114,795 179,128 211,094 281,218 332,715
YoY growth (%) 177 56.0 17.8 332 18.3
Net profit (RMB m) 3,121 (15,571) (11,038) 7,149 17,951
EPS (RMB) 0.52 (2.58) (1.82) 118 2.95
YoY growth (%) -344 -594.8 -29.3 -164.5 150.4
Previous EPS (RMB) (1.23) 2.35 434
Change (%) 4856 499 -322
PIE () 316.7 NA NA 140.4 56.1
BVPS (RMB) 35.87 46.12 29.48 27.23 28.75
PIB (x) 461 358 561 6.07 5.75

Source: Company data, BOCOM Int'l estimates ~ “Net profit & EPS on non-GAAP basis
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Figure 1: MAU of Meituan, Meituan Delivery and Dianping apps dived in April and began to recover in May

400 Meituan  ====Dianping ==&==Meituan Food Delivery

(m)

350

357 357 364 540

300 324 324

320
r26 298 299 306 301 J1° 308
250 -, 71 284
254 256
200 230
210

150 187

100 156 47 49 52 54 60 63 62 63 62 63 63 59 59 59 62 63 68 68 65 65 63
9

50
0 26 32 4

2020-01 2020-04 2020-07 2020-10 2021-01 2021-04 2021-07 2021-10

374

363
355 346 337
324

68 65 62 61 59 62

2022-01 2022-04

Source: QuestMobile, company data, BOCOM Int’|

Stronger-than-expected recovery of delivery orders

According to NBS, the catering market dropped >20% YoY in April-May and showed strong
recovery in June (-4%), ending 2Q22 with a 16% YoY decline.

Food delivery platforms should fare better than the catering industry. With COVID under
control, we estimate that the order volume of Meituan food delivery rose MoM in May
and June. Although the epidemic affected the supply and demand of food delivery
platforms in 2Q22, the transaction frequency/user remained at about 6 times per month.
We anticipate 2Q22E daily order volume to grow 1.5% YoY to 39.5m, and food delivery
revenue to rise 11% YoY (previous estimates: flattish/+9% YoY), thanks to higher AOV and
increased user frequency.

In 2Q22, due to the increase in subsidies for delivery workers during the epidemic, we
estimate that the delivery cost per order was about RMB7, vs. RMB6.5 in 2Q21. At the
same time, user subsidies decreased YoY, which offset the COVID-related cost hike. We
expect operating profit margin to edge up 1ppt YoY, and UE to improve further to
RMBO0.8/order. The estimated merchant + consumer delivery revenue of RMB6/order is
still RMB1 below delivery cost of RMB7/order.

Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com
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Figure 2: Catering industry came under pressure in 2Q22 amid COVID resurgence, and may resume growth in
2H22E

2020 Jan-Feb March April May June 1Q 2Q 3Q a4Q Full year
Catering industry (RMB, 100m) 4,194 1,832 2,307 3,013 3,262 6,027 8,585 10,617 14,300 39,529
YoY -43% -47% -31% -19% -15% -44% -21% -7% 0% -17%
2021 Jan-Feb March April May June 1Q 2Q 3Q aQ Full year
Catering industry (RMB, 100m) 7,085 3,511 3,377 3,816 3,923 10,598 11,116 11,039 14,145 46,896
YoY 69% 92% 46% 27% 20% 76% 29% 4% -1% 19%
2022 Jan-Feb March April May June 1Q 2Q 3Q 4Q Full year
Catering industry (RMB, 100m) 7,718 2,935 2,609 3,012 3,766 10,653 9,387 11,259 14,873 46,172
YoY 9% -16% -23% -21% -4% 1% -16% 2% 5% -2%

Source: NBS, BOCOM Int’l estimates

Figure 3: Meituan’s estimated food delivery order growth: June may come in better than expected

2022 Jan Feb Mar Apr May Jun 1Q22 2Q22E 3Q22E 4Q22E 2022E
MAU, m 140 142 144 140 152 160 144 151 158 160 160
MTU, m 188 191 193 187 203 213 193 201 222 223 210
Orders/month 5.7 6.0 6.0 5.7 6.0 6.1 5.8 6.0 6.4 6.4 6.1
Orders, m 1,068 1,141 1,152 1,071 1,215 1,307 3,362 3,594 4,267 4,298 15,521
YoY 15.0%  21.0% 11.8% -4.0% 4.0% 4.0% 16% 1.5% 6% 10% 8%
Daily orders, m 34 41 37 36 39 44 374 39.5 46.4 46.7 425
AOV 51 54 51 50 51
Revenue 24,157 25,720 30,157 30,579 110,613
Yoy 17% 11% 14% 17% 15%
Source: QuestMobile, company data, BOCOM Int’l estimates
Figure 4: 1P/3P food delivery UE estimated at RMB0.4/1.2, blended UE estimate is RMB0.8
r - - - - TTTTTT T T T T 1 e - - - - _____‘I Ir ____________________
(2Q22) (1P) P (3P) ] (Total)
1
8.5 i i
1 : :
2.2 P i
6.5 1
1
i
45 Pl i
(0.3) 05) i
) 7.0 i (0.4)
2.5 | | (7.0)(0.3) (0.3) F 22 (1.5) i (1.1)
0s T o6 88 B 0804 14 38 82 12 1102 22 0:8
™7
PE 8 £ 3 5 9 3 £ < g £ & g9 3 £ <1 g 3 £ 2
1§ o € c = 5 5 Pl € 5 s troE S
[ 8 il © !
1 o 1 ! a 1
[ . _ _ . _ > _ _ i _ _ H
Source: Company data, BOCOM Int’l estimates
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Offline consumption recovered strongly in June, while in-store, hotel &
travel remained weak

According to our previous estimates of TAM of local life services and in-store dinning
market, the two markets fell by 17%/20% YoY respectively in 2Q22. As in-store business
has a higher GTV contribution from top-tier cities than food delivery, Meituan may take
a harder hit than the market under repeated COVID flare-ups.

We expect the GTV of in-store, hotel & travel to be under pressure in 2Q22E, down 31%
YoY. Due to travel restrictions and a high base, GTV of hotel/travel tickets declined more
than that of in-store. Yet, given half of the revenue comes from advertising/subscription
and other businesses, we anticipate revenue to decline by 23% YoY, smaller than the GTV
drop.

Hotel & travel businesses may suffer the most in the short term. We expect OPM to
stabilize at 40% with less subsidies.

Figure 5: In-store local life services/dining under pressure in 2Q22E, and but improve in 2H22E

2020 1Q 2Q 3Q 4Q  Full year 2020 1Q 2Q 3Q 4Q  Full year
Local life services (in-store) (RMB, bn) 723 654 1,096 1,345 3,818 In-store dinning (RMB, bn) 465 675 820 1,158 3,118
YoY -29% -28% -12% 6% -17% YoY 52% 21% -14% ©% -23%
2021 1Q 2Q 3Q 4Q  Full year 2021 1Q 2Q 3Q 4Q  Full year
Local life services (in-store) (RMB, bn) 1,050 1,093 1,318 1,345 4,807 In-store dinning (RMB, bn) 848 798 790 1,088 3,524
YoY 45% 67% 20% 0% 26% YoY 82% 18% 4% ©% 13%
2022 1Q 2Q 3Q 4Q  Full year 2022 1Q 2Q 3Q 4Q  Full year
Local life services (in-store) (RMB, bn) 1,142 906 1,371 1,436 4,855 In-store dinning (RMB, bn) 817 621 777 1,118 3,333
YoY 9% 17% 4% % 1% YoY -4% -22% 2% 3% 5%

Source: Company data, BOCOM Int’l estimates

Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com 4
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Figure 6: Expect in-store GTV to remain weak; revenue growth likely to outpace GTV growth as half of the
revenue came from advertising/subscription

RMB m Jan Feb Mar Apr May Jun 1Q22 2Q22E 3Q22E 4Q22E 2022E
1a) GTV of in-store 12,294 12,571 8,490 7,752 8,306 9,187 33,355 23,223 36,807 36,016 129,401
dinning
YoY 32.0% 31.0% -8.9% -23.3% -17.0% -10.0% 18% -23% % 10% 3%
1b) GTV of in-store 6,983 7,258 4,949 4,046 5,058 6,253 19,190 16,455 27,684 23,498 86,827
non-dinning
YoY 41.0% 40.0% -7.3% -40.0% -25.0% -10.0% 24% -19% 9% 18% %
1) GTV of in-store 19,277 19,829 13,438 11,798 13,364 15,440 52,545 39,678 64,492 59,513 216,228
YoY 35% 34% -8% -30% -20% -10% 20% -22% 8% 13% 5%
2) GTV of tickets 2,984 2,950 1,688 1,968 2,340 2,887 7,622 7,195 12,645 9,595 37,056
YoY 3.0% 5.0% -45.1% -48.0% -40.0% -24% -13% -37% 10% 10% -8%
3) GTV of hotel 7,314 7,250 2,974 4,284 3,856 5,545 17,539 13,684 24,566 23,190 78,979
YoY 12.1% 8.0% -45.0% -50.0% -55.0% -37% -6% -47% 17% 12% -9%
GTV of in-store, 29,576 30,029 18,101 18,050 19,559 23,872 71,705 60,557 101,702 92,298 332,263
hotel & travel
YoY 25% 24% -22% -38% -33% -20% 9% -31% 10% 13% 0%
Revenue of in- 7,622 6,623 9,622 9,842 33,708
store, hotel &
travel
YoY 16% -23% 12% 13% 4%
Source: Company data, BOCOM Int’l estimates
Losses of new initiatives continue to narrow
We project a 38% revenue growth in 2Q22E, thanks to steady growth in Instashopping/
Grocery. We expect the operating loss of new initiatives to narrow to RMB7.8bn, vs.
RMB9bn in 1Q22 and RMB9.2bn in 2Q21. Within this, we expect Meituan Select to record
an operating loss of RMB5.6bn, and others to record loss of RMB2.25bn, narrowing by
RMB400m/750m respectively QoQ.
High demand for retail business drives revenue growth: Instashopping and Meituan
Grocery continued to perform well in 2Q22E. Although supply was affected by the
epidemic in the short term, user demand continued to increase. We estimate the daily
orders of Instashopping to climb 45% YoY to 4.5m, and lifted AOV to drive GTV to grow
90% YoY. Affected by seasonality, the fulfillment cost is expected to be relatively low in
2Q22E. Although the epidemic increased delivery subsidies, the increase in AOV also
drove revenue growth. We anticipate user subsidies to decrease during the epidemic,
and losses should decrease in 2Q22E. However, as the epidemic eases and business
operation resumes normality, subsidy ratio will still rise, and loss may still occur in the
next few quarters. Meituan Select shut down businesses in many places to streamline its
operation, and explore more efficient operation models and UE improvement methods.
We estimate its operating loss to narrow by RMB400m QoQ to RMBS5.6bn, vs. loss of
RMB6.8bn in 2Q21.
Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com 5
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Figure 8: Instashopping UE may break even in
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Figure 9: Revenue breakdown of new initiatives Figure 10: Loss breakdown of new initiatives
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Figure 11: SOTP valuation
Valuation TP ——Revenue (RMB m) — —PIS— i
( ) A?{:&giﬁp PIE PEG Valuation method
(HK$ m) (HK$)  2022E  2023E 21-23E  2022E 2023E 2022E 2023E 21-23E  2022E 2022E
CAGR (%) CAGR (%)
Food delivery 811,296 134 110,613 151,784 26% 6.5 47 10,711 24,051 97% 67 30 DCF, 10-year DCF, WACC 12.8%
In-store 475,426 78 28,064 40,493 25% 14.9 10.3 12,526 17,455 16% 33 24 DCF, 10-year DCF, WACC 12.8%
Hotel & travel 68,970 1 5,928 8,905 16% 10.2 6.8 195 1,353 5% 3 45 DCF, 10-year DCF, WACC 12.8%
New 139,667 23 66,485 80,036 26% 1.8 1.5 -32,657 -24,674 SOTP, PIS
initiatives
Total 1,495,359 247 211,091 281,218 25% 6.2 47 -7,464 18,186

Source: BOCOM Int’l estimates

Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com
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Figure 12: Lower-case valuation implies TP of HK$207-218 and 9-15% upside

Method 1 2022E 2023E Multiple TP (HKS$)

Food delivery + in-store profit 25,194 42,859  2023E PIE 25 198 25x 2023E P/FT,.benchmarked to 25x/32x P/E of
(RMB m) the dining/retail industry

Instashopping revenue (RMB m) 16,249  2023E P/S 3 9 3;5253: (Ziségggéhgg)rked to Meituan’s current

TP of Meituan 207

Method 2

Food delivery In-store, hotel & travel New initiatives

Daily orders (m) 100 2025E profit (RMB m) 27,033 g‘r‘:’j‘:rssh(‘)rg{""g daily 10

UE (RMB) 1 Net profit margin 40% :’;f,\‘,la;rr‘ﬁ)pp'“g revenue 27,082

PIE 25 P/E 25 PIS 3

TP in 2025E (HKS$) 169 129 15 313
TP in 2023E (HKS$) 118 90 10 218

Source: BOCOM Int’l estimates

Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com
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Figure 13: P&L forecasts
(RMB m) 2021 1Q22 2Q22 2Q22E  QoQ (%)  YoY (%) 3Q22E 2021 2022E 2023E 2024E
old new
Total revenue 43,759 46,269 48,565 48,990 6 12 56,976 179,128 211,094 281,218 332,715
Food delivery 23,125 24,157 25,270 25,720 6 11 30,157 96,312 110,613 151,784 181,517
In-store, hotel & travel 8,602 7,622 6,702 6,623 -13 -23 9,739 32,530 33,996 49,398 59,350
New initiatives and others 12,032 14,491 16,593 16,647 15 38 17,079 50,286 66,485 80,036 91,848
Consensus 48,470 58,624 214,985 283298 354,364
Cost of revenue 31,246 35,528 34,634 36,792 4 18 40,140 136,654 153,569 185,162 210,017
Gross profit 12,513 10,740 13,931 12,198 14 -3 16,836 42,474 57,525 96,055 122,698
Selling and marketing 10,849 9,106 8,951 11,998 32 11 16,214 40,683 55,388 71,943 81,599
Research and development 3,901 4,879 3,908 3,958 -19 1 3,999 16,676 17,249 20,325 23,526
General and administrative 2,053 2,312 4,833 3,916 69 91 4,320 8,613 14,800 17,844 20,659
Other gains/losses 1,037 (27) 434 3,237 N.A 212 3,788 370 10,649 11,425 11,409
Operating profit/loss (3,252) (5,584) (3,327) (4,436) -21 36 (3,909) (23,127)  (19,263) (2,631) 8,325
Other losses/gains and costs (113) (174) (160) (160) -8 42 (160) (439) (654) (640) (640)
Income tax credits/(expenses) 8 55 0 0 -100 -100 0 30 55 (18) (1,537)
Profit/loss for the year (3,356) (5,703) (3,487) (4,596) -19 37 (4,069) (23,536)  (19,861) (3,289) 6,148
Gross margin (%) 28.6 23.2 28.7 24.9 29.5 23.7 27.3 34.2 36.9
Operating margin (%) -1.4 -121 6.8 9.1 6.9 -12.9 9.1 0.9 25
Net margin (%) 1.7 123 7.2 9.4 741 -13.1 9.4 1.2 1.8
Adjusted OP (excl. SBC) (3,127) (3,974) (2,390) (2,175) -45 -30 (457) (18,126) (7,464) 18,186 33,475
Food delivery 2,447 1,577 2,931 2,981 89 22 2,894 6,175 10,711 24,051 32,331
In-store, hotel & travel 3,664 3,474 2,708 2,658 -23 27 4,224 14,093 14,482 18,808 22,809
New initiatives and others (9,238) (9,025) (8,028) (7,815) -13 -15 (7,575) (38,394)  (32,657) (24,674) (21,665)
Unallocated loss (124) (1,610) (937) (2,260) 40 NA  (3452) (5001) (11,799) (20,817)  (25,150)
Adjusted OP margin (%) 741 -8.6 -4.9 -4.4 0.8 -10.1 -3.5 6.5 10.1
Adjusted EBITDA (2,383) (2,010) (1,841) m -139 -159 2,031  (9,382) 1,321 22,829 35,377
Adjusted EBITDA margin (%) 6.4 4.1 -4.0 1.5 36 5.2 0.6 8.1 10.6
Adjusted net profit/loss (2,217) (3,586) (2,453) (2,501) -30 13 (1,713)  (15,571)  (11,038) 7,149 17,951
Adjusted net margin (%) 5.1 -7.8 5.1 -5.1 -3.0 8.7 5.2 25 54
Diluted adjusted EPS (RMB) (0.37) (0.59) (0.41) (0.41) -30 12 (0.28) (2.58) (1.82) 1.18 2.95
Consensus -0.38 -0.26 -1.40 1.52 3.77
Daily delivery orders (m) 38.9 374 38.8 39.5 6 1 46.4 394 425 52.2 58.6
Active annual customers (m) 628 693 699 741 7 18 734 691 713 732 77
Source: Company data, BOCOM Int’| estimates
Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com 8
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Financial Statements

Income statement (RMB m) Cash flow (RMB m)

Y/E 31 Dec 2020 2021 2022E  2023E  2024E YIE 31 Dec 2020 2021 2022E  2023E 2024

Revenue 114,795 179,128 211,094 281,218 332,715 Pre-tax profit 4,438 (23567) (19,916) (3271) 7685

COGS (80,744) (136,654) (153,569) (185,162) (210,017) Ass0./JCE income adjustment (3351) 2592 (2,039)  (826) 582

Gross profit 34,050 42474 57,525 96,055 122,698 Depreciation & amortisation 5194 8928 9,622 10,760 12,506

SG&A (26,477) (49,296) (70,188) (89,787) (102,257) Change in working capital 1,896 7209 11,002 (1,628) 12,605

R&D (10,893) (16,676) (17,249) (20,325) (23,526) Interest inclexp adjustment 385 1081 1470 1520 1520

Other operating income, net 7,649 370 10,649 11,425 11,409 Tax paid (86)  (255) 55 (18)  (1,537)

Operating profit 4330 (23,127) (19,263) (2631) 8,325 Cash flow from operation 8475  (4,012) 195 6,537 33,361

Non-GAAP operating profit 159 (18,126) (7,464) 18,186 33,475 Capex (11223 (9010) (6.965) (10,614) (19,.260)

et finance expenses 156) (885) {760y (720) 7200 Oprer investing cashilow (10000) (49481) (0425 (3433 (3251

Other non-op. income, net %4 146 106 80 80 Cash flow from investing (21,232) (58492) (16,390) (14,047) (22,510)

Pre-tax profit 4438 (23,567) (19,916) (3271) 7,685

Tax 270 30 55 (18)  (1,537) Net chg in interest-bearing debt 4,403 15148 (16,752)  (1,085) (999)

Net profit 4,708 (23,536) (19,861) (3,289) 6,148 Net change in equity 499 275 500 0 0

Net profit for EPS calculation 4708 (23536) (19,861) (3,289) 6,148 Dividends paid 0 0 0 0 0

Non-GAAP net profit 3121 (15571) (11,038) 7,149 17,951 Other financing cashflow 12516 63,175 15,000 0 0
Cash flow from financing 17,418 78598 (1,252) (1,085)  (999)

Balance sheet (RMB m) Exchange gainfloss (964)  (675)  (604)  (748)  (676)

As of 31 Dec 2020 2021 2022E 2023E  2024E Cash & cash equiv. at year start 13396 17,003 32,513 14462 5119

Cash & cash equiv 17,004 32513 14,462 5119 14,295 Cash & cash equiv. at year end 17,003 32513 14,462 5119 14205

Inventories 466 682 1,117 1,099 1,256

PUD and land/lease prepayments 12,940 15282 16,595 17,830 18,650 Financial ratio

ST income receivables 1081 1795 1908 2406 26% - yjE 31 pec 2020 2021 2022F 2023E 2024E

Other current assets 56775 97,559 89131 85338 81735 Per share data (RVB)

Total current assets 88,306 147,829 123,213 111,791 118,634 Core EPS 1728 (8641) (7.292)  (1.208) 2957

PPE 18917 22814 14217 20,490 32,757 Fully-diluted EPS 052 (2582 (1.824) 1477 2047

Intangible assets 31676 31,049 30457 29,762 29,413 Non-GAAP EPS 0522 (2582) (1.824) 1177 2047

Investment in associates/JCE 23438 28169 20876 30316 30764 BVPS 35867 46117 20477 27234 28746

Other non-current assets 9237 10793 11,143 11799 12,352

Total non-current assets 78269 92,825 85754 92,368 105,285 Margin analysis (%)

Total assets 166,575 240,653 208,967 204159 223,920 Gross margin 27 281 2713 A2 368
Net margin 4.1 (13.1) (9.4) (12) 1.8

Short-term loans 6395 11565 11,716 12302 13,409

Trade and other payables 38469 49688 61178 60781 73875 Margin analysis (%) - Non-GAAP

Other current liabilties 6263 7339 9016 9800 10881 EBITDA margin 44 (52 06 8.1 106

Total current liabilities 51148 68,593 81,911 82,883 98,165 Operating margin 01 (10.1) (3.5) 6.5 10.1

Long-term loans 1957 12220 12220 12220 12,220 Net margin 21 @) (52 25 54

Other non-current liabilities 15,835 34,284 34546 34875 35238 Others

Total non-current liabilities 17,793 46,504 46,766 47,095 47,457 Net debt to equity ratio (%) NetCash NetCash 118 262 145

Total liabilities 68,941 115007 128,677 129,978 145623 Current ratio (x) 17 29 15 13 12

Share capital 263,156 311222 286,046 283541 281,857

Reserves & other capital items (165,463) (185,608) (205,756) (209,361) (203,560)

Shareholders' equity 97,693 125613 80,290 74,181 78,297

Non-controlling interests (59) (57) 0 0 0

Total equity 97,634 125557 80,290 74,181 78,207

Source: Company data, BOCOM Int’l estimates
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Rating System

Analyst Stock Rating:

Analyst Industry Views:

Buy: The stock's total return is expected to exceed that of the
corresponding industry over the next 12 months.

Neutral: The stock's total return is expected to be in line with
that of the corresponding industry over the next 12 months.

Sell: The stock's total return is expected to be below that of the
corresponding industry over the next 12 months.

Not-Rated: The analyst does not have conviction regarding the
outlook of the stock's total return relative to that of the
corresponding industry over the next 12 months.

Outperform: The analyst expects the industry coverage universe
to be attractive relative to the relevant broad market
benchmark over the next 12 months.

Market perform: The analyst expects the industry coverage
universe to be in line with the relevant broad market
benchmark over the next 12 months.

Underperform: The analyst expects the industry coverage
universe to be unattractive relative to the relevant broad
market benchmark over the next 12 months.

Broad market benchmark for Hong Kong is the Hang Seng
Composite Index, for China A-shares is the MSCI China A Index,
for US-listed Chinese companies is S&P US Listed China 50
(USD) Index.
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Analyst certification

The authors of this report, hereby declare that: (i) all of the views expressed in this report accurately reflect their personal views about any and all of the subject securities or issuers;
and (ii) no part of any of their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this report; (iii) no insider
information/ non-public price-sensitive information in relation to the subject securities or issuers which may influence the recommendations were being received by the authors.

The authors of this report further confirm that (i) neither they nor their respective associates (as defined in the Code of Conduct issued by the Hong Kong Securities and Futures
Commission) 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 the report; (ii)) neither they nor their respective
associates serve as an officer of any of the Hong Kong listed companies covered in this report; and (i) neither they nor their respective associates have any financial interests in the
stock(s) covered in this report except for one coverage analyst who is holding shares of Shimao Property Holdings Limited.

Disclosure of relevant business relationships

BOCOM International Securities Limited, and/or its associated companies, has investment banking relationship with Bank of Communications, Guolian Securities Co. Ltd., BOCOM
International Holdings Company Limited, Sichuan Energy Investment Development Co., Ltd, Light Year Holdings Limited, Jinchuan Group International Resources Co. Ltd, JiaXing Gas
Group Co., Ltd, Qingdao Holdings International Limited, Oriental University City Holdings (H.K.) Limited, Morimatsu International Holdings Company Limited, Edding Group Company
Limited, JD Logistics, Inc., Qiniu Ltd., Chief Financial Group Limited, China Youran Dairy Group Limited, Yuexiu Services Group Limited, Huzhou Gas Co., Ltd., Nayuki Holdings Limited,
Landsea Green Life Service Company Limited, UNQ Holdings Limited, Leading Star (Asia) Holdings Limited, Sanxun Holdings Group Limited, BetterlLife Holding Limited, Global New
Material International Holdings Limited, Jiayuan International Group Limited, GOGOX Holdings Limited (Formerly named as 58 Freight Inc.), Suxin Joyful Life Services Co., Ltd, Anhui
Expressway Company Limited, Beijing Capital Jiaye Property Services Co., Limited, Xing Yuan Power Holdings Company Limited, Asymchem Laboratories (Tianjin) Co., Ltd, SenseTime
Group Inc, Chervon Holdings Limited, Semk Holdings International Limited, Best Wellness Innovation Group Limited, Clarity Medical Group Holding Limited, Huitongda Network Co., Ltd.,
Dowell Service Group Co. Limited, Wuhan Youji Holdings Ltd., Readboy Education Holding Company Limited, BoardWare Intelligence Technology Limited, Rainmed Medical Limited, Loto
Interactive Limited and Swang Chai Chuan Limited within the preceding 12 months.

BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Orient Securities Company Limited.
BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Everbright Securities Company Limited.

Disclaimer
By accepting this report (which includes any attachment hereto), the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the
restrictions set forth below and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law.

This report is strictly confidential and is for private circulation only to clients of BOCOM International Securities Ltd. This report is being supplied to you strictly on the basis that it will
remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly or
indirectly, to any other person in whole or in part, for any purpose without the prior written consent of BOCOM International Securities Ltd.

BOCOM International Securities Ltd, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the
company(ies) covered in this report or any securities related thereto and may from time to time add to or dispose of, or may be interested in, any such securities. Further, BOCOM
International Securities Ltd, its affiliates and its related companies may do and seek to do business with the company(ies) covered in this report and may from time to time act as market
maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek
to perform investment banking, advisory, underwriting, financing or other services for or relating to such company(ies) as well as solicit such investment, advisory, financing or other
services from any entity mentioned in this report. In reviewing this report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest.

The information contained in this report is prepared from data and sources believed to be correct and reliable at the time of issue of this report. This report does not purport to contain
all the information that a prospective investor may require and may be subject to late delivery, interruption and interception. BOCOM International Securities Ltd does not make any
guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this
report and accordingly, neither BOCOM International Securities Ltd nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences
(including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst BOCOM International Securities Ltd’s clients generally and
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The information and opinions
in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial
instruments thereof.

The views, recommendations, advice and opinions in this report may not necessarily reflect those of BOCOM International Securities Ltd or any of its affiliates, and are subject to change
without notice. BOCOM International Securities Ltd has no obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, financial
situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before participating in any transaction in
respect of the securities of company(ies) covered in this report. The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction

where such distribution, publication, availability or use would be contrary to any law, regulation, rule or other registration or licensing requirement.
BOCOM International Securities Ltd is a subsidiary of Bank of Communications Co Ltd.
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