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From search platform to comprehensive ecosystem. Baidu is the largest 

search internet platform in China operating since 2000. Within two decades, 

Baidu has evolved from a pure search platform to a comprehensive 

ecosystem offering a broad range of products and services via mobile 

devices, PC, and other smart devices, with ongoing product developments 

powered by AI capabilities. As a result, it is widely recognized as the primarily 

online source of comprehensive and reliable information. 

 

Emerging AI businesses. Baidu has been leveraging its AI capabilities to 

develop various businesses including DuerOS (voice assistant and smart 

devices), Baidu Cloud, and Apollo (autonomous driving and smart 

transportation) with ongoing progress.  

 

iQIYI – an innovative market leader in online entertainment. iQIYI is a 

leading online entertainment long-video platform in China. In 2019, iQIYI’s 

average mobile MAUs were 476mn and its average mobile DAUs were 

140mn. Users spent a total of 9.6bn hours per month watching video content 

on iQIYI platform through all devices, and spent 1.6 hours per day per user 

watching video content on its mobile apps during the year. 

 

Initiate with BUY. We initiate BUY with a SOTP-based TP of US$155 to 

reflect its leading position in online search and comprehensive mobile 

ecosystem.  
 
Results and Valuation 

 2018A 2019A 2020E 2021E 

Revenue (RMB mn) 102,277 107,413 109,213 126,074 

Chg (%,YoY) 20.6 5.0 1.7 15.4 

Net profit (RMB mn) 27,573 2,057 12,673 13,760 

Chg (%,YoY) 117.0 (92.5) 516.1 8.6 

Core net profit (RMB mn)* 23,976 18,182 17,042 18,803 

Chg (%,YoY) 88.7 (24.2) (6.3) 10.3 

Earnings per ADS (RMB) 78.0 5.6 36.8 39.9 

Chg (%,YoY) 48.9 (92.8) 557.2 8.6 

Core earnings per ADS (RMB)* 68.2 52.0 49.5 54.6 

Chg (%,YoY) 38.2 (23.7) (5.0) 10.3 

Core P/E (x)* 12.9 16.9 17.7 16.1 

ROAE (%) 31.5 1.2 7.2 7.4 

ROAA (%) 18.5 0.7 4.1 4.3 

 

1 common share = 10 ADS 

Source(s): Bloomberg, ABCI Securities estimates 

*Excluding the impact of share-based compensation expenses, impairment, fair value changes, etc 

 

 

  

ADS price (USD)  125.2 

Est. share price return  23.8% 

Est. dividend yield  0% 

Est. total return 23.8% 

Previous Rating &TP NA 

Previous Report Date NA 

  

Source(s): Bloomberg, ABCI Securities 

estimates 

  

Key Data   

52Wk H/L(USD) 147.3/82.0 

Issued ADS (mn) 273 

Class A market cap 

(USD mn) 

34,136 

Avg daily turnover (USD 

mn)  

413 

Major shareholder(s)   

Robin Yanhong Li 16.4% 

  

  

Source(s): Bloomberg, The Company 

  

  

Share Performance (%) 

 Absolute Relative* 

1-mth  1.7 -10.2 

3-mth  23.4 0.8 

6-mth  -7.1 -18.4 

*Relative to MXCN   

Source(s): Bloomberg, ABCI Securities 

  

Share performance(USD) 

 

Source(s): Bloomberg, ABCI Securities 

 

 Largest search online platform with ongoing evolvement to comprehensive 

ecosystem powered by AI capabilities.  

 Leveraging AI capabilities to develop various businesses including smart 

devices, cloud, and smart driving.  

 iQIYI - an innovative leader in online entertainment with 476m average 

mobile MAUs in 2019 

 Initiate BUY with a SOTP-based TP of US$155 
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Mobile ecosystem with leading artificial intelligence (AI) capabilities 
 

Baidu (or “the Company”) is the largest search internet platform in China operating 

since 2000. Over the past decades, Baidu has evolved from a pure search platform to 

a comprehensive ecosystem with a broad range of products and services via mobile 

devices, PC, and other smart devices, with ongoing product developments powered 

by AI capabilities.  

 

A comprehensive ecosystem 

 

Baidu provides a broad range of products and services for users to access 

information online such as webpages, news, images, documents, multimedia, etc. As 

a result, it is widely recognized as the primarily online source of comprehensive and 

reliable information.  

 

1. Baidu app: The flagship Baidu app offers search-plus-feed functions powered by 

its AI-powered algorithms and deep user insight to offer users a compelling 

experience. It features improved feed display, short videos, Smart Mini Programs, 

enhanced voice input, text-to-speech and augmented reality search to better serve 

users of mobile devices.  

 

 Baidu Search. Users can access search and other services via text inputs, 

AI-powered voice search, and visual search. E.g., users can take a photo of a 

plant or a pet to identify the species. In addition, it offers vertical search to users, 

such as video search and online literature search. 

 

 Baidu Feed. Baidu Feed is a product within the Baidu App that provides users 

with personalized timeline based on their demographics and interests. Baidu 

Feed complements its core search product, leverages Baidu AI recommendation 

algorithms and monetization platform, and contributes to user engagement and 

retention, including content sharing, likes, and comments. 

 

According to Trustdata, Baidu app had 338mn MAU in May 2020, ranking sixth 

among major mobile apps in China. In addition, it is the only online search platform in 

the top 10 league table. In 1Q20, In-app search queries and feed time spent 

increased by 45% YoY and 51% YoY respectively.  

 

Exhibit 1: Top 10 mobile apps in China (May 2020) 

Rank Apps MAU 

(mn) 

1 WeChat 1038 

2 Taobao 739 

3 QQ 726 

4 Alipay 608 

5 Douyin 464 

6 Baidu 338 

7 Weibo 292 

8 Pinduoduo 293 

9 Kuaishou 262 

10 iQIYI 259 
 

Source(s): Trustdata 

 

In addition, MAU of Smart Mini Programs, which are applets developed by its content 

partners to share their contents and services in Baidu App, has increased to 354mn 
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in 1Q20 vs. 113mn in 3Q18. In our view, this indicates improving stickiness of Baidu’s 

users. The number of Baidu Smart Mini Programs grew over 26x YoY in 1Q20. 

 

Exhibit 2: MAU of Smart Mini Programs (mn) 

 

Source(s): Company 

Overall, the Company has a publisher network with 3.0mn Baijiahao Accounts (BJH 

account, 百家号)aggregating various types of contents such as news articles, 

photos, short videos, and others from MCNs, media outlets, and professional sources 

for distribution through its search, feed, and short-video products. This helps Baidu to 

build up various content verticals with in-depth contents to enrich Baidu’s ecosystem.  

 

For example, its health and wellness vertical includes healthcare wiki, BJH accounts 

of doctors and other medical professionals, healthcare Smart Mini Programs to 

provide online doctor consultation, and Managed Pages from its large network of 

healthcare providers. 

 

The number of BJH account increased from 1mn in 1Q18 to 3mn in 1Q20, indicating 

ongoing improvement in content within Baidu’s ecosystem to enhance user 

experience.  

 

Third-party content and services through BJH accounts, Smart Mini Programs, etc 

now accounts for the majority of mobile search results.  

 

Exhibit 3: Number of Baijiahao Accounts (mn) 

 

Source(s): Company 
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2. Short-video apps: Its two short-video apps, Haokan (好看视频) and Quanmin (全
民小视频), offer a wide variety of user generated and professionally produced short 

videos to enhance the overall user experience within the Baidu ecosystem.  

 

In 1Q20, short video viewed within Baidu’s ecosystem increased by 60% YoY.  

 

Exhibit 4: Baidu app  Exhibit 5: Haokan app 

 

 

 

Source(s): The Company  Source(s): The Company 

 

In addition, Baidu offers mobile utility apps such as Baidu Maps and Baidu IME to 

enhance the overall user experiences and stickiness in different application 

scenarios.   

 

3. Baidu Maps: Baidu Maps is a platform providing users with travel-related services 

including intelligent point-of-interest search, route planning, precise navigation, and 

real-time traffic condition information. It supports voice interactions in a full spectrum 

of scenarios through its voice assistant, which allows users to customize the voice. 

Baidu Maps also provides professional and stable map services to business partners 

across different sectors. 

 

4. Baidu Input Method Editor (Baidu IME): Baidu IME is a Chinese-language 

mobile keyboard which utilizes Baidu AI to improve input accuracy, remember 

corrections, and offer a customized dictionary of new or uncommon words. Baidu 

IME supports advanced functions such as extended voice input, smart punctuation 

recommendation, voice message translation, voice modification and contextual 

speech detection. Baidu IME AI version was launched in 2019 with features including 

mixed voice input in Mandarin and other Chinese dialects with English, real-time 

translation, and augmented reality emojis. 
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5. Knowledge and information products: Baidu offers a wide range of knowledge 

and information products such as Baidu Knows, Baidu Wiki, etc. to help users gain 

access to a broad range of information online. For example, Baidu wiki is widely 

recognized as the authoritative source for fact checking in China.  

 

Overall, these knowledge and information products help to enrich Baidu’s knowledge 

content and enhance its market position as the primarily online source of 

comprehensive and reliable information for mobile users.  

 

Exhibit 6: Knowledge and information products 

 Details 

Baidu Knows Baidu Knows is a question-and-answer community where questions are asked, answered, and 

organized by users. The answers posted on Baidu Knows are generated by users, 

professionals, enterprises, and governmental agencies. Baidu Knows also leverages Baidu’s 

search capabilities to help users find answers to their questions on the web in a speedy and 

efficient manner an. On the other hand, various partners of Baidu Knows can reach their target 

users accurately. 

 

Baidu Wiki Baidu Wiki is a wiki, compiled by experts in specialized fields, featuring high-quality columns, 

such as Encyclopedia of Intangible Cultural Heritage, Digital Museum and Recorder of History, 

as well as a complete video-based knowledge source. 

 

Baidu Healthcare Wiki Baidu Healthcare Wiki offers healthcare knowledge and information from authoritative and 

professional sources in text, video, picture, and Q&A formats. 

 

Baidu Wenku Baidu Wenku hosts a library of digital documents, covering a wide range of content, such as 

education, architecture, law, internet and finance, shared in forms such as academic papers 

and PowerPoint presentations by professionals, enterprises, institutions, and other users. 

Combined with Baidu Search’s capabilities, Baidu Wenku serves as an abundant resource to 

help users obtain high-quality study content and knowledge & information on a variety of topics 

efficiently. 

 

Baidu Scholar Baidu Scholar is an academic search engine that provides literature retrieval functionality from 

massive Chinese and English academic resources, including various academic journals and 

conference papers. Baidu Scholar also provides research tools such as plagiarism detection, 

journal search, and helps scholars efficiently find scholarly literature relevant to their academic 

topics. 

 

Baidu Experience Baidu Experience is an online platform where users share daily knowledge and experience. 

Aiming at providing practical and high efficiency solutions, Baidu Experience covers multiple 

fields such as software, lifestyle tips, games, etc. 

 

Baidu Post Baidu Post is a social media built on topical online communities. Users can post text, image, 

audio and video content, and reply to the original curation, forming valuable discussion groups. 

Baidu Post draws new users through close integration with search and user-generated content, 

and has been a popular platform for celebrity fans, online game players and online novel 

readers to build communities for topical discussions, especially about current cultural trends. 

 
 

Source(s): Company 
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Emerging AI businesses 
 

In addition to the above products, Baidu also initiates various AI businesses in recent 

years, such as DuerOS (voice assistant and smart devices), Baidu Cloud (AI 

solutions and cloud services), and Apollo (autonomous driving and smart 

transportation). In our view, these business initiatives represent Baidu’s strategy to 

leverage its core AI capabilities to develop different businesses.  

 

DuerOS. DuerOS is a leading voice assistant for the Chinese language installed on 

Xiaodu smart home devices, smart phones, children smart watches and story 

machines. It is equipped with over 3,800 skills in wide-ranging genres, including 

education, cooking, online games, live streaming, and more.  

 

Overall, its AI learning capabilities can be illustrated by the rising number of skills 

DureOS acquired in recent quarters. In addition, the total monthly voice queries in 

DuerOS increased from 0.2bn in 1Q18 to 6.5bn in 1Q20, indicating rising popularity 

of the function.  

 

Exhibit 7: DureOS – number of skills  Exhibit 8: DureOS –monthly voice queries (bn) 

 

 

 
Source(s): The Company  Source(s): The Company 

Xiaodu Smart Speakers was ranked first in smart speaker shipments in China and 

Xiaodu Smart Display was ranked first in smart display shipments globally in 2019, 

according to Strategy Analytics and Canalys. 

 

Exhibit 9: Xiaodu smart speakers equipped with DureOS 

 

Source(s): the Company 
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Baidu Cloud. Baidu Cloud primarily provides AI solutions, cloud infrastructure and 

other services to enterprises and individuals. Baidu Cloud offers industry-specific AI 

solutions, serving sectors, including financial services, media, industrial goods, 

education, consumer goods and telecommunications, while supporting internal needs. 

It also offers Baidu Drive, which allows users to store and retrieve photos, videos, and 

other files on Baidu Cloud, along with other capabilities such as group share and data 

transfer. 

 

According to Canalys, Baidu is China’s third largest cloud service provider with a 9% 

market share in 4Q19. Overall, cloud infrastructure market in China increased 63.7% 

in 2019 to exceed US$ 10.7bn.  

 

In our view, China’s cloud market is driven by increasing need from corporates to 

embark on digital transformation projects and building platforms and application to 

develop new services. In particular, the recent COVID-19 outbreak might have 

speeded up corporates’ digital transformation, which bodes well for the industry.  

 

Apollo. Apollo is a leader in autonomous driving in China with over 177 OEMs, parts 

suppliers, and other partners. Apollo supports third-party development and the 

infrastructure backbone to smart transportation to cities in China to help them 

improve municipal traffic condition, air pollution, and road safety. In Sep 2019, 

Apollo’s first robotaxi pilot program was made available to the public in Changsha, 

Hunan, with an initial fleet of 45 autonomous driving vehicles. 

 

Currently, more than 100 Apollo-powered autonomous vehicles have been deployed 

across 17 cities in China, including Wuhan, Beijing, Shanghai, Shenzhen and 

Xiamen, to provide medication, face mask, and food deliveries, as well as unmanned 

fever screening and sterilization services. 
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iQIYI - innovative market-leading online entertainment platform 
 

iQIYI, Inc. (IQ US Equity) (“iQIYI”) is an leading online entertainment long video 

platform operator in China. Baidu holds 56% stakes in iQIYI’s (Class B shares) with 

92.7% voting power.  

 

In 2019, iQIYI’s average mobile MAUs were 476mn, and its average mobile DAUs 

were 140 mn. On average, users spent 9.6 bn hours per month watching video 

content on iQIYI platform through all devices, and spent 1.6 hours per day per user 

watching video content on its mobile apps during the year. 

 

Exhibit 10: iQIYI’s subscriber (m) 

 

Source(s): The Company 
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Financial analysis   

 

For 2019-21E, we expect revenue to grow at 8% CAGR to RMB 126bn by 2021E, 

driven by the growing number of users in both Baidu core and iQIYI ecosystem.  

 

Baidu Core: It primarily consists of various forms of online marketing revenue, such 

as search and feed online marketing services, display advertisement, as well as 

revenue from cloud and new AI business initiatives. We expect Baidu’s Daily Average 

User (DAU) to reach 232mn in 2021E vs. 195mn in 2019, driven by rising penetration 

and ongoing improvement in functionality and user experience. In addition, we 

expect Baidu core revenue per DAU to drop by 10% YoY in 2020E due to a 

weakened online advertising market, but growth will resume to 5% YoY in 2021E.    

 

iQIYI: It consists of valued-added membership service revenue, on-demand content 

purchase, and online marketing revenue. We expect the number of iQIYI subscriber 

to reach 135m in 2021E vs. 107m in 2019 amid rising penetration and user stickiness. 

In addition, we expect iQIYI revenue per subscriber to drop by 5% YoY in 2020E due 

to weakened macro environment and rebound by 5% YoY in 2021E.  

 

Exhibit 11: Major assumptions 

 2018 2019 2020E 2021E 

Baidu app DAU (m) 161 195 215 232 

Segment revenue per DAU (RMB m) 486 409 368 386 

     

iQIYI subscriber (m) 87 107 118 135 

Segment revenue per subscriber (RMB ) 286 271 258 271 
 

Source(s): The Company , ABCI Securities estimates 

 

In terms of revenue mix, Baidu Core revenue accounted for 73% of revenue in 2019, 

followed by iQIYI (27%). Looking forward, we expect the ratio to remain largely 

stable.  

 

Exhibit 12: Revenue forecasts (RMB mn) 

 
2018 2019 2020E 2021E 

Baidu Core 78,271 79,711 78,914 89,488 

iQIYI 24,989 28,994 30,299 36,586 

Adjustment (983) (1,292) 0 0 

Total revenue 102,277 107,413 109,213 126,074 

     
 

Source(s): The Company , ABCI Securities estimates 
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Gross margin: Gross margin dropped from 49.4% in 2018 to 41.5% in 2019 due to 

increase in content cost and hardware cost related to cloud business. Looking 

forward, we expect gross margin to drop to 40% in 2020E before recovering to 41% 

in 2021E. 

 

SG&A expenses: Non-GAAP SG&A expenses/sales ratio improved from 17.1% in 

2018 to 16.9% in 2019 on improving economies of scale and operational efficiency. 

Looking forward, we expect it to fall further to 15.5% by 2021E.  

 

R&D expenses: Non-GAAP R&D expenses /sales ratio was 13.8% in 2019. We 

expect this ratio to stay largely stable at 13.5% in 2020E-21E.  

 

Exhibit 13: Non-GAAP cost trend (RMB mn) 

 
2018 2019 2020E 2021E 

SG&A (17,506) (18,142) (17,692) (19,541) 

R&D (13,045) (14,815) (14,744) (17,020) 

Total (30,551) (32,957) (32,436) (36,561) 

     

% of revenue     

SG&A (17.1%) (16.9%) (16.2%) (15.5%) 

R&D (12.8%) (13.8%) (13.5%) (13.5%) 

Total (29.9%) (30.7%) (29.7%) (29.0%) 
 

Note: Excl. impacts of share-based compensation and other non-operating items 

Source(s): The Company , ABCI Securities estimates 

 

Based on the above margins and cost trends, we expect core net profit to reach 

RMB18.8bn by 2021E vs. RMB18.2bn in 2019.  

 

Exhibit 14: Margin outlook  Exhibit 15: Core net profit outlook  

 

 

 

Source(s): The Company, ABCI Securities estimates  Source(s): The Company, ABCI Securities estimates 
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Earnings sensitivity 

 

In terms of earning sensitivity, we estimate that a 50bp improvement in core net 

margin will increase its 2020E core net profit 3%.  

 

Exhibit 16: Earnings sensitivity analysis 

Changes in core 

net margin (bps) 

Changes in 2020E 

core net profit 

50 3% 

40 2% 

30 1% 

20 1% 

10 0% 

(10) (1%) 

(20) (2%) 

(30) (3%) 

(40) (3%) 

(50) (4%) 
 

Source(s): ABCI Securities estimates 
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Exhibit 17: Quarterly financials (RMB mn) 

 1Q19 2Q19 3Q19 4Q19 1Q20 

Revenues 24,123  26,326  28,080  28,884  22,545  

Cost of revenue (14,839) (16,116) (16,378) (15,517) (14,687) 

Gross profit 9,284  10,210  11,702  13,367  7,858  

SG&A (6,054) (5,243) (4,657) (3,956) (3,852) 

R&D (4,166) (4,734) (4,690) (4,756) (4,443) 

Operating profit (936) 233  2,355  4,655  (437) 

Interest income 1,072  1,205  1,687  2,096  1,441  

Interest expenses (693) (805) (788) (674) (751) 

FX loss (313) 216  29  35  (98) 

Gain from equity investments (860) 429  (729) (94) 181  

Other income 1,694  193  (9,683) (664) (1,816) 

PBT (36) 1,471  (7,129) 5,354  (1,480) 

Income tax expenses (294) (416) (934) (304) (198) 

PAT (330) 1,055  (8,063) 5,050  (1,678) 

Minority interest (3) (1,357) (1,690) (1,295) (1,719) 

Net profit (327) 2,412  (6,373) 6,345  41  

Share-based compensation 1,092  1,495  1,106  1,433  1,348  

Impairment/disposal losses 303  41  8,070  1,077  1,463  

Fair value changes of investment (1,058) (286) 745  (61) (176) 

Others 957  (27) 839  399  406  

Core net profit 967  3,635  4,387  9,193  3,082  

      

YoY chg      

Revenue growth (%) 15.0% 1.0% 0.0% 6.0% (7.0%) 

EBIT growth (%) (120.0%) (96.0%) (47.0%) 319.0% (53.0%) 

Net profit growth (%) (105.0%) (62.0%) (151.0%) 205.0% (113.0%) 

Core profit growth (%) (80.0%) (53.0%) (35.0%) 95.0% 219.0% 

 

       

Margin           

Gross profit margin (%) 38.5% 38.8% 41.7% 46.3% 34.9% 

EBIT margin (%) (3.9%) 0.9% 8.4% 16.1% (1.9%) 

Net margin (%) (1.4%) 9.2% (22.7%) 22.0% 0.2% 

Core net margin (%) 4.0% 13.8% 15.6% 31.8% 13.7% 

Source(s): The Company, ABCI Securities  
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Initiate with BUY 
 

We initiate BUY on the counter with a TP of US$155.  

 

Our SOTP-based valuation range is US$128.7-US$179.9 per share.  

 

Baidu Core: We apply the DCF-based valuation, with a 3% terminal growth rate and 

a 9-13% WACC. 

 

iQIYI: We value this segment based on the latest market value with a 0%-20% 

discount.  

 

Overall, our valuation range implies potential wide trading range as various investors 

might have different risk appetites. In addition, any major new business development 

or initiatives in the future might help the counter to re-rate towards the high-end of the 

valuation range.  

 

We set our TP at US$155, around the mid-point of the range. Overall, our TP 

indicates a medium term target but we notice that short-term share price 

performance might deviate from it as illustrated by the valuation range mentioned 

above.  

 

Exhibit 18: SOTP valuation 

 

Valuation – 

low end 

Valuation – 

high end 
Remarks 

Baidu Core 107.3 153.2 
DCF with 9-13% WACC and 3% 

terminal growth rate 

iQIYI  21.4 26.7 
Market value with 0%-20% holding 

discount 

Total 128.7 179.9 
 

    

Source(s): ABCI Securities estimates 

 

Share repurchase program 

 

Baidu has been implementing share repurchase program to enhance shareholders’ 

return in recent years. Up to end-March 2020, the company repurchased a total of 

US$ 1.4bn under the 2018 and 2019 share repurchase program (from June 27, 2018 

to July 1 2020). In addition, Baidu has recently approved a 2020 share repurchase 

program with a repurchasing amount up to US$ 1bn (until July 1, 2021).  

 

Peer valuation analysis 

 

Baidu’s comparable peers are US-listed major online internet platforms including 

Alibaba and JD. Overall, it is trading at a valuation discount to its peers on a P/E 

basis.  

 

In our view, this is due to its smaller size of operation vs. peers, which is factored in 

the current valuation already. On a positive note, the current undemanding valuation 

and the company’s ongoing share repurchase initiative could provide floor support to 

the counter.  
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Exhibit 19: Peer valuation 

    Market cap 
(Lcy) 

Price  
(Lcy) 

P/sales Core P/E* 

        2019 2020E 2021E 2019 2020E 2021E 

US listed major internet platform         

BABA US Equity ALIBABA  691,849 257.9 9.7 7.6 6.0 34.9 30.4 24.1 

JD US Equity JD.COM  91,146 62.6 1.1 0.9 0.8 61.4 49.9 33.4 

BIDU US Equity BAIDU  34,281 125.2 2.8 2.8 2.4 16.9 18.0 16.3 

          

 Average 4.6 3.8 3.1 37.7 32.8 24.6 

          

 Source(s): ABCI Securities estimates 

*Excluding share-based compensation, impairment, disposal loss, fair value changes of investment, etc 
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Risk factors 

 

Market competition 

 

The Company competes with other online internet platforms including Alibaba, Douyin, etc. 

The competition will be on user base, user stickiness, technological investment, among 

others. 

 

Slowing online advertising spending 

 

As the Company is exposed to online advertising spending, any significant slowdown of 

online advertising in China would impact financial performance.  

 

No dividend records to ordinary shareholders 

 

The Company has omitted dividend to ordinary shareholders since listing, and has no plan to 

distribute any dividends in the foreseeable future.  

 

iQIYI’s financial status 

 

iQIYI recorded negative gross profit and net losses in FY2018-2019 and 1Q20.  

 

Non-GAAP financials 

 

The Company has disclosed the non-GAAP financial metrics, such as the non-GAAP net 

profit, to supplement its GAAP financial measures. Historically, there were differences 

between its GAAP net profit and non-GAAP net profit due to inclusion of items such as 

share-based compensation and other non-core items in the former.   

 

Among these items, share-based compensation expense is related to various factors 

including price movement of ordinary shares, expected volatility, risk-free interest rate, etc.  

 

While investors tend to exclude these items when performing analysis given their non-cash 

nature, we believe these non-GAAP financial measures should only serve as reference. 

 

Exhibit 20: Net profit vs. Non-GAAP core net profit  

  

Source(s): The Company, ABCI Securities 
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Financial forecast 

 

Consolidated income statement (2018A-2021E) 

FY Ended Dec 31 (RMB mn) 2018A 2019A 2020E 2021E 
Total revenue 102,277 107,413 109,213 126,074 
Cost of sales (51,744) (62,850) (65,528) (74,384) 
Gross profit 50,533 44,563 43,685 51,690 
SG&A (19,231) (19,910) (19,065) (21,126) 
R&D (15,772) (18,346) (17,485) (20,185) 
Operating Profits 15,530 6,307 7,134 10,379 
Interest income 4,451 6,060 7,000 8,000 
Interest expenses (1,883) (2,960) (3,500) (4,000) 
Other gains 9,227 (9,747) 0 0 
PBT 27,325 (340) 10,634 14,379 
Tax (4,743) (1,948) (1,914) (2,876) 
PAT 22,582 (2,288) 8,720 11,503 
Minority interests (4,991) (4,345) (3,953) (2,257) 
Net income 27,573 2,057 12,673 13,760 
Share-based compensation 4,454 5,126 4,369 5,043 
Other non-core items* (8,051) 10,999 0 0 
Core net income 23,976 18,182 17,042 18,803 
     
Growth     
Total revenue (%) 20.6 5.0 1.7 15.4 
Gross Profits (%) 21.0 (11.8) (2.0) 18.3 
Operating Profits (%) (1.0) (59.4) 13.1 45.5 
Net profit (%) 117.0 (92.5) 516.1 8.6 
Core net profit (%) 88.7 (24.2) (6.3) 10.3 
     
Operating performance     
Operating margin (%) 15.2 5.9 6.5 8.2 
Net margin (%) 27.0 1.9 11.6 10.9 
Core net margin (%) 23.4 16.9 15.6 14.9 
ROAE (%) 31.5 1.2 7.2 7.4 
ROAA (%) 18.5 0.7 4.1 4.3 
     

     

     

     

     

     

     

     

     
Note: Individual items may not sum to total due to rounding  

Source(s): The Company, ABCI Securities estimates 

*Including impairment, disposal loss, fair value changes of investment, etc  
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Consolidated balance sheet (2018A-2021E) 

As of Dec 31 (RMB mn) 2018A 2019A 2020E 2021E 
Fixed assets 17,903 18,311 17,311 18,311 
Intangible asset and goodwill 27,717 26,137 26,137 26,137 
Investments 80,454 69,410 69,410 69,410 
Other non-current assets 16,398 21,896 21,896 21,896 
Total non-current assets 142,472 135,754 134,754 135,754 
Cash & equivalents 27,638 33,443 38,281 43,683 
Restricted cash 2,189 996 996 996 
Short-term investments 111,626 112,924 118,570 124,499 
Account receivables 6,015 7,416 7,787 8,176 
Other current assets 7,626 10,783 10,783 10,783 
Total current assets 155,094 165,562 176,417 188,137 
Total assets 297,566 301,316 311,171 323,891 
Customer deposit and deferred revenue 9,221 11,062 11,062 11,062 
Account payables 35,381 32,701 34,336 36,053 
Borrowings and notes 10,001 8,574 8,074 7,574 
Other current liabilities 2,250 5,043 5,043 5,043 
Total current liabilities 56,853 57,380 58,515 59,732 
Long term debt 50,191 45,894 45,894 45,894 
Convertible bonds 4,712 12,297 12,297 12,297 
Other non-current liabilities 10,058 12,930 12,930 12,930 
Total non-current liabilities 64,961 71,121 71,121 71,121 
Total liabilities 121,814 128,501 129,636 130,853 
Redeemable non-controlling interest 716 1,109 1,109 1,109 
Equity attributable to shareholders 162,897 163,599 176,272 190,032 
Non-controlling interests 12,139 8,107 4,154 1,897 
Total equity 175,036 171,706 180,426 191,929 
     

     

     

     

     

     

Notes: Individual items may not sum to total due to rounding  

Individual items may vary from reported figures due to rounding /definition differences 

Source(s): The Company, ABCI Securities estimates 
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Consolidated cash flow statement (2018A-2021E) 

As of Dec 31 (RMB mn) 2018A 2019A  2020E 2021E 
Operating cash flow 35,967 28,458 12,338 15,902 
     
Investing cash flow (34,460) (19,974) (7,000) (10,000) 
     
Financing cash flow 15,082 (3,873) (500) (500) 
Fx effect 1,902 1 - - 
Net cash flows 18,491 4,612 4,838 5,402 
     

          
Notes: Individual items may not sum to total due to rounding  

Individual items may vary from reported figures due to rounding /definition differences 

Source(s): The Company, ABCI Securities estimates 
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