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Investment Summary 

Yongyou is a leading provider of enterprise services in China, offering cloud, software 
and financial services. During FY15 to FY17, its revenue achieved a CAGR of 19.4%. 
Among the first three quarters of 2018, Yongyou achieved yoy revenue increase of 
38.8%. With the development of new businesses and improved product and service mix, 
its income is expected to maintain rapid growth in future. We initiate target price of 
RMB27.8, Accumulate rating. (Closing price at 18 Jan 2019) 

Business Overview 

Founded in 1988, Yongyou initially focused on the development and sales of 
financial software. In 1991, it became the largest financial software company in China. 
In 1998, the company transformed focus from financial software to management 
software, released the first enterprise resource planning (ERP) software U8, and then 
developed high-end management software NC series catering to large corporate clients. 
In 2001, Youyou was listed on Shanghai Exchange, raising RMB8.8bn. In 2002, the 
company occupied the biggest market share in domestic ERP market. After the financial 
crisis in 2008, benefiting from favorable industrial policies, the enterprise resource 
planning software industry developed rapidly during 2009 to 2011. In 2012, European 
debt crisis triggered a wave of layoffs in multinational companies and China`s economy 
growth slowed down. Thus the company`s revenue growth fell into a stagnation period. 
Beginning from 2013, the company started exploring new areas such as mobile payments 
and cloud. In 2016, the management set three businesses of “software, cloud services, 
and finance” as core momentum. On the company`s 30th anniversary, its 18H1 revenue 
increased by 38.8%, representing the beginning of a new development era. 

Cloud Business 

Favorable policy environment. In Aug 2018, Chinese Ministry of Industry and 
Information Technology issued a notice (推動企業上雲實施指南(2018-2020年)), stating 
that by 2020, the widespread adoption of cloud computing in production, operation and 
management of enterprises should be realized. There should be one million new 
enterprises adopting cloud service, and more than 100 typical benchmark applications 
should be completed. 
 
China`s public cloud market will grow at a high speed. According to data from 
CAICT, the size of China`s public cloud market reached RMB26.48bn in 2017, an 
increase of 55.7% yoy. The demand of Internet enterprises has maintained rapid growth, 
and the promotion of cloud application in traditional enterprises has accelerated, which 
has driven the rapid expansion of the public cloud market. During 2018 to 2021, China`s 
public cloud market will maintain a high growth rate, and by 2021, the market size will 
reach RMB90.26bn with the industry CAGR of 35.88%. 
 
 
 
 
 
 
 

Accumulate (Initially) 
CMP RMB24.8 
(Closing price at 18 Jan 2019) 

TARGET RMB27.8 (+12%) 
 
COMPANY DATA 
O/S SHARES (MN)  : 1917 
MARKET CAP (RMBMN) : 47554 
52 - WK HI/LO (RMB): 32.84 / 15.28 
  

 
SHARE HOLDING PATTERN ，，，， % 
Wang Wenjing 41.79
Shanghai Yibei 4.54
 
 
PRICE PERFORMANCE，，，， % 

1M 3M 1Y
Yongyou 12.22 0.61 55.64
SHI 1.82 1.79 -25.29
 
RETURN VS. HSI 

 
Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
RMB mn FY16 FY17 FY18E FY19E
Net Sales 5,113 6,344 8,453 10,934
Net Profit 197 389 638 1,059
EPS, RMB 0.14 0.27 0.34 0.56 
PER, x 177.1 91.9 74.0 44.6 
BVPS, RMB 3.88 3.99 3.50 4.00 
P/BV, x 6.39 6.22 7.09 6.20 
ROE, %  3.52 6.74 9.57 13.89

Source: Company reports, Phillip Securities Est. 
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Cloud customers are expanding and the segment revenue grows rapidly. In 
2017, cloud business revenue reached RMB409mn, a yoy increase of 249.9%. At 
the end of 2017, the number of corporate cloud customers was 3.93 million. As of 
the end of 18Q3, cloud business has accumulated 4.46 million registered corporate 
customers, and 324,500 paid ones, an increase of 39% from the end of 2017. 
 
The cloud services focuses on following areas: Cloud platform, Cloud ERP, 
Domain Cloud, Industry Cloud, Changjietong yun, Enterprise Finance Cloud and 
Cloud Market. The income is mainly coming from operating service revenue, 
application service revenue, information and data service revenue, platform 
transaction revenue, share revenue from promotion of third-party applications, and 
charges for other value-added service. 
 

Figure: Yongyou Cloud 

 
Source: Company, Phillip Securities 

 

Software services business 

Software service is the company`s traditional business. The company started 
with financial software and gradually transformed focus to ERP software, 
expanding its business boundaries. Currently, the company has become the largest 
software services provider for management software, ERP software in Asia Pacific. 
It is also a leading provider of management software and services for multiple 
industries in China involving healthcare, finance, energy and so on.
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Professional software products for large, medium and small micro 
enterprises, and also professional integrated solutions for multiple industries. 
It provides customers with standard products and solutions, specific services (like 
consultation, IT system construction, operational support), operational services 
(like business operations, application operations, platforms and data operations), 
etc. Income is mainly from standard product license charges and service charges. 
In 18H1, the amount of software customers totaled 2,170,900 (including 292,900 
large and medium-sized enterprises and 2.418 million small and micro enterprises). 
In 18Q3, the software business realized revenue of RMB3.22bn, representing a 
yoy increase of 19.2%. We expect the segment maintain stable growth looking 
forward. 
 

Figure: Products and services mix  

 
Source: Company, Phillip Securities 

 
Enterprise Finance Business 
 
Providing financial services and acquiring payment licenses. The company 
established Beijing Changjietong payment technology company to carry out 
mobile internet payment services in 2013. In 2016, the company published 
Yongyou 3.0 Strategy and asserted finance segment as one of three major 
businesses. This segment mainly includes payment service business, Internet 
wealth management business and supply chain finance business for small and 
micro firms and individuals. In recent years, the financial services business has 
maintained a growth trend, and the scale of users continues to grow. During 18Q3, 
payment service income amounted to RMB88.28 mn, up by 51.9% yoy, and 
Internet investment and financing information service income amounted to 
RMB866.74mn, up by 120.9% yoy. 
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Changjietong payment services include: 1) RMB payment services for online 
Internet payment services (including gateway payment, express payment, bulk 
payment, scan code payment, authentication, etc.), through which users can 
purchase goods or services on Changjietong platform; 2) online collection, 
payment and authorization services; 3) offline POS billing and acquiring services 
for bank cards holders. 
 
Besides, Yongyou Lihe financial services firm, one subsidiary, is committed to 
provide investment information services for investment clients and borrower 
clients. It helps clients direct borrowing by offering services like credit assessment, 
risk management, loan matching and other services. Clients are mainly white-
collar workers, small and micro-enterprise owners and individual industrial and 
commercial households. Income is from agency information service fee paid by 
the borrowers. 
 
Investment Thesis & Risks 
 
During 2012 to 2015, revenue growth slowed down dramatically. From 2013, the 
company began to deploy new business areas such as mobile payments and cloud. 
In 2016, the company asserted three core businesses of software, cloud services, 
and finance. We see from 2015 to 2017, business revenue rebounded, with a 
CAGR of 19.4%. In 18Q3, the company reported income of RMB4.548bn, a yoy 
increase of 38.8%, and realized net profit excluding non-recurring items of 
RMB317mn, turning losses into profits. In recent years, the proportion of cloud 
business and financial business has been increased. With the development of new 
business and improved business structure, we expect the company`s revenue to 
maintain rapid growth in future. 
 

Figure: Revenue from 2008 to 2018Q3 
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Figure: Profit margins 

 
 
Figure: Income structure 

 2016 2017 2018Q3 

Revenue/ mn 5113.35 6343.66 3005.7

Growth 14.9% 24.1% 38.8%

Revenue by segments/ mn 

Software 4752.796 5132.126 3224.036

Growth 11.0% 8.0% 19.2%

Weight 92.9% 80.9% 70.9%

Cloud 116.87 408.985 1302.69

Growth 34.4% 249.9% 127.7%

Weight 2.3% 6.4% 7.6%

Finance 243.684 802.546 955.013

Growth 200.5% 229.3% 117%

Weight 4.8% 12.7% 21.5%

Source: Company, Phillip Securities 
 
Investment Thesis & Risks 
  
We initiate 2019 target price of RMB27.8. The revenue of cloud business and 
financial business will grow rapidly, and the software service business will 
develop steadily. It is estimated that the growth rate of topline in 2018E/19E will 
be around 33%/29%, and the net profit is expected to reach RMB638mn/1058 mn. 
Giving target price-earnings ratio 50 times, we initiate target price of RMB27.8. 
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Figure: Peers valuation 

Net profit mn Net profit growth (%) PE 
Code 

17A 18E 19E 17A 18E 19E 17A 18E 19E 

600588.SH 389.08 660.04 922.29 97.11 69.64 39.73 119.41 70.4 50.37

A Share 

Max 1620.6 1817.0 2205.6 2476.2 69.6 50.9 134.1 98.8 65.5 

Median 471.7 637.7 870.0 27.9 20.8 28.4 59.5 55.3 42.6 

Average 760.1 850.3 1073.3 283.3 27.6 28.4 63.5 51.1 38.9 

002153.SZ 419.0 494.2 585.9 7.8 17.9 18.6 68.7 58.3 49.2 

002230.SZ 434.7 590.1 890.2 -10.3 35.8 50.9 134.1 98.8 65.5 

300454.SZ 573.5 669.7 870.0 122.7 16.8 29.9 64.6 55.3 42.6 

002555.SZ 1620.6 1679.0 1996.9 51.4 3.6 18.9 13.7 13.2 11.1 

600845.SH 425.3 637.7 820.8 26.7 50.0 28.7 50.6 33.8 26.2 

002410.SZ 472.2 518.6 615.1 11.6 9.8 18.6 54.5 49.6 41.8 

002624.SZ 1504.7 1817.0 2205.6 29.0 20.8 21.4 22.7 18.8 15.5 

600570.SH 471.2 586.1 752.9 2476.2 24.4 28.4 76.3 61.3 47.7 

002558.SZ 1290.3 -- -- 20.7 -- -- 30.3 -- --

H Share 

Max 143644.4 231002.4 261709.5 2664.9 1086.4 6451.9 63.1 1557.7 42.3 

Median 230.1 253.0 563.9 93.3 45.4 60.2 15.1 21.7 13.7 

Average 14829.2 29080.0 33189.1 468.9 126.0 865.7 -13.5 212.2 11.3 

1357.HK -197.3 -821.0 -241.0 96.9 -316.1 70.7 -48.6 -12.0 -41.1 

3700.HK -239.4 -- -- 83.7 -- -- -14.1 -- --

1119.HK 150.1 254.0 651.0 2664.9 69.2 156.3 42.7 26.0 10.2 

0268.HK 310.0 368.5 476.8 7.6 18.9 29.4 63.1 54.7 42.3 

3888.HK 3201.8 11.2 730.6 1282.7 -99.7 6451.9 5.3 1557.7 23.7 

0596.HK 94.5 252.1 297.8 76.4 158.7 18.1 37.2 14.4 12.2 

0799.HK 1019.5 1367.1 1580.0 102.4 29.6 15.6 12.2 9.4 8.1 

0777.HK -20.8 205.6 307.9 89.7 1086.4 49.8 -286.3 30.0 20.0 

4338.HK 143644.4 231002.4 261709.5 29.0 61.2 133.7 35.4 17.4 15.3 

1675.HK 328.8 -- -- 255.5 -- -- 18.1 -- --

Source: Wind (as at 2019 Jan 17th) 
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Financials 
FYE FY2015 FY2016 FY2017 FY2018E FY2019E
Valuation Ratios  
Price to Earnings (P/E) 107.83 177.14 91.85 74.00 44.63 
Price to Book (P/B) 6.58 6.39 6.22 7.09 6.20 
Per Share Data (RMB)  
EPS 0.23 0.14 0.27 0.34 0.56 
Book Value Per Share 3.77 3.88 3.99 3.50 4.00 
Dividend Per Share 1.50 1.30 1.50 1.50 1.50 
Growth (%)  
Revenue 1.76 14.87 24.06 33.26 29.35 
Gross Profit 2.26 16.21 29.10 26.86 31.25 
Operating Income -95.7 -504.4 -1,416.0 31.12 63.55 
Net Profit -39.8 -28.8 129.4 14.00 65.82 
Margins (%)  
Gross Profit Margin 67.85 68.64 71.43 68.00 69.00 
Operating Profit Margin 0.29 -1.00 10.66 10.49 13.26 
Net Profit Margin 7.71 4.78 8.83 7.55 9.68 
Profitability  
ROE (%) 6.81 3.52 6.74 9.57 13.89 
ROA (%) 4.38 2.84 5.87 4.79 6.95 

  

FYE(RMB Mn) FY2015 FY2016 FY2017 FY2018E FY2019E
Income Statement   
Revenue 4,451.3 5,113.4 6,343.7 8,453.3 10,934.4 
- Cost of Goods Sold -1,431.0 -1,603.6 -1,812.5 -2,705.1 -3,389.7 
Gross Income 3,020.3 3,509.8 4,531.2 5,748.3 7,544.7 
- Operating Expenses -3,007.6 -3,561.2 -3,855.0 -4,861.6 -6,094.6 
Operating Income 12.7 -51.4 676.2 886.7 1,450.2 
+ Net Non-Operating 
Gain/Loss 

349.7 346.9 9.6 

Pretax Income 362.4 295.5 685.8 886.7 1,450.2 
- Income Tax Expenses -19.4 -51.3 -125.8 -248.3 -391.5 
- Minority Interest -19.3 -46.8 -170.9 0.0 0.0 
Net Profit 323.8 197.4 389.1 638.4 1,058.6 
Source: Company, Phillip Securities (HK) Research Estimates 

(Financial figures as at 18th Jan 2019) 
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We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a stock`s 
risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones 
surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER  
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 
limitations set out below. 
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 
consequential loss arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief only. 
Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, complete or 
verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not have any 
responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will Phillip 
Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made available, even 
if it has been advised of the possibility of such damages. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time without 
prior notice. 
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient`s own independent verification and exercise of judgment. The fact 
that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described in 
this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication involve significant 
risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are 
understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any 
product should not be considered to be a disclosure of all risks or a complete discussion of such risks. 
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 
should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in this 
report. 
Firm`s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 
more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such 
distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or licensing or 
other requirement, or penalty for contravention of such requirements within such jurisdiction. 
 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 
loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 
different product`s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2019 Phillip Securities (Hong Kong) Limited 
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Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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