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Robust growth of Cloud services in hope of domestic

replacement
Investment Summary Accumulate

CMPHkKD 26.87

Yongyou is a leading provider of enterprise sewwice China, offering cloud, software . .

and financial services. The result in first quartes doing well, where the revenue greWC!osing price at 18 July 2019)
by 16.6%, and the cost control improved. Besides, growth of revenue from cloud TARGET HKD 29.58 (+10.1%)
services remained robust, up by 95% YoY, and patdrprise customers increased by

46.3% YoY. We give a TP of RMB $29.58, 6.4% lowar previous, downgrading to COMPANY DATA

“Accumulate” recommendation, with 10.1% potentigiside. (Closing price at 18 J”'ﬁlASRi:ATRcEASP(l(\Q\rI\jBQN)- 662é$6
2019) 52 - WK HI/LO (RMB): 40.38 / 20.80
Result update
SHARE HOLDING PATTERN > %
N , . Wang Wenji 44.50
The group announced its first quarter results 0t® During the period, the revenueSha;r?gha?@iggi 4.92

was RMB 125 million , up 16.6% YoY; the operatinggs was RMB 155 million, an
increase of about RMB 40 million over last year. dddition, gross profit margin
decreased by 1.6% to 62.5%, but the cost contrptamed. Selling and administrative PRICE PERFORMANCE » %

expenses to revenue decreased by 3.5% and 4.7%ctigsfy. Net profit was RMB 102 h T A
o . . : . .~ Yonyou 10.76 -17.50  -0.89

million, which turned into a profit from last yeamainly due to the sale of SuiRuiggg 173 -989 418

Technology this year. The net loss attributablewmers after deducting non-recurring

gains was RMB 54.77 million, a decrease of 51.2% Yo RETURN VS. SSE

Revenue from Cloud services reached RMB 125 millianYoY increase of 95%. _

Currently, there are about 4.77 million cloud seeventerprise users and about 380,0C 4 vﬁw( o

paid enterprise customers, increased by 46.3% YoY. ' %".-\.-\J'm-\i O

In other business areas, revenue from softwarebéssiwas RMB 864 million, up 20.6% \ @W‘l ‘*\i; .j“"'u*a;'” .

YoY; payment service revenue was RMB 74 million,289.1% YoY; however, revenue surce: Aastocks. Phillio Securities HK)
from Internet investment and financing informatiservice business decreased 29.79%"°® » PP Securt

YoY to RMB 197 million. Research
i KEY FINANCIALS

Launch and strength the cloud products, build up aloud ecosystem RMB mn FY17 FY18 FY19E FY20E

Revenue 6,344 7,703 9,334 11,250
The Group launched NC Cloud 1903, which adopteddtest hybrid cloud technology net profit 560 810 1,011 1,290
architecture to provide hybrid cloud solutions fange enterprises. It is believed that theps, rRms 0.157 0.246 0.309 0.394
new products will help the group enter the cloudkagaof large enterprises. Besides, theer, x 171.69 109.13 86.97 68.13
Group has also strengthened the marketing of NQd;levhich is expected to make NCBVPS, RmB 235 264 275 289
Cloud sales scalable. For U8 Cloud which is tangethe medium-sized companies, thé&/BV. x 1142 1017 977 9.30
Group will accelerate its research and developraedtstrengthen its promotion in theR0& % 67 93 115 140
industry. Source: Company reports, Phillip Securities Est.
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The Group continued to build up a cloud ecosystednlaunched 52 models in the
cloud market, including cloud-based eco-producthsas I0T services, business
travel services, and cloud customer service smadiness editions. The total
number of eco-partners in cloud market exceede@l3and the total number of
products and services exceeded 5,500.

We expect the Group to increase its investmerggearch and development in the
cloud business, which may reduce the net profitginan the short term, but it is
expected to create a long-term competitive advantag

Visiting from Huawei may implies the acceleration 6 domestic replacement

Media reported that the Huawei ERP team visited yéanindustrial Park in
Beijing. Therefore, it is speculated that Huaweiyrabandon SAP, their current
ERP system, and adopt a domestic one. We thiskliitely to happen. Under the
China-United trade war, Huawei became one of thgeta United States wants to
restrain. US prohibited companies in US from pringdany services to Huawei.
In order to reduce the dependence on foreign softwee believe that Huawei has
sufficient incentives to shift their current foreigeRP system into domestic.
Although there is no confirmation at present, thist reflects the intention of
Huawei.

Valuation

Based on the net profit attributable to the owne2020, we derive a TP of RMB

$29.58, 6.4% higher than the previous TP, reflgctir2Ox P/E in light of the rapid

growth in cloud services. Although increase in aeske and development on cloud
services may reduce the net profit margin in thertsterm, but it is expected to
create a long-term competitive advantage. Sincestiap rise in share prices
recently, we have downgraded to the “Accumulatéihga with a potential upside

of 10.1%.

Risk

1. Slower-than-expected growth in cloud products

2. The economy of China slows down

3. Cloud ERP may take away the existing customdrdramlitional ERP,
particularly SME
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AT (L1 3Y  ) N Company report

Financials

FYE DEC FY15 FY16 FY17 FY18 FY19F FY20R
VValuation Ratios

P/E (X), ad] 206.34 338.43 171.69 109.13 86.97 68.13
P/B (X) 12.10 11.74 11.42 10.17 9.77 9.30
Dividend Yield (%) 0.6% 0.5% 0.6% 0.9% 0.7% 1.0%
Per share data (RMB)

EPS, (Basic) 0.130 0.079 0.157 0.246 0.309 0.394
EPS, (Diluted) 0.130 0.079 0.157 0.246 0.309 0.394
DPS (HKD) 0.1f 0.13 0.1t 0.2t 0.2C 0.26
BVPS 2.22 2.29 2.35 2.64 2.75 2.89
Growth & Margins (%)

Growth

Revenue 1.8% 14.9% 24.1% 21.4% 21.2% 20.59

EBIT -120.6% -63.6%  -1542.0% 47.7% 20.5% 30.19

Net Profit -39.8% -28.8% 129.4% 44.7% 24.7% 27.79

Margins

EBIT margin -1.7% -0.5% 6.1% 7.4% 7.4% 7.9%
Net Profit Margin 7.7% 4.8% 8.8% 10.5% 10.8% 11.59

Key Ratios

ROE 6.8% 3.5% 6.7% 9.9% 11.5% 14.09

Income statement (RMB

mn)

Revenue 4,45] 5,113 6,344 7,70% 9,33« 11,25(
EBIT (74) (27) 38¢ 57C 68¢€ 893
Operating profit 10t 25 84t 1,05: 1,27¢ 1,60(
EBT 362 29t 68€ 95C 1,18¢ 1,518
Net Profit 345 244 56C 81C 1,011 1,29(
Minority Interest 324 197 38¢ 61z 76€ 98(
Net profit for owners 18 47 171 19¢ 245 31(Q

Source: Company, Phillip Securities (HK) Research
(Financial figures as at 18 July 2019)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ * 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pge
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely orltloge quantitative return bands. We consider iz factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absenstok price catalysts, and speculative undertones
surrounding the stock, before making our final reocwendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securit{e®ong Kong) Ltd (“Phillip Securities”). By receivinor reading this publication, you agree to be lobloy the terms and
limitations set out below.

This publication shall not be reproduced in whoteiro part, distributed or published by you for apyrpose. Phillip Securities shall not be liable &y direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haeib obtained from public sources which Phillip Sit@s has no reason to believe are unreliable aandanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are ssgjmes of belief only.
Phillip Securities has not verified this informatiand no representation or warranty, express oliechgs made that such information or Resear@dt@irate, complete or
verified or should be relied upon as such. Any siaébrmation or Research contained in this pubiarais subject to change, and Phillip Securitieallshot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatgs or releases in connection therewith. In remewill Phillip
Securities be liable for any special, indirectjdental or consequential damages which may be ieddrom the use of the information or Researchevmdilable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialzex®f the date indicated and are subject to chahgay time without
prior notice.

This material is intended for general circulatianlyoand does not take into account the specifiestment objectives, financial situation or parécuheeds of any
particular person. The products mentioned in thégemial may not be suitable for all investors angkeson receiving or reading this material shoeleksadvice from a
financial adviser regarding the suitability of sumfoducts, taking into account the specific investimobjectives, financial situation or particulaeds of that person,
before making a commitment to invest in any of spidducts.

This publication should not be relied upon as attiitive without further being subject to the reeit’'s own independent verification and exercisgudfgment. The fact
that this publication has been made available @atess neither a recommendation to enter into &iquéar transaction nor a representation that aogyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efpttoducts which may be described in this publiceiinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuzh sisks are

understood and an independent determination hasrbade that such transactions would be approp#date discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosiuaé risks or a complete discussion of suchgisk

Nothing in this report shall be construed to beoffer or solicitation for the purchase or sale afezurity. Any decision to purchase securities maet in this research
should take into account existing public informatiscluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepaitimns report nor his associate has any finannigrést in or serves as an officer of the listegha@tion covered in this
report.

Firm’s Disclosure: Phillip Securities does not hawy investment banking relationship with the tisterporation covered in this report nor any finahimterest of 1% or
more of the market capitalization in the listedpzoation. In addition, no executive staff of Pipilbecurities serves as an officer of the listepp@ation.

Availability

The information, tools and material presented neaeé not directed, intended for distribution tause by, any person or entity in any jurisdictiarcountry where such
distribution, publication, availability or use walbe contrary to the applicable law or regulatiorvbich would subject Phillip Securities to anyistgation or licensing or
other requirement, or penalty for contraventioswdéh requirements within such jurisdiction.

Information contained herein is based on sourcasRhillip Securities (Hong Kong) Limited (“PSHKbBglieved to be accurate. PSHK does not bear replitgsor any
loss occasioned by reliance placed upon the cantesreof. PSHK (or its affiliates or employees)yrhave positions in relevant investment products. details of

different product's risks, please visit the Riskdsures Statement on http://www.phillip.com.hk.
© 2019 Phillip Securities (Hong Kong) Limited
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