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MHER

CNY mn FY19 FY20E FY21E FY22E
Net Sales 59,241 71,588 83,375 96,643
Netincome 21,238 14,518 16,872 19,592
EPS 659 420 4.88 5.67
P/E, x 18.6 292 251 216
Non-GAAP NI 15,663 17,499 19,853 22,573
Non-GAAP EPS  4.86 506 575 6.53
Adj. P/E, x 252 242 213 188
BVPS 19.42 27.56 31.27 35.58
P/BV, x 64 45 39 34
ROE, Adj (%) 250 184 184 184
ROA, Adj (%) 140 119 123 12,6

(FEHZE 110 12 H)
Source: A F ¥4, Phillip Securities Est.
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I 752 e
] I, 7 i
I I
, I 215
T o 5 I 7]
‘ ‘ | ‘ L JEFNG
T A A i ‘ | :
e | e TS AN
2002 2004 2012 2016 2015 2016 2017 2018 2019
Al AT, BAEEERE, PSHK Sl A, PRI, PSHK
AFERIREROEES

AT AE AR B REAR AT 2 BRIE R, & 2015 4EAD, AR SN T IS HE i
50 AT, MBEA T EM 1P ERME I URALIES /B &/ B0 RN, -
DIgE O AN (AT REHEEIN H AT #5682 REH . Hhadks »
GRe¥FATEI) & 2017 SEAEHATSHEL, @HZHAMKXEE, ZRELHAK
[ T0S Wl iss 1 . sZakilz i8R 2020 4 (8 _L4R 3 %) g R FFH A 10S
MGEHARE Top20, W2 WE FFE. 2) (ERAK) 2018 FRHANE AR,
2019 4E 9 AJR%E FHA 10S W858 5 —. 3) 2019 4R HA 22 3 5 o i 45541 H 1)
B EEA L ) TR RSS2 R (1) 10S T EERE 1 . FRAMTEET 2 5] AR A A U
HMHLIE AR TE 2068, EARIEI BT SERE D) (RS BBUEM: AR KH
WEFiE (BRI BRI SEER. B A &g BRI AL LLRK,
2019 3 AT BRI AL 2 B AR IERISON Y 11%, AR A B A B8R 25 [

il —+=: SEEFATE) 2020 £ HA 108 BRI HEA B D0 BT AR 2020 4 H A 10S G B HEA

T B TEI20194E 2 4 HARIOS s is sH 5 HE#4 HIAKE 201942 45 HARIOS TSI SH 5 HE 4
1 1
3 21
5 41
7
9 61
11 81
13 101
15 121
17 141
19
2019/1/1 2019/8/1 2020/3/1 2020/10/1  2019/1/1 2019/8/1 2020/3/1 2020/10/1
Fel: LESWHE, PSHK i LAWAE, PSHK
ik 20204F 10 H 31 H ik 2020 4F 10 H 31 H

Page | 10 | PHILLIPCAPITAL HONGKONG RESEARCH



J - PhillipCapital

INTIATION REPORT

AR IP FZ RESTEE T

NFIRE T HEA ZMERA] TP, A4 CKEEMEE) « (2L . (SR .
AFERE IR A TP BLEE. B8, MRS RSENEEREGES, TG T Mk
[ 1P fERESE. 1P AERESl A AR EA] 1P IR EMSIN. LIRIRETZE], 2
BT SEFABZEGHR 1P 4TiE 7 3 AR (REK! “F2ent)  (MOBA #E8K) «  (BEE5H:
HRIY (CCG) K (P2PRRIREER) OBl , 2w IR R RGaT 1P fig T
—EBER (FERIA) | R (KTl &, Pees) | 2Weng, &
e T — K LARZEGEm TP 2 FRE e . JEHA R TP 4738 A [ R 4L N B T RAS
(HAAG R 2 TP B P 2 IRTE S I, W] RRPETHRZ 1P RS2 ), T A H]
IP Ik (EEER) MZEIDRE.

i

fi = TFre AR R AR A TN BRI R R

Kokorolia

38 maid café

ﬂ? » oo 2020

#J5: Google , PSHK
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BB RUNSIR 22 R K E T RIG T IR R

NE]A 2006 SE AL S, NG 2007 SR AR A A e, Bub Bl AIE
ar) AT TR B e 2 VS BE P I b —ZKGGE S 8E APP. AR S A A FE] T
BEREH P Heas, S Mo K, AFRERES 72 SR, O
TEARTRFE LR BB AR 7, DA R LA A /NER AR A DL RN P I 4%
BB TR BT SRAEE RS LA S, A TE R Rt B AN [ R 2 R 1 IR
(FEARTS MRS DRI A ] i RSO 2R U5 43 ) A 58 3 AR A% S 2 it SE 05 RN TE A
MRS EH . 2017/2018/2019 f22: 3 AR5 K% e b SE IR NAG S8 @ RN AL EL
I3 By 32%/59%/65%, WAL LUAE 35 % 4F a0 LT RESE . HIEAE 2019 4 10 A
LB ANHTIETIAZ BT BT . AHIE 2019 E4AERIKT2 MAU #9245 1. 08 (5 N, W AE
B N KA 2 TG S . 11 H 5 H, A B R E O A DU B N
MECE IR T e R B K ATE AR R IR R TE e, A TR b SR
CTERRHUE IS FRRE” 5 AR s B E .

fE —+-t: A& MAU fil =4\ AIE R SEB N BIA
MAU (fEA) RN (RTTARHD
8.52
1.08
0.96
0.73 4.29 4.53
3.06 3.03
1.5 I I
2017 2018 2019
2017 2018 2019 wEHR S R AR TSRS
AR ATIEFER, PSHK AR ATEAER, PSHK

il U AT TE SR IR K S 4 AR

i
5 IR % B
3w D @S /
1 800 A6 LU PR filine® fillin® sy fili AR
MOOC '
YR A E
B8 IR R SRR

HIEM YIRS Ko R B EARGE (HIERNRE. PEIKE
MOOC %5) . SHEERAEE M CHIEFME) LK APP T EHE IR (it & i
B o BB RS E S EFRONLE ORI R, A8 2017 F1) 1.5 ot A
MR 2 2019 £ 8.5 s NIRHS, AR CAGR A 138%. b, TEARERFEM
W\ A BE A 2238 IR 7% B i o S S AR I 48 KB 4, EARRRAZE R 2017/2018
/2019 SEUR Nl A 1.15/3.29/6. 08 {0 N EEHE, 5503 AR A 7e b 3675 48
NH T7%/T7%/T1%. A5G EARFRAE 2019 AN [RIELBE i B, FEEH A 1D
K-12 £ Z22 A 1 R b sm s, 2019 SEEF b 25228 N ¥& 4 35. 9 N, Rtk
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K8 185. 2%, 2) FHIEFGHAFE 2019 M BEMEF LR 61%, #ZE 899 AR

28
[ = AR R R B =+ AR K12 5EMAF g A A
HEWEREREE Ot AR K-124F B A4 N¥0 CE N
899 35.9
559
363 12.6
I " l
2017 2018 2019 2017 2018 2019
APE: HIEER, PSHK AeE: FHIEER, PSHK

ANTR 2018 SFEHAB A Bk K-12 3655, Wl T HGRE M K-12 824, aFEf
B, G IELEES AR AT HAT RS T HAE A S . A IE 2019 G5 HE T B
WS RE A E R/ NIE APP. hAh, ARDERME— RV K-12 48 LR R
R CAFE K-12 43 FERB 8P DL K-12 43 FARFEPE) . 7F K-12 ¥R
T, AIEKIR TR DL E M (3E APP R HAR T H) AP EESH, M
TEARERFR 2 A TSR R RIS . 518 2019 4E1Y K-12 £ &2 A8/ 35.9 1
N A RS SRR AT B A N 43%, RZALECIRAEE T T A 24 (R
B, w] RATEH 2018 LI K-12 37 R SCR B, (R AT 78 - i He I3 N K-
u%iﬁa%EmX&ﬁQ@ﬁ PEAh, A A 17 SO [ i B e AR AR A . B
A (BEA AR AR SEIE L RSB 3 DUAERS B b LAR EL 4%
%ﬁ>,ﬁﬂmﬁMTﬁvK12%Lﬁﬁm%mW%%ﬁ$&ﬂ%E,%%ﬁ
i — DI A F I K-12 fEAREE T 5 AR L& 4 — e M i 5 5.

i =+ e K-12 A B S A A A R R A B R A A L

K- 12V BB LR e (T B SR A G EE

43.1%

22.2%
19.6%

2017 2018 2019
Y. HIEER, PSHK

Page | 13 | PHILLIPCAPITAL HONGKONG RESEARCH



|

- PhillipCapital

INTIATION REPORT

AIERSRENAF B EHEX

ATTERG S R RE A B IR N RPEECR IR i, ARAE G K-12 BRFE. ShREERAR.
BUERPESE . Uk FAT, AERSSRECE RS RERBEFER . A IER R
FEGE CLRT (1 B H A BEHOS 8 s A (0 B AR HE 205 CED & iRt i B 2
MR , AR LEFER T /. AiTAERRRMECHS &5
Fr Bt &, B ERR/ SR RS, A, BHREEE RS, AT E W
AT i1, FEBAREERECR LI AT JoR, W 7 AT EE R, HE)
KPR EIE AT £, LSRRI REAL BE RS IHBD B0 L BYERED (A REdE
8 H DL A A R e O R ThaE)  DABR e P e SRR

TERTTIG R

T [P A7 T 35 RO 2 B A T i SR R BT S AR B S RS, AITE BRI P
MEMRAERES Ve EABESEBRBNEME. ArRt—RANESEA, &
FER R . PR S S . AR R ESE CPC (cost per click) HIRCHRAT # &
& (Performance—Based Advertisement) , RBP4 & A ZIEAH P I ESEEE
W, RURAT B 5 AL TR AR T35 IR SRR 48 K3 4, 2017/2018/2019 (4G
Eb 4 il % 84. 4%/76.9%/80. 0%, A FJA 2017/2018/2019 44 HIHEA 4 3,000/
1,800/2, 400 R E L& . Hehh, A a] @S AN e B B FH i b g 5
Ak# (Brand Advertisement Services) . 4 JiE—PBHEXREF, Aa]HR4LH
b b B RSB RS, 018 5 RO 20 W B 58 45 H S B IS

fi =+ = EAR IS AR B

FEARTT S MRS (T AR

3.62
2.58
2.33
0.91
0.70
= B
2017 2018 2019

B R NEES = REES

AR HIEFER, PSHK

MOETERRFERERNTIN, RRORKT HENEZ RS

AR Al A E DB SR B T, (B IR A Sy e AN T R (R SR E AR
Wz —. WHMBTEM — BERAAERMCKRESIR, 75 HE IR R 5 i
N AN S ERAS A oy B SR MR B R P N R B AR . Nk B3
Py « T ANk APP 5130, SRFESES” AR AT TEN R E SHR, AR
AR T A BRI R A, SRR BT 5 35 S
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ShER i

MARTESR -

MBS R @ HiETHitarr
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1
|
|
1
|
1
1
|
|
|
|
1
! M REH TR

SEEH

AYP:  PSHK
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%5 i R TR

BN #r

AN E IS 2017 500 444 fEC N IREE LA 2019 5511 592 1R e N R, N
CAGR % 15. 4%. Forf, WAL L S HITEAR IS ES R BITEE, 11 2017 4F11) 363
RIC AR EF-2 2019 4501 464 B o NS, BN CAGR %% 13. 1%. BBk EHS Y
R EEFER AT (HHZBY « (EHAK)Y & (RE28) %1k
IWAME R RKR L. A, AFIHEIEERLAIHEBRAN 2017-2019 4 CAGR
SN A 69. 2%, 22.3%. AIEEFWNI NN SR 5 2l 20 IR A E S (R
FEAEARARAE) FTEdE).

JREIE A, 25 R I oy F) 58 K IR R 95 6 1 R a4 kT 0 8K AR AR i N AR B,
A TEFT A B AR BRI G TR R B I . 2020 4R [ TEAR % 8k 35 7506 52
AP IGIREC K, &4 20%, 2021 Az 2022 GEHIIE RN € (A6 £ 4T 13-14%/K
PhEA. BREIEEY, RMBATLEITIEER “m28 TN Bl
7 MIREEL, BN BRI 2020 4F AP KR R T K-12 48 B#E, A1 2020
PR K-12 I RORS), BB RE AT BT AR A N B SR AR K 1 B,
HIER 2020 EEFE R T2 K12 2R (UR/NEEEE . mhiE ) , oW
SR R A H AR AH () SE AR R R E) . R ERM TERT I8 2020 FE2EMIRA
BaaiEERmEE, 8% 120%, 1 2021/2022 4 KN E R 5 5 A
80%/60%. iR IRIMFRAAF A EHOIEH S EFLT G5 H AR &AL
BRMIMEBL, AR 3 FERIH EFHIN R TR I L I~ 13%.

lig =+ =B

AEIAHIA (BT AR

166
147 83
130 52
29
77
5 718
557 635
363
2017 2018 2019 2020E 2021E 2022E

WIEGRITER wHE W AHER A

HY5: Wind, PSHK

FR = IR &R

AT] 2018-2019 fE RS ERRAEFTEE, 7034y 53. 4% /% 53. 3%. HH, HTE
LRI ZE AR OO R, 2018 4F 7 2019 AEAEARIEIER 3EFK I BRI R EARFF, 4
A%y 63. 6% 63.4%. BIFEFIIBRRIP—EL, FBEARRFER 16, 2%KF. BlH
(BB BREREHRL (AL ESEYE) BT ARER B REDN
IR TATER) 2019 4F 1) BHR R F L/ NE R, 58 2018 4F1 29. 6% N2k
22019 E[ 28. 4%, FRAFITHFEA B TEARIIE BEE TS K B 15 A R I B 1y
R¥EEfEE, /% 63.5%% 15. 1%. RAFEEY, RIMBARKLE LRENE
I 55 2 B 25 Ao B2 A N B n B 2 AR A OB RS T A I . AP THFT A 18
2020/2021/2022 4141 BRI 200553 7l & 35%/37%/39%-
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[ =475 AR ERE
NEIESYIE S
62.9% 63.6% 63.4% 63.5% 63.5% 63.5%
56.4% 53.4% 53.3% 53.6% 53.3% 53.1%
39.09
29.6% 0,
26.9% 284% e
15.2% 15.1% 15.1% 15.1% 15.1%
2017 2018 2019 2020E 2021E 2022E
e (TARIEIE, e BIMTHETS M e /0 [ HERE

Hei: Wind, PSHK

BAMGRAEEL 2019 4, AR RERHEEHRBEHEIES. FEERA D
WERE BRI 2) AHEERHER AR, S8HEBRN" MRS,
H 2020 FE T EESEE R EIE T4, 4%, (HIRAMER A IS & R g e bE
BN B R R R B . R L RN, FRAMTEET A F] 2020-2022 4F 1§
B R 9 5 12, 2%/12. 0%/11. 8%, B—J51H, A7 2017-2019 4E K47 H &
FRFE R RFFEL 5K P E A, BAFTARTRZ B R R A B E IR i e . e i% .
ATE 2018 EFEIK T EIFE N, 2018 ERFIE & K FTF T4 Spets,
BE1R A8 E PRRFTEAY 1A% Ko FRAMTER 2520 5 58K BT 95 8 28 2% 3L 32 B () R 3T
Rl TEET 2 7] A R 4 e (R FE L 2018-2019 4E&Y 14%1IWFEs B 2%, LIRR&EITIE
PRI, HEFF LRSS

= b 4 A TR

HAR 2 &

14.4% 14.2% 14.3% 14.2% 14.2%

12.4%
12.2% 12.0% 11.8%
10.5%

9.4%

6.0%
5.4% 0 5.3% 5.2% 5.1% 5.0%
2017 2018 2019 2020E 2021E 2022E

—— HERR  —TEER  — TR

Hei: Wind, PSHK
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e
FMTESE AT 2020/2021/2022 4E[] Non—GAAP 4R 2R 4 7% 5. 06/5. 75/6. 53
T ANRHE . RAMERIL T 5B SR FE A v A A =] AT b {E .

1) 3k 2020 5 11 A 12 HcrT, HSH b7 i 58350 KX SAET 8k A 7] 2021 45735 PE
B Ry 22x. HARMERATE KB, ME L eHF —emEE. RMEFAHA
TEAR B SE 7% 2020,/2021/2022 4 Non—GAAP 3R 43 1l 7 168. 8/187. 6/207. 0 f&
TEANEEH, 44T /an] 2021 4EHEE PE 25x, TEA 5330. 6 {&HkT, HHHE 2020/
2021/2022 4F PE 27. 8x/25. 0x/22. Tx.

2) #uk 2020 4 11 A 12 B, SR ETIEAREE & AP 2021 E SRR
5.8x, 258 B IE H AR i AR A, UL IRAMAS TAIE 4x /) 2021 4R
HAEMTEY 3. FAMTERT GG 2020/2021/2022 4 [FIEF RN £ 16. 8/30. 3/48. 4
o ANRY, HELHSARAMAERRTER 1375 X, HE
2020/2021/2022 4E PS 7. 2x/4. 0x/2. 5x.

3) FRAMTEET A F LI EB I 2020/2021/2022 FRIE KR A% 97.6/110. 3/
124. 6 fEC NS, A T A FBIEER 4x 2021 FHAEW R, BERRT
{4 501. 2 {50 TG, BIE 2020/2021/2022 4E PS 4. 5x/4. 0x/3. 5x.

42 b, FRAMIEE AT S EMES 5,969 [ETETT, 4T AT BEE HKD172. 8,
HFJEE 2020/2021/2022 ) Non-GAAP &% A PE 29. 85x/26. 31x/23. 14x. HEIX
BEBT “BN” 3P4, (BZE. 0.88 ANEE/#T BUEEZE 1LH 12 H)

figl =+ /\: AT A

AT P& 153 4 5% [l 3 e s =
TTM  2020E  2021E 2022E  TTM  2020E 2021E  2022E
(5% (BBAR®E)
EBREEAS
LEVAT 2400 hk equity ~ 34.20 13,281 29.8x  27.1x  20.0x  150x  3.7x 3.9x 3.0x 2.5x
25 700 hk equity 577.00 4,729,200 450x  38.7x  309x  26.1x  11.0x 9.9x 8.0x 6.7x
FEE) 9999 HK equity ~ 139.40 411,866 - 17.6x  152x  12.1x - 5.8x 4.9x 4.3x
KBRS 6820 hk equity 215 4,011 8.8x 7.5x 5.7x 5.0x 2.1x 1.7x 1.3x 1.2x
#AEE 777 hk equity 16.76 8,041 107x  9.3x 7.3x 6.2x 1.3x 1.3x 1.1x 1.0x
BRI 2660 hk equity 117 1,019 6.0x 3.6x 3.3x 3.1x 1.5x 1.0x 0.9x 0.8x
fERE oY 9990 hk equity 16.90 11,785 - 18.1x  104x  8.2x - 6.5x 3.5x 2.6x
Bl X it 1119 hk equity 3.84 4,169 129x  8.2x 7.1x 6.4x 1.3x 1.3x 1.2x 1.0x
hFiE 302 hk equity 3.00 5,978 19.5x 7.4x 5.9x 5.2x 1.6x 1.4x 1.1x 1.0x
IGG 799 HK equity 8.23 8,666 5.8x 6.3x 7.4x 7.1x 2.1x 1.9x 1.8x 1.8x
Ti9{E 17.3x  144x  11.3x 9.4x 3.1x 3.5x 2.7x 2.3x
I 11.8x 8.7x 7.3x 6.8x 1.8x 1.8x 1.6x 1.5x
AR B A
=tEH® 002555 CH equity ~ 27.51 58,108 20.4x  202x  169x  143x  3.9x 3.6x 2.9x 2.5x
BEAME 002558 CH equity ~ 17.60 35,629 34.7x  323x  269x  241x  140x  130x  112x  9.6x
HLEB 002602 CH equity ~ 7.90 58,875 20.8x  150x  12.1x  11.5x 3.6x 3.4x 3.1x 2.8x
SEEMR 002624 CH equity ~ 28.80 55,861 31.2x  22.6x 189x  163x  5.6x 5.3x 4.5x 3.9x
et 603444 CH equity ~ 436.36 31,359 335x  27.2x  21.7x  183x  118x 111x  8.6x 7.3x
Fi9E 282x  235x  19.3x 16.9x 7.8x 7.3x 6.1x 5.2x
PRI 31.2x 21.4x  17.9x 15.3x 4.8x 4.4x 3.8x 3.4x
EREEHAT
EHBE EA US equity 118.93 230,376 26.2x  25.6x 222x  20.0x 6.2 6.7x 5.8x 5.5%
FXRE NTDOY US equity  64.41 442,027 - 34x  159x  17.2x - 4.8x 4.7x 5.0x
RE SNE US equity ~ 85.91 736,549 - 199x  19.3x  18.7x - 1.4x 1.4x 1.3x
BRRE ATVI equity 75.12 392,269 27.4x  229x  220x  193x  7.7x 7.4x 7.1x 6.6x
Ti9E 26.8x  180x  19.8x  18.8x 7.0x 5.1x 4.7x 4.6x
{8 26.8x  214x  20.7x 19.0x 7.0x 5.7x 5.2x 5.2
BRELEEAT
MERAER 1797 hkequity ~ 26.60 21,382 19.7x  199x  12.0x  7.5x
ZRBLEHENT
TR TAL US Equity 70.06 275,086 450.1x  252.2x 124.3x  60.4x  11.1x  12.3x 9.5x 6.7x
fizE:3=:] GSXUS Equity ~ 70.34 113,705 257.9x - 1277.4x  98.1x  17.0x  158x  8.9x 6.1x
BHE DAO US Equity ~ 24.15 18,252 - - - - 11.9x  6.0x 3.3x 2.2x
BB COE US Equity ~ 23.33 3,607 52.0x  384x  21.7x - 2.0x 1.8x 1.5x -
Ti9{E 253.3x 1453x 474.4x  792x  105x  9.0x 5.8x 5.0x
I8 257.9x 1453x  124.3x  79.2x 11.5x 9.2x 6.1x 6.1x
ERELTE
BH SPOT US Equity ~ 249.99 328,136 - - - - 5.4x 5.3x 4.4x 3.6x
[T = TME US Equity ~ 14.95 170,289 85.0x  356x 283x 225x  119x  58x 4.8x 4.0x
Ti9{E 85.0x  356x 283x 225x  8.7x 5.6x 4.6x 3.8x
IS 85.0x  35.6x  28.3x  225x 8.7x 5.6x 4.6x 3.8x

ARY5: Bloomberg, HE#ki 11 A 12 H, SElEEMELE? 11 5 11 H
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2018 2019 2020E 2021E 2022E

Valuation Ratio

P/E ratio, x 64.6 18.6 29.2 25.1 21.6
Adjusted P/E ratio, x 36.8 25.2 24.2 21.3 18.8
P/B ratio, x 8.7 6.4 45 3.9 3.4

Per share data (RMB)

EPS 1.90 6.59 4.20 4.88 5.67
Non-GAAP EPS 3.33 4.86 5.06 5.75 6.53
BVPS 14.14 19.03 27.56 31.27 35.58

Growth & Margin

Revenue Growth 25.6% -10.0% 40.4% 14.6% 14.0%
Operating income growth -23.2% 38.2% 13.5% 17.3% 16.2%
Net income Growth -42.5%  245.2% -31.6% 16.2% 16.1%
Non-GAAP Net income Growth N/A 45.5% 11.7% 13.5% 13.7%
Gross Profit Margin 53.4% 53.3% 53.6% 53.3% 53.1%
Operating profit Margin 19.5% 23.3% 21.9% 22.0% 22.1%
Net Profit Margin 12.0% 35.8% 20.3% 20.2% 20.3%
Non-GAAP Net Profit Margin 21.0% 26.4% 24.4% 23.8% 23.4%
Key Ratios

ROE, Adj 23.4% 25.0% 18.4% 18.4% 18.4%
ROA, Adj 12.4% 14.0% 11.9% 12.3% 12.6%

BEEE 11 H 12H

GEERR

(RMB million) 2018 2019 2020E 2021E 2022E
Net Revenue

Online game 40,190 46,423 55,707 63,506 71,762
Youdao 732 1,305 2,871 5,167 8,268
Innovative business and others 10,257 11,514 13,010 14,702 16,613
Total Net Revenue 51,179 59,241 71,588 83,375 96,643
Cost of Sale (23,832) (27,686) (33,245) (38,917) (45,341)
Gross Profit 27,346 31,555 38,343 44,458 51,302
S&M expense (6,912) (6,221) (8,734) (10,005) (11,404)
Admin expense (3,079) (3,130) (3,723) (4,252) (4,832)
R&D expense (7,378)  (8,413) (10,237) (11,839) (13,723)
Operating profit 9,977 13,791 15,650 18,362 21,343
Investment income (loss), net (22) 1,306 1,306 1,306 1,306
Interest income (net) 587 822 675 882 1,273
Exchange losses (52) 25 - - -
Others 587 439 368 368 368
Pre tax income 11,077 16,383 17,999 20,918 24,290
Income tax (2,461) (2,915) (3,335) (3,876)  (4,500)
Net (loss)/income from discontinued operation (2,139) 7,963 - - -
Net income 6,477 21,431 14,664 17,043 19,790
Non controlling interest 325 194 147 170 198
Net Income Attributable To Parent 6,152 21,238 14,518 16,872 19,592

Non-GAAP Net Income Attributable to Parent 10,761 15,663 17,499 19,853 22,573

EPS 1.90 6.59 4.20 4.88 5.67
Non-GAAP EPS 3.33 4.86 5.06 5.75 6.53
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(RMB million) 2018 2019 2020E 2021E 2022E
Current Asset

Cash and cash equivalent 4,977 3,246 34,216 46,250 60,266
Accounts receivable 4,002 4,169 5,106 5,947 6,893
Inventories 1,066 651 1,235 1,506 1,832
Others 58,670 77,039 77,039 77,039 77,039
Total Current Asset 68,716 85,105 117,597 130,741 146,029

Non Current Asset

Property, equipment and software, net 4,672 4,622 5,363 6,223 7,221
Land use rights, net 3,272 3,707 3,707 3,707 3,707
Operating lease right-of-use assets, net - 464 464 464 464
Long-term investments 5,245 9,294 10,600 11,907 13,213
Others 5,064 8,933 8,933 8,933 8,933
Total Non Current Asset 18,252 27,019 29,067 31,233 33,538
Total Asset 86,968 112,124 146,663 161,975 179,567

Current Liabilities

Accounts payable 1,201 1,212 1,517 1,776 2,069
Short-term loans 13,659 16,828 16,828 16,828 16,828
Deferred revenue 7,718 8,602 9,745 11,350 13,156
Others 12,531 11,600 12,069 12,692 13,294
Total Current Liabilities 35,109 38,243 40,159 42,646 45,347
Total Non Current Liabilities 447 840 840 840 840
Total Liabilities 35,556 39,083 40,999 43,486 46,187
Equity

Ordinary shares 3 3 3 3 3
Additional paid-in capital - 3,914 3,914 3,914 3,914
Reserve 45,229 57,537 90,013 102,667 117,361
Noncontrolling interests 794 1,139 1,286 1,456 1,654
Total Equity 46,026 62,593 95,215 108,040 122,932
Redeemable noncontrolling interests 5,386 10,449 10,449 10,449 10,449
Total Liabilities, Equity and Redeemable NCI 86,968 112,124 146,663 161,975 179,567
HEDEMER

(RMB million) 2018 2019 2020E 2021E 2022E
Net income 6,477 21,431 14,664 17,043 19,790
Depreciation and amortization 2,060 2,614 1,089 1,263 1,466
change in working capital -1,301 -1,072 395 1,376 1,428
Others 6,179 -5,757 -887 -887 -887

Net cash generated from operating activities 13,416 17,216 15,261 18,794 21,796

Capex -3,911 -3,329 -1,830 -2,123 -2,464
Others -9,659  -18,808 0 0 0
Cashflow from investing activities -13,570  -22,137 -1,830 -2,123 -2,464
Cashflow from financing activities 1,587 1,083 17,539 -4,637 -5,317
Net change in cash and cash equivalents 1,434 -3,838 30,970 12,034 14,015
Cash at beginning 8,691 10,207 6,397 37,367 49,401
Foreign exchange 82 29 0 0 0
Cash and cash equivalents at the year end 10,207 6,398 37,367 49,401 63,416
Cash, cash equivalents and restricted cash of

held -537 -1 0 0 0
Cash, cash equivalents and restricted cash of

continuing operations, end of the year 9,669 6,397 37,367 49,401 63,416
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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

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.
© 2020 Phillip Securities (Hong Kong) Limited
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