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Investment Summary 
 
The company has made adjustments on its revenue breakdown structure and classified the 
net method part of the targeted marketing business as merchant solution within the digital 
commerce segment 
In the 2020 annual report, the company has made adjustment on the revenue breakdown 
structure. The main segments are now renamed as digital commerce segment and digital 
media segment (previously named as the SaaS business and the targeted marketing business). 
More specifically, the original SaaS business has now been classified as the subscription 
solution sub-segment within the digital commerce segment, while the targeted marketing 
part with revenue recognized by net method is now classified as the merchant solution sub-
segment within the digital commerce segment. On the other hand, the targeted marketing 
part with revenue recognized by gross method is now classified as the digital media segment. 
After the adjustment, a major part of the targeted marketing business is expressed as the 
value-adding services of the SaaS business, so as to better show the synergy between these 
two major businesses. 
 
 
The 2020 adjusted revenue of subscription solution and the 2020 gross revenue of targeted 
marketing business beat our expectation, but the GPM is slightly below our previous 
forecast 
The company’s 2020 revenue was RMB 1.97 billion (+37.0% yoy), of which the revenue of the 
subscription solution was RMB 622 million (+22.8% yoy) and the adjusted revenue of the 
subscription solution (excluding the impact of the SaaS sabotage event) was RMB 718 million. 
The adjusted revenue beat our previous expectation. On the other hand, the 2020 revenue of 
the targeted marketing business (merchant solution + digital media) was RMB 1.35 billion 
(+44.8% yoy), which was slightly lower than our previous forecast. However, we believe that 
compared with the revenue, the gross revenue can more reflect the growth of the targeted 
marketing business. The 2020 gross revenue of targeted marketing business was RMB 10.68 
billion (+102.2% yoy), which beat our previous forecast.  
 
In terms of the GPM, the 2020 adjusted GPM/ GPM of subscription solutions was 74.5%/70.6% 
(-6.0ppts yoy / -9.9ppts yoy), both of which were lower than our previous expectation. The 
divergence between the actual GPM and our forecasted one was mainly due to the fact that 
the higher-than expected R&D investment caused higher amortization of intangible assets, 
which was recorded in the COGS. On the other hand, the 2020 GPM (comparing to the gross 
revenue) of the targeted marketing was 5.3% (-2.1ppts yoy), which is also lower than our 
previous expectation, since the lower rebate from the KAs (key accounts) customer has a 
greater downward impact to the GPM (comparing to the gross revenue) than we previously 
thought. 
 
In terms of the operating expenses, the company’s 2020 S&M expenses / admin expenses was 
RMB 919 million/RMB 261 million (+28.2% yoy / +100.7% yoy), respectively. The 2020 net loss 
attributable to parent was RMB 1.16 billion (RMB 311 million in 2019), and the 2020 adjusted 
net profit was RMB 108 million (+39.0% yoy). 
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The growth momentum of the subscription solution was strong while the moving-up 
market strategy of the company is gradually paying off 
The 2020 adjusted revenue of subscription solution was RMB 718 million (+41.6% yoy). 
As of the end of 2020, the number of paying merchants was 98,002 (+23.2% yoy) and 
the ARPU was RMB 7,326 (+15.0% yoy). Both of which figures beat our expectation. On 
the other hand, the customer churn rate for subscription solution in 2020 was 26.1% 
(+3.9ppts yoy). The yoy increase in churn rate was mainly due to 1) The 2020 pandemic 
was a huge blow to the SME merchants, which directly affect their paying willingness 
and ability 2) the SaaS sabotage event in early 2020 directly led to loss in merchants. 
In terms of the breakdown in subscription solution, the smart retail sub-segment 
showed the strongest growth momentum. The 2020 revenue of the smart retail sub-
segment was RMB 145 million (+224.5% yoy) and accounted for 20.2% (+11.4ppts yoy) 
of the total revenue from subscription solution. As of the end of 2020, the number of 
smart retail merchants was 3,682 (+234% yoy) and the number of brand merchants 
was 618 (+185% yoy). The brand merchants ACV was RMB 282 thousand (+31.2% yoy). 
On the other hand, the revenue of smart dining in 2020 was RMB 44.82 million (+13.0% 
yoy). The growth of smart dining was slower than that of smart retail as the 2020 
pandemic had a greater impact to the food and beverage sector in China and the 
recovery momentum of it was also slower. As of the end of 2020, the number of smart 
dining merchant was 6,996 (+52.0% yoy) and the ACV was RMB 19 thousand (+46.2 % 
yoy). 
 
 
The company will continue to implement its 3 core strategies, namely the moving-up 
market strategy, globalization strategy and the ecosystem build-up strategy 
1) Moving up–market strategy - In the past, the company had a leading position in the 
fashion industry and household industry. It will continue to explore the KAs in these 
industries to further consolidate its leading position in these industries. On the other 
hand, in view of the company's acquisition of Heading Information in 2020, the 
company will explore vertical industries such as shopping malls and supermarket 
convenience through continuous integration with Heading Information to further 
explore the KAs in these sectors. In addition, the KAs in vertical industries like maternal 
and child chain, food and beverage, medical and health care are also the future 
acquisition target of the company. The company's management expects that in the 
smart retail sub-segment, the revenue proportion of the KAs will reach 30% by the end 
of 2021 and 50% by the end of 2025. 
 
2) Ecosystem build-up strategy - The company will continue to expand its traffic 
ecosystem, developer ecosystem and investment ecosystem in the future. In terms of 
the traffic ecosystem, the company's products will be connected to traffic platforms 
other than the ones within Tencent’s ecosystem to assist merchants in omni-channel 
smart operation. At present, the company's products have already been connected to 
non-Tencent ecosystem such as Tiktok, Kuaishou, Baidu, and Alipay, as well as many 
offline long-tail traffic. In the future, it is expected that the company's products will be 
connected to more diversified traffic and platforms. Regarding the developer 
ecosystem, Weimob Cloud PaaS 2.0 is expected to be launched in 2021-year mid. 
Through Weimob Cloud PaaS 2.0, the company and third party developers will work 
together to serve the company’s merchants and provide merchants with a series of 
personalized, industrial and customized solution. The company is currently working 
with developers such as Baison to develop solutions for different vertical industries. In 
terms of the investment ecosystem, the company will continue to invest through 
mergers and acquisitions, direct investment and industrial funds in the future to 
expand the company's territory in different vertical industries. 
 
3) Globalization strategy - The primary goal of the company's globalization strategy is 
to assist the Chinese merchants to operate in overseas market by providing overseas 
independent e-commerce SaaS tools and advertising services. After completing the 
primary goal, the company will select 1-2 overseas regions and to provide SaaS tools 
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and advertising services to local merchants in these regions. Up to now, the company 
has begun the negotiation of advertisement agencies with leading overseas advertisers 
(such as Google, Facebook, Tiktok). 
 
Valuation 
We continue to be optimistic about the company's 1) the KA customer expansion in 
various vertical industries 2) three core strategies, 3) TSO (Traffic + SaaS + Operation) 
operation model. We believe that the TSO model is expected to further increase the 
ARPU of the KA customers, thereby uplifting the ceiling of the company’s future growth. 
 
After considering that 1) the growth of the gross revenue of targeted marketing is 
higher than expected 2) The lower advertising rebate from the KAs and Tiktok platform 
have greater impact to the GPM (comparing to gross revenue) of targeted marketing 
segment, we lift our 2021/2022 targeted marketing gross revenue to RMB 15.15/19.86 
billion and introduce our 2023 targeted marketing gross revenue forecast of RMB 
25.67 billion. We maintain our previous 2021/2022 revenue forecast of subscription 
solution and introduce our 2023 subscription solution revenue forecast of RMB 2.36 
billion. We lower our 2021/2022 adjusted NP to RMB 184/347 million from RMB 
274/404 million and introduce 2023 adjusted NP of RMB 766 million. We maintain our 
2022 subscription solution target PS of 23x and 2022 targeted marketing target PE of 
18x, we cut our TP to HKD 26.70 (-5.3%) and upgrade the rating to Buy. (Market closing 
price as of 26 March) (exchange rate: RMB 0.85/HKD) 

 

 

Risk 
1) The expansion of SaaS customers is worse than expected 2) The increased industry 
competition 3) Advertising demand is less than expected 4) Targeted marketing 
business mainly relies on the cooperation with Tencent 5) Valuation of the SaaS sector 
drops  
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Financial Statements 
 
 

 
Source: Company, PSHK Estimate 

Market closing price as of 26 March 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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.   

©  2021 Phillip Securities (Hong Kong) Limited 

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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