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Ming Yuan Cloud Group (909. ix)

Digitalization of the real estate ecological chain,
Saa$ business maintains rapid growth
Hong Kong | TMT SaaS | Update Report

Investment Summary

Ming Yuan Cloud announced the company’s interim results as of June 30, 2021, benefiting
from the steady development of real estate industry in the first half of the year and the rapid
growth of the company’s SaaS product revenue, the company’s revenue reached RMB 970
million (+45% yoy) and its adjusted net profit reached RMB 193.5 million (+32.7% yoy). Among
them, Saa$S product revenue reached RMB 550 million (+66% yoy), accounting for about 57%
of total revenue. The revenue of ERP solutions was RMB 420 million (+25% yoy), accounting
for about 43% of total revenue.

CRM Cloud ARPU still has room to increase, Construction Cloud becomes the second largest
growth engine

In 1H21, CRM Cloud’s revenue reached RMB 430 million (+82% yoy), accounting for 78% of
the total revenue of the SaaS business. In 1H21, CRM Cloud’s achieved rapid growth in
Average Revenue Per User (ARPU) while maintaining a high market penetration rate. The
number of property sales offices in China equipped with CRM Cloud 16,200 (+8% yoy), while
the ARPU increased from approximately RMB 19,000 to RMB 26,000 (+37% yoy). In the past,
CRM Cloud mainly focused on solving the management and process problems of real estate
marketing. Since last year, it has developed in the direction of business integration and
gradually transitioned to helping developers improve their marketing capabilities. Affected by
the government policy and supervision on real estate industry, in addition to reducing
expenditure, acquiring customers is a major challenge for real estate industry in the future.
Therefore, it is expected that CRM Cloud’s will still have a room to increase as helping
developers build private traffic. It is expected that with the gradual slowdown of penetration
rate growth in the future, there are still room for increase in ARPU which can provide
momentum for CRM Cloud’s revenue growth.

In 1H21, Construction Cloud’s revenue was RMB 79 million (+14% yoy), accounting for 14% of
the total revenue of the Saa$ business. In 1H21, the number of Construction Cloud’s serving
construction sites in China was approximately 6,000 (+ 46% yoy). At present, the real estate
supply chain industry is still more traditional, with generally low efficiency and information
asymmetries, including weak digital empowerment. Therefore, the Construction Cloud focus
on the quality of supply and creates entire chain application scenario. It is expected that the
Construction chain will break the industry in the next 1-2 years and become a major engine of
the company’s revenue growth.

In terms of Procurement Cloud, in 1H21, its revenue was RMB 20 million (+ 77% yoy),
accounting for 4% if the total revenue of the Saa$S business. There were approximately 3,100
property developers and 83,000 suppliers with access to Procurement Cloud respectively. The
Existing Market’s revenue in 1H21 was RMB 22 million (+ 25% yoy), accounting for 4% of the
total revenue of the SaaS business. It is composed of Asset Management Cloud, Property
Management Cloud and Commercial Management Cloud. Among them, the total area under
management of Asset Management Cloud and Property Management Cloud increased by
113.5% and reached approximately 190 million square meters. Besides, the Company
completed its investment in Shenzhen Woxiang Technology Co., Ltd. and the number of
Commercial Management Cloud’s serving shopping malls increased by 56% to 114.
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KEY FINANCIALS

CNY mn FY19 FY20 FY21E FY22E
Net Sales 1,264 1,705 2,316 3,219
Net Profit 216 (704) 313 542
EPS, CNY 0.16 -0.48 0.16 0.28
P/S, x 37.9 26.4 19.7 141
BVPS, CNY 0.005 0.123 0.129 0.139

Source: Company reports, Phillip Securities Est.
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ERP Solution maintain steady growth

In 1H21, the ERP Solutions revenue reached RMB 421.9 million (+25% yoy). Among it, software
licensing and value-added services revenue accounted for 33% and 36% of the total revenue,
reaching RMB 140 million and 150 million (+ 38% and 18% yoy). The company further
strengthened the development of industry-leading enterprises and sinking markets, as well as
enhanced product support service capabilities, strengthened centralized management and
provided more value-added service products. Therefore, it is expected that the ERP solutions’
revenue will increase steadily.

Company valuation

We maintain our forecasts for the company’s revenue and net profit for 2021/ 2022/ 2023,
and use the sum of the parts (SOTP) valuation to evaluate the company’s two businesses
separately. Taking into account the recent SaaS sector valuation callback, we lower the target
price-earnings ratio (P/E) for the ERP solution to 20x in 2022 and the target price-sales ratio
(P/S) in 2022. The target price given is HKD 42.40, corresponds to a P/S of 30.6x/ 22.0x/ 15.6x,
corresponding to 2021/ 2022/ 2023 and the “BUY” rating is maintained.

SOTP Valuation 2022E (HKD mn)
Revenue Net Profit Multiple  (x) Value (HK Value per share (HKD) Proportion(%)
ERP Solutions 488 PE 20 9756 5.0 11.7%
SaaS Products 2,456 PS 30 73667 37.4 88.3%
424
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MING YUAN CLOUD GROUP HOLDINGS LIMITED

Financial

Consolidated Statement of Profit or Loss

Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E
Revenue 1,264 1,705 2,316 3,219 4,542 Non Current Asset
COGS (269) (366) (440) (590) (757) PPE 118 150 173 207 243
Gross Profit 995 1,340 1,875 2,629 3,785 Right-of-use assets 51 63 71 88 104
S&D expense (441) (590) (787)  (1,062)  (1,408) Intangible assets 2 3 3 3 3
Admin. expense (108) (208) (240) (305) (410) Others 75 46 46 46 46
R&D expense (286) (356) (504) (686) (978) Total Non Current Assets 246 262 294 344 396
Other gains and losses 85 141 - - - Current Asset
Operating Profit 244 326 344 575 989 Inventory 0.3 0.4 1 1 1
Finance costs (2) 12 5 7 10 Trade and other receivables 21 30 39 57 78
Net losses upon financial - (989) - - - Bank balance and cash 732 4,759 5,249 6,094 7,369
Profit before tax 242 (650) 349 582 999 Others 235 2,420 2,420 2,420 2,420
Income tax (11) (18) (17) (29) (50) Total Current Assets 988 7,210 7,709 8,572 9,868
Profit for the year 232 (668) 331 553 949 Total Assets 1,235 7,472 8,003 8,916 10,264
Non-controlling interests (15) (36) (18) (12) (10) Non Current Liabilities
Net profit 216 (704) 313 542 939 Contract liabilities 18 25 25 25 25
Lease liabilities 29 34 34 34 34
Deferred income tax liabiliti 2 0 0 0 0
Total Non-current Liabiliti 49 59 59 59 59
Current Liabilities
Trade payables 24 43 23 75 a4
Contract liabilities 378 549 769 1,076 1,506
Key Financial Data Others 513 252 252 252 252
Dec Y/E FY19 FY20 FY21E FY22E FY23E Total Current Liabilities 915 843 1,043 1,403 1,802
Valuation Ratio Equity
P/S ratio, x 349 243 18.1 13.0 9.2 Reserves 266 6,539 6,852 7,394 8,333
Non-controlling interests 4 31 49 60 70
Per share data (RMB) Total equity 271 6,570 6,901 7,454 8,403
EPS 0.16 -0.48 0.16 0.28 0.48 Total Liabilities and Equity 1,235 7,472 8,003 8,916 10,264
BVPS 0.005 0.133 0.140 0.151 0.170
Consolidated Statement of Cash Flow
Growth & Margin Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E
Growth CFO 339 406 550 925 1,363
Revenue Growth 38% 35% 36% 39% 41% Interrest received 0.2 10 (5) (7) (10)
Gross Profit Growth 35% 35% 40% 40% 44% Income taxes paid (12) (33) (17) (29) (50)
Operating Profit Growth 35% 34% 5% 67% 72% Cash generated from operat 350 429 573 961 1,423
Net Profit Growth 37.7% 72.8% 73.3% CFI (83)  (2,051) (65) (87) (98)
Margin Capital expense (18) (46) (65) (87) (98)
Gross Profit Margin 79% 79% 81% 82% 83% Others (65) (2,006) - - -
Operating Profit Margin 19% 19% 15% 18% 22% CFF 30 5889 5 7 10
Net Profit Margin 17% 14% 17% 21% Interest paid (2) (2) 5 7 10
Dividends paid - (5) - - -
Key Ratios Total bond issurance - - - - -
ROE 76.1% -20.6% 4.7% 7.5% 11.8% Others 31 5,896 - - -
ROA 21.4% -16.2% 4.1% 6.4% 9.8% Net Change in Cash 286 4243 490 845 1275
Foreign exchange (1.4) (216.3) - - -
Cash and CE at Y/E 732 4,759 5,249 6,094 7,369

Current Price as of: 8t October

Source: PSHK
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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.
© 2021 Phillip Securities (Hong Kong) Limited
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