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Automobile & Air (Zhangling)

This month | released updated reports of GAC (2238.HK).

One of the characteristics of China's auto market in 2021 is: the market share of
Chinese brands is further increasing. In December 2021, the market share of
Chinese brands in passenger vehicles was 45.7%, a year-on-year increase of 6.2
pts. In 2021, China The brand's market share increased to 42.3%, an increase of
6.4 pts over the whole year of 2020. The reason is that after years of intense
market competition, many Chinese brands have continuously improved their
competitiveness, and finally stood out under the trend of the new four
modernizations of automobiles. Among them, the popularization of new energy
vehicles has contributed greatly. In 2021, new energy vehicles drove the market
share of Chinese brands to increase by 6.2%, and the driving force increased by
3.8 pts year-on-year. In terms of ASP, benefiting from consumption upgrades and
the continuous introduction of new models and new brands, the sales of Chinese
brand passenger vehicles in 2021 will be below RMB 100,000, 100,000-200,000,
200,000-300,000, and above 300,000. The proportions within the range are
48.9%, 42.1%, 5.9% and 3.0%, respectively -6.8/+2.4/+3.2/+1.3 pts compared with
the whole year of 2020. The trend of upgrade is obvious. We suggest to pay
attention to GAC Group, whose brand has an obvious upward trend.

According to the latest sales data, since the fourth quarter, the sales volume of
major automotive joint ventures has climbed month by month, reflecting that the
chip shortage dilemma has been eased month by month. In Oct/Nov/Dec, GAC
Honda sold 75.4/77.7/78.4 thousand units, +4.7%/+3.04%/+0.9% mom and -
13.94%/-9.97%/-3.5% yoy respectively; As for GAC Toyota, it sold 61/85/99
thousand units, +26.29%/+39.34%/+15.9% mom and -15.3%/+9.82%/36.5% yoy.
There was an obvious trend of recovery. Key models, such as Accord, Vezel, Levin,
and Highlander, recorded good sales volume. Automotive joint ventures are
starting a strong product cycle and speeding up the layout of new energy vehicles.
The profitability is expected to rebound with the successive launch of new models,
such as GAC Honda's Integra and e:NP1, and GAC Toyota's Sienna, Fenglanda,
Venza, and bZ4X.

In terms of self-owned brands, GAC's self-owned brands sold 47/50.6/32.2
thousand  units in  Oct/Nov/Dec, +29.8%/+6.8%/-9.6% mom and
+25.4%/+24.7%/+2.2% yoy. Specifically, the sales volume of Trumpchi Empow has
exceeded 10 thousand units for two consecutive months. GAC Aion, a new energy
vehicle brand, had strong terminal demand. Its shipments were second only to
that of Tesla and BYD, and the sales volume has exceeded 10 thousand units for
seven consecutive months. The new second-generation GS8 equipped with THS
was launched in December. Aion LX Plus, which has a super miles range of over
1,000 km, is expected to be launched early 2022. In 2022, GAC Aion will have a
new production capacity of 100 thousand units per year. The proportion of new
energy vehicles is expected to be further increased. Recently, the asset
reorganization and capital increase plan of GAC Aion has been determined, which
will accelerate the launch process. In the future, GAC Aion's net assets will exceed
RMB10 billion, and it will have complete R&D capabilities of new energy pure
electrically-powered vehicles, independent production plant and its own
pipelines. The accumulation of funds and technology and the improvement of
efficiency will help GAC Aion store energy for the development of new energy
vehicles.

We expect that under the trend of accelerating the electric and intelligent layout,
the Company's joint venture brands with Japanese companies will continue to
expand their advantages. Self-owned brands are also expected to open up room
for growth.

Page | 1



. PhillipCapital
Your Partner In Finance
Phillip Securities (Hong Kong) Ltd

Review report

TMT, Semiconductors, Consumer, Healthcare (Eric Li)
This month | released an updated report of JD.com, Inc. (09618.HK).

JD.com, Inc. (JD) operates online retail and marketplace e-commerce businesses, as well
as fulfillment services. For the online retail business, JD sells self-operated products and
thirdparty merchant products through its own online e-commerce platform, and
provides digital marketing services to online retail business suppliers, third-party
merchants and other partners. JD also collaborate with Walmart on e-commerce by
launching Walmart and Sam’s Club Flagship Stores on its platform and providing
fulfillment solutions to them. Through strategic partnership with Dada Group, JD
Logistics to provide customers with on-demand and last-mile delivery services of a wide
selection of grocery and other fresh products through JD-Daojia. JD also explores in the
offline retail market through 7FRESH, an offline fresh food markets, experimenting on
the omni-channel model.

In 3Q21, the revenue was RMB218.7bn, an increase of 25.5% YoY. Despite of weak
consumption and tight supply chain, JD’s growth rate still exceeded the guidance given
previously by the management. The net product revenue during the period was RMB
186 billion, an increase of 22.9% YoY; net service revenue was RMB32.7bn, an increase
of 43.3% over the same period in 2020. The overall gross profit margin decreased by
1.2ppt YoY to 14.2%, mainly because operating costs increased by 27.3% from
RMB147.4bn in the 3Q21 to RMB187.6bn in the 3Q21. Net loss attributable to
shareholders in the 3Q was RMB2.8bn (compared to net profit of RMB7.6 billion in the
same period last year). However, the non-GAAP net profit attributable to shareholders
was RMB5bn, down 9.2% from RMB5.6bn in the same period 2020, and still better than
market consensus.

In Q3, GMV of JD’s omni-channel business grew by nearly 100% YoY. Through further
analysis of online and offline comprehensive data, JD would continue to provide
differentiated products that best suit the needs of potential customers of various offline
franchise stores, and provide customers with a more dynamic and interactive integrated
omni-channel shopping experience.

Non-GAAP NPM was 2.3%, down 0.9ppt from 3Q20, still above market consensus. 4Q21
revenue growth momentum would continue, as double 11 transaction volume in 2021
reached RMB349.1bn, an increase of 28.6% compared with 2020 record of RMB271.5bn.

The competition with other e-commerce platforms such as Alibaba (09988) has
intensified. However, based on the fact that JD's 3Q21 performance exceeded the
previous guidance given, the management also expects that revenue growth would
sustain into 4Q21. Therefore, we expect JD's full-year revenue to grow 29% YoY in 2021,
which is similar to the first three quarters in 2020. Tencent (00700) recently announced
that it will distribute most of its holdings of JD (more than 100bn JD shares, its stake will
drop from 16.9% to 2.3%) as special interim dividend to Tencent’s shareholders. It is
expected that Tencent's decision (distributing JD shares in late March) will cause JD's
share price to suffer technically in the next few months. Thus, JD’s share price has |
geared more toward the downside rather than outperform the market, but we believe
there will be no structural damage to JD's long-term fundamentals.
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Fig 1. Performance of Recommended Stocks

Price on Last

Recomme Month Last Closing
ndation Target Expected Closing Month Price 2M 1M Price
Ticker Company Analyst Date Price Return Price Return ago Chg
20220113 2238 HK  GAC Zl Buy 7.5 10.3 I7.33% 7.56 0.80% 7.69 -1.68%
20220114 9618 HK  JD.com  EL Meutral 305.2 292 -4.33% 2796  -8.39% 274 2.04%

A stock is calculated by RMB yuan.
Source: Phillip Securities Research
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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 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.
© 2022 Phillip Securities (Hong Kong) Limited
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