SAMTD A%

Equity Research

Dec 3, 2019

/KR
2019 - =FH: fA A P A E RIS IR BAIZEIGK, 2020 FKH Sk /) 56

Earnings Review

HRFENIES: BAEENR LA, LaETHH
INKAAT 2019 FE=FFEWCH 537 Lt AR, FEBEK 55%. FHEHEK

Stock code: 1810.HK
Rating: Buy

3.3%, m T WpHill. =FEEAIEN 82 [Zu AR T, R 25.2%. #tt

MK 13.5%: BRISRE LK, M 19 45 BIE 14%% 18 4=z Price target (HK$) 22.0
12.9% 15 15.3%, B0 TAFAIOFE AN L7t A fERp ki 5G iy _Curentpice (HKS, 20 Aug 019 B
oAt HL, ARAFEGRBHIFALL 17h 32.5%, BFR S Sl epI b R ree 575 203
ANZRFEI 3% T4 3.8%. AR BRI 554 5 v I (35 R ik 2 354270 AR, Market cap (US$ m) 27,490
A EEig K 20.3%, FRLLFFE 4.5%. FATIAN, FE/ANKEME I EAFE B, LR Avg daily turnover (HK$ m) 826
B 75 S LB DA AR & T TH FIRF 83 K A/ INKAE 5G IHRZE R FTE R 1) Source: Bloomberg, AMTD Research
ey Juis U\ TP =
O, PRI 5 T 0 4SS e B il Key forecasts
HRTH: BTSN 2020 £ 56 MARE (Rmb m) 018 201%  2020e
e WIAE 4G 115G T8, IRRF T R M0F( Bk, —Jrihscgs  MoERSnelpoll B TR0 1A%
THETSHHHM R, H5—J7m, WRNACKIEREEH 56 B SHF 718 Revenue 174915 206,939 255,457
Ho ANKITRIZE 2020 4E4EH 10 3K 5G H#idl, LIATE 5G BAREFIZF BT 50 yoy % 53%  18% 23%
Bl MFAMEER R T E I . IRYE IDC B TR, Smartphone 119 128 146
TN S, ANKEL 27. 1% A MK IR s — 1. [, SRS E S“'Pm;"“"‘) T
E RIS A O R T, BARBE, KRB BRI IORIA 321077 Ghes rmara T T
&, AT 4%, FREFEF. NN 323124, 3EL ETF 0.8%. 535 TiEtErZ _
WG, BRI M R 8.1% |- TH 7 9%, Non-IFRS net margin  4.9% 5.6% 5.6%
EPS 053 048 0.55
VIR B ARV B AR R I Re LIRS K, B AR R T SR A DI
BRGNS S 156 /LT AR, [FIEIGK 44.4%. FFHIEK 4.4% BEERM oy a6on
4k PRk 310 /16y, KK 59.8%, LA 16.9%01 iz @il (R [ % 2018 2019 20200
A WRHIBFEMN FZER 11.2% AR 12.8%. FATAHEFRRL ET- PJE (adjusted) 235 165 134
FBHFBFREE N A RS LA EARS AR R LS, PIS 11 0.9 0.7
/NKT 2019 4F 10 H RAT T /KUK, FrEdh KK M= G . Bt AloTF ROE 8.6% 14.9%  15.6%
Gk, IEREHIFHE AloT 1 & K &3 R g K 62%3) 2.13 125 - ROA 7.3% 7.5% 7.9%
Source: Bloomberg, AMTD Research
HEEMARS: SRRHA/NKE SRR
= RS ORI L K 12.3%. FRHEHIK 15.9%% 53 (27 AT, i Share price performance
JUEE SRR 2 B MR R A, R B 9%, HAGRE &RtRHE AN K (HKS)
A LE I LR AR S IR LS K 56.8%, KRS, BRIRBMTEE 250
62.9%. /K MIUI RGHTERA P EOEE] 2.916 12, K 29.9%. FLLIEEK 59
4.6%. FRATHE, CLHER RETFHUAIPIIREIN B 5 76 P IO REPF 1 4% ) 20 3 R0 BT .
AWK, AR IR 25 KRR SR R SR ALE I8 . '
10.0
PRPENFH, Hirti 22.0 78 GGHBHRTBRMNE 146% L7228 5.0
FA RS DCF KRG H 2020 4 12 HEEK 22.0 #EcH) HFR&, BUE 13.4%H1 00
A A [ 3% A o Ju18  Nov-18 Mar-19 Ju-19  Nov-19
Source: Bloomberg
Michelle Li
Analyst
+852 3163 3383
Michelle.Li@amtdgroup.com
Brian Li
Analyst
+852 3163 3384

Brian.Li@amtdgroup.com

Please contact AMTD Global Markets Limited at (852) 3163 3288 for further product information.

Please read the Important Disclosures and General Disclosures on Pages 8 and 9.



Dec 3, 2019

Focus charts

Xiaomi Corporation

Figure 1: Xiaomi revenue growth

Figure 2: Xiaomi non-IFRS net profit
grew by 72%

Figure 3: Xiaomi non-IFRS net margin
expanded strongly
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Figure 7: loT and life style revenue

Figure 8: Internet service revenue

Figure 9: Overall hardware gross margin
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Figure 10: MIUI MAU continued to
expand

Figure 11: Xiaomi internet service
ARPU trends

Figure 12: Operating efficiency was
maintained at high level
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Figure 13: Xiaomi’s quarterly P&L
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Yoy growth %
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loT and lifestyle products
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Advertising
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1,955
4
1,952
1,680

15%

5%
44%
16%
-1%
44%

2%
28%
72%
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Figure 14: Xiaomi’s P&L forecast

Rmb m 2016 2017 2018 2019E 2020E

Profit & loss

Revenue 68,434 114,625 174,915 210,094 259,179
Smartphones 48,764 80,564 113,800 126,659 149,462
loT and lifestyle products 12,415 23,448 43,817 63,101 84,061
Internet services 6,538 9,896 15,956 18,857 24,105

Advertising 3,838 5,614 10,100 10,302 12,363
IVAS 2,699 4,282 5,853 8,555 11,743
Others 77 77 1,343 1,477 1,551

Cost of sales (61,185) (99,471) (152,723) (181,472) (223,204)

Gross profit 7,249 15,154 22,192 28,622 35,975

Gross margin 10.6% 13.2% 12.7% 13.6% 13.9%

Operating expenses (6,053) (9,599) (25,869) (18,908) (24,104)
Selling and marketing expenses (3,022) (5,232) (7,993) (9,244) (11,663)
Administrative expenses (927) (1,216) (12,099) (2,521) (3,369)
R&D expenses (2,104) (3,151) (5,777) (7,143) (9,071)

EBIT 1,196 5,555 (3,677) 9,714 11,871

Fair value changes on investments 2,727 6,371 4,430 1,000 1,000

Share of losses of investments (150) (231) (615) (200) (200)

Other income 540 449 845 300 300

Other (losses)/gains, net (528) 72 213 - -

PBT 1,176 (41,829) 1,196 11,075 13,323

Income tax expenses (684) (2,060) (449) (1,838) (2,205)

(Loss)/profit for the year 492 (43,889) 13,478 9,237 11,118

Minority interest (62) (63) (76) (84) (92)

Attributable profit 553 (43,826) 13,554 9,321 11,210

Adjusted net profit (non-IFRS) 1,896 5,362 8,555 11,178 13,747

Yoy growth %

Total revenue 2% 67% 53% 20% 23%
Smartphones -9% 65% 41% 11% 18%
loT and lifestyle products 43% 89% 87% 44% 33%
Internet services 102% 51% 61% 18% 28%

Advertising 111% 46% 80% 2% 20%
IVAS 90% 59% 37% 46% 37%
Others -39% 0% 87% 10% 5%

Gross profit 169% 109% 46% 29% 26%

(Loss)/profit for the year (reported) na na na -31% 20%

Adjusted net profit (non-IFRS) na 183% 60% 31% 23%

Source: Company data; AMTD estimates
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Figure 15: Xiaomi key operating matrix

Operating matrix 2016 2017 2018 2019E 2020E
Revenue mix
Smartphones 71.3% 70.3% 65.1% 60.3% 57.7%
loT and lifestyle products 18.1% 20.5% 25.1% 30.0% 32.4%
Internet services 9.6% 8.6% 9.1% 9.0% 9.3%
Advertising 5.6% 4.9% 5.8% 4.9% 4.8%
IVAS 3.9% 3.7% 3.3% 4.1% 4.5%
Others 1.0% 0.6% 0.8% 0.7% 0.6%
Smartphone shipment (million) 55 91 119 130 148
yoy % -17% 65% 30% 9% 14%
Smartphone ASP (Rmb) 880 881 959 976 1,012
yoy % 9.0% 0.2% 8.8% 1.8% 3.6%
loT and lifestyle product sales per smartphone 224 257 308 486 569
yoy % 71.5% 14.5% 20.0% 58.0% 17.0%
loT and lifestyle product sales per MIUI MAU 92 137 181 218 236
yoy % 18.9% 49.1% 32% 20% 8%
End-of-the-period MIUI MAUs (millions) 135 171 242 290 357
yoy % 20% 21% 42% 20% 23%
Internet ARPU (Rmb) 49 58 66 65 68
yoy % 68% 19% 14% -1% 4%
Gross margin for hardware (%) 4.4% 8.7% 7.3% 8.5% 8.7%
Gross margin for internet services segment (%) 64% 60% 64% 65% 64%
Advertising 86% 82% 82% 90% 90%
IVAS 34% 32% 30% 35% 35%
Non-IFRS net margin (%) 2.8% 4.7% 4.9% 5.3% 5.3%
Operating margin (reported) 5.5% 10.7% 0.7% 5.1% 5.0%
Operating expense to revenue % 8.8% 8.4% 14.8% 9.0% 9.3%
Cash conversion cycle (days) -35 -38 -36 -35 -35
Net cash/ (net debt) 9,663 8,986 28,794 40,434 23,969

Source: Company data; AMTD estimates
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Figure 16: Valuation comparison table (1) - Global smartphone and home appliance companies

Code Company Price Mkt Cap PE (x) EPS g (%) PIS (x) |EVIEBITDA | EVIEBIT
Curr.  20-Aug (US$ m) [2018e 2019e 2020e| 2018e 2019 2020e (2019 2020e|2018e 2019¢[2018e 2019e

China smartphones & home appliances

992 HK equity Lenovo HKD 5.6 8,593 JAN/A 143 105 (141.8) 400.0 357 02 02114 60| 295 101
000333 CH equity Midea CNY 51.5 50,595 | 16.6 149 131 168 120 137 13 12139 125|167 147
000651 CH equity Gree CNY 52.8 449981 11.9 115 104 172 57 10515 14| 69 66| 74 73
600690 CH equity Haier CNY 15.5 13,696 | 12.6 11.7 104 6.5 92 125| 05 04| 85 7.8/( 109 9.7
1169 HK equity ~ Haier Electronics ~ HKD 18.5 6,621 122 102 100] 124 201 201 05 05| 61 57| 68 67
000921 CH equity Hisence Kelon CNY 11.0 1,876 | 10.5 93 81| (31.3) 164 148 04 03| 67 52| na na
000521 CH equity Meiling CNY 3.3 466 | 37.0 555 27.8| 194 622 1000 02 0.2 na na | na na
Average 16.8 182 129 (9.8) 673 253| 06 06| 89 73| 143 97

China kitchen & small appliance

002508 CH equity Robam CNY 24.8 3335 156 145 129 06 103 125] 29 26126 120( 132 129
002035 CH equity Vati CNY 10.1 1,257 13.0 113 96| 321 146 175| 14 12| 88 78| 96 88
002242 CH equity Joyoung CNY 21.3 2,316 21.7 194 168 100 110 151| 1.8 15| 191 169]| 19.4 1838
002032 CH equity Supor CNY 68.7 7994 | 344 288 245| 276 166 17.8| 28 24| 266 225|286 21.8
603868 CH equity Flyco CNY 36.6 2,259 | 17.9 170 155 1.0 108 95|37 134|122 122 na. na
603355 CH equity Kingclean CNY 20.0 1,137 16.8 146 126 154 308 153] 13 11|11 85| na na
Average 199 17.6 153 145 157 146 23 20151 13.3| 17.7 15.6
China TV

751 HK equity Skyworth Digital ~ HKD 2.0 792 | 125 6.0 48| (59.9) 8.1 246 01 01] 72 41| 144 na
1070 HK equity ~ TCL Mulimidea ~ HKD 35 1,041 8.4 7.8 6.8 (234) 219 147|102 01| 1.8 17| 21 2.1
600060 CH equity Hisence CNY 7.7 1429 97 141 143 (58.3) 823 (1.6)] 0.3 03| 90 93| na na
Average 10.2 9.3 87| (47.2) 641 126| 02 02| 60 50| 82 21

Global automation

6954 JP equity ~ Faunc JPY  18,180.0 35029 | 19.2 238 385 425 (153) (40.4)[ 59 6.6 120 16.2| 13.8 205
6506 JP equity ~ Yaskawa Electic JPY  3,475.0 8,653 | 228 206 29.8| 95.0 44 (25.8)] 1.9 20137 140( 167 179
KU2 GR equity ~ KUKA EUR 38.2 1684 26.3 446 20.7| (854) 1628 1158 0.5 04| na. na. | na  na.
ABB US equity ~ ABB usb 18.5 40,089 | 16.7 184 147 na. na 251 14 14117 147] 164 194
300024 CH equity Siasun Robotics ~ CNY 15.1 3,334 | 447 427 356 40 226 20.1)| 6.5 54401 351|478 423
Average 26.0 300 279 140 436 189 3.2 3.2|194 200 23.7 25.0

Global smartphones & home appliances
AAPL US equity  Apple usb 2104 | 950,655 | 17.8 181 165| 289 (1.90 98| 37 35105 113|126 134
005930 KS equity Samsung Electronic KRW 44,450.0 | 219,643 6.6 141 11.0| 148 (57.1) 282 12 11| 22 36| 3.1 7.3
066570 KS equity LG Electronics KRW  60,800.0 8182| 68 95 65| (28.1) (163) 457 02 01| 40 40| 64 7.8

6758 JP equity ~ Sony JPY 5,965.0 70,973 [ 154 91 139 568.7 86.3 (40.8) 09 09 67 59 98 84
6752 JP equity ~ Panasonic JPY 817.7 18,864 | 9.3 78 97| 573 204 (31.0) 0.2 03| 49 45| 86 7.9
WHR US equity ~ Whirlpool usb 137.2 8,714 9.4 9.0 82| 103 - 100 04 04 81 80( 122 115
ELUXB SS equity Electrolux SEK 221.7 7266 143 143 116 (16.2) (49 231|105 05| 7.7 73] 123 127
AOS US equity ~ AO Smith usb 46.2 75921 180 194 172 203 (9.0) 133] 25 24| 11.6 124|131 na
SK FP equity SEB EUR 135.8 7,580 16.3 154 13.8 96 (0.1) 11.2| 09 09 11.0 104 ]| 141 132
5947 JP equity  Rinnai JPY 6,720.0 3,194 150 171 16.2 (44) (29 18|10 10| 45 48| 59 na
Average 129 134 125] 66.1 15 7411 11| 74 72| 98 103

Priced as of 20 Aug 2019; Source: Bloomberg, company data, AMTD
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Figure 17: Valuation comparison table (2) - Global internet companies

Code

China Internet
BABA US equity
700 HK equity
BIDU US equity
JD US equity
NTES US equity
CTRP US equity
WB US equity
WUBA US equity
ATHM US equity
SINA US equity
YY US equity
VIPS US equity
2858 HK equity
MOMO US equity
BITA US equity
FANG US equity
BZUN US equity

Average

Company

Alibaba
Tencent
Baidu
JD.com
Netease
Ctrip
Weibo
58.com
Autohome
Sina

YY
Vipshop
Yixin
Momo
Bitauto
Fang

Baozun

Average ex-Tencent

Leading golobal Internet

FB US equity

Facebook

GOOGL US equity Google

AMZN US equity

Average

Amazon

Curr.

usb
HKD
usb
usb
usb
usb
usD
usb
usb
usb
usb
usb
HKD
usb
usb
usD
usb

usb
usb
usb

Price

20-Aug

177.2
333.4
108.7
31.4
249.1
35.3
42.2
55.2
85.3
42.3
56.6
8.6
1.6
33.0
11.3
99.3
50.1

183.8
1,183.5
1,801.4

Mkt Cap
(US$ m)

461,379
406,157
38,054
45,684
31,876
19,516
9,494
8,201
10,065
2,937
4,579
5,749
1,283
6,843
794
16,187
2,807

524,401
820,346
891,063

Non-GAAP

PE (x) EPS 3yr% PE/G (x)
2018e 2019e|2018e-2020e| 2018e 2019
374 341 26.4% 19 17
375 304 294%( 24 19
1.9 255 175% 33 7.2
1422 377 48.9%| 29 08
2712 214 21.0% 1.3 1.0
332 255 35.7% 1.3 1.0
16.0 15.7 39.2% 1.0 1.0
215 203 31.7% 1.0 09
246 211 22.3% 12 11
14.3 16.9 453%| na. na
82 137 18.4%| 04 0.6
152 11.0 28.7% 19 14
284 19.8 122.6%| na. na.
14.8 127 244%| 06 05
88 83 29.3%| na.  na
15.2 139 46.9%| 09 08
576 371 48.2%| 108.6  70.0
302 215 374% 9.2 64
298 21.0 37.9% 9.7 6.7
216 207 13.8% 1.1 11
21.8 19.2 14.2% 1.7 15
62.5 54.7 35.2% 14 12
353 315 211%| 14 13

PIS (x)

2019e 2020e

8.7 6.4
7.5 6.0
25 22
0.6 0.5
2.9 2.5
3.7 3.2
5.2 4.6
3.7 3.2
8.2 71
1.3 1.2
1.3 1.0
0.5 0.4
1.6 1.5
2.9 2.5
0.5 0.4
3.9 3.0
2.8 21
3.4 2.8
3.2 2.6
7.5 6.1
6.2 5.3
3.2 2.7
5.6 47

EV/IEBITDA

2018e 2019

296 262
215 217
8.7 188
71 23.2
212 135
394 239
13.7 131
188 164
206 17.2
6.1 5.8
5.9 9.3
10.2 6.7
1143 532
1.5 103
245 224
13.6 6.8
439 28.0
28.6 18.6
28.7 184
14.7 130
142 121
2718 221
18.9 157

Priced as of 20 Aug 2019; Source: Bloomberg, company data, AMTD
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IMPORTANT DISCLOSURES

AMTD Investment Ratings

Overweight Industry sector expected to outperform the market over the next 12 months
Neutral Industry sector expected to perform in-line with the market over the next 12 months
Underweight Industry sector expected to underperform the market over the next 12 months

Buy Stock with potential return of over 20% over the next 12 months

Hold Stock with potential return of -20% to +20% over the next 12 months

Sell Stock with potential loss of over 20% over the next 12 months
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account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred
toin this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance.
Future returns are not guaranteed and a loss of original capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof
and are subject to change without prior notification. AMTD, its group companies, or any of its or their directors or employees
(“AMTD Group”) do not represent or warrant, expressly or impliedly, that the information contained in the research report is
correct, accurate or complete and it should not be relied upon. AMTD Group will accept no responsibilities or liabilities
whatsoever for any use of or reliance upon the research report and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not
limited to, any warranties of merchantability of fitness for a particular purpose or use. Third party content providers shall not be
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit
ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal

as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of
issuers or securities mentioned herein; (i) AMTD may take part or make investment in financing transactions with, or provide
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other services to or solicit business from issuer(s) of the securities mentioned in the research report; (iii) AMTD may make a
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD may have served as manager or
co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking
services, or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as,
Chinese Wall maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or

redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets
Limited.
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