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COMPANY RESULTS

JD.com (9618 HK)
3Q22: Solid Earnings Beat; 4Q22 Revenue Growth Under Pressure

JD.com’s 3Q22 results were a strong beat with revenue growing 11% yoy to Rmb243.5b,
in line with our and the street’s estimates. Non-GAAP OPM came in at 4.1%, better than
our estimate, supported by solid JD Retail EBIT margin of 5.2% (+1.2ppt yoy). Non-
GAAP net profit came in at Rmb10b, beating the street’s estimate, as a result of
improving operating efficiency. We maintain BUY on JD.com with a higher target price
of HK$297.00 (US$71.00).

3Q22 RESULTS

Year to 31 Dec (Rmbm) 3Q21 2Q22 3Q22 QoQ YoY UOBKH Var Cons Var
Total Net revenue 218,708 267,600 243,535 -9% 11% 241,969 0.6% 243,070 0.2%
Online direct sales 186,008 226,020 197,027 -13% 6% 203,886 -3.4%
Services and Others 32,700 41580 46,508 12% 42% 38,083 22.1%
Gross profits 31,093 35894 36,196 1% 16% 37,379 -32% 35,889 0.9%
GPM 14.2% 13.4% 149%  145bps 65 bps 15.4% (59 bps) 14.8% 9.8 bps
Non-GAAP OP 4,563 5,753 9,817 1% 115% 8,703 12.8%
Non-GAAP OPM 2.09% 2.15% 4.03% 188bps 194 bps 3.60%  43bps
GAAP net income (2,807) 4,376 5,963 36% 312% 5,001 19.2%
Non-GAAP net income 5,048 6,489 10,040 55% 99% 7,246 38.6% 7,120 41.0%
Non-GAAP Net Margin 2.3% 2.4% 41% 170bps 181 bps 3.0% 113 bps 2.9% 119.3 bps
Source: JD.com, UOB Kay Hian
RESULTS

¢ Solid top-line growth momentum continues. JD.com’s (JD) 3Q22 revenue reported a
decelerated growth of 11% vyoy, in line with management’s previously guided range.
Electronics and home appliances sales grew 8% (2Q22: +0%), better than our expectation.
General merchandise’s revenue growth moderated to +3% (2Q22: 8%) due to Jingxi’s
business adjustment as well as the weak discretionary categories within the fast-moving
consumer goods (FMCG) segment, such as cosmetics and liquor. Marketplace and ads
revenue expanded 13% (2Q22: +9%). JD retail's 3Q22 EBIT margin was better-than-
expected at 5.2%, with a positive turnaround at JD Logistics (JDL) (3Q22: +0.7%, 3Q21: -
2.8%) and the new business segment (3Q22: +5.5%, 3Q21: -36.2%). JD’s annual active
customers (AAC) climbed 16% yoy to 588.3m, having net added 7.8m qoq.

Margin overview. Gross margin rose 62ppt yoy. 3Q22 non-GAAP operating income came
in at Rmb9.8b with non-GAAP operating margin expanding by 1.9ppt yoy to 4%, mainly
driven by a higher contribution from the 3P segment; positive contribution and improvement
of operating efficiency from the new business segment and gradual improvement at JDL
attributed to a larger group of external integrated supply chain customers, which accounted
for 70% of the customer mix and achieved a record-high revenue.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2020 2021 2022F 2023F 2024F
Net turnover 745,801.9 951,592.2 1,072,107.2 1,323,805.0 1,516,481.9
EBITDA 19,196.1 14,5481 25,133.3 44,406.8 63,197.3
Operating profit 12,3428  4,141.0 11,967.4 27,9134 43,2449
Net profit (rep./act.) 51,104.1 (3,543.6) 3,693.2 21,592.2 32,225.3
Net profit (adj.) 18,626.6 17,223.1 18,553.4 34,323.0 45,198.9
EPS (Fen) 578.1 553.7 588.9 1,075.7 1,394.7
PE (x) 31.9 334 314 17.2 13.2
P/B (x) 2.8 2.9 2.9 2.6 23
EV/EBITDA (x) 27.7 36.6 21.2 12.0 8.4
Dividend yield (%) n.a. n.a. n.a. n.a. n.a.
Net margin (%) 6.9 (0.4) 0.3 1.6 2.1
Net debt/(cash) to equity (%) (29.8) (28.5) (30.3) (40.5) (49.8)
Interest cover (x) n.a. n.a. 4.7 46.0 227.5
ROE (%) 33.8 n.a. 1.8 10.1 13.4
Consensus net profit - - 18,356 28,032 37,954
UOBKH/Consensus (x) - - 1.01 1.22 1.19

Source: JD.com, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price HK$218.00
Target Price HK$297.00
Upside +36.2%
(Previous TP HK$272.00)

COMPANY DESCRIPTION
JD.com is the leading online direct sales

player in China.
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STOCK IMPACT

¢ Revenue grew rapidly by 39% yoy to Rmb35.8b, with external revenue contribution of as
high as 70%. Excluding the consolidation of Deppon, JDL’s revenue went up 17% yoy.
Revenue from other customers was Rmb17.5b, up 103% yoy due to increased express
delivery and the consolidation of Deppon Group. During 3Q22, JDL's gross margin
expanded by 2.5ppt yoy to 7.4% as a result of: a) refined cost control measures, b) effective
restructuring of customer portfolio (as JDL continues to expand its overseas and cross
border integrated supply chain logistic services to global customers), c¢) higher cost
efficiency driven by rapid growth of economies of scale as revenue ramps up, and d) the
positive impact on gross profit as a result of the consolidation of Deppon Group. Adjusted
net income was recorded at Rmb447m (or 1.2% adjusted net margin).

Near-term outlook. During 11.11, JD delivered gross merchandise value (GMV) growth of
mid-high single-digits, compared with a 10% GMV growth for 6.18. The company provided
subsidies for merchants due to weakness in consumer sentiment, which sequentially eroded
4Q22 net margin. JD guided that the yoy revenue growth from JD retail should be slower in
4Q22 vs 3Q22 of 7%, and overall revenue growth should be lower than in 3Q22 due to the
lockdown disruptions and a high base last year. Around 17% of the regions in China were
under lockdown since end-September, which impacted JD’s logistics network. With
management’s continuous efforts in net margin improvement by adjusting product structure
with a higher percentage of certain progressive products, we expect the company to
generate sustainable growth in gross margins and revenue from the services. Management
mentioned that JD retail will adhere to a few main strategies: a) development of the supply
chain capabilities, b) expansion into the lower tier market, and c¢) building open ecosystem.

Competitive edge developed upon Shop Now launch. In September, JD’s intra-city
business played an active role in supporting the launch of new smartphone models. As the
only on-demand retail platform selected for Apple’s pre-sale, JD Daojia (JDDJ) joined hands
with Shop Now. The platform provides one-hour delivery service, as well as securing
inventory of iPhone14 models from Apple’s authorised resellers. The extension of JD’s and
Apple’s collaboration from online to offline by leveraging JD.com’s proprietary business
model formed a competitive edge for the company against emerging players in the current
intense competitive landscape. The resilience is reflected in the robust sales of Rmb200m in
the first six hours on the opening day. We think this is the competitive edge developed by
the company.

EARNINGS REVISION/RISK

o We lowered our 4Q22 revenue forecast by 4.7%, factoring in the weaker macro environment
given weak demand across various categories and subdued 3P performance of +2% in
2Q22. We raised 4Q22 net profit by 14%, with net margin of 2.4% for 4Q22. For 2022, we
lowered our revenue forecast by 1.2%, representing a 10% yoy growth with adjusted net
margin of 2.6% (2021: 1.8%). We forecast a 17% yoy revenue growth for 2023 and 3% non-
GAAP net margin in 2023 vs 2.6% in 2022.

¢ Risks: Prolonged lockdown measures in China, intensified competition in fresh produce and
the FMCG segment from Pinduoduo, slowing GMV growth.

VALUATION/RECOMMENDATION

o Maintain BUY with a higher target price of HK$297.00 (US$71.00), which implies 0.7x
2022E forward EV/Sales, in line with the company’s historical mean of 0.8x. JD is trading at
0.4x 12-month forward EV/Sales, 0.8SD below its historical mean.

SHARE PRICE CATALYST

o Strong new user growth, b) continued margin expansion with improved operating efficiency,
and c) further extension of logistics services to internal and external customers.

VALUATION

Revenue ToJD
2023E (Rmb) EBITDA EV/EBITDA  To JD (HK$) JD stake (10% discount)  HK$/share
JD Retail 1,151,027 52,947 12x 734,993 Majority 661,493 187
JD Logistics (mkt cap) 111,731 81% 63,351 18
JD Cloud and digital 141,305 37% 47,055 15
JD Health (mkt cap) 56,796 3x (PS) 65,702 67% 39,618 11
Key Investments 49,499 14
Net cash 184,305 184,305 52
SOTP value 1,238,035 1,045,322 297

Source: JD.com, UOB Kay Hian
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PROFIT & LOSS

BALANCE SHEET

Monday, 21 November 2022

Year to 31 Dec (Rmbm) 2021 2022F 2023F 2024F Year to 31 Dec (Rmbm) 2021 2022F 2023F 2024F
Net turnover 951,592 1,051,102 1,232,589 1,410,897 Fixed assets 31,221 39,183 47,876 57,070
EBITDA 14,548 37,574 50,136 73,553 Other LT assets 164,890 164,890 164,890 164,890
Deprec. & amort. 10,407 13,061 15,959 19,023 Cash/ST investment 57,049 59,842 87,911 129,562
EBIT 4,141 24,513 34,177 54,529 Other current assets 173,233 184,906 206,197 226,933
Total other non-operating income (7,546) (3,563) 0 0 Total assets 426,394 448,821 506,874 578,455
Net interest income/(expense) 824 (2,151) (2,638) (2,629) ST debt 0 0 0 0
Pre-tax profit (2,581) 18,799 31,539 51,900 Other current liabilities 207,624 223,501 259,555 293,160
Tax (1,887) (9,049) (6,340)  (10,724) LT debt 0 (3,200) (6,400) (9,600)
Minorities 924 886 0 0 Other LT liabilities 1,618 1,618 1,618 1,618
Net profit (3,544) 10,636 25,199 41,176 Shareholders' equity 200,209 209,959 235159 276,335
Net profit (adj.) 17,223 27,814 37,220 54,402 Minority interest 16,943 16,943 16,943 16,943
Total liabilities & equity 426,394 448,821 506,874 578,455
CASH FLOW KEY METRICS
Year to 31 Dec (Rmbm) 2021 2022F 2023F 2024F Year to 31 Dec (%) 2021 2022F 2023F 2024F
Operating 15,030 27,015 55,921 73,069 Profitability
Pre-tax profit (2,581) 18,799 31,539 51,900 EBITDA margin 15 3.6 4.1 5.2
Tax (1,887) (9,049) (6,340)  (10,724) Pre-tax margin 0.3 1.8 2.6 37
Deprec. & amort. 10,407 13,061 15,959 19,023 Net margin (0.4) 1.0 2.0 29
Associates 1 2 3 4 ROA n.a. 24 53 7.6
Working capital changes 9,091 4,204 14,763 12,869 ROE n.a. 5.2 11.3 16.1
Other operating cashflows 1) 2 ()] (4)
Investing (19,032)  (21,022)  (24,652) (28,218) Growth
Capex (growth) (19032)  (21,022)  (24652)  (28218)  Tumover 276 105 17.3 145
Capex (maintenance) 0 0 1 2 EBITDA (24.2) 158.3 334 46.7
Investments 0 0 0 0 Pre-tax profit (104.9) na. 67.8 64.6
Proceeds from sale of assets 0 0 1 2 Net profit (106.9) na. 136.9 63.4
Others 0 0 @ () Net profit (adj.) (7.0) 615 338 46.2
Financing (25034)  (3200)  (3,200) (32000  EPS 4.2) 57.9 217 329
Dividend payments 0 0 1 2
Issue of shares 0 0 0 0 Leverage
Proceeds from borrowings (25,034)  (3,200)  (3,200)  (3,200) Debt to total capital 0.0 (1.4) (2.6) (3.4)
Loan repayment 0 0 1 2 Debtto equity 0.0 (L5) @7 (35)
Othersfinterest paid 0 0 @ @) Net debt/(cash) to equity (28.5) (30.0) 40.1)  (50.4)
Net cash inflow (outflow) (29,036) 2,793 28,069 41,651 Interest cover (x) na. 175 19.0 28.0
Beginning cash & cash equivalent 86,085 57,049 59,842 87,911
Changes due to forex impact 0 0 0 0
Ending cash & cash equivalent 57,049 59,842 87,911 129,562

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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