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Alibaba

Undervalued relative to technological
capabilities

Positive medium/long-term outlook intact; retain Buy rating and TP of HK$142

We maintain our Buy rating and target price of HK$142 on Alibaba. While costs tied to
quick commerce will likely pressure near-term earnings, synergies with existing e-
commerce operations are already visible, and related earnings should improve over
time as scale effects materialize. Meanwhile, Alibaba has released and open-sourced
frontier-level foundation models, and it is reportedly developing its own Al inference
chip. While these technological developments should have a limited impact on near-
term earnings, they have the potential to enhance corporate value over the medium to
long term. Shares could remain volatile in the short term due to the slow pace of the
earnings recovery, but we believe the stock appears undervalued relative to the firm’'s
world-class technological capabilities.

As the AI chip reportedly under development is still in the testing stages, its
performance remains to be seen. That said, inference chips have relatively low entry
barriers, and recent market developments—such as Nvidia's move to provide CUDA
support for RISC-V-based chips developed by Chinese firms, along with improving
results at companies like Cambricon—suggest meaningful potential. With the current
semiconductor shortage constraining cloud revenue growth, broader availability of
Chinese-made chips could accelerate growth in Alibaba’s cloud intelligence business.

Earnings review: Cloud strength vs. widening e-commerce losses

For 1QFY26 (ended Jun. 30, 2025), revenue grew 2% YoY (10% YoY excluding revenue
from divested businesses). However, higher logistics and marketing expenses tied to
the expansion of quick commerce offset reduced losses in international digital
commerce and growth in the cloud intelligence segment, leading to a 14% YoY decline
in EBITA. By business, China e-commerce revenue rose 10% YoY, but EBITA fell 21% YoY.
International digital commerce revenue climbed 19% YoY, and the business moved
closer to breakeven. Cloud intelligence revenue exceeded expectations, rising 26% YoY,
and EBITA margin improved to 8.8%.

During the conference call, Alibaba said that the quick commerce segment was
delivering results faster than expected. While the business is incurring initial losses due
to spending on marketing and logistics, management expects profitability to improve
over the medium/long term as economies of scale and customer mix improvements
take hold. The firm also emphasized that quick commerce creates strong synergies with
its broader e-commerce business, and it plans to continue investing in the segment.

(Mar.) FY2024 FY2025 FY2026F FY2027F FY2028F
Revenue (CNYbn) 941.2 996.3 1,032.0 1,143.3 1,272.5
OP (CNYbn) 1134 141.0 155.0 1853 208.3
OP margin (%) 12.0 142 15.0 16.2 164
NP (CNYbn) 713 126.1 1443 161.6 1836
EPS (CNY) 39 6.7 8.6 101 122
ROE (%) 7.2 123 128 127 126
P/E(X) 26.6 155 121 103 85
P/B (x) 2.1 20 17 14 1.2

Note: Under GAAP
Source: Company data, Mirae Asset Securities Research estimates
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Table 1. Earnings and forecasts

September 1, 2025

(CNYmn, %)

1QFY25 2QFY25 3QFY25 4QFY25 | 1QFY26 2QFY26F 3QFY26F 4QFY26F | FY2025 FY2026F FY2027F FY2028F

Revenue Total 243236 236,503 280,154 236,454 | 247,652 241,191 298430 244,751 | 996347 1,032,025 1,143290 1,272,550
Chinae-commerce | 113373 98994 136,091 101369 | 140,072 128,692 176,918 131,780 | 449,827 577,462 623,659 673,552

Intldigital commerce| 29,293 31,672 37,756 33579| 34741 37373 44552 39,623 | 132300 156289 184421 217,617

Cloud intelligence 26549 29610 31,742 30,127| 33398 37013 39678 37,659 | 118,028 147,747 184,683 230,854

Other 74021 76227 74565 71379| 39441 38114 37283 35690 | 296,192 150,527 150,527 150,527

Grossmargin  Total 40 39 42 38 45 43 47 45 40 45 45 44
EBITA Total 45035 40561 54853 32616| 38844 37459 55268 43,239 | 173,065 154,954 185286 208,287
EBITAmargin  Total 19 17 20 14 16 16 19 18 17 17 18 19
China e-commerce 43 45 45 41 27 28 30 32 44 29 32 33

Intl digital commerce -13 9 -13 -1 0 0 0 0 -1 0 1 2

Cloud intelligence 9 9 10 8 9 10 10 9 9 10 1

Other 3 5 6 -1 6 5 5 -8 6 6 6 6

Note: The China e-commerce division was reorganized in 1QFY26.
Source: Company data, Mirae Asset Securities Research

Figure 1. Global frontier model rankings

Figure 2. Revenue of Cambricon (Chinese fabless company)
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Figure 3. Cloud intelligence revenue and EBITA margin Figure 4. 12-month forward EPS and P/E trends
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Source: Bloomberg, Mirae Asset Securities Research
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Income statement (summarized)

September 1, 2025

Balance sheet (summarized)

(CNYmn) FY2025 FY2026 FY2027 FY2028 (CNYmn) FY2025 FY2026  FY2027 FY2028
Revenue 996,347 1,032,025 1,143,290 1,272,550 Current assets 730,195 510,866 547,483 608,088
Cost of revenue 598,285 565524 626,450 707,949 Cash & equivalents 428,093 360815 325590 289462
GP 398,062 466,501 516,841 564,601 AR & other receivables 30686 36453 39828 43407
Operating expenses 257,071 311,547 331,554 356,314 Inventory 25460 24,066 26659 30,127
oP 140,991 154,954 185,286 208,287 Other current assets 245956 89,533 155407 245,092
Non-operating profit -14550 -18868 9466 -12911 Non-current assets 1,130,178 1,395,308 1,513,256 1,624,876
Pretax profit 155,541 173,822 194,753 221,198 PP&E 203,348 462,710 576,710 684,710
Tax 35445 29550 33,108 37,604 LT investments 356,818 357,818 358,818 359,818
NP 126,062 144,272 161,645 183,594 Other non-current assets 570,012 574,780 577,728 580,348
Non-controlling interest 4,133 -11,431 -12807 -14,546 Total assets 1,860,373 1,906,173 2,060,739 2,232,964
Attr. to owners of the parent 129,556 155,703 174,452 198,140 Current liabilities 435,346 411,494 454312 517,746
AP & other payables 344,175 301,341 338,115 388,866
Growth (YoY) Short-term debt 22,562 25,268 26,479 28,663
FY2025 FY2026 FY2027 FY2028 Other current liabilities 68,609 84885 89,719 100217
Revenue 5.9% 36% 108%  11.3% Non-current liabilities 278775 313577 286,213 233,224
GP 20%  -55% 108%  13.0% Long-term debt 208141 171,316 173316 175316
oP 122% 172% 10.8% 9.2% Other non-current liabilities 70,634 142,261 112897 57,908
NP attr. to owners of the parent 64%  21.2% 6.4% 7.5% Total liabilities 714121 725,071 740,526 750,969
Capital stock 1.0 1.0 1.0 1.0
APIC 381,379 381,379 381,379 381,379
Margins Retained earnings 645478 784,497 946,259 1,130,724
FY2025 FY2026 FY2027 FY2028  AOCI 19,329 1,009 3,563 8,949
Gross margin 40.0%  452% 452% 444% Non-controlling interest 68,535 57,104 44,297 29,751
OP margin 142% 150% 162%  164% Total equity 1,090,106 1,181,102 1,320,213 1,481,994
Net margin 13.0% 151% 153% 156%  Total liabilities & equity 1,804,227 1,906,173 2,060,739 2,232,964
Cash flow statement (summarized) Key valuation metrics/ratios
(CNYmn) FY2025 FY2026 FY2027 FY2028 FY2025 FY2026 FY2027 FY2028
Operating cash flow 157,660 157,328 184,231 208,506 P/E (x) 155 121 103 85
NP 126,062 144,272 161,645 183,594 P/B (x) 20 17 14 1.2
Depreciation & amortization 29,747 19,856 26,000 32,000 EV/EBITDA (x) 14 15 13 13
Chg. in working capital 0 4604 -1,218 -4893 EPS (CNY) 6.7 8.6 10.1 122
Other 2219% -219% 219  -2,196 BPS (CNY) 529 62.0 741 894
Cash flow from investing activities  -187,109 -209,170 -191,737 -212,671 AR turnover (x) 325 283 287 293
Capex -85,972 -143,676 -140,000 -140,000 Inventory turnover (x) 39.1 429 429 422
Chg. in LT financial assets 0 1,000 1,000 1,000 AP turnover (x) 29 34 34 33
Other -101,137 66494 -52,737 -73,671 ROA (%) 6.8 76 7.8 8.2
Cash flow from financing activities -505 -505 -505 -505 ROE (%) 123 12.8 127 126
Chg. in finandial liabilities 0 2706 1,210 2,184 ROIC (%) 219 229 230 223
Chg. in equity 0 -16684 -12689 -13,675 Debt-to-equity ratio (%) 65.5 614 56.1 50.7
Dividends 28870 4228 3967 3,768 Current ratio (%) 167.7 124.1 1205 1174
Other -76215  -1,687 -16207 -20,239 Net debt-to-equity ratio (%) -181 -139 95 5.8
FXimpact 95 4000 -4,000 -4,000
Chg.in cash -75,829 67,278 -35225 -36,127
Beginning balance 571,029 428,093 360,815 325,590
Ending balance 495,200 360,815 325,590 289,462

Source: Company data, Mirae Asset Securities Research estimates
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Appendix 1

Disclosures
As of the publication date, Mirae Asset Securities Co., Ltd. and/or its affiliates do not have any special interest in the subject company and do not own 1% or more of the
subject company's shares outstanding.

Analyst certification
The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean

securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst
responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about any
and all of the issuers and securities named in this report and (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly related to
the specific recommendations or views contained in this report. Mirae Asset Securities Co., Ltd. (“Mirae Asset Securities”) policy prohibits its Analysts and
members of their households from owning securities of any company in the Analyst's area of coverage, and the Analysts do not serve as an officer, director,
or advisory board member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or any other
benefits from the subject companies in the past 12 months and have not been promised the same in connection with this report. Like all employees of Mirae
Asset Securities, the Analysts receive compensation that is determined by overall firm profitability, which includes revenues from, among other business
units, the institutional equities, investment banking, proprietary trading, and private client divisions. At the time of publication of this report, the Analysts do
not know or have reason to know of any actual, material conflict of interest of the Analyst or Mirae Asset Securities except as otherwise stated herein.

Disclaimers

This report was prepared by Mirae Asset Securities, a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange. Information
and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been independently
verified and Mirae Asset Securities makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness, or
correctness of the information and opinions contained herein or of any translation into English from the Korean language. In case of an English translation
of a report prepared in the Korean language, the original Korean language report may have been made available to investors in advance of this report.

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject Mirae Asset
Securities or any of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
Mirae Asset Securities by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or
needs of individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained
herein are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income
from them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future
returns are not guaranteed, and a loss of original capital may occur. Mirae Asset Securities, its affiliates, and their directors, officers, employees, and agents
do not accept any liability for any loss arising out of the use hereof.

Mirae Asset Securities may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report.
The reports may reflect different assumptions, views, and analytical methods of the analysts who prepared them. Mirae Asset Securities may make
investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset Securities, its affiliates, and their
directors, officers, employees, and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or
offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either
as principals or agents. Mirae Asset Securities and its affiliates may have had, or may be expecting to enter into, business relationships with the subject
companies to provide investment banking, market-making, or other financial services as are permitted under applicable laws and regulations.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of Mirae Asset Securities. For further information regarding company-specific information as it pertains to the representations and disclosures in
this Appendix 1, please contact compliance@miraeasset.us.com or +1 (212) 407-1000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.
United States: Mirae Asset Securities 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 report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of
FINRA/SIPC, to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities
Exchange Act of 1934, as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a major U.S.
institutional investor and have not received this report under any express or implied understanding that they will direct commission income to Mirae Asset
Securities or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed herein should contact and place
orders with Mirae Asset Securities (USA) Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., subject to the
terms hereof, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should any recipient of
this research report effect any transaction to buy or sell securities or related financial instruments through Mirae Asset Securities. The securities described
in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to
U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong SAR: This report is distributed in Hong Kong SAR by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and
Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong SAR. This report is for distribution only
to professional investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong SAR (Cap. 571, Laws of Hong Kong
SAR) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong SAR to any person.

India: This report is being distributed by Mirae Asset Capital Markets (India) Private Limited (‘“MACM") in India to the customers based in India and is personal
information only for those authorised recipient(s). MACM is inter alia a Securities and Exchange Board of India (“SEBI") registered Research Analyst in India
and is not registered outside India. MACM and Mirae Asset, Korea are group entities. MACM makes no guarantee, representation or warranty, express or
implied, as to the fairness, accuracy, completeness or correctness of the information and opinions contained herein. The user assumes the entire risk of any
use made of this information. This report has been provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. Recipient must read the entire Appendix 1 to the report carefully for Important Disclosures & Disclaimers.
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All other jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Mirae Asset
Securities or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Mirae
Asset Securities and its affiliates to any registration or licensing requirement within such jurisdiction.
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