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Buy Trade — Position Open
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Investment Action

We are bullish on BABA on the growth of adoption of its YunOS and its integration with
other BABA services like Cloud or Alipay. The growth of China’s loT market is expected to
be exponentially large, and BABA through their YunOS has positioned themselves very
well to take advantage of that growth. Strong growth coupled with a strong balance
sheet makes us believe BABA to be a compelling investment.

At the end of 2016, Alibaba’s YunOS overtook Apple’s iOS to become the second largest OS
by market share in China. With close to 100 mn units shipped, BABA’s YunOS will have
taken a 14% market share of smartphone shipments in Mainland China. YunOS devices,
thanks to lower prices, have been surging in popularity in Tier-4 or smaller cities. Adoption
rate rose to 54% in such cities, compared to the 9% adoption rate in Tier-1 cities like Beijing
and Shanghai.

BABA'’s YunOS was built to be a cloud-based Operating System, able to run on a myriad of
devices, not just smartphones. As BABA targets the growing Internet of Things (loT) market
in China, the growing usage of its YunOS is not to be underestimated. China’s loT market is
expected to have a CAGR of 19% and exceed revenue of USD 248 bn by 2020, and the
smartphone is the expected way for many of the loT devices to be operated through.

BABA partnered with China’s largest automaker, SAIC Motor, to launch their first internet
connected smart car in July 2016, with the car powered by the YunOS. Through the YunOS,
the driver is able to use voice commands to perform actions from as basic as opening and
closing windows, control navigation systems to as complex as making mobile payments and
restaurant bookings through the car. The car can even do payments for fuel or other things
ordered by the driver through BABA’s Alipay system. YunOS powered refrigerators, which
work through BABA’s Cloud system are able to place orders for food and groceries online
via BABA’s Tmall. Besides the China market, BABA also partnered with Japan’s Sharp to
install YunOS on their smart televisions, Lenovo for their set-top boxes, and are developing
YunOS powered tablets with HP Inc and Intel.

Key Points:

o Technicals. BABA has been moving in an uptrend since February 2016 where price
continued to form a series of higher highs and higher lows. However, a correction
of 21% took place after buyers failed to clear above the 110.00 round number
resistance area in September 2016.

The longer term uptrend remains intact though as the 86.42 resistance turned
support area halted the recent correction firmly. Moreover, the strong bullish
break above the downtrend line and 20 week moving average on the week ended
6 January 2017 suggests price is ready to head into the next wave higher. Expect
the price to turn back into the long term uptrend next for price to test the 101.20
resistance area followed by 109.00. Wait for the bullish follow through above the
6 January 2017 week high of 94.81 to be triggered before getting into the trade as
we want the bullish momentum to provide us the tail wind.
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KEY FINANCIALS

CNY BN FY13 FY14 FY 15 FY 16
Revenue 345 525 762 011
EBITDA 19 26.6 286 39.1
NPAT (adj.) 85 231 9.3 236
EPS (adj) 362 0.01 7.76 9.22
PER, x (adj) - - 200 62
PIBV,x - - 37 34
DPS (USD)

Div Yield, % 00%  0.0% 0.0% 0.0%
ROE, % 0% 0% 28% 39%

Source: Company Data, PSR est.

Ho KangWei (+6562121855)
hokw@phillip.com.sg

Jeremy Ng (+6562121857)
jeremyngch@phillip.com.sg

Page | 1 | PHILLIP SECURITIES RESEARCH (SINGAPORE)
MCI (P) 118/10/2015
Ref. No.: US2017_0001


http://www.scmp.com/business/companies/article/1986325/saic-alibaba-launch-internet-connected-car-aimed-chinese-mass
http://allchinatech.com/alibaba-and-midea-launch-a-smart-refrigerator/
http://www.chinapost.com.tw/taiwan-business/2016/10/15/481151/Hon-Hai.htm

P e ey hr] TRADING NOTE & PhillipCapital

BABA weekly chart Resistance 1: 101.20
Resistance 2: 109.00

Support 1: 87.55
Support 2: 86.42
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=  Valuations. BABA currently trades at a PER of 50.28, which is cheap compared to
Amazon’s 182.37 PER but higher than Google’s 30.20 PER. BABA had its IPO in 2014,
and is trading above its average PER of 27.22. However we believe that given the
various services BABA has expanded into in the past couple of years, the current PER is
more reflective of the growth opportunities available to BABA as compared to when it
was more of a pure ecommerce play. BABA grew their revenue by 33% and profit (Non
adjusted) by about 193% for the year ending 31 March 2016, with an operating
margin of about 27.88% and a net profit margin of about 72.19%. Overall, we believe
that BABA is currently Slightly Under Valued.

= Risk. Since reaching its 52 week high in October 2016, BABA has fallen off on fear of
Trump’s aggressive anti-China policies. However, we believe that this drop off is
somewhat unfounded, even if the USA counted for all of BABA’s International
Commerce, 8% of BABA’s revenue, the impact of decreased revenue will be minimal.
As such, the major risk for BABA comes from China itself. If China slows down, or faces
recession, the Chinese ecommerce market, which accounts for 83% of BABA’s revenue,
will likely take a hit.

Counter Sector Ticker Currency Last Price Time Horizon Entry StopLoss Target Bloomberg Consensus T/P
Alibaba Group Holdings Ltd Techonology BABA usb 93.89 1-3Month 94.91 85.9 109 121.19
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report 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 any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

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 Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report 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 report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including 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 report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(ii) 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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