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Key Indices Corporate Events

Prev Close 1D % W % IM%  YTD% Venue Begin Close
DJIA 51682.6 (0.2) (1.7 (3.0) 7.5  17th Asian Gems Conference 2026 (Virtual) Singapore 22 Sep 23 Sep
S&P 500 7650.5 0.2 0.1) (03) 1.8 post-results NDR with Sunny Optical (2382 HK) Taipei 22 Sep 23 Sep
FTSE 100 10659.1 1.5 0.1 1.5 73 g
AS30 8922'7 ( 0 1) 0'0 (3'7) 1 1 New Economy Conference at The Ritz Carlton Hotel Malaysia 07 Oct 07 Oct
CS1300 4507'4 1'1 © '1) 52'4; 22.6; NDR with Food Empire Holdings Ltd (FEH SP) Malaysia 08 Oct 08 Oct
FSSTI 5656.1 (0.1) (0.7) (0.6) 217
HSCE! N 2 gggi Ejg gz; Corporate and Macro Calendar
JCl 6441.2 (0.3) (1.5) (1.3) (25.5)  Economic Indicator/Event Country/Region Date
KLCI 1665.6 (05) (2:3) (4.1) (0.9 Aug CPI Composite Hong Kong 23 Sep
KOSPI 6894.2 2.7 (0.2) (0.3) 63.6
Nikkei 225 650190 14 16 (08) 29.2 Aug Trade Balance, Exports, Imports Hong Kong 24 Sep
SET 1584.2 01 (1 3) (18) 25.8 Aug Industrial Profits China 28 Sep
TWSE 47180.8 19 22 43 62.9  2QF BoP Current Account Balance China 29 Sep
BDI 3370 10 (3.9) 186 795  Sep PMI (Composite, Manufacturing, Non-manufacturing) China 30 Sep
CPO (RM/mt) 4622 (0.4) 0.1 2.1 17.5  Sep RatingDog China PMI (Mfg, Composite, Services) ~ China 30 Sep
Brent Crude (US$/bbl) 104 (0.2) (1.9) 9.8 70.3  Aug Money Supply (M1, M2, M3) Hong Kong 30 Sep

Source: Bloomberg

Top Stories

Sector Update | China Internet

e Chinese cloud and LLM companies are increasingly moving into chip development, with the strategic goals of
reducing compute costs, securing supply, and improving model-hardware co-optimisation. The economic benefits
ultimately show up in lower cost per token and better returns on Al capex. Maintain MARKET WEIGHT. Top BUYs:
Alibaba and Z.Al.

Company Update | Alibaba Health Information Technology (241 HK/BUY/HK$3.06/Target: HK$4.00)

¢ Ali Health lowered its FY27 revenue growth target from 10-15% to 7-10% yoy, while keeping adjusted net profit
guidance unchanged at Rmb1.9b-2.3b. This reflects proactive optimisation of product-price subsidies, with savings
redeployed into B2C+020 supply-chain integration. We lower our FY27 revenue growth estimate from 12.4% to
8.5% yoy, while maintaining FY27-29 revenue and adjusted net profit CAGRs of 12% and 15% on innovative drugs
momentum, deepened Alibaba synergies, and expanding Al adoption. Maintain BUY. Lower target price to
HK$4.00.

Disclaimer: In Traders’ Corner, technical analysis is carried out purely based on charting patterns, price movements and trends, and is thus independent of the fundamental
research views of our analysts. As a result, and from time to time, we may make a technical recommendation that is opposite to our fundamental BUY/HOLD/SELL rating.
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Hyperscalers Moving Into Al Chips: Custom Silicon Gains Traction, ﬂ:ﬂ:igngfogkh com
Compute Strategies Diverge 48621 5404 725 oxt 808
Highlights

e Chinese cloud and LLM companies are increasingly moving into chip MARKET WEIGHT
development, with the strategic goals of reducing compute costs, securing . .
supply, and improving model-hardware co-optimisation. The economic (Maintained)
benefits ultimately show up in lower cost per token and better returns on Al

capex. Segmental Rating
e Maintain MARKET WEIGHT. Top BUYs: Alibaba and Z.Al. Segment Rating
E-commerce MARKET WEIGHT (Maintained)
Analysis Online Game OVERWEIGHT (Maintained)
e Custom Al silicon is gaining traction, with players taking different routes to 2|TA 8xgmg:g:$ Emz:ztz:zzg;

secure compute through proprietary chip development, strategic partnerships ¢ Property MARKET WEIGHT (Maintained)
and multi-vendor procurement. Alibaba and Baidu are building more vertically  vertical

integrated stacks, Tencent combines Zixiao with strategic exposure to  LocalLife Service  UNDERWEIGHT (Maintained)
Enflame, while Z.Al is moving upstream through greater control of domestic ~ E-commerce MARKET WEIGHT (Maintained)
compute infrastructure and MiniMax remains more reliant on external multi- ~ Source: UOB Kay Hian

cloud capacity.

o Alibaba is moving towards a more vertically-integrated Al compute stack,

Sector Picks

. . . Company  Ticker Rec  Share Target
spanning accelerators, networking, rack-scale systems and software. Alibaba Price  Price
unveiled the Zhenwu M890 in May 26 as a unified training-and-inference (HK$)  (HK$)
accelerator, with 144GB of high-bandwidth memory and 800GB/s of inter-chip  ZAl 2513HK  BUY  769.50 1,400.00
bandwidth. The accompanying ICN Switch 1.0 enables a 64-accelerator full-  Alibaba 9988 HK ~ BUY 108.80 188.00

bandwidth domain, while the Panjiu AL128 connects 128 M890 chips in a rack-  Source: Bloomberg, UOB Kay Hian
scale supernode. T-Head plans to release the V900 in 3Q27, targeting roughly
3x M890 performance, and the J900 in 3Q28. We think the broader
significance lies in Alibaba’s ability to co-optimise chips, networking and cloud
infrastructure instead of relying solely on standalone accelerator performance.

e Zhenwu adoption is broadening, although external shipment and
monetisation visibility remain limited. T-Head has emerged as China’s
second-largest domestic Al accelerator supplier after Huawei. It had
cumulatively shipped more than 560,000 Zhenwu chips as of Apr 26, of which
more than 60% were serving external customers through Alibaba Cloud, to
over 650 customers across more than 20 industries. In Mar 26, Eddie Wu
disclosed that T-Head’s annualised revenue exceeded Rmb10b. Alibaba has
gradually opened SAIL, its Al accelerator software stack, supporting more than
260 training and inference frameworks including PyTorch, TensorFlow, vLLM
and SGLang. Better compatibility should lower migration costs and support
wider Zhenwu adoption, although SAIL remains under development and is not
yet a proven compute unified device architecture substitute across all

workloads.

Peer Comparison

Company Ticker Price @ Target Upside Market - Calendarised PE---  Calendarised EV/EBITDA  Calendarised EV/Sales ~ ----------- ROE ----------
18Sep26  Price To TP Cap 2026F 2027F 2028F 2026F 2027F 2028F 2026F 2027F 2028F 2026F 2027F 2028F

(Icy) (Icy)) (%) (Icy m) x) () ) () x) (x) x) () x) ) (%) (%)

China

Z Al Co Ltd 2513 HK 769.50 1,400.00 82 375,443 na na na na na na 15.5 52 22 na na na

Minimax Group Inc 100 HK 278.60 470.00 69 97,367 na na na na na n.a 19.8 177 35 n.a na na

Alibaba Group 9988 HK 108.80 188.00 73 2,165475 172 124 94 1.8 8.9 6.8 1.3 1.1 1.0 8.2 1.1 132

Tencent Holdings Ltd 700 HK 426.00 608.00 43 3,874,507 124 1.7 10.7 10.2 9.6 8.8 4.1 38 34 187 171 165

Baidu Inc 9888 HK 89.40 136.00 52 244,380 15.8 12.9 1.0 10.1 10.0 8.3 0.8 0.8 0.7 4.2 48 54

Avg 15.1 124 104 10.7 9.5 8.0 8.3 37 22 103 110 117

us

Alphabet Inc GOOG US 343.70 UR n.a 4,226,148 18.0 215 175 18.2 14.0 10.9 95 75 6.2 599 426 328

Meta Platforms Inc METAUS 682.30 UR n.a 1,738,189  19.6 17.9 14.5 14.4 1.5 9.1 6.9 5.8 49 299 241 211

Microsoft Corp MSFT US 497.80 UR n.a 3,696,065  25.1 211 17.4 15.4 12.6 10.2 9.6 8.0 6.6 285 267 255

Avg 20.9 20.2 16.5 16.0 12.7 10.1 8.7 71 5.9 394 311 265

Source: Bloomberg, UOB Kay Hian
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e Baidu is scaling Kunlunxin from standalone accelerators towards
larger-scale Al systems and broader model compatibility. Kunlunxin has
expanded support for domestic foundation models, including Kimi K3 and
GLM-5.3-Flash, while the latest M100 is optimised for large-scale inference
and the M300 is next on its roadmap. Baidu has also deployed the Tianchi
256 supernode and plans to introduce larger 512- and 1,024-card systems in
early-27. We think wider model compatibility and larger supernodes should
broaden Kunlunxin’s addressable workloads across inference and
increasingly large-scale Al compute.

e Kunlunxin’s proposed listing could provide additional funding for its chip
and system roadmap while establishing a standalone valuation for Baidu's
Al-silicon asset. Kunlunxin confidentially submitted its HKEX A1 application
in Jan 26 and subsequently started STAR Market IPO counselling in May 26.
Investor engagement has also progressed ahead of the proposed listing, with
a reported target valuation of US$50b (Rmb340b). Management reiterated
during the Aug 26 earnings call that the listing process remains ongoing, with
further updates to be provided when available.

e Tencent is taking a more partnership-led approach to domestic
compute alongside its proprietary Zixiao programme. Tencent
introduced its Zixiao Al inference chip in 2021, although disclosure on the
latest proprietary roadmap and deployment scale remains limited. In practice,
Tencent’s domestic compute strategy is also closely linked with Enflame, with
the two companies cooperating since 2019 on chip deployment, model
optimisation and software adaptation. Tencent remained Enflame’s largest
individual shareholder with a 18 % post-IPO stake, while Tencent-linked
sales accounted for 84% of Enflame’s 2025 revenue. Enflame raised
approximately Rmb6.12b in its Sep 26 STAR Market IPO, including funding
for fifth- and sixth-generation Al chips and hardware-software development.
We think the relationship provides Tencent with an additional domestic-
compute option as Hunyuan, Yuanbao and agent workloads scale, without
requiring full ownership of the underlying chip supplier.

e Large hyperscalers are therefore moving towards silicon ownership,
while independent LLM companies are currently more focused on silicon
optimisation. For companies such as Z.ai, MiniMax and DeepSeek, it is
generally more economical today to optimise models, kernels and compilers
for multiple GPU/NPU platforms rather than build a complete proprietary chip
stack from scratch.

Custom-Silicon Strategies Vary Across China Al Players

Examples Model How it works Primary use
Alibaba / T-Head In-house fabless design ~ Develops architecture, IP, chip design and Mainly internal Alibaba
software stack internally, while Cloud workloads

outsourcing fabrication and packaging
Baidu — Kunlunxin  Internal incubation — Originated as an internal chip team before Baidu workloads +

independent chip being spun out and bringing in external  external chip sales
company capital/customers
Tencent Proprietary ASIC + multi-  Develops selected proprietary Internal workloads and
chip ecosystem accelerators while continuing to use third- Tencent Cloud
party GPUs/NPUs and domestic chips
ByteDance and Co-design with Defines workloads, architecture and Large-scale internal
potentially other large semiconductor partners  specifications internally, while relying on  inference
model companies design partners for physical design,

SerDes and tape-out
Source: Respective companies, UOB Kay Hian

e ZAl is moving further upstream into compute infrastructure as
additional capacity eases near-term compute constraints. The company now
uses domestic chips as a primary inference resource and operates a
production-grade inference system across more than 100,000 Chinese-made
Al accelerators, which serves all GLM-5.3-Flash production inference.
Infrastructure optimisation has improved end-to-end serving throughput by
around 3x, while Z.Al reported an 80% decline in unit token inference costs
since the beginning of 2026. Z.Al has also reportedly approached domestic
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chip designers regarding a customised processor optimised for its models,
although discussions remain preliminary. Alongside its 1GW Al data centre
buildout, the latest US$5b financing could support close to another 100,000
Al accelerators, with around 40% allocated to training and 60% to inference,
providing greater headroom for next-generation model training and
commercial scaling. We think improving domestic compute availability and
greater control over infrastructure should ease compute constraints and
support inference economics, although greater vertical integration also raises
capital intensity.

o DeepSeek is reportedly exploring custom inference silicon as model
usage scales. The company has reportedly been developing an inference-
focused Al chip for around a year and has engaged chip-design houses,
foundries and memory suppliers, although the project remains at an early
stage. We think the direction is consistent with broader industry efforts to
improve inference economics through deeper model-hardware co-
optimisation, but current disclosure remains insufficient to assess
specifications, production timing or deployment scale.

e MiniMax remains primarily reliant on externally procured multi-cloud
compute while broadening hardware portability across domestic accelerator
platforms. Alibaba Cloud remains its clearest disclosed anchor provider, with
MiniMax increasing its purchase caps to US$300m/US$400m/US$500m for
2026-28, respectively, or US$1.2b in aggregate, following faster-than-
expected growth in training and inference demand. MiniMax has also
adapted M3 to Huawei Cloud’s Ascend-based CloudMatrix and multiple
domestic accelerator platforms. We think this approach provides greater
hardware flexibility without requiring MiniMax to own the underlying compute
infrastructure, although it leaves the company more dependent on external
capacity than vertically integrated peers.

e OpenAl is moving towards custom silicon for scaled inference while
retaining a heterogeneous compute stack for broader workloads. OpenAl and
Broadcom unveiled Jalapefio in Jun 26 as OpenAl’s first custom Intelligence
Processor for LLM inference, with deployment expected by end-26 and a
broader 10GW custom-accelerator programme planned through 2029. Initial
InferenceX benchmarks showed 1.5-1.9x higher peak throughput per watt
and 1.7-3.6x lower end-to-end latency vs selected Nvidia GB200/GB300
comparison systems. We view Jalapefio primarily as an inference cost,
power-efficiency and latency optimiser for predictable, high-volume
workloads rather than a replacement for Nvidia and AMD GPUs across
frontier training.

e Anthropic is pursuing a diversified multi-architecture compute strategy
rather than relying on a single accelerator platform. AWS remains a major
cloud and training partner, while Anthropic has also secured substantial
capacity across Google tensor processing unit (TPU), Microsoft Azure, Nvidia
and advanced micro devices (AMD) platforms. It has committed to up to 5GW
of AWS capacity and SGW of next-generation TPU capacity from 2027,
alongside additional Nvidia and AMD deployments. We think the multi-vendor
approach improves supply diversification and allows Anthropic to match
workloads with the most suitable architecture, although supporting multiple
accelerator stacks also requires deeper workload optimisation and software
engineering.

e Microsoft’s Maia 200 provides a more direct proof point for the
economics of model-silicon co-design. Maia 200 is built on TSMC 3nm
with 216GB of HBM3E and delivers more than 10 PFLOPS of FP4
performance within a 750W envelope. Microsoft said in its Jul 26 earnings
call that Maia 200 was supporting both OpenAl and Microsoft Al models and
delivering 30% better performance per dollar than the latest-generation
hardware in its fleet. It also said co-designing its own models with Maia 200
delivered 40% better performance/watt for Microsoft Al models. We think this
provides evidence that vertically integrating models, software and silicon can
materially improve inference economics at sufficient scale.
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e Google is increasingly separating custom silicon by workload as
training and inference requirements diverge. lts eighth-generation TPU
roadmap splits into TPU 8i for inference, serving and reinforcement learning,
and TPU 8t for large-scale training. Google says TPU 8i delivers up to 80%
better inference performance per dollar vs seventh-generation Ironwood,
while TPU 8t delivers up to 2.7x better training performance per dollar, with
both providing up to 2x better performance/watt. However, both products
remain listed as “coming soon”, so we would view these performance figures
as forward-looking rather than evidence of broad commercial deployment
today.

o AWS demonstrates how anchor customers and software maturity can
turn custom silicon into a broader commercial ecosystem. Trainium3 is
commercially available through EC2 Trn3 UltraServers, with AWS reporting
up to 4.4x higher performance and 4x better performance/watt vs Trn2
UltraServers. Anthropic has committed to securing up to 5GW of Trainium
capacity, while OpenAl has separately committed to approximately 2GW
beginning in 2027 across Trainium3 and Trainium4. Amazon said in 2Q26
that its broader chips business, including Trainium, Graviton and Nitro, had
exceeded a US$25b annual revenue run rate and was growing at a triple-
digit percentage yoy. We think this suggests AWS’s custom-silicon strategy
is moving beyond an anchor-customer model towards a broader commercial
ecosystem, although software portability and utilisation remain important to
sustaining adoption.

o We see custom silicon as increasingly complementary to, rather than
an immediate replacement for, merchant GPUs. Inference should see
faster custom-silicon adoption given its more repeatable workloads and
greater sensitivity to cost, power and latency, while frontier training is likely
to remain more heterogeneous. Among the companies we cover, Alibaba has
the broadest disclosed chip-to-system stack, Baidu is scaling Kunlunxin
towards larger Al systems, Tencent retains a more partnership-led approach
through Enflame, while Z.Al is increasing control over domestic compute
infrastructure. We think the key factors to watch are deployment scale,
software compatibility, utilisation and whether lower infrastructure costs
translate into sustainable improvements in inference economics.

Valuation/Recommendation

e Alibaba (9988 HK). Maintain BUY with target price of HK$188.00. Its full-
stack Al capabilities, spanning data centres, cloud infrastructure and models,
provide greater control over compute capacity and costs, while its model
portfolio covers both frontier performance and cost-efficient deployment. Ant
Group’s focus on trusted agent infrastructure could further broaden secure
agent adoption across financial and enterprise use cases.

e Z.Al (2513 HK). Maintain BUY with target price of HK$1,400.00. Self-built
data centres should provide greater control over costs and compute capacity
while reducing reliance on external cloud providers, while the planned trillion-
parameter model could help narrow the capability gap with global frontier
models.

Sector Catalyst/Risk

e Catalysts: a) Broader commercial deployment of domestic Al accelerators,
b) improving domestic compute availability, c) greater inference cost and
power efficiency, d) stronger software compatibility and model-hardware co-
optimisation, and e) expanding external adoption of proprietary Al-chip
platforms.

e Risks include: a) slower-than-expected domestic chip performance
improvement, b) software ecosystem and migration constraints, c) lower
utilisation of proprietary infrastructure, d) elevated capex and funding
requirements, and e) geopolitical and semiconductor supply-chain
restrictions.
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Alibaba Health Information Technology
(241 HK)

1HFY27 Preview: Lowers FY27 Revenue Growth Target To 7-10% yoy
On Subsidy Optimisation; Earnings Guidance Unchanged

Highlights

e Ali Health lowered its FY27 revenue growth target from 10-15% to 7-10%
yoy, while keeping its adjusted net profit guidance unchanged at Rmb1.9b-

2.3t_). This reflects proactive optimisation of _pr(_)duct—pr_ice subsidies, with BUY (Maintained)
\S/\&/lVI:’]gS redep:gggc?i into BZC+02?hsu;1ply-ct:h?|n |nt1ezgzrel;|otn.8 . . Share Price HK$3.06
e We lower our revenue growth estimate from 12.4% to 8.5% yoy, while ;
maintaining FY27-29 revenue and adjusted net profit CAGRs of 12% and Eargzt Price H:;?;ﬁ?
15% on innovative drugs momentum, deepened Alibaba synergies, and pS|_e e
expanding Al adoption. Maintain BUY with a lower target price of HK$4.00. Previous TP HK$5.20
Analysis Stock Data
e Lowered FY27 revenue guidance to 7-10% yoy while keeping profit . . . Health Care
guidance intact. At its 1HFY27 results preview call on 18 September, Bloomberg ticker 241 HK
Alibaba Health Information Technology (Ali Health) cut its FY27 revenue Shares issued 16,175
growth target from 10-15% to 7-10% yoy and reiterated its adjusted net profit ares issued (m) '
forecast of Rmb1.9b-2.3b. The revision is a deliberate strategic choice. The ~ Marketcap (HKSm) 49,517
company is actively reducing product-price subsidies. Transaction volume  Marketcap (USSm) 6,319
will be impacted, while the growth driver has already shifted from subsidy-  3-mthavg daily tover (US$m) 40
driven to demand-driven. This is supported by a more mature online-
pharmacy user mindset, expanding innovative-drug supply eg GLP-1 and  Price Performance (%)
cardiovascular products, and improving B2C+020 fulfilment experience. .
Management expects the impact to be relatively even across 1HFY27 and S2:week highflow HKST.42HK52.85
2HFY27. 1mth 3mth 6mth 1yr YTD
e Subsidy savings to be redeployed into B2C and 020 supply-chain (58) 09) (365)  (509) (353)
integration. Profit saved from lower subsidies will be redeployed into longer- . o
term supply-chain capabilities and accelerated B2C+020 integration, with ~ Major Shareholders (%)
flash-sale medicine transaction links already connected to the main search  jbaba Group Holding Limited 69.27
channel. Management emphasised that the priority is fulfilment speed,
assortment breadth, and service consistency rather than price, viewing these  Balance Sheet Metrics
investments as building structural user-experience and stickiness
advantages. The gross-margin impact of lower platform subsidies should be  FY27 NAV/Share (Rmb) 1.04
limited, as most subsidies sit below gross profit. Self-operated original-drug  FY27 Net Cash/Share (Rmb) 054

subsidies will be reduced more modestly.

¢ Drugs remain the growth engine while non-drug categories turn softer.
Ali Health’s growth is shifting from subsidy-led to demand-led, as online drug
purchasing habits are entrenched, proactive search traffic rises, and - T mnrenm o ot )

Price Chart

. . g . 8 120
repurchase behaviour becomes less price-sensitive. Drugs, especially . 110
innovative/original drugs, remains the primary growth engine and is guided . 100
. PO . . g . ] 9
for a high double-digit growth in FY27. Subsidies will remain concentrated on w0
drugs. Non-drug categories are expected to deliver a low single-digit growth, ° 70
as the company will no longer use heavy price subsidies to chase volume. ¢ o
Key Financials z ©
Year to 31 Mar (Rmbm) 2025 2026 2027F 2028F 2029F T Votume
Net turnover 30,598 34,255 37,181 41,673 46,677 w00
EBITDA 1,536 1,889 2,245 2,613 3,034 o TUPPSPRTRRY MR Y
Operating proﬁt 1‘479 1,836 21192 2,560 2,981 Sep25 Nov25 Jan26 Mar26 May26 Jul26 Sep 26
Net profit (rep./act.) 1,432 1,936 2,058 2,371 2,730
Net profit (adj.) 1,950 2,326 2,234 2,569 2,951 Source: Bloomberg
EPS (Fen) 12.1 14.4 13.8 15.9 18.2
PE (x) 217 18.2 19.0 16.5 14.4 —r
PIB (x) 26 24 25 23 21 Company Description
EV’_EB'TDA (x)o 21.9 178 15.0 12.8 1.1 Alibaba Health Information Technology is Alibaba's
Exﬁgrdgiﬂe(l‘:/j)(k) gg ;‘; gg gg gg healthcare arm, operating pharmaceutical direct sales, the
0 . B . . .
Net debt/(cash) to equity (%) 136 -30.4 522 -55.6 58.8 ZT:;'I zzfvrlrc”:;yn%ﬁ?gmeme platform and healthcare and
Interest cover (x) 588.8 1347.7 1601.3 1863.9 2164.3 9 ’
ROE (%) 9.3 11.3 11.9 13.6 145
Consensus net profit - - 2,279 2,678 3,071
UOBKH/Consensus (x) - - 0.98 0.96 0.96

Source: Ali Health, Bloomberg, UOB Kay Hian
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¢ Health products regulatory impact is contained, with single-digit growth
expected in 2HFY27. Ali Health expects health supplements to return to
single-digit growth in 2HFY27, with regulatory tightening having limited
impact on its self-operated business, where the category accounts for roughly
10% of 1P revenue. The review mainly targets overseas-branded merchants
misrepresenting domestic goods as imports, while Tmall’s strict vetting
shields larger compliant merchants. Platform remediation is complete, and
management does not view health products as a subsidy focus, reinforcing
that the regulatory impact is contained and growth should stabilise at a
modest pace.

e Hydrion Al remains on track towards year-end targets. Hydrion, its
doctor-focused medical Al, remains on track towards year-end targets, with
the FY27 investment plan unchanged and commercialisation models under
exploration. The company reiterated its focus on professional ToB
applications rather than consumer-facing Al. The incremental spending from
the subsidy pull-back is directed at the supply chain instead of Al. Advertising
and commission revenue is expected to remain stable. Ads are largely non-
drug driven, and the modest growth in health supplements should largely
offset the softer performance in devices or nourishing products.

o Management transition does not alter the dual-wheel strategy. The
leadership change at Ali Health was completed this month, with Mr Yu Yong,
former 1688 CEO, now serving as Chairman and CEO, bringing extensive
e-commerce and B2B supply-chain expertise. Mr Shen Difan remains an
Executive Director and continues to lead Hydrion medical Al and the
traceability-code businesses. He will also support group-level medical-Al
initiatives. The company reaffirmed its dual-wheel strategy of pharmaceutical
full-stack retail plus medical Al. Under Mr Yu’s leadership, Ali Health expects
faster group-resource synergies across Flash Sale, Freshippo, and Amap,
reinforcing execution stability and strategic continuity.

¢ Long-term growth story remains intact despite near-term moderation.
Despite the near-term moderation in top-line growth, we continue to see
structural opportunities supported by sustained innovative drug momentum,
expanding Al adoption, and deepened Alibaba ecosystem synergies. We
maintain our FY27-29 revenue and adjusted net profit CAGR estimates of
12% and 15%, respectively.

Valuation/Recommendation

¢ Maintain BUY with a lower target price of HK$4.00, based on 1.5x P/S and
26.8x PE for FY27F, reflecting accelerated investment. It is currently trading
at 1.0x P/S and 16.4x PE for FY28F, while its peer JD Health (6618 HK) is
trading at 1.0x P/S and 12.4x PE for 2027F.

Earnings Revision/Risk

o We fine-tune our FY27 revenue and adjusted net profit growth estimates from
12.4% and -1.1% yoy to 8.5% and -4.0% yoy respectively, reflecting the
lowered revenue guidance and the deliberate subsidy pull-back, while
keeping our FY28-29 estimates unchanged.

Share Price Catalyst

e a) Solid THFY27 results with clarity on subsidy savings and investment pace,
b) continued launches and accelerating online penetration of innovative
drugs, c) deepened Alibaba ecosystem synergies, d) accelerated B2C+020
integration, and e) expanding Al adoption.
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Segmental Revenue (FY26)

Pharm e-
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platform
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Source: UOB Kay Hian
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Profit & Loss

Balance Sheet
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Year to 31 Mar (Rmbm) 2026 2027F 2028F 2029F Year to 31 Mar (Rmbm) 2026 2027F 2028F 2029F
Net turnover 34,255 37,181 41,673 46,677 Fixed assets 27 20 13 6
EBITDA 1,889 2,245 2,613 3,034 Other LT assets 7,644 7,656 7,673 7,693
Deprec. & amort. 53 53 53 53 Cash/ST investment 5,434 8,758 10,066 11,571
EBIT 1,836 2,192 2,560 2,981 Other current assets 9,988 5,972 6,614 7,329
Total other non-operating income 961 750 750 750 Total assets 23,093 22,405 24,366 26,598
Associate contributions - - ST debt - - -

Net interest income/(expense) (1) Q) (1 (1 Other current liabilities 5,093 5,499 6,135 6,843
Pre-tax profit 2,274 2,417 2,785 3,206 LT debt - - -

Tax (338) (359) (414) (476) Other LT liabilities 143 143 143 143
Minorities (0) - Shareholders' equity 17,855 16,777 18,119 19,663
Net profit 1,936 2,058 2,371 2,730 Minority interest 1 1 1 1
Net profit (adj.) 2,326 2,234 2,569 2,951 Total liabilities & equity 23,093 22,420 24,399 26,651
Cash Flow Key Metric

Year to 31 Mar (Rmbm) 2026 2027F 2028F 2029F Year to 31 Mar (%) 2026 2027F 2028F 2029F
Operating 1,237 2,503 2,876 3,303 Profitability

Pre-tax profit 2,274 2,417 2,785 3,206 Gross margin 24.0 24.3 244 245
Tax (338) (359) (414) (476) Pre-tax margin 6.6 6.5 6.7 6.9
Deprec. & amort. 53 53 53 53 Net margin 5.7 5.5 5.7 5.8
Associates - ROA 8.7 9.0 10.1 10.7
Working capital changes (790) (20) (24) (27) ROE 11.3 11.9 13.6 14.5
Non-cash items - -

Other operating cashflows 37 412 475 546 Growth

Investing 2,021 (473) (539) (612) Turnover 12.0 8.5 121 12.0
Capex (growth) (7) (7 (7) (7) Gross profit 10.5 9.8 12.8 12.7
Investments - - Pre-tax profit 458 6.3 15.2 15.1
Proceeds from sale of assets - - Net profit 35.2 6.3 15.2 15.1
Others 2,028 (466) (532) (605) Net profit (adj.) 19.3 (4.0) 15.0 14.9
Financing (14) (3,137) (1,029) (1,186) EPS 18.8 (4.0) 15.0 14.9
Dividend payments (3,137) (1,029) (1,186)

Proceeds from borrowings - - Leverage

Loan repayment - - Debt to total capital - - -
Others/interest paid (14) - Debt to equity - - -

Net cash inflow (outflow) 3,243 (1,207) 1,308 1,505 Net debt/(cash) to equity (30.4) (52.2) (55.6) (58.8)
Beginning cash & cash equivalent 2,218 9,865 8,758 10,066 Interest cover (x) n.a. n.a. n.a. n.a.
Changes due to forex impact (28) -

Ending cash & cash equivalent 5,434 8,758 10,066 11,571
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This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. Itis not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full."
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