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Baidu (9888 HK) is a Chinese international IT company providing Internet-related services, the main service
being its search engine. It is rated 4" in global search engine markets with 1.06% share.

Company BAIDU
Ticker 9888 HK
Sector Internet
Capitalization, $ million 75,940
EV, $ million 65,147
Dividend yield -
Entry level, HKD 205.40
Current price, HKD 213.0
Result 3.7%

Source: Bloomberg

Key investment attractiveness factors.

1) Good performance in Q4 2020. According to Q4 2020 results, the company increased its revenue by 4.8%
year-on-year to $4.6 billion. EBITDA grew by 11.1% to $1.21 billion, while EBITDA margin YOY remained
unchanged at 26.4%. Quarter-end results show 11.3% decrease in net profit down to $966 million, whereas
earnings per share declined by 10.2% to $2.83. Despite the decline in net profit, we assess Baidu’s
performance as strong enough. Considering specific nature of this business, the main drivers here are
revenue growth rates and operating margin.

2) Current decline in quoted prices is a good opportunity to buy interesting equity cheaper. Baidu’s
securities are quoted sensibly lower by equity markets due to sanctions-related statements from China and
U.S. authorities, as well as the risk of company’s equity delisting in the U.S. We assess the risk of delisting
from U.S. markets as low; however, we chose rather to buy the equity at Hong Kong Stock Exchange where
the risk of delisting is minimal according to our estimates.

3) Substantial undervaluation with reference to multipliers. In our view, Baidu’s equity looks substantially
undervalued as compared to market equivalents. Discount for P/S multiplier is around 74%, for EV/EBITDA
— 86%, for P/E — 97%, and for P/FCF — 92%.

Risks. Any negative news concerning China and U.S. relations may put pressure on Baidu’s equity prices.
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Financial highlights, $ million 2019 2020 2021P* Change, %
Revenue 15,552 15,534 19,273 24%
Gross profit 6,452 7,532 9,500 26%
EBITDA 4,456 3,862 4,580 19%
Net profit 1,858 2,243 3,548 -
EPS 5.33 6.56 10.18 -
Gross margin 41% 48% 49% 1%
EBITDA margin 29% 25% 24% -1%
Net margin 12% 14% 18% 4%
Debt burden, $ million 2019 2020 2021P* Change, %
Gross debt 10,560 12,653 12,653 0%
Cash 21,019 24,847 24,847 0%
Net debt -10,459 12,194 412,194 0%
Net debt/EBITDA - - - -
Benchmarking against similar companies, 2021P* Country P/S EV/EBITDA P/E
ALPHABET USA 7.5 154 26.1
ALIBABA Luxembourg 5.7 17.6 22.0
NETEASE Russia 5.3 20.7 25.8
NAVER Russia 9.4 33.7 44.0
YANDEX China 5.2 29.9 62.4
KAKAO USA 8.0 41.2 73.0
Average 6.9 26.4 42.2
BAIDU USA 3.9 14.2 21.4
Discount/(premium) 74% 86% 97%

*P — Projection
Source: Bloomberg
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DISCLAIMER OF LIABILITY

This review is provided for informational purposes. It does not constitute, in whole or in any part, an offer to purchase, sell or conduct any
transactions or investments in relation to the securities specified in the review. It is not a recommendation for making any investment
decisions. The information used in this review is obtained from supposedly reliable sources, however, no verification of this information has
been carried out, and Moscow Partners does not give any guarantees of the correctness of the information in this review. Moscow Partners is
not obliged to change or update this review in any way, but the company has the right to change and/or update this review, at its sole
discretion and without any notice. This review may not be reproduced, published or distributed in whole or in any part, links on it or
quotations from it may not be made without a prior written permission of Moscow Partners. Moscow Partners is not responsible for any
adverse consequences, including losses (direct or indirect), caused as a result of using the information contained in this review, or as a result of
investment decisions made on the basis of this information.





