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Strong smartphone momentum driving more sustainable growth ahead, reiterate Buy on recent market correction

Strong smartphone momentum, reiterate Buy on recent market correction

According to Canalys, Xiaomi achieved its record high of smartphone shipment in
the first quarter of 2021. Its global smartphone shipment grew strongly by 62%
YoY to 49mn units in Q1, ranking third for the second quarter in a row; in particular,
the shipment jumped by 85% YoY in Europe with a market share of 23% in Q1,
surpassing Apple and ranking top 2 for the first time. As the anchor product in
Xiaomi’s ecosystem, the strong smartphone momentum will boost more
sustainable growth of its AloT products and internet services ahead, in our view.
On the other hand, with the backdrop of the broader tech sector’s valuation
correction triggered by inflation concerns, we see a great buying opportunity of
Xiaomi for LT investors. We reiterate Buy on Xiaomi with a PT of HK$35.0 on 45x
FY21E P/E, factoring in Xiaomi’s future ambitions and its long-term commitment.

Smartphone: gaining market share with continuous innovation

Given its leading position in 5G cycle and successful strategy and execution,
Xiaomi continues to gain market share from major rivals. We expect Xiaomi’s
smartphone to grow by 24% - 28% YoY in full year of 2021, driven by:

e Enriched product matrix: Xiaomifurther expanded its Mi 11 series by newly
introducing Mi 11 Pro, Mi 11 Ultra and Mi 11 Lite this Mar. So far, Xiaomi
offers 5 models of Mi 11, covering the price range of RMB2,299 to RMB
5,999. The diversified product line with colorful variants can tap into more
customers in different segments. In addition, Xiaomi released its first foldable
flagship smartphone, the Mix Fold, priced starting from RMB9,999. Mix Fold
is expected to ship 500K units in 2021, further solidifying Xiaomi’s strong
position in premium smartphone segment.

e Cutting-edge technologies: Camera still dominates the competition. Xiaomi
continues to introduce cutting-edge technologies in this field: 1) liquid lens,
which is firstly equipped with Mix Fold, allows the lens itself to move and
change shape, and enables the same lens to function as telephoto, macro
shots as well as offer fast autofocus; 2) 108MP sensor, highest pixel among
the peers; and 3) Snapdragon 888 processor with powerful Al engine, both
of which are equipped with Mi 11 models.

e Acceleration of offline channels: Xiaomi is now starting to strengthen its
offline channels in the competition with other rivals. Building brick and mortar
store will help Xiaomi to promote its brand and achieve ambitions of
“Smartphone x AloT” ecosystem. At the same time, a wide variety of its
smartphone and AloT product offerings can also help improve the operating
efficiency of those offline stores. By 3 Apr 2021, the total number of Mi-Home
Store in China exceeded 5,000.

AloT ecosystem: launch of smart home appliances and EV business

With the launch of MIJIA air con in March, Xiaomi entered white home appliances.
We see this a huge growth potential for Xiaomi because as a game changer,
Xiaomi is the first manufacturer to introduce 5G smart product into the market
segment dominated by traditional manufacturers. For EV, AloT ecosystem will be
Xiaomi’s unique competitive edge, in our view.

Risks

Key risks to our PT include: 1) prolonged COVID-19 pandemic; 2) worse-than-
expected chip supply constraints; 3) weaker-than-expected internet user
acquisitions.

Stock code: 1810.HK
Rating: Buy

Price target (HK$) 35.0
Current price (HK$, 11 May 2020) 24.6
Upside/downside % 42%
Market cap (HK$ m) 620,073
Market cap (US$ m) 79,838
Avg daily turnover (HK$ m) 5,105
Source: Bloomberg, AMTD Research
Key forecasts
(Rmb m) 2020 2021e 2022¢
Non-IFRS net profit 13,006 16,796 22,007
yoy % 13% 29% 31%
Revenue 245,866 321,453 383,647
yoy % 19% 31% 19%
(Snr11;artphone shipment 146 185 217
yoy % 17% 26% 18%
Gross margin 14.9%  15.0%  15.4%
Non-IFRS net margin 5.3% 5.3% 57%
EPS (RMB/sh) 0.53 0.65 0.84
Source: Company data, AMTD Research estimates
Valuation
2020 2021e  2022e
P/E (adjusted) 42.5 34.7 26.5
PIS 2.3 1.8 1.5
ROE 13.7%  14.4%  16.1%
ROA 6.8% 7.1% 8.0%

Source: Bloomberg, AMTD Research estimates
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Figure 1: Xiaomi’s quarterly smartphone shipment, by region
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Valuation

Figure 2: One year forward P/E of Xiaomi
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IMPORTANT DISCLOSURES

AMTD Investment Ratings

Buy Stock with potential return of over 20% over the next 12 months
Hold Stock with potential return of -20% to +20% over the next 12 months
Sell Stock with potential loss of over 20% over the next 12 months

Analyst Certification

We, Brian Li, and Halsey Wu, hereby certify that (i) all of the views expressed in this research report reflect accurately our
personal views about the subject company or companies and its or their securities; and (ii) no part of our compensation were,
are or will be, directly or indirectly, related to the specific recommendations or views expressed by us in this research report,
nor is it tied to any specific investment banking transactions performed by AMTD Global Markets Limited.

Firm Disclosure

AMTD Global Markets Limited has an investment banking relationship with Xiaomi Corporation and/or its affiliate(s) within the
past 12 months.

AMTD Global Markets Limited
Address: 23/F - 25/F, Nexxus Building, No. 41 Connaught Road Central, Central, Hong Kong
Tel: (852) 3163-3288 Fax: (852) 3163-3289

GENERAL DISCLOSURES
The research report is prepared by AMTD Global Markets Limited (“AMTD”) and is distributed to its selected clients.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer
to buy any security in any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice
or recommendation, including but not limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into
account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred
toin this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance.
Future returns are not guaranteed and a loss of original capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof
and are subject to change without prior notification. AMTD has no obligation to update, modify or amend any part of this research
report or to otherwise notify a recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.
AMTD, its group companies, or any of its or their directors or employees (“AMTD Group”) do not represent or warrant, expressly
or impliedly, that the information contained in the research report is correct, accurate or complete and it should not be relied
upon. AMTD Group will accept no responsibilities or liabilities whatsoever for any use of or reliance upon the research report
and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not
limited to, any warranties of merchantability of fithess for a particular purpose or use. Third party content providers shall not be
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit
ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal
as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of
issuers or securities mentioned herein; (i) AMTD may take part or make investment in financing transactions with, or provide
other services to or solicit business from issuer(s) of the securities mentioned in the research report; (i) AMTD may make a
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD may have served as manager or
co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking
services, or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as,
Chinese Wall maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or
redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets
Limited.
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