Morgan Stanley | researc

October 19, 2026 01:51 AM GMT

Investor Presentation | Asia Pacific

China Internet and Other Services: China's Al Path

This report references U.S. Executive Order 14105 and/or entities that may be in scope of such order. U.S. persons may be
prohibited from engaging in certain transactions or otherwise require certain other transactions be notified to the U.S.
Department of Treasury. Readers are solely responsible for ensuring that their investment or trade activities are carried out in
compliance with applicable laws.

This report references an entity or entities that have been designated by the U.S. Department of War in accordance with section
1260H of the National Defense Authorization Act for Fiscal Year 2021. Readers are solely responsible for ensuring that their
commercial activities are carried out in compliance with applicable laws.

Gary Yu
Equity Analyst
Gary.Yu@morganstanley.com

Eddy Wang, CFA

Equity Analyst
Eddy.Wang@morganstanley.com
Yang Liu

Equity Analyst

Yang.Liu@morganstanley.com

Rebecca Xu

Equity Analyst

Rebecca. Xu@morganstanley.com
Lydia Lin

Equity Analyst
Lydia.Lin@morganstanley.com
Kathy Zhu

Research Associate
Kathy.Zhu@morganstanley.com
Joanne Lau

Research Associate
Joanne.CY.Lau@morganstanley.com
Tom Tang

Equity Analyst

Tom.Tang@morganstanley.com

FOUNDATION

+852 2848-6918

+852 2239-7339

+852 2239-1911

+852 2848-7359

+852 2239-1572

+852 3963-2618

+852 3963-1592

+852 3963-1860

CHINA INTERNET AND OTHER SERVICES

Asia Pacific
Industry View

Attractive

investors should be aware that the firm may have a conflict of

Research as only a single factor in making their investment

decision.

For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this

report.

+= Analysts employed by non-U.S. affiliates are not registered
with FINRA, may not be associated persons of the member
and may not be subject to FINRA restrictions on
communications with a subject company, public appearances
and trading securities held by a research analyst account.


mailto:Gary.Yu@morganstanley.com
mailto:Eddy.Wang@morganstanley.com
mailto:Yang.Liu@morganstanley.com
mailto:Rebecca.Xu@morganstanley.com
mailto:Lydia.Lin@morganstanley.com
mailto:Kathy.Zhu@morganstanley.com
mailto:Joanne.CY.Lau@morganstanley.com
mailto:Tom.Tang@morganstanley.com

MorganStanley | researc

FOUNDATION

China Al Supply Chain
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Al Infrastructure
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Rmb8.5tr Capex into 55GW Compute
Al Infrastructure Ecosystem Dcnastle Sonpits asets
Sources of Funds E ~55 GW ﬂf 3.5mn 'I:irsasstrﬁure
Compute capacity (net) Al servers / accelerators self-sufficiency rate
Equity Debt (3-5% interest rate) W ntemal / Self-Generated {domestic supply)
| B @ ESTTT 8 TEET v
= Convertibles * Project finance + Liquidation of investments Return Profile
» REITs + Finance leases y » Other
e By ot b o gz AiLabs Rev per MW Rmb30-460mn
h 4 B faleasing
Uses of Funds l|| {EF Sy Rev per MW Rmb100-250mn
3 Revenue Payback period 2.5-3.5 years
Domestic Compute Asset Offshore Capex
Rev per MW Rmb3mn
Payback period 7-8 years
RMB 6.5tr RMB 2.0tr — —
g'"g Rmb250-300bn per year G 5-10% of revenue
Costs E = o &l Adraart
. v
Domestic Compute Assets
p— ~85% '  Integrated Player
=5 ~55GW ﬁ 3.5mn e e i 30-60% S
J— Compute capacity (net) Al servers / accelerators Esjg::;ﬁzesn;a r;z}te EBIT mergin 2.3 years

token cost and
training/inference mix, for which we have details in the ROIC section
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We forecast Rmb8.5tr capex in 2026-30E

Domestic Hyperscaler Capex
& RMB4.2tr

~67% of Hyperscaler Capex

Hyperscaler Capex

RMB6.3tr intermational Capex = — u
5-year aggregate capex RMB2.1tr B = E veeee
~33% == — '
m;f;i‘"f’as‘“’d" 2/ Total China A Total Server Al Server Capex
Neocloud Capex . Compute Capex ’;’) Capex RMBA4.9tr
RMB]..stl' _ ~RMB6-0tr RMBS.3tr ~92% of Server Capex

Alinfrastructure /

compute investrment

Telco compute capex

()
A RMB0.654bn

Syear aggregate capex

~88% of Compute Capex

42 +15+0.654
—— = RMB6.0tr 1
T Non-Server

o Compute Infrastructure

RMBO.7tr

~12%
Data centers / Networking /
Power / Other infrastructure

GPU / Al Accelerator Servers
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Al Cloud is the major growth driver

FOUNDATION

Rmb mn

1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000

2,500,000
2,000,000

51 ,500,000

Total capex to be ~16% of US peers
m Hyperscaler

Neocloud m Telco

[ |
— [ ]
-] |
£
21,000,000
500,000 —

2025

2026E

2027E

2028E

2029E

2030E

We forecast Rmb1.2tr (US$142tr) hyperscaler/internet capex in 2027E

m Alibaba ~ Tencent mBaidu Bytedance m Kuaishou m Meituan ® Xiaomi
—
—
—_—
—
2023 2024 2025 2026E 2027E 2028E 2029E



Morgan Stanley | researcs FOUNDATION

... Should translate into ~55GW compute domestically

We forecast compute capacity to expand to 81GW by 2030E
50.0 m Hyperscaler domestic Telco = Others
80.0
70.0
60.0
50.0

40.0 . .
30.0 .

20.0 . .

» m B l

2025 2026E 2027E 2028E 2029E 2030E
Domestic compute deployment is cheaper vs the US ... at US$15-23mn per MW
m Compute Powershell 25.0

90.0

80.0 20.0

70.0
z 600 15.0
Z 500
40.0 10.0
30.0
20.0 5.0
00 l

2026 2027 2028 2029 2030

US$ per MW

US$ pel

US GB300 Training Domestic Domestic
27E 26E
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Al Cloud is the major growth driver

FOUNDATION

50.0
45.0
40.0
35.0
30.0
25.0
20.0
15.0
10.0

5.0

We forecast 34GW domestic net adds by hyperscalers in 2026-30E

m Alibaba

m B
-

2025

Tencent mByteDance mBaidu

14.0
12.0
10.0

8.0
6.0

4.

. 2'

o

o

2026E

2027E

2028E

2029E 2030E

... 47GW on global scale

m Domestic

Foreign

2026E

2027E

2028E

2029E

2030E
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Hyperscalers assuming multiple roles in the supply chain

Al Servers (GPU)
RMB 3.4tr

SPEND

Capex / Procurement

il

HYPERSCALER

Data Centers, Network &
Other Equipment

Neoclouds
PREPAYMENTS 30-40% prepayment finance
«Securesupply Key Supply Chain
* Finance supply chain Seaure supply (e.g. Al chips, memory,
HBM, components)

Data Center Operator (IDC)

COMMITMENTS Contract Value: RMB 24-30mn per MW

» Capacity reservation

Neoclouds
» Early commitment

Contract Value: RMB 800-900mn per MW

RMB 6.3tr

= Al Chips
LONTVERE. L 808 INVEST

RMB 4.2tr Equity Investment Foundation Models

Beoo P o b BB [E

Al Applications
——p Direct cash flow (capex / prepayment / equity)
- Domand / credit support (contract / resenvation)
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Datacenters Going to Remote Areas

Transferring latency-
— tolerant workloads
to western DCs

Mongolia Hub

10
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Cloud Era vs. Al Era — What Is the Difference

FOUNDATION

Cloud era Al era

Rack density

Hyperscale order

Preferred location

CSPs' In-house strategy

Move-in speed

Delivery time

Supply side

Cost of capital

Skw 10-30kW now, higher in future
5-20MW 50MW+
Tier 1 markets for low latency Remote areas for scale and low cost
Outsource in tier 1 markets; Prefer outsourcing for time-to-market and
In-house in remote sites flexibility

U5L.1ally e As fast as 6 months
depending on the demand
6-9 months construction through pre-fab

Usually 1-2 years of construction
Y ¥ model

Large DC clusters must be in East Data
Power guota scheme; tight in tier 1 West Computation nodes;
market, loose in remote areas NDRC strictly controlling the supply

through construction permit

High due to high interest rate and lack of Low interest environment and availability
alternate financing vehicle of REITs for alternative financing




MorganStanley | researc

Power demand and datacenter order forecasts

FOUNDATION

We forecast 5.6-13GW power demand in 2026-2030E

1 m Foreign GPU Domestic GPU
12,000

12

GW

2025 2026E 2027E 2028E 2029E 2030E 2025

... and 6.1-11GW third-party IDC order

10,000

10
8,000

8
6 6,000
4 4,000
2 2,000

e | [ [ || N

2026E

2027E

2028E

2029E

2030E
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GPU laaS - self-owned vs rented

Self-owned — 44% OP margin, 13% ROIC and 3-year payback

ROIC for CSP / hyperscalers self-built [aaS (Rmb)

Rented infra — no capex, ~20% OP margin

ROIC for CSP / hyperscalers +neocloud laaS (Rmb)

FOUNDATION

Monthly server rental fee (Rmb) 350,000 s00000] 2500001 200000 150,000 Monthly server rental fee (Rmb) 200,000 225,000 | 250,000 | 275,000 300,000
Revenue 4200000 36000001 30000000 2400000 1,800,000 Revenue 2400000 27000001 30000001 3300000 3,600,000
I I | I
Server depreciation 2400000 20000001 16000001 1200000 800,000 Monthly server rental cost 200,000 2000001 2000001 200000 200,000
IDC depreciation 26,667 26,667 | 26,667 | 26,667 26,667 | |
Energy cost 68,000 68,000 | 68,000 | 66,000 68,000 Server leasing cost 2400000 24000001 24000001 2400000 2,400,000
Total opex 2400667 2,004667| 1,694,667 1,204,667 894,667 Total opex 2400000 24000001 2,400,000 2,400,000 2,400,000
| | |
OP/ EBIT 1705333 1505333  1,305333| 1,105,333 905,333 OP/EBIT - 300,000 | 600,000 | 900,000 1,200,000
% margin 40.6% 41.8%| 43.5% 46.1% 50.3% % margin 0.0% 11.1%] 20.0%| 27.3% 33.3%
| | | |
Tax rate 15.0% 15.0%] 15.0%) 15.0% 15.0% Tax rate 15.0% 15.0%| 15.0%] 15.0% 15.0%
| | | |
NOPAT 1,449,533 1,279,533 1,109,533 | 939,533 769,533 NOPAT 255,000 | 510,000 | 765,000 1,020,000
| |
Server 12000000  10000000] 8000000 6000000 4,000,000 Server | |
IDC 400,000 400000 400000 400,000 400,000 InC | |
Total capex 12400000 10400000 8400000 6400000 4400000 Total capex | |
] ] ] |
ROIC (NOPAT / Capex) 1.7% 12.3% 13.2% 14.7% 17.5% ROIC (NOPAT/ Capex) ] ]
| |
EBITDA 413000 3532000 2832000 2332000 1732000 EBITDA 300,000 | 600,000 | 900,000 1,200,000
Tax (255800)  (225800)  (195800) (165800  (135,800) Tax (45,000 (90,000 (135,000) (180,000)
Operating cash flow 3876200 3306200y 2736200y 2166200 1596200 Operating cash flow 255,000 | 510,000 | 765,000 1,020,000
Cash payback (yrs) 3.20 345) 307} 295 276 Cash payback (yrs) | | -
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Maa$S — 1P vs 3'd party API

1P Model - 53%0P margin, 19% ROIC and 2.5-year payback

3P model — 57% OP margin, 29% ROIC and 2-year payback

ROIC for CSP / hyperscalers self- It 3rd party APl (Rmb)

FOUNDATION

ROIC for CSP / hyperscalers self-built MaaS (Rmb)
i I 1P base case throughput 4,000 4,000 | 4,000 4,000 4,000
Token throughp'ut' (token / second / GPU) 2,000 3,000 | 4,000 I 4,500 5,000 Discount to 1P model 50% 20%l 30%l 20% 10%
Inference vs training workload 30.0% 40.0% 50.0% 60.0% 70.0% Token throughput (token / second / GPU) 2,000 2,400 | 2,800 | 3,200 3,600
Utilization rate 75.0% 75.0%l 75.0%l 75.0% 75.0% Inference vs training workload 100.0% 100.0%l 100.0%l 100.0% 100.0%
Revenue generating tokens (mn) 113,530 227,059 | 378,432 | 510,883 662,256 Utilization rate 75.0% 75.0%] 75.0%| 75.0% 75.0%
I I Revenue generating tokens (mn) 378,432 454,118 | 529,805 | 605,491 681,178
Input 4.00 5501 7.001 8.50 10.00 1 1
Input (KV Cache) 0.40 0551 070l 0.85 1.00 Input 4.00 550 | 7.00 | 8.50 10.00
Output 12.00 16.50 21.001 25.50 30.00 Input (KV Cache) 0.40 055 0701 0.85 1.00
Blended (Rmb/mn) 5.46 7511 9.56 | 11.60 13.65 Output 12.00 16.50 | 21.00 | 2550 30.00
Blended (US$/mn) 0.81 1111 1.42] 1.72 2,02 Blended (Rmb/mn) 5.46 751 9.56 | 11.60 13.65
| Blended (US$/mn) 0.81 1.11] 142 1.72 2.02
Revenue 619,872 1,704,647 3,615,918 | 5,927,522 9,039,794
Revenue 2,066,239 3,409,294 | 5,062,285 | 7,025,212 9,298,074
Server depreciation 1,600,000 1,600,000 | 1,600,000 1,600,000 1,600,000 I I
IDC depreciation 26,667 26,667 | 26,667 | 26,667 26,667 Sharing ratio 10% 10%] 10%] 10% 10%
Energy cost 68,000 68,000 | 68,000 | 68,000 68,000 Revenue sharing 206,624 340,929 | 506,228 | 702,521 929,807
Total cost and opex 1,694,667 1,694,667 | 1,694,667 | 1,694,667 1,694,667 Server depreciation 1,600,000 1,600,000 1 1,600,000 1 1,600,000 1,600,000
1 ] IDC depreciation 26,667 26,667 | 26,667 | 26,667 26,667
Inference cost 508,400 677,867 1 847,333 | 1,016,800 1,186,267 Energy cost 68,000 68,000 1 68,000 1 68,000 68,000
i 1 1 Total cost and opex 1,901,291 2035506 2,200,895 | 2,397,188 2,624,474
Gross profit 111,472 1,026,780 ]  2,768,584] 4,910,722 7,853,528 1 1
% margin 18.0% 60.2%] 76.6%] 82.8% 86.9% Inference cost 1,901,291 2035596 2200895 2,397,188 2,624,474
1 ] 1 1
Training cost 1,186,267 1,016,800 | 847,333 | 677,867 508,400 Gross profit 164,948 1,373,698y 2,861,390 ) 4,628,024 6,673,600
1 1 % margin 8.0% 40.3%] 56.5%] 65.9% 71.8%
OP / EBIT (1,074,795) 9980y 1,921,251 4,232,856 7,345,128 I I
% margin 173.4% 06%) 53.1%) 71.4% 81.3% OP / EBIT 164,948 1,373,698 ; 2,861,390 ; 4,628,024 6,673,600
I I % margin 8.0% 40.3%i 56,5%i 65.9% 71.8%)
Tax rate 15.0% 15.0%] 15.0%) 15.0% 15.0% | |
ax rate 5.0% 5.0% 5.0% 5.0% 5.0%
H H T 15.0% 15.0%) 15.0%) 15.0% 15.0%
NOPAT (913,576) 8483, 1,633,063, 3,597,927 6,243,359 1 1
i i NOPAT 140,206 1,167,643 ; 2,432,181, 3,933,820 5,672,560
Server 8,000,000 8000000 8000000 8,000,000 8,000,000 i i
IDC 400,000 400,000 400,000 400,000 400,000 Server 8,000,000 8,000,000 1 8,000,000 1 8,000,000 8,000,000
Total capex 8,400,000 8,400,000 | 8,400,000 I 8,400,000 8,400,000 IDC 400,000 400,000 1 400,000 1 400,000 400,000
! ! Total capex 8,400,000 8,400,000 I 8,400,000 I 8,400,000 8,400,000
ROIC (NOPAT / Capex) -10.9% 0.1%; 19.4%; 42.8% 74.3%) H H
T 1 ROIC (NOPAT / Capex) 1.7% 13.9%: 29.0% 46.8% 67.5%)
EBITDA 551,872 1636647 3547018l 5850520 8,971,794 i i
Tax 161.219 (1,407) (288,188) (634,928)  (1,101,769) EBITDA 1,791,615 3,000,364 4,488,056 I 6,254,690 8,300,267
Operating cash flow 713,091 1,635,150 3,259,730 5,224,594 7,870,025 Tax (24,742) <2°6v°55>| (429~2°8)| (694,204)  (1,001,040)
Cash payback (yrs) 11.78 saal 2.58 1.61 1.07 Operating cash flow 1,766,873 2,794,310 4,058,848 5,560,487 7,299,227
_——— Cash pay (yrs) 4.75 3.01 2.07 1.51 1.15
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Domestic inferencing — ROIC could be lower, but room for improvement

ROIC for CSP / hyperscalers self-built 3rd party APl (Rmb) Foreign

Performance vs foreign server 20% 25%| 30%| 35% 40%
Token throughput (token / second / GPU) 2,800 560 700 | 840 | 980 1,120
Inference vs training workload 100.0%, 100.0% 100.0%| 100.0%I 100.0% 100.0%
Utilization rate 75.0% 75.0% 75.0%| 75.0%| 75.0% 75.0%
Revenue generating tokens (mn) 529,805 105,961 132,451 | 158,941 | 185,432 211,922
| |
Input 7.00 7.00 7.00 | 7.00 | 7.00 7.00
nput ache; A . A A A .
1 KV Cach 0.70 0.70 0.70 | 070 0.70 0.70
Output 21.00 21.00 21.00 | 21.00 | 21.00 21.00
Blended (Rmb/mn) 9.56 9.56 9.56 | 9.56 | 9.56 9.56
Blended (US$/mn) 1.42 1.42 142 142 1.42 1.42
| |
Revenue 5,062,285 1,012,457 1,265,571 | 1,518,685 | 1,771,800 2,024,914
|
Sharing ratio 10% 10%] 10%] 10% 10%
Revenue sharing 506,228 101,246 126,557 | 151,869 | 177,180 202,491
Server depreciation 1,600,000 800,000 800,000 | 800,000 | 800,000 800,000
IDC depreciation 26,667 26,667 26,667 | 26,667 | 26,667 26,667
Energy cost 68,000 68,000 68,000 | 68,000 | 68,000 68,000
Total cost and opex 2,200,895 995,912 1,021,224 | 1,046,535 | 1,071,847 1,097,158
| |
nference cost y i i ) » i B ) ) i i
Inf 2,200,895 995,912 1,021,224 | 1,046,535 | 1,071,847 1,097,158
I I
Gross profit 2,861,390 16,545 244,347 472,150 § 699,953 927,756
% margin 56.5% 1.6% 19.3%i 31.1%i 39.5% 45.8%
[ [|
OP / EBIT 2,861,390 16,545 244,347 472,150 699,953 927,756
% margin 56.5%) 1.6% 19.3%i 31 .1%i 39.5% 45.8%
ax rate .0%)| .0% .0%, .0%, .0% .0%
T 15.0% 15.0% 150°/I 150°/I 15.0% 15.0%
1 (]
NOPAT 2,432,181 14,063 207,695 401,328 594,960 788,593
T L]
Server 8,000,000 4,000,000 4,000,000 : 4,000,000 : 4,000,000 4,000,000
IDC 400,000 400,000 400,000 I 400,000 I 400,000 400,000
Total capex 8,400,000 4,400,000 4,400,000 I 4,400,000 I 4,400,000 4,400,000
H H
ROIC (NOPAT / Capex) 29.0%] 0.3% 4.7%; 9.1%; 13.5% 17.9%)
1 1
EBITDA 4,488,056 843,211 1,071,014 I 1,298,817 I 1,526,620 1,754,423
Tax (429,208) (2,482) (36,652) (70,823)I (104,993) (139,163)
Operating cash flow 4,058,848 840,730 1,034,362 1,227,994 | 1,421,627 1,615,259
Cash payback (yrs) 2.07 5.23 4.25 3.58 | 3.10 2.72

FOUNDATION
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Al Foundation Model

15
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China Frontier LLM

Pro
Atlab | Alibaba__| MiniMax | Zzai | Moonshot | DeepSeek | Tencent | Xiaomi

Model Qwen3.8-Max M3 GLM-5.3 K3 V4-Pro Hy4 Preview MiMo-V2.6-Pro
Release date Aug-26 Jun-26 Aug-26 Jul-26 Aug-26 Aug-26 Sep-26
MiniMax

. . . GLM-5.3 . .

License Open Weight Community License Kimi K3 License MIT Apache 2.0 MIT
License

Total parameter (B) 2400 428 744 2800 1600 770 1020
Active parameter (B) 95 23 40 104 49 49 42
Context window (K) 1000 1000 1000 1000 1000 1000 1000
API price (Rmb/mn tokens)

Input (uncached) 12.00 3.15 8.00 20.00 6.75 6.00 3.00

Input (cached read) 1.50 0.63 2.00 2.00 0.23 0.30 0.03

Output 36.00 12.60 28.00 100.00 20.25 18.00 6.00
AA Intelligence Index 45 29 45 a4 36 n.a 46
Flash
Atlab | Alibaba__| MiniMax | Zzai | DeepSeek | _ Xiaomi |
Model awenzgflash VTN o 3Fash  vaiflash  MIMOVZE

preview Flash
Release date Aug-26 Sep-26 Aug-26 Sep-26 Sep-26
Qwen
License Community n.a MIT MIT MIT
License 1.0

Total parameter (B) 125 n.a 320 552 309
Activated parameter (B) 6 n.a 18 15

Prefill 8

Decode 16
Context window (K) 1000 1000 1000 1000 1000
API price (Rmb/mn tokens)

Input (uncached) 1.00 n.a 0.40 1.50 1.00

Input (cached read) n.a n.a 0.12 0.03 0.02

Output 3.00 n.a 1.40 6.00 2.00
AA Intelligence Index 40 n.a 42 39 38

Source: Company data, Artificial Analysis



Morgan Stanley | researcs FOUNDATION

Global SOTA Model

* Model performance criteria: intelligence level, price, speed
» China contributes over half of the top 10 SOTA models globally as a major competitor to the US

* Al model strategy: “Open” China vs. “Proprietary” US

Artificial Analysis intelligence index Arena.ai coding score

M us M us
70 B china 1.850 B china
60 1,800
50 1,750
40 1,700
30 1,650
20 1,600
10 1,550
° N > N > > N Q A 1,500
S e & Q & Q W D N N N AN Q 5 X 3
Qoé <\\§> <\‘§ é\ob 5 w‘*’g @Q K & R &8 K & &o& &sz &Q& @a &0& o & <~\°t> & é‘é\ < @
N N N N N > R O <& & & & & <F & o8 W oF
& 3 > & & & N $ o N
é‘\b é{b Q\@ A&'
N N &
bq'éz

Source: Atrtificial Analysis, Arena.ai, updated as Oct 2026
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Global SOTA Model Performance over Time

Frontier LLM intelligence index over time

® United States @ China

Z: Artificial Analysis
60 -

Artificial Analysis Intelligence Index
]

. - - —

' ' ' '
Nov 22 May 23 Nov 23 May 24 Oct 24 Apr 25 Oct 25 Mar 26 Sep 26

Release Date

Open-weight LLM intelligence index over time
@ United States @ China

Z: Artificial Analysis
60 -

Artificial Analysis Intelligence Index
@

] L L | =
0n ' i
Feb 23 Aug 23 Feb 24 Jul 24 Jan 25 Jul 25 Dec 25 Jun 26 Oct 26

Release Date

Source: Atrtificial Analysis
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China Major LLM Pricing Trend

FOUNDATION

China frontier LLMs average pricing trend (Pro) China frontier LLMs average pricing trend (Flash)

10.0

5.0

0.0

Source: Company data, average prices for Bytedance, Alibaba, Baidu, Tencent, MiniMax, Z.ai, Moonshot and DeepSeek; Updated as of Oct 15, 2026.

e |nput (RMb/mn token) - uncached

Output (Rmb/mn token)

34.6
21.9
18.1 18.1
12.2 13.4 12.7
8.7
6.0
3.3 22 2.7 4.0 3.8
1Q25 2Q25 3Q25 4Q25 1Q26 2Q26 3Q26

8.0

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0

3.5

0.4

2Q25

Output (Rmb/mn token)

4.3

0.8

3Q25

7.0

1.2

4Q25

Input (Rmb/mn token) - uncached

6.6

55
12 1.4
1026 2Q26

6.3

1.5

3Q26
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Global Top Multi-modal Models

FOUNDATION

Artificial Analysis text-to-video leaderboard

Artificial Analysis image-to-video leaderboard

Range ©© Model 1! Elo Range ©© Model 1/ Elo
T oA £7 Wan 30 T — 1174 1 A MiniMax H3 (768p) = s — 1141
2 @ Utopai X 4 [ Y 2 In Dreamina Seedance 25 [ 1139
: G 1 i
3 2% W DreaminaSeedance2s IS 1160 i e e
4 2 €2 Wan 30 1 — 1127
4 26 b MiniMax H3 (768p) = 1159°
5 O MiniMax H3 Max ([ S, . —— 1124+
5 < MiniMax H3 Max 4 1185
6 In Dreamina Seedance 2.0 1z
6 & FLUX3 L 1146
7 & FLUX3 . 1089°
I 7 Iu/ Dreamina Seedance 2.0 1136°
8 5 Grok Imagine Video 15 1068
8 G Gemini Omni Flash 11 I — 11382°
I 9 €7 HappyHorse-11 I — 1061 I
9 11 Agnes-Video-25 3 1068
10 2 MAGI-2 Preview = — 1046
10 12 [ GrokImagine Video 15 1060

by Oct 2026
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China’s Competitive Edge — Talent, Data and Power

Number of Al patents as of 2024 Global data volume in zettabytes

Total Al N“""bE.' °f FnkL s o e Global Data Volume in Zettabytes
Country Patents Companies in ST Key Jurisdictions I MO
(2024*) Dataset 250
1 China 12,945 523 24.8 CN, US, EP
2 United States 8,609 257 335 US, EP, CN, IP 200 I
3 South Korea 1,537 43 35.7 KR, US, CN, EP
4  Japan 1,537 41 375 JP, US, CN, EP 50
5  Germany 784 18 436  EP,US,CN & 3
] United Kingdom 369 11 335 GB, EP, US 52 ]
7 Netherlands 249 7 356  EP,US,CN 50 p 35 & l
8 Sweden 243 4 60.8 EP, US . _m ﬂ n
9  Finland 180 1 180 EP, US 2022 2023 2024 2025 2026 2027
10 Taiwan 156 11 14.2 TW, US, CN
Source: R&D World Source: IDC

AIDCs power demand as % of total China power demand Total wholesale DC supply and demand in China

Power demand from AIDCs and mix of total China power demand

(bn kh) ) mmmm Wholesale supply Wholesale demand
1,800 120% e tilization rate (RHS)
0.7% 30 90%
1,500 10.0%
80%
25
1,200 8.0% 70%
20 60%
900 6.0% =
42% o6 50%
600 40% 40%
2.3%
300 2.0% 10 30%
0 0.0% 3
2025E 2030E 2035E 10%
mmmm Total Power Consumption by DCs (bn kWh) Data center as % of total power demand (%, RHS) = 0%

2023 2024 2025 2026E 2027E  2028E

Source: CIC
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Al Application
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China Consumer Al — Beyond The Chatbot Race

FOUNDATION

China's consumer Al adoption remains well ahead of the US Al-native apps lead in scale, but multi-homing is the norm
Share of respondents using Al at least weekly Monthly active users (mn), Jul 2026
us W China 500
100% 0,
80% of respondents
60% 54% 54% 300 use five or more
200 161 Al tools
a0% — 124
100 | 51
0 — E— ———.........
(g —— S— :
Personal use Work-related use g G Q

Source: AlphaWise, Morgan Stanley Research, China (n=1 50¢ S (h=1.004 ir-Aug 2026 bource: QuestMobile, AlphaWise, Morgan Staniey Research, Note: MAU refers 10 monthly

€ china 2C Al monetizable revenue to reach ~Rmb300bn by 2030E @ Monetization mix in 2030€
Rmb bn Rmb bn (and % of total)

400 =5} Transaction commissions
281 (96%)
300
P Rmb I Advertising
294bn 10 (3%)
100
Subscriptions / pay-per-use
o - _— —— — " — 3 (1%)
2026E 2027E 2028E 2029E 2030CE

Source: Morgan Stanley Research

\ Numbers may not rounding

Consumer Al is a meaningful near-term revenue opportunity — and a longer-term platform for broader value creation.
We estimate ~Rmb300bn of monetizable revenue by 2030E, with further upside to ~Rmb1.6tn by 2040E as Al becomes more deeply embedded in everyday digital life.



Morgan Stanley | researcs FOUNDATION

The Tencent/WeChat Ecosystem

1 billion+ 8 Trillion RMB 267 million
Daily average commercial payment GMV facilitated by Fee-based
tranasctions on Weixin Pay () Weixin Mini Programs (2) VAS subscriptions )
o ¥ * @
Te t Vid /gf } ‘ Tencent  Mini
;?:eeg Accozgts (l"” E Games Gar!nes

Watching ‘ Playing ; Q
videos ' games
QQ Music  WeSing
o.ﬁ 2.0 Weixin sj 3.
P y % X
Sha "‘f’ Kugou Music Kuwo Music

ring , ° & Soclallslng Llstemng arli
singing

EE] Seeking

Tencent Tencent S
Medipedia Health Beic help

Communicatuons

Productivity and V] \
collaboration o

ORBO

WeCom Tencent Tencent QQBrowser
Meeting Docs

Oxs ¥ OO0OwWa 6 e

Weixin Pay LiCaiTong Weildai WeSure Mini Programs Mini Shops

%.l

Qidian  WeChat
Readlng Reading Reading

Financial Services Shopping
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2P Al Application — Content Creator

Kuaishou Kling ByteDance Dreamina

Khnq.-'-\l

KLING 2.1
Start & End Frames Contest

il

(&) Halluo Al

| (BEse Transform Id

THE D
BR.THERS

LISBON

FOUNDATION

Start Creating With Al

h-
_MTEM

Content creatlon market

Professionals

(Designers,
Producers)

General consumers

(Hobbyists, Enthusiasts, K-12,
Social Media Users)
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2B Al Application — Early Adoption Cases

Financials Healthcare Energy & E-commerce
Industrials

Marketing Al Portfolio New Drug Energy Usage Product Description &  Document Summary
Efficiency Management Development Analytics Image Generation & Rewrite
Enhanced Ad ) . ; ) ) Energy Trading ) .
Targeting Financial Advisors Medical Imaging Enhancement Customer Services PPT Generation
Recommendation . ) Pathology ' .
Engine Credit Review Detection Labor Scheduling Data Analysis Knowledge Base
Higher Ad ) . Leak Detection & o Email/IM
© - Compliance Check Identify Biomarkers Tk Eiesiens Demand Prediction Summary
Ad Auction Investment Clinical Decision Geological Model Inventory Spreadsheet
Dynamics Research Support (CDSS) eological Models Management Formula Generation
Content Customer Analysis of Al Tools Al Human
Creation Service Genomic Data for Pipelines Model
Customized Physician Point

Travel ltineraries

Videl Game
Development

of Service Tools
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2B Al Application — Enterprise Adoption

Public cloud vs. GenAl major milestone

Milestone Public Cloud GenAl

Foundation theory 1983: Utility Computing by Sun 2017: Transformer by Google

First product 2002: AWS 2018: OpenAl GPT-1

Commercialization 2006: AWS EC2 2022: OpenAl GPT-3.5

China's first product 2009: AliCloud 2023: Baidu Ernie Bot

China mass adoption 2013: AliCloud, Tianyi Cloud, QingCloud, UCloud 2025: DeepSeek-R1, Alibaba Qwen2.5-Max,

Bytedance Doubao 1.5-pro

Work hours to be replaced by GenAl in next 3 years in China Enterprise workload penetration estimates

Estimates on Work Hours to be Replaced by GenAI/LLM in Next 3 Years a5

28 . 31%
45% A% 30%
40% e 5%
3% | kot bl 2K 25%
30%
20%
25% 5%
2% Lot 15% 15%
15%
10%
10% 10%
0% | e 5%
Less than 5% 6-10% 11-20% 21-30% 31-40% 41-50% More than 50%
0%

T+0 T+1 T+2 T+3 T+4 T+5 T+6 T+7 T+8 T+9 T+10
s China public cloud China GenAl US GenAl
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Companies
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Alibaba Cloud: Full-stack Al cloud offering

Owning the full Al Stack

An integrated stack — not only owning the largest China
cloud infrastructure, but also offering top tier Al model
(Qwen), tools (Alicloud) and apps needed to build agents.

Consumption-centric Applications

Al agents/coding assistant ¢ Qwen app ® Wukong ¢ Alibaba token hub

(Qoder CN)
SOTA open weight Models (MaaS)
Model Studio: Bailian, Qwen 3.8, Wan, Happy Horse & third-party models laaS PaaS MaaS
Compute, storage, Data + Al Qwen/Wan
network, security engineering models. Fhrough
toolchain Bailian
Cloud infra (Alicloud) Key financials
GPU compute, ACK containers, network, security ® Multi year cloud US$100bn cloud revenue target by 2030;
Al engineering platform PAI: label, train, optimize, deploy and monitor models growth 40-50% CAGR
Data, analytics & databases: ApsaraDB/RDS ¢ analytics ® data pipeline . Al capex yields mid teens ROIC with <3-
@ SolidROIC
year payback
® Cloud margin Expanding cloud margins with high
Al infrastructure & chips expansion visibility reaching long-term target of 20%
« T-Head PPU (GPU), CPU, scale-up networking ARR currently at Rmb20bn+, doubled in 3
wen ARR ram ;
. @ P months, expects to exceed RMB30bn+ by

up year-end
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o L3 o L3 o
[ ]
Alibaba (Top pick): Multi-year cloud growth and margin expansion
Cloud revenue (Rmbm) Cloud EBITA and margin (Rmb bn)
mmmm Cloud revenue (Rmb bn) Cloud YoY (base) 120 mmmm Cloud EBITA EBITA margin . 19.0% 20%
600 60% 18.0% o
16.0% °
53% 100 1 16%
500 50% 14.0% g
45% 80 14%
400 40% 82 12%
34% 60 8.9% 8.7% 10%
300 30% 30%
%
40 5.8% 8
200 20% 20% 6%
34 5
- 20 %
100 10% 2
. 1 m
Ja% 0 — N 0%
F2024 F2025 2026E 2027E 2028E 2029E 2030E F2024 F2025E 2026E 2027E 2028E 2029€E 2030E
Total Revenue (Rmb bn) Total adj EBITA (Rmb bn) -
mm Total revenue Total revenue yoy% (RHS) 300,000 60% 30000 SOTP (US/share)
11.2% LA T 7Y | Us 245 -
241368 40%
- Bo.6% . 250,000 sa7% 366 250.00 =
111 0 320%
o83 9% 1,024 v B6n 0.0% 8% 200,000 1dele11.6% w0 1830 200.00 & 127.00
4 0% us1so
‘ 150,000 150.00
5.0% 6% 20% % 91.00
100.00
- 100,000 40% a1.00
128.00
h B " i bl o - m ﬂ
0% -80% Low Mid High

F2024

F2025 2026E 2027E 2028E 2029E 2030E

o
o
=
o~
[

F2023
F2024
F2025E
2026E
2027E
2028E
2029€
2030E

m E-commerce

Cloud mAIDC m T-head m Qwen

Net cash/(debt)

Investment value
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Tencent: Step Up Al Investment in 2026
Tencent’s key products and data flywheel Key franchises resilient and defensible in age of Al
Qe e @ oyt o
Tencent Yuanbao WeCom WeChat R N R -ac;.rlAU at1,432m P Geg
[ I Q Music Tencegt Neys * Mobile device MAU at i 9\0

FTencentima

oo (TEZZZH N 8
r\ QQ Browser QQ

Al-Native Apps

Hy LLM

“\

Terlcent

Tencent Maps

Tencent Meeting n

Tencent Docs

Tencent Ecosystem

o Leading in productivity Al - WorkBuddy & CodeBuddy

= #1 by revenue 516m ] 0\)
Video

* i#1 by paid subscriptions
Music

* #1 by paid subscriptions
Literature

= #1 by users’ paid revenue

Mobile Payment
* #1 by MAU & DAU

Digital
Content

Communications

Mobile Browser & Social Networks

* #1by MAU
Language Input
* #1 by MAU laas
* Large scale, high-performance

13a$ network
! PaaS

- » #2 by revenue?
e‘e Saas
et * #1 productivity office software
applications by total user time

000 spent

\ / ° Driving broader adoption of consumer Al - Xiaowei & Yuanbao

1. Al rankings above rofier ko China market. unless otherwise siated. Company data and Questhoble. 1028
2 IDC Quartery Public Cloud Services Tracker, 4025

WorkBuddy & CodeBuddy ranked #1 among PC-based Al-native office agents in China

!

i

i

27.5 i

i

12.8 E

79 !

. = 35 16 16 13 12 14 09 :

— e — i

WorkBuddy & Trae IDE QoderWork QClaw Coze Marvis Wukong LobsterAl AutoClaw MiniMax agent E
CodeBuddy (Domestic) !

Source: Company data, millions of Interactions in June 2026, Analysis,
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Morgan Stanley
Tencent: Step Up Al Investment in 2026

Solid Core Business with Improving Al Capabilities

Total Revenue (Rmb bn) Online ads revenue (Rmb bn) Online Games Revenue (Rmbbn)
—VAS Onlineads mmmm FBS  mmmm Others Growth (%) = Onling ads Growth (YY) International games mmm Domestic games
e Domestic growth (YoY) w1t goWEh (YoY)
1200 0% 2500 2%
28% 23%
1,00 L T i W15 e
- 0% .I 5% 15%
1%
16% 150.0 0%
- 15% o
600 F ' ‘ g .
0% 100 ‘
I a 10 8 g s %% Sgy
400 II
. 5%
200 ‘ -

1%

2021 2022 2023 2024 2025 2026e  2027e 2028

5%

2019
2020
2021
2022
2023
2024
2025
2026e
2027e
2028e

2019 2020 2021 2022 2023 2024 2025 2026e 2027e 2028

Increasing Margin Pressure with Stepped-up Al Investment
Non-GAAP OP (Rmb bn)

s Non-BAAP P (Rmbbn; LHS) s Non-GAAP OP ex-Al (Rmbbr; LHS) 250 CAPEX (Rmb bn)
450 0%
35%
30% 200
25%
2% 150
15%
10%
I3 100
% 0%
5% 50
0%
5% 0

2019 2020 2021 2022 2023 2024 2025 2026e 2027e 2028e

2020
2021
2022
2023
2024
2025
2026e
2027
2028e

o
=
o~
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Baidu: Limited core business recovery; Al Cloud Infra as Core Rev Driver

« Baidu Core Al-powered Revenue: Reached Rmb12.5bn in 2Q26, accounting for 50% of Baidu core revenue.
« Al cloud infra rev grew 50% YoY, with GPU Cloud revenue grew 283% YoY in 2Q26
« Apollo Go delivered >23mn cumulative rides, globally operating in 28 cities.

9.9B rms
34%, vov

Al Cloud revenue in 2Q2672

7.3B rus

5‘0%"!’@(
Al Cloud Infra
revenue growth in 2Q267

28303":) Yoy

GPU Clowd
revenue growth in 2qz6!

Triple-digit revenue growth
for FY257

v Enhanced the autonomous driving system robustness and operational rigor through comprehensive reviews.

Europe

¥ London: began open-road testing
in partnership with Uber and Lyft.

¥ Switzerland: conducted open-road
testing in partnership with PostBus.

Central Asia

Chinese
Mainland
| ¥ 100% fully driverless
= I operations.

South Korea

v Kazakhstan: signed an MoU with
TPH Ltd. to jointly explore
autonomous ride-hailing services

The United

¥ Entered the South Korear
market, starting with the
Seoul metropolitan area.

Hong Kong

Arab Emirates
¥ Dubai: launched fully driverless
commercial operations, with rides
available through the Apollo Go and
Uber app.
¥ Abu Dhabi: launched fully
autonomous ride-hailing services.

¥ Received Hong Kong's
first permits for fully
driverless testing and
began testing on Airport
Island

Mote: ! Company data as of August 2026 2Company data as of June 2026,
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Baidu: Limited core business recovery; Al Cloud Infra as Core Rev Driver
(Rmbrm) Baidu core marketing revenue Baidu core Al cloud infra rev (Rmbm)
mmmm Online Marketing Revenue (Rmbm) YoY Growth (%) mmmm Al cloud infra rev Yo Growth (%)
90,000 70%
80,000 73,9197 75112 15% 65%
6628 %y 520 72972 ) 80,000 60%
70000 66, 8% 62,600 10% 70,000
50%
60,000 5%
50,706 60,000
50,000 \ 45,635 43354 0% 50,000 40% 40%
-3% 34%
40,000 5% 40,000 20% 0%
30,000 -10% 10% 30,000
. 20% 20%
20,000 14% -15% 20,000
10,000 -19% -20% 10,000 I I 10% 10%
25% 0%
2020 2021 2022 2023 2024 2025 2026e 2027e 2028e 2024 2025  2026e  2027e 2028 202%  2030e
Baidu Core Revenue (Rmbbn) Baidu core non-GAAP OP (Rmbm)
mmmm Online Marketing Revenue (Rmbb) Non-marketing Revenue (Rmbb) Baidu Core Non-GAAP OP (Rmbm) Baidu Core Non-GAAP OPM (%)
e YOY Growth (%) —
160 20.0% 30,000 30%
140 25,000 . 25%
. 15.0% 23.9%mm 29 85
20,000 20%
100 e 10% g 100%
28 8 | 32 3 ’
i 0 " b 81 " 15,000 0% - 15%
5.0% g 12:5% 120% 120% 12:0%gll 12.0%
60 : 10,000 10%
4
d 0.0% 5,000 5%
20
5.0% 0%
2023 2024 2025  2026e 2027 2028 202%  2030e 2023 2024 2025 2026e  2027e  2028e 2029  2030e



Morgan Stanley | researcs FOUNDATION

Meituan: Non-linear recovery; Silver linings in In-store Others

Food delivery UE and AOV (Rmb) IHT OP and OPM
i UE (Rmb) AQV (Rmb; RHS)
2.00 51 i [HT OP (Rmbm) IHT OPM (%)
S5l 50.2 1.47 50 25,000 50%
0.99 L 1.05 1.06 i 45.7% 45%
1.00 ‘ 20,000 40%
482
- 48 asse ML, .., 35%
: 47.3 15,000 9.4% 30%
. 46.8 - 4638 a7 6:5% gu27-0% 28 0%
2022 2023 2024 ‘ 2026E 2027 20288 46 10,000 20%
(0.50) 454 i 15%
(1.00) 5,000 10%
' (0.89) L 5%
(1.50) 43 : 0%
2022 2023 2024 2025 2026 2027E  2028F
Core local commerce OP (Rmbm) Meituan SOTP HK$/share
70,000 [ 300% 200 mFood Delivery  IHT minstashopping + Xiacxiang = Net cash + investments
HKS$180
60,000 52415 180
50,000 160 e
40,000 7% 248 L HKS130 —
20,503 -5 35% i 5
30,000 HKS100 =
100 | E— —
20,000 1 14
113% 80 g 40
10,000
60 36
0
2021 2022 2023 2024 2026640020276 2028E | -
(10,000) -308% et
(6,904) 2
(20,000) L -400%

Low Mid High
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Meituan: Online in-store services GTV of Rmb2.8tn in 2030e; to maintain in store others 2:1 GTV mix
vs. Douyin

mm |n-store dining (online)

3,000

2,500

2,000

1,500

1,000

500

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Online in-store services GTV breakdown (Rmb bn)
In-store others (online)

Online penetration (%)

25%
21%

20%
15%
10%
5%
0%

2022 2023 2024 2025 2026e  2027e 2028e  2029e 2030e

Online In-Store Others Validated GTV Market Share (%)
Meituan Douyin  Others
18%
13% s 16% 15%
i 15% 14%
o 43% 45% 0% . = = -
2023 2024 2025 20260 2027e 2028 20292 2030e

2,000
1,800
1,600
1,400
1,200
1,000
800
600
400
200

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Online in-store others GTV (Rmbbn)
=== (Others online penetration (%)

25%

20%

15%

10%

5%

0%

2022

2023 2024 2025  2026e 2027e 2028e  202%  2030e

Online In-Store Dining Validated GTV Market Share (%)

m Meituan w Douyin Others

i

2023

2024 2025 2026e 2027e 2028e 2029 2030e
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Z.Al & MiniMax

Z.Al — Focusing on LLMs

UsS$mn . .
$ Z.ai ARR (monthly basis)
3,000 » Z.ai gross margin
’ 70%
, 66%
2,500 Y 60%
/
,/ 50% 9% 50% 50% 50%
2,000 ’ 40%
)/ 40% 35%
30%
1,500 30%
19%
GLM-5.3 Flash 20% ;
1,000
10% 3%
GLM-5.
500 GLM-5 0%
GLM-4.5 GLM-4.66LM-4.7 2024A 2025 2026E 2027E 2028E
- - On-premise deployment Cloud-based deployment
Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26
MiniMax: Omni-modality player
US$mn .. .
MiniMax ARR (weekly basis) - MiniMax gross margin
A
1,400 70% 63% 64%
1,200 60%
50% 38% 40%
1,000 40% 30%
30%
800

20% /%
H3 o 10%
600 wa 10% 7% 59%
o /
400 -89 20 2025A 2026E 2027E 2028E

-10%

200 M2 M2 Aoy -20%
Wi M2

) MaaA| Maa$
Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 PP
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Valuation Methodology and Risks

Alibaba Group Holding (BABA.N)

Base case, discounted cash flow model. Key assumptions include a 10% WACC and 3% ter-
minal growth rate, in line with our Chinese Internet coverage range.

Risks to Upside

m Better core e-commerce monetization, driving earnings growth upside
B Faster enterprise digitalization, re-accelerating cloud revenue growth
m Stronger Al demand to drive cloud revenue

Risks to Downside

B More intense competition

m Higher-than-expected reinvestment costs

m Weaker consumption amid a slower post-Covid recovery
m Slower pace of enterprise digitalization pace

m Regulation - additional scrutiny of Internet platforms
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