J.PMorgan

Baidu.com (BIDU US & 9888 HK)

Baidu 3Q26 Preview: Cloud Carries the Quarter, Ads
and Depreciation Cut Earnings; Trim PT, Stay OW

We maintain Overweight on Baidu but cut our 2026E and 2027E non-GAAP
net income by 15% and 42% ahead of 3Q26 results. Two changes drive the
cut. Online marketing is weakening further, and we see no reset in Al search
monetization before Baidu sets its 2027 plan. The 2026 step up in capex also
raises our depreciation assumption, most visibly in 2027E. Neither change touches
the reason to own the stock: our case rests on GPU Cloud and Kunlunxin, and we
expect 3Q26 to show Al Cloud Infra reaccelerating with better cash conversion.
We trim our Jun-2027 PTs to US$145 for BIDU US and HK$140 for 9888
HK, from US$175 and HK$170, respectively.

e Cloud Infra should reaccelerate, and its revenue quality is improving. We
forecast 3Q26 Al Cloud Infra revenue of about RMBS8bn, up roughly 90% YoY and
10% QoQ, after 50% YoY growth in 2Q26. We believe more GPU Cloud customers
now prepay to secure scarce high-end compute, and that contract terms are
stretching from about 12 months toward two to three years. September investor
discussions centered on Kunlunxin timing; we think this print shifts the debate
toward cloud revenue that arrives as cash before the service is delivered.

e The cash floor looks sturdier than investors fear. Investors have asked whether
Al capex will consume the net cash that anchors the valuation. We estimate 3Q26
capex fell below RMB8bn from RMB11.4bn in 2Q26, and we expect operating cash
flow to stay positive for a fifth consecutive quarter, helped by customer prepayments
and by redeploying existing compute to external clients. We see no need for an
equity or convertible raise, and we keep our 20% haircut to net cash.

e Valuation and risks: The PT cut is modest because the businesses behind the
estimate cuts, Al native marketing and legacy search, make up only about 13% of
our SOTP; cloud, Kunlunxin and net cash account for over 80%. The nearest risk is
our own capex: if 3Q26 Al Cloud Infra capex falls short of RMB7bn, we will judge
whether lower spending reflects capital efficiency or weaker demand, with GPU
Cloud growth above 100% as the deciding test. Other risks include a deeper ad
decline, weaker cloud pricing if compute supply loosens, and further Kunlunxin
delays; our valuation assumes no listing date.

¢ What we expect in 3Q26: We expect Baidu General revenue to return to slight YoY
growth as Al Cloud Infra offsets the ad decline, while non-GAAP operating profit
falls to its 2026 low.

e Cloud does the work at the top line. We forecast Al Cloud Infra revenue of about
RMBS.0bn, roughly RMB3.7bn more than a year ago, against an online marketing
decline of about RMB3.1bn. Al powered businesses should reach about 52% of
Baidu General revenue, a new high. We expect Cloud Infra to grow again
sequentially in 4Q26.
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Table 1: Key forecasts for 3Q26

J.PMorgan

YE 31 Dec 3Q26 3Q25 2Q26 YoY QoQ
Figures in RMBm %
except for per share data JPMe Consensus delta Actual  Actual % %
Net revenues 30,686 30,649 0% 31,174 31,325 -2% 2%
Baidu core 24,772 24659 25,183 0% -2%
iQiyi 6,114 6,682 6,287 -9% -3%
Interseg deductions (200) (167) (145) -20% -38%
Gross profit 11,904 11,046 8% 12,859 12,227 7% -3%
EBIT (GAAP) 717 (15,091) 3,024  -105% -76%
EBIT (non GAAP) 1,606 2,205 3,785 -27% -58%
Baidu core 1,557 2,225 3,817 -30% -59%
iQiyi 48 (22) (30)  -322%  -260%
PBT (GAAP) 1,437 (13,145) 3208  -111% -55%
Net income (GAAP) 1,169 2,224 -47% (11,232) 2319 -110% -50%
Net income (Non-GAAP) 2,058 2,693  -24% 3,770 2,573 -45% -20%
EPADS (GAAP)
Diluted 5.97 898  -33% -33 7 -118% -11%
EPADS (Non GAAP)
Diluted 5.97 9.75  -39% 11 7 -46% -20%
Source: J.P. Morgan estimates, Bloomberg Finance L.P. (as of Oct 23, 2026).
Table 2: Baidu SOTP table
US$, mn Valuation
’ basis Valuation multiple Shareholding % Valuation
Al cloud infra (ex Kunlun chip EVisales 2.5x 2027E Al cloud 100% 14,658
sales) infra revenue
i 0, 0,
Kunlun EV/sales 15x 2027E Kunlun chip 67% (50@ HoCo 11897
revenue discount)
Al Applications pg 2027EA app"CS:ffﬂ 100% 520
Al native marketing services PIE 5x 2027E Al marks::f?t 100% 1,987
. 3x 2027E traditional o
Legacy Business PIE search profit 100% 4,700
Q 45% 389
TCOM 7% 1,666
Net cash 13,830
Total valuation (US$, nm) 63,830
# of FD ADS (mn) 346
Value per share (US$) 145

Source: J.P. Morgan estimates. (as of Oct 23, 2026)

Earnings hit their trough. We forecast group non-GAAP operating profit of about
RMBI1.6bn, down 27% YoY and less than half the RMB3.8bn of 2Q26, for a Baidu
General margin of about 6%. Three pressures land together: the ad decline removes
high margin revenue, depreciation rises on 2Q26's RMB11.4bn of capex, and model
training spend on data, talent and compute steps up. We expect margins to recover in
4Q26, though not to 2Q26 levels while ads stay weak.

Below the line is cleaner but smaller. We expect a smaller FX hit than the
RMB1.2bn loss in 2Q26, but interest income keeps drifting lower (RMB1.7bn in
2Q26 versus RMB1.9bn in 3Q25) as cash moves into compute. After a 31% tax rate
in 2Q26, we assume 20% for 3Q26 and forecast non-GAAP net income of about

RMB2.0bn, down 47% YoY.
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Four debates into the print:

September investor discussions on Baidu centered on Kunlunxin timing and the cash
floor, while the sector debate centered on whether cloud compute earns its cost. The
3Q26 print supplies evidence on all four debates below.

Does cloud growth earn a return, or just consume capex?

Investors across China's cloud providers want proof in utilization, pricing and
cash recovery, not revenue alone. We think Baidu holds three advantages. It can
redeploy compute bought earlier at lower prices, some of it previously used
internally, so new revenue does not need matching new capex. Demand for high end
GPU cloud in China is growing faster than supply, which favors the few providers
with top tier capacity on both price and payment terms. And customers increasingly
prepay and sign two-to-three-year terms, which narrows the gap between spending
and cash.

The risks are real. Longer contracts can lock in prices below future spot, rising
storage costs squeeze margins unless passed through, and visibility falls as terms
lengthen; we expect Baidu to turn down long contracts at thin margins. We also do
not reinstate the segment growth premium over peers that we retired in August:
growth of about 90% YoY partly reflects a soft base, as Cloud Infra fell to
RMB4.2bn in 3Q25 from RMB4.9bn in 2Q25. Sequential growth of about 10% is the
cleaner signal.

What the print can show: GPU Cloud growth, Cloud Infra QoQ growth, and the
change in customer deposits and deferred revenue on the balance sheet.

Does the cash floor survive the buildout?

Net cash supplies 28% of our SOTP, so the question we heard in September matters:
will capex consume it? 2Q26 sharpened the concern, with capex of RMB11.4bn
against operating cash flow of RMB3.4bn and gross borrowings up about RMB14bn
in 1H26. We think 3Q26 eases it. We estimate capex below RMB8bn, and we expect
operating cash flow, positive in each of the four quarters since 3Q25, to stay positive.

Prepayments now fund part of new procurement and onshore bank credit remains
cheap, so we see no need for a placement or convertible. We keep our 20% haircut to
net cash rather than widen it.

What the print can show: operating cash flow, capex, gross debt, buyback pace, and
any update on the year-end dividend.

When does Al search start to monetize?

Part of the ad decline is Baidu's own choice. Al generated answers now fill much of
the search page (about 70% of mobile result pages carried Al content by October
2025), which displaces ad slots and adds compute cost, while Baidu holds back



Alex Yao
(86 21) 6106 6505
alex.yao@jpmorgan.com

Asia Pacific Equity Research
23 October 2026 J.P. Morgan

monetization to protect user experience. We doubt the current trade of more
resources and IT cost for little new revenue can last, but we see no reset before Baidu
sets its 2027 plan.

We therefore model continued declines through 4Q26 and treat earlier monetization
as upside that our estimates exclude.

What the print can show: the online marketing trend into 4Q26, Al native marketing
QoQ, and any signal on 2027 monetization.

Is Kunlunxin still a catalyst?

Kunlunxin filed confidentially for a Hong Kong listing in January 2026, but no
public timetable exists, and investor patience wore thin over the summer. We value
Kunlunxin at about US$34 per ADS (15x 2026E chip revenue on a 67% stake, after a
50% holdco discount) and assume no listing date and no distribution to Baidu
shareholders. A listing would crystallize value, but the parent case does not depend
on its timing.

Separately, Baidu's Hong Kong dual primary listing took effect on September 1, and
its shares joined both Southbound Stock Connect programs in early September. That
settles one structural question for the parent and adds a new marginal buyer.

What would move us: a public prospectus or listing hearing, or a defined mechanism
for Baidu holders to share in Kunlunxin value.
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Key Changes (FYE Dec)

Ad. EPS - 26E (Rmb)
Adj. EPS - 27E (Rmb)

Prev Cur
4161 3524
75.35

A
-15.3%
43.42 -42.4%

Quarterly Forecasts (FYE Dec)

Adj. EPS (Rmb)

Q1
Q2
Q3
Q4
FY

2025A
18.74
14.05
1112
11.33
55.29

2026E
12.54A
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5.97
9.24
35.24
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11.20
941
13.35
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Style Exposure

Quant Current
Factors %Rank
Value 1
Growth 72
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Quality 75
Low Vol 68
ESGQ 9
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Sources for: Style Exposure — J.P. Morgan Global Markets

Strategy; all other tables are company data and J.P. Morgan

estimates.
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Baidu 3Q26 Preview: Cloud Carries the Quarter, Ads and
Depreciation Cut Earnings; Trim PT, Stay OW

We maintain Overweight on Baidu but cut our 2026E and 2027E non-GAAP net
income by 15% and 42% ahead of 3Q26 results. Two changes drive the cut. Online
marketing is weakening further, and we see no reset in Al search monetization before
Baidu sets its 2027 plan. The 2026 step up in capex also raises our depreciation
assumption, most visibly in 2027E. Neither change touches the reason to own the
stock: our case rests on GPU Cloud and Kunlunxin, and we expect 3Q26 to show Al
Cloud Infra reaccelerating with better cash conversion. We trim our Jun-2027 PT for
9888 HK to HK$140 from HK$170.

Investment Thesis, Valuation and Risks
Baidu Inc (Overweight; Price Target: HK$140.00)

Investment Thesis

Maintain OW. The reasons to own the stock are concentrated in its rapidly scaling
GPU Cloud and Kunlunxin, with limited value implied for ERNIE applications,
Apollo Go and legacy search. Our PT reflects valuations for Al-native Marketing and
Cloud and a haircut to net cash as the buildout absorbs more capital

Valuation

Our Jun-27 PT of HK$140 is based on our US$145 price target (SOTP-based), using
aratio of 8 ordinary shares per ADS and a USD/HKD exchange rate of 7.77.

SOTP valuation

US$, mn Valuation

’ basis Valuation multiple  Shareholding % Valuation

Al cloud infra (ex Kunlun 2.5x 2027E Al cloud o
chip sales) EVisales infra revenue 100% 14,658

0, 0,
Kunlun EV/sales 15x 2027E Kunlun  67% (50@ HoCo 11897
chip revenue discount)

. 8x 2027E Al o
Al Applications PIE application profit 100% 520
Al native marketing services PIE 5 2.027E AI 100% 1,987

marketing profit

. 3x 2027E traditional o
Legacy Business PIE search profit 100% 4,700
IQ 45% 389
TCOM 7% 1,666
Net cash 13,830
Total valuation (US$, nm) 63,830
# of FD ADS (mn) 346
Value per share (US$) 145

Source: J.P. Morgan estimates, Bloomberg Finance L.P. (data as of Oct 23, 2026).

Risks to Rating and Price Target

Downside risks include: 1) slower-than-expected Baidu core advertising growth due
to weak advertiser demand and competition; 2) stronger-than-expected competition
in China’s autonomous driving market; and 3) stronger-than-expected competition in
China’s cloud market. Potential upside catalysts include an earlier-than-expected
recovery in sector sentiment and a stronger-than-expected recovery of ad revenue.
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Price Performance

200
150 Maintain OW. The reasons to own the stock are concentrated
HK$ M\/‘“ WMJ\L"\,\ prs in its rapidly scaling GPU Cloud and Kunlunxin, with limited
100 y M\LW\ value implied for ERNIE applications, Apollo Go and legacy
search. Our PT reflects valuations for Al-native Marketing

50 and Cloud and a haircut to net cash as the buildout absorbs
Jan 26 Apr 26 Jul 26 Oct 26 more capital.

Summary Investment Thesis and Valuation

— 9888.HK Price (HK$)- HSI (rebased)

YTD 1m 3m 12m Our Jun-27 PT of HK$140 is based on our US$145 price
Abs -42.9% -16.1% -28.1% -34.8% target (SOTP-based), using a ratio of 8 ordinary shares per
Rel -32.4% -1.5% -20.2% -23.7%
ADS and a USD/HKD exchange rate of 7.77.
Company Data
Shares O/S (mn) 2210 Performance Drivers
52-week range (HK$) 161.20-74.85 Market
Market cap ($ mn) 21,146
Exchange rate 7.85 Region
Free float (%) 94.2%
3M ADV (mn) 13.00 Macro
3M ADV ($ mn) 152.6 Style
Volatility (90 Day) 45 )
Index HsI Idiosyn.
BBG ANR (Buy | Hold | Sell) 320200 Factors oM Corr  corr
Key Metrics (FYE Dec) Market: MSCI Asia Pac ex JP 0.54 0.53
Rmb in millions FY25A  FY26E  FY27E  FY28E Region: China 0.65 0.58
Financial Estimates
Revenue 129,079 127,437 146,644 174,963 Macro:
Adj. EBIT (2,218) 12270 14,058 23,673 Emerging Central Bank Rate -0.35 -0.39
Adj. EBITDA 12220 26288 30628 40,295 US 10 Year Yield 037 0.27
ﬁgi Eeptsmcome 1259‘2‘; 135132 133? Zg 22722: Emerging Economies CPI(YoY) 0.38 0.25
BBG EPS 6.50 481 589 694 Quant Styles:
Cashflow from operations (3,013) 26,406 41241 42,391 Momentum -0.46 -0.22
FCFF (20194)  (6,984) 13687 13,383 Size -0.31 0.15
Margins and Growth Value 022 0.11
Revenue Growth Y/Y (%) (30%)  (13%)  15.1%  19.3%
EBIT margin (1.7%) 96%  96%  13.5%
EBIT Growth Y/Y (%) (1085%) (653.2%)  14.6%  68.4%
EBITDA margin 9.5% 20.6% 20.9% 23.0%
EBITDA Growth Y/Y (%) (70.0%) 115.1% 16.5% 31.6%
Net margin 14.7% 9.5% 10.2% 13.3%
Adj. EPS growth (284%)  (36.3%)  232%  55.8%
Ratios
Adj. tax rate 12.2% 16.4% 13.8% 15.4%
Interest cover NM NM NM NM
Net debt/Equity 0.1 0.1 0.1 0.0
Net debt/EBITDA 3.3 1.6 0.9 0.2
ROE 6.6% 4.1% 4.9% 7.3%
Valuation
FCFF yield (923%)  (31.7%)  622%  60.8%
Dividend yield - - - -
EV/Revenue 14 14 1.1 0.9
EV/EBITDA 14.9 7.0 55 38
Adj. PIE 1.2 1.8 1.5 0.9

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or exact.
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Baidu.com: Summary of Financials

J.PMorgan

Income Statement _____________FY24A__ FY25A__ FY26E _FY2/E CashFlowStatement _________________ FYA_ __FY25A __ FY26E __FY2E
Revenue 133,125 129,079 127,437 146,644 Cash flow from operating activities 21,234 (3,013) 26,406 41,241
COGS (66,102) (72,436) (77,287) (89,659) o/w Depreciation & amortization 14,628 14,438 14,018 16,571
Gross profit 67,023 56,643 50,150 56,985 o/w Changes in working capital (27,468)  (25,847) 4,072 14,996
SG&A (22,193) (24,662) (21,166) (26,306)
Adj. EBITDA 40,682 12,220 26,288 30,628 Cash flow from investing activities (8,555)  (25,136) (30,306)  (24,990)
D&A (14,628) (14,438) (14,018) (16,571) o/w Capital expenditure (8,134)  (12,073) (30,306)  (24,990)
Adj. EBIT 26,054 (2,218) 12,270 14,058 as % of sales 6.1% 9.4% 23.8% 17.0%
Net Interest 5,138 5,818 3,687 2,976
Adj. PBT 33,406 10,321 14,537 17,405 Cash flow from financing activities (13,759) 17,142 0 0
Tax (4,447)  (1,259)  (2,380)  (2,409) o/w Dividends paid 0 0 0 0
Minority Interest (415) 132 119 (42) olw Shares issued/(repurchased) 0 0 0 0
Adj. Net Income 27,002 18,941 12,145 14,954 o/w Net debt issued/(repaid) 415 14,899 0 0
Reported EPS 67.93 16.31 26.37 28.21 Net change in cash (399) (226) (1,751) 16,251
Adj. EPS 77.20 55.29 35.24 43.42
Adj. Free cash flow to firm 8,646  (20,194) (6,984) 13,687
DPS - - - - yly Growth (59.2%) (333.6%) (65.4%)  (296.0%)
Payout ratio - - - -
Shares outstanding 350 343 345 344
BalanceSheet _____________FY24A_ FY25A__ FY26E _FY2/E RatioAnalysis . _______________FYA___FY25A __ FY26E __FY2[E
Cash and cash equivalents 24832 24606 22,855 39,106 Gross margin 50.3% 43.9% 39.4% 38.9%
Accounts receivable 10,104 12,972 9,810 16,406 EBITDA margin 30.6% 9.5% 20.6% 20.9%
Inventories - - - - EBIT margin 19.6% (1.7%) 9.6% 9.6%
Other current assets 133,913 114,392 114,392 114,392  Net profit margin 20.3% 14.7% 9.5% 10.2%
Current assets 168,849 151,970 147,057 169,904
PP&E 30,102 26,281 42,569 50,988 ROE 9.9% 6.6% 41% 4.9%
LT investments 140,256 168,780 169,673 169,673 ROA 6.5% 4.3% 2.7% 3.1%
Other non current assets 88,573 102,126 102,126 102,126 ROCE 7.0% (0.6%) 2.8% 3.3%
Total assets 427,780 449,157 461,425 492,691 SG&A/Sales 16.7% 19.1% 16.6% 17.9%
Net debt/Equity 0.1 0.1 0.1 0.1
Short term borrowings 10,669 7,626 7,626 7,626 Net debt/EBITDA 0.5 33 1.6 0.9
Payables 41,443 38,891 53,176 53,628
Other short term liabilities 28,841 39811 26436 47,576 Sales/Assets (x) 0.3 0.3 0.3 0.3
Current liabilities 80,953 86,328 87,238 108,830 Assets/Equity (x) 15 15 15 16
Long-term debt 36,347 57,733 57,733 57,733 Interest cover (x) NM NM NM NM
Other long term liabilities 26,868 15,370 15,370 15,370 Operating leverage 695.7% 3570.4% 51350.2% 96.6%
Total liabilities 144,168 159,431 160,341 181,933 Taxrate 13.3% 12.2% 16.4% 13.8%
Shareholders' equity 283,612 289,726 301,084 310,758 Revenue yly Growth (1.1%) (3.0%) (1.3%) 15.1%
Minority interests - - - - EBITDA yly Growth (5.6%)  (70.0%) 115.1% 16.5%
Total liabilities & equity 427,780 449,157 461,425 492,691 EPS yly Growth (4.8%)  (28.4%) (36.3%) 23.2%
BVPS 813.22 850.18 88643 91533 \Valuation.  FY24A  FY25A FY26E ___FY27E
yly Growth 8.7% 4.5% 4.3% 3.3% PIE (x) 0.8 1.2 18 15
P/BV (x) 0.1 0.1 0.1 0.1
Net debt/(cash) 22,184 40,753 42,504 26,253 EV/EBITDA (x) 4.0 14.9 7.0 5.5
Dividend Yield - - - -

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Baidu.com (BIDU)

Baidu 3Q26 Preview: Cloud Carries the Quarter, Ads and
Depreciation Cut Earnings; Trim PT, Stay OW

We maintain Overweight on Baidu but cut our 2026E and 2027E non-GAAP net
income by 15% and 42% ahead of 3Q26 results. Two changes drive the cut. Online
marketing is weakening further, and we see no reset in Al search monetization before
Baidu sets its 2027 plan. The 2026 step up in capex also raises our depreciation
assumption, most visibly in 2027E. Neither change touches the reason to own the
stock: our case rests on GPU Cloud and Kunlunxin, and we expect 3Q26 to show Al
Cloud Infra reaccelerating with better cash conversion. We trim our Jun-2027 PT for
BIDU US to US$145 from US$175.

Investment Thesis, Valuation and Risks

Baidu.com (Overweight; Price Target: $145.00)

Investment Thesis

Maintain OW. The reasons to own the stock are concentrated in its rapidly scaling
GPU Cloud and Kunlunxin, with limited value implied for ERNIE applications,
Apollo Go and legacy search. Our PT reflects valuations for Al-native Marketing and
Cloud and a haircut to net cash as the buildout absorbs more capital.

Valuation
Our PT is based on the sum-of-the-parts valuation below, rounded to the nearest five.

Style Exposure

Quant Current
Factors %Rank
Value 14
Growth 77
Momentum 87
Quality 81
Low Vol 72

Hist %Rank (1=Top)

6M
22
74
61
84
74

1Y
18
81
79
64
65

3Y
19
7

25
51
86

72

Sources for: Style Exposure — J.P. Morgan Global Markets

Strategy; all other tables are company data and J.P. Morgan

estimates.

SOTP valuation
US$, mn Valuation
’ basis Valuation multiple Shareholding % Valuation
Al cloud infra (ex Kunlun 2.5x 2027E Al cloud o
chip sales) EVisales infra revenue 100% 14,658
0, 0,
Kunlun EV/sales 15x 2027E Kunlun 67% (50@ HoCo 11897
chip revenue discount)
. 8x 2027E Al o
Al Applications PIE application profit 100% 520
Al native marketing services PIE 5x 2.027E A.l 100% 1,987
marketing profit
. 3x 2027E traditional o
Legacy Business PIE search profi 100% 4,700
IQ 45% 389
TCOM 7% 1,666
Net cash 13,830
Total valuation (US$, nm) 63,830
# of FD ADS (mn) 346
Value per share (US$) 145

Source: J.P. Morgan estimates, Bloomberg Finance L.P. (data as of Oct 23, 2026).

Risks to Rating and Price Target

Downside risks include: 1) slower-than-expected Baidu core advertising growth due
to weak advertiser demand and competition; 2) stronger-than-expected competition
in China’s autonomous driving market; and 3) stronger-than-expected competition in
China’s cloud market. Potential upside catalysts include an earlier-than-expected
recovery in sector sentiment and a stronger-than-expected recovery of ad revenue.
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Price Performance Summary Investment Thesis and Valuation
200 Maintain OW. The reasons to own the stock are concentrated
in its rapidly scaling GPU Cloud and Kunlunxin, with limited
150 JVJ\\’\\;\‘ A, value implied for ERNIE applications, Apollo Go and legacy
$ /“/\v"M _‘/";"' search. Our PT reflects valuations for Al-native Marketing
100 and Cloud and a haircut to net cash as the buildout absorbs

more capital

50
Jan 26 Apr 26 Jul 26 Oct 26 Our Jun-27 PT of US$145 is based on a sum-of-the-parts
— BIDU Price ($)— CCMP (rebased) valuation, rounded to the nearest five.
YTD 1m 3m 12m
Abs -40.3% -15.6% 27.5% -33.4% Performance Drivers
Rel -52.2% -11.1% -28.7% -47.7%
Market
Company Data Region
Shares O/S (mn) 276
52-week range ($) 165.30-76.73 Macro
Market cap ($ mn) 21,538 Style
Exchange rate 1.00 .
Free float (%) . Idiosyn. 45%
3M ADV (mn) 2.56
3M ADV ($ mn) 240.2 Factors 6M Corr 1Y Corr
Volatility (90 Day) 42 Market: MSCI Asia Pac ex JP 0.41 0.41
Index NASDAQ COMPOSITE Region: China 0.53 0.48
BBG ANR (Buy | Hold | Sell) 3206)1
Key Metrics (FYE Dec) Macro: _

o Emerging Central Bank Rate -0.33 0.4
R_mb in m||||o_ns FY25A FY26E FY27E  FY28E Emerging Economies CPI(YoY) 034 0.22
Financial Estimates )

Revenue 129079 127437 146644 174,963 US 10 Year Yield 0.26 e
Adj. EBIT (2218) 12270 14058 23673 Quant Styles:
Adj. EBITDA 12,220 26,288 30,628 40,295 Momentum -0.47 -0.24
Adj. netincome 18,941 12,145 14,954 23,294 Size -0.28 0.1
Adj. EPS 55.29 3524 4342 6764 Value 0.14 0.07
BBG EPS 51.98 38.32 46.73 55.34
Cashflow from operations (3,013) 26,406 41,241 42,391
FCFF (20,194)  (6,984) 13687 13,383
Margins and Growth
Revenue Growth Y/Y (%) (3.0%) (1.3%) 15.1% 19.3%
EBIT margin (1.7%) 9.6% 9.6% 13.5%
EBIT Growth Y/Y (%) (108.5%) (653.2%)  14.6%  68.4%
EBITDA margin 9.5% 20.6% 20.9% 23.0%
EBITDA Growth Y/Y (%) (70.0%) 115.1% 16.5% 31.6%
Net margin 14.7% 9.5% 10.2% 13.3%
Adj. EPS growth (284%)  (36.3%)  232%  55.8%
Ratios
Adj. tax rate 12.2% 16.4% 13.8% 15.4%
Interest cover NM NM NM NM
Net debt/Equity 0.1 0.1 0.1 0.0
Net debt/EBITDA 3.3 1.6 0.9 0.2
ROE 6.6% 4.1% 4.9% 7.3%
Valuation
FCFF yield (11.3%)  (3.9%) 7.6% 7.5%
Dividend yield - - - -
EV/Revenue 14 15 1.2 0.9 -
EV/EBITDA 15.2 71 56 39 o
Adj. PIE 94 14.8 12.0 7.7 .

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price histor:
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Income Statement _____________FY24A__ FY25A__ FY26E _FY2/E CashFlowStatement ________________ FYA_ __FY25A __ FY26E __FY2E
Revenue 133,125 129,079 127,437 146,644 Cash flow from operating activities 21,234 (3,013) 26,406 41,241
COGS (66,102) (72,436) (77,287) (89,659) o/w Depreciation & amortization 14,628 14,438 14,018 16,571
Gross profit 67,023 56,643 50,150 56,985 o/w Changes in working capital (27,468)  (25,847) 4,072 14,996
SG&A (22,193) (24,662) (21,166) (26,306)
Adj. EBITDA 40,682 12,220 26,288 30,628 Cash flow from investing activities (8,555)  (25,136) (30,306)  (24,990)
D&A (14,628) (14,438) (14,018) (16,571) o/w Capital expenditure (8,134)  (12,073) (30,306)  (24,990)
Adj. EBIT 26,054 (2,218) 12,270 14,058 as % of sales 6.1% 9.4% 23.8% 17.0%
Net Interest 5,138 5,818 3,687 2,976
Adj. PBT 33,406 10,321 14,537 17,405 Cash flow from financing activities (13,759) 17,142 0 0
Tax (4,447)  (1,259)  (2,380)  (2,409) o/w Dividends paid 0 0 0 0
Minority Interest (415) 132 119 (42) olw Shares issued/(repurchased) 0 0 0 0
Adj. Net Income 27,002 18,941 12,145 14,954 o/w Net debt issued/(repaid) 415 14,899 0 0
Reported EPS 67.93 16.31 26.37 28.21 Net change in cash (399) (226) (1,751) 16,251
Adj. EPS 77.20 55.29 35.24 43.42
Adj. Free cash flow to firm 8,646  (20,194) (6,984) 13,687
DPS - - - - yly Growth (59.2%) (333.6%) (65.4%)  (296.0%)
Payout ratio - - - -
Shares outstanding 350 343 345 344
BalanceSheet _____________FY24A_ FY25A__ FY26E _FY2/E RatioAnalysis . _______________FYA___FY25A __ FY26E __FY2[E
Cash and cash equivalents 24832 24606 22,855 39,106 Gross margin 50.3% 43.9% 39.4% 38.9%
Accounts receivable 10,104 12,972 9,810 16,406 EBITDA margin 30.6% 9.5% 20.6% 20.9%
Inventories - - - - EBIT margin 19.6% (1.7%) 9.6% 9.6%
Other current assets 133,913 114,392 114,392 114,392  Net profit margin 20.3% 14.7% 9.5% 10.2%
Current assets 168,849 151,970 147,057 169,904
PP&E 30,102 26,281 42,569 50,988 ROE 9.9% 6.6% 41% 4.9%
LT investments 140,256 168,780 169,673 169,673 ROA 6.5% 4.3% 2.7% 3.1%
Other non current assets 88,573 102,126 102,126 102,126 ROCE 7.0% (0.6%) 2.8% 3.3%
Total assets 427,780 449,157 461,425 492,691 SG&A/Sales 16.7% 19.1% 16.6% 17.9%
Net debt/Equity 0.1 0.1 0.1 0.1
Short term borrowings 10,669 7,626 7,626 7,626 Net debt/EBITDA 0.5 33 1.6 0.9
Payables 41,443 38,891 53,176 53,628
Other short term liabilities 28,841 39811 26436 47,576 Sales/Assets (x) 0.3 0.3 0.3 0.3
Current liabilities 80,953 86,328 87,238 108,830 Assets/Equity (x) 15 15 15 16
Long-term debt 36,347 57,733 57,733 57,733 Interest cover (x) NM NM NM NM
Other long term liabilities 26,868 15,370 15,370 15,370 Operating leverage 695.7% 3570.4% 51350.2% 96.6%
Total liabilities 144,168 159,431 160,341 181,933 Taxrate 13.3% 12.2% 16.4% 13.8%
Shareholders' equity 283,612 289,726 301,084 310,758 Revenue yly Growth (1.1%) (3.0%) (1.3%) 15.1%
Minority interests - - - - EBITDA yly Growth (5.6%)  (70.0%) 115.1% 16.5%
Total liabilities & equity 427,780 449,157 461,425 492,691 EPS yly Growth (4.8%)  (28.4%) (36.3%) 23.2%
BVPS 813.22 850.18 88643 91533 \Valuation.  FY24A  FY25A FY26E ___FY27E
yly Growth 8.7% 4.5% 4.3% 3.3% PIE (x) 6.7 9.4 14.8 12.0
P/BV (x) 0.6 0.6 0.6 0.6
Net debt/(cash) 22,184 40,753 42,504 26,253 EV/EBITDA (x) 41 15.2 Al 5.6
Dividend Yield - - - -

Source: Company reports and J.P. Morgan estimates.
Note: Rmb in millions (except per-share data).Fiscal year ends Dec. o/w - out of which



Alex Yao Asia Pacific Equity Research
(86 21) 6106 6505 23 October 2026 J.PMorgan

alex.yao@jpmorgan.com

Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research
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Baidu.com (9888.HK, 9888 HK) Price Chart Date Rating Price (HKS$) :::2;)73'99*

225 22-Nov-23 OW 107.40 210

[ow Hs140] [N HKs100] [N HKs105] [ow Hks225 ] 08-Apr-24 OW 105.10 170

200 [ow Hs170 ] [N HKsas| [NHKsss| | [owHKst1ss| | lOWHKSI0) 26-Aug-24 OW  82.20 140

\ | 21-Oct-24 OW  93.30 125
175 [oWHKs210 | [ow His125] [NHiso0|  [ow His1as) [owHKs200| 58 Nov-24 N 82.35 85

19-Feb-25 N 90.20 100
Price(HKS) 150 28-May-25 N 81.85 90
17-Jul-25 N 88.55 85

125 21-0ct25 N 117.10 105

23-Nov-25 OW 107.30 185

100 21-Jan-26 OW  148.80 195

A'\/) 19-May-26 OW 134.70 225

75 17-Jul-26  OW 110.30 200

50 19-Aug-26 OW 101.10 170

Jan May Sep Jan May Sep Jan May Sep
24 24 24 25 25 25 26 26 26

Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage May 11, 2021. All share prices are as of market close on the previous business day.

Baidu.com (BIDU) (BIDU, BIDU US) Price Chart Date Rating Price ($) :’sf)ice Target

225 22-Nov-23 OW 113.42 215

OW §145 N §100 N $110

08-Apr-24 OW  106.49 175
200 [owst7s [owsz00) 26-Aug-24 OW  85.70 145
175 [owsee) onsa] | o] [owsm) st N oam o
19-Feb25 N 90.16 100
Price($)150 ‘ 28-May-25 N 83.92 90
17-Jul-25 N 86.32 85
125 ‘ 21-0ct-25 N 122.12 110
23-Nov-25 OW  110.95 188
100 W 21-Jan-26 OW  150.02 200
15 )"\\/M 19-May-26 OW  137.71 230
17-Jul-26  OW  112.82 205
60 19-Aug-26 OW  90.87 175
Jan May Sep Jan May Sep Jan May Sep
24 24 24 25 25 25 26 26 26

Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Oct 02, 2007. All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight (over the duration of the price target indicated in this report, we expect this
stock will outperform the average total return of the stocks in the Research Analyst’s, or the Research Analyst’s team’s, coverage
universe); Neutral (over the duration of the price target indicated in this report, we expect this stock will perform in line with the average
total return of the stocks in the Research Analyst’s, or the Research Analyst’s team’s, coverage universe); and Underweight (over the
duration of the price target indicated in this report, we expect this stock will underperform the average total return of the stocks in the
Research Analyst’s, or the Research Analyst’s team’s, coverage universe. NR is Not Rated. In this case, J.P. Morgan has removed the
rating and, if applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or
policy reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. Some stocks under coverage have a rating but no price target; in these cases, we expect the stock will
outperform/perform in line/underperform the average total return of the stocks in the Research Analyst’s, or the Research Analyst’s
team’s, coverage universe of the relevant duration of the region. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap
Equity Research, each stock’s expected total return is compared to the expected total return of a benchmark country market index, not to
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those Research Analysts’ coverage universe. If it does not appear in the Important Disclosures section of this report, the certifying
Research Analyst’s coverage universe can be found on J.P. Morgan’s Research website, https://www.jpmorganmarkets.com.

Coverage Universe: Yao, Alex : Alibaba Group Holding Limited (9988.HK), Alibaba Group Holding Limited (BABA) (BABA),
Alibaba Health (0241) (0241.HK), Autohome Inc (ATHM), Autohome Inc - H (2518.HK), Baidu.com (9888.HK), Baidu.com (BIDU)
(BIDU), Damai Entertainment (1060.HK), DiDi Global Inc. (DIDIY), JD.Com, Inc. (9618) (9618.HK), JD.com, Inc. (JD), Kingsoft
Cloud (KC), Kingsoft Cloud Holdings Ltd - H (3896.HK), Lianlian DigiTech - H (2598.HK), Maoyan Entertainment (1896.HK), Meituan
(3690) (3690.HK), PDD Holdings (PDD), Ping An Healthcare and Technology (1833) (1833.HK), Tencent (0700) (0700.HK), Tencent
Music Entertainment (TME), Tencent Music Entertainment - H (1698.HK), Trip.com Group Ltd (TCOM), Trip.com Group Ltd - H
(9961.HK), Vipshop (VIPS), WeRide - ADR (WRD), Weibo Corporation (WB), Weibo Corporation - H (9898.HK)

J.P. Morgan Equity Research Ratings Distribution, as of October 03, 2026
Overweight Neutral  Underweight

(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage* 53% 35% 12%
IB clients** 83% 81% 72%
JPMS Equity Research Coverage* 51% 37% 12%
IB clients** 95% 93% 88%

*Please note that the percentages may not add to 100% because of rounding.

**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking
services within the previous 12 months.

For purposes of FINRA ratings distribution rules only, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above.
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are
available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it
the material underlying assumptions used.

History of Investment Recommendations:
A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of J.P. Morgan Securities LLC, may not be registered as research analysts under FINRA rules, may not be associated persons of
J.P. Morgan Securities LLC, and may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with covered
companies, public appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates
worldwide.

UK MIFID FICC research unbundling exemption: UK clients should refer to UK MIFID Research Unbundling exemption for details
of J.P. Morgan’s implementation of the FICC research exemption and guidance on relevant FICC research categorisation.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators.
For all research material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China;
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).
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J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Digital assets, which may also be referred to as virtual or crypto assets or crypto currencies (e.g. bitcoin), discussed in this research report
are subject to a rapidly changing regulatory landscape. The application of relevant laws in respect of such assets may be unsettled, and the
legality of any digital asset investment may be unclear. Prior to making any investment decision regarding any digital asset, investors
should seek their own legal advice and be aware of any legal considerations regarding the purchase, holding or selling of such an
investment. For relevant regulatory advisories on digital assets, including bitcoin and ethereum, please see
https://www.jpmorgan.com/disclosures/cryptoasset-disclosure.

The author(s) of this research report may not be licensed to carry on regulated activities in your jurisdiction and, if not licensed, do not
hold themselves out as being able to do so.

Exchange-Traded Funds (ETFs): J.P. Morgan Securities LLC (“JPMS”) acts as authorized participant for substantially all U.S.-listed
ETFs. To the extent that any ETFs are mentioned in this report, JPMS may earn commissions and transaction-based compensation in
connection with the distribution of those ETF shares and may earn fees for performing other trade-related services, such as securities
lending to short sellers of the ETF shares. JPMS may also perform services for the ETFs themselves, including acting as a broker or
dealer to the ETFs. In addition, affiliates of JPMS may perform services for the ETFs, including trust, custodial, administration, lending,
index calculation and/or maintenance and other services.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's
Characteristics and Risks of Standardized Options or https://www.finra.org/sites/default/files/2020-
08/Security_Futures Risk Disclosure_Statement 2020.pdf for a copy of the Security Futures Risk Disclosure Statement.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information,
please consult: https://www.jpmorgan.com/global/disclosures/interbank offered_rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co.
and its subsidiaries (“J.P. Morgan Private Bank™), research is provided to you by J.P. Morgan Private Bank and not by any other division
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly
responsible for the production of this research. Where more than one legal entity is listed under an analyst’s name, the first legal entity is
responsible for the production unless stated otherwise. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as
being able to do so). Unless otherwise stated below in the legal entity disclosures, this material has been distributed by the legal entity
responsible for production, or where more than one legal entity is listed under the analyst’s name, the first legal entity will be responsible
for distribution. If you have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction
that has distributed this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:

Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Reptiblica Argentina (“BCRA”-
Central Bank of Argentina) and Comision Nacional de Valores (“CNV”- Argentinian Securities Commission - ALYC y AN Integral
Nes1).

Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 2380606) is regulated by the
Australian Securities and Investments Commission and is a Market Participant of ASX Limited, a Clearing and Settlement Participant of
ASX Clear Pty Limited and a Clearing Participant of ASX Clear (Futures) Pty Limited. This material is issued and distributed in Australia
by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G of the Corporations Act 2001). A list of all financial
products covered can be found by visiting https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of
relevance to the domestic and international investor base across all Global Industry Classification Standard (GICS) sectors, as well as
across a range of market capitalisation sizes. If applicable, in the course of conducting public side due diligence on the subject
company(ies), the Research Analyst team may at times perform such diligence through corporate engagements such as site visits,
discussions with company representatives, management presentations, etc. Research issued by JPMSAL has been prepared in accordance
with J.P. Morgan Australia’s Research Independence Policy which can be found at the following link: J.P. Morgan Australia - Research
Independence Policy.
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Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil.
Ombudsman J.P. Morgan: 0800-7700847 / 0800-7700810 (For Hearing Impaired) / ouvidoria.jp.morgan@jpmchase.com.
Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the Canadian Investment Regulatory
Organization and the Ontario Securities Commission and is the participating member on Canadian exchanges. This material is distributed
in Canada by or on behalf of J.P.Morgan Securities Canada Inc.
Chile: Inversiones J.P. Morgan Limitada is an unregulated entity incorporated in Chile.
China: J.P. Morgan Securities (China) Company Limited has been approved by CSRC to conduct the securities investment consultancy
business.
Colombia: Banco J.P. Morgan Colombia S.A. is supervised by the Financiera de Colombia (SFC). Any reference in
this material to products or services offered abroad by entities other than the Bank in Colombia is included exclusively for descriptive
purposes. Such references do not constitute, and should not be construed as, promotional activity or the provision of financial products or
services within Colombian territory, as defined under applicable Colombian regulation.
Dubai International Financial Centre (DIFC): JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial
Services Authority (DFSA) and its registered address is Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO
Box 506551, Dubai, UAE. This material has been distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as
professional clients or market counterparties as defined under the DFSA rules.
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