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NetEase Inc  NTES US  

Short-term increase in S&M shall moderate 
considering strengthened competitiveness 

 

CP: US$ 107.92   Upside: +25.1%  

Brandy Sun  mengqi.sun@bocomgroup.com  
 

4Q missed, mainly due to lower than expected game revenue and increased S&M, 

due to the increased investment of “Eggy Party” in response to competition 

before the launch of competitor. 

Mobile game revenue in 4Q23 increased by 29% YoY, which may be lower than 

expected due to seasonal fluctuations and differences in revenue amortization 

period. The gap between "Eggy Party" and its competitors proves that S&M 

investment brings considerable returns. As a large DAU game, the expansion of 

user base is beneficial for monetization. 

New pipeline: "She Diao" is scheduled for March 28th, " "Naraka：Bladepoint 

Mobile" is around 2Q24, and "Where Winds Meet" may be launched later this 

year. 

We fine tune our revenue and profit forecast and maintain TP of 

US$135/HK$206, corresponding to 18x P/E for gaming in 2024, maintain Buy. 

 
 

Cloud Music  9899 HK  

Cost optimization better than expected; remain 
positive on profit expansion 

 

CP: HK$ 90.45   Upside: +15.0%  

Li Zhao, CFA  zhao.li@bocomgroup.com  
 

Bottom line beat. Cloud Music’s 2H23 revenue came in line at RMB3.96bn, down 

16% YoY. Adjusted net profit was RMB490m, beating our estimate and consensus 

on improved gross margin and higher-than-expected interest income. 

Highlights: (1) Subscription revenue grew 23% YoY in 2H23, on 19% YoY growth 

in subscribers, and increase of monthly ARPPU. (2) Brand/performance-based 

ads grew with contribution from new clients, and incentive video-based ads 

started to contribute incremental revenue from 2H23. 

Outlook: In 2024E, we expect subscriber to maintain the growth momentum, 

with a net add of 5.7m, while social entertainment still sees uncertainty. We 

expect gross margin to be 29%, benefiting from scale effect and copyright cost 

optimization of online music business, but partially offset by revenue mix change. 
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HSI Technical 
HSI 16,589.44 

50D MA 16,000.14 

200D MA 17,055.41 

14D RSI 57.06 

Short sell (HK$m) 20,133 
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Valuation: We raise our 2024E adjusted net profit projection to RMB960m, and 

raise our TP to RMB104 based on an average 21x 2024E P/E of comparable music 

and copyright companies. Considering potential paywall operation and 88VIP 

conversion, we remain bullish on subscription growth, and expect cost 

optimization to drive profit expansion. Maintain Buy. 
 

iQIYI Inc  IQ US  

ARM continues sequential improvement; expect 
AIGC and more original content to enhance cost 
efficiency 

 

CP: US$ 3.67   Upside: +52.6%  

Li Zhao, CFA  zhao.li@bocomgroup.com  
 

4Q23 bottom line slightly beat. iQIYI's 4Q23 revenue came in line at RMB7.7bn, 

up 1% YoY/down 4% QoQ. Adjusted operating profit was RMB930m, slightly 

beating our estimates/Bloomberg consensus by 3%/6%. 

Membership business: Membership revenue in 4Q23 grew slightly YoY, in line 

with our expectation, and ARM improved 13% YoY/3% QoQ, being the fifth 

consecutive quarter of QoQ growth. We expect membership revenue to grow 5% 

in 2024E, with subscriber number to resume QoQ growth from 2Q24E, and ARM 

to maintain the upward trend. 

Online advertising: Advertising revenue grew 6% YoY in 4Q23. In 2024E, we 

expect brand ads to continue to seek growth opportunities by expanding to more 

industries and with content-targeted ads, while growth of performance-based 

ads will moderate on high base. 

Outlook and valuation: In view of faster-than-expected cost optimization, we 

raise our 2024E adjusted operating profit estimate by 6% to RMB4.7bn, but 

maintain our TP of US$5.6, implying 11x 2024E P/E, on lowered sector valuation. 

We believe more offerings of premium content will increase hit rate, while AIGC 

and higher proportion of original content will improve cost efficiency and profit 

expansion. We still like iQIYI’s leading in-house production ability and cost 

control. Maintain Buy. 
 

Youdao  DAO US  

Profit beat on improving business health; High 
school to maintain rapid growth in 2024 

 

CP: US$ 4.36   Upside: +21.6%  

Brandy Sun  mengqi.sun@bocomgroup.com  
 

In 4Q23, revenue met expectations, with learning services/smart devices/online 

marketing revenue changed by -3%/-45%/+97% YoY. Adjusted net profit reached 

RMB69m, doubled YoY and beat expectation. The company has significantly 

improved its profitability by adjusting its business health. 
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The growth of learning service revenue is mainly driven by high schools, which 

grew by 30%+. STEAM was weaker, in line with previous expectations. 

It is expected that the total revenue in 1Q24 to increase by 16% YoY, and the 

adjusted net loss will significantly narrow YoY. In 2024, the company's strategic 

focus will be on developing high school and online marketing. We expect high 

schools to benefit from stronger demand and more concentrated high-quality 

supply in 2024, with a 25-30% increase in revenue and continuous improvement 

in profitability. 

We fine tune the overall revenue and profit of the company, maintain TP at 

US$5.3, on: 1) 15x 2024 P/E to the high school business; 2) 0.7x 2024E P/S for the 

hardware. We are optimistic about the growth outlook for high school, and the 

long-term opportunities for the implementation of LLM capabilities, maintain 

Buy. 

 
 

Consumer Sector   

Earnings Calendar for Consumer Names (as of 1 
March 2024) 

 

Edward Lui, CFA, CESGA  edward.lui@bocomgroup.com  
 

We have updated earnings calendar for major consumer names, please see 
the calendar for details. 

 
 

Financials Sector   

NYCB: Goodwill impairment and material 
weaknesses in internal control weighed on price, 
but risk should be contained 

 

Li Wan, CFA, FRM  wanli@bocomgroup.com  
 

NYCB’s share price fell more than 20% pre-market, related events included: 

recognition of a $2.4 billion goodwill impairment, management's assessment of 

internal controls identified material weaknesses in the Company's internal loan 

review, and a change in management. 

The company's previous 4Q23 results missed market expectation and has caused 

stock price plunge. At end of January of 2024, it announced its net attributable 

profit to be net loss of $260mn, mainly due to significant increase in loan 

impairment charges. 

Regarding goodwill impairment: The company has recognized $2.426bn of 

goodwill in its balance sheet since 2009 (based on historical transactions in 2007 

and before), and the recent goodwill impairment assessment confirmed goodwill 
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impairment of $2.4 billion, which is cleared to zero, thus it reported a net loss of 

$2.71bn in4Q23 and a net loss of $110mn for 2023. 

We expect it won’t cause systematic risk. With the rapid expansion of asset size 

and changes in loan portfolio in a short period of time, whether it can maintain 

steady growth in the future is still uncertain. The drop in share price of NYCB still 

reflects its own individual risk, rather than systematic risk. Its earnings miss once 

triggered the market's concern about U.S. commercial real estate at the end of 

January, and this time the goodwill impairment and disclosure of internal control 

weakness are more of its own problems, and we expect its risk event is not 

contagious, and will not trigger the market to adjust expectations over Fed’s rate 

cuts. 

 
 

PV Glass Sector   

Supply growth continues to slow; 1H24 expected 
to be the long-term bottom of earnings 

 

Bob Wen, CPA  bob.wen@bocomgroup.com  
 

With the continued decline in PV glass prices, the industry’s production capacity 

under cold repair has reached 0.3m tons since 2024, and current production 

capacity has slightly dropped compared with end-2023. Supply growth continues 

to be slower than expected since Nov 2023. 

Given PV module production surge in March, we expect glass prices to stabilize. 

As demand continues to grow in 2H24, price will rebound significantly from 

tough. Although oversupply will persist in the short term and continue to weigh 

on profitability, we expect 1H24 to be the long-term bottom of earnings. 

Xinyi Solar (968 HK/Buy), whose gross margin in 2H23 greatly exceeded 

expectations and returned to being the industry's highest after a significant miss 

in 1H23 due to one-off factors, is our top pick in PV glass sub-sector. 
 

Internet Sector Monthly   

Internet Feb monthly: strong demand for education 
and OTA; local services rebound 

 

Connie Gu, CPA  connie.gu@bocomgroup.com  
 

China Internet sector rebounded in Feb, with CNY online consumption 
supporting solid growth of platform performance in 1Q24. KWEB recovered 
9% YoY, with sectors: Education (+33%) > OTA/Life services (+27%) > 
entertainment (+11%) > game (+5%) > social (+3%) > e-commerce (+1%) > 
search & ad (-4%). 

We maintain our view, optimistic about education driven by strong demand 
and supply concentration, tourism with demand side continuing to release 

http://researchreport.bocomgroup.com/PV_Glass_Sector-flash-240301s.pdf
http://researchreport.bocomgroup.com/PV_Glass_Sector-flash-240301s.pdf
http://researchreport.bocomgroup.com/Internet_Sector_Monthly-240301s.pdf
http://researchreport.bocomgroup.com/Internet_Sector_Monthly-240301s.pdf


4 March 2024 

Morning Express 

 

 

 

 
Download our reports from Bloomberg: BOCM or https://research.bocomgroup.com  5 

 

 

and OTA platform per capita consumption rising, and entertainment online 
consumption driven by quality content. 

We are optimistic about companies with solid results, clear industry 
competition landscape and strong visibility of innovative business 
growth/return. We prefer TAL>New Oriental>Gaotu. Trip has advantage on 
outbound travel and medium and high-end user consumption mindshare. 
NetEase marketing expenses elevated in the short-term, but expected to fall 
in the future, and 2024E game pipeline is bright. PDD will continue to obtain 
e-commerce market share and release profitability; TEMU GMV has upside 
potential with continuous optimization of profitability. Core business of 
Meituan is solid, the loss narrowing of community group buy business may 
alleviate market's consideration; we are optimistic on growth potential with 
current relatively low valuation. 
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Economic data releases for this week – US  Economic data releases for this week – China 
Date  Event  Survey  Prior   Date  Event  Survey  Prior  

5 Mar ISM non-manufacturing(Feb) 53.30 53.40      
7 Mar Initial jobless claims (k)  215.00      
 

Source: Bloomberg  Source: Bloomberg 

BOCOM Research latest reports 
In-depth reports  

11 Dec BOCOM Int’l Research - A Wider Horizon in the Year Ahead BOCOM Int’l Research team 

6 Dec Technology Sector - 2024 Outlook: Global tech investment strategy behind AI and semiconductor themes Dawei Wang, PhD, CFA, Carrie Tong 

6 Dec Consumer Sector - 2024 Outlook: Self-help volume drivers key to winning as ASP likely muted Edward Lui, CFA, CESGA, Kay Tan, FRM 

6 Dec Global Macro – 2024 Outlook: The Symphony of Change and Chance (No.2) – Chance Carl Cai, CFA, Evan Li, Alan Qian 

5 Dec Mainland Property Sector - 2024 Outlook: Turning over a new leaf Philip Tse, CFA, FRM 

5 Dec Hong Kong Property Sector - 2024 Outlook: Stay patient before dawn Philip Tse, CFA, FRM 

4 Dec Internet Sector - 2024 Outlook: Innovation and profitability to drive valuation recovery Connie Gu, CPA, Brandy Sun, Li Zhao, CFA, Hanna Cai, 

4 Dec Securities Sector - 2024 Outlook: Earnings Recovery; Prefer Brokers of Balanced Income Mix Li Wan, CFA, FRM 

4 Dec Insurance Sector - 2024 Outlook: Liability side still in transformation, asset side to improve Li Wan, CFA, FRM 

4 Dec Automobile Sector - 2024 Outlook: Auto exports, autonomous driving applications in full swing Angus Chan, Iris Li, CFA 

4 Dec Renewable Energy Sector - 2024 Outlook: Solar Sector Near End of Tunnel as Oversupply Largely Priced in Wallace Cheng, Bob Wen, CPA 

1 Dec Healthcare Sector - 2024 Outlook: Bottoming Out Ethan Ding, Joyce Li, PhD, CFA 

30 Nov Global Macro - 2024 Outlook: The Symphony of Change and Chance (No.1)- Carl Cai, CFA, Evan Li, Alan Qian 

24 Feb Global Macro-Efforts on both supply and demand fronts – our take on the fourth meeting of the Central Financial and 
Economic Affairs Committee 

Carl Cai, CFA, Evan Li 

22 Feb Global Macro- Hawkish on rate cut, dovish on balance sheet reduction – comments on Jan Fed minutes Carl Cai, CFA, Evan Li 

7 Feb Macro Trading Series - Japanese equity series (1): Prefer value over growth Carl Cai, CFA, Evan Li 

3 Feb Global Macro- NFP reacceleration puts another dent in rate cut hopes – comments on Jan US NFP Carl Cai, CFA, Evan Li 

1 Feb Global Macro - Tightening Stance Turns Neutral, but No Rush to Cut Rates - Comments on the January FOMC meeting Carl Cai, CFA, Evan Li 

26 Jan Global Macro - Still resilient – comments on 4Q23 US GDP Carl Cai, CFA, Evan Li 

18 Jan China Macro - Target met, “double cut” still likely – Comments on China 4Q23 GDP and Dec economic data Carl Cai, CFA, Evan Li 

12 Jan Global Macro- A Setback in the Fight Against Inflation- US Dec CPI Comments Carl Cai, CFA, Evan Li 

11 Jan Consumer Sector - Home Appliance - China White Goods Still in a Boom; Who will be the champion in AC Space? Edward Lui, CFA, CESGA 

7 Jan Global Macro - Strong NFP renders rate cuts more difficult- Comments on Dec 23 US NFP Carl Cai, CFA, Evan Li 

Daily reports 

4 Mar Youdao (DAO US) - Profit beat on improving business health; High school to maintain rapid growth in 2024 Brandy Sun, Connie Gu, CPA,, Li Zhao, CFA, Hanna Cai 

4 Mar Financials Sector - Update on NYCB: Goodwill impairment and material weaknesses in internal control has caused pre-market price plunge Li Wan, CFA, FRM 

1 Mar Cloud Music (9899 HK) - Cost optimization better than expected; remain positive on profit expansion Li Zhao, CFA, Brandy Sun, Connie Gu, CPA,, Hanna Cai 

1 Mar Internet Sector Monthly - Internet Feb monthly: strong demand for education and OTA; local services rebound Connie Gu, CPA, Brandy Sun, Li Zhao, CFA, Hanna Cai, 

1 Mar PV Glass Sector - Supply growth continues to slow, 1H24 expected to be the bottom of long-term earnings Bob Wen, CPA, Wallace Cheng 

1 Mar Consumer Sector - Earnings Calendar for Renewables and Utilities Names (as of 1 March 2024) Edward Lui, CFA, CESGA, Kay Tan, FRM 

1 Mar iQIYI Inc (IQ US) - ARM continues sequential improvement; expect AIGC and more original content to enhance cost efficiency Li Zhao, CFA, Brandy Sun, Connie Gu, CPA,, Hanna Cai 

1 Mar NetEase Inc (NTES US) - The short-term increase in S&M is expected to fall back considering strengthened competitiveness Brandy Sun, Connie Gu, CPA, Hanna Cai , Li Zhao, CFA 

29 Feb Budweiser Brewing APAC (1876 HK) - 4Q23 fell short; premiumization proves more resilient than thought Edward Lui, CFA, CESGA, Kay Tan, FRM 

29 Feb Xinyi Energy (3868 HK) - Results miss, risk of power curtailment and tariff is rising, maintain Neutral Bob Wen, CPA, Wallace Cheng 

29 Feb Internet Sector - Earnings calendar for major Internet names (as of 29 Feb 2024) Connie Gu, CPA, Brandy Sun, Li Zhao, CFA, Hanna Cai, 

29 Feb Xinyi Solar (968 HK) - PV glass gross margin beats estimates, supply growth continues to slow down, maintain Buy Bob Wen, CPA, Wallace Cheng 

29 Feb Baidu Inc (BIDU US) - 4Q23 results in line; commercialization of LLM continues to advance Connie Gu, CPA, Brandy Sun, Li Zhao, CFA, Hanna Cai, 

29 Feb SHK Properties (16 HK) - 1HFY24 results broadly stable; rentals rebound Philip Tse, CFA, FRM 

29 Feb New World Development (17 HK) - Stable 1HFY24 results with maturing IP portfolio; maintain BUY Philip Tse, CFA, FRM 

28 Feb Healthcare Sector Weekly - More surprises from GLP-1 clinical data; watch joint replacement centralized procurement results, 
company earnings 

Ethan Ding, Joyce Li, PhD, CFA 

28 Feb Hong Kong Property Sector - Removal of demand-side management measures positive to property market Philip Tse, CFA, FRM 

28 Feb NVIDIA Corporation (NVDA US) - Strong growth with high visibility; likely still underestimated by the market Dawei Wang, PhD, CFA, Carrie Tong 

28 Feb Gaotu Techedu (GOTU US) - 4Q23 results beat; acquisition strategy sets long-term revenue growth trend Connie Gu, CPA, Brandy Sun, Li Zhao, CFA, Hanna Cai, 

27 Feb Li Auto Inc (2015 HK) - 4Q23 profit a strong beat, expect big QoQ sales vol growth in 2Q24; maintain Buy Angus Chan, Iris Li, CFA 

26 Feb Renewable Energy Sector - Earnings Calendar for Renewables Names (as of 26 Feb 2024) Wallace Cheng, Bob Wen, CPA 
 

Source: BOCOM Int'l 
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