
 

With the upcoming 3Q results season, we present our preview for eCommerce 

companies where we expect general softness in 3Q top line growth & 4Q revenue 

guidance on weak macro/consumption, yet with margin upside across the board on 

rational marketing spending and cost controls. Key bright spots could include our 

expectations of Alibaba’s return to positive earnings growth for both China 

commerce & group EBITA for the Sep quarter (after 4 quarters of earnings declines), 

potential record high  3Q operating margin (GS: 4.9% from 4.0% last year, JD Retail

showcasing JD’s long-term margin target of mid-to-high single digit for JD Retail is 

within reach) and we expect healthy >20% GMV growth at market share gainers 

PDD (given leadership in Duo Duo Grocery and focus on lower ticket 

size/value-for-money products) and Kuaishou (via. live-streaming shopping and 

official launch of all-purpose shopping for upcoming Singles’ Day). As shared in our 

recent key investor feedback & debates from global marketing trip takeaways, we 

continue to prefer local services & eCommerce verticals with staples/supermarket 

outperforming discretionary categories in the current macro set-up with brand 

advertising to lag the pace of consumption recovery. Within the note, we revise our 

forecasts on eCommerce names based on retail sales data, parcel volume trackers, 

and National Day Holiday observations, present latest 11.11 rules and differences in 

this year, and summarize updates of PDD’s cross-border eCommerce initiative Temu.  

Softness in 3Q top line growth, along with soft growth in national online retail n

goods sales (+6.5%/6.3% yoy in August/July vs. 6.2% in May-June) as Covid 

restrictions amid the Omicron variant led to frequent local lockdowns. Our macro 

team estimates that a reopening will probably be delayed until at least Q2 

2023 (link). We now expect 3Q22E GMV growth: Kuaishou (+28%) > PDD 

(+24%) > JD (+8%) > BABA (-4%) > VIPS (-9%), and group revenue growth of 

PDD (+36%) > JD (+10%) > BABA (+4%) > VIPS (-10%) respectively, expecting 

Kuaishou, PDD and JD to continue to take share (6% industry 3Q growth in our 
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estimate, see details in Exhibit 2). 

4Q top line guidance may potentially come in weaker-than-expected due to n

macro/lockdowns, as we highlighted in our recent report key investor feedback & 

debates from the latest global marketing trip, and we lowered our prior estimates, 

expecting 4Q22 growth remains close to 3Q level. The grand promotion Singles’ Day 

could be more intense than usual, as we see more aggressive promotions across 

both traditional big three eCommerce platforms and short-form video platforms 

Douyin and Kuaishou (more details in Exhibit 14), while we expect margins to remain 

resilient despite increased promotions, as the coupons are issued by merchants and 

platforms together. National Day Holiday updates Nationwide tourist volume:  

was soft as expected (see our Asia Pacific Conglomerates & Gaming analyst Simon 

Cheung’s Golden Week data analysis), -39% vs. 2019 level or -18% yoy. Tourism 

revenue was 44% of 2019 level or -26% yoy, weaker than Mid-autumn Festival in 

Sept (61%) and Dragon Boat Festival in June (66%). On eCommerce, the State 

Post Bureau reported parcel volume growth of 7.2%/2.6% for collection and delivery 

respectively, slightly improving from Sept’s 2.6% yoy. 

Despite headwinds on top lines, we see upside for margins for Alibaba & JD from n

cost controls, while some downside risks for PDD on continued investment into 

Duo Duo Grocery and step up in developing its international business Temu.  

For Alibaba (GSe: CMR -4%, group EBITA +11% yoy), we expect a  o

turnaround in BABA’s China commerce and group EBITA growth in 3Q 

(2QFY23) on its disciplined spending on Taobao Deals, Tao Cai Cai, Freshippo 

and local services. We also view the conversion to a dual-primary listing which 

the company expects to be effective before the end of 2022 as a potential 

near-term catalyst for the share performance. We believe upon HKEx’s 

approval, the conversion should help bring potential Southbound connect 

inclusion and inflows to Alibaba (see our published comments here).  

For JD (GSe: group revenue +10%, JD Retail margin 4.9%), we expect o

significant margin expansions in 3Q for JD group (we model group adjusted 

net margin to improve by 80bps) and JD Retail (90bps in our estimate) on 

scale down of Jingxi Pin Pin, margin improvement in JD Logistics and 

optimized S&M spending. research institute released National Day Holiday JD 

consumption observations, where sales of smart phones and FMCG 

remained healthy. 

For PDD (GSe: group revenue +36%, marketing services +27%, adjusted o

EBIT Rmb4.9bn), we see some downside risk in 3Q group adjusted operating 

profit compared with street consensus of Rmb7.3bn, as we do not expect a 

large take rate increase in 3Q due to limited sales festival, and expect a 

step-up in investments and model group adjusted operating profit of 

Rmb4.9bn, +50% yoy, with its core domestic marketplace business to sustain 

a 30%+ adjusted EBIT margin (see more details on TEMU’s management, 

product offerings, supply chains, user acquisition strategies and investment 

scale, as well as our hypothetical UE analysis within). These being said, we 

still like PDD on  its proven strong profitability of its domestic main PDD (1)
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platform,  strength and large exposure to the fresh & agriculture category, (2)

which is still at its early stage of online penetration, recent onboarding of (3) 

new brands/merchants in PDD’s 6.18 festival (some for the first time), which 

will support PDD’s online marketing take rate expansion in upcoming 4Q 

Singles’ Day festivals in our view, and  users favoring more lower ticket size (4)

and value-for-money products under the current macro environment. 

2023 outlook: Investors, especially overseas investors, are tracking closely any n

updates to China’s Zero-Covid policy and reopening plan. Our macro team 

recently lowered its 2023 China GDP forecast (see link) to 4.5% yoy (prior: 5.3%), 

assuming reopening in 2Q23 and lowered 2Q23 sequential growth at the initial 

stage of reopening, and they expect the biggest growth boost would likely occur 

from mid-2023 to mid-2024. In-line with our house view, we have also lowered our 

2023 online goods sales growth to 10% yoy (prior 12%) (see Exhibit 5). Therefore, 

we trim FY23 revenues by -4% to 0% across the eCommerce names (see Exhibit 

5).  

We are Buy-rated PDD on  (TP: US$95, unchanged), (TP: HK$112, Kuaishou 

unchanged),  (TP: US$83.0/HK$325.0, prior: US$87.0/HK$338.0),   JD Alibaba

(US$137/HK$134, prior: US$149/HK$146), and Neutral-rated on Vipshop (TP: US$10.1, 

prior: US$11). 

Also see relevant reports by the team: 

China Internet: Key investor questions & feedback from global marketing trip, Oct 6, n

2022 

Navigating China Internet: eCommerce tracker: Services, mobility, apparel bright n

spots in Aug on re-opening; softer Sep thus far, Sep 16, 2022 

Navigating China Internet: Top 400 app tracker: Engagement trends reversing since n

early Sep vs. Aug on renewed Covid containment, Sep 16, 2022 

China Internet: Short-form video-rization: Assessing the potential ceiling and lessons n

from China, Sep 4, 2022 

Navigating China Internet: 2H Outlook: An easier set up; prefer local services & n

eCommerce; advertising to inflect in 4Q, Jul 12, 2022 

 

 

Exhibit 1: Despite 3Q22 setup not as favorable due to soft consumption recovery and Covid resurgence, we see potential upside to JD, 
BABA, VIPS margins relative to the street consensus 

Comments

            Group revenues (yoy) 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22E 4Q22E 3Q22E 4Q22E 3Q22E 4Q22E

            Pinduoduo 239% 89% 51% 3% 7% 36% 36% 33% 43% 39% -7.3ppt -5.5ppt
            JD 39% 26% 26% 23% 18% 5% 10% 10% 11% 14% -1.2ppt -4.4ppt

            Alibaba 64% 34% 29% 10% 9% 0% 4% 4% 5% 8% -1.4ppt -4.0ppt

            Vipshop 51% 23% 8% -5% -11% -17% -10% -3% -12% -5% 1.7ppt 1.7ppt

GSe vs. consensusGSe V.A. Consensus

We see 3Q top line setup not  as favorable across eCommerce coverage, with soft recovery in July/Aug and further deterioration in Sep due to Covid 

resurgence

            Adj. group margin (%) 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22E 4Q22E 3Q22E 4Q22E 3Q22E 4Q22E

            Pinduoduo -8.5% 17.9% 14.6% 31.0% 17.7% 34.3% 18.1% 21.4% 22.7% 25.3% -4.5ppt -3.9ppt We see downward risk to PDD margin, on investments into Temu
            Alibaba 14.0% 21.1% 14.2% 18.4% 9.7% 14.7% 16.3% 19.0% 14.9% 18.5% 1.4ppt 0.5ppt We see upside to BABA margin on cost controls and narrower losses from new businesses, including Tao Cai Cai and T aobao Deals
            Vipshop 6.1% 5.3% 4.0% 5.8% 5.4% 6.8% 5.6% 5.4% 5.2% 5.7% 0.4ppt -0.4ppt We see upside to VIPS margin on improved GPM and disciplined investments into sales and marketing

             JD 2.0% 1.8% 2.3% 1.3% 1.8% 2.5% 3.2% 1.9% 2.8% 1.9% 0.4ppt 0.1ppt We see upside to JD margin on cost controls, disciplined investments into new businesses, and narrower losses from JDL & DADA

 

 

Source: Company data, Goldman Sachs Global Investment Research, Visible Alpha Consensus Data
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Exhibit 2: GMV growth comparison across key players 

 

 

Source: Company data, Goldman Sachs Global Investment Research

 

Exhibit 3: GMV growth comparison across key players at a glance 
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Source: Company data, Goldman Sachs Global Investment Research

11 October 2022   4

Goldman Sachs China Internet

_

 



 

 

 

Exhibit 4: Our macro team recently lowered its 2023 China GDP forecast, now assuming reopening in 2Q23 

 

 

Source: NBS, Goldman Sachs Global Investment Research

 

Exhibit 5: Our estimate changes at a glance 

 

BABA’s data is calendarized to compare with other companies 
 

Source: Goldman Sachs Global Investment Research
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Exhibit 6: National Day Holiday (10.1-10.7) parcel volume growth of 7.2%/2.6% for collection and delivery respectively, slightly improving 
from Sep’s 2.6% yoy 
Daily parcel volume tracker 
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Source: State Post Bureau, Ministry of Transportation

 

Exhibit 7: Timespent on eCommerce has normalized further in the last three weeks of Sep 
Timespent % yoy 

 

 

Source: QuestMobile, Data compiled by Goldman Sachs Global Investment Research
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Exhibit 8: Most discretionary spending categories remain weak in the past few months 
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Source: NBS

 

Exhibit 9: PDD continues to outperform in MAU growth in Aug, 
+29% yoy, compared with 12%/2% for JD/Alibaba 
MAU trend across key eCommerce platforms 

 

Exhibit 10: China eCommerce: Gross GMV share % by platform 
(yearly) 
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Source: Company data, Goldman Sachs Global Investment Research
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The authors would like to thank David Ma and Weiting Tang in our Internet team for their 

contribution to this report.

 

Exhibit 11: China eCommerce: Gross GMV share % by platform 
(quarterly) 

 

Exhibit 12: During the 7-day National Day holidays, the tourist 
volume declined further from a low base last year 
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Source: Yicai.com, East Money, Ministry of Transportation, Goldman Sachs Global Investment 

Research

 

Exhibit 13: Considering the Covid control measures, people prefer 
short trips around their cities over long journeys 

30%

80%

0

100

200

300

400

500

600

700

0%

20%

40%

60%

80%

100%

120%

Local tourism
spending per
capita (yoy)

Camping order
(yoy)

Local hotel
spending per
capita (yoy)

Camping cost
per capita - RHS

RMBYoY 2022 Golden week travelling behavior

~100%

650^

^Note: Compared with the Mid-Autumn Festival, it is increased by ~30%.

 

 

Source: Ctrip, Yicai.com, Data compiled by Goldman Sachs Global Investment Research
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11.11 Shopping Festival 
 

 

11.11 shopping festival remains a key event for investors to watch out for to gauge a 

sense of the recovery pace. We believe traditional eCommerce players continue to face 

pressures from , who are more actively participating in this year’s Douyin/Kuaishou

11.11, despite having a 4Q21 low base (to a less extent for JD and PDD). Similar to this 

year’s 6.18, the festival will kick off 4 hours earlier than usual (at 8:00 pm), to provide 

consumers convenience and better engagement, with discount levels higher than 

previous years. For SFV players, we observe Douyin focus more on low-price 

products/top-hit SKUs/merchandise itself vs. traffic allocation in the past. Kuaishou is 

also planning to officially launch its shelf-base eCommerce in this year’s 11.11 Shopping 

festival period, which was beta-tested in August. Traditional eCommerce players 

increasingly focus on content creation through livestreaming & short-form video 

formats. For example, JD introduced various livestreaming events, including “JD Flash 

Streaming” (“ ” in Chinese), which takes place between 8pm to midnight every 京东闪播

day during the festival and focuses on top-selling items. We also note that Jiaqi Li 

returned to Taobao Live on Sep 20, 2022, after a pause of livestreaming for 109 days, 

and in the 2021 11.11 shopping festival pre-sale (Oct 20, 2021), Jiaqi Li’s single day GMV 

exceeded Rmb11.5bn (see link). We estimate Jiaqi Li’s GMV contribution to Taobao Live 

during the 11.11 whole period was around c.20-30%. 

Douyin eCommerce 

Douyin has revamped its eCommerce subsidy plan to focus more on product sales n

itself instead of product marketing exposure, as competition from other platforms 

intensifies and Douyin’s timespent is reaching closer to the ceiling. Douyin is also 

increasing its contribution to product promotion/discount to boost sales and win 

market share, despite intensified competition. 

As highlighted in our latest Short-form Video-rization report, we expect Douyin to n

reach Rmb2tn (+67% yoy) in GMV in year 2022, representing 9% market share in 

eCommerce and further improving to 10%/14%/24% market share in 2025E 

respectively in our bear/base/bull case. We compare Douyin’s 2021 and 2022 11.11 

shopping festival strategy below. 

Kuaishou eCommerce 

Kuaishou is planning to officially launch its shelf-base eCommerce in this year’s 11.11 n

Shopping festival period, which was beta-tested in August. 
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Exhibit 14: 11.11 shopping festival timeline across platforms 

   10.24 10.31 11.04 11.11

down payment Period
first round sale
(final payment)

1st presale & down payment 1st final payment

 11.06 11.10

warm up & 2nd presale Climax

red envelop & cash coupon distribution

10.01 10.20

 planting grass presale & down payment
Kai Men Hong

flash sales
Scenarios & Brands Period and 

JD Plus Day sales 
Climax

second round sale
(coupon + general promotion)

warm up (KOLs plant grass, brands livestream, distribute coupons and presale, etc.)
11.6

Festival

 

 

Source: ebrun.com, 163.com, Data compiled by Goldman Sachs Global Investment Research

 

Exhibit 15: We observe similar level of promotion/discounts vs. 6.18, but higher vs. prior years 

6.18 Festival General promotion (Rmb)

“ ”满减

 Discount rate General promotion (Rmb)

“ ”满减

Discount rate

    2020 Rmb40 off every Rmb300 purchase 13% Rmb40 off every Rmb300 purchase 13%

2021    Rmb30 off every Rmb200 purchase 15% Rmb30 off every Rmb200 purchase 15%

2022    Rmb50 off every Rmb300 purchase 17% Rmb50 off every Rmb299 purchase 17%

11.11 Festival
General promotion (Rmb)

“ ”满减

 Discount rate General promotion (Rmb)

“ ”满减

Discount rate

    2020 Rmb40 off every Rmb300 purchase 13% Rmb40 off every Rmb300 purchase 13%

2021    Rmb30 off every Rmb200 purchase 15% Rmb30 off every Rmb200 purchase 15%

2022    Rmb50 off every Rmb300 purchase 17% Rmb50 off every Rmb299 purchase 17%

Tmall JD.com

 

 

Source: ebrun.com, Data compiled by Goldman Sachs Global Investment Research

 

Exhibit 16: JD Retail margin was not negatively impacted, despite 
higher 6.18 discounts this year 
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PDD: addressing key questions on margins; TEMU updates; Buy 
 

 

3Q Preview 

We estimate 3Q revenue growth of 36% yoy (unchanged), on the back of +24% n

GMV growth (unchanged), with 3Q adj. net margin of 18.1% or adj. net profit of 

Rmb5.3bn (unchanged).  

We see some downside risk in group adjusted operating profit compared with Street n

consensus of Rmb7.3bn, as we expect a step-up in investments and model group 

adjusted operating profit of Rmb4.9bn, +50% yoy, with its core domestic 

marketplace business to sustain a 30%+ adjusted EBIT margin. These being said, 

we still like PDD on  proven strong profitability of its domestic main PDD (1)

platform,  its strength and large exposure to the fresh & agriculture category, (2)

which is still at its early stage of online penetration, recent onboarding of new (3) 

 

Exhibit 17: Major eCommerce players offer sizable discount to customers and varied support for merchants 
Promotional activities across major eCommerce platforms 

    2022 11.11 Festival Alibaba JD.com Douyin Kuaishou

Promotion Activities

-50 off every 300 purchase 

discount

-No-threshold red packet cash 
coupon distribution

-Low price flash sales

-Play games to win large 
coupons

-50 off every 299 purchase 

discount

-30 off every 200 purchase 
Super Jingtie coupon

-Interest free installment via JD 
Baitiao

-Price-break discount 

(amount/threshold TBA

-Low price product flash sales
-Random discount on purchase 

using Douyin Pay

-Interest free installment via 
Douyin Monthly Pay

-Price-break discount "66 

Shopping Cash" 

(amount/threshold TBA)
-Targeted coupon for high 

purchasing power customer

-"10 thousand people team 
purchase" pre-sale event

Merchant Support

-Increased traffic exposure in 

search/front page/discover etc.
-Free 11.11 festival decor

-Increased traffic exposure in 

search/front page/discover etc.

-Free access to online 
marketing tools

-Free 11.11 festival decor

-Increased traffic exposure for 

Planting-Grass livestream and 

SFV
-Public domain traffic support 

for merchant livestream heads-

up PK.

-Twice as much traffic 

exposure for merchants with 

quality Planting-Grass content 
-Increased traffic exposure for 

new/best-selling products

 

 

Source: ebrun.com, 163.com, Company data, Goldman Sachs Global Investment Research

 

Exhibit 18: Douyin 11.11 shopping festival promotion strategy comparison 

   11.11 Douyin Festival Year 2021 Year 2022 GS Take

Core Promotion Event

-Increased traffic exposure and 

traffic purchase discount 
coupon for KOL/merchant 

promoting products through 

livestreaming/SFV

-Price-break discount across 

stores

-Low price flash sales in 
Douyin Store

-Increased traffic exposure for 

high value-for-money products 

in Douyin Store

-2022 promotion center directly 

upon product sales and low price 

while 2021 promotion center upon 

traffic exposure for 
KOL/merchants, echoing Douyin's  

upgrade in strategy from interest 

eCommerce to universal interest 

eCommerce with strong emphasis 

on shelf eCommerce

Platform Contribution

-Mainly traffic exposure support 

and discount coupon for 

purchasing additional 
marketing resources on Douyin

-Traffic exposure support for 

merchants and high value-for-

money products

-Platform funded purchase 
discount/payment/installment/r

eturn insurance subsidies

-Douyin ramped up subsidy 

contribution in 2022 compared to 

2021, with more out-of-pocket 
subsidy plan for customers

Content Strategy

-Various content events to 

promote KOL/merchant 

engagement, including Good 
Product Livestreaming, SFV 

Topic Challenge and 5 

ranking/task competitions

-Only reserved Good Product 

Livestreaming, SFV Topic 

Challenge

-Douyin simplified content strategy 

for KOL/merchant in 2022 and 
focus more on product sales than 

product marketing

 

 

Source: Company data, Goldman Sachs Global Investment Research
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brands/merchants in PDD’s 6.18 festival (some for the first time), which will support 

PDD’s online marketing take rate expansion in upcoming 4Q Singles’ Day festivals in 

our view, and  users increasingly favoring lower ticket size and value-for-money (4)

products in the current macro environment. 

Estimate changes and valuation 

Our estimates over 2022-24E are broadly unchanged. Maintain  and our 12-m Buyn

DCF-based TP of US$95.0 (unchanged), factoring in FX changes: USD/CNY 7.0 (prior: 

6.6), offset by disciplined spending on sales & marketing and improved margins. 

Our numbers have already factored in our analysis on TEMU, see more details n

below.  

 

 

TEMU 

On the 2Q22 earnings call, CEO Mr. Lei Chen mentioned the cross-border n

eCommerce project for the first time. He commented that the company has a young 

team and continues to explore new opportunities, and overseas is one of them. The 

company will not simply repeat what precedents have done and strive to create 

unique values for users, and management recognize there will be challenges and it 

takes time to accumulate experience. 

On Sept 1, PDD officially launched its multi-category B2C cross-border eCommerce n

platform TEMU (slogan: “team up, price down”) in the US as its first stop. Alongside 

its app, Temu also has a website (us.temu.com) tailored to US users’ shopping 

behaviors. It inherits PDD’s high value-for-money strategy featuring 

white-labeled merchandises that are priced as low as US$0.14 with free shipping. 

TEMU reportedly (link) requires merchants to price items on TEMU platform lower 

than their wholesale prices. 

 

Exhibit 19: PDD GMV growth forecast 

 

Exhibit 20: PDD profitability forecast 
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Source: Goldman Sachs Global Investment Research

 

 

Source: Company data, Goldman Sachs Global Investment Research

 

Exhibit 21: Our estimate on PDD’s profit breakdowns 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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TEMU reportedly (link) operates a , where merchants deliver quasi-1P modeln

products to TEMU’s centralized warehouse and TEMU is responsible for subsequent 

product pricing, marketing and shipping. It now offers no onboard charges and 0 

commissions to encourage merchants to participate. 

Temu has gained strong momentum since launch, totaling over 540,000 downloads n

and ranking No.16 in the US Apple App Store’s Shopping Category with top-selling 

merchandise sold over 17k pieces since launch (as of Oct. 5, 2022). According to 

Similarweb, TEMU has reached c.60% of Wish (launched in 2011 and was called US 

version of PDD, with MAU of 27mn in 2022, down from 108mn as of end-2020 due 

to product quality) in number of daily unique visitors, which averaged c.400k since 

the end of TEMU’s beta test on Sep. 13. 

 

 

 

Exhibit 22: TEMU development timeline 

 

 

Source: Company Information, Latepost, Sina.com, Data compiled by Goldman Sachs Global Investment Research

 

Exhibit 23: Current best-seller on TEMU platform price and shipment comparison across major US eCommerce platforms 

 

*TEMU is in grand opening sales and is offering free shipping on all products. after the sales ends, free shipment threshold will rise to US$49. Time for shipment is calculated using the midpoint of each 
platform’s estimated time of arrival 

 

Source: Company data, compiled by Goldman Sachs Global Investment Research

11 October 2022   13

Goldman Sachs China Internet

_

 



 

Management 

The cross-border eCommerce project is reportedly led by a number of PDD n

experienced management and Duo Duo Grocery managers, including PDD COO 

Pingping Gu, Duo Duo Grocery multi-provincial primary manager Jiazhen Zhao, who 

are in charge of merchant acquisition, and Gui Wu/Xinqi Liu, who are in charge of 

advertising/supply chain respectively.  

PDD encourages Duo Duo Grocery provincial/regional managers to participate in the n

cross-border eCommerce project. Each province/regional manager can bring 5 DDG 

employees with 1+ years of experience.  

Product offerings 

Full-category: home & gardening, pet, women/men/children apparel, shoes & bags, n

electronics, beauty, sports and others. 

User interface: emphasizes high-quality images to display products and the n

website/app layout is more concise vs. PDD. It also has been hiring merchants with 

design and photo shooting ability, to better satisfy US shoppers that typically have a 

high standard for quality goods. 

Competitive pricing: Temu has pricing advantages compared to similar n

eCommerce platforms in the US. For example, most summer women’s clothes 

items are below US$20, and accessories/FMCG are less than US$10. 

 

Exhibit 24: TEMU has totaled over 540,000 downloads since Sep 
launch in early October 

 

Exhibit 25: TEMU’s traffic has grown significantly since 13-Sep, and 
has reached 60% of Wish.com as of 2-Oct, just 1 month since the 
launch 
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Source: Sensortower, Data compiled by Goldman Sachs Global Investment Research

 

 

Source: Similarweb, Data compiled by Goldman Sachs Global Investment Research
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Supply chain 

Operation & pricing: similar to DDG, merchants only provide a floor price and the n

platform decides the listed price. The supply price is typically lower compared to 

domestic platforms. If peer platforms offer the same SKU, the platform requires a 

lower price. Temu is responsible for subsequent product pricing, marketing, 

warehousing, logistics, etc. 

Supply: sellers/merchants are required to prepare 5-7 days of avg daily sales n

volumes in PDD’s Guangzhou warehouses in advance. Payment collection time is 

“N+1”, meaning one day post users’ confirmed recipient of the items. 

# of SKUs: TEMU already has 3k+ SKUs and 70+ suppliers for home goods n

category and 3k+ SKUs and 50+ suppliers for women’s clothing. 

Logistics:  n

Majority of the items are shipped from warehouses in Guangzhou and o

shipping time are relatively unstable, vs. other cross-border platform that 

plans to build overseas warehouses, aiming to shorten the shipping date 

within 3-4 days. 

J&T, an express delivery company and logistics partner with PDD’s domestic o

business, recently launched its cross-border product named “ ” in 极兔旺宝

Chinese (see link), that is advertised to provide attractive and stable 

 

Exhibit 26: Product offering by category on TEMU 

Women’s Fashion

  TEMU features white-label
  women’s fashion priced

lower than US$20

General Merchandise

  TEMU currently emphasize
  high value-for-money quality

  for general merchandise
  category that consumers

    can purchase and use with
ease

Other Categories

   TEMU is also promoting
   various categories that also
  features high value-for-

money quality

 

 

Source: Company data, Goldman Sachs Global Investment Research
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cross-border delivery service from China to the US/Europe.  

User acquisition strategy and subsidies 

Target customer: mid-end consumers who prefer value-for-money products. n

Subsidies: users can earn up to US$50 commission by sending friends invitations n

to join the platform. It currently has no plans of making the “price chop” 

functionality available, in consideration of overseas regulations such as unfair 

competition. 

Investment scale: TEMU reportedly (link) have Rmb1bn of advertising budget in n

Sep. 2022 distributed across Facebook (30%), Google (35%) and content channels 

such as TikTok (25%) with primary advertising target being increasing new 

registered users, more important than increasing GMV. 

 

 

Exhibit 27: Hypothetical Unit Economics for Temu 

 Hypothetical long-te early stage UErm UE Hypothetical 

 Revenues Revenues Notes

   Average order size (US$) 75 Average order size (US$) 20

   # of items in a basket 7.6 # of items in a basket 3.0

   Average price of goods (US$) 10 Average price of goods (US$) 7

 Cost and expenses Cost and expenses

   Procurement COGS (US$) 26 Procurement COGS (US$) 18

   Gross margin % 65% Gross margin % 10%

   Fulfillment (US$) 15 Fulfillment (US$) 18

   as % of GMV 20% as % of GMV 90%

   Marketing expenses (US$) 6 Marketing expenses (US$) 30

promotion of 30% off, capped at US$30; invite friends 

to join Temu can earn up to US$50 (from user 

feedback, US$20 paid for 4 new invitations)

   as % of GMV 8% as % of GMV 150%

   Other COGS & expenses 23 Other COGS & expenses 23

   as % of GMV 31% as % of GMV 116%

   Net profit per order (US$) 4.5 Net profit per order (US$) -69

   Net margin % 6% Net margin % -346%
 

 

Source: Sina, Goldman Sachs Global Investment Research
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Exhibit 28: Our valuation scenario analysis for PDD 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 29: Estimate changes at a glance 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 30: Our annual & quarterly forecast 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Alibaba: Group & China Commerce EBITA growth turnaround; Buy 
 

 

2QFY23 Preview 

We now forecast BABA group revenue growth of +4% yoy, of which CMR growth of n

-4%, on the back of -4% GMV growth (vs. -5% in 1QFY23). We estimate cloud 

revenue growth of +6%, qoq decelerated from +10% a quarter ago, on a 

combination of weak internet revenues (47% revenue contribution in 1QFY23) and 

overall challenging macro.  

We expect group adj.EBITA of Rb31bn, delivering positive yoy growth of +11% (vs. n

-18%/-30%/-27%/-32% in the past 4 quarters). In particular, we estimate China 

Commerce adj. EBITA of Rmb41.6bn, +1% yoy (vs. -14%/-19%/-20%/-19% in the 

past quarters), on disciplined investments into new businesses, specifically Taocaicai 

and Taobao Deals. 

Estimate changes and valuation 

We revise FY23-25E revenues by -4% to -3%, on slower-than-expected GMV n

recovery in 2H22 and accordingly reflecting our lowered estimates for the broader 

eCommerce industry. We raise FY23-25E adj. net profit by +1% to +4%, factoring in 

disciplined S&M spending and investment into new businesses, as the company 

shifts focus from user growth to quality/profitable growth. 

Maintain  and our 12-month SOTP-based target prices for BABA/9988.HK of Buyn

US$137/HK$134 per ADS/sh (prior: US$149/HK$146), factoring in FX changes: 

USDCNY 7.0 (prior: 6.6) and CNYHKD 1.12 (prior: 1.18) and lowered top lines, partially 

offset by better margins.  

 

Exhibit 31: Our 12-m DCF-based TP of US$95.0 (unchanged) 

 

 

Source: Goldman Sachs Global Investment Research
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Near term catalyst includes the conversion to a dual-primary listing which the n

company expects to be effective before the end of 2022. We believe upon HKEx’s 

approval, the conversion should help bring potential Southbound connect inclusion 

and inflows to Alibaba (see our published comments here). 

Return of Jiaqi Li 

Jiaqi Li returned to Taobao Live on Sep 20, 2022, after a pause of livestreaming for n

109 days. During the 2-hour session, views exceeded 63.5mn. 

On the first day of last year’s 11.11 shopping festival pre-sale (Oct 20, 2021), Jiaqi n

Li’s single day GMV exceeded Rmb11.5bn (see link). We estimate Jiaqi Li’s GMV 

contribution to Taobao Live during 11.11 was around c.20-30%. 

 

 

Exhibit 32: Alibaba by segment performance and our estimates 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 33: Estimate changes at a glance 

 

 

Source: Goldman Sachs Global Investment Research
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Exhibit 34: Our base and bear valuation scenarios for BABA 

 

 

Source: Goldman Sachs Global Investment Research

11 October 2022   21

Goldman Sachs China Internet

_

 



 

 

Exhibit 35: Our 12-month SOTP-based target prices for BABA/9988.HK of US$137/HK$134 per ADS/sh (prior: US$149/HK$146) 

 

 

Source: Goldman Sachs Global Investment Research
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JD: Record high JD Retail margins in sight; Buy 
 

 

3Q Preview 

We estimate 3Q revenue of +10% yoy (prior: +11%), with JD Retail revenue/GMV of n

+6%/+8% (prior: +7%/+10%), on weaker-than-expected Sep.  

We raise adj. group net margin to 3.2% (prior: 2.7%), with JD Retail margin of n

+4.9% (prior: +4.1%), on improved margins across categories and disciplined 

spending on sales & marketing. 

Estimate changes and valuation 

JD 

We revise FY22-24 revenues by -5% to -1%, on soft recovery of consumption and n

accordingly reflecting our lowered eCommerce industry growth estimates, and lift 

adj. group net margin to 2.3%/2.9%/3.4% (prior: 2.2%/2.7%/3.0%), on better JD 

Retail margins of 3.6%/3.8%/4.2% (prior: 3.3%/3.4%/3.5%). 

Maintain  and our 12-m SOTP-based TP of US$83.0/HK$325.0 (prior: Buyn

US$87.0/HK$338.0), factoring in FX changes: USDCNY 7.0 (prior: 6.6) and CNYHKD 

1.12 (prior: 1.18), partially offset by improved margins. 

JD Logistics 

We finetune FY22-24E revenues by -2% to -1%, on weak macro and supply chain n

disruptions resulted by Covid resurgence, and keep margin profiles broadly 

unchanged at breakeven/1.4%/1.4% (Rmb70mn/Rmb2.6bn/Rmb.3.2bn) over 

FY22-24E. 

Maintain  and our 12-m EV/EBITDA-based TP of HK$35 (prior: HK$37.0), factoring Buyn

in FX changes: CNYHKD 1.12 (prior: 1.18) and minor earnings revisions. 

DADA 

We finetune FY22-24E revenues by -2% to 0% and keep net profit broadly n

unchanged. 

Maintain Buy and our 12-m SOTP-based TP of US$19.2 (prior: US$21.1), factoring in n

FX changes: USDCNY 7.0 (prior: 6.6) and minor earnings revisions. 

JD Supermarkets 

JD Supermarkets (see link), along with “Shop Now”, have covered  supermarket 87k+n

offline stores, FMCG brands, providing on-demand services for consumers in 29k+ 

400+ cities. 

JD Supermarkets launched “BOOST” strategy in early Sep (see link), with “B” n

stands for broaden user base, “O” for omni-channel, “O” for opening the 

ecosystem, “S” for supply chain, and “T” for tier 3-6 cities penetration. 

Within JD Supermarkets, the number of brands that exceed Rmb1bn/Rmb100mn n
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FY21 GMV exceeded 50/500, +30%/+35% yoy respectively.  

In the first 8 months of 2022, GMV of “Shop Now” reached 6x yoy, with number of n

transacting users up .  300%+

Number of SKUs at JD Supermarkets was +80% in the last 12 months, and the 3-yr  n

CAGR of new brands exceeded 20%. 

In 1H22, number of active users at JD Supermarkets improved by nearly 30% yoy. n

 

 

 

Exhibit 36: JD Group revenue and growth trajectory (quarterly) 

 

Exhibit 37: JD Retail EBIT and margin trajectory (quarterly) 
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Source: Company data, Goldman Sachs Global Investment Research

 

 

Source: Company data, Goldman Sachs Global Investment Research

 

Exhibit 38: We expect JD E&A revenues to normalize in 2H22E on a combination of weak macro and lapsing the impact of Suning’s share 
loss 
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Exhibit 39: We note that the shopping festival performance has been a good proxy for GMV growth/revenue growth of the related quarter, 
especially in recent quarters 
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2016 core GMV definition: The company’s calculation of GMV includes shipping charges paid by buyers to sellers and excludes any transactions in the company’s B2C business with order value 
exceeding Rmb2,000 that are not ultimately sold or delivered. From 2017, the GMV is based on industry standard GMV. 

 

Source: Company data, Syntun, Visible Alpha Consensus Data
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Exhibit 40: Our scenario analysis for JD valuation 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 41: Estimate changes by segment 

 

 

Source: Goldman Sachs Global Investment Research
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Exhibit 42: Our estimate changes of JD.com at a glance 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 43: Our annual & quarterly forecast for JD 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 44: Our SOTP-based 12-m TP of JD: US$83.0/HK$325.0 (prior: US$87.0/HK$338.0) 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 45: Estimate changes of JD Logistics at a glance 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 46: Our 12-m TP of JD Logistics: HK$35 (prior: HK$37) 

 

 

Source: Goldman Sachs Global Investment Research
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Vipshop: Headwinds in discretionary categories & SFV competition; 

 

Exhibit 47: Estimate changes of DADA at a glance 

     New Old New Old New Old

      Rmb mn, unless otherwise stated 2022E 2022E 2023E 2023E 2024E 2024E

            Group revenue 9,500 9,500 0% 38% 14,479 14,721 -2% 52% 20,571 21,038 -2% 42%

            Costs & expenses (GAAP) (11,442) (11,357) 1% 19% (13,956) (14,244) -2% 22% (18,664) (19,162) -3% 34%
            Operations & support (5,748) (6,278) -8% 12% (8,299) (8,477) -2% 44% (11,882) (12,105) -2% 43%

            Selling & Marketing (4,499) (3,948) 14% 31% (4,418) (4,502) -2% -2% (5,419) (5,663) -4% 23%
            General & Administration (417) (353) 18% 4% (374) (399) -6% -10% (397) (425) -7% 6%
            Research & Development (656) (656) 0% 14% (715) (715) 0% 9% (780) (780) 0% 9%
      Other operating expenses (122) (122) (149) (150) (186) (189)

      Share-based compensation expense (228) (152) (188) (191) (206) (210)
      Intangible assets amortization (169) (169) (169) (169) (169) (169)

      Other operating income 43 43 20 60 70 70
            Group adjusted EBIT, non-GAAP (1,502) (1,493) -1% n.m. 900 897 0% n.m. 2,351 2,325 1% 161%

      Net interest income 76 76 97 97 117 117

            Profit (loss) before income tax, non-GAAP (1,420) (1,411) -1% n.m. 997 994 0% n.m. 2,468 2,442 1% 148%
      Income tax expense/credits 4 4 (150) (149) (370) (366)

Net income attributable to the company, non-GAAP            (1,420) (1,411) -1% n.m. 997 994 0% n.m. 2,468 2,442 1% 148%

Dada Now

Total number of orders (mn)*  1,862      1,862      0%   35% 2,338      2,294      2%   26% 2,857      2,812      2% 22%

Daily average (mn)            5.1          5.1          0% 35% 6.4          6.3          2% 26% 7.8          7.7          2% 22%

            Revenue (Rmb mn) 3,214 3,214 0% 14% 4,498 4,487 0% 40% 5,913 5,903 0% 31%
*Including that for JD Daojia

JD Daojia

            JD Daojia total marketplace Gross GMV (Rmb mn) 64,391 64,391 0% 49% 98,962 101,418 -2% 54% 141,318 145,860 -3% 43%

            Monetization rate (%) 9.8% 9.8% 0.0pp 0.4pp 10.1% 10.1% 0.0pp 0.3pp 10.4% 10.4% 0.0pp 0.3pp
            Revenue (Rmb mn) 6,286 6,286 0% 55% 9,981 10,234 -2% 59% 14,659 15,135 -3% 47%

            Average order value (Rmb), as of placed orders 219         219         0% 15% 238         238         0% 9% 243         243         0% 2%
            Gross margin % (GS defined)^ 52% 50% 1.7pp 7.3pp 55% 54% 0.1pp 3.0pp 52% 52% 0.0pp -2.6pp

     New Old New Old New Old
      % of total revenues 2022E 2022E 2023E 2023E 2024E 2024E

            Operations & support -60.5% -66.1% -5.6pp -14.3pp -57.3% -57.6% -0.3pp -3.2pp -57.8% -57.5% 0.2pp 0.4pp
            Selling & Marketing -47.4% -41.6% 5.8pp -2.6pp -30.5% -30.6% -0.1pp -16.8pp -26.3% -26.9% -0.6pp -4.2pp

            General & Administration -4.4% -3.7% 0.7pp -1.4pp -2.6% -2.7% -0.1pp -1.8pp -1.9% -2.0% -0.1pp -0.7pp
            Research & Development -6.9% -6.9% 0.0pp -1.4pp -4.9% -4.9% 0.1pp -2.0pp -3.8% -3.7% 0.1pp -1.2pp
            Other operating expenses -1.3% -1.3% 0.0pp 0.4pp -1.0% -1.0% 0.0pp -0.3pp -0.9% -0.9% 0.0pp -0.1pp

            Share-based compensation expense -2.4% -1.6% 0.8pp -0.6pp -1.3% -1.3% 0.0pp -1.1pp -1.0% -1.0% 0.0pp -0.3pp
            Intangible assets amortization -1.8% -1.8% 0.0pp -0.7pp -1.2% -1.1% 0.0pp -0.6pp -0.8% -0.8% 0.0pp -0.3pp

EBIT margin, non-GAAP            -15.8% -15.7% -0.1pp 16.2pp 6.2% 6.1% 0.1pp 22.0pp 11.4% 11.1% 0.4pp 5.2pp
Net income margin (attribute to company), non-GAAP            -14.9% -14.8% -0.1pp 15.7pp 6.9% 6.8% 0.1pp 21.8pp 12.0% 11.6% 0.4pp 5.1pp
^Gross profit: revenue - costs of sales (fulfillment cost) - operations and support costs

Chg (pp) YoY (pp)YoY (pp)

YoY % Chg (%) YoY %Chg (%)

Chg (pp)

Chg (%) YoY %

Chg (pp) YoY (pp)

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 48: Our SOTP based 12-m TP of Dada Nexus: US$19.2 (prior: US$21.1) 

 

 

Source: Goldman Sachs Global Investment Research
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Neutral 
 

 

3Q Preview 

We estimate 3Q revenue decline of -10% yoy (prior: -8%), on -9% GMV decline n

(prior: -7%), on softer-than-expected consumption, particularly for discretionary 

categories. 

We raise adj. net margin to 5.6% (prior: 5.2%), on disciplined investments into S&M n

and quality growth, as management reiterated the target of 20%+ GPM and 5%+ 

NPM. 

Estimate changes and valuation 

We revise FY22-24E revenues by -2% to -3%, on soft recovery of discretionary and n

accordingly reflecting our lowered eCommerce industry growth estimates. We keep 

margins broadly unchanged at 5.7%/5.3%/5.6% over 2022E-24E, on healthy gross 

margins and disciplined spending on OPEX. 

Maintain  and our 12-m PE-based TP of US$10.1 (prior: US$11), factoring in Neutraln

FX changes: USDCNY 7.0 (prior: 6.6) and lowered GMV/top line growth. 

 

 

Exhibit 49: Discretionaries, such as apparel, still lags overall online goods sales 
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Online goods sales growth

 

Note NBS only reports Jan-Feb as a whole 
 

Source: NBS
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Valuation and risks 
 

 

Alibaba Group (BABA/9988.HK): we are Buy-rated on BABA/9988.HK, with 

SOTP-based 12-month target prices of US$137/HK$134 per ADS/sh (prior: 

US$149/HK$146). Key risks: (1) Lower-than-expected GMV growth due to 

macro/competition; (2) Slower-than-expected monetization in China retail; (3)  

 

Exhibit 50: Estimate changes at a glance 

 

 

Source: Goldman Sachs Global Investment Research

 

Exhibit 51: Yearly and quarterly financials 

 

 

Source: Company data, Goldman Sachs Global Investment Research

 

Exhibit 52: Our 12-m TP of US$10.1 (prior: US$11) 

 

 

Source: Goldman Sachs Global Investment Research

11 October 2022   31

Goldman Sachs China Internet

_

 



Weaker-than-expected execution in key strategic investments; (4) Cloud revenue growth 

deceleration. 

JD.com (JD/9618.HK): we are Buy-rated on the company with a 12-m SOTP-based TP 

of US$83.0/HK$325.0 (prior: US$87.0/HK$338.0). Key risks: Fluctuation in group net 

margin, online GMV slowdown and FMCG/JD supermarket execution, 

tougher-than-expected competition, capital allocation. 

Pinduoduo (PDD): we are Buy-rated on the company with a 12-m DCF-based TP of 

US$95 (unchanged). Key risks: (1) Slower-than-expected ramp up in SKUs, leading to 

lower average user spending on the platform and hence slower growth in 

GMV/Revenue; (2) More intense-than-expected competition in the online retail industry, 

resulting in higher user acquisition/retention cost and lower long-term profitability levels; 

and (3) Higher investment in new initiatives, coupled with less optimal execution. 

Kuaishou (1024.HK): we are Buy-rated on the company with a PE-based TP of HK$112 

(unchanged). Key risks: Weaker-than-expected monetization, slower growth of its 

aggregate user engagement base (DAU x time spent per DAU), lower-than-expected 

profitability and content control risks. 

Vipshop (VIPS): we are Neutral-rated on a sector-relative basis, with a 12-m TP of 

US$10.1 (prior: US$11), based on an unchanged 9X non-GAAP P/E multiples on our 

2023E earnings. Key risks: Stronger-/weaker-than-expected competition or new entrants 

(both online/offline), GMV slowdown, higher-/lower-than-expected fulfillment costs/capex 

and inventory write-down risks. 

JD Logistics (2618.HK): we are Buy-rated on the company with a 12-month 

EV/EBITDA-based TP of HK$35 (prior: HK$37). Key risks: Significant revenue 

contribution from JD Group; Concentration in a few industries/sectors; Further 

investment in both customer acquisition and infrastructure; Potential competition from 

the time-definite air freight model. 

DADA Nexus (DADA): we are Buy-rated on the company with our 2023E-based 

SOTP-based 12-month TP of US$19.2 (prior: US$21.1). Key risks: Tougher-than-expected 

competition with Meituan Shangou/Ele.me/community group purchase platforms, 

revenue concentration risk, labor costs inflation/employment regulations, cost of 

customer retention, merchant decentralization risk.
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discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities 
discussed in this report, which impact may be directionally counter to the analyst’s published price target expectations for such stocks. Any such 
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Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  
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Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
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Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
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research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
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services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 
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