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INVESTMENT SUMMARY  

● Weimob and Youzan will benefit from this year’s continuing fragmentation of 
e-commerce frontend traffic, but whether new media platforms will and want 
to master the knowhow of e-commerce conversion is a question mark;   

● Multiple kinds of entrants have elbowed into e-commerce software space, 
including new breeds like DingTalk and Weixin Work. Comparing to them, 
Weimob and Youzan have yet to provide sustainable business values; 

● Before Weimob and Youzan deepening their product depth, each has 
respective financial shortcomings in minority interest and working capital;  

● We initiate both at SELL. 
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The long march has just begun…Initiate with SELL  

● Changes in e-commerce front and backend provided opportunities for E-
commerce software to also change. But the opportunities afforded to 
Weimob and Youzan aren’t very significant, in our view; 

● From Net Dollar Retention (NDR) and free cash flow (FCF) perspectives 
Weimob and Youzan aren’t attractive investment choices. Behind the 
financials underlies fierce competitive that isn’t likely to improve;   

● We initiate Weimob/Youzan @ SELL w/ TP of HK$8.4/$1.34. 

From serving Alibaba to serving multiple platforms 

E-commerce software and retail extension of ERP packages have long existed. The 
rise of Pinduoduo (PDD), Douyin and Kuaishou e-commerce fragmented the front 
end. Competition in express delivery fragmented the backend, creating opportunity 
for the mid-end to rise. But how big is this opportunity? 

Five forces are competing for the e-commerce SaaS pie 

A detail examination showed that e-commerce platforms all have their own 
merchant toolboxes, thereby creating powerful competition to e-commerce 
software companies. Further, two types of new entrants are joining the foray: One 
leveraging sourcing and one leveraging PaaS;  

Multi-channel and one stop shop are necessary but not enough 

Shopify’s experience showed that multi-channel support and one stop shop are 
keys to withstand the competitions mentioned above. However, skyrocketing 
valuation had deprived Weimob and Youzan the chance to quietly build strength; 

Unfavourable and deteriorating NDR underscore biz model issue 

Weimob and Youzan’s NDR are both one of the worst and deteriorating recently, 
reflecting intensified competition. We expect them to achieve sustained FCF 
positive by 2024/2023, respectively. Weimob needs to raise capital multiple times; 

Respective financial problems exist  

Weimob’s FCF situation is far worse than its P&L situation, thanks to the capital 
intensity of its expanding advertising agency business. Youzan’s minority interests 
ate away 35% of 2019’s net losses. Both should depress the valuations, in our view. 

Exhibit 1. Key financial of stock mentioned    

 Revenues Non-IFRS op.profit Non-IFRS NI    

(RMB mn) 2019 2020E 2021E 2019 2020E 2021E 2019 2020E 2021E    

Weimob Inc. 1,437  2,317  3,663  (44) 71  91  (52) 59  80     

China Youzan  1,171  1,857  3,324  (502) (588) (817) (779) (649) (749)    

Source: Bloomberg, Blue Lotus (as of Jul 13, 2020)    
 

 BUY  HOLD  SELL 
 

 

Top picks  

 Ticker Rating Target 

Weimob Inc. 2013 HK SELL HK$8.4 

China Youzan 8083 HK SELL HK$1.34 

Source: BLRI (as of Jul 13, 2020) 

 

 

Stocks mentioned 

Name  

BBG 

code Rating TP 

Curr. 

price 

Next  

yr PE 

Weimob Inc. 2013 HK SELL HK$8.4 HK$12.8 391 

China  

Youzan 
8083 HK SELL HK$1.34 HK$1.44 (33) 

Kingdee Int’t 268 HK NA NA HK$19.4 56 

Yonyou 

Network 
600588 CH NA NA RMB52.8 129 

Source: BLRI (as of Jul 13, 2020) 
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Exhibit 2. Douyin storefront breakdown, inception to date  Exhibit 3. Major live broadcasting e-commerce platforms 

 
Source: Blue Lotus (as of Jul 13, 2020), Total GMV=RMB689bn from November 2019 to 
date. 

 Company Launch 
time 

Store front Major category GMV target          
(RMB bn) 

        2019 2020 

Taobao Live  2016 Taobao Apparel, 
cosmetics, jewelry 

200 400-
450 

JD Live 2016 JD Home elect., 3C Small Small  

Kuaishou 
Live 

2018 Kwaishop/Tao- 
bao/JD/Youzan/
Mockuai* 

Apparel, food, 
cosmetics 

40-
50** 

250 

Douyin Live 2019 Douyinshop/Tao-
bao/JD 

Apparel, food, 
cosmetics 

15** 150-
200 

Duoduo Live 
(PDD) 

2020 PDD Farmer produce, 
personal products 

Small Small 

Weixin Live 
(Tencent) 

2020 Youzan/Weimob - Small Small  

Source: Blue Lotus ((as of Jul 13, 2020)), *Mockuai is invested by Kuaishou; 
**Kuaishou and Douyin’s pre-recorded video e-commerce had RMB40 and 20bn GMV 
in 2019 
 

Exhibit 4. Weimob’s advertising business breakdown by half year  

(RMB mn) 1H17 2H17 1H18 2H18 1H19 2H19  2016 2017 2018 2019 

Advertising gross billing 295  638  966  1,526  1,797  3,484   174  933  2,493  5,281  

Gross method 43  164  101  282  329  344   3.4  206  384  673  

Net method 252  474  865  1,244  1,468  3,140   170  727  2,109  4,609  

Advertising revenue 90  182  177  341  438  492   13  271  518  930  

Gross  40  136  85  231  279  292   3.2  177  317  571  

Net 49  45  91  110  159  200   10  95  202  358  

Advertising gross profit 59  57  100  123  182  207   13  116  233  389  

Gross  10  12  20  10  38  5.4   2.9  21  30  43  

Net 49  45  91  112  144  202   10  94  203  346  

Adv. gross profit/gross billing 20% 8.9% 10% 8.1% 10% 5.9%  7.6% 12% 9.4% 7.4% 

Gross  23% 7.1% 19% 3.7% 11% 1.6%  85% 10% 7.8% 6.4% 

Net 19% 9.5% 11% 9.0% 10% 6.4%  6.0% 13% 10% 7.5% 
 

Source: Blue Lotus (as of Jul 13, 2020) 

 
Exhibit 5. Chinese business life expectancy~6.4 years  Exhibit 6. US business life expectancy~11 years 

 

 
  

 

Source: SAIC, Blue Lotus (as of Jul 13, 2020)  Source: US Census Bureau, Business Dynamics Statistics, Blue Lotus (as of Jul 13, 
2020) 
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Exhibit 8. Weimob Net Dollar Retention  Exhibit 9. Youzan Net Dollar Retention 

 

 

 

Source: Weimob, BLRI (as of Jul 13, 2020)  Source: Youzan, BLRI (as of Jul 13, 2020) 

 

Exhibit 10. Net Dollar Retention (NDR) of major SaaS companies 

 

Source: Company data, Weimob, Youzan, Blue Lotus (as of Jul 13, 2020) 

0.83 

0.88 

0.94 

0.99 

0.96 

0.75

0.80

0.85

0.90

0.95

1.00

1.05

2H17 1H18 2H18 1H19 2H19

0.90 

0.87 

0.86 

0.85

0.86

0.87

0.88

0.89

0.90

1Q19 2Q-4Q19 1Q20

1.43 
1.32 1.32 1.30 1.30 1.30 1.30 1.28 1.24 1.23 1.21 1.20 1.20 1.19 1.19 1.17 1.17 1.17 1.16 1.15 1.15 1.15 1.14 1.11 1.10 1.09 1.07 1.03 1.03 1.00 1.00 0.99 0.97 

0.90 0.86 

 -

 0.20

 0.40

 0.60

 0.80

 1.00

 1.20

 1.40

T
w

ili
o

S
la

ck

S
m

ar
ts

he
et

F
as

tly

D
at

ad
og

Z
oo

m

E
la

st
ic

A
lte

ry
x

C
ro

w
ds

tr
ik

e

D
yn

at
ra

ce

O
kt

a

B
ill

.c
om

M
on

go
D

B

Z
sc

al
er

D
oc

us
ig

n

A
na

pl
an

C
lo

ud
fla

re

M
ed

al
lia

N
ew

 R
el

ic

Q
2 

H
ol

di
ng

s

A
ut

od
es

k

Z
en

de
sk

P
in

g 
Id

en
tit

y

W
or

ki
va

B
la

ck
lin

e

A
va

la
ra

B
ox

Z
uo

ra

F
iv

e9

W
or

kd
ay

H
ub

sp
ot

R
in

gC
en

tr
al

W
ei

m
ob

B
en

ef
itf

oc
us

Y
ou

za
n

Exhibit 7. Online retail sectors and subsectors 

(RMB bn) 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 

Online retail GMV 5,045  6,686  8,609  10,587  12,818  15,008  17,262  19,541  21,631  23,635  

Centralized  93% 91% 86% 81% 76% 74% 72% 70% 69% 68% 

 Alibaba  76% 75% 74% 75% 74% 74% 73% 72% 71% 70% 

JD.com  14% 15% 16% 17% 18% 18% 20% 21% 23% 24% 

Vipshop 1.4% 1.4% 1.5% 1.4% 1.3% 1.3% 1.2% 1.2% 1.2% 1.2% 

Others 8.2% 8.2% 8.1% 7.3% 6.7% 6.1% 5.6% 5.1% 4.6% 4.1% 

Decentralized 6.7% 9.3% 14% 19% 24% 26% 28% 30% 31% 32% 

C2C (SaaS) 95% 69% 45% 32% 21% 16% 12% 10% 8.7% 7.7% 

B2C (PDD) 0.0% 23% 39% 49% 58% 62% 63% 64% 64% 63% 

S2B2C (Multi-layer) 1.7% 2.9% 4.4% 5.1% 4.9% 5.0% 5.1% 5.1% 5.3% 5.5% 

Content-based 3.5% 5.4% 12% 14% 16% 17% 19% 20% 22% 24% 

Source: Blue Lotus (as of Jul 13, 2020) 
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Exhibit 11. Cash burn of FCF negative SaaS companies, 2019  Exhibit 12. FCF yield of FCF positive SaaS companies, 2019 

 

   

 

Source: Company data, Blue Lotus (as of Jul 13, 2020)  Source: Company data, Blue Lotus (as of Jul 13, 2020) 
 

 
Exhibit 13. Global enterprise software market by framework  Exhibit 14. Global enterprise software market by functions 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 

 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 
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Free cash flow yield

USD 70.5bn USD 269.2bn USD 165.3bn

Front-end Middle-end Back-end

Cloud Security (USD 6.8bn)

Crowdstrike, Zscaler, Elastic, Fastly, Cloudflare

HRM

(USD 16.0bn)

Workday

Business intelligence and analytic

(USD 37.8bn)

Alteryx, Elastic

Project Management

(USD 4bn)

Digital Signature (USD 1.6bn)

Docusign

Experience Management

(USD 68bn)

Medallia

Payment Processing

(USD 39.3bn)

Bill.com

Financial Management

(USD 17.0bn)

Workday, Blackline

IT Operations Management (USD 10.2bn)

Dynatrace, New Relic, Datadog, Elastic, Fastly

Tax Compliance (USD 8.0bn)

AvalaraE-commerce Software

(USD 5.3bn)

Youzan, Weimob

Identity (USD 11bn)

Okta

Database Software

(USD 74.3bn)

MongoDB

ERP

(USD 39.4bn)

Anaplan

Unified Communications and Collaboration

(USD 38.8bn)

Slack, Zoom, RingCentral, Twilio

Office Productivity

(USD 29.4bn)

Digital Content Creation (USD 14.6bn)

Autodesk

Collaboration (USD 9.5bn)

Smartsheet, Box

By Framwork

Enterprise Search (USD 8.8bn)

Elastic

CRM

(USD 40.2bn)

Zendesk, Hubspot

Contact Center

(USD 18.1bn)

Five9

Digital Banking

(USD 6.9bn)

Q2 Holdings

USD 242.9bn USD 262.1bn

Management Infrastructure

Contact Center

(USD 18.1bn)

Five9

Digital Content Creation (USD 14.6bn)

Autodesk

IT Operations Management (USD 10.2bn)

Dynatrace, New Relic, Datadog, Elastic, Fastly

Tax Compliance (USD 8.0bn)

Avalara

Digital Banking (USD 6.9bn)

Q2 Holdings

Cloud Security (USD 6.8bn)

Crowdstrike, Zscaler, Elastic, Fastly, Cloudflare

E-commerce Software (USD 5.3bn)

Youzan, Weimob

Digital Signature (USD 1.6bn)

Docusign

Identity (USD 11bn)

Okta

Database Software

(USD 74.3bn)

MongoDB

Payment Processing

(USD 39.3bn)

Bill.com

Unified Communications and Collaboration

(USD 38.8bn)

Slack, Zoom, RingCentral, Twilio

Collaboration (USD 9.5bn)

Smartsheet, Box

Project Management

(USD 4bn)

Experience Management

(USD 68bn)

Medallia

CRM

(USD 40.2bn)

Zendesk, Hubspot

ERP

(USD 39.4bn)

Anaplan

Business intelligence and analytic

(USD 37.8bn)

Alteryx

Financial Management

(USD 17.0bn)

Workday, Blackline

HRM

(USD 16.0bn)

Workday

By Function

Enterprise Search (USD 8.8bn)

Elastic

Office Productivity

(USD 29.4bn)
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Financial Summary – Weimob Inc.  
Fiscal year ends 31-Dec 

Exhibit 1. Income statement 

(RMB mn) 2019A 2020E 2021E Company Description 

Weimob is China's leading provider of cloud-based commerce and 
marketing solutions for SMEs. By end of 2019, Weimob has totally 
79,546 paying merchants. In 2019, SaaS and marketing service 
contributed 35% and 65% of total revenue respectively. 

 

Industry View 

We expect China’s decentralized online retail market to generate a GMV 
of RMB2.01tn in 2019, among which the C2C sector, to which Weimob 
provides software to, generated RMB644bn. We expect China’s 
decentralized online retail market to grow GMV to RMB7.56tn in 2025, 
among which the C2C sector to grow GMV to RMB582bn. 

 

Revenues 1,437  2,317  3,663  
Cost of revenues (640) (1,078) (1,784) 
Gross profit 797  1,239  1,878  
Gross margin 55.5%  53.5%  51.3%  
Selling Expenses (717) (982) (1,512) 
G&A Expenses (130) (197) (293) 
Other income 67  70  92  
Other gains 27  32  8  
Share based compensation (6) (12) (18) 
(Loss)/income from operations, 
non-IFRS 

(44) 71  91  

Operating margin, non-IFRS (3.1%) 3.1%  2.5%  
Finance cost/income (12) (12) (12) 
Pre-tax income, IFRS 328  150  161  
Income tax/credit (17) -  -  
Loss for the year, non-IFRS (52) 59  80  
Loss for the year, IFRS 311  150  161  
Diluted shares (mn) 2,104  2,404  2,704  
EPS, non-IFRS (RMB) (0.02) 0.02  0.03  

Source: Weimob Inc., Blue Lotus (as of Jul 13, 2020) 

 

Exhibit 2. Balance sheet  Exhibit 3. Cash flow statement 

(RMB mn) 2019A 2020E 2021E  (RMB mn) 2019A 2020E 2021E 

Cash and cash equivalents 870 972 1,170  Pre-tax income, IFRS 328  150  161  
Term deposits 393 393 393  Adjustments:    
Prepayments, deposits 1,227 1,944 3,193  Depreciation and amortization 61  103  166  
Contract acquisition cost  148   215   303   Fair value change of financial instruments  (298)  -     -    
Trade and notes receivable  156   299   545   Share based compensation  6   12   18  
CURRENT ASSETS 2,855 3,884 5,666  Change in working capital (787) (879) (1,574) 
PPE 21 33 50  Trade and notes receivable (77) (142) (247) 
Right-of-use assets 61 61 61  Contract liabilities (14) 47  10  
Intangible assets, net 139 219 271  Prepayments and other current assets (718) (717) (1,249) 
Deferred income tax assets 45 45 45  Contract acquisition cost 7  (67) (88) 
Contract acquisition cost 40 40 40  Other payables and accruals 15  -  -  
Investment accounted for using 
equity method 

66 105 152  NET CASH USED IN OPERATING 
ACTIVITIES 

(439) (603) (1,217) 

Financial assets at fair value 41 41 41  Purchase of PPE (12) (23) (37) 
Other non-current assets 17 17 17  Purchase of intangible assets (135) (172) (198) 
TOTAL ASSETS 3,304 4,375 6,273  NET CASH USED IN INVESTING 

ACTIVITIES 
(668) (195) (235) 

Bank borrowings 300 150 300  Proceeds from issuance of ordinary shares 1,640  -  1,500  
Convertible bond  -     1,050   1,050   Payment and repayment of debt  220   900   150  
Trade and other payables 563 949 1,570  Cash paid in reorganization -  -  -  
Contract liabilities 293 357 382  NET CASH PROVIDED BY/(USED IN) 

FINANCING ACTIVITIES 
1,856  900  1,650  

Share premium 4,171 4,171 4,171  Net increase in cash and cash equivalents 755  102  198  
Other reserves (1,127) (1,538) (582)  Cash and cash equiv., beginning of year 128  870  972  
Accumulated loss (954) (804) (643)  Cash and cash equiv., end of year 870  972  1,170  
TOTAL LIABILITIES AND EQUITY 3,304 4,375 6,273      

Source: Weimob Inc., Blue Lotus (as of Jul 13, 2020)  Source: Weimob Inc., Blue Lotus (as of Jul 13, 2020) 

 

  



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  7 

Financial Summary – China Youzan Limited  
Fiscal year ends 31-Dec 

Exhibit 4. Income statement 

(RMB mn) 2019A 2020E 2021E Company Description 

China Youzan is China's leading provider of online and offline e-
commerce solutions which also known as SaaS (Software as a Service) 
and various payment services for merchants. By end of 2019, Youzan 
has 82,343 paying merchants. In 2019, SaaS and extended services and 
transaction fees contributed 64% and 29% of total revenue respectively. 

 

Industry View 

We expect China’s decentralized online retail market to generate a GMV 
of RMB2.01tn in 2019, among which the C2C sector, to which Youzan 
provides software to, generated RMB644bn. We expect China’s 
decentralized online retail market to grow GMV to RMB7.56tn in 2025, 
among which the C2C sector to grow GMV to RMB582bn. 

 

Revenues 1,171  1,857  3,324  
Cost of revenues (563) (872) (1,607) 
Gross profit 608  985  1,717  
Gross margin 52% 53% 52% 
Investment and other income 19  29  60  
Other gains (40) (192) 8  
Selling Expenses (532) (833) (1,442) 
Administrative Expenses (237) (286) (415) 
Amortisation of intangible assets (193) (193) (193) 
Share based compensation (136) (91) (166) 
Other operating expenses (R&D) (341) (454) (676) 
Loss from operations, non-IFRS (502) (588) (817) 
Non-IFRS operating margin (42.9%) (31.7%) (24.6%) 
Loss before tax (1,012) (830) (1,076) 
Income tax credit 97  89  161  
Loss for the year, non-IFRS (779) (649) (749) 
Loss for the year, IFRS (726) (916) (741) 
Loss per share, IFRS (RMB) (0.04) (0.03) (0.03) 
Loss per share non-IFRS (RMB)  (0.03)  (0.05)  (0.04) 

Source: China Youzan, Blue Lotus (as of Jul 13, 2020) 

 

Exhibit 5. Balance sheet  Exhibit 6. Cash flow statement 

(RMB mn) 2019A 2020E 2021E  (RMB mn) 2019A 2020E 2021E 

Bank and cash balances 746 1,399 1,082  Loss before tax (1,012) (830) (1,076) 
Balance with central bank  4,532 3,532 2,532  Adjustments for:    
Prepayments, deposits and other 
receivables 

924 488 819  Amortisation of intangible assets 193 212 228 

Capitalised contract costs 119 16 28  Depreciation of PPE 17 30 52 
CURRENT ASSETS 6,337 5,451 4,478  Change in working capital    
PPE 61 95 151  Decrease/(increase) in inventories 0  -  -  
Long term deposits 17 17 17  (increase)/decrease in trade receivables (1) -  -  

Right-of-use assets 205 205 205  
Increase in prepayments, deposits and 
other receivables 

(512) 436  (331) 

Goodwill 1,963 2,263 2,263  Increase in capitalised contract costs (199) 103  (12) 

Intangible assets 1,632 1,729 1,518  
Decrease/(increase) in restricted bank 
balances 

426  -  -  

TOTAL ASSETS 10,498 10,043 8,915  Increase in balance with central bank (3,670) 1,000  1,000  
Accruals and other payables 384 594 1,095  Increase on settlement obligations 3,312  (1,000) (1,000) 

Other loan 201 201 201  
NET CASH USED IN OPERATING 
ACTIVITIES 

(616) 373  (192) 

Settlement obligations 5,070 4,070 3,070  Acquisition of subsidiaries -  (300) -  
Contract liabilities 407 623 1,080  Purchase of PPE (43) (64) (108) 
Lease liabilities 31 31 31  Addition of intangibles  (0.20)  (9)  (17) 

Deferred tax liabilities 261 261 261  
NET CASH USED IN INVESTING 
ACTIVITIES 

(52) (373) (125) 

Share capital 129 129 129  
NET CASH GENERATED FROM 
FINANCING ACTIVITIES 

954 653 0 

Reserves 3,530 3,622 2,485  
NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

315  653  (317) 

TOTAL EQUITY AND LIABLITIES 10,498 10,043 8,915  
CASH AND CASH EQUIVALENTS, 
BEGINNING OF YEAR 

431 746 1,399 

     
CASH AND CASH EQUIVALENTS, END 
OF YEAR 

746 1,399 1,082 

Source: China Youzan, Blue Lotus (as of Jul 13, 2020)  Source: China Youzan, Blue Lotus (as of Jul 13, 2020) 

 

 



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  8 

Contents 

Financial Summary – Weimob Inc. 6 

Financial Summary – China Youzan Limited 7 

E-commerce frontend is fragmenting 9 

Success of PDD has emboldened Douyin and Kuaishou 9 

Weimob and Youzan’s companion businesses don’t add value 11 

SaaS will undergo a different path in China 12 

No one has overwhelming position in enterprise software in China 12 

A main reason for low software spending is corporate longevity 12 

Chinese SaaS will incur longer losses before breaking even 13 

SaaS companies have enough cash to continue the competition 16 

How to survive the competition in China SaaS? 16 

Is Weixin the PC browser of the mobile era? 17 

How to avoid competing for ones customers? 18 

Weixin requires a landing page to serve e-commerce well 18 

Weimob and Youzan are Weixin-based E-commerce CRM 19 

Vertically, Weixin storefront is a subsegment of Weixin Commerce 21 

Grocery and takeout O2O also face dominant upstreams 24 

Decentralized e-commerce platform also wants to control ISV’s 25 

Horizontally, e-commerce software is a subsector of retail software 25 

Brand-performance-integrated advertising is a platform opportunity 29 

Weimob’s advertising revenue growth will slow down 29 

Pursuing brand performance integration will be Weixin’s vision 31 

Valuation and peer analysis 32 

Prepayment and minority interests drags on valuations 32 

 
 



 

 

 

 

 

Technology/Software | Not Rated Initiation 

See the last page of the report for important disclosures 

 
  

Blue Lotus Research Institute  9 

E-commerce frontend is fragmenting 
After Pinduoduo (PDD) galvanizes Weixin’s user base into an e-commerce one using pricing tools, 
short video apps like Douyin and Kuaishou are expected to further fragment the e-commerce 
frontend.  Both are expanding their e-commerce offerings in 2020.  While Taobao Live generated 
~80% of live broadcasting e-commerce GMV in 2019, we expect it to drop to 45-50% in 2020, with 
Douyin and Kuaishou filling the gap (Exhibit 16).  

Success of PDD has emboldened Douyin and Kuaishou 
The fragmentation of e-commerce traffic will lead to traffic platforms to vertically integrate into 
downstream storefront, maybe even deeper into order management and logistic management later. 
Weixin uses Weimob and Youzan as proxies to invite merchants to do business on Weixin. It also 
uses Weixin Mini Program (WMP) to coerce e-commerce platforms like JD.com, PDD, Meituan 
and Vipshop to provide a light version of their app in the Weixin environment. Both Douyin and 

Kuaishou have launched their own storefront products called Douyinshop (抖音小店) and Kwaishop 

(快手小店). Local news has reported on Douyin restricting visits to merchant stores using Taobao-
linked storefront. According to our data tracking, 3.6% of inception-to-date GMV’s generated out 
of Douyin were from its own Douyinshop (Exhibit 15).  Given Douyinshop was only officially 
launched in July 1, 2020, we expect Douyinshop to rise to 20% of its total GMV by the end of 2020. 
In fact, our tracking showed that in the month of June, Douyinshop’s GMV shares have already 
grown to 7.5%. Unlike Kuaishou, Douyin hasn’t allowed Weimob and Youzan into its e-commerce 
ecosystem (Exhibit 16).  

With both Douyin and Kuaishou offering their own storefronts, the question becomes whether they 
will stop or make the next step. The science and art of e-commerce used to be converting population 
consuming free goods to population making rational choices. Has this lost its validity? Further, will 
they do it themselves, or rely on third party partners? How deep will they penetrate to the e-
commerce heartland?  

Exhibit 15. Douyin storefront breakdown, inception to date  Exhibit 16. Major live broadcasting e-commerce platforms 

 
Source: Blue Lotus (as of Jul 13, 2020), Total GMV=RMB689bn from November 2019 to 
date. 

 Company Launch 
time 

Store front Major category GMV target          
(RMB bn) 

        2019 2020 

Taobao Live  2016 Taobao Apparel, 
cosmetics, jewelry 

200 400-
450 

JD Live 2016 JD Home elect., 3C Small Small  

Kuaishou 
Live 

2018 Kwaishop/Tao- 
bao/JD/Youzan/
Mockuai* 

Apparel, food, 
cosmetics 

40-
50** 

250 

Douyin Live 2019 Douyinshop/Tao-
bao/JD 

Apparel, food, 
cosmetics 

15** 150-
200 

Duoduo Live 
(PDD) 

2020 PDD Farmer produce, 
personal products 

Small Small 

Weixin Live 
(Tencent) 

2020 Youzan/Weimob - Small Small  

Source: Blue Lotus ((as of Jul 13, 2020)), *Mockuai is invested by Kuaishou; 
**Kuaishou and Douyin’s pre-recorded video e-commerce had RMB40 and 20bn GMV 
in 2019 

 

JD
33%

Kaola (Alibaba)
10%

Taobao
40%

Vipshop
11%

Suning
2.7%

Douyinshop
3.6%

Others
0.00%

Doing e-commerce has become 
easier with HTML5 providing a 
unified front end and express 
delivery forms a platform 
neutral infrastructure.  

E-commerce used to be a tricky 
art/science of converting 
general traffic into purchasing 
traffic. Few used to do it well. 
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Even Tencent has not been totally hands free.  Weixin has been actively promoting its own merchant 

toolboxes since as early as 2014, when it launched a storefront product called Weixin Minishop (微

信小店).  In June 15, 2020, Weixin upgraded Weixin Minishop into Weixin Groupshop (微信群小店), 
providing tools for Weixin Group owners to sell goods within their Weixin groups. Further, Weixin 
Groupshop provides a sourcing platform, of Tencent’s own, for group owners to source their goods.  

Exhibit 17 shows our forecast for online retail sectors and subsectors. We expect total online retail 
GMV to grow from RMB10.6tn in 2019 to RMB23.6tn in 2025. Within online retail, we expect the 
centralized, traditional online retail to decline from 81% of GMV in 2019 to 68% in 2025 while the 
decentralized, new breed of online retail to grow from 19% to 32%.  

Within the decentralized online retail, the C2C version, which is where Weimob and Youzan 
operate, was ~1/3 of the GMV in 2019. Within this version there are two editions: One is company 
self-built HTML5 stores and the other is storefronts built using Weimob and Youzan solutions. The 
analogy is similar custom developed and packaged software. The commonality is vendors only 
provides software to the merchants 

Such is not the case for the B2C and S2B2C versions. The B2C version, represented by Pinduoduo 
(PDD), sources frontend traffic in a decentralized fashion but matches the traffic with customer 
needs internally in a centralized fashion. Barring the differences in traffic sourcing, PDD and Tmall 
are actually similar. The S2B2C version, represents by Yunji (YJ) and Aikucun (AKC), provides a 
sourcing service to SME merchants, albeit doesn’t provide them with traffic. The fastest growing 
decentralized online retail segment is content-based, which we expect to grow from 14% in 2019 to 
24% within the decentralized online retail pie.  

Exhibit 17. Online retail sectors and subsectors  

(RMB bn) 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 

Online retail GMV 5,045  6,686  8,609  10,587  12,818  15,008  17,262  19,541  21,631  23,635  

Centralized  93% 91% 86% 81% 76% 74% 72% 70% 69% 68% 

 Alibaba  76% 75% 74% 75% 74% 74% 73% 72% 71% 70% 

JD.com  14% 15% 16% 17% 18% 18% 20% 21% 23% 24% 

Vipshop 1.4% 1.4% 1.5% 1.4% 1.3% 1.3% 1.2% 1.2% 1.2% 1.2% 

Others 8.2% 8.2% 8.1% 7.3% 6.7% 6.1% 5.6% 5.1% 4.6% 4.1% 

Decentralized 6.7% 9.3% 14% 19% 24% 26% 28% 30% 31% 32% 

C2C (SaaS) 95% 69% 45% 32% 21% 16% 12% 10% 8.7% 7.7% 

B2C (PDD) 0.0% 23% 39% 49% 58% 62% 63% 64% 64% 63% 

S2B2C (Multi-layer) 1.7% 2.9% 4.4% 5.1% 4.9% 5.0% 5.1% 5.1% 5.3% 5.5% 

Content-based 3.5% 5.4% 12% 14% 16% 17% 19% 20% 22% 24% 
 

Source: Blue Lotus (as of Jul 13, 2020) 

 

The rise of importance of the decentralized online retail reflects the maturing of e-commerce 
infrastructures, particularly the widespread use of express delivery services. As decentralized online 
retail gaining traction, traditional e-commerce leaders are also trying to modify their traffic source 
with more decentralized elements. JD.com’s Jingxi (京喜) tried also to leverage Weixin Mini 
Program (WMP) to broaden JD.com’s traffic source. Alibaba successfully grew AliPay into China’s 
2nd largest app by active users. However, because AliPay (payment) is a post-use app, it has limited 
ability in helping Alibaba’s e-commerce app to get new users. 

There have been many 
experiments going on in 
Tencent.    

The decentralized online retail 
players all source their traffic 
decentralized, but they differ on 
involvement in the physical 
aspect of e-commerce 
operation.    

C2C and SaaS do not help e-
commerce to improve 
conversion, therefore their 
value is limited.  
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We predict the C2C version of decentralized online retail to lose importance over time (Exhibit 17), 
mainly because it doesn’t help e-commerce to improve conversion.  

Weimob and Youzan’s companion businesses don’t add value 
Because light weight software doesn’t add a lot of value to e-commerce conversion, both Weimob 
and Youzan have have companion businesses. For Youzan it was its transaction platform for which 
Youzan charges a payment transaction fee. Youzan’s payment transaction revenue had a longer 
history than its SaaS revenue and in C1Q20 contributed 26% of total, but carried very low gross 
margin of only 4.9%. Similarly, Weimob’s advertising agency (targeted marketing) revenue 
contributed 64% of revenues in C2H19, with a gross margin of 42%. However, if we convert 
Weimob’s advertising gross margin into gross profit over gross billing, which we believe it more 
accurate measure of its true margin, Weimob’s gross margin over gross billing for advertising was 
only 5.9% in 2H19, on the ballpark with Youzan’s payment transaction business. Further, Weimob 
advertising agency’s working capital intensity is a meaningful negative. 

Exhibit 18. Weimob’s advertising business breakdown by half year  

(RMB mn) 1H17 2H17 1H18 2H18 1H19 2H19  2016 2017 2018 2019 

Advertising gross billing 295  638  966  1,526  1,797  3,484   174  933  2,493  5,281  

Gross method 43  164  101  282  329  344   3.4  206  384  673  

Net method 252  474  865  1,244  1,468  3,140   170  727  2,109  4,609  

Advertising revenue 90  182  177  341  438  492   13  271  518  930  

Gross  40  136  85  231  279  292   3.2  177  317  571  

Net 49  45  91  110  159  200   10  95  202  358  

Advertising gross profit 59  57  100  123  182  207   13  116  233  389  

Gross  10  12  20  10  38  5.4   2.9  21  30  43  

Net 49  45  91  112  144  202   10  94  203  346  

Adv. gross profit/gross billing 20% 8.9% 10% 8.1% 10% 5.9%  7.6% 12% 9.4% 7.4% 

Gross  23% 7.1% 19% 3.7% 11% 1.6%  85% 10% 7.8% 6.4% 

Net 19% 9.5% 11% 9.0% 10% 6.4%  6.0% 13% 10% 7.5% 
 

Source: Blue Lotus (as of Jul 13, 2020) 

 

As we can see from Exhibit 18, profit margin for advertising agency business tends to go down over 
time, which is to be expected. However, with Douyin and Kuaishou rolling out e-commerce 
products in 2020-21, they might be providing incentives and rebates to agencies. According to 
Weimob’s prospectus, rebates contributed to as high as 14% of Weimob’s advertising revenue (4% 
of gross billing) in 2H17, the early days of Weimob’s advertising agency business with Weixin. We 
can expect Weimob to receive maybe similar level of rebates from Douyin and Kuaishou in 2020-
21 as they ramp up video e-commerce to compete against Alibaba.   

In our view, advertising agency and payment transaction are integral parts of Weimob and Youzan’s 
service offerings to their clients. Together they provide value to SME clients but this value is still 
not very critical, in our opinion. Since all e-commerce platforms provide their own storefront 
management tools and many e-commerce ISV (independent software vendor) and ERP vendors 
provide similar functionalities, Weimob and Youzan must offer extra to win customers.  Even so, 
the annual churn rates of Weimob and Youzan were in the neighborhood of ~25%. 

  

Low margin and working 
capital intensive advertising 
agency business and low 
margin payment transaction 
revenue contributed to 64% 
and 26% of Weimob and 
Youzan revenues in 2019. 

SaaS is not the pain point of 
SME, neither is advertising and 
payment.  The churn rates of 
Weimob and Youzan are very 
high. 
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SaaS will undergo a different path in China 
SaaS in China comes off a very low base, which is a double-edged sword for its adoption. We 
believe the advent of mobile Internet, SaaS and challenging economic conditions will usher in a 
golden era for SaaS growth. But the competition, especially from upstream and downstream 
platforms, will also limit the headroom for small companies. We prefer SaaS companies who have 
already established a best-of-breed reputation in one area so that it doesn’t need to incur significant 
sales and marketing.  

No one has overwhelming position in enterprise software in China 
In 2019, according to Gartner, China spent 3.6% of its IT spending on enterprise software, below 
the global average of 12% and far below the US level of 16%. The good news is that from 2016 to 
2019, the contribution of enterprise software in China’s IT spending rose by 1ppt, from 2.6% to 
3.6%, from being tiny to being very small (Exhibit 19 and 20).  

We believe cloud computing will tremendously accelerate the pace of adoption for enterprise 
software in China. But the same restricting factors restricting software adoption in the past will also 
be restricting SaaS today. One thing is clear, which nobody holds a secure leading position in 
enterprise software in China. 

 
Exhibit 19. IT spending breakdown in China, 2019  Exhibit 20. IT spending breakdown worldwide, 2019 

 
Source: Gartner (as of Jul 13, 2020) 

 

 
Source: Gartner (as of Jul 13, 2020) 

 

A main reason for low software spending is corporate longevity 
There can be many reasons for why China underspends on enterprise software, or why Chinese 
companies lack of will to pay for software. We believe one of the reasons might be the transient 
nature of doing business in China. It is estimated that the average life expectancy of a business in 
China is only 6.4 years (Source: SAIC), about half of that in US (Source: USCB). 

More than half of Chinese companies are five years old or younger, comparing to 1/3 in the US. 82% 
are less than 10 years old, comparing to half in the US (Exhibit 21 and 22). This finding is despite 
the fact that China has sizable number of State-Owned-Enterprises (SOE) who are very long lived. 
Some data quoted average life expectancy of Chinese companies to be only 3.7 years.   

Data center
8.5%

Enterprise 
software

3.6%

Devices
34%

IT services
11%

Communication
43%

Data center
5.5%

Enterprise 
software

12%

Devices
18%

IT services
28%

Communication
37%

Economic transition will usher 
in a golden era for enterprise 
software.  

We believe a main reason for 
low enterprise software 
adoption is low corporate life 
expectancy.   
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Apparently, a company with only 4-6 years in life expectancy isn’t likely to go through the trouble 
to implement an enterprise software. Reason contributing to China’s low corporate life expectancy 
could be (1) rapid economic progression, (2) cut throat competition, (3) lack of IP protection and 
rule of law, (4) poorly developed management theory and practice, (5) frequent regulation change, 
etc., so on and so forth. It also contributes to Weimob and Youzan’s low ASP, low gross margin, 
high customer churn and high sales marketing cost.  

Exhibit 21. Chinese business life expectancy~6.4 years  Exhibit 22. US business life expectancy~11 years 

 

 
  

 

Source: SAIC, Blue Lotus (as of Jul 13, 2020)  Source: US Census Bureau, Business Dynamics Statistics, Blue Lotus (as of Jul 13, 
2020) 

 

Chinese SaaS will incur longer losses before breaking even 
Salesforce.com started having revenues in 2001, in which year it posted a loss margin of (618%). 
But it quickly narrowed the loss margin to (21%) in 2003 and broke even in 2004 (Exhibit 23). 
After 2004 Salesforce went in and out of profitability for a couple of times, each time expanding 
sales and marketing to enlarge its footprint. But whenever it shrank the marketing cost, it can easily 
return to profitability. During the time of profitability, top line growth did slowdown materially.  

Exhibit 23. Salesforce.com EBIT margin and marketing cost  Exhibit 24. Shopify EBIT margin and marketing cost   

 

 
  

 

Source: Yonyou, Blue Lotus (as of Jul 13, 2020)  Source: Salesforce, Blue Lotus (as of Jul 13, 2020) 
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Companies are not willing to 
pay for software, having high 
churn rate and requiring high 
sales marketing cost when their 
life expectancy is low.   

Salesforce.com achieved 
profitability in the fourth year 
after founding.  



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  14 

The profitability curve of Shopify also demonstrated the importance of sales marketing to 
profitability (Exhibit 24). Shopify’s gross margin took a nosedive in 2014 as it introduced the low 
margin payment business, sending its EBIT margin to (21%). But Shopify managed to narrow the 
losses by cutting sales marketing in 2015 and continued cutting it afterwards. By doing so Shopify 
is able to maintain its EBIT loss margin at <(10%). However, unlike Salesforce, Shopify’s top line 
growth did not show abrupt slowdowns after it cut sales marketing in 2014. We attribute this to 
Shopify’s sales marketing cost as percentage of SaaS revenue actually went up, even though as 
percentage of total revenue trended down.  It was the gross margin improvement of Shopify’s 
merchant solutions business provided the ammunition to sustain Shopify’s top line growth. 
Shopify’s merchant solutions business includes international payment, logistics and financing.  

Chinese e-commerce SaaS faces dominant upstream platforms 

Shopify’s fortune cannot be repeated in China, in our view. Both Weimob and Youzan have much 
lower EBIT margin to begin with. For Youzan, it was (85%) in 2019 and (39%) in C1Q20 (IFRS). 
For Weimob, although it broke even twice in 2017 and 2019 on an IFRS basis, it did so with 
contribution from advertising agency. In 2017, Weimob’s advertising agency revenue grew from 
7% to 51% and its IFRS EBIT loss/profit margin improved from (45%) to 0.5%. In 2019, Weimob’s 
advertising agency revenue rose to 65% of total.  

Further, on a non-IFRS basis, Weimob hasn’t broken even. Weimob’s 2019 P&L contained 
RMB94mn of other income and other gains, during which period its IFRS operating profit was only 
RMB38mn. Weimob’s other income primarily consists of government grants, VAT tax deduction 
and interest income. Its other gains mainly consist of fair valuation adjustments which were non-
cash in nature. After adjusting these gains, we estimate Weimob’s 2019 non-IFRS EBIT margin to 
be (3.1%). We estimate Weimob’s SaaS EBIT margin to be ~(25%) in 2019.  

Further, when comparing Weimob/Youzan to Shopify and Salesforce, investors need to bear in 
mind the following: 

● Payment is a lucrative business in US but not in China.  Shopify’s gross margin in its 
merchant solution business runs as high as 30-40%. This is not only because US dollar is an 
international currency for USD-settled merchants while RMB is not, but also because credit 
card collection is a high margin business in US but a low margin one in China, because all 
banks are stated owned. Both take rate and gross margin for online payment are low in China. 
The former is effectively set by China UnionPay, a consortium of Chinese state banks. The 
later needs to incur transaction fee to banks. As a result, Youzan’s payment transaction 
business has a take rate of ~0.5% and a gross margin <5% while Shopify’s gross margin is 
30-40%% for its merchant solution business; 

● Alibaba already provides numerous SME merchant service and micro loans: Alibaba not 
only provides these services in-house, it also fosters an ecosystem of 3rd party ISV’s to do it. 
In 2019, Ant Financial (AntFin) serviced 16.6mn merchants with loan origination exceeding 
RMB1.7tn (Source: Ant Financial); 

● E-commerce platforms are well developed in China while brands are well developed in 
the US:  In China we witnessed the overwhelming power of e-commerce platforms and the 
bake-in of near-transaction enterprise software functionalities into the e-commerce platforms, 
using GMV take rate as a means to monetize. In US, however, we witnessed the 

Shopify also demonstrated the 
kind of butterfly pattern 
between profit margin and 
sales marketing costs but its top 
line growth didn’t slowdown as 
a result of cutting back on 
marketing. 

Weimob’s advertising agency 
business singlehandedly 
changed its profit/loss profile.   

In China online payment 
margin and take rate are both 
very low comparing to the US.   
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overwhelming power of brands in conducting their own e-commerce operations. Shopify fills 
the gap for supporting SME merchants and with the arrival of social commerce, it further 
enjoys a dominant position globally, a privilege not available to Chinese companies. 

Weimob and Youzan’s Net Dollar Retentions (NDR) are among the lowest 

A reflection of Chinese SaaS companies’ dilemma is the measure of Net Dollar Retention (NDR), 
which measures SaaS companies’ ability to generate growth without acquiring new customers. The 
definition of NDR is Monthly Recurring Revenue (MRR) plus upgrades minus downgrades and 
minus churn, then divide by MRR. NDR measures SaaS companies’ ability to get paying customers 
to pay more over time. 

Why is NDR important? It is because the key selling point for SaaS is also its key weakness. 
Comparing to traditional packaged software, SaaS has low switching cost and no minimal scale. 
But low switching cost is a double-edged sword. It can persuade new users to try and existing users 
to switch in, but it also means the cost to switch out is also low. Traditional packaged software, on 
the other hand, has high switching cost. An NDR above one means the SaaS solution is generating 
value by appealing customers to stay and pay more. An NDR below one means the SaaS company 
must continue to acquire new customers to maintain growth. If so, it is likely it is not generating 
enough value. When customers are free to leave, they will likely leave before the SaaS company 
can recoup their Customer Acquisition Cost (CAC).  

Exhibit 25 shows the NDR of leading SaaS companies. Study has shown the average NDR for the 
sector at the time of the IPO was 1.06 but top performing SaaS companies tend to have NDR above 
1.20 (Source: Crunchbase). Weimob and Youzan, at NDR of 0.97 and 0.86, are among the worst 
NDR ratios globally. We calculate Weimob and Youan’s NDRs by subtracting from SaaS revenue 
the revenue generated from new customers.  

Exhibit 25. Net Dollar Retention (NDR) of major SaaS companies 

 

Source: Company data, Weimob, Youzan, Blue Lotus (as of Jul 13, 2020) 

 

Not only are Weimob and Youzan’s NDR very low, they also lack a clear trend of improvement. 
Weimob’s NDR has shown three interims of improvement but fell back in C2H19. Youzan’s NDR 
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SaaS is easy to gain customer 
but also easy to lose them. 
Traditional software is difficult 
to gain customer, but also 
difficult to lose them.   

Weimob (SaaS only) and 
Youzan have the lowest NDR in 
the industry.   
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has been consistently trending down. We note, however, that NDR can be manipulated by 
introducing low paying new users. 

Exhibit 26. Weimob Net Dollar Retention  Exhibit 27. Youzan Net Dollar Retention  

 

   

 

Source: Weimob, Blue Lotus (as of Jul 13, 2020)  Source: Youzan, Blue Lotus (as of Jul 13, 2020) 
 

Competitions are the reason behind the unclear NDR trend 

We believe competitions are the main reason behind Weimob and Youzan’s NDR performance. 
Competition comes from (1) traditional e-commerce package software companies, (2) ERP 

companies, (3) new breed of mobile SaaS solutions run on new PaaS platforms like DingTalk (钉

钉) and Weixin Work (企业微信), and (4) Multi-channel-network (MCN) and multi-level marketing 
companies that offer SaaS functions as free giveaways.  

SaaS companies have enough cash to continue the competition 
Of the 32 global SaaS companies we surveyed, 28 were loss making but only 14 were free cash 
flow negative. This underscores the nature of SaaS as an asset light sector with minimum capital 
expenditure requirements. Further, we found a significant portion of sales marketing costs are share 
based and thus non-cash in nature.  

Of the 14 companies that were free cash flow negative in 2019, most appear to have sufficient cash 
to burn (Exhibit 28). Weimob and Youzan’s net cash can support their operation for 4.6 and 9.2 
years of operation under the free cash flow of 2019, after Weimob’s convertible bond and Youzan’s 
placement of shares in 2020 were taken into account. However, we believe Weimob’s cash burn 
rate is underestimated because we foresee its advertising agency business to require more and more 
cash to support growth. We forecast Weimob to return to the capital market as early as 2021. 

How to survive the competition in China SaaS? 
If the logic of investing in SaaS is because they can slowly take over their respective sectors with 
little cash injection from the investors, we would prefer those names with clear industry No.1 market 
reputation so that they don’t need to compete for customers. Shopify is a good example, in our view. 

We also stress the point that the key value add to e-commerce operation is conversion. In the long 
run, merchant only cares about conversion because they are price takers in traffic cost and logistics 
cost. Measures can improve conversion include merchandise selection, sourcing, marketing and 
user experience. 
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We believe investors should be cautious on companies operating in fiercely competitive sectors 
because the competition for customers might raise annualized CAC above Annual Contract Value 
(ACV). 

Is Weixin the PC browser of the mobile era? 
One argument has been since Weixin has become the PC browser of the mobile era, companies 
joining the Weixin ecosystem can repeat the success Salesforce.com has achieved on PC browser 
in overtaking traditional enterprise software. This is half true. 

Weixin’s time spent market share of 19% of China’s mobile Internet is smaller than browser’s 
market share on PC, which was close to 50%. Further, while browser is a free-for-all tool that every 
e-commerce platform actively participates, Weixin is a commercial property of Tencent. None of 
the e-commerce platforms choose to base their operation mainly on Weixin.  Lastly, in the mobile 
era any super app can function similar to the PC browser. Douyin, AliPay and DingTalk all have 
the potential to be the “PC browser” of their respective usage scenarios.  

Exhibit 28. Cash burn of FCF negative SaaS companies, 2019  Exhibit 29. FCF yield of FCF positive SaaS companies, 2019 

 

   

 

Source: Company data, Blue Lotus (as of Jul 13, 2020)  Source: Company data, Blue Lotus (as of Jul 13, 2020) 
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E-commerce platforms choose 
to draw new users from Weixin, 
but none has built their 
business on Weixin.   



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  18 

How to avoid competing for ones customers?  
We identify five forces of competition for Weimob and Youzan: (1) Alibaba-based e-commerce 
software companies, (2) traditional ERP companies, (3) new breed of mobile SaaS companies based 
out of DingTalk and Weixin Work platforms, (4) e-commerce platform themselves, (5) new breed 
of sourcing, logistics, advertising and MCN companies that offer SaaS functions as free giveaways.   

Weixin requires a landing page to serve e-commerce well 
While Weixin is the most popular mobile app with close to 19% of all time spent on mobile in China 
(Source: Questmobile), its usefulness as an e-commerce platform is limited. Top e-commerce 
properties, new and old, tend to build their own app eyeing a comprehensive user experience and 
building robust connectivity with auxiliary modules in the physical world. Generally, the longer the 
process steps, the more offline elements vis a vis online, the less suitable Weixin is  for e-commerce 
purposes. According to Exhibit 17, we estimate the C2C segment of decentralized e-commerce 
sector, to be worth RMB642bn in 2019. We project it to decline to RMB582bn by 2025. Even 
though the GMV share of decentralized e-commerce will rise significantly over time, the growth 
will mainly come from B2C players like PDD and content-based players like Douyin and Kuaishou, 
in our view.  

In a B2C setting of decentralized e-commerce, a dedicated operator like PDD takes the risk of 
organizing merchandise supply to meet customer demands. In a S2B2C setting of decentralized e-
commerce, a dedicated operator like Yunji (YJ) and Aikucun (AKC) facilitate the task of organizing 
merchandise supply to a group of SME merchants to help them meet customer demands. The 
involvement is the lightest for the C2C setting, in which Weimob and Youzan only provide the SaaS 
tools, but either facilitating nor helping to facilitate. 

Exhibit 30. Key features of Weimob app  Exhibit 31. Key features of Youzan app 

Functions Details 

Platform supported WMP, Weixin Public Account, Weibo, Baidu MP, H5, app 

Storefront mgmt. Template, marketing (vouchers, group buying, countering, 
games, pictures) 

Merchandise mgmt. Merchandise classification, list import, commentary, detail, 
modification merge 

Order mgmt.. Filtering, search, marking, export, shipping, post-sale, refund 
  

Customer mgmt. Customer information, labelling, membership, loyalty, prepaid 

 

 

 

Financial mgmt. Revenue overview, P&L, statements 

 

Cost analysis 3PL, prepaid balance, royalty points, community group buying 
 

Data analytics Real-time key data, traffic, segmentation & transaction 
analysis, marketing & service evaluation, reports and 
downloads 

Logistics connect Delivery, intra-city, pickup  

Payment connect Weixin payment, overseas payment methods, offline payment 
 

   Functions Details 

Platform supported WMP, Weixin Public Account, Baidu MP, Kuaishou, AliPay 

Store mgmt. Template, navigation, hot words, marketing (vouchers, group 
buying, countering, games) 

Merchandise 
mgmt. 

Merchandise classification and grouping, discount, purchase 
rights, prepaying, quota, privilege, shelf time, membership 

Order mgmt. & 
logistics connect 

Intracity, multiple parcel, pickup, price change, time limits, 
conditional cancellation, conditional delivery 

Customer mgmt. Search, list import/export, labeling, tasking, privilege, 
profiling, grouping, recommendation 

Customer relations 
mgmt. 

Check in, prepay, coupons, conversion, buyer show, task 
mgmt., top up, loyalty points conversion 

Financial mgmt.. Revenue overview, cash balance, deposit, top up, 
withdrawal, transfer, itemized statement 

Customer service 
mgmt.. 

Scripting, reports, service mgmt, auto-reply, fast-reply, self-
help, survey, auto-order-matching 

Data analytics Real time data, merchandise, transaction analysis and 
customer analysis, RFM model, reports and downloads 

Operation analysis Personalized recommendation, heat map analysis, single 
SKU analysis, market insights, promotion analysis 

Payment connect Weixin payment, AliPay, bank card, installment, COD, 
prepay, collect pay 

 

Source: Blue Lotus (as of Jul 13, 2020)  Source: Blue Lotus (as of Jul 13, 2020) 

 

In terms of involvement in the 
e-commerce transaction, the 
B2C setting (PDD) is the 
heaviest, the C2C setting 
(SaaS) is the lightest. The 
S2B2C setting is in between. 
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Weimob and Youzan are Weixin-based E-commerce CRM  
Weimob and Youzan are Weixin-based frontend E-commerce CRM companies (Exhibit 30 and 
31). Besides Weixin, Weimob and Youzan also support Weibo, Baidu, Kaishou, Douyin and 
AliPay, but do not support Taobao, Tmall, PDD and Vipshop. Weimob and Youzan, in fact, 
competes against these e-commerce platforms. 

Weimob and Youzan’s products are the essentially features for these e-commerce platforms, 
especially platforms who do not get involved in direct sourcing and logistics. Taobao, for example, 

provides Qianniu (千牛) and Zhuli (淘宝助理) for storefront management and order management 

purposes, SYCM (生意参谋) for business analytics and numerous plug-ins for sales and marketing. 

PDD has an app called Pinduduo Merchant Edition (拼多多商家版) while JD.com and Vipshop use 
PC web-based SaaS (https://shop.jd.com and  https://vis.vip.com) for merchants to perform 
storefront, order management, marketing and business intelligence functions. 

Exhibit 30 and 31 compare the key features of Weimob and Youzan today. We can see the main 
features of the two products are similar: (1) storefront management, (2) order management (OMS), 
(3) merchandise/inventory management, (4) customer management, (5) financial management, (6) 
business analytics, and (7) sales and marketing. Compared to Weimob, Youzan offers more 
software features and data analytics. Both supports various levels of social marketing gadgets like 

checking in (打卡), group buy (团购), countering (砍价), tasking (任务), quota (限购) and privileges 

(会员) that are common in traditional email marketing like membership, loyalty points and prepay. 
Youzan seems to be offering more variety of these gadgets.  

Upon surveying the Taobao-based ISV’s, we found the above seven main features are presented in 
most e-commerce packages. But more sophisticated ones might include (1) warehouse management 
systems (WMS), (2) multi-channel OMS, (3) auxiliary modules connecting to supply chain 
management (SCM), logistics, payment and vendor financing. 

Social marketing gadgets vs. backend functionality is the key difference 

In our view, e-commerce CRM was in an awkward position. Its CRM portion competes against 
upstream e-commerce platforms. As aforementioned, major e-commerce platforms provide their 
own SaaS-based CRM functions for merchants. Even new e-commerce platforms like Kuaishou and 
Douyin started with their own storefront offerings, called Kwaishop 
(https://www.kwaixiaodian.com) and Douyinshop (https://fxg.jinritemai.com). Such situation is 
difficult to change because the e-commerce platforms sets the rules on how to do business on their 
platform and incur the cost of finding the buyer and sellers. 

For capabilities not provided by the e-commerce platform, the need to integrate with backend ERP 
modules in purchasing, warehousing, fulfilment, inventory and payment collection, as well as 
auxiliary modules in logistics and finance (loan making), did arise. To address these integrations 
we generally find two solutions: 

● Small but complete: E-commerce vertical packages based out of Taobao platform have long 
existed with a stripped-down version of ERP, mostly for small-medium merchants (SME) to 
use. Examples are cloud-based Jushuitan (聚水潭) and client-server-based WDT (旺店通), 
GreatOne (富润/巨益) and ShopEx (商派), to name a few. Most are transitioning to SaaS; 

 

Weimob and Youzan’s main 
features are e-commerce CRM 
features like store front, order 
and customer management, 
which all e-commerce 
platforms provide. 

Weimob and Youzan offers 
more social marketing gadgets. 

Social marketing offered 
Weimob and Youzan an 
opportunity to enter the e-
commerce software market 
previously dominated by 
Taobao ISV’s (Independent 
Software Vendor). 
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Exhibit 32. Key e-commerce software modules and vendors 
 

Platform Front end CRM Mid-end 
productivity 

Backend finance/logistics 

 
Platform Business 

analytics 
Store-front 
mgmt.. 

Merchan-
dise 
mgmt.. 

CRM Com- 

ment 
mgmt.. 

Mess-
aging/ 

custom 
service 

Order 
mgmt.. 

Distri-
butor 
mgmt.. 

Custo-
mer 
service  

WMS Account-
ing/pay-
ment 

Logistics 

Alibaba  

in house 

 Qianniu SYCM 

(生意参谋) 

 Zhuli  Zhuli Qianniu Qianniu Wang-
wang 

Qianniu - Qianniu Qianniu  Qianniu  Guoguo 
(菜鸟裹裹) 

Third party ISV             

Weimob  ● ● ● ●  ● ● ● ●  ● ● 

Youzan  ● ● ● ●  ● ● ● ●  ● ● 

Jushuitan  ●  ● ●   ● ●  ● ●  

GUANYI 
(Kingdee) 

 ● ● ● ●  ● ● ● ● ● ● ● 

DST 
(Yonyou) 

 ●  ● ●   ●  ● ● ● ● 

Aiyong  ●  ●  ● ● ●      

Baison  ●  ● ●   ● ●  ● ● ● 

Dado  

(达道) 

 ● ●       ●    

Diansan 

(点三) 

 ●  ● ●  ● ●   ● ● ● 

Doutwo 

(豆兔) 

      ●       

G-Wall  

(巨沃) 

       ●   ●   

GreatOne  ●  ● ●   ● ●  ● ● ● 

Guanjiapo 

(管家婆) 

 ●  ● ●   ● ●  ● ● ● 

Leyan 

(乐言) 

         ●    

Maijiayun 

(卖家云) 

   ● ●   ●   ● ●  

Qipeng 

(企朋) 

  ●  ●  ●       

Raycloud   ● ● ● ● ● ● ●  ●   ● 

Ruiyun 

(瑞云) 

     ● ● ●     ● 

ShopEx  ● ● ● ●  ● ● ● ● ● ● ● 

Shomop 

(夏猫) 

 ●   ●  ●  ●     

WDGJ 

(网店管家) 

 ●  ● ●  ● ●   ● ●  

Wanliniu   ●  ● ●   ● ●  ● ● ● 

Yunwang 
(云网) 

    ● ●    ●    

ZTO-CWST           ●   

ZXDM  

(智晓多谋) 

         ●    

 

Source: Blue Lotus (as of Jul 13, 2020)       Indicates an offering spanning two of the three software categories of frontend CRM, mid-end productivity and backend 
accounting/logistics. 
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● Big with an extension: Retail edition of general ERP packages with CRM extensions like 

Kingdee’s GUANYI (管易) and Yonyou’s DST (电商通), have existed for decades, mostly for 
large merchants. 

Exhibit 32 shows a survey of key e-commerce software features and their players.  We define 
solutions spanning three different categories to be a platform solution. The categories are front end 
CRM, mid-end productivity and backend accounting and logistics. We can see that competition has 
already taken Weimob and Youzan into providing platform solutions. However, besides key 
competitors of Jushuitan, GUANYI (Kingdee) and DST (Yonyou), there are also an array of Small 

and Complete Taobao ISV’s transitioning themselves to the crowd. Some, like Raycloud (光云), 

Aiyong (爱用) and Baison (百胜), have already listed on A-share (688365 CH, 836858 CH and 

832722 CH). Others, like Wanliniu (万里牛) and Maijiayun (卖家云), have received venture funding. 

Vertically, Weixin storefront is a subsegment of Weixin Commerce 
Weixin Commerce has drawn a lot of investor attention because of it presents an equal competition 
to Alibaba e-commerce. We define Weixin Commerce as e-commerce activities taking place on the 
Weixin platform. Before the arrival of content-based e-commerce, almost all decentralized e-
commerce market belongs to Weixin Commerce (Exhibit 17). But with short video/live platforms 
joining the foray, this will no longer be the case. The S2B2C version of Weixin Commerce should 
also survive into the video era.   

In our view, e-commerce activity can be divided into seven steps: (1) influence, (2) discovery, (3) 
selection, (4) checkout, (5) payment, (6) delivery and (7) post sales (Exhibit 33). Among these seven, 
Weixin has home court advantages in (1) and (2). But from (3) onward Weixin, as most social and 
media platforms, only has an assisting role. While Taobao and Tmall also started with (1) and (2), 
over the years it has built extensive moat in (3) to (7).  

Exhibit 33. Seven steps of e-commerce  Exhibit 34. Major live broadcasting e-commerce platforms 

 
Source: Blue Lotus (as of Jul 13, 2020) 

 Company Launch 
time 

Store front Major category GMV target          
(RMB bn) 

        2019 2020 

Taobao Live  2016 Taobao Apparel, 
cosmetics, jewelry 

200 400-
450 

JD Live 2016 JD Home elect., 3C Small Small  

Kuaishou 
Live 

2018 Kwaishop/Tao- 
bao/JD/Youzan/
Mockuai* 

Apparel, food, 
cosmetics 

40-
50** 

250 

Douyin Live 2019 Douyinshop/Tao-
bao/JD 

Apparel, food, 
cosmetics 

15** 150-
200 

Duoduo Live 
(PDD) 

2020 PDD Farmer produce, 
personal products 

Small Small 

Weixin Live 
(Tencent) 

2020 Youzan/Weimob - Small Small  

Source: Blue Lotus (as of Jul 13, 2020), *Mockuai is invested by Kuaishou; **Kuaishou 
and Douyin’s pre-recorded video e-commerce had RMB40 and 20bn GMV in 2019 

 

Pinduoduo (PDD) and JD.com (JD) use Weixin as a source for new users 

Influence

Discovery

Selection

Checkout

Payment

Delivery

Post Sales

We believe Weimob and 
Youzan will be adding backend 
features while traditional ERP, 
CRM and e-commerce ISV’s 
will add social and content 
marketing gadgets. 

PDD and JD.com want to 
convert Weixin users into their 
users. Weixin is one channel, 
albeit an important channel. 
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While the steps of influence and discovery might take place on Weixin, the heavy lifting of 
selection, checkout, payment, delivery and post-sales service steps happen in a dedicated app, which 
is why most e-commerce GMV’s are generated out of dedicated apps like Taobao, Tmall, JD.com 
(JD), Pinduoduo (PDD) and Vipshop (VIPS). In these apps the process of conversion, a lead turning 
into a purchase, take place. The carrying medium for this conversion is work-flow and interface 
design, but other kinds of medium also exist, for example, Weixin groups.  

Most of these dedicated e-commerce apps rely on Weixin traffic to draw new users, but still choose 
to operate their business activities in their own apps. This choice is not only due to the fear of 
sharing business secrets with Tencent, but also due to the complexity and versatility of the process 
involved, which directly impacts conversion. We can say that the life blood of e-commerce is 
conversion. Traffic, even internal ones, carries a cost.  

The clean and simple user interface of Weixin is not suitable for e-commerce conversion. The 
backend functionalities are even further alienated from the Weixin ecosystem.  

Yunji Inc. (YJ) and Aikucun (AKC) recruit new sellers to do business on Weixin 

Nasdaq-listed Yunji (YJ US) and private companies like Aikucun (爱库存), Beicang (贝仓) and 

Haoyiku (好衣库) provide a sourcing platform for Weixin-based SME merchants, connecting them 
with merchandise suppliers. These suppliers mostly supply off-seasonal inventories in apparel. The 
SME merchants often sell the sourced goods in Weixin groups, using a “face-to-face” selling in 
Weixin groups to convert. But they also use Weixin storefronts tools provided by YJ and AKC. To 
this end, YJ and AKC essentially provides a supply chain management (SCM) SaaS coupled with 
Weixin CRM functionalities.  

Multi-channel networks (MCN) use Weixin as a media  

At this point, Douyin and Kuaishou’s approaches to e-commerce differ on whether to stay at the 
influence and discovery steps, or go all the way to the remaining five steps of e-commerce. Initially, 
Douyin has been largely confined to the former while Kuaishou has made significant inroad into 
the later. Now, both are testing water to go deeper.  

Weixin is a social network but also a social media. With media comes influence. Started as a 
messaging platform, Weixin uses HTML 5 to turn itself into a browser of the mobile era. Both 
software and media capabilities can then be realized in the Weixin environment. Douyin and 
Kuaishou will soon follow suite. 

Nasdaq-listed Ruhnn Holdings (RUHN US) is a pioneer of Taobao-based MCN, which is quickly 

being caught up by new MCN’s, like Li Jiaqi (李佳琦), VIYA (薇亚) and SIMBA (辛巴), on short-
video-based e-commerce platforms like Taobao Live, Douyin and Kuaishou.  After experiencing 
the assault on its upstream traffic by Weixin, Alibaba is now experiencing renewed assault on its 
upstream traffic by Douyin, Kuaishou and Weixin Video Account. This time, Alibaba is better 
prepared with Taobao Live still occupying 47% of the video e-commerce market in 2019. But 
Douyin and Kuaishou already captured 19% and 8% in 2019 and have targeted to reach 42%, 
collectively, by 2020 (Source: iMedia). Weixin Video Account is also catching up, with its user 
base exceeded 200mn recently (Source: Tencent). 

Exhibit 34 gives a brief overview of major video e-commerce platforms. Our tracking shows Taobao 
and JD.com storefronts were most of Douyin’s GMV was achieved but Douyin’s own Douyinshop 
storefront has captured 3.6% GMV share since its official launch on July 1, 2020.  

Weixin is not suitable as an e-
commerce landing page, let 
alone its lacking of backend 
functionalities. 

YJ, Aikucun, Beicang and 
Haoyiku serve merchants who 
sell in Weixin groups. But they 
also offer storefront 
management tools. 

Ruhnn is an MCN based in the 
text-and-graphic era. New 
MCN based in the video era is 
coming. 
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Multi-channel both in front and backend will be a catalyst for consolidation 

The fragmentation of frontend traffic offers e-commerce software a great opportunity to step out of 
its previous awkward position. Multi-channel support in both front and backend now become a 
raison d'être for e-commerce software. We believe it will also serve as a catalyst for consolidation. 

Today, merchants of meaningful size treat Weixin/Douyin/Kuaishou and dedicated e-commerce 
apps as their channels. Many operate multiple storefronts on different and even the same e-
commerce apps to gain an advantage. Some operate offline stores and overseas stores. All these 
point to their need to synchronize  inventory, purchasing, supply chain, warehousing and logistic in 
one app. SaaS solutions that offer these capabilities will be able to remove themselves from 
commodity-style competition and gain pricing power.  

Within the backend functions, express delivery has digitalized the transportation aspect of logistics. 
Warehouse management is at the cutting edge for digital transformation. The IOT/5G revolution 
will further enable synchronization of backend data flow and enable C2M business models to thrive. 
For Weimob and Youzan, however, it also represents a new class of potential competitors. ZTO, 
for example, set up its WMS subsidiary and launched its own live broadcasting show to sell 
merchandises directly from its warehouses.  

Warehouse-on-cloud helps SME merchants in social/content e-commerce 

Social and content e-commerce brings new merchants to the e-commerce game. Our e-commerce 
analyst, Shawn Yang, estimated that close to 1/3 of social and content e-commerce merchants were 
new while 2/3 existed in traditional e-commerce before. We believe that new or old, a shift in front 
end traffic makes impact on the backend as well, and along the process of change, software that 
supports business will also change.  

One impact of the front end onto the backend is logistics. Logistics has two aspects: transportation 
and warehousing.  Express delivery, a generic small parcel network, has already benefited from the 
proliferation of small and new merchants on-line. Warehousing naturally also needs to adjust itself 
to the multi-layered and versatile demand from social and content commerce.  

A warehouse-on-cloud (云仓) allows the merchants to visualize its inventory and facilitate multiple 
layers and multiple channels of distribution relationships without duplication in stocking and 
restocking. As the party closest to the e-commerce flow of goods, express delivery companies are 
the first batch of companies to experiment with warehouse-on-cloud. Early attempts focused on 
building physical warehouses but was proven unsuccessful. After the advent of PDD, social and 
content e-commerce, however, new demand for warehouse-on-cloud emerged, focusing on software 
and IOT labelling.  

S.F. Express (SFE) funded 50YC (物联云仓 ) in 2017. ZTO launched its warehouse-in-cloud 
subsidiary, ZTO Cloud Warehouse (ZTO CWST) in 2018. YTO, YUNDA, BEST and STO also 
launched their warehouse-in-cloud subsidiaries in 2018, 2017, 2013 and 2014, respectively. These 
endeavors enabled the new merchants to quickly close the gap with the old merchants, quicken the 
pace of adoption for new e-commerce platforms. Along the way, express delivery companies also 
become a player in the e-commerce game.  

Taobao ISV: capable competitor or acquisition targets?  

Front and backend channel 
fragmentations are both 
opportunity and threat for 
Weimob and Youzan.  New 
classes of competitors emerged 
from nowhere. 

Merchants, new and old, will 
seek software systems to help 
them do business.  

Warehouse-on-cloud’s help on 
large merchant is small but on 
small merchant is big. PDD, 
social and content e-commerce 
ushered in new demand for 
WMS and IOT.    
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Before the arrival of Weimob and Youzan, Taobao/Tmall already had a comprehensive and active 
ISV community (Exhibit 32). In 2013, Taobao announced it had more than 200K ISV’s on its 
platform (Source: Taobao). Our coverage of Baozun found at the low end of e-commerce hosting, 
a service provider (SP) usually doubled as a software vendor. Alibaba itself has been involved in e-
commerce software in as early as 2007, when it launched a PC merchant messaging product called 

Taobao Wang-Wang (淘宝旺旺). The iOS version of Wang-Wang was launched in 2011 and was 

later merged into a comprehensive merchant toolbox suite called Qianniu (千牛).  

In our view, the existence of Taobao ISV precluded Weimob and Youzan from participating in the 
Alibaba ecosystem. The reverse is not true. Multi-channel support has become a common feature 
of many Taobao ISV’s. The question thus become whether the 1/3 new merchants will adopt multi-
channel ISV solutions, or will the 2/3 old merchants migrate to Weixin-based tools? We believe the 
merchants, old and new, will experience a shakeout after the platform subsidy war is over. The 
survived ones will seek more sophisticated tools offering multi-channel support.  

Grocery and takeout O2O also face dominant upstreams 
For a very long time, restaurant ERP is a neglected space. TCSL (天财商龙) was founded in 1998 

and received investments from Dianping and SZVC (深创投). 2006-07 saw 2DFire (二维火), Yazuo 

(雅座) and Passiontec (屏芯) getting funded. Two developments stimulate the sector in 2010-12. One 
is the founding of Meituan and its later venturing into the takeout business, eventually merging with 
Dianping to form Meituan Dianping. Another is the advent of mobile Internet and Weixin which 

put an accessible handheld device, hence client interface, into everyone’s hand. Keruyun (客如云) 

was founded on the former and MWEE (美味不用等) was founded on the later. In the end, Keruyun 
and Passiontec were acquired by Alibaba and Meituan, respectively. Alibaba also invested in 2D 
Fire, Yazuo and MWEE but in February 2020, Weimob acquired the majority stake of Yazuo 
valuing the company at only RMB178mn. In April 2020, Weimob led the investment into Weixin-

based restaurant CRM company SYOO (商有). 

The e-commerce Tencent vs. the advertising Tencent vs. the other Tencent 

How does Tencent plan to monetize Weixin Commerce? We believe that after Tencent sold Paipai 
and Yixun to JD.com in 2014, Tencent has relegated its role in e-commerce from direct competition 
to providing “water and electricity” to the sector. By “water and electricity” we mean first 
advertising, but it also includes Tencent Cloud (IaaS), TenPay/WeBank and Paas/SaaS. In our 
view, unless Tencent changes its strategy towards logistics, its overall approach to e-commerce 
will remain light, which means remaining confined to “water and electricity”. 

We believe that in the foreseeable future, Tencent’s main partner in its overall approach to e-
commerce are the integrated e-commerce operators like JD.com, Meituan and PDD. Then why does 
Tencent invest in Weixin Commerce? We believe it is for three reasons: 

● To nurture, label and segment the Weixin user base: With labelling and segmenting come 
with better user insights, and therefore better advertising value; 

● To strike a balance against integrated operators: In online games Tencent learned the 
tremendous power of owning both the channel and the content.  While Tencent would 
certainly love to repeat such success in any fields it competes, achieving so in e-commerce 

Both Alibaba and Tencent use 
open platform to foster an 
active ISV community, but 
periodically round up basic 
functionalities into its own 
toolbox.  

 In the O2O space, Meituan 
and Eleme/Alibaba have 
stepped in to acquire leading 
software vendors. 

E-commerce companies spent 
huge sum on Tencent for 
drawing users. 
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would certainly be more difficult due to the extensive offline work involved. But it should 
stop Tencent from trying;  

● To develop other suitable business as future growth drivers: Cloud and payment/banking 
are two fields that do not involve significant offline legwork, are scalable and synergetic to 
Tencent’s other businesses. Imaging a competitor to Amazon Web Service (AWS), who has 
presence in every user’s desktop, that is Microsoft. The analogy is Tencent. Tencent’s edge 
in competing in cloud computing is its ownership of “desktop”, from client to browser.  

We disagree the view that Tencent wants to compete in Weixin Commerce to try to “get” Alibaba. 
We believe a more accurate description is Tencent wants to make the best use of its strength and 
defeat Alibaba along the way. This means the relationship between Tencent and Weimob/Youzan 
will be arms-length business partners.  Tencent will be open to all parties that can help to develop 
the Weixin ecosystem.   

Decentralized e-commerce platform also wants to control ISV’s 
As Exhibit 17 shows, we estimate the split between traditional, centralized e-commerce and new, 
decentralized e-commerce was 5 to 1 in 2019. We expect it to become 3 to 2 by 2025. 

Centralized e-commerce platforms have their own storefront SaaS offerings. It is what they do. But 
decentralized e-commerce platforms tend to have opportunities for 3rd party ISV’s because their 
official toolboxes usually do not carry the weight of a platform’s mandate like the centralized 
platforms do. Yet because of this, the entry barrier for decentralized e-commerce SaaS will also be 
lower. Furthermore, decentralized e-commerce platforms do not exclude the participation of 
centralized e-commerce platform’s storefronts. As Exhibit 34 shows, centralized Taobao, JD and 
PDD storefronts activity participates the ecosystem of Douyin, Kuaishou and Bilibili. Tmall and JD 
were two of the largest contributing storefronts to Douyin’s GMV (Exhibit 15). Weixin also 
welcomes the WMP of JD, PDD and Vipshop. 

In our view, the difference of centralized vs. decentralized e-commerce platform is the degree of 
vertical integration. Decentralized e-commerce platforms are media platforms pondering whether 
to vertically extend into the downstream e-commerce and O2O markets. The choices are three: (1) 
vertically integrate, which means to incur the cost but capture the revenue, (2) not vertically 
integrate and sell advertising, and (3) not vertically integrate but fragment and segment the 
downstream. Option (3) is more like a “soft” vertical integration.  

This means decentralized e-commerce platforms are unlikely to leave 3rd party ISV’s on their 
platform completely independent. If they do, they would choose Option (1). 

Horizontally, e-commerce software is a subsector of retail 
software 
Today many e-commerce software’s multi-channel support includes offline stores. Further, with 

Alibaba’s O2O e-commerce experimentation with Sun Art (6808 HK) and HEMA (盒马鲜生), the 
boundary between offline store and offline warehouse/fulfilment centre is increasingly blurred. E-
commerce software becomes part of the definition of a broader retail software. 

The retail vertical in China’s ERP/CRM vendors has two main players 

E-commerce is a key piece of 
Tencent’s cloud strategy. 

Decentralized e-commerce 
platforms do not reject the 
participation of centralized e-
commerce platform toolboxes.  

Decentralized e-commerce 
platforms are media and social 
platforms exploring the ways to 
better monetize their traffic in 
the long run. 

The most important module of 
an e-commerce software is its 
multi-channel module.  
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According to China Software Industry Association (CSIA), China’s ERP/CRM industry had a 2019 
revenue of ~RMB25bn, a small portion of China’s software industry, which was RMB6tn, most of 
which were custom developed software. There are no dedicated CRM companies in China. Within 
ERP/CRM, retail/wholesale distribution is the 2nd largest vertical with 17% share (Exhibit 36). 

Yonyou (用友), Langchao (浪潮) and Kingdee (金蝶) were the top three ERP/CRM vendors in China 
in 2018 (Exhibit 35). Since Laochao mostly does custom developed software for large state-owned 
enterprises (SOE), the main players in China’s ERP/CRM market are Yonyou and Kingdee. In 2019, 
SaaS contributed to 23% and 40% of revenues of Yonyou and Kingdee, according to their filings.  

Exhibit 35. Revenue market share of ERP/CRM in China, 2018  
Exhibit 36. Vertical revenue share of ERP/CRM in China, 
2018 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 

 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 

 
In 2019, we estimate the global enterprise software market to be worth US$281.5bn, of which ERP 

and CRM markets to be worth US$39.4bn and US$40.2 bn, respectively. China’s ERP/CRM market 
was 4% of the global market, roughly 1/3 of China’s share of the global GDP.  

China’s CRM/ERP is severely underdeveloped because of e-commerce 

There are many reasons why China’s CRM/ERP industry, particularly the CRM industry, has been 
severely underdeveloped. But in our view, one of the main reasons is e-commerce. To a great extent, 
e-commerce software is the substitute for CRM on the e-commerce platform. E-commerce 
platforms provides software for its merchants to use for free but instead monetize such effort 
through transaction (Tmall) and advertising (Taobao).  

Following the advent of Weixin Commerce and various ways of conduct e-commerce using Weixin, 
CRM also has a new life. But the practice of e-commerce and O2O platforms providing their own 
free software for merchants to use remained. The difference is only that Alibaba directly benefits 
from its software offering through GMV take rates while Tencent has so far not benefited directly 
but will likely benefit in the future through targeted advertising.  

To differentiate their offerings from the platform provisions, third party ISV’s must go to the other 
end, as far as possible, to provide backend ERP features.  

The biggest incentives for implementing ERP are compliance and audit, which are unnecessary for 
two components of China’s economy: the SOE’s and SME’s. Neither SOE nor SME want to share 
their compliance and audit record for public scrutiny. As a result, ERP implementation in China has 
been slow.  
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CRM has a new life with 
Weixin Commerce but the 
practice of platforms providing 
own software for free 
remained. 
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SaaS successfully lower and adoption barrier for ERP in particular and enterprise software in 
general. With the maturing of capital markets in China, enterprise software saw renewed interest in 
recently years, as shown in the top line growth rate of Yonyou and Kingdee (Exhibit 37 and 38), 
before the impact COVID-19 hit. With China saying goodbye to its previous modus operandi of 
low-quality export driven growth, more and more independent companies see the need to plan, 
execute and monitor their complete business online. But the advent of mobile Internet and HTML5 
also introduced new players to the game.  

Exhibit 37. Revenue growth rate, Yonyou  Exhibit 38. Revenue growth rate, Kingdee 

 

 
  

 

Source: Yonyou, Blue Lotus (as of Jul 13, 2020)  Source: Kingdee, Blue Lotus (as of Jul 13, 2020) 

 

DingTalk introduced a new breed of enterprise software 

Comparing to ERP, China’s CRM market has been slow in the making, allowing ERP vendors to 
integrate CRM modules into a packaged offering. Yonyou acquired TurboCRM, then China’s 
largest CRM vendor, in 2008. Kingdee rolled out its CRM product Teems CRM in 2002 but in 2018, 

Kingdee invested in Fxiaoke (分享销客), China’s leading CRM vendor, to become its largest 
shareholder after Fxiaoke lost a critical marketing battel to DingTalk.  

The advent of mobile Internet changed the dynamics of CRM greatly. For the first time Internet 
coverage has spread to each employee with easy and structured data entry and communication 
abilities. Alibaba’s DingTalk is a collaborative work platform. But with module configuration and 
3rd party marketplace it can provide modules for a CRM.  DingTalk becomes a PaaS platform with 
messaging, forms and user access rights as its foundations. DingTalk thus, from nowhere, became 
a competitor to the largest CRM vendor in China.  

In C1Q20, Alibaba announced its peak DAU of DingTalk reached 155mn. In C2Q19, DingTalk 
announced its developers exceeded 200K and number of 3rd party apps exceeded 300K. We 
understand these developers include client-side personnel for customized development projects.  

Major CRM apps on DingTalk platform include Xbangbang (销帮帮), H3YUN (氚云), iTrigger (企

加云) and JZSoft (金智). Alibaba invested in H3YUN and iTrigger.  

Tencent launched Weixin Work (企业微信) in 2016. By C4Q19, Weixin Work announced that more 
than 21K developers have joined Weixin Work open platform. Major Weixin Work CRM apps 

include Xiaoshouyi (销售易), SCRM (六度人和), Weaver (泛微, 603039 CH), Do1 (道一云), and 
Fxiaoke. Tencent invested in Do1, Xiaoshouyi and SCRM.  
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Private enterprise owners have 
an interest to enhance 
efficiency, but not an interest to 
show it to public. They prefer 
custom developed CRM/ERP 
instead. 

Mobile messaging changes the 
dynamics of CRM completely. 
Alibaba DingTalk and Tencent 
Enterprise Weixin have become 
competitor to enterprise 
software vendors.  

Tencent has invested more 
widely into CRM SaaS than 
Alibaba.  
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Sandwiched between Yonyou/Kingdee and DingTalk/Weixin Work 

According to Alibaba’s C1Q20 disclosure, DingTalk is still operating at a loss. For FY20 ending 
March, Alibaba’s Innovation Initiative segment posted a EBITA loss of RMB(8.8)bn, 48% higher 
than FY19, mainly because of DingTalk. DingTalk is largely unmonetized at the moment.  

Exhibit 39 and 40 show the breakdown of global enterprise software market by framework and by 
functionality. What will cloud computing change this landscape? In the developed markets, while 
Amazon AWS and Microsoft Azure are both mammoth companies, there exists an array of 
enterprise software companies, like Oracle, SAP and Salesforce, that are equally powerful. In China, 
however, DingTalk/Weixin Work/Yonyou/Kingdee face much weaker opponents.  

Exhibit 39. Global enterprise software market by framework  Exhibit 40. Global enterprise software market by functions 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 

 

 
Source: Blue Lotus, CSIA (as of Jul 13, 2020) 

 

PaaS platforms like DingTalk and Weixin Work will be able to monetize SaaS products on their 
platforms through subscription revenue sharing or customer acquisition cost levied against SaaS 
products, or it may sell business information gathered at hosting to service providers for a lead 
generation fee. SaaS products that refuse to enlist on DingTalk and Weixin Work will have to pay 
for their own CAC, which means only the well capitalized companies can afford to strike on their 
own, until their cash runs out.  
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Brand-performance-integrated advertising is a 

platform opportunity  
At the age of e-commerce front-end fragmentation, mobile Internet and content commerce, many 
new players are elbowing into the e-commerce software space to compete. So we don’t take 
Weimob’s entry into advertising as a negative. In fact, we believe a major milestone of Weixin’s 
evolution as an e-commerce platform is what so called Brand-Performance-Integrated-Advertising 
(BPIA), meaning brand advertising and pay-for-performance (P4P) advertising taking place over 
the same platform so data can flow seamlessly to capture the transaction opportunity. Alibaba tried 
to achieve BPIA to win more advertisers’ budget. But if Weixin can successfully turn itself into an 
e-commerce platform, it will be much bigger in scale. We, however, argue that this will largely be 
a Tencent opportunity. Weimob’s Weixin-based revenue may soon slow down. Its entry into the 
content commerce advertising market will temporarily spur its growth but in the long run the ceiling 
and profit margin for an advertising agency are both grim, in our view.  

Weimob’s advertising revenue growth will slow down 
Weimob’s market share in Weixin Moments advertising is already high. In 2019 we estimate 
Weixin Moments advertising to be worth RMB18.1bn, or 27% of Tencent’s total advertising 
revenues. Weimob’s gross billing of RMB5.3bn would translate to 29% market share, up from 19% 
in 2018 and 12% in 2017. In 2020, we expect Weixin Moments advertising to grow 36% YoY. By 
2025 we expect Weixin Moments advertising to be worth RMB70bn (Exhibit 41). 

Weimob’s advertising revenue growth was primarily driven by Weixin Moments growth, which 
were triple digits in 2016-17. Such growth is already behind us. Future growth for Weimob in 
Weixin Moments can be achieved through the increasing of advertisings under the gross method, 
which means advertising with performance commitments. Gross method as percentage of 
Weimob’s total gross billing rose from 2% in 2016 to 22% in 2017, but then trending down to 13% 
in 2019, because gross method advertising soaks up working capital. We expect contribution from 
gross method to trend up again to 19% by 2025. Gross method carries a take rate of 85-90% which 
gave Weimob a blended take rate of >40% after blending with net method advertising. But when 
cost of revenue is taken into account, gross and net methods have no fundamental differences at the 
gross profit level.  

Gross method advertising has business and margin risk 

For gross method advertising, Weimob needs to purchase traffic from Weixin to satisfy the 
performance targets of its gross method clients. This cost is the cost of revenue. The economic 
compensation for such arbitrage cannot be very high. In fact, the gross margin of Weimob’s gross 
method advertising only started high in 2016 and quickly fell down to single digits. We believe the 
high gross margin in 2016 was a result of a barter transaction between Tencent’s advertising 
inventory and the investment stake Tencent took on the Weimob’s company. Weimob then sold off 
this inventory without a matching cost. After the free inventory expired, gross margin of Weimob’s 
gross method advertising quickly fell to normal. 

We believe that regardless of gross or net methods, the right margin measurement of Weimob’s 
advertising agency business is gross profit over gross billing. This ratio was 7.6% in 2019 and was 

With Douyin and Kuaishou 
getting into e-commerce, 
advertising opportunity is look 
up.  

Typical advertising agency only 
has an 8-10% take rate. 
Weimob can achieve >40% 
because it buys up the 
inventory.  

Gross profit over gross billing 
is the right measure for money 
making ability of Weimob’s 
advertising.   



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  30 

in line with industry average for advertising agencies (Exhibit 41).  This ratio has been declining 
for two consecutive years, highlighting the natural economic return of this business.  

Video e-commerce might sustain Weimob’s near term growth 

Facing the saturation on the Weixin Moments platform, Weimob might be seeking alternative media 
platforms both inside and outside of Tencent. Within Tencent we believe Video Account might be 
its next growth driver but at this point Tencent Video Account is still at early stage. Monetization 
won’t start until 2021, in our view. Outside Tencent we expect Weimob to explore the Bytedance 
platform. In other words, we believe Weimob’s advertising agency business has momentum to carry 
on for the next 1-2 years. But such growth will entail ever large working capital requirements so 
from a free cash flow perspective we don’t think it is worthwhile. 

Exhibit 41. Weimob advertising business breakdown 

(RMB mn) 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 

Weixin Moments advertising 3,437  8,062  13,201  18,083  24,612  33,226  42,529  52,056  61,384  70,184  

Weimob market share 5.1% 11.6% 18.9% 29.2% 35.0% 32.5% 30.0% 27.5% 25.0% 22.5% 

Weimob gross billing 174  933  2,493  5,281  8,614  10,798  12,759  14,315  15,346  15,791  

Direct 3.4  206  384  673  1,183  1,591  2,008  2,396  2,722  2,959  

Channel 170  727  2,109  4,609  7,431  9,207  10,751  11,920  12,624  12,833  

Weimob revenue 13  271  518  930  1,565  2,023  2,462  2,844  3,137  3,320  

Weimob take rate 7.8% 29% 21% 18% 18% 19% 19% 20% 20% 21% 

Direct 94.3% 85.6% 82.5% 85.0% 85.0% 85.0% 85.0% 85.0% 85.0% 85.0% 

Channel 6.0% 13.0% 9.6% 7.8% 7.5% 7.3% 7.0% 6.8% 6.5% 6.3% 

Weimob gross margin 97.6% 42.6% 44.5% 43.4% 40.5% 37.8% 35.2% 32.7% 30.4% 28.1% 

Direct 90.6% 12.1% 9.5% 8.3% 7.8% 7.3% 6.8% 6.3% 5.8% 5.3% 

Channel 99.8% 99.5% 99.5% 99.5% 99.5% 99.5% 99.5% 99.5% 99.5% 99.5% 

Weimob gross profit/gross 
billing 

7.6% 12.4% 9.2% 7.6% 7.4% 7.1% 6.8% 6.5% 6.2% 5.9% 

Direct 85.4% 10.3% 7.8% 7.0% 6.6% 6.2% 5.7% 5.3% 4.9% 4.5% 

Channel 6.0% 13.0% 9.5% 7.7% 7.5% 7.2% 7.0% 6.7% 6.5% 6.2% 
 

Source: Weimob Inc., Blue Lotus (as of Jul 13, 2020) 

 
Exhibit 42. Daily gross billing of Weixin Moments 
advertising agencies, 2020 

 
Exhibit 43. Daily gross billing of Weixin Moments advertising 
agencies, 2017 

 
Source: Blue Lotus, Industry check (as of Jul 13, 2020) 

 

 
Source: Blue Lotus, Weimob (as of Jul 13, 2020) 
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The transient nature of advertising agency cannot warrant a high multiple 

Exhibit 42 and 43 shows the league table of Weixin Moments advertising agencies in 2020 and 

2017. Weimob continued to take a leading position but has been taken over by Cloudray (北京云锐) 
in daily gross billings. Further, the league table has completely changed over the course the three 
years, highlighting the transient nature of this business. Weimob, with its working capital advantage, 
still enjoys an advantage. But capital reliance of this industry is known to drive low investment 
returns in the long run.  

Pursuing brand performance integration will be Weixin’s vision 
As aforementioned, we don’t take Weimob’s advertising revenue negatively. In our view, the 
difference of centralized and decentralized e-commerce is who takes up the tasks of conversion 
from general users to e-commerce users. The life blood of e-commerce is its ability to convert 
general traffic to purchasing traffic. Weixin, Douyin and Kuaishou eventually need to decide who 
would perform this conversion step. 

When the answer is unclear, what Weixin has taught the entire industry is the virtue of postponing 
the answer. Weixin’s strategy is to prolong the life of Weixin, perfect its toolbox, enhance Weixin’s 
capabilities and let 3rd party to work out the wonders.  As time passing by, the decision of who 
expands with more and more candidates.  

One advantage of hosting conversion on the Weixin platform, instead of directing the traffic to 
dedicated e-commerce apps, is Tencent’s ability to combine brand with performance advertising. 
Alibaba pitched brand-performance-integrated-advertising in 2018 after it acquired media 
businesses like Weibo and Youku. It argued that it was able to observe the same customers at the 
backend across multiple platforms from front end traffic to final stage payment. This yields 
tremendous insight and intelligence that can help brands formulate and execute their marketing 
strategies. This might be also on Tencent’s mind but as always Tencent usually bet on more than 
one horses. 

We believe to this end Tencent will persistently invest in areas that can bring e-commerce 
conversion into Weixin. This will, however, put Tencent at odds with dedicated e-commerce apps. 
At current stage we are not optimistic on Tencent pulling this off. Even it does, we doubt Weimob 
will benefit if we take Alibaba as a reference.  Alibaba has largely internalized its big data marketing 
knowhow into Alimama.  

 
 

 

 

 

 

 

 

 

One business risk is Bytedance 
ad Kuaishou may prefer to 
nurture their own advertising 
agency partners.  

One never know what to choose 
until one sees the choices.  

Unless Weimob can fix its 
working capital issue, we don’t 
see Tencent’s vision on e-
commerce as very relevant to 
Weimob.  
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Valuation and peer analysis  
Weimob and Youzan have respective problems in reaching high valuations, in our view. For 
Weimob it is its working capital issue. Advertising agency business requires ever-increasing amount 
of capital for media booking and prepayment, which led to its working capital-related cash outflow 
far outpacing its earnings growth. For Youzan it is its minority interest. In C1Q28, China Innovation 
Pay (CIP), ticker 8083 HK, acquired 51% of Qima, Youzan’s operating company. This led to 35% 
of Youzan’s net income (loss) being minority owned in 2019. While this serves to reduce the losses 
carried by the investors of Youzan, it will also share the profits when Youzan makes money. We 
therefore deduct 35% of Youzan’s market capitalization from its DCF valuation to reflect this 
impact. 

Prepayment and minority interests drags on valuations 
Comparing to Youzan, Weimob’s cash flow situation is far worse. In 2019, while the company 
generated a IFRS net income of RMB311mn, its free cash outflow was RMB(463)mn. This was 
partially because Weimob’s net income contained a one-time convertible bond fair valuation 
adjustment of RMB298mn, other income (VAT deduction and government grant) of RMB67mn 
and other gain (fair value change of securities investment) of RMB27mn (which means Weimob’s 
non-IFRS net income was a loss). But it was also because of the change in working capital of 
RMB(537)mn, primarily driven by the increasement of prepayments (Source: Annual report, 
Footnote 34). Prepayment was predominantly for purchasing advertising traffic related to target 
marketing revenue and other receivables in relation to payment on behalf of advertisers (Source: 
Annual report, Footnote 26). What concerns us is that with advertising revenue growing bigger and 
bigger, the cash outlay to do this business also increases proportionately. This, in our view, will lead 
to Weimob returning to the capital market for more cash as early as 2021.  

Youzan’s cash flow situation is much better than Weimob. Despite Youzan posting more losses, its 
free cash flow was RMB(659)mn, comparing to its IFRS net loss of RMB(916)mn. Youzan’s net 
loss contained RMB(164)mn of one-time goodwill impairment and investment losses (Source: 
Annual report, Footnote 9 and 10), which means its non-IFRS loss was smaller. However, we also 
noticed Youzan had RMB(512)mn of cash outflow resulted from prepayments (Source: Annual 
report, Cash flow statement). We believe these are also signs of deteriorating earning quality. 

  

Weimob’s cash flow situation is 
a time bomb. Its advertising 
business is basically a loan 
business with interest income 
disguised as gross profit.  

Earning qualities for both 
Weimob and Youzan are poor 
and deteriorating.   
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Exhibit 44. FCF valuation of Weimob 

Year to Dec (RMB mn) 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

Revenues 865  1,437  2,317  3,663  5,313  7,237  9,359  11,567  13,726  15,686  17,305  18,469  19,598  

EBIT (68) (44) 71  91  270  780  1,379  2,066  2,906  3,790  4,739  5,626  6,670  

NOPAT (68) (42) 71  91  270  780  1,379  2,066  2,906  3,790  4,739  5,626  6,670  

Capex, net (49) (147) (195) (235) (288) (217) (281) (347) (412) (627) (519) (554) (588) 

Depreciation & amortization 22  61  103  166  241  264  324  400  404  508  623  578  668  

Change in working capital (393) (787) (879) (1,574) (1,768) (2,061) (1,699) (1,208) (455) 54  565  1,002  1,093  

Free operating CF (FoCF) (488) (914) (900) (1,551) (1,545) (1,234) (277) 911  2,443  3,725  5,407  6,653  7,843  

Group revenue, y/y (%) 62.0% 66.1% 61.3% 58.1% 45.1% 36.2% 29.3% 23.6% 18.7% 14.3% 10.3% 6.7% 6.1% 

EBIT margin (%) (7.9%) (3.1%) 3.1%  2.5%  5.1%  10.8%  14.7%  17.9%  21.2%  24.2%  27.4%  30.5%  34.0%   

DCF Parameters                      

Interest-bearing liabilities EV 3.8%   Terminal free cash flow growth   5.00%              

WACC 15.7%                

NPV of FoCF 17,837                        

+ Net cash (debt), current 557                        

- Pension prov. (Book value) 0                        

- Minorities (Market value) 0                        

+/- Other items 0                        

= Equity value 18,393                        

 / Number of shares 2,404.2                        

= NPV per share (HK$) 8.4                       
 

Source: Blue Lotus (as of Jul 13, 2020) 

 
Exhibit 45. FCF valuation of Youzan 

Year to Dec (RMB mn) 2018  2019  2020  2021  2022  2023  2024  2025  2026  2027  2028  2029  2030  

Revenues 586  1,171  1,857  3,324  5,714  9,297  14,201  20,492  27,963  35,251  41,350  45,567  47,638  

EBIT (364) (502) (588) (817) (1,060) (1,105) (802) (89) 1,184  2,578  4,102  5,839  7,752  

NOPAT (342) (454) (525) (729) (901) (939) (682) (71) 947  2,062  3,282  4,671  6,201  

Capex, net (1,963) (29) (352) (81) (537) (804) (855) (508) (1,284) (863) (1,702) (1,078) (1,884) 

Depreciation & amortization 147  210  242  280  397  518  606  725  874  1,044  1,229  1,414  1,591  

Change in working capital (101) (422) 966  614  1,044  1,613  2,308  3,083  3,793  3,962  3,565  2,587  1,410  

Free operating CF (FoCF) (2,259) (695) 330  83  3  388  1,377  3,229  4,330  6,205  6,375  7,594  7,318  

Group revenue, y/y (%) 238.7% 99.7% 58.6% 79.0% 71.9% 62.7% 52.8% 44.3% 36.5% 26.1% 17.3% 10.2% 4.5% 

EBIT margin (%) (62.1%) (42.9%) (31.7%) (24.6%) (18.6%) (11.9%) (5.6%) (0.4%) 4.2% 7.3% 9.9% 12.8% 16.3% 

DCF Parameters Target                        

Interest-bearing liabilities as EV 0%   Terminal free cash flow growth   5.00%         

WACC 16.00%                    

NPV of FoCF 24,110                         

+ Net cash (debt), current 5,283                         

- Pension prov. (Book value) 0                         

- Minorities (Market value) (9,964)                        

+/- Other items                          

= Equity value 19,428     RMB 1.11            HKD               

 / Number of shares 16,035                         

= NPV per share (HK$) 1.34                        
 

Source: Blue Lotus (as of Jul 13, 2020) 

 

 



 

 
 

 
 

Technology/Software | HOLD Sector Initiation 

See the last page of the report for important disclosures 
 

  

Blue Lotus Research Institute  34 

Exhibit 46. Comp Table 

Sector   Price Mkt Cap PE (consensus) PEG PS (consensus) 
EV/EBITDA 
(consensus) 

  Ticker (Local) (US$m)     2020E 2021E 2022E 2020E 2020E 2021E 2020E 2021E 

Weimob Inc 2013 HK Equity 12.6 3,633                       466.1  390.9  130.8  3.8  12.0  7.6  143.4  97.0  

China Youzan Ltd 8083 HK Equity 1.49 3,311 (33.6) (32.6) (28.5) NM 10.2  5.7  (67.9) (50.0) 

China Software                        

Beijing Kingsoft 688111 CH equity 406             26,744  240.4  158.0  114.2  5.3  72.2  48.7  240.1  152.6  

Yonyou Network 600588 CH equity 52.1             24,185  162.3  128.1  95.9  5.4  17.1  14.0  122.4  93.8  

Sangfor Technologies 300454 CH equity 234             13,678  105.1  76.4  55.7  2.8  15.9  11.8  102.6  74.5  

Glodon Co Ltd 002410 CH equity 75.44             12,765  213.8  138.2  104.4  5.0  21.2  17.2  154.3  105.9  

Kingsoft Corp Ltd 3888 HK equity 46.7               8,271  90.0  56.6  39.1  1.7  7.8  6.2  26.4  22.5  

Kingdee International 268 HK equity 18               7,736  199.6  138.4  101.3  4.9  14.6  12.1  86.0  69.2  

DHC Software Co Ltd 002065 CH equity 14.39               6,406  41.1  33.5  28.8  2.1  4.3  3.6  32.0  27.4  

Beijing Shiji 002153 CH equity 41.67               6,375  115.1  80.9  74.3  4.7  11.8  10.3  94.8  65.8  

Shanghai Weaver 603039 CH equity 79               2,396  98.5  72.5  58.5  3.3  10.6  8.2  135.1  96.7  

Sector                108,556  166.2  115.8  86.3  4.4  28.9  21.0  136.1  94.6  

Global SaaS                        

salesforce.com Inc CRM US equity 198.88           179,191  65.3  52.5  40.8  2.5  8.9  7.6  30.0  25.5  

Shopify Inc SHOP US equity 1,031.86           123,354  2,169.8  1,631.3  632.4  25.5  56.9  42.6  2,346.5  1,321.0  

Zoom Video ZM US equity 275.87             77,824  206.3  164.5  118.3  6.4  43.3  33.8  181.4  149.2  

Autodesk Inc ADSK US equity 244.24             53,537  63.0  44.6  31.9  1.6  14.4  12.2  44.9  32.4  

Workday Inc WDAY US equity 195.88             46,032  80.4  68.1  58.6  4.7  10.9  9.3  47.2  39.9  

DocuSign Inc DOCU US equity 210.11             38,557  399.1  223.7  130.3  5.3  29.3  22.8  341.6  169.8  

Twilio Inc TWLO US equity 240.58             33,694  (2,238.9) 1,310.3  477.0  NM 22.2  17.8  426.0  240.3  

Datadog Inc DDOG US equity 96.41             28,863  1,831.9  1,123.4  464.7  18.6  51.3  38.1  1,160.4  741.8  

Okta Inc OKTA US equity 218.73             27,256  (1,090.9) (27,699.0) 396.7  NM 35.1  27.0  (1,618.1) 1,845.1  

Crowdstrike Holdings CRWD US equity 116.65             25,139  (2,234.7) 628.7  235.1  NM 32.6  24.7  796.7  270.0  

RingCentral Inc RNG US equity 284.5             25,008  292.3  216.4  158.3  8.1  22.3  18.0  172.1  138.3  

Slack Technologies WORK US equity 33.84             19,076  (205.5) (265.3) 6,141.5  NM 21.9  16.8  (238.9) (316.1) 

Sector                677,529  314.1  (626.7) 400.4  7.9  28.6  22.2  516.9  403.3  

Global Software                        

Microsoft Corp MSFT US equity 213.67        1,620,354  37.2  34.1  29.9  3.3  11.4  10.3  24.1  22.0  

Amazon.com Inc AMZN US equity 3,200        1,596,083  97.0  60.7  42.3  1.9  4.6  3.9  36.3  26.5  

Alphabet Inc GOOGL US equity   1,539.01        1,051,540  28.7  22.4  18.6  1.2  7.6  6.3  16.7  13.4  

Adobe Inc ADBE US equity 466.2           223,620  47.2  41.9  35.5  3.1  17.6  15.3  36.8  31.3  

SAP SE SAP US equity 153.49           188,563  27.5  24.3  23.5  3.4  6.0  5.6  17.4  15.4  

Oracle Corp ORCL US equity 57.39           176,112  14.2  13.8  13.2  3.6  4.5  4.4  11.0  10.7  

IBM IBM US equity 118.35           105,082  10.5  9.5  9.1  1.5  1.4  1.4  9.4  8.7  

Intuit Inc INTU US equity 307.55             80,200  42.9  37.1  32.8  3.0  10.8  10.0  28.9  25.8  

VMware Inc VMW US equity 146.09             61,219  23.8  20.4  17.6  1.5  5.3  4.8  15.4  13.5  

Sector              5,102,773  52.8  38.7  30.4  2.3  8.0  7.1  25.9  21.1  

China e-commerce                         

Alibaba Group BABA US equity 261.01           705,944  30.8  23.6  19.2  1.2  7.5  5.9  24.2  18.5  

Meituan Dianping 3690 HK equity 206.6           156,665  326.0  69.1  42.9  1.9  9.8  6.8  164.3  50.8  

Pinduoduo Inc PDD US equity 87.3           104,553  (126.3) 152.6  55.9  NM 15.3  9.7  (89.6) 305.8  

JD.com Inc JD US equity 65.61           101,380  50.1  32.5  23.4  1.1  1.0  0.8  34.0  23.1  

Vipshop Holdings Ltd VIPS US equity 21.85             14,692  16.9  13.9  12.6  1.1  1.1  1.0  12.9  10.6  

Baozun Inc BZUN US equity 44.57               2,809 37.3  26.0  20.3  1.0  2.2  1.7  27.2  19.3  

Yunji Inc YJ US equity 3.24                  688 19.7  13.0  12.1  0.7  0.4  0.3  22.9  8.5  

Sector              1,086,731  59.8  43.3  26.5  1.1  7.8  5.9  34.2  51.1  

Source: Bloomberg, Blue Lotus (as of Jul 13, 2020) 
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