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JD.com, Inc. (NasdaqGS: JD/SEHK: 9618) 

Short-term demand doesn’t indicate a long-term trend 
● Trading at only 30% the market cap of PDD and 20% of BABA, JD.com is 

undervalued, in our opinion. Logistics, brand reputation and supply chain 
knowhow in several key industries are JD.com’s salient strength;  

● We acknowledge JD’s premium pricing in today’s weak consumption 
environment to be a mismatch. We also do not endorse JD’s strategy to 
compete in the low-priced segment in China; 

● We cut TP from US$ 32 to US$ 29 and upgrade JD to BUY. 

Yes, JD’s fundamentals are at its weakest point in history 

Since taking the initiative to spin off key subsidiaries in 2020 and 2021, JD has 
fallen behind in innovations, in our view. Its falling behind in overseas footprint 
vs. what BABA and PDD have done is indicative as such. Over the same time, 
similar premium retailer Coupang successfully penetrated the Taiwanese market, 
suggesting that the business model of merchandise selection and specialized 
logistics can find global appeal.  

Yes, JD’s focusing on domestic low pricing is a wrong strategy 

We do not think JD’s brand reputation can sit well with a low-priced strategy in 
the same geography. Consumption downgrade is here to stay and consumers are 
willing to sacrifice quality for price. If JD cannot uproot BABA and PDD in 
China, then trying to be for-all is a meaningless exercise.  

But, JD’s unique strength hasn’t changed 

JD today is still led by its original founder which has proven his business acumen 
and execution ability again and again. It is led by a capable management working 
together for a long time with clearly defined responsibilities. JD’s unique strength 
in logistics, brand reputation and supply chain knowhow in key industries are 
valuable and unmatched. Management has guided for more than double digit 
revenue growth in 2024, meaningfully higher than consensus. 

Upgrade JD for valuation and long-term potential 

We notice that periodic adjustment in strategy and organization happened before, 
each time leading to a rebound. We believe this time is no exception. We further 
will turn more positive if JD starting to apply its strength overseas. 

Summary financial data 
Highlights F2021A F2022A F2023E F2024E F2025E 
Revenues (RMB mn) 951,592 1,046,236 1,076,362 1,160,402 1,224,013 
Non-GAAP operating profit (RMB mn)  13,335 27,583 38,091 46,313 46,056 
Non-GAAP EPADS (RMB)  11.1  16.9  21.2  23.7  24.6  
GAAP EPADS (RMB) (2.9) 6.1  16.7  19.4  20.0  
P/E (non-GAAP) 17.8  11.4  9.0  7.9  7.5  
 

Source: JD.com, Inc., Bloomberg, Blue Lotus (as of October 16, 2023); Note: P/E based on last close and USD/RMB = 7.17. 
 

 BUY  UR  SELL 
 

Target Price: US$ 29.0 Current Price: US$ 27.05  

RIC: (NasdaqGS: JD/SEHK: 9618) BBG: (JD US/9618 HK) 

Market cap (US$ mn) 42,509.3  

Average daily volume (US$ mn) 426.5  

Shares out/float (m) 1,378.3/NA 

Source: Bloomberg, Blue Lotus (as of October 16, 2023) 
 

Key Changes 

 New Old Diff 

BLRI Recommendation BUY SELL - 

BLRI Target Price 29.0  32.0  (9.4%) 

2023E EPADS (US$) 2.95 2.99 (1.2%) 

2024E EPADS (US$) 3.30 3.42 (3.3%) 

2025E EPADS (US$) 3.43 3.61 (5.1%) 

Source: Blue Lotus (as of October 16, 2023); Note: Prior EPS estimates 
rebased for FX rate of USD/RMB 7.17. 

 

BLRI vs. The Street 

No. of Bloomberg Recommendations 51 

Target price vs. Bloomberg mean (41.2%) 

1-year-fwd EPS vs. Bloomberg mean (1.9%) 

Bloomberg recommendation 4.55 

Source: Bloomberg, Blue Lotus (1=SELL,5=BUY) (as of October 16, 2023) 

 

Price performance and volume data 

 

Source: Bloomberg, Blue Lotus (as of October 16, 2023) 
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All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors. 
Data is sourced from Bloomberg, Blue Lotus Capital Advisors Limited and subject companies. Consensus forward estimates are used in analysis. Past performance is not indicative of 
future results. Investors should consider this report as only a single factor in making their investment decision.  
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JD.com, Inc.: Financial Summary 
Fiscal year ends-31-Dec 

Exhibit 1. Income statement 

(RMB mn) F2022A F2023E F2024E Company Description 

JD.com is China’s largest direct B2C retailer, second largest B2C retailer, 
and China’s 2nd largest retailer by GMV. In 2021, 570mn (+20.6% YoY) 
customers placed 3,370mn orders (+10.5% YoY) on JD.com, generating 
gross GMV of RMB 3,296 bn (+26% YoY). 

 

Industry View 

We estimate China’s eCommerce market to grow by 13% in 2023, after 
growing ~10% in 2022. We estimate traditional eCommerce and social 
eCommerce sub-sectors to grow at 3-year CAGR of 10% and 50%, 
respectively, and we expect the total online retail market to grow at 11%- 
12% CAGR from 2022 to 2024. 

 

Net revenues 1,046,236  1,076,362  1,160,402  
Cost of revenues (899,163) (915,118) (987,219) 
Gross profit 147,073  161,245  173,183  
Fulfilment cost (63,011) (63,372) (62,118) 
Marketing cost (37,772) (40,857) (45,576) 
Technology & content (16,893) (16,046) (17,402) 
G&A cost (11,053) (10,361) (12,234) 
Operating profit GAAP 18,344  30,609  35,852  
Share based compensation 7,548  5,724  8,703  
Operating profit non-GAAP 27,583  38,091  46,313  
Finance cost/income (2,106) (2,649) (2,649) 
Other income/cost (866) 4,223  4,503  
Pre-tax profit, GAAP 13,867  34,531  39,774  
Income tax (4,176) (7,476) (7,955) 
Net income, GAAP 9,691  27,054  31,819  
Net income, non-GAAP 26,920  34,286  38,922  
Number of ADS, diluted (mn) 1,589  1,618  1,643  
EPADS, GAAP (RMB) 6.10  16.72  19.37  
    

Source: JD.com, Inc., Blue Lotus (as of October 16, 2023)  

 

Exhibit 2. Balance sheet Exhibit 3. Cash flow statement  

(RMB mn) F2022A F2023E F2024E  (RMB mn) F2022A F2023E F2024E 

Cash and cash equivalent 85,115  87,184  124,200   Net income 9,691  27,054  31,819  
ST investment 141,095  141,095  141,095   Adjusted for    
Accounts receivable 20,576  15,303  24,711   Depreciation & amortization 7,740  8,858  10,959  
Inventory, net 77,949  76,825  80,173   Share based compensation 7,548  5,724  8,703  
Prepayments and others 21,298  21,734  22,952   Allowance for doubtful accounts 4,140  4,367  4,824  
Total current asset 351,074  347,293  398,591   One-time write-offs  –    –    –   
Property and equipment 55,080  41,133  45,767   Changes in    
Construction in progress 11,161  2,306  2,634   Account receivable (8,676) 5,273  (9,408) 
Land use rights 9,139  817   –    Inventory (2,348) 1,124  (3,348) 
Intangibles, goodwill, and others 136,416  138,622  153,759   Account payables 20,123  (3,421) 18,451  
Total assets 595,250  568,619  636,164   Advance to customers and to suppliers 4,728  (901) 2,262  
Account payables 160,607  157,186  175,637   Accrued liabilities and deferred revenues 9,685  (3,998) 2,284  
Advance from customers 33,713  32,922  35,493   Cash from operations 52,631  44,080  66,546  
Accrued expense and others 52,335  48,773  52,275   Capex, PPE (12,214) (14,254) (16,298) 
Short term debt 19,906  19,834  19,834   Capex, land, and bldg. (200) (200) (499) 
Total current liabilities 266,561  258,715  283,238   Purchase of intangibles 0.0  0.0  0.0  
Long term debt 54,566  55,962  57,002   Purchase of short-term investments (26,531)  –    –   
Additional paid in capital 182,578  182,578  182,579   Cash paid for equity investment (11,576) (11,576) (11,576) 
Statutory reserves (1,382) (1,382) (1,382)  Purchase/Issuance of company shares 7,778   –   1  
Accumulated deficit 41,550  15,928  47,747   Purchase/redemption of debt and others (6,598) 500  500  
Accumulated other comprehensive loss (6,983) (3,940) 6,222   Cash from financing 1,180  500  501  
Total equity 215,763  193,184  235,167   Change in cash 8,463  2,069  37,016  
Total liabilities and equity 595,250   568,619   636,164   Cash at beginning 76,693  85,115  87,184  
     Cash at end  85,115   87,184   124,200  

Source: JD.com, Inc., Blue Lotus (as of October 16, 2023) Source: JD.com, Inc., Blue Lotus (as of October 16, 2023) 
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Exhibit 4. Low social consumption spending growth impacts JD.com 

 
Source: Alibaba Group Holdings Limited, JD.com, PDD Holdings Inc., National Bureau of Statistics, Blue Lotus (as of October 16, 2023) 

 

Exhibit 5. JD.com C3Q23 Earnings Preview Table 

(RMB mn) C3Q23E C3Q23C E vs. Cons C2Q23A QoQ C3Q22A YoY C4Q23E C4Q23C 

Net revenues  245,563  251,033  (2.2%) 287,931  (14.7%) 243,535  0.8%  299,912  308,217  

Net product revenues 197,228  
  

233,855  (15.7%) 197,027  0.1%  241,149  
 

Net service revenues 48,335  
  

54,076  (10.6%) 46,508  3.9%  58,763  
 

Cost of revenues  (208,783) 
  

(246,498) (15.3%) (207,339) 0.7%  (252,899) 
 

Gross profit  36,781 38,308 (4.0%) 41,433 (11.2%) 36,196 1.6%  47,013 45,462 

Gross margin 15.0% 15.3% (0.28ppt) 14.4% 0.59ppt  14.9% 0.12ppt  15.7% 14.8% 

Operating costs & exp.  28,612  29,285  
 

33,163  (13.7%) 27,468  4.2%  37,788  38,032  

- Fulfillment cost  (14,286) 
  

(16,679) (14.3%) (14,354) (0.5%) (17,036) 
 

- Marketing cost  (8,370) 
  

(11,063) (24.3%) (7,605) 10.1%  (13,419) 
 

- Technology  (3,646) 
  

(4,072) (10.5%) (4,116) (11.4%) (4,142) 
 

- G&A  (2,311) 
  

(2,358) (2.0%) (2,622) (11.9%) (3,191) 
 

GAAP operating profit 8,168  9,023 (9.5%) 8,270  (1.2%) 8,728  (6.4%) 9,225  7,430 

Non-GAAP operating profit 10,079  10,316 (2.3%) 8,676  16.2%  9,926  1.5%  11,462  8,988 

-Non-GAAP operating margin 4.10%  4.11% (0.01ppt) 3.01%  1.09ppt  4.08%  0.03ppt  3.82%  2.92% 

Interest income, net  (637) 
  

(654) (2.6%) (579) 10.0%  (768) 
 

Other income  1,000  
  

2,118  (52.8%) (439) NM -  
 

Pretax profit 8,531  9,321 (8.5%) 9,734  (12.4%) 7,710  10.7%  8,457  6,254 

Income tax (1,365) 
  

(2,811) (51.4%) (1,751) (22%) (1,691) 
 

GAAP net profit 7,166  6,820 5.1%  6,581  8.9%  5,963  20.2%  6,766  5,560 

GAAP net margin 2.92%  2.72%  0.20ppt  2.29%  0.63ppt  2.45%  0.47ppt  2.26%  1.80%  

Non-GAAP net profit 9,217  9,383 (1.8%) 8,557  7.7%  10,040  (8.2%) 9,142  8,290 

Non-GAAP net margin 3.75%  3.74%  0.02ppt  2.97%  0.78ppt  4.12%  (0.37ppt) 3.05%  2.69%  

EPADS non-GAAP, diluted (RMB) 5.82  6.01 (3.2%) 5.41  7.7%  6.31  (7.8%) 5.78  5.32 

EPADS GAAP, diluted (RMB) 4.53  4.37 3.6%  4.16  8.9%  3.75  20.7%  4.27  3.57 
 

Source: JD.com, Inc., Blue Lotus (as of October 16, 2023) 
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Important Information 
 

This publication has been produced by Blue Lotus Capital Advisors Limited (Blue Lotus), which is authorized and regulated by The Securities 
and Futures Commission (SFC), registered institution under the Securities and Futures Ordinance (SFO) (Chapter 571 of the Laws of Hong 
Kong SAR) to carry on Type 4 (advising on securities) regulated activities with Central Entity number BFT 876. This document must not be 
issued, circulated or distributed in Hong Kong other than to ‘professional investors’ as defined in the SFO. The contents of this publication 
have not been reviewed by any regulatory authority. Information on financial instruments and issuers is updated irregularly or in response to 
important events.  

 

Analyst certification  

The following analysts hereby certify that views about the companies discussed in this report accurately reflect their personal view about the 
companies and securities. They further certify that no part of their compensation was, is, or will be directly or indirectly linked to the specific 
recommendations or views in this report: 

Tianli Wen is employed by Blue Lotus Capital Advisors Limited, which is authorized and regulated by the Securities and Futures Commission 
(SFC). 

 

Blue Lotus rating system:  

Buy:  Stock price above the target price (TP) at the time of publishing is a BUY 

Sell:  Stock price below the target price (TP) at the time of publishing is a SELL 

 

Blue Lotus equity research rating system is a relative system indicating expected performance against a specific benchmark identified for each 
individual stock. 

 

Disclaimer 

General: The information and opinions expressed in this publication were produced as of the date of writing and are subject to change without 
notice. This publication is intended for information purposes only and does not constitute an offer or an invitation by, or on behalf of, Blue 
Lotus to buy or sell any securities or related financial instruments or to participate in any particular trading strategy in any jurisdiction. 
Opinions and comments of the authors reflect their cur-rent views, but not necessarily of other Blue Lotus entities or any other third party. 
Other Blue Lotus entities may have issued, and may in the future issue, other publications that are inconsistent with, and reach different 
conclusions from, the information presented in this publication. Blue Lotus assumes no obligation to ensure that such other publications are 
brought to the attention of any recipient of this publication.  

 

Suitability: Investments in the asset classes mentioned in this publication may not be suitable for all recipients. This publication has been 
prepared without taking account of the objectives, financial situation or needs of any particular investor. Before entering into any transaction, 
investors should consider the suitability of the transaction to individual circumstances and objectives. Any investment or trading or other 
decision should only be made by the client after a thorough reading of the relevant product term sheet, subscription agreement, information 
memorandum, prospectus or other offering document relating to the issue of the securities or other financial instruments. This publication 
should not be read in isolation without reference to the full research report (if available) which may be provided upon request. Nothing in this 
publication constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate 
to individual circumstances, or otherwise constitutes a personal recommendation to any specific investor. Blue Lotus recommends that 
investors independently assess with a professional advisor, the specific financial risks as well as legal, regulatory, credit, tax and accounting 
consequences.  
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Information / forecasts referred to: Although the information and data herein are obtained from sources believed to be reliable, no 
representation is made that the information is accurate or complete. In particular, the information provided in this publication may not cover 
all material information on the financial instruments or issuers of such instruments. Blue Lotus, its subsidiaries and affiliated companies do 
not accept liability for any loss arising from the use of this publication. Important sources for the production of this publication are e.g. national 
and international media, information services, publicly available databases, economic journals and newspapers, publicly available company 
information, publications of rating agencies. Ratings and appraisals contained in this publication are clearly marked as such. All information 
and data used for this publication relate to past or present circumstances and may change at any time without prior notice. Statements contained 
in this publication regarding financial instruments or issuers of financial instruments relate to the time of the production of this publication. 
Such statements are based on a multitude of factors which are subject to continuous change. A statement contained in this publication may, 
thus, become inaccurate without this being published. Potential risk regarding statements and expectations expressed in this publication may 
result from issuer specific and general developments.  

 

Risk: The price and value of, and income from investments in any asset class mentioned in this publication may fall as well as rise and 
investors may not get back the amount invested. Risks involved in any asset class mentioned in this publication may include but are not 
necessarily limited to market risks, credit risks, currency risks, political risks and economic risks. Past performance is not a reliable indicator 
of future results. Performance forecasts are not a reliable indicator of future performance. Particular risks in connection with specific 
investments featured in this publication are disclosed prominently hereinabove in the text of this publication. Any investment should only be 
made after a thorough reading of the current prospectuses and/or other documentation/information available.  

  

Miscellaneous: Blue Lotus has the right to terminate or change the contents, product or service provided by this report, requiring no separate 
notice. Blue Lotus and its staffs, analysts or directors may provide investment, consultancy, or other services to the companies mentioned in 
the contents, or trade (no matter whether he/ she is on be behalf of trustees) or possess the securities of the mentioned companies. Any person, 
who read the information in this report, has their own responsibility to comply with their applicable laws and regulations of their jurisdiction 
area. If investors have any questions on the contents of this report, please consult their lawyers, accountants or other professional consultants. 
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