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Company update 

JD.com 
China | Consumer Discretionary 

Research Team 
 

Rating              BUY (as at 24 December 2021) 

Last Close USD 68.65 

Fair Value USD 111.00 
 

 

Limited fundamental impact from 

Tencent’s distribution in specie 

• Special interim dividend of JD shares by Tencent 

• Not heavily dependent on the BCA for traffic; 

considering increasing buyback program 

• Maintain FV of USD111 

Investment thesis 
On 23 Dec, Tencent announced a special interim 

dividend in the form of a distribution in specie of ~457m 

Class A ordinary shares of JD.com. Tencent owns 

indirectly ~17.0% of JD.com’s shares, with this stake 

dropping to ~2.3% following the distribution. Tencent 

and JD.com will continue to maintain their mutually 

beneficial business relationship, including via their 

ongoing strategic partnership agreement. We note 

that JD still has >USD1b that can be utilised in its USD2b 

share repurchase program, though the next trading 

window will only be post 4Q results. We understand 

that there are plans to increase and accelerate the 

repurchase program, subject to board approval. 

Despite some near-term consumption headwinds, 

management expects JD to continue to outperform 

the industry in 4Q and achieve low 20% top-line YoY 

growth for the group with stable margin (with potential 

for upside). In our view, the divestment by Tencent 

could dampen investor sentiment on JD.com in the 

near-term. However, we do not believe that this would 

significantly impact JD’s fundamentals, and the 

motivation for the distribution is likely down to JD’s 

mature stage of development and ability to self-

finance its future initiatives, as well as potential benefits 

for Tencent from a regulatory perspective. We still 

remain constructive on the medium-term outlook for 

the group, and maintain our FV and estimates for now.  

Investment summary 
• Distribution in specie of ~457m Class A shares of 

JD.com – On 23 Dec, Tencent announced a special 

interim dividend in the form of a distribution in specie 

of ~457m Class A ordinary shares of JD.com. This will 

be on the basis of 1 Class A ordinary share of JD.com 

for every 21 shares held by Qualifying Shareholders, 

 

 
Source: Refinitiv, Company, Internal estimate 

 

Security information

Ticker JD.OQ

Market Cap (USD b) 104.2

Daily turnov er (USD m) 3.4

Free Float 85%

Shares Outstanding (m) 3,107

Top Shareholder Walmart Inc 5.4%

Price performance chart

Financial summary

RMB m FY20 FY21F FY22F

Rev enue 745,802 958,515 1,156,655

Gross Profit (adj) 109,207 129,457 162,858

Operating Profit (adj) 15,255 16,439 22,874

PATMI (adj) 16,828 16,377 21,899

EPADS (RMB adj) 10.6 10.1 13.3

Key ratios

 FY20 FY21F FY22F

Rev enue growth 29.3% 28.5% 20.7%

Gross margin (adj) 14.6% 13.5% 14.1%

Operating margin (adj) 2.0% 1.7% 2.0%

Net margin (adj) 2.3% 1.7% 1.9%

EPADS growth (adj) 45.7% -4.0% 31.2%
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while Non-Qualifying Shareholders will instead 

receive cash in lieu of JD.com shares. Tencent owns 

indirectly ~17.0% of JD.com’s shares, with this stake 

dropping to ~2.3% following the distribution. Martin 

Lau (Director and President of Tencent) has also 

tendered his resignation as a director of JD.com with 

effect from 23 Dec 2021. 

• Expect Tencent and JD to maintain their mutually 

beneficial business relationship – JD’s management 

notes that JD has evolved into a supply chain-driven 

online retailer and not dependent on external traffic 

support. Tencent and JD.com will continue to 

maintain their mutually beneficial business 

relationship, including via their ongoing strategic 

partnership agreement. We understand that the 

current business cooperation agreement (BCA) 

related to Level 1 and 2 entry points was renewed 

for 3 years in May 2019. While traffic from WeChat 

and QQ have been a strategic access point, 

management has noted that majority of its overall 

traffic comes from JD’s main app and mini-program, 

which are independent from the BCA. We note that 

JD still has >USD1b that can be utilised in its USD2b 

share repurchase program, though the next trading 

window will only be post 4Q results (assuming no 

other potential large transactions by the company). 

We understand that there are plans to increase and 

accelerate the repurchase program, subject to 

board approval. Management also commented 

that they are seeing consumption more skewed 

towards strong promotional periods while broader 

Dec’21 MTD consumption trends have been more 

subdued vs. prior expectations in light of weaker 

consumption trends and rise in Covid-19 cases. Still, 

management expects JD to continue to outperform 

the industry in 4Q and achieve low 20% top-line YoY 

growth for the group with stable margin (with 

potential for upside). In our view, the divestment by 

Tencent could dampen investor sentiment on 

JD.com in the near-term. However, we do not 

believe that this would significantly impact JD’s 

fundamentals, and the motivation for the 

distribution is likely down to JD’s mature stage of 

development and ability to self-finance its future 

initiatives, as well as potential benefits for Tencent 

from a regulatory perspective. We still remain 

constructive on the medium-term outlook for the 

group, and maintain our FV and estimates for now. 

ESG Updates   
• While a surge in online sales due to the COVID-19-

induced lockdown in China previously may increase 

the company’s exposure to privacy-related risks in 

the event of data theft, its extensive privacy 
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safeguards could help mitigate the risks. JD’s labor 

management practices continue to trail those of 

industry peers, though minor improvements. Its 

governance performance also lags that of leading 

industry peers.    

 

Potential catalysts 
• Stronger-than-expected active users and gross 

merchandise value (GMV) growth  

• Improvements in brand/user engagement could 

result in higher-than-expected monetisation rates 

• Better-than-expected operating leverage could 

lead to faster-than-expected earnings growth 

• Swift resolution of sector-wide regulatory 

headwinds 

Investment risks 
• Intensified competition might lead to higher-than-

expected marketing and promotional expenses 

• Prolonged drag and lack of visibility into margins 

due to investments 

• Regulatory risks related to US-listed ADRs and from 

the Chinese government 

Valuation analysis  

 

 

 

FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F

JD.COM INC (JD.OQ) 42.6 32.2 3.4 3.0 29.6 18.9 0.0 0.0 4.7 7.9

AMAZON.COM INC (AMZN.OQ) 83.5 66.3 13.1 10.0 24.7 19.9 0.0 0.0 21.5 20.7

ALIBABA GROUP HOLDING LTD (BABA.N) 14.1 12.3 1.9 1.6 11.1 9.3 0.0 0.0 12.1 12.7

PINDUODUO INC (PDD.O) 71.1 42.5 7.8 6.7 71.9 28.6 0.0 0.0 3.9 11.3

VIPSHOP HOLDINGS LTD (VIPS.K) 6.2 5.8 1.1 0.9 3.3 3.0 0.0 0.0 17.2 16.4

Source: Refinitiv

Price/Earnings Price/Book EV/EBITDA Dividend Yield (%) ROE (%)

Forward EV/EBITDA chart Forward Price to Sales chart

Source: Refinitiv Source: Refinitiv
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Company overview (as of 31 December 2019) 

Company description 

JD.com is the largest online direct sales company in terms of transaction volume, second only to Alibaba in 

the e-commerce space in China, it has its own logistics facilities in major tier 1 & 2 cities and prides itself for its 

commitment to giving their customers the best e-commerce experience by providing authentic products 

and fast delivery. 

 

 

 

 

 

 

 

 

 

 

FY20 Revenue breakdown Non-GAAP PATMI

Source: Company, Internal estimates Source: Company, Internal estimates
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Company financials    

 

Income Statement
In Millions of CNY except Per Share FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Revenue 258,290 362,332 462,020 576,888 745,802

  - Cost of Rev enue 222,935 311,517 396,066 492,467 636,694

Gross Profit 35,355 50,815 65,954 84,421 109,108

  + Other Operating Income -- -- -- -- --

  - Operating Expenses 36,607 51,650 67,846 76,181 96,694

Operating Income or Losses -1,252 -835 -1,892 8,240 12,414

  - Interest Expense 619 964 855 725 1,125

  - Foreign Exchange Losses (Gains) -- -- -- -- --

  - Net Non-Operating Losses (Gains) 12 -1,920 -373 -6,177 -39,530

Pretax Income -1,882 121 -2,374 13,693 50,819

  - Income Tax Expense (Benefit) 166 140 427 1,802 1,482

Income Before XO Items -2,048 -19 -2,801 11,890 49,337

  - Extraordinary Loss Net of Tax -1,806 -269 0 0 --

  - Minority/Non Controlling Interests (Credits) -48 -135 -309 -294 -68

Net Income/Net Profit (Losses) -3,807 -152 -2,492 12,184 49,405

Net Inc Avail to Common Shareholders -2,000 117 -2,492 12,184 49,405

  Abnormal Losses (Gains) -1,806 -269 0 0 --

  Tax Effect on Abnormal Items -- -- -- -- --

Normalized Income -2,048 -19 -3,259 9,172 47,667

Basic Earnings per Share -0.7 0.0 -0.9 4.2 16.3

  Basic Weighted Av g Shares 2,805 2,845 2,878 2,913 3,022

Diluted EPS Before Abnormal Items -0.7 0.0 -0.9 4.1 15.9

Diluted EPS Before XO Items -0.7 0.0 -0.9 4.1 15.9

Diluted EPS -1.4 -0.1 -0.9 4.1 15.9

  Diluted Weighted Av g Shares 2,804.8 2,844.8 2,877.9 2,967.3 3,109.0

Profitability Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Returns

Return on Common Equity -6.21 0.27 -4.46 17.21 36.68

Return on Assets -1.67 -0.01 -1.42 5.07 14.47

Return on Capital 100.10 71.67 58.93 48.87 28.35

Return on Inv ested Capital - -5.07 - 16.86 13.00

Margins

Operating Margin -0.48 -0.23 -0.41 1.43 1.66

Incremental Operating Margin 0.16 0.48 1.78 -3.49 1.17

Pretax Margin -0.73 0.03 -0.51 2.37 6.81

Income before XO Margin -0.77 0.03 -0.54 2.11 6.62

Net Income Margin -0.77 0.03 -0.54 2.11 6.62

Net Income to Common Margin -0.77 0.03 -0.54 2.11 6.62

Additional

Effectiv e Tax Rate - 115.40 - 13.16 2.92

Dv d Payout Ratio 0.00 0.00 0.00 - 0.00

Sustainable Growth Rate -6.21 0.27 -4.46 - 36.68

Credit Ratios
FY2016 FY2017 FY2018 FY2019 FY2020

12 Months Ending 31/12/2016 31/12/2017 31/12/2018 31/12/2019 31/12/2020

Total Debt/EBIT -16.19 -28.50 -5.55 1.97 1.48

Net Debt/EBIT 1.48 12.53 8.43 -10.08 -12.24

EBIT to Interest Expense -2.02 -0.87 -3.04 7.05 9.50

Long-Term Debt/Total Assets 5.71 5.93 4.72 3.87 2.97

Net Debt/Equity 0.16 -0.19 -0.08 -0.40 -0.52

Source: Refinitiv
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ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect his 
or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and 
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or sale 
of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have taken 
all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of 
publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first independently 
verifying its contents. Any opinion or estimate contained in this report is subject to change without notice. We have not 
given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the 
suitability of the securities mentioned herein, taking into consideration your investment objectives, financial situation or 
particular needs, before making a commitment to invest in the securities. In the event that you choose not to seek advice 
from a financial adviser, you should consider whether investment in securities and the securities mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OIR, 
OCBC Securities Private Limited (“OSPL”) and their respective connected and associated corporations together with their 
respective directors and officers may have or take positions in the securities mentioned in this report and may also perform 
or seek to perform broking and other investment or securities related services for the corporations whose securities are 
mentioned in this report as well as other parties generally. There may be conflicts of interest between OCBC Bank, BOS, 
OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OIR 
and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL rating 
indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total expected returns 
including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates total expected returns 
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and Business 
Trusts, total expected returns including dividends apply. 
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