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SECTOR UPDATE OVERWEIGHT
Online Travel Agencies — China (Maintained)
Tomb Sweeping Holiday 2022; Still Not Out of The Woods Yet

Domestic tourism during the four-day Tomb Sweeping holiday in China was weaker STOCK PICKS

than expected as local confirmed COVID-19 cases triggered intermittent lockdown  company Ticker Rec TargetPrice Share Price
measures across several provinces. At this juncture, we think the “Zero-COVID” policy  Tripcom  9961HK  BUY 271.00 187.40
will continue to dampen the domestic tourism recovery pace. We prefer Trip.com due to  Source: Bloomberg, UOB Kay Hian

its better-than-expected recovery for international travel (from Europe and US). Maintain

OVERWEIGHT on the OTA sector.

WHAT’S NEW

o Key statistic for Tomb Sweeping holiday. The Ministry of Cultural and Tourism (MCT)
reported 75.4m total domestic tourists during the four-day Tomb Sweeping holiday, down
26.2% yoy and recovering to 68% of pre-pandemic levels. Total domestic tourism revenue
was Rmb18.8b, down 30.9% vyoy, and recovering to 39.2% of pre-pandemic levels.
According to the MCT, tourist visitations this year mainly focused on short-distance travel
with garden camping, flower seeing and outdoor recreation activites among the most
popular destination choices due to the lockdown in various cities such as Shanghai and
Shenzhen. Cities like Chongqing, Xian, Urumgi and other Western regions were also popular
destinations during the four-day holiday.

Tongcheng-Travel’s tomb-sweeping tourism data overview. According to Tongcheng-
Travel's (TT) 2022 Tomb-Sweeping Consumer Tourism Spending report, short-haul
travelling as well as self-driving tours remained as top choices among tourists (similar to
2021’s Tomb Sweeping holiday). In terms of tourist activities, flower viewing and camping
were among the popular choices. During the four-day holiday, domestic hotel bookings
accounted for 67% of the total accommodation reservations made, with average booking
window narrowing to just 1.6 days. 91% of the tourists preferred intra-provincial travel
whereas the remaining went for cross-provincial travelling. TT saw ASPs for flight ticket
plunge 40% yoy to a three-year low.

Trip.com’s tomb-sweeping tourism data overview. Trip.com’s (TCOM) 2022 Tomb
Sweeping Holiday Insights saw rural area tourism grow 20% yoy, recovering to 92% of pre-
pandemic level as tourists from Beijing, Guangzhou and Hangzhou were among the top 3
tourists to the lower tier cities. This year, sightseeing was one of the most popular activities
for tourists vs last year as tourists preferred locations such as Tier 1 cities like Shanghai,
Beijing and Guangzhou.

Our take on the Tomb Sweeping holiday performance. Aside from the flight ASP

performance (provided by TT) and rural area tourism performance (provided by TCOM), we

notice the OTA players did not provide a clear picture of their overall operating metrics unlike

last year. We note the recent border reopenings in Southeast Asia as well as continued

recovery in travel in the European region. According to International Air Transport

Association (IATA), Europe’s air passenger numbers had recovered to 40% of pre-COVID-

19 levels during 2021 and is expected to reach 86% by 2022, underpinned by restriction-free  ANALYST(S)

measures within the EU countries as well as the upcoming Qatar Fifa World Cup 2022 which  jyjia Pan

could spur cross-border travel demand. As such, we prefer TCOM at this juncture due to the  +8621 5404 7225 ext 808
lack of re-rating catalysts in the domestic tourism sector. juliapan@uobkayhian.com
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PEER COMPARISON
Company Ticker Rec Price @ Target Upside/ Market PE PIB oo e EV/EBITDA ----- ROE
6 Apr 2022 Price (Downside) Cap 2022F  20223F  2022F  20223F  2022F  20223F  2022F
(Icu) (lcw) TP (%)  (USSm) (x) (x) (x) x) (x) ) (%)
Trip.com 9961 HK BUY 187.40 271.00 44.6 15,242.2 77.1 22.6 0.8 0.8 76.6 27.9 12
Tongcheng Travel 780 HK BUY 14.02 20.00 427 3,967.6 24.2 15.9 1.6 14 17.0 111 5.9

Source: Bloomberg, UOB Kay Hian
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STOCK IMPACT TRIP.COM 12-MONTH FORWARD EV/SALES BAND
« Guidance and outlook for TT and TCOM: ®

6.30

1Q19's level. Management mentioned that travel demand in Jan-Feb 22 saw a good ~  F--""""7"""777mmmmoooT

a) TT has guided for its top-line to grow 0-5% in 1Q22, with its midpoint being 7% below e M‘{\;\;’m ;&Mi‘;\;

recovery trend with double-digit volume growth from hotel bookings and a 15% yoy | 15D
growth in transport. However, this was disrupted in mid-March due to an outbreak of
COVID-19 cases, with its transport business seeing a yoy decline in March. TT expects Apr2L May Jun Jul2l Aug Sep Oct2l Nov Dec Jan Feb Mar

21 21 21 21 21 21 2 2 2

1Q22 adjusted net profit to reach Rmb200m-250m, down 24% yoy with adjusted net EV ISales Mean - --- - 1SD - - -~ 415D
margin of 13.6%. TT expects full-year 2022 revenue to grow 15-20% yoy, with a net  Source: Bloomberg, UOB Kay Hian

margin of 16-17%. TONGCHENG-TRAVEL 12-MONTH FORWARD PE

b) TCOM expects 1Q22 revenue to decline 52-53% vs 1Q19 to Rmb3.8b (-6% yoy vs CAND
1Q21). The company’s international flight ticketing reservation saw a 200% yoy growth in 5
2M22, mainly attributed to rapid growth from the European region. Domestic air ticketing 0
also grew at high single digit yoy but was disrupted by the recent pandemic outbreak in O e 7 'R (Al i Y
Mar 22. Meanwhile, domestic hotel reservations climbed 20% yoy in 2M22, close to full
recovery from 2M19. In terms of average daily rate (ADR), TCOM guided it had declined
mid-teens compared to pre-COVID-19 level with high-star hotels facing more apparent
declines than low-star hotels. The overall hotel blended take rate continue to trend down ° 6 D D DD DD D D D
(vs pre-COVID-19 level), as the company continues to penetrate into lower tier cities and ™ ", 0 M @ W W
offer promotions for short-haul travelling. Riding on the positive recovery from corporate g e gioomberg, UOB Kay Hian
travel demand, TCOM guided it will take this opportunity to promote corporate travel
which should contribute meaningfully to its blended take rate (given the high ASP
nature). In terms of overseas business (Trip.com+Skyscanner accounted for 12-13% of Z“ZO
2019 revenue), management guided that it sees Skyscanner recovering to 40-50% of

Mean=23.5x
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DOMESTIC TOURISM RECOVERY TREND

2019 level, mostly attributed to promising progress from the European region. ”
EARNING REVISION/RISK jz
o Our forecasts for TCEL and Trip.com remain unchanged. 2
VALUATION/RECOMMENDATION 19; rwirens Oz ey W Wi o
¢ Maintain BUY on Trip.com (9961 HK) with an unchanged target price of HK$271.00 —— Domestc tourits —— Domestic tourism revenue

(US$33.00) as we ascribed 2022E 22x PE and 22x EV/EBITA respectively to the company’s  Source: Ministry of Cultural and Tourism, UOB Kay Hian
accommodation+ transportation ticketing and package tour+corporate travel segment

respectively. TCOM is our top pick in the OTA sector due to its higher exposure to

international business which saw positive recovery as compared with domestic travel. Our

target price implies 6x 2022F EV/sales, against the company’s historical average of 6.8x.

¢ Maintain BUY on Tongcheng-Travel (780 HK) with an unchanged target price of
HK$20.00, based on 35x 2022F PE, with 0.9x PEG on the back of 40% EPS CAGR from
2022-25. The company is the key proxy to the resilient domestic tourism performance in the
absence of overseas revenue. However due to the recent spike in COVID-19 cases and
China’s “Zero-Covid” policy, we think the domestic tourism sector will continue to face an
uneven recovery path.

SECTOR CATALYST AND RISK

o Sector catalysts: Uplift of domestic travel restrictions, continued penetration of domestic
offline and lower-tier cities travel market.

» Risks: Movement restrictions/cross border travelling ban remaining intact in China and Hong
Kong, another outbreak of a new COVID-19 variant.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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