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ASIAN GEMS CORPORATE HIGHLIGHTS
SenseTime Group Inc (20 HK)

Key Takeaways From 2024 Asian Gems Conference

SenseTime is a leading Al software company focusing on computer vision technologies,
serving a broad range of industries. It recorded full-year revenue of Rmb3.4b in 2023,
making it the largest computer vision software provider in China with an over 20%
market share, according to IDC. The company achieved solid revenue growth of 29% in
1H24, driven by rapid growth in the GenAl business and the smart auto business.

WHAT’S NEW

* SenseTime Group Inc (SenseTime) attended the 2024 Asian Gems Virtual Conference
on 18 October. Here are the key takeaways.

STOCK IMPACT

o SenseTime’s strategic shift towards GenAl and smart auto. In 1H24, SenseTime's
revenue grew 29% yoy. This strong growth was primarily driven by the expansion of its
generative Al business, which saw a 256% yoy surge and accounted for 60% of total
revenue. The SenseNova large language model (LLM), powered by the SenseCore
foundation model, is delivering comprehensive enterprise solutions across cloud, data
centres, and edge devices. Overseas revenue rose 40% yoy in 1H24, accounting for 18% of
total revenue. Meanwhile, SenseTime has proactively reduced its exposure to traditional Al,
from 74% in 2023 to 30% in 1H24. By end-23, according to International Data Corporation
(IDC), SenseTime holds the second-largest market share in China for large-scale model
platforms and applications, and ranks third in the intelligent computing services market.

Ramping up efforts to improve profitability remains a key priority. In 1H24,
SenseTime’s losses declined by 26% yoy while net loss narrowed by 21% yoy. However,
achieving breakeven and reaching profitability remain a top priority. To achieve this,
SenseTime is working on several initiatives, including enhancing revenue quality, proactively
reducing operational costs, and implementing more cautious cost restructuring. In addition,
the company has a significant amount of outstanding account receivables from local
governments in China, which have been written down. If the central government initiates
support measures such as loans or bond issuances to help local governments address their
outstanding debts, this could support SenseTime’s collection of receivables, particularly from
local authorities.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2019 2020 2021 2022 2023
Net turnover 3,027 3,446 4,700 3,809 3,406
EBITDA 1,719 2,432 3,278 2,542 1,501
Operating profit (1,594) (2,219) (3,862) (6,075) (6,579)
Net profit (rep./act.) (4,963) (12,158) (17,140) (6,045)  (6,440)
Net profit (adj.) (4,963) (12,158) (17,140) (6,045) (6,440)
EPS (sen) (56.0) (133.0) (174.0) (19.0) (20.0)
PE (x) (2.4) (1.0) (0.8) (7.1) (6.7)
P/B (x) (1.3) 0.7) 1.4 1.6 1.9
EV/EBITDA (x) (41.8) (30.8) (15.9) (10.0) (9.5)
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (164.0) (352.8) (364.7) (158.7)  (189.1)
Net debt/(cash) to equity (%) - - (62.5) (35.0) (21.5)
Interest cover (x) (10.6) (19.7) (117.9) (93.6) (44.1)
ROE (%) - 46.0 - (20.9) (20.9)

Consensus net profit - - - - -
UOBKH/Consensus (x) - - - - -
Source: SenseTime, Bloomberg, UOB Kay Hian

NOT RATED

Share Price HK$1.53
Target Price n.a.
Upside n.a.

COMPANY DESCRIPTION

SenseTime Group Inc develops Al software
products, computer vision software products
and other products in China.

STOCK DATA

GICS sector Software
Bloomberg ticker: 20 HK
Shares issued (m): 34,527.8
Market cap (HK$m): 53,767.9
Market cap (US$m): 6,989.6
3-mth avg daily t'over (US$m): 112.5

Price Performance (%)

52-week high/low HK$1.77/HK$0.58

1mth 3mth 6mth 1yr YTD
13.6 (8.8) 60.3 (12.0) 7.8
Major Shareholders %
Lin Jiemin 6.3
SVF Sense Pte Ltd 3.6
FY24 NAV/Share (Rmb) 1.12
FY24 Net Cash/Share (Rmb) -0.37
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¢ Integration of SenseTime’s LLM with industry’s auto partners. Smart auto revenue
doubled yoy in 1H24, contributing 10% of total revenue. This was bolstered by unit
shipments soaring by more than 100% yoy in 1H24. SenseTime offers an automotive agent
based on a pilot cabin cloud, which has been adopted by several multinational OEMs,
including BYD, Xiaomi, Audi, Nissan, Nexus, Toyota, and Honda. SenseTime’s end-to-end
solution is comparable to Tesla's full self-driving (FSD) in China and anticipates that Tesla's
FSD entry into the Chinese market will significantly boost demand for SenseTime’s Al-driven
autonomous driving solutions. For instance, SenseTime’s latest models that incorporate its
large model products in the cabin include Xiaomi's first electric vehicle, the SU-7, featuring
an Al assistant with multimodal capabilities. In addition, Shanghai Auto's models, such as IM
L6, L7, LS6 and LS7, have integrated SenseTime’s products, including SenseChat, children's
stories and Al diagnosis.

SenseTime’s development of a native multimodal large model for vehicles has achieved an
initial response time of 60 milliseconds and an inference speed of 40 tokens per second,
making it compatible with mainstream automotive chips.

Synergy between SenseCore and SenseNova to boost overseas expansion. Overseas
revenue rose 40% yoy in 1H24, accounting for 80% of total revenue. Currently, SenseTime is
working with over 3,000 leading enterprises across various industries, providing enterprise-
grade generative Al solutions spanning cloud, on-premise, data centres, and edge devices.
SenseTime believes its core competitive advantage lies in the synergy between its
SenseCore foundation model and large language models, which enables rapid model
iteration and reduces inference costs. The company continues to operate one of the largest
artificial intelligence data centres (AIDC) in China and across the Asia-Pacific region, and is
among the first to receive 5A certification by national standards for its AIDC environment.
Currently, it manages over 50,000 GPUs and more than 20,000 petaflops of compute power.
By end-24, SenseTime expects its managed compute power to exceed 25,000 petaflops.

¢ For GPU procurement and capex, SenseTime’s strategic direction is to transition towards a
light-asset model, focusing on leasing and rentals. It has several industry partners supporting
its GPU supply, particularly in overseas markets, including AIDC. Moving forward,
SenseTime will likely prioritise this light-asset, lease-and-rental model to maintain operational
expenses at a healthy level. The company anticipates overall capex to remain stable at
Rmb700m per reporting period.

¢ Strategic plan and monetisation model for To-C still in early stage. SenseMirage is a
relatively new product line for SenseTime, launched only in Aug 24. SenseTime has a strong
history of targeting large markets, and its approach to the consumer (To-C) market has
typically been through expanding its portfolio via investment partnerships and strategic
investments in fund-managed portfolio companies. Historically, SenseTime has allocated
around 10% of the company’s fundraising proceeds towards ecosystem investments and
partnerships, including those related to the To-C strategy. Over time, it has raised more than
US$6.2b in funding, and invested US$600m into equity investments and portfolio companies.

e However, revenue from the To-C market for SenseTime remains significantly smaller
compared with business-to-business (To-B) operations. This is primarily due to the large
scale of To-B revenue, particularly from enterprises and SOEs. In terms of building out
compute power AIDC and related infrastructure, SenseTime has been collaborating with
several leading industry players to further expand its infrastructure capabilities. Many of
these projects are based in China, where the company has been invited by local partners
and SOEs to serve as their technology and R&D provider which facilitates SenseTime'’s
market share and infrastructure expansion.

EARNINGS REVISION/RISK

¢ a) Intensified competition in the Al industry, b) lower-than-expected progress in
commercialisation, and c) domestic and international policy risks.

SHARE PRICE CATALYST

¢ a) Faster-than-expected implementation of C-end applications, and b) strong performance of
the smart auto business.

SMART AUTO

YR

“Pilat.Cabin-Cloud™

Source: SenseTime, UOB Kay Hian

SMART CABIN

Sourc enseTime, UOB Kay Hian

SENSECORE: THE COREWEAVE

W CoreWeave

Source: SenseTime, UOB Kay Hian

COMMERCIALISATION OF SENSENOVA

Source: SenseTime, UOB Kay Hian

COMMERCIALISATION OF SENSE MIRAGE
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PROFIT & LOSS
Year to 31 Dec (Rmbm)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (Rmbm)
Operating

Pre-tax profit

Tax

Deprec. & amort.

Working capital changes
Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2020
(1,135)
(12,319)
161
(570)
10,528
11,743
(10,684)
(7,305)
1,277)

2
(6,028)
13,195

4920
1,352
6,923
4755
6,673
(131)

2021
4,700
(3,204)
(658)
(3,862)
13,381
40
(141)
(17,142)
36

37)
(17,140)
(17,140)

2021
(2,382)
(17,142)
(36)
(658)
3,385
16,126
(4,099)
(1,685)
(1,073)

(612)
9,169

856
(310)
3,936
5,102
11,428
(243)

2022
3,809
(5,107)
(968)
(6,075)

2022
(2,925)
(6,333)
240
(968)
(7,088)
2,433
8,788
(9,517)
(4,890)

5
(4,627)
3876

86
3,078
2,843

(2,131)

(8,567)

16,530

487

2023

3,406
(5,329)
(1,250)
(6,579)

2023
(3,010)
(6,504)

(1,250)
(4,548)
2,870
6,392
3,000
(1,356)

12
4,446
1,381

31
1,648
1,064

(1,361)
1,461
7,963

153

BALANCE SHEET
Year to 31 Dec (Rmbm)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2020

2,242
72
5,044
26,682
38,479
504
9,229
9,822
48,895
694
49,589
(21,068)

2020

(3575
(3575
(352.8

(39.0

_— = =

13.9
35.7
50.9
39.3
175.0
100.4

168.5

(19.7)

2021

3,341
1,208
11,538
16,546
36,944
0
2,795
2,795
1,641
521
2,162
31,893

2021

(364.7
(364.7
(364.7

(455

_ == =

36.4
94.2
155
74.0
318
564.4

5.3
5.6
(62.5)
(117.9)

2022

7,314
1,912
14,447
7,077
37,427
321
3,002
3,323
4,408
682
5,090
28,970

(19.0)
59.4
471
57.3

(96.7)

(94.1)

145

16.9
(35.0)
(93.6)

2023

7,728
1,692
10,887
6,053
32,888
194
3,093
3,287
6,099
346
6,445
23,159

2023

(191.0
(191.0
(189.1
(19.6
(278

= 2D =2

(10.6)
43
292
8.3
(81.7)
783.0

218
278
(21.5)
(44.1)
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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 or jurisdictions 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 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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