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Advancing a 3Y Rmb380bn Al infrastructure build-out

Alibaba actively advancing a 3Y Rmb380bn Al infrastructure build-out
At the 2025 Apsara Conference held in Hangzhou on September 24, Alibaba Group's
CEO, Eddie Yongming Wu, delivered a keynote speech titled "The Path to Super Al,"

outlining the company's ambitious artificial intelligence strategy.” “An intelligence

revolution driven by Al has just begun,” he noted. According to Wu, achieving artificial
general intelligence (AGI) is now a certainty; this, however, is only the starting point.

The ultimate goal is artificial superintelligence (ASI) that can self-iterate and fully
surpass human capabilities. He outlined a three-stage path to ASI: (1) “Intelligent

Emergence,” where Al gains generalized intelligence by learning vast human
knowledge; (2) “Autonomous Action,” (the current phase) where Al masters tool use
and coding to “assist humans”; and (3) “Self-lteration,”
physical world and self-learns, ultimately “surpassing humans.” As a “full-stack Al

services provider,” Alibaba Cloud will execute on two core pillars: (i) keep the Qwen (i

# T ) family open-source and open; and (ii) build a “Super Al Cloud” as the

next-generation computer. Wu disclosed that Alibaba is actively advancing a three-year

Rmb380bn Al infrastructure program and will continue to increase investment. Under
the long-term plan, by 2032 the power consumption of Alibaba Cloud’s global data
centers is expected to be 10x that of 2022.

Qwen3-Max’s text capability surpasses GPT-5-Chat

Technically, the event was highlighted by the release of seven major model updates by

CTO lJingren Zhou, including the flagship large language model Qwen3-Max.
Qwen3-Max is Alibaba’s largest and most capable model to date. It comes in two
tracks—Instruct and Thinking. The preview version ranks third on the Chatbot Arena
leaderboard, surpassing well-known models such as GPT-5-Chat. On SWE-Bench

Verified—an evaluation of how well an LLM uses coding to solve real-world issues—the

Instruct variant scored 69.6, placing it in the global first tier. On Tau2-Bench, which

focuses on agent tool-calling capability, Qwen3-Max achieved a breakthrough score of

74.8, above Claude Opus 4 and DeepSeek-V3.1. The Thinking model also showed
standout performance: combining tool use and parallel reasoning, it set new highs on
reasoning tasks and reportedly achieved perfect 100-point scores on math-focused
AIME 25 and HMMT—said to be a first domestically.

A Super Al Cloud as the next-generation computer

The Super Al Cloud is positioned as the next-generation computer—accelerating the

industry’s shift from CPU-centric traditional computing to GPU-centric Al computing.
The new Al compute paradigm requires denser compute, more efficient networking
and larger cluster scale. Al will supplant energy as the most important “commodity,”
and tokens are the “electricity” of the future. The vast majority of Al capabilities will be
generated and delivered as tokens over cloud networks. Looking to the next decade,

Alibaba Cloud aims to be a full-stack Al services provider and management predicts

only five to six such super Al cloud platforms will exist globally in the future.

Cloud growth logic clearer; mid-term margin structure could improve
Alibaba Cloud has formed a Physical Al partnership with NVIDIA to jointly advance

embodied-Al applications. Alibaba Cloud’s Platform for Al (PAI) will integrate NVIDIA’s

Physical Al software stack and combine it with Alibaba Cloud’s big-data/Al platform

capabilities to provide end-to-end services—data preprocessing, synthetic-data

generation, model training/evaluation, robotics reinforcement learning, and simulation

testing—thereby shortening development cycles for embodied Al and ADAS-type use

cases. In our view, it can provide a standardized R&D environment for clients in sectors
like autonomous driving and robotics. This, combined with Alibaba's own large

language models (LLMs), significantly enriches the depth and appeal of Alibaba Cloud's

enterprise solutions.

We believe this year’s Apsara Conference marks Alibaba Cloud’s shift from a “follower”
to an “Al technology definer.” The coordinated breakthrough across the full stack
(models + infrastructure + ecosystem) adds visibility to medium/long-term cloud
growth. While the cloud growth logic is clearer and the margin mix could improve in

the medium term, elevated capex may weigh on near-term free cash flow. We
recommend investors to monitor the Group’s pace of Al commercialization and signs

of GPM improvement.
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Figure 2 Text Arena — Qwen3 Max ranking is higher than Chat-5-GPT
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Figure 3 Flagship model Qwen3-VL-235B-A22B performance is equal or better than Gemini 2.5 Pro
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Figure 4 Historical 5-year forward PE range
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Figure 5 Historical 5-year forward PB range
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Summary financials
Yr ended 31 Mar FY 2023 FY 2024 FY 2025 Yr ended 31 Mar FY 2023 FY 2024 FY 2025
Income Statement (CNY'm) Cash Flow Statement (CNY'm)
Revenue 868,687 941,168 996,347 Net Income 72,783 80,009 130,109
YoY% 1.8 8.3 5.9 Dep & Amort. 46,938 44,504 42,459
Gross profit 318,992 354,845 398,062 Working capital changs 13,482 (13,749) (23,988)
YoY% 1.7 11.2 12.2 Other adjustments 66,549 71,829 14,929
EBITDA 158,091 168,606 193,795 Cash From Operations (CFO) 199,752 182,593 163,509
YoY% 22.9 6.7 14.9 YoY% 39.9 (8.6) (10.5)
Net profit 72,783 80,009 130,109

YoY% 16.9 9.9 62.6 Capex (34,352)  (32,929)  (85,972)
EPS (Fully diluted) N/A N/A N/A Other investments (101,154) 11,105 (99,443)

YoY% N/A N/A N/A Cash From Investing Activities (135,506) (21,824) (185,415)
DPS N/A N/A N/A Free Cash Flow (CFO - Capex) 165,400 149,664 77,537

YoY% N/A N/A N/A YoY% 84.9 (9.5) (48.2)
Balance Sheets (CNY'm) Net change in debts 18,972 10,045 42,496
Cash & Cash Equiv 193,086 248,125 145,487 Shares issue & buyback (net) (74,735) (87,902) (86,652)
ST Investments 331,384 322,904 282,606 Dividends 0 (17,946) (29,077)
AR 32,134 30,686 31,172 Others (5,295) (9,927) (7,499)
Inventories 28,547 25,460 18,887 Cash from Financing Activities (61,058) (105,730) (80,732)
Other current assets 112,815 125,689 195,897
Total Current Assets 697,966 752,864 674,049 Opening cash 189,898 193,086 248,125
PP&E 253,459 262,088 242,550 Net Changes in Cash 3,188 55,039 (102,638)
LT Investments 245,737 220,942 356,818 Closing cash 193,086 248,125 145,487
Other Non-curr assets 555,904 528,970 530,832 Ratios
Total Non-Current Assets 1,055,100 1,012,000 1,130,200 Gross margin 36.7% 37.7% 40.0%

Ebitda margin 18.2% 17.9% 19.5%
Payables & Accruals 281,562 299,654 339,299 Net margin 8.4% 8.5% 13.1%
ST Debts 19,197 36,298 27,438 Payout 25.8% 22.5% 13.8%
Othe current Liabilities 84,592 85,555 68,609 Effective tax 17.4% 22.2% 22.8%
Total Current Liabilities 385,351 421,507 435,346
LT Debts 176,372 169,316 220,672 Ebit margin (%) 10.0 10.8 17.2
Othe LT Liabilities 68,400 61,407 58,103 Interest burden (x) 1.02 1.00 0.91
Total Long-Term Liabilities 244,772 230,723 278,775 Tax budren (x) 0.81 0.78 0.83
Asset turnover (x) 0.50 0.54 0.56

Shareholders' Equity 999,537 997,307 1,021,593 Leverage (x) 1.76 1.76 1.77
Minority interests 123,406 115,327 68,535 ROE 7.5% 8.1% 13.0%
Total Equity 1,122,943 1,112,634 1,090,128 ROIC 5.5% 5.9% 8.3%
Total Debts 195,569 205,614 248,110 Total debts / Total Capital 14.8% 15.6% 18.5%
Net cash / (debts) (2,483) 42,511 (102,623) Net debts / SH Equity 0.2% Netcash 10.0%

Source: Company data, Crosby Securities
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The information and opinions in this report were prepared by Emperor Securities Limited and Crosby Securities Limited and/or its affiliate(s) (collectively,
hereinafter “Emperor and Crosby”) and the research analyst(s) named in this report.

Analyst Certification Disclosure

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that
the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared
in an independent manner, including with respect to Emperor and Crosby, and (2) no part of his or her compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed by that research analyst in the research report.

Each research analyst primarily responsible for the content of this research report further confirm that (i) neither they nor their respective associates (as defined
in the Code of Conduct issued by the Hong Kong Securities and Futures Commission) have dealt in or traded in the stock(s) covered in this research report
within 30 calendar days prior to the date of issue of the report; (ii)) neither they nor their respective associates serve as an officer of any of the Hong Kong
listed companies covered in this report; and (iii) neither they nor their respective associates have any financial interests in the stock(s) covered in this report.

Stock Ratings Disclosure:

Fundamental Rating System

Our Fundamental Ratings are based on our estimated potential total return for the stocks over a 12-month time horizon. Potential total return is the sum of
(1) share price upside or downside express in percentage plus (2) gross dividend yield over the next 12 months.

Buy (B): The stock’s potential total return is expected to be over 10%/15% for Large Caps/Small&Mid Caps, respectively.
Neutral (N): The stock’s potential total return is expected to be ranging from -10% to 10%/15% for Large Caps/Small&Mid Caps, respectively.
Sell (S): The stock’s potential total return is expected to be less than -10% over the next 12 months.

Tactical Call Rating System

Our Tactical Calls are based on short-term share-price catalyst(s), technical factor(s) and/or quantitative analysis for a time horizon of 3 months. Our Tactical Calls
could be on companies not covered by our fundamental rating system or contrary to our fundamental ratings of the same companies.

Tactical Buy (TB): The stock’s potential total return is expected to be over 20%.
Tactical Sell/Short (TS / TSH): The stock’s potential total return is expected to be less than -20%.

Closure/Expiry of Tactical Call: Our Tactical Call(s) will be considered closed or expires when (1) the share price(s) of our tactical Call(s) reaches either the Take-
Profit or Cut-Loss levels after the initiation of the Tactical Call(s); or (2) after 3 months from the initiation of the Tactical Call(s), whichever comes earlier.

Not Rated (NR): Stocks that we have no Fundamental or Tactical Call rating

Under Review (UR): An indication of the stock's target price and/or rating are subject to possible change in the near term, usually in response to an event that
may affect the investment case or valuation.

We generally define LargeCaps as companies with a total market capitalization of USS5bn or above, while those with total market capitalization below this level
are defined as Small&Mid Caps.

Due to daily price volatility, actual total market capitalization of stocks of defined size categories may temporarily deviate from the above thresholds and potential
total return of stocks covered by our Fundamental Rating System may temporarily be inconsistent with the defined potential total return associated with the
assigned fundamental ratings.
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This report has been prepared based on information available to the public that we consider reliable, but Emperor Securities Limited and Crosby Securities Limited
(“Emperor and Crosby”) has not independently verified the contents hereof and does not represent or warrant, expressly or impliedly, that it is fair, accurate,
timely, reasonable or complete and it should not be relied on as such The information and opinions contained herein are for investors’ reference only and do not
take into account the particular investment objectives, financial situation or needs of individual clients, and does not constitute an offer to buy or sell or a
solicitation of an offer to buy or sell the securities or other financial products or provide any investment advice or service. Under no circumstances shall the
information contained herein or the opinions expressed herein constitute a personal recommendation to anyone.

Emperor and Crosby may have positions in and may effect transactions in the securities of company(ies) referred to in the research report and may also perform
or seek to perform investment banking or financial advisory services for those companies. Investors should aware that there is a possible conflict of interest that
would affect the objectivity of the research reports attached herein. Emperor and Crosby and our officers, directors and employees, excluding equity and credit
analysts, may from time to time have long or short positions in, act as principal in, and buy or sell, the securities or other financial products, if any, referred to in
this report.] Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and
other aspects before participating in any transaction in respect of the securities of company(ies) covered in this report. None of Emperor and Crosby, its
shareholders or any of its or their related personal shall be liable in any manner whatsoever for any loss or consequences howsoever arising from any use of or
reliance on this document or any of its contents or otherwise in connection therewith.

The information contained in this report, as well as the opinions, valuations, ratings, estimates and forecasts are subject to change and may be amended from
time to time without any notification. Past performance is not a reliable indicator of future performance. At different period, Emperor and Crosby may release
reports which are inconsistent with the opinions, valuations, ratings, estimates and forecasts contained herein.

Emperor and Crosby’s salespeople, traders, and other professionals may provide oral or written market commentary or trading ideas that may be inconsistent
with, and research different conclusion from, the recommendations and opinions presented in this report. Such ideas or recommendations reflect the different
assumptions, views and analytical methods of the persons who prepared them, and Emperor and Crosby is under no obligation to ensure that such other trading
ideas or recommendations are brought to the attention of any recipient of this report. Emperor and Crosby’s asset management areas, proprietary trading desks
and other investing business may make investment decisions that are inconsistent with the recommendations or opinions expressed in this report.

THIS DOCUMENT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT. IT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE REPRODUCED,
REDISTRIBUTED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY PURPOSE. NEITHER THIS
DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMISTTED OUTSIDE OF HONG KONG. THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS
MAY BE RESETRICTED BY LAW, AND PERSONS IN TO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY
SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS.

This report is distributed in Hong Kong. The research report herein are not provided to and may not be used by any person or entity in any jurisdiction where the
provision or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or regulatory or self-regulatory organization or
clearing organization or where Emperor and Crosby is not authorized to provide such information or service.

Copyright of this report belongs to Emperor and Crosby. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited
without Emperor and Crosby’s written permission.

Please refer to the end of this report for analyst certifications and required disclosure information. 7



