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Screener Ratings

Overall: 6

Value: 8

Growth: 6

Dividend Income: 3
Defensive: 7

Competitive Advantage: 7

Summary

Baidu is China's leading search engine transitioning into an Al leader. While its cheap valuation and $194B cash
cushion provide downside protection, success hinges on monetizing Al/cloud services amid intense competition.
Conservative investors might wait for clearer signs of Ernie's profitability.

Bull Case

Baidu could dominate China's Al race through Ernie's open-source ecosystem, capturing 1B+ users. Partnerships with
Apple and autonomous driving progress may unlock $10B+ new revenue streams by 2030. With shares trading at 0.13x
book value, patient investors get China's Google at fire-sale prices.

Bear Case

Baidu risks becoming a value trap-its core search business is declining, while Al investments may never pay off due to
government interference and competition. Free Ernie Bot adoption could backfire if monetization fails, and U.S.
delisting fears may trigger further multiple compression.

Recent News

¢ Baidu plans to open-source its Ernie AI model by June 2025 and offer Ernie Bot for free from April 2025, aiming to
accelerate Al adoption (Verdict).

e Partnership with Apple to integrate Al features into iPhones in China, leveraging local models to comply with
regulations (GuruFocus.com).

e Recent stock gains (+19.65% monthly) driven by Al chatbot plans, though facing competition from Alibaba and
DeepSeek (Investor's Business Daily).

e Upcoming Q4 earnings expected to show a 42.21% YoY EPS decline, with revenue projected at $4.56B (-7.31%
YoY) (Zacks).

Financial Analysis

e Revenue growth: +25.7% from 2020 ($107.07B) to 2023 ($134.60B), though Q3-Q4 2023 saw sequential declines
($34.95B to $31.51B).

e Net margin recovery: 6% (2022) -> 15% (2023), but quarterly volatility (19% in Q3 2023 vs. 7% in Q4 2023).

e FCF improvement: $8.88B (2021) -> $25.32B (2023), supporting R&D ($24.19B in 2023) and share buybacks
($-4.76B in 2023).

e Debt reduction: Total debt decreased from $91.35B (2022) to $84.59B (2023), with net debt at $51.22B.
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Undervaluation signals: P/E 12.96, P/B 0.13, and P/S 0.26 vs. industry peers, suggesting margin of safety.
e Improving efficiency: ROE doubled from 3% (2022) to 8% (2023); asset turnover stable at ~0.33x.
Liquidity strength: Current ratio 3.01 (2023), supported by $193.90B in cash/short-term investments.

e Declining leverage: Debt/Equity fell from 0.77 (2020) to 0.59 (2023), reducing financial risk.

Baidu's low valuation multiples contrast with its cash-rich balance sheet and Al leadership, suggesting market
skepticism about monetizing new initiatives. The 42% YoY EPS decline projection highlights near-term profitability risks
from competitive/regulatory pressures, while strategic open-sourcing of Ernie could drive long-term ecosystem growth.

S.W.0.T. Analysis

Strengths:

e $193.9B liquidity position
e Dominance in Chinese search (70%+ market share)
e Pioneering Al capabilities (Ernie Bot)

Weaknesses:

e Revenue concentration in China (geopolitical risk)
e Declining core advertising growth (-7% YoY projected)
e High R&D burn rate ($24B/year)

Opportunities:

e Al-powered cloud/services expansion
e Global partnerships (e.g., Apple integration)
e Autonomous driving monetization

Threats:

e Regulatory crackdowns on tech sector
e U.S. delisting risks (HFCAA audit disputes)
e Ernie monetization challenges

Industry Overview

Threat of New Competitors: Moderate-High. Capital-intensive Al R&D creates barriers, but open-source models
lower entry costs for competitors.

Competition Among Existing Firms: High. Competing with Alibaba, Tencent, and startups like DeepSeek in Al/cloud
services.

Suppliers' Bargaining Power: Low. Baidu's scale and $180B+ liquidity reduce dependency on individual suppliers.
Buyers' Bargaining Power: High. Users/advertisers have multiple alternatives (e.g., ByteDance, Alibaba).

Threat of Substitute Products: High. Rapid Al innovation risks obsolescence (e.g., if GPT-5 outperforms Ernie).
Competitive Advantage

Cost Advantage: Scale-driven cost benefits in data acquisition/Al training, with $25B+ annual R&D spend.
Intangible Assets: Strong IP in NLP (Ernie Bot) and mapping services; 22.59B goodwill from acquisitions.
Network Effect: Ernie's open-source strategy may create developer ecosystem lock-in.

Switching Costs: Moderate. Integration with Apple iOS could increase user stickiness.
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Legal Disclaimer

The information contained in this report, including all text, data, analyses, opinions, and forward-looking statements, is provided solely for general
informational purposes and does not constitute financial, investment, legal, or tax advice. The content has been generated by an artificial intelligence tool using
publicly available data and company filings. Although every effort has been made to ensure accuracy, the information is provided "as is" without any
warrantya€”express or implieda€”of completeness, accuracy, reliability, or suitability for any purpose.

Not Regulated Advice
e No FCA Authorization: We are not authorized or regulated by the Financial Conduct Authority (FCA) or any other financial regulatory body to offer

investment advice or recommendations. Nothing in this report should be construed as a solicitation, recommendation, or endorsement to buy, sell, or
hold any security or financial instrument.

o Independent Decision-Making: Investors are strongly encouraged to conduct their own research and consult with a licensed financial advisor or other
professional before making any financial decisions. Reliance on the information provided herein is solely at your own risk.
Forward-Looking Statements
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