
EQUITY: TECHNOLOGY

China Technology
Global Markets Research

11 January 2023

Key takeaways from Corporate Day 2023

Quick Note
We hosted China Cloud/Software Corporate Day 2023 on 10-11 Jan. During the two-day 
conference, we held meetings with SenseTime (20 HK, Not Rated), Chinasoft (354 HK, 
Buy) and Kingsoft Office (688111 CH, Neutral). Below are key takeaways:

SenseTime: AI (artificial intelligence) leader further engages in business 
development
While 2022 turned out to be a challenging year for the business considering COVID-19 
situation as well as macro environment, SenseTime continued to develop its business and 
further enhance its market capabilities in providing AI software, solutions and AI as a 
service.

As of 1H22, the company has 5k+ employees while two-thirds are R&D staff. SenseTime 
has accumulated more than 50k AI models and more than 10k IP (intellectual property) 
And the computing power in its AIDC (artificial intelligence data center) has reached 2.5 
exaFLOPS (while 1.0 exaFLOPS is available for providing AI as a service to customers). 
While still facing some impact from COVID during 2H22, management expressed that it 
will continue to proactively develop its AI business, targeting at extending its computing 
power to 5 exaFLOPS in its AIDC by end-2023.

Within its four business sectors, namely smart city, smart business, smart life, and smart 
auto, the company sees business for smart life, and smart auto now playing a more 
important role in its overall business, and believes that these two segments will contribute 
more to total revenue in the coming few years.

For its smart auto business, SenseAuto (a brand of auto related business for SenseTime) 
now has about 1k employees with accumulated 30+OEM clients and has already signed 
for 60+ car models using SenseTime AI models/solutions. Looking forward, SenseTime 
will continue to focus on business opportunities within cockpit and smart driving segments, 
and also leverage from its knowhow in smart city projects. Meanwhile, its 2.5 exaFLOPS 
within its AIDC should help customers to train their autonomous driving algorithms, 
especially for the vision (camera) system.

On the potential impact from US-China tension on AI chips, management commented that 
it has adequate inventory on hand for AI chips while Nvidia’s (NVDA US) A800 could be 
an alternative if more needed. Therefore, the company expects limited impact in the short-
term. Meanwhile, within SenseTime’s AIDC, about 15% (260+ PTOPS) are now using 
China domestic AI chips, in line with the independent and controllable technology trend. 
Therefore, from another angle, local substitution might help on improving computing power 
for local AI companies in the long run.

Chinasoft: expecting potential recovery trend into 2023
Considering the overall macro environment in the China market in 2022, COVID impact as 
well as industry slowdown including its key customer Huawei (unlisted), the company 
expressed that 2H22 might be the toughest half-year period for it and the entire IT 
industry. On the other hand, management expects to see a recovery trend for both top line 
and margins into 2023, should both macro environment and situation for its customers 
improving.

According to management, given the independent and controllable technology trend in the 
China market, Chinasoft will try to ride on such opportunities and enjoy healthy growth on 
rising demand, especially for its OpenHarmony-related business. Chinasoft is also 
focusing on business opportunities within the smart vehicle segment, by providing OS 
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(operating system) based on OpenHarmony in near future.

Within its cornerstone business, management commented that its software factory should 
eventually help the company to achieve cost reduction and higher efficiency with fewer 
people involved. And it will be an ongoing change in the next few years, which will not 
happen within a short period of time. For its cloud business, with more SOEs (state-owned 
enterprise) embracing cloud infrastructure, the company expects a solid outlook for such 
business demand into 2023.

Kingsoft Office: user experience optimization to be the key for its long-term growth
Regarding short-term impact from COVID situation, management commented that there 
might be some negative impact on the institution subscription business into 4Q22 as some 
projects might be delayed. Meanwhile, the individual subscription business should remain 
intact and KO’s staff can generally work from home in Beijing, hence limited impact on 
other business segments.

On the demand related to independent and controllable technology trend, KO has 
separated this into business from government and from SOEs. Demand from government 
is categorized as licensing business model and the company believes such demand is 
generally policy-driven, therefore currently difficult to predict the outlook into 2023. 
Meanwhile, for demand arising from SOEs, management categorized those businesses 
into institution subscription business while it provides both office software based on Linux 
system (again related to independent and controllable technology trend) as well as 
products based on Windows system. As the actual penetration for such products within 
SOEs is still relatively low, KO targets to further improve the penetration of such 
subscription model in the future.

For its individual subscription business, due to some weakness in the demand for 
smartphone and PCs in 2022, the company’s MAU (monthly active user) remained 
stabilized in the past two quarters. Looking forward, KO targets at further improving its pay 
ratio and ARPU (average revenue per unit) level, leveraging from its advantage compared 
to Microsoft (MSFT US) in the China market, by providing some unique functions and 
upgraded membership system.

Looking at the market after reopening in China, management expects to see demand 
rising from middle-to-small size enterprises or SOEs while demand from large-size SOEs 
and individuals should remain relatively stable. Overall, while the institution business (both 
licensing and subscription) might be more or less driven by policies, the company will 
continue to focus on product upgrades and user experience optimization to further 
develop its business and be prepared when demand arises. On 2023 marketing and R&D 
budget, management believes that the company will try to maintain a reasonable expense 
ratio as a percentage of revenue into the new year.
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Analyst Certification 

I, Joel Ying, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views about any 
or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation was, is or will be 
directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of my 
compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc., 
Nomura International plc or any other Nomura Group company.
 
Issuer Specific Regulatory Disclosures
 
The terms "Nomura" and "Nomura Group" used herein refer to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura 
Securities International, Inc. ('NSI') and Instinet, LLC ('ILLC'), U. S. registered broker dealers and members of SIPC. 
 
Materially mentioned issuers
 
Issuer Ticker Price Price date Stock rating Sector rating Disclosures
Chinasoft International 354 HK HKD 7.12 11-Jan-2023 Buy N/A  
Kingsoft Office 688111 CH CNY 267.56 11-Jan-2023 Neutral N/A  

 
Chinasoft International (354 HK) HKD 7.12 (11-Jan-2023) Buy (Sector rating: N/A)
Rating and target price chart (three year history)

Date Rating Target price Closing price
23-May-22 Buy 6.89
23-May-22 9.90 6.89

For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology Our TP of HKD9.90 is based on 16x 2023F EPS of CNY0.53. The target multiple we use is above its 
historical average, which is below our 2021-24F earnings CAGR of 21% for Chinasoft. The benchmark index for this stock is 
HSI Index.
Risks that may impede the achievement of the target price Downside risks include: 1) slower-than-expected cornerstone 
business expansion with key customers due to the loss of wallet share or slower growth rate from key customers; 2) slower-
than-expected development of cloud intelligent business due to market competition or self-development issue; and 3) lower-
than-expected operating efficiency which has a negative impact on the company's profitability.
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Kingsoft Office (688111 CH) CNY 267.56 (11-Jan-2023) Neutral (Sector rating: N/A)
Rating and target price chart (three year history)

Date Rating Target price Closing price
27-Oct-22 Neutral 270.30
27-Oct-22 256.00 270.30
14-Jul-22 220.00 175.03
07-Apr-22 230.00 180.28
29-Sep-21 Buy 269.77
29-Sep-21 314.00 269.77

For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology Our TP of CNY256.00 is based on DCF valuation method. Our DCF valuation assumes a WACC of 
8.7%, market risk premium of 8.7% and terminal growth rate of 3.5% while we discounted back cash flow to 2023 as a 12-month 
forward valuation. Our TP implies a 30x/23x P/S 2022F/2023F. The benchmark index for this stock is CSI 300.
Risks that may impede the achievement of the target price Downside risks include: 1) weaker-than-expected demand from 
independent and controllable technology initiative in the China market; 2) slower-than-expected development of the subscription 
business; and 3) increasing competition for the collaboration business in the SaaS market. Upside risks include: 1) stronger-
than-expected demand from independent and controllable technology initiative in the China market and 2) faster-than-expected 
development of the subscription business.

Important Disclosures 
Online availability of research and conflict-of-interest disclosures
Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital IQ, Factset, Reuters and ThomsonOne.
Important disclosures may be read at http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx or requested 
from Nomura Securities International, Inc. If you have any difficulties with the website, please email grpsupport@nomura.com for help.
 
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a 
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are 
not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSI, and may not be subject to FINRA Rule 
2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.
 
Nomura Global Financial Products Inc. (NGFP) Nomura Derivative Products Inc. (NDP) and Nomura International plc. (NIplc) are registered with 
the Commodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and NIplc are 
generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.
 
Distribution of ratings (Nomura Group) 
The distribution of all ratings published by Nomura Group Global Equity Research is as follows:
54% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 40% of companies with this 
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA) 
with this rating were supplied material services** by the Nomura Group.
42% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 61% of companies with 
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the 
EEA) with this rating were supplied material services by the Nomura Group
4% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 4% of companies with this 
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA) 
with this rating were supplied material services by the Nomura Group.
As at 31 December 2022.
*The Nomura Group as defined in the Disclaimer section at the end of this report. 
** As defined by the EU Market Abuse Regulation
 
Definition of Nomura Group's equity research rating system and sectors
The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock, 
subject to limited management discretion. An analyst’s target price is an assessment of the current intrinsic fair value of the stock based on an 
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow 
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated 
target price, defined as (target price - current price)/current price.
 
STOCKS
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', 
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that 
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended', indicates that the rating, target 
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies. Securities and/or companies 
that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage. Investors should not expect continuing or 
additional information from Nomura relating to such securities and/or companies. Benchmarks are as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed at: 
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; Global Emerging Markets (ex-Asia): MSCI 
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology; Japan: Russell/Nomura Large Cap.
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SECTORS
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral' stance, 
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that 
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as 'Not rated' or shown as 
'N/A' are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging 
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.
 
Target Price
A Target Price, if discussed, indicates the analyst’s forecast for the share price with a 12-month time horizon, reflecting in part the analyst's 
estimates for the company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends, and 
by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.
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(a) Nomura Securities Co., Ltd. ('NSC') Tokyo, Japan, (b) Nomura Financial Products Europe GmbH (‘NFPE’), Germany, (c) Nomura 
International plc ('NIplc'), UK, (d) Nomura Securities International, Inc. ('NSI'), New York, US, (e) Nomura International (Hong Kong) Ltd. 
(‘NIHK’), Hong Kong, (f) Nomura Financial Investment (Korea) Co., Ltd. (‘NFIK’), Korea (Information on Nomura analysts registered with the 
Korea Financial Investment Association ('KOFIA') can be found on the KOFIA Intranet at http://dis.kofia.or.kr, (g) Nomura Singapore Ltd. (‘NSL’), 
Singapore (Registration number 197201440E, regulated by the Monetary Authority of Singapore) (h) Nomura Australia Ltd. (‘NAL’), Australia 
(ABN 48 003 032 513), regulated by the Australian Securities and Investment Commission ('ASIC') and holder of an Australian financial services 
licence number 246412, (i) Nomura Securities Malaysia Sdn. Bhd. (‘NSM’), Malaysia, (j) NIHK, Taipei Branch (‘NITB’), Taiwan, (k) Nomura 
Financial Advisory and Securities (India) Private Limited (‘NFASL’), Mumbai, India (Registered Address: Ceejay House, Level 11, Plot F, 
Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; Tel: 91 22 4037 4037, Fax: 91 22 4037 4111; CIN No: 
U74140MH2007PTC169116, SEBI Registration No. for Stock Broking activities : INZ000255633; SEBI Registration No. for Merchant Banking : 
INM000011419; SEBI Registration No. for Research: INH000001014. ‘CNS Thailand’ next to an analyst’s name on the front page of a research 
report indicates that the analyst is employed by Capital Nomura Securities Public Company Limited (‘CNS’) to provide research assistance 
services to NSL under an agreement between CNS and NSL. ‘NSFSPL’ next to an employee’s name on the front page of a research report 
indicates that the individual is employed by Nomura Structured Finance Services Private Limited to provide assistance to certain Nomura 
entities under inter-company agreements. 'Verdhana' next to an individual's name on the front page of a research report indicates that the 
individual is employed by PT Verdhana Sekuritas Indonesia ('Verdhana') to provide research assistance to NIHK under a research partnership 
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Other than disclosures relating to the Nomura Group, the Nomura Group does not warrant, represent or undertake, express or implied, that the 
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by law and/or regulation, does not accept liability (in negligence or otherwise, and in whole or in part) for any act (or decision not to act) resulting 
from use of this document and related data. To the maximum extent permissible by law and/or regulation, all warranties and other assurances 
by the Nomura Group are hereby excluded and the Nomura Group shall have no liability (in negligence or otherwise, and in whole or in part) for 
any loss howsoever arising from the use, misuse, or distribution of this material or the information contained in this material or otherwise arising 
in connection therewith.
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the opinions and estimates contained herein, are subject to change without notice. The Nomura Group, however, expressly disclaims any 
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whole or in part) for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, 
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use or misuse of any of the information 
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