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Baidu 2022 Investing Summary 

Baidu is the Google of China with 80% market share on search – that leads to healthy and stable 

advertising revenues and cash flows which give it value. Operating cash flows from the search core 

business have been $4 billion in 2021. 

But, then we have the other like iQIYI that burn money – iQIYI burned $1 billion in 2021, investments 

took $5 billion, plus capital expenditures took $1.7 billion. On the other hand, there is $25 billion of 

cash on the balance sheet (net about $12 billion given there is also 13 billion of debt) that brings 

some cash flows (likely $1 billion on the average 4%) per year. 

To sum up - $4-1-5-1.7+1 = -2.7 billion per year in cash. 

Thus, yes there is value, but the remainder is a bet – a bet on AI, Cloud and Robotaxies where for 

now that is just burning money. 

Description of the investment: 

There should be value but the unlocking of that value is uncertain. 10% of revenues goes for stock 

based compensation which is a lot by all standards and buybacks don’t keep up.  

It is cool with the robotaxies etc. but not really a value investment with low risk high reward. 

Medium risk and medium reward. 

If the AI, robotaxies etc. get some traction and start making money, this will do well, if not, it will 

stay in its value limbo and follow happenings with Chinese related stocks. 

It is value for a diversified value portfolio. For more concentrated portfolios, the risk of getting stuck 

is significant. 

Baidu 2021 Earnings Update 

Core business growth was 9% for the quarter and in line with the industry. Non-core revenues were 

up 71% over the year and already reaching $3.3 billion  driven by cloud and other AI-powered 

businesses. 

 

This growth isn’t pushing cash flows higher, iQIYI isn’t making money and other ventures are also not 

making any.  
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But, the management is all about AI talk and autonomous driving. 

They also mention repurchases often, but the number of shares actually went up and share based 

compensation is 10% of revenues. 
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Shares going up: 
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There should be $28 billion in cash there. 

 

That cash brings interest income but; 
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All in all, it is a stable situation with cash reinvested and kept there. 

 

ADS equivalent shares 344,933,202 

1.5 billion in FCF is $4.2 per share. It is not $2.5 billion as in 2020.  

So, it is about when will all these investment make money, and then what with the humongous cash 

$72 per share. Ok, half of that if I deduct the debt they have. Thus $36 per share – not that much.  
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I have lowered the cash flows from 2.5 billion to 1.5 billion and made it per share. 

 

Also adding the 32 billion of cash and hopeful investment value in things not yet profitable-  the 

average value gets to where we are not.  

The cash flow lower is better because I can’t mix the cash from gained from the interest on the cash 

and then again add the cash position back – that would be counting twice.  

It remains a bet on robotaxies – while the management will likely not reward shareholders in 

western fashion. 

The cash on one hand, makes this incredibly cheap – you get the upside of robotaxies there plus you 

have the very profitable core business that is still growing.  

 


