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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 S5 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 Al, 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 Al, 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 Al-powered
businesses.

Fiscal Year 2021 Results
Total revenues were RMB 124.5 billion (US519.54 billion), increasing 16% year over year.

+ Revenue from Baidu Core was RMB 95 2 billion (US514.93 billion), increasing 21% year over year; online marketing revenue was
RIMB 74.0 billion (US$11.60 billion), increasing 12% year over year, and non-online marketing revenue was RMB 21.2 billion
(US$3.33 billion), up 71% year over year, driven by cloud and other Al-powered businesses.

* Revenue from iQIYI was RMB 30.6 billion (IJS%4.80 billion), increasing 3% year over year.

Cost of revenues was RMB 54.3 billion (US$10.09 billion), increasing 17% year over year, primarily due to an increase in content costs,
traffic acquisition costs, bandwidth costs, cost of goods sold and other costs related to new Al business.

This growth isn’t pushing cash flows higher, iQlYI isn’t making money and other ventures are also not
making any.
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Baidu, Inc.
Cond 4 C lidatad Gtat, ts of Cash Flows
(In millions, unaudited)

Twelve months ended Twelve months ended Twelve months ended
December 31, 2020 (RMB) December 31, 2021 (RMB) December 31, 2021 (US$)
Baidu Qv Baidu, Baidu iQryl Baidu, Baidu iQryl Baidu,
excl. iaryl Inc. excl. iQryl Inc. excl. iQlyl Inc.
Net cash provided by (used in) operating activities 29,611 (5.411) 24,200 26,074  (5952) 20,122 4,092 (934) 3,158
Met cash (used in) provided by investing activities (27,711) 159 (27,552)  (32,706) 1,262  (31,444) (5,132) 198 (4,934)
Met cash (used in) provided by financing activities (3,700) 9,374 5,665 26,355  (2,959) 23,306 4,135 (464) 3,671
Effect of exchange rate changes on cash, cash equivalents
and restricted cash (121) {91) (212) (726) (217) {943) (114) (34) (148)
Net (decrease) increase in cash, cash equivalents and
restricted cash (1,930) 4,031 2,101 18,997  (7,866) 11,131 2,981 (1,234) 1,747
Cash, cash equivalents and restricted cash
Al beginning of period 27,529 6,910 34 439 25,599 10,941 36,540 4017 1,716 5,733
At end of period 25,599 10,941 36,540 44,596 3,075 47.671 6,998 482 7,480
Net cash provided by (used in) operating activities 29,611 (5411) 24,200 26,074  (5,952) 20,122 4,092 (934) 3,158
Less: Capital expenditures (4.843) (241) (5,084) (10.634) (262) (10,896) (1.663) (41) {1,710}
Free cash flow 24,768 (5,652) 19,116 15,440 (6,214) 9,226 2,423 (975) 1,448

Mote: Baidu excl. iQIY| represents Baidu, Inc. minus iQIYT's consclidated cash flows.

But, the management is all about Al 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.

Other Highlights
Corporate

+ Baidu returned US$615 million to shareholders under its 2020 Share Repurchase Program in the fourth quarter of 2021, bringing the
cumulative repurchase to approximately US$1.2 billion in 2021. As of the end of 2021, the Company had returned approximately
US$2.9 billion to shareholders under the 2020 Share Repurchase Program.

+ Baidu's ESG rankings were further improved in 2021. Our MSCI ESG rating was upgraded three times in two years to achieve BBB,
and our Sustainalytics ESG risk rating was ranked Top 18 among 234 Internet Software and Services companies globally.

Al Cloud
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Baidu, Inc.
Reconciliations of Non-GAAP Financial Messures to the Nearest Comparable GAAP Measures
{In mrillicns encept for ADS and per ADS information, unaudiled)

Twehie monfs ended Twehre monfs ended Twehe monfs ended
December 31, 2020 [RMB) Decamber 31, 2021 [RMB) December 31, 2021 [USS)

Baidu  iQN1 Baidwinc. Baidu  jONI Baidwlc  Baidu 0Nl Baidu nc

Core Core Core
Qperating incoms {loss) WEE (B WM 15M2 (4473 0518 13 L=
Add: Share-hased compensafion xpenses 538 13 G SET 120 TO5E 916 W7
Aud: Amorizafion and impaiment of intangile assets™ am 194 B4 HE ] n B ] a
Add: Confingent lnss™ - - - W - 975 15 - 153
Add: IYI's nonrecuring employes severance costs® - - - - 179 14 - i bl
QOperating income {logs) (non-GAAF) WME (AT HTR M (40 18030 L4b4 [4T6] 2386
Add: Degreciafion of fixed assels 530 # 5m 5 481 T B0 ] 4
Adjusted EBITOA MEH (36 TSI MR (61 A0 L& T ]
Nt income (loss) attributable to Baidu 54 (038 ZATz 1MSE (R1TO) 10226 oy (W] 1805
Add: Share-hased compensation eipenses XM 130 GO EE4 1210 B4s 912 w1
Add: Amortization and impairmest of intangible asses” k] 154 i m 55 b B g ! g -
Add: Disposal loss {gair Ho L - 45) (28] - 1j] i)
Add: Impairment of long-term invesimenés 25 ™ 2ET 4 mo o4 850 il 64
Add: Fair value gin of kong-berm imvesiments [12.078) MOp (203 R ) R [425) e 43
Audd: Recanciing tems on equty mehod imestmests”™ 247 B 24T 1349 1w 1M % | b1V
Add: Charitable donaion from Baidy™ - - - Hl - 10 z - n
Add: Contingent loss™ . . . o6 . 976 15 . 153
Add: KYI's non-recuming employes severance costs® - - - - 1m 2 - i ]
Add: Tax effects on non-GAAP adjsiments™ (4] @A (180 RO - [ (325) -
Mt income [kss) attributable to Baidu [non-GAAP) WA (S8 00 N2 (44T BN 1M1 (IS) 295
Diluted sarnings par ADS B4.5E nm 40
Add: Accretion of the redeemable noncondroling interests 0.26 1.00 [R]]
Add: Non-GAAP adustments in eamings per ADS (.31 M6 ]
Diluted sarnings per ADS {non-GAAP) B8 05 40

(1} Thiss represents amoriizsfion and impaimen of intangible assels resulfing from business combinafions.

Shares going up:
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Baidu, Inc.
Condensed Consolidated Statemenis of Income (Loss)
(In millions except for per share (or ADS) information, unaudited)

Thres Months Ended Twelve Months Ended
December 31, September 30, December 31, December 31, December 31, December 31, December 31,
2020 2021 2021 2021 2020 2021 2021
EMB EMB RMB USS) RMEB EMB [IEETH]
Hevennes:
Omline marketing services 20,708 21,060 0,713 3252 T2 B40 80,695 12,663
Chers 0,555 10,871 11,365 1,940 3.2 43,708 [E]
Total revenues 30,263 31,921 33,088 5,192 107,074 124,493 19,536
Costs and expenses:
Cost of revenuesi 1) 14,522 16,126 17,269 2713 55,158 64,314 10,052
Selling, general and administrariveil) 5004 7.320 6451 1,012 18,063 24,723 3ETS
Research and development( 1) 5,670 6,167 7,390 1,160 19,513 24938 3914
Total costs and expenses 25,286 29,613 31,130 4,885 92,734 113,975 17,885
Operating incomne 4977 2,308 1,958 307 14,340 10,518 LE51
Oher income (loss):
Interest income 1,308 1,462 1514 238 5.358 5551 B71
[mlerest expernss 7T (B&0) [BT3) (137) (3.103) (3.421) (537
Foreign exchange {loss) income, net [34B) 7 [d] {4) (B60) 100 16
Share of losses from equiry method
Investments {151) {4) (773) {121y (2.248) {932y {146)
Onhers, net 499 (22,079) 566 BB 9,403 (L.O38) (164)
Total sther income (loss), net 533 (21,494) 407 B4 8,750 260 40
Income {loss) before income taves 5510 (19,186) 2365 k) | 23,090 10,778 1,91
Income tax expense (benefir) 1,026 (1,839) 1,295 203 4 064 3,187 500
Net income tlm&ﬁ 4,484 {(17,347) 1,070 168 19,026 7,501 1,191
Net loss an bile 1o noncontralling
Inerests (GO0) (788) (645) {101y (1.445) (2,635) (414)
Met income (loss) attributable o Baido 5174 1 16,559) 1,715 269 22472 10,226 1B0S
Earngss (Joss) per ADS (1 ADS representing 8 Class A ondinary
g )
-Basic 15.28 (4B.18) 457 0.7z 6554 2B.64 4.4%9
-Diluted 15.05 (4B.18) 451 omn 6498 28.07
Earnings {loss) per share for Class A and Class B ondinary shares:
-Basic 191 (6.02) 057 009 a.19 358 056
-Diluted LEE (6.02) 0.56 .09 8.12 351 0.55
‘Weighted average number of Class A and Class B ordinary shares oustanding (in
millioms):
-Basic 2,695 2,778 2780 2,780 Pl v 2,758 2,758
-Diluted 2,735 2,778 2816 2816 2756 2814 2B14

(1) Includes share-based compensation expenses as follows:

There should be $28 billion in cash there.

Baidu, Inc.
Condensed Consolidated Balance Sheets
(In millions, unaudited)

I ber 31, i} ber 31, Iy ber 31,

2020 2021 2021
RMEB RMEB USS
ASSETS
Current assets:
Cash and cash equivalents 35,782 36,850 5,783
Restricted cash 758 10,821 1,697
Shori-term investments, net 126,402 143,243 22,478
Accounts receivable, net 8.668 9.981 1.566
Amounts due from related parties 726 1,368 215
Other current assets, net 11,006 11,052 1.735
Total current assets 183,342 213,315 33,474
MNon-current assets:
Fixed assets, net 17.508 23,027 3,613
Licensed copyrights, net 6,435 7,258 1,139
Produced content, net 6.556 10,951 1,718
Intangible assets. net 2,022 1,689 265
Goodwill 22,248 22,605 3,547
Long-term investments, net 76,233 67,332 10,566
Amounts due from related parties 3,438 3,487 247
Deferred tax assets, net 1674 2372 372
Operating lease right-of-use assets 5,804 12,065 1,894
Other non-current assets 3448 15,933 2,501
Total non-current assets 149,366 166,719 26,162
Total assets 332,708 380,034 59,636

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND EQUITY

That cash brings interest income but;
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Baidu, Inc.
Condensed Consolidated Statements of Cash Flows

(In millions, unaudited)

Twelve months ended Twelve months ended  Twelve months ended
December 31, 2020 (RMB) December 31, 2021 (RMB)December 31, 2021 (U5S)

Baidu Baidu Baidu

excl. Baidu, excl. Baidu, excl. Baidu,

ialyl Gyl Inc. gt aarylr  Inc LATh (A Th | Inc.
Net cash provided by (used in) cperating

activities 29,611 (5,411) 24,200 26,074 (5,952) 20,122 4,092 (934) 3158
Met cash (used in) provided by investing activities {27.711) 159 (27,552) (32706) 1,262 (31.444) (5132) 195 (4,934)
Met cash (used in) provided by financing activities (3,709) 9374 5665 26355 (2959) 23396 4135 (464) 3671
Effect of exchange rate changes on cash, cash
equivalents and restricted cash (121) (81} (212) (728) (217) (943) (14} (34) (148
Net [decrease) increase in cash, cash
equivalents and restricted cash (1,930) 4,031 2401 18,997 (7.866) 11,131 2,981 (1,234) 1,747
Cash, cash equivalents and resiricted cash
At beginning of pariod 27529 6910 344359 25599 10941 36540 4017 1716 5733
At end of period 25590 10941 36540 44596 3075 47671 6908 432 7480

Net cash provided by (used in) operating

activities 29,611 (5411) 24,200 26,074 (5952) 20,122 4,002 (934) 3,158
Less: Capital expenditures [4843)  (241) (5.084) (10,634) (262) (10.896) (1.663)  (41) (1710
Free cash flow 24768 (5652) 19,116 15440 (6,214) 9,226 2423 (975) 1,448

Mote: Baidu excl. iQlY] represents Baidw, Inc. minus iQIY1's consolidated cash flows.

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 | deduct the debt they have. Thus $36 per share — not that much.
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Naon-current liabilities:

Deferred income a7 129 20
Deferred revenue G55 223 33
Amounts due to related parties 3.543 3,265 513
Long-ferm loans - 12,629 1,982
Motes payable 43 408 43120 1
Convertible senior notes 11,827 12,652 1,953
Deferred tax liabilities 3067 3286 516
Operating lease liabilifies 4,693 2,569 ar4
Other nen-current liabilities 39 718 112
Total nen-current liabilities 72,480 84,504 12,803
Total liabilities 140,565 156,082 24,492

| have lowered the cash flows from 2.5 billion to 1.5 billion and made it per share.

STOCK VALUE LIST'!AL

lerminal

Scenario 1
normal case

Scenario 2
best case

Scenario 3
worst case
0

MADE BY

Value  Growth rate
Cash flow per share 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030 7%
4.20 4.49 4.81 5.15 561 589 630 674 722 772 826 154.43 7%
10%) 59.64 10%
INTRINSIC VALUE 59.54 20.0
Terminal
Value  Growth rate
Cash flow per share 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030 15%
420 4.83 5.55 6.39 735 845 929 1022 1124 1237 1361 309.21 10%
10%) 1M19.21 10%
Present value sum 119.21 25.0
Terminal
Value  Growth rate
Cash flow per share 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030 0%
420 420 420 420 420 420 420 420 420 420 420 63.00 0%
10%) 2429 10%
Present value sum 24.29 15.0
Scenario Probability PV Part
Scenario 1 (normal case 0.5 59.54 2977
Scenario 2 Ebest case) : 04 119.21 47.69 SVEN CARLIN
Scenario 3 (worst case) 0.1 24.29 243

Sum 79.88(
PLUS 12 billien in cahs, plus 20 billion for other 172.58

Disclaimer: This is just for educational purposes and not for investing advice!

STOCK MARKET RESEARCH PLATFORM

RESEARCH
PLATFORM

March 2022

next & years
5to 10 years
Discount rate
Terminal multiple

next & years
5to 10 years
Discount rate
Terminal multiple

next o years
5to 10 years
Discount rate
Terminal multiple

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 | 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.



