
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Financial Performance (millions of RMB)  

 2019A 2020E 2021E 

Revenue 576,888 743,747 921,772 

Gross Profit 84,421 109,323 137,260 

Net Income 10,750 16,200 24,800 

EPS 8.21 10.12 15.69 

P/E 69x 56x 36x 
 

 

    

Taurus Capital  

NASDAQ: JD 
 

Company Overview 

JD.com is a technology-driven e-
commerce and online infrastructure 
provider in China. It is one of the 
largest B2C retailer by transaction 
volume and revenue providing a 
range of daily-use and household 
products. 

Rating: Strong Buy 

Closing Price $84.49 

Intrinsic Value $105.50 

Implied Upside 
  

25% 
  

Market Cap $131.1B 

P/E (TTM) 38.58x 

Current Ratio (2020E) 1.4x 

ROA (2020E) 5.30% 

EV/EBITA (2020E) 41.3x 

Net Debt/Equity (2020E) -40.60% 

 

 

 

 

 

 

 

 

Long Term Growth Plan Intact for JD.com 

Investment Thesis 

JD.com has strong competitive advantages for its core business activities 
stemming from sophisticated fulfillment and supply chain infrastructure. 
The moats include competitive pricing from robust supplier relationships, 
delivery fulfillment efficiency (overall operations efficiency), customer 
centric experience and brand awareness leading to pricing power. 

JD features a strong operating leverage with top and bottom-line growth 
that percolates to its strong free cash flow generation.  

Growth Strategy  

Current active annual customer 
accounts sum to 442 million and 20 
million JD Plus members which totals 
only 58% of china’s ecommerce user 
base. They have shown a 32% 
growth in active users during 2020 
with more than 75% growth from 
lower-tier cities. They continue to strategically invest in areas with high 
barriers to entry with an importance placed on customer focus and 
penetration to untapped markets (Exhibit 1).  

Strategic investment into Xing sheng will prove to enhance expansion 
efforts as management expects to achieve infrastructure development 
through data, logistics and warehousing to better fulfill customer 
requirements in regions that currently need catering. This expansion effort 
will generate growth of customer base and enhanced customer loyalty. 

Habits adopted because of COVID 19 have spurred growth for the JD 
omnichannel supermarket specifically growth in E-grocery, FMCG and 
warehousing storage which all have gained a competitive advantage 
through sophisticated logistics capabilities. JD also has clear advantages in 
community group buying (location-based approach in China) by leveraging 
current supply chain infrastructure resources such as warehouses. That 
said, JD’s newest initiatives will have lower upfront investments along with 
lower risk levels as they are expanding on current business areas of 
strength. JD is a founder-run-business with management that understands 
the key to achieving long-term sustainability in the market is overall 
infrastructure enhancements. 

Financial Valuation 

Based on the reiterated growth targets and DCF valuation (assuming a 
WACC of 9.7% and terminal growth of 3%), our target price is 105.50 USD. 
This translates into 44x price to 2021E earnings and 32x 2022E. This 
multiple is accurate for JD.com with their current unmatched revenue 
growth of 25%+ annually along with compounding growth in cash flows 
and earnings through business diversification. 
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