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1. Al Cloud Infra remained the core growth driver. Al Cloud Infra provides Al
computing power, GPU Cloud, and model training/inference services. Revenue
reached RMB8.8bn (+79% YoY /+52% QoQ), accounting for 34% of General
Business. Among which GPU Cloud revenue surged 184% YoY, serving as the key
growth engine.

2. Al Applications monetization remained relatively weak. Al Applications
mainly include Baidu Wenku, Netdisk, digital employees and Agent-related tools.
Revenue reached RMB2.5bn (0% YoY /-10% QoQ), suggesting that while the
product ecosystem has been established, monetization has yet to enter an
acceleration phase.
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3. Al-native Marketing Under Pressure: Al-native Marketing mainly includes Al search ads, Agent marketing, digital
humans and automated creative generation. Revenue reached RMB2.3bn (+36% YoY /-15% QoQ), still affected by
softer advertising demand and the ongoing transition from traditional search advertising.

4. Traditional advertising remained under pressure. The revenue amounted to around RMB10.2bn, both down
29% YoY and 18% QoQ. The pressure came from advertiser cutting budget due to macroeconomic headwinds,
dropping of Baidu’s MAU and competition from platforms like Douyin and Xiaohongshu. In 1Q26, Baidu App MAU
fell to 655mn, marking the third consecutive quarterly decline.

Fig 2: Baidu App's MAU (mn)
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5. Autonomous driving is progressing well. The remaining RMB2.2bn of revenue is estimated to be partly
contributed by autonomous driving. It is noted that Apollo Go has completed 3.2mn fully driverless rides in 1Q26,
up more than 120% YoY, with its global footprint now extended to 27 cities, primarily driven by overseas expansion.

OPEX ratio lowered to support a rebound in NPM: Core GPM declined QoQ and YoY to 44%, mainly due to the
decline in high-margin traditional advertising (roughly 65% margin) and the rising mix of lower-margin Al
businesses (roughly 35% margin) as well as higher Al cloud hardware costs. However, OPEX ratio improved QoQ
and YoY to 31% on the back of lower staff cost and a smaller credit loss. As such, NPM also improved to 14% from
7% in the previous quarter.
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Fig 3: Gross Profit & GPM of General Business (RMB’bn)
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Fig 4: Breakdown of OPEX (RMB’bn)
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Fig 5: Breakdown of Profitability (RMB’bn)
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Fig 6: Breakdown of Free Cash Flow and Capex (RMB’bn)
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Business Outlook: Baidu Al Cloud recently added a few large model customers which are driving the growth of its
Maas platform. In March 2026, the number of external customers' average daily token consumption has grew by
7x YoY. Moreover, the Mgt believes that the long-term margin of GPU cloud could reach 20%. Currently, the GPU
cloud margin is significantly higher than traditional CPU cloud margins, due to demand-supply tightness, high GPM
from self-developed Kunlun chips (cheaper than procured GPUs), and high technical barriers. They are of the view
that Al monetization will shift from token-based pricing to value-based pricing for effective agents and applications.
As such, Baidu is actively deploying Al applications across C-end, B-end, and production sectors. In terms of
autonomous driving, Apollo Go leads in scale and has achieved UE breakeven in its largest operating city in China.
Leveraging its accumulated experience, the company is now prioritizing overseas expansion, where pricing is more
favorable. With increasing scale, overall profitability is anticipated to improve.

Our view: Baidu’s revenue remains under pressure due to the decline in its high-margin traditional advertising
business. Although Al-native Marketing continues to grow, its scale and profitability has yet to mitigate the weaker
search advertising. Meanwhile, Douyin and Xiaohongshu continue to challenge Baidu’s ecosystem and gain ground
on the total advertising market.

Baidu’s Al growth is mainly driven by Al clouds. It is one of the few full-stack Al platforms in China, with a strategy
closest to Google. Baidu’s advantage lies in the integration of framework (PaddlePaddle), chips (Kunlun), and cloud
infrastructure. PaddlePaddle can adapt and optimize code from leading third-party models, while working with
Kunlun chips and Baidu Cloud resources to improve efficiency and cost structure. As a result, customers currently
using external models may choose to run them on Baidu Cloud, supporting customer stickiness and the growth in
GPU cloud.

The proposed separate listing of Kunlun is believed to be a main reason for the strength in Baidu’s recent share
price. Based on industry estimates, Kunlun’s 2026 revenue could reach around RMB8bn. Using Cambricon’s
roughly 40x 2026E P/S as a benchmark and Baidu’s 59% stake, Kunlun’s implied equity value could reach around
RMB180bn in a bull case, or about 55% of Baidu’s current market cap.

Baidu has a solid balance sheet to support its Al capex. The company has over RMB130bn in net cash. It also
announced a $5bn two year buyback plan in February 2026 to enhance shareholder returns. Moreover, Baidu is
also actively developing Al applications, which could be a key catalyst to the next stage of Al development. The
company is trading at 17x FY26E P/E. (Research Department)
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Market Watch — Major Commodities and Currencies
Precious metal Price (US$) QTD%  YTD% YoY% Non-ferrous metals Price (US$) QTD% YTD% YoY%
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US Economic Calendar China Economic Calendar
Expected Expected
Indicators Freq Obs Date Release Date Indicators Freq Obs Date Release Date
Initial Jobless Claims Wow 21-May-26 PMI Manufacturing MoM 31-May-26
Housing Starts / Building Permits  MoM 21-May-26 Foreign Exchange Reserves QoQ 7-Jun-26
Consumer Confidence MoM 26-May-26 Money Supply - M2 MoM 9-Jun-26
Personal Income & Spending MoM 28-May-26 Trade Balance MoM 9-Jun-26
Durable Goods Orders MoM 28-May-26 PPI MoM 10-Jun-26
GDP QoQ 28-May-26 CPI MoM 10-Jun-26
New home Sales MoM 28-May-26 Retail Sales MoM 16-Jun-26
Wholesale Inventories MoM 29-May-26 Industrial Production MoM 16-Jun-26
ISM Manufacturing PMI MoM 1-Jun-26 GDP Yo¥ 15-Jul-26
Factory Orders MoM 3-Jun-26 Hong Kong Economic Calendar
Employment Report MoM 5-Jun-26
Trade Balance MoM 9-Jun-26 Indicators Freq Obs Date Ref::::tggte
Existing Home Sales MoM 9-Jun-26 cPI MoM 21-May-26
CPI MoM 10-Jun-26 Trade Balance MoM 28-May-26
PPI MoM 11-Jun-26 Money Supply - M2 MoM 29-May-26
Industrial Production MoM 15-Jun-26 Retail Sales MoM 2.Jun-26
Retail Sales MoM 17-Jun-26 PMI MoM 3-Jun-26
Business Inventories MoM 17-Jun-26 Foreign Currency Reserve MoM 5-Jun-26
Auto Sales MoM Producer Prices Index QoQ 12-Jun-26
Industrial Production QoQ 12-Jun-26
Unemployment Rate MoM 16-Jun-26
GDP QoQ 31-Jul-26
Composite Interest Rate MoM

Kingsway Research Team

Analyst Email Phone No.
Howard Wong howard.wong@sunwahkingsway.com (852) 2283 7307
Alan Li alan.li@sunwahkingsway.com (852) 2283 7306
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Notice of interest disclosure filed by substantial shareholders for the two previous trading days

Name of listed corporation

Asia Tele-Net And Technology Corporation Ltd.
Asia Tele-Net And Technology Corporation Ltd.
SSY Group Ltd.

Wanka Online Inc.

Adtiger Corporations Ltd.

Adtiger Corporations Ltd.

Adtiger Corporations Ltd.

Agile Group Holdings Ltd.

Agile Group Holdings Ltd.

Agile Group Holdings Ltd.

Agile Group Holdings Ltd.

APT Bectronics Co., Ltd. - H Shares

Asia Tele-Net And Technology Corporation Ltd.
China XLX Fertiliser Ltd.

China XLX Fertiliser Ltd.

CHYY Development Group Ltd.

CHYY Development Group Ltd.

CHYY Development Group Ltd.

Cocoon Holdings Ltd.

Cosmo Lady (China) Holdings Co. Ltd.

Cosmo Lady (China) Holdings Co. Ltd.

Glorious Sun Enterprises Ltd.

Great Harvest Maeta Holdings Ltd.

Great Harvest Maeta Holdings Ltd.

Great Harvest Maeta Holdings Ltd.

Guangdong Join-Share Financing Guarantee Invest Co Ltds - H Shares

Guming Holdings Ltd.

Guming Holdings Ltd.

Guming Holdings Ltd.

Guming Holdings Ltd.

Hengan International Group Co. Ltd.
ITC Properties Group Ltd.

ITC Properties Group Ltd.

ITC Properties Group Ltd.

ITC Properties Group Ltd.

Kintor Pharmaceutical Ltd. - B

Kintor Pharmaceutical Ltd. - B
Manycore Tech Inc.

Paradise Entertainment Ltd.

Prosperity Real Estate Investment Trust
Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
Shanghai Bio-heart Biological Technology Co., Ltd. - B - H Shares
Softcare Ltd.

Softcare Ltd.

SSY Group Ltd.

Tanw an Inc.

Wanka Online Inc.

Wanka Online Inc.

Wanka Online Inc.

Source: HKEx

Name of substantial share holder
Anatole Investment Management Limited
Yang Xiaofan

Qu Jiguang

Wanka Media Limited

CASE BLUE LIMTED

CASE HOLDINGS GROUP LIMITED
YANG WH

Chan Cheuk Hei

Chan Cheuk Nam

Chan Siu Na

Chen Zhuo Lin

XIAO Guow ei David

Anatole Investment Management Limited
Liu Xingxu

Pioneer Top Holdings Limited

Universal Zone Limited

WANG XINVENG

Zhang Yiying

YU PO KWAN

Wu Xiaoli

Zheng Yaonan

Yeung Chun Kam

Ablaze Rich Investments Limited
LamKw an

Yan Kim Po

HONG KONG WELLKNOWN TOK CHIN LIMITED
Pan Pingping

Qi Xia

Ruan Xiudi

Wang Yunan

Hui Ching Lau

Liu Haoran

Reynold Lemkins Holding CO., LTD

The Reynold Lemkins Group

The Reynold Lemkins Group (Asia) Limited
KT International Investment Limited

Tong Youzhi

Yeung Kw ok On

CHUN JAY

ESR Asset Management (Prosperity) Limited
Wang Philip Li

Winning Pow erful Limited

SHEN Yanchang

YANG Yanjuan

Qu Jiguang

WU XUBO

GAO Dinan

LU Haiyan

Wanka Media Limited

No. of shares bought/sold/involved
12,800,000(L)

12,800,000(L)

2,000,000(L)

400,000(L)

20,335,000(L)

20,335,000(L)

20,335,000(L)

1,022,000(L)

1,022,000(L)

1,022,000(L)
1,022,000(L)
7,000(L)
12,800,000(L)
1,340,000(L)
1,340,000(L)
30,000,000(L)
30,000,000(L)
30,000,000(L)
1,000,000(L)
176,000(L)
176,000(L)
24,000(L

200,000(L)

213,400(L)
2,500,000(L)
40,000(L)
500,000(L)
500,000(L)
500,000(L)

20 May 2026

Average price per share

HKD 8.6800
HKD 8.6800
HKD 2.3532
HKD 1.3785
HKD 0.1100
HKD 0.1100
HKD 0.1100
HKD 0.2419
HKD 0.2419
HKD 0.2419
HKD 0.2419
HKD 2.3857
HKD 8.6800
HKD 11.0257
HKD 11.0257
HKD 0.0380
HKD 0.0380
HKD 0.0380
HKD 0.2600
HKD 0.4135
HKD 0.4135
HKD 1.4000
HKD 0.0750
HKD 0.0750
HKD 0.0750
HKD 0.1780
HKD 22.5326
HKD 22.5326
HKD 22.5326
HKD 22.5326
HKD 25.8747
HKD 1.1350
HKD 1.1350
HKD 1.1350
HKD 1.1350
HKD 2.8000
HKD 2.8000
HKD 19.1000
HKD 0.6525
HKD 1.4701
HKD 3.9600
HKD 3.9600
HKD 25.4947
HKD 25.4947
HKD 2.3298
HKD 13.9300
HKD 1.2980
HKD 1.2980
HKD 1.2980
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Disclaimer

This document is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in
this document may not be eligible for sale in certain jurisdiction. Neither this document nor any portion hereof may be taken distributed
or transmitted directly or indirectly into such jurisdiction nor to any residents thereof. Any failure to comply with this restriction may
constitute a violation of the applicable laws and regulations and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. This document has been produced for private circulation and may not be
copied, photocopied, duplicated, or redistributed without the prior written consent of Kingsway Financial Services Group Limited
(“KFS”) and its affiliated companies (collectively, “Kingsway Group”).

This report is distributed in Hong Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”) by KFS which
is registered as a licensed corporation under the Securities and Futures Ordinance XCar_p.571 of The Laws of Hong Kong) with the
Securities and Futures Commission of Hong Kong (“SFC”) and its SFC CE number is ADF346.

The information contained in this report has been taken from sources believed to be reliable but no representation or warranty
expressed or implied is made as to their accuracy or correctness. This report is published for the assistance of recipients but is not to
be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. It is not to be construed as an
offer, invitation or solicitation to buy or sell any securities of the company or companies covered herein. Any recommendation
contained in this report does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific addressee. All opinions and estimates reflect our judgment on the date of this report and are subject to change without notice.

KFS, including its parent, subsidiaries and/or affiliates, may act as lead or co-manager in an offering of the securities of any issuer
discussed herein, may from time to time perform financial services or other advisory services for, or solicit financial services or other
business from, any issuer.

Within the past year, KFS, including its parent, subsidiaries and/or affiliates, may have acted as market maker or traded on a principal
basliqs.in the financial instruments of any issuer discussed herein and may act as underwriter, placement agent, advisor or lender to
such issuer.

KFS, including its parent, subsidiaries, affiliates, shareholders, officers, directors, and employees may have long or short positions in,
and buy or sell, the securities, commaodities or derivatives (including options) or any other financial instruments thereof, of any issuers.

An employee of KFS, including its parent, subsidiaries and/or affiliates, may act as director, or be represented on the boards of
directors, of any such entities or issuers.

KFS and/or its affiliates beneficially own shares of Baidu (9888.HK)

Copyright 2026 Kingsway Group. All rights reserved.

Head Office Affiliated & Overseas Offices
Hong Kong Guangdong
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