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Dividend Yield:

$317.14
$139.63

2.17B
8.32

2.8
1.03

19.65
2.94
N/A

Recommendation: SELL ________________________

Company overview ____________________________

Alibaba Group Holding Limited is a Chinese multinational 
conglomerate holding company specializing in e-commerce, 
retail, and technology. It was founded on April 4th, 1999, in 
Hangzhou, Zhejiang. The company offers consumer-to-
consumer, business-to-consumer, and business-to-business sales 
services. Alibaba Group Holding Limited enables businesses to 
transform the way these firms' market, sell and operate, and 
improve their effectiveness

Alibaba Group Holding, Limited
(NYSE: BABA)

Sell Recommendation Thesis _____________________
In 2019, when our investment fund purchased Alibaba, the 
company, then trading at $167 per share, appeared to be headed 
for historic highs, and it was. The price rose to as high as $317 
per share in 2020. This did not last long, and unfortunately the 
time for such returns is long gone for Alibaba. With China’s 
economy becoming more and more turbulent and producing 
events such as the Evergrande crash, the potential for Alibaba 
and other Chinese companies to be delisted from American 
exchanges, the potential for equity ownership claims in Alibaba 
to be disavowed by the Chinese government, and shrinking profit 
margins for the company, it is imperative that the fund move 
away from companies such as Alibaba, especially when there are 
many other, better options. Though the current price of $166 is 
below the price the fund entered at, our analysis indicates an 
implicit value of under $150 per share, and we believe that 
selling the fund’s position in Alibaba is the right move at this 
time, in order to avoid a more significant loss than it already has.

Investment Performance ________________________

USF STUDENT MANAGED
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Analyst team ___________________________

Market Data ___________________________

Investment Data ________________________

Valuation Metrics _______________________

2021A
Diluted EPS
$8.35

P/E Ratios
27.15x
Revenues (mil.)
$109,480
EBITDA Margins %
27.44%

2022E

$8.35

17.9x

$139,950

20.00%

2023E

$8.13

17x

$167,366

17.78%
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Investment Risks __________________________________________________________
• There is the potential for Alibaba to be delisted from American exchanges. The US government has become increasingly 
hawkish on China over the last few years and is implementing regulatory audits which Alibaba refuses to comply with, 
due to Chinese law preventing their compliance. The SEC is working on implementing the delisting of companies which 
do not comply with audit inspections for three consecutive years. The clock could start ticking very soon, and the Chinese 
government is not acting to stop this process from happening, seemingly content with Alibaba leaving the US.
• Alibaba faces threats both from increasing competition in its industry and from macroeconomic factors. The Chinese 
economy is currently marred with significant turmoil, as shown in events such as the recent collapse of Evergrande. While 
Alibaba may not have the same problems Evergrande did, it is still at risk especially due to macroeconomic factors.
• The Chinese government has the power to substantially hurt companies it does not like, as seen in the case of firms 
such as Didi Global. Regulators in China have been cracking down on the country’s tech sector. If it chooses, the Chinese 
government could crash Alibaba’s stock, just like it did to Tencent Holdings. Even if the fundamentals were strong enough 
to keep Alibaba if it were a US company, the risk added by the Chinese government alone is significant enough to justify 
selling the stock. 
• Many companies are facing supply chain issues right now, and Alibaba is no exception. While COVID -19 provided a 
significant boost to the company’s revenue, Alibaba’s profit margins are decreasing significantly, and based on our model 
they will continue to decrease, to the point where Alibaba’s net income will decrease year-to-year, within the next four 
years

Overvaluation Case ________________________________________________________

While some investors believe that Alibaba’s current valuation is justified, our analysis shows otherwise. Even though the 
company has dropped significantly over the past twelve months, it has further to fall. Our main sell thesis is centered 
around the factors involving China and the Chinese government, and when these factors are considered, along with the 
company’s decreasing profit margins, competitors and supply chain issues, we believe Alibaba is trading well above its 
intrinsic value of $149.15.
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