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Jupai reported H1-2018 net revenue of RMB 876.8 million (USD $132.5 million),
a YoY increase of 8.9%. Net income attributable to ordinary shareholders was
RMB 203.7 million (USD $30.8 million), a YoY increase of 0.3%, and diluted
earnings per ADS was RMB 5.79 (USD $0.88), a YoY decrease of 3.8%. 2
However, non-GAAP net income attributable to ordinary shareholders, adjusted
by GAAP required items including share-based compensation, amortization and
impairment loss, was RMB 241.6 million, a YoY increase of 6.6% and nonGAAP diluted earnings per ADS was RMB 6.87 (USD $1.04), a YoY increase
of 2.2%.
H1-2018 Result Highlights
Net revenues steadily increased driven by double digit growth in one-time
commissions and recurring management fees. Due to the tougher regulations
control in China’s wealth management industry, property developers have been
facing higher cost of capital, which in turn enable the company’s one-time
commission rate to increase to 2.9% in Q2-2018 up from 2.5% in Q1-2018 and
approximate 2% in FY2017. 3 For the first half of 2018, benefited from business
development of real estate private equity products, one-time commissions of
RMB 558.7 million remained the largest source of revenue, returning a YoY
growth of 20.2%. Recurring management fees of RMB 244.6 million, the second
largest source of revenue, significantly increased a YoY growth of 51.4%, driven
by higher one-time commission rate and better product development strategy.
Meanwhile one-time commission and recurring management fees accounted for
63.7% and 27.9% of the total revenue, up from 57.7% and 20.1% in the same
period in 2017 respectively. Overall total net revenues increased 8.9% YoY to
RMB 876.8 million (USD $132.5 million).
Profitability ratios remain sustainable on the back of cost efficiency. The
prevalent sentiment in China’s wealth management industry is challenged by
strict new regulations and the government’s accelerated deleveraging at the
macro-economic level. Consequently, ensuring sustained profitability
demonstrates the company's leading position in the industry and cost efficiency
advantage. In H1-2018, the company’s operating margin maintained at
approximate 36% as compared to the same period in 2017, supported by
remaining operating expense ratio at approximate 64% as the result of effective
cost control.
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Enhanced bargaining power in real estate projects attributed to stringent
regulations. The tightened regulations in the financial sector are continuing to
restrict the funding source available to property developers from commercial
banks through loans and bonds, which forced them to get financing from other
source such as private equity fund. Such change is reflective in H1-2018
performance figures, where private equity products accounted for 68% of total
products distributed, a significant increase from H1-2017 of 15%. Meanwhile,
the share of fixed income products decreased from 81% in H1-2017 to 25%. The
increasing one-time commission rate is also reflecting that Jupai is expected to
have more bargaining power for its real estate-related private equity products
pursuant to the benefit of recent policy changes.
Reiterate unchanged positive management guidance supported by feegenerating assets under management (AUM). Given private equity products
and actively managed funds’ longer investment horizon, which in turn should
generate higher recurring management fees and performance fees, the company
is dedicated to launch more such products to expand the company’s AUM over
the past few years.4 As of June 30, 2018, total assets under management were a
QoQ 4% increase and a YoY growth of 18.1% in AUM of RMB 56.7 billion
(US$ 8.6 billion). The company’s growing fee-generating AUM is expected to
be a key revenue growth momentum for H2-2018, driven by recurring
management fees and performance fees.
One of the company’s funds invested in Focus Media is expected to be ended by
the end of 2018. The company is entitled to generate approximate RMB 80
million performance fees to boost the company’s earnings toward its financial
guideline.5
Jupai’s client-centric business model is expected to stand out in new wealth
management business competition environment. The purpose of stringent
regulation implementation is to build a stable and healthy development of asset
management business industry. For many wealth management companies may
be forced out of the business due to lack of asset management products supply
or failure to comply the tough regulations. In addition, without implicit
guarantees on asset management products, investors become more conservative
and are eager to have a leading wealth management company like Jupai to help
them with asset allocations. Adapting to new wealth management business
competition, Jupai is constantly driving to improve its service quality to capture
business expansion opportunity by updating IT system, establishing the
investment consulting department, enhancing risk management system and
offering higher-quality product portfolio.6 In short term, these upgrades could
increase operating costs but the benefits of these inputs are expected to be
reflected on customer satisfaction in the long term.
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DISCLOSURES AND DISCLAIMERS
Stone Street Group LLC (“Stone Street”) publishes research reports on publicly-traded companies. Stone Street has been retained by
the company discussed in this report (the “Company”) to provide ongoing digital investor relations services, including the creation
and dissemination of this report. All research published by Stone Street is based on public information, or on information from the
Company that the Company is required to promptly make public.
Stone Street is not a broker-dealer or a “covered person” under SEC Regulation AC, and does not distribute its research through a
registered broker-dealer or any associated person of a registered broker-dealer. Accordingly, Stone Street is exempt from the
provisions of Regulation AC. Nevertheless, Stone Street makes the following voluntary disclosures and disclaimers in connection
with its research reports:
NO GUARANTEE: This research report is not a substitute for the exercise of an investor’s independent due diligence and
independent investment determinations. Information contained herein is based on sources we believe to be reliable but we do not
guarantee their accuracy. It should be presumed that the analyst who authored this report has had discussions with the Company to
endeavor to ensure factual accuracy prior to publication, however, no independent due diligence or verification has been undertaken
by the analyst. No endorsements are made in respect of information provided or published by the subject Company and relied upon
by the analyst for purposes of this research report. Recipients of this report should consider this report as only one factor in making
any investment decision. This report is for information purposes only and is not intended as an offer to sell or a solicitation to buy
securities. Any and all information provided by the Company which has been publicly disclosed as “forward looking information”
remains subject to all uncertainties in such regard and Stone Street makes no assurances or guaranties of actual outcomes.
NO CONFLICTS OF INTEREST: Stone Street does NOT own securities of the issuers described herein, and Stone Street does
not make a market in any securities. Stone Street does not engage in, or receive compensation from, any investment banking or
corporate finance-related activities with the company discussed in the report. Stone Street’s contracts with issuers protect Stone
Street’s full editorial control of all research, timing of release of reports, and release from liability for negative reports.
ANALYST INDEPENDENCE: Each Stone Street analyst has full discretion on the analysis and revenue targets contained in the
report, based on his or her own due diligence. Analysts are paid in part based on overall profitability of Stone Street. No part of
analyst compensation was, or will be, directly or indirectly, related to the specific recommendations or views expressed in any report
or article. Stone Street policy does not allow an analyst or a member of their household (i) to own, trade, or have any beneficial
interest in any securities of any company that analyst covers, or (ii) serve as an officer or director of a covered company.
RISK FACTORS: Earnings targets and opinions concerning the composition of market sectors included in this report reflect
analyst judgments as of this date and are subject to change without notice. A risk to our earnings targets is that the analyst’s estimates
or forecasts may not be met. This report contains forward-looking statements, which involve risks and uncertainties. Actual results
may differ significantly from such forward-looking statements. Factors that may cause such differences include, but are not limited
to, those discussed in the “Risk Factors” section in the issuer’s SEC filings available in electronic format through SEC Edgar filings
at www.sec.gov.
COMPENSATION: Stone Street received a flat fee from or on behalf of the Company for the creation and dissemination of the
report. Stone Street has not received investment banking income from the Company in the past 12 months, and does not expect to
receive investment banking income from the Company in the next 12 months.

ANALYST CERTIFICATION: The research analyst certifies that this report accurately reflects his/her personal views about the
Company’s securities that none of the research analyst's compensation was, is or will be, directly or indirectly, related to the analyst's
specific recommendations or views contained in this research report.
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