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We project Ctrip’s 1Q08 earnings will increase 46% y-y, boosted by strong growth from both the hotel-booking and air-

ticket divisions. A modest 50bp margin contraction has already been well explained due to higher revenue contributions
from the slightly lower-margin air-ticket business. We reiterate our BUY rating, with USD70.90 target price.

Cruising ahead

1Q08 earnings preview Chris Zee
We estimate Ctrip will register 46% y-y earnings growth to RMB95m and (BNP)ParibaS Securities (Asia) Ltd
- . 852) 2825 1172
that net revenue will increase 49% y-y to RMB347m in 1Q08; both chris. zee@asia.bnpparibas.com
estimates are in line with consensus forecasts. In particular, we project
total hotel room nights booked and air tickets issued to have increased Earnings Estimates And Valuation Ratios
29% y-y and 46% y-y, respectively. As revenue for the slightly lower- YE Dec (RMB m) 2007 2008E 2009E  2010E
margin air-ticketing business is expected to increase faster than the for 2evenuz i 1322 I'Zi szig 3222
e . - . . eported net profit
hotel division, we project Ctrip’s gross margin will contract moderately by Recurring net profi 308 514 719 950
50bp y-y to 78.6% in 1Q08. It is evident that 1Q08 coincided with the Previous rec net profit 398 514 719 950
winter snowstorm before Chinese New Year, which slightly affected Chaifrompreviousi(%) = = = =
. R . Recurring EPS (RMB) 5.69 7.01 9.33 11.74
travgllng activities and hotel occupant?les. However, yve understand that Prev rec EPS (RMB) c60 701 933 1174
the impact was smoothed out very quickly and traveling arrangements Rec EPS growth (%) 573 231 332 259
went back to normal as soon as weather conditions recovered. Recurring P/E (X) 754 612 460 365
Dividend yield (%) 0.4 0.5 0.7 0.8
Dual growth engine charging ahead at full speed EVIEBITDA () 668 487 344 262
. . . . e . Price/book (x) 14.3 115 9.0 7.5
Com_mlssmns_pald to Ctrlp by hoteliers and qlrllneg have remained ROE (%) 220 213 224 998
consistently high. The estimated gross margin derived from each hotel Net debt/equity (%) (51.0) (62.4) (69.9) (76.3)
reservation and air-ticket issuance has been 85-90% and 65-70%, Sources: Ctrip.com Intl; BNP Paribas estimates

respectively. Riding on the simultaneous surge of this dual engine, Ctrip

has a good tendency to beat its guidance and recorded a 35% EBITDA

margin and 33% net margin in 2007, which represented 90bp and 230bp (USD) Ctrip.com Int'l . (%)
y-y improvements, respectively, from 2006. 707 Rel to MSCI China 60
40
60 -
Reiterate BUY with USD70.90 target price 50 20
Our DCF-based target price for Ctrip is USD70.90. We argue that Ctrip, - 0
with its superior profit margins and industry-leading 21% ROE 40 1 L (20)
(compared with sector average of 11%) warrants a valuation premium 30 T T T (40)
over its peers. Indeed, the market has been rewarding Ctrip’s solid Apr-07  Jul-07  Oct-07  Jan-08  Apr-08
execution to date, with a historical one-year forward P/E multiple of 47x Next results/event May 2008
between 2005 and now. Stripping out its net cash, Ctrip currently trades Market cap (USD m) 4,450
at 43x and 36x ex-cash 2009E P/E and EV/EBITDA, respectively. 12m avg daily tumover (USD m) 195
Free float (%) 23
Major shareholder Institutional shareholders (77%)
12m high/low (USD) 62.48/34.95
ADR (USD) Nil
Avg daily turnover (USD m) Nil
Discount/premium (%) Nil
Disc/premium vs 52-wk avg (%) Nil

Source: Datastream
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FINANCIAL STATEMENTS

Ctrip.com Int'l

Profit and Loss (RMB m)

Year Ending December 2006A 2007A 2008E 2009E 2010E

Revenue 780 1,198 1,726 2,640 3,278 Revenue estimated to
Cost of sales ex depreciation (153) (236) (356) (594) (737) grow 40% CAGR from
Gross profit ex depreciation 627 962 1,370 2,046 2,540 2007-10

Other operating income - - - - -

Operating costs (357) (538) (767) (1,169) (1,362)

Operating EBITDA 269 424 602 877 1,179

Depreciation (14) (20) (31) (50) (63)

Goodwill amortisation - - - - -

Operating EBIT 255 404 571 827 1,116

Net financing costs 27 52 72 72 72

Associates - - - - -

Recurring non operating income - - - - -

Non recurring items - - - - - N
Profit before tax 282 456 643 899 1,188 Aodeling tax rate to rise
Tax (41) (58) (129) (180) (238) to 20% starting 2008,
Profit after tax 241 398 514 719 950 up from 13-16% from
Minority interests 0 0 - - - 2003-07

Preferred dividends - - - - - \_ -
Other items - - - - -

Reported net profit 241 398 514 719 950

Non recurring items & goodwill (net) - - - - -

Recurring net profit 241 398 514 719 950 Earnings estimated to
Per share (RMB) register 28% CAGR
Recurring EPS * 3.62 5.69 7.01 9.33 11.74 from 2007-10
Reported EPS 3.62 5.69 7.01 9.33 1174 S— —
DPS 1.08 171 2.10 2.80 3.52

Growth

Revenue (%) 48.8 53.6 44.0 52.9 24.2

Operating EBITDA (%) 16.5 57.4 421 455 34.4

Operating EBIT (%) 14.7 58.3 41.3 44.8 34.9

Recurring EPS (%) 4.3 57.3 23.1 33.2 25.9

Reported EPS (%) 4.3 57.3 23.1 33.2 25.9

Operating performance

Gross margin inc depreciation (%) 78.5 78.6 77.5 75.6 75.6

Operating EBITDA margin (%) 345 35.4 34.9 33.2 36.0

Operating EBIT margin (%) 32.7 33.7 33.1 31.3 34.0

Net margin (%) 30.9 33.2 29.8 27.2 29.0

Effective tax rate (%) 14.6 12.7 20.0 20.0 20.0

Dividend payout on recurring profit (%) 29.9 30.0 30.0 30.0 30.0

Interest cover (x) na na na na na

Inventory days na na na na na

Debtor days 46.8 60.5 60.1 53.8 58.7

Creditor days 266.7 295.4 300.7 292.1 329.4

Operating ROIC (%) 286.3 80.4 77.7 105.0 136.6

Operating ROIC - WACC (%) 267.1 61.2 58.5 85.8 117.3

ROIC (%) 92.0 51.7 55.4 77.3 100.7

ROIC - WACC (%) 72.8 325 36.2 58.0 81.5 {-{igh ROE of 21-23%
ROE (%) 225 22.9 21.3 224 22.8

ROA (%) 15.1 15.1 13.5 14.1 14.4

* Pre exceptional, pre-goodwill and fully diluted

Key Assumptions (RMB m) 2006A 2007A 2008E 2009E 2010E

Hotel room nights booked (m) 6.84 9.60 12.49 16.50 18.99

Air ticket issued (m) 6.39 10.80 15.74 28.50 37.57

Revenue By Division (RMB m) 2006A 2007A 2008E 2009E 2010E

Hotel reservations 476 676 910 1,198 1,363

Air ticket issued 303 504 786 1,428 1,904

Packaged tour 42 71 102 129 150

Others 13 36 55 77 101

Less: Business tax and charges (54) (88) (126) (193) (239)

Sources: Ctrip.com Int'l; BNP Paribas estimates
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Cash Flow (RMB m)

Year Ending December 2006A 2007A 2008E 2009E 2010E

Recurring net profit 241 398 514 719 950

Depreciation 14 20 31 50 63

Associates & minorities 0) 0) - - -

Other non-cash items - - - - -

Recurring cash flow 255 418 546 769 1,013 N
Change in working capital 58 (19) 247 409 343 Positive free cashflow
Capex - maintenance a74) (75) (75) (75) (75) throughout 2006-10
Capex - new investment - - (50) (50) (50)

Free cash flow to equity 139 323 668 1,053 1,231

Net acquisitions & disposals - - - - -

Dividends paid - - - - -

Non recurring cash flows - - - - -

Net cash flow 139 323 668 1,053 1,231

Equity finance - - - - -

Debt finance - - - - -

Movement in cash 139 323 668 1,053 1,231

Per share (RMB)

Recurring cash flow per share 3.83 5.98 7.43 9.97 12.51

FCF to equity per share 2.09 4.63 9.10 13.66 15.20

Balance Sheet (RMB m)

Year Ending December 2006A 2007A 2008E 2009E 2010E

Working capital assets 202 478 597 839 1,007

Working capital liabilities (421) (677) (1,043) (1,695) (2,205)

Net working capital (219) (199) (446) (855) (1,198)

Tangible fixed assets 504 917 1,194 1,679 2,006

Operating invested capital 285 718 748 824 807

Goodwill 15 15 15 15 15

Other intangible assets 3 3 3 3 3

Investments 227 294 261 269 277

Other assets - - - - -

Invested capital 530 1,030 1,026 1,110 1,102

Cash & equivalents (851) (1,071) (1,705) (2,574) (3,548)

Short term debt - - - - -

Long term debt * - - - - -

Net debt (851) (1,071) (1,705) (2,574) (3,548) Strong net cash
Deferred tax - - - - - o
Other liabilities - - - - - position
Total equity 1,381 2,101 2,730 3,684 4,649

Minority interests - - - - -

Invested capital 530 1,030 1,026 1,110 1,101

* Includes convertibles and preferred stock which is being treated as debt

Per share (RMB)

Book value per share 20.73 30.05 37.19 47.78 57.43

Tangible book value per share 20.47 29.79 36.95 47.55 57.21

Financial strength

Net debt/equity (%) (61.6) (51.0) (62.4) (69.9) (76.3)

Net debt/total assets (%) (47.2) (38.6) (45.2) (47.9) (51.8)

Current ratio (x) 25 2.3 2.2 2.0 21

CF interest cover (x) na na na na na

Valuation 2006A 2007A 2008E 2009E 2010E

Recurring P/E (x) * 118.5 75.4 61.2 46.0 36.5

Recurring P/E @ target price (x) * 137.2 87.2 70.9 53.2 42.3

Reported P/E (x) 118.5 75.4 61.2 46.0 36.5

Dividend yield (%) 0.3 0.4 0.5 0.7 0.8

P/CF (x) 112.0 71.7 57.7 43.0 34.3

P/FCF (x) 205.6 92.7 47.1 31.4 28.2

Price/book (x) 20.7 14.3 115 9.0 7.5

Price/tangible book (x) 21.0 14.4 11.6 9.0 7.5

EV/EBITDA (x) ** 101.6 66.8 48.7 34.4 26.2

EV/EBITDA @ target price (x) ** 118.1 77.7 56.8 40.2 30.7

EV/invested capital (x) 52.3 28.1 29.0 27.5 28.3

* Pre exceptional, pre-goodwill and fully diluted

** EBITDA includes associate income and recurring non-operating income

Sources: Ctrip.com Int'l; BNP Paribas estimates
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DISCLAIMERS & DISCLOSURES

This report was produced by a member company of the BNP Paribas Group (“Group”). This report is for the use of intended recipients
only and may not be reproduced (in whole or in part) or delivered or transmitted to any other person without our prior written consent.
By accepting this report, the recipient agrees to be bound by the terms and limitations set out herein.

The information contained in this report has been obtained from public sources believed to be reliable and the opinions contained
herein are expressions of belief based on such information. No representation or warranty, express or implied, is made that such
information or opinions is accurate, complete or verified and it should not be relied upon as such. This report does not constitute a
prospectus or other offering document or an offer or solicitation to buy or sell any securities or other investments. Information and
opinions contained in this report are published for reference of the recipients and are not to be relied upon as authoritative or without
the recipient’s own independent verification or taken in substitution for the exercise of judgement by the recipient. All opinions
contained herein constitute the views of the analyst(s) named in this report, they are subject to change without notice and are not
intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this report. Any reference to
past performance should not be taken as an indication of future performance. No member company of the Group accepts any liability
whatsoever for any direct or consequential loss arising from any use of the materials contained in this report.

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the
analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the
compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views
expressed herein.

This report is prepared for professional investors and is being distributed in Hong Kong by BNP Paribas Securities (Asia) Limited to
persons whose business involves the acquisition, disposal or holding of securities, whether as principal or agent. BNP Paribas
Securities (Asia) Limited, a subsidiary of BNP Paribas, is regulated by the Securities and Futures Commission for the conduct of
dealing in securities and advising on securities. This report is being distributed in the United Kingdom by BNP Paribas London Branch
to persons who are not private customers as defined under U.K. securities regulations. BNP Paribas London Branch, a branch of BNP
Paribas, is regulated by the Financial Services Authority for the conduct of its designated investment business in the U.K. This report
is being distributed in the United States by BNP Paribas Securities Corporation to U.S. Persons as defined under U.S. securities
regulations or by a member of the Group that is not registered as a U.S. broker-dealer to major U.S. institutional investors. BNP
Paribas Securities Corporation, a subsidiary of BNP Paribas, is a broker-dealer registered with the Securities and Exchange
Commission. BNP Paribas Securities Corporation accepts responsibility for the contents of this report only where the report has been
distributed by it to U.S. recipients.

Information on Taiwan listed stocks is distributed in Taiwan by BNP Paribas Securities (Taiwan) Co., Ltd.

Distribution or publication of this report in any other places to persons which are not permitted under the applicable laws or regulations
of such places is strictly prohibited.

Recommendation structure

All share prices are as at market close on 28 April 2008 unless otherwise stated. Stock recommendations are based on

absolute upside (downside), which we define as (target price* - current price) / current price. If the upside is 10% or more, the
recommendation is BUY. If the downside is 10% or more, the recommendation is REDUCE. For stocks where the upside or downside
is less than 10%, the recommendation is HOLD. In addition, we have key buy and key sell lists in each market, which are our most
commercial and/or actionable BUY and REDUCE calls and are limited to at most five key buys and five key sells in each market at
any point in time.

Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility
may cause a temporary mismatch between upside/downside for a stock based on market price and the formal recommendation.

*In most cases, the target price will equal the analyst's assessment of the current fair value of the stock. However, if the analyst
doesn't think the market will reassess the stock over the specified time horizon due to a lack of events or catalysts, then the target
price may differ from fair value. In most cases, therefore, our recommendation is an assessment of the mismatch between current
market price and our assessment of current fair value.

Sector recommendations are based on: OVERWEIGHT — Sector coverage universe fundamentals are improving. NEUTRAL — Sector
coverage universe fundamentals are steady, neither improving nor deteriorating. UNDERWEIGHT — Sector coverage universe
fundamentals are deteriorating.
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