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PDD Holdings Stock Analysis 2026: 5 Critical Risks Before You Buy

 This PDD Holdings stock analysis concludes AVOID despite 30% operating margins and RMB 422.3 hillion
in cash, because the VIE structure disqualifies the security.

» WP Score: 42-58/100 — fails the tightened VIE threshold of 70 required under our framework adaptation.

* Probability-weighted expected return of 1-4% CAGR sits below a 4% HYSA and far below the 7% hurdle
rate.

* Bear case of -15% to -25% CAGR driven by Temu tariff exposure, SAMR anti-monopoly action, and
potential PCAOB delisting reopening.

* Verdict: AVOID. High-quality operator trapped in a structure unsuitable for capital preservation mandates.

Executive summary

This PDD Holdings stock analysis concludes AVOID despite headline multiples of 11x trailing earnings and 6x
EV/EBITDA that would qualify as a clear buy in any non-Chinese jurisdiction. The WP Score of 42/100 reflects
structural VIE risk, zero dividend income, and a 15-20% probability of permanent capital impairment over a
10-year horizon. Base case modeling implies 6—9% CAGR, but probability-weighted returns in this PDD Holdings
stock analysis collapse to 1-4% once the bear case weight is adjusted upward for regulatory tail events.

e The PDD Holdings Business Model and Moat

» Why the VIE Structure Defines This PDD Holdings Stock Analysis
« Financial Fortress on Paper, Compromised in Practice

» Temu and the US Trade Policy Overhang

« Valuation: Cheap for a Reason

 Scenario Analysis and Probability-Weighted Returns

e Peer Comparison: PDD vs Alibaba and JD

* Final PDD Holdings Stock Analysis Verdict

* Frequently Asked Questions

The PDD Holdings Business Model and Moat

PDD Holdings operates two distinct platforms. Pinduoduo serves price-sensitive Chinese consumers through
social commerce mechanics integrated with WeChat, using a Customer-to-Manufacturer supply chain that cuts
intermediaries. Temu ships directly from Chinese factories to consumers across 70+ countries through a
semi-fulfillment model adopted in March 2024.

Revenue comes primarily from online marketing services — advertising and sponsored listings — rather than
transaction fees. This preserves the ultra-low-price positioning that forced Alibaba and JD.com to imitate social
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commerce over the past five years. Gross margins of 56—60% and operating margins of 30% reflect genuine
pricing power built on scale advantages in lower-tier Chinese cities, as documented in the company’sSEC filings.

The moat has two layers. Cost advantage from the C2M supply chain creates structural savings competitors
cannot match at scale. Network effects from social commerce create viral acquisition at a fraction of traditional
paid-media costs. These are real competitive advantages visible in thecompany’s investor filings.

The moat is also fragile. Pinduoduo’s continued existence depends on tolerance from Chinese regulators that
has already begun to erode. Temu’s unit economics depend on US trade policy that the company cannot
influence. Neither position constitutes a defensive moat — both are policy-dependent franchises where a single
external decision can compress margins by hundreds of basis points.

Why the VIE Structure Defines This PDD Holdings Stock Analysis

A proper PDD Holdings stock analysis cannot begin with multiples. It must begin with what you actually own
when you buy the ADR. You do not own Pinduoduo. You own claims on cash flows routed through a Cayman
Islands holding company that contracts with Chinese operating entities via a Variable Interest Entity structure.

The legal fiction matters. If Chinese authorities challenge the VIE contracts, impair them, or unwind them through
regulatory action, the financial fortress underlying PDD becomes irrelevant to the ADR holder. Your position
becomes a dispute over contractual rights enforceable only in jurisdictions with limited reciprocity. TheCouncil on
Foreign Relationshas documented how opaque Chinese regulatory mechanisms can reshape entire sectors
overnight.

Events of the last twelve months reinforce the structural concern. The April 2026 RMB 1.5 billion fine tied to the
“Ghost Takeaway” probe. Morgan Stanley removing PDD from its Top Pick list in January 2026. The
ongoingSAMR anti-monopoly inquiryinto platform behavior. None of these are isolated. They represent the
baseline operating environment for Chinese internet platforms since 2020.

Under ourWealth Preservation methodology, the VIE adaptation caps solvency at ADEQUATE regardless of
balance sheet strength. A company cannot receive a FORTRESS rating if the ADR holder does not have
enforceable ownership of the underlying operating entity. This is a structural limitation baked into the security
itself. ThePCAOBaudit access question, while currently resolved, remains a reversible policy.

The permanent loss threshold tightens to under 10% probability over a 10-year horizon for VIE-structured
securities. PDD fails this test. Aggregate probability of a drawdown exceeding 50% that does not recover within
five years sits in the 15-20% range when you stack delisting risk, VIE enforcement risk, and coordinated
US-China regulatory escalation across a decade.

Financial Fortress on Paper, Compromised in Practice

On conventional metrics, PDD is extraordinary. 2024 revenue of RMB 393.8 billion with a 30% operating margin
and net income of RMB 112.4 billion. The balance sheet holds RMB 422.3 billion in cash against effectively zero
meaningful debt. Free cash flow margins exceed 30%. Four of the last five years show positive FCF generation.

Debt-to-Equity ~0.0x <1.0x PASS

Cash Position RMB 422.3B High PASS
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FCF Margin ~30% Exceptional
Operating Margin 30% >20% PASS
ROIC Very high >15% PASS
VIE-Adjusted Solvency ADEQUATE FORTRESS preferred CAPPED

The numbers would support a FORTRESS rating in any other jurisdiction. A 30% operating margin business with
RMB 422 billion in cash and no debt is the profile of a capital preservation candidate by every traditional metric.
Under our framework, the VIE overlay changes the calculation entirely. The cash is held by Chinese operating
entities. Distribution to the Cayman holding company depends on continued cooperation of those entities under
contracts that Chinese courts interpret. The financial strength is real for the operating business. Its accessibility
to the ADR holder is contingent.

Temu and the US Trade Policy Overhang

Temu is the growth engine driving most of the bull case for this PDD Holdings stock analysis. International
expansion took Temu from launch to 70+ countries in under three years. Temu was 7% of GMV in FY24 and
consensus estimates project roughly 10% by FY26.

The structural problem with Temu is that its margin profile depends on two variables the company does not
control. First, US de minimis import rules that allow packages under $800 to enter without tariff application.
Second, the US-China tariff framework itself, currently holding through mid-November 2026 under the latest
agreement.US Customs and Border Protectionhas already signaled tighter enforcement on low-value
cross-border shipments.

Q1 2025 operating profit dropped 38% year-over-year. FY25 operating profit declined 13%. Management framed
this as investment in “high-quality growth,” but the underlying driver is Temu subsidization plus merchant
ecosystem spending through the “100 billion support program.” DBS cut FY26 and FY27 earnings estimates by
8% and 12% respectively on the basis of this margin compression.

What happens to Temu if the US eliminates the de minimis exemption? Margins compress sharply because
every package now carries tariff burden that cannot be fully passed to the price-sensitive customer base. What
happens if the November 2026 tariff framework expires without renewal? The same compression, amplified.
TheUS Trade Representative’spolicy direction after mid-November is a coin flip that cannot be hedged inside a
long equity position. TheWTOdispute calendar offers no near-term relief mechanism either.

The incremental dollar of Temu revenue carries disproportionate regulatory risk. This is the opposite profile of
what a capital preservation mandate requires. For context on how we evaluate international regulatory exposure
in our preferred holdings, see ourAlibaba researchandJD.com analysis, both of which face similar headwinds at
different intensities.

Valuation: Cheap for a Reason

PDD trades at 11x trailing earnings, 6.07x EV/EBITDA, and 5.89x EV/FCF. These multiples sit near the 5-year
median and would represent a clear buy signal for a comparable US or European business. The valuation looks
like an anomaly.
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P/E (TTM) 11.04 Below historical avg Attractive on surface
EV/EBITDA 6.07 6.51 Near median
EV/FCF 5.89 N/A Attractive on surface
EV/Revenue 1.70 — Reasonable
Dividend Yield 0.0% 0.0% No income

The anomaly dissolves under scrutiny. The market is pricing in VIE risk, Chinese regulatory risk, and Temu policy
risk. The 40% discount to equivalent US-listed peers is not a margin of safety waiting to be harvested. It is the
market's compensation for structural risks that no investor can hedge at reasonable cost. Margin of safety in the
Graham sense requires that the discount compensate for identifiable, diversifiable, or hedgeable risks. VIE
enforcement risk and US-China policy risk are none of these. They are tail events with potentially binary
outcomes.

For a position to pass our valuation gate, the multiple must be attractiveafteradjusting for structural risk. This
PDD Holdings stock analysis finds PDD ATTRACTIVE on raw fundamentals but only FAIR on a risk-adjusted
basis.

Scenario Analysis and Probability-Weighted Returns

The scenario model in this PDD Holdings stock analysis uses elevated bear case weighting (30% vs standard
25%) to reflect VIE structural risk. The bear case includes US de minimis elimination, SAMR escalation against
PDD specifically, and US-China trade tension intensifying beyond November 2026.

Weight Total CAGR Contribution

Bear 30% -20% -6.0%
Base 50% 7.5% 3.75%
Bull 20% 16.5% 3.3%

Expected ~1.0%

The base case assumes Temu continues international expansion at a moderated pace, reaches 12—-15% of
GMV, and Chinese competition pressures margins to a 25-27% normalized operating margin range. Revenue
CAGR of 8-12% and EPS CAGR of 6—9% flow through. The terminal multiple stays at 10—-11x with no re-rating.
Base case return clears the 7% hurdle by a fraction.

The tail scenario matters more than the weighted average suggests. A VIE enforcement failure or forced delisting
produces a -60% to -80% permanent loss outcome. Even at a 5% probability weight, the expected-loss
contribution from this single scenario offsets most of the bull case upside. This is why theMoschovakis Capital
equities libraryapplies tightened thresholds to VIE structures rather than treating them as equivalent to domestic
securities.

Governance reinforces the caution. Director Ivonne Rietjens sold 560 ADSs at $99.59, reducing her direct stake
to zero. Director Kam Anthony Ping Leung sold 1,533 ADSs at $99.43, also reducing direct stake to zero.
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Multiple directors reducing stakes to zero during a period of regulatory pressure represents a pattern worth
monitoring. PDD pays no dividend and has never paid one. Buyback activity is minimal. All capital flows into
merchant subsidies and Temu expansion — acceptable only if incremental ROIC reliably exceeds cost of capital,
which FY25’s 13% operating profit decline calls into question.

Peer Comparison: PDD vs Alibaba and JD

Operating Margin 30% ~15% ~3%
FCF Margin ~30% ~20% ~3%
Dividend Yield 0.0% ~1.0% ~2.5%
EV/EBITDA 6.07 ~7x ~5x
ROIC Very high Moderate Low
VIE Structure Yes Yes Yes

PDD wins on profitability metrics decisively. Operating margins are double Alibaba’s and ten times JD’s. FCF
generation leads the cohort. ROIC sits at the top end of global e-commerce operators
perMorningstarcomparative data. PDD loses on income. Both Alibaba and JD pay dividends. PDD offers zero
income. The entire return depends on price appreciation in a name whose bear case includes permanent capital
impairment. Among securities eligible for a wealth preservation mandate, none of the three belong in the
portfolio.

This PDD Holdings stock analysis reaches an AVOID conclusion, but our broader equity research identifies
positions that do qualify under the capital preservation framework. Angelos Moschovakis is a verified eToro
Popular Investor.Copy the equity portfolio on eToroto access the positions that passed the same framework that
disqualified PDD — with every holding backed by published research.

Moschovakis Capital — Quantitative Division

While equity research like this PDD Holdings stock analysis operates on 3-5 year thesis horizons with binary
regulatory tail risks, our Quantitative Execution System runs on a completely different time horizon. Fully
automated 24/7 FX execution with a 2-year audited track record, zero manual intervention, and zero correlation
to Chinese ADR policy exposure.

Explore the Quantitative System -

Final PDD Holdings Stock Analysis Verdict

The framework gates of this PDD Holdings stock analysis fail in sequence. Bear case return of -15% to -25%
CAGR violates the capital preservation absolute requirement. WP Score of 42-58 fails the tightened VIE
threshold of 70. Probability of permanent loss at 15-20% exceeds the 10% ceiling applied to VIE structures.
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Probability-weighted expected return of 1-4% CAGR falls below both a 4% high-yield savings alternative and the
7% inflation-plus hurdle rate.

This is a high-quality operating business trapped in a structure unsuitable for a capital preservation mandate. A
growth-focused portfolio with explicit China allocation could reasonably hold PDD as a speculative position.
Under our framework, it does not qualify regardless of valuation. Conditions that would change the assessment:
resolution of VIE uncertainty through direct ownership reform, initiation of a substantial sustainable dividend,
price below $60 per ADR, or a stable US-China trade framework extending beyond 2028. None are imminent.

For the full PDD Holdings stock analysis methodology and the broaderMoschovakis Capital equity research
librarycovering positions that do qualify under the wealth preservation framework, explore ourresearch
methodologyandquantitative division.

Frequently Asked Questions

Our PDD Holdings stock analysis concludes AVOID for capital preservation mandates. The company generates
exceptional fundamentals — 30% operating margin and RMB 422 billion in cash — but the VIE structure, zero
dividend, and 15-20% probability of permanent capital loss disqualify it.

PDD Holdings pays no dividend and has never paid one. All cash flow reinvests into merchant subsidies, Temu
international expansion, and the 100 billion support program. Both Alibaba (~1.0% yield) and JD.com (~2.5%
yield) offer partial income cushions that PDD does not.

ADR holders do not own the underlying Chinese operating business. They own contractual claims on cash flows
routed through a Cayman holding company. If Chinese regulators challenge or unwind the VIE contracts, the
operating business can continue while the ADR holder’s economic claim collapses.

On raw fundamentals PDD is attractive — 11x P/E and 6x EV/EBITDA on a 30% operating margin business. On
a risk-adjusted basis it is fairly valued. A cheap multiple does not constitute margin of safety when the tail risk is
binary.

US trade policy. Temu’s economics depend on the de minimis import exemption for packages under $800 and
the broader US-China tariff framework that currently holds through mid-November 2026. Elimination of the de
minimis exemption would compress Temu margins sharply.

Execution Infrastructure

For the execution of positions discussed in our research, we utilize the following institutional-grade platforms due
to their regulatory compliance, liquidity, and reliability.
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eToro Equity execution — regulated, social trading infrastructure
Revolut Multi-currency banking and FX

Interactive Brokers Institutional-grade brokerage

Vantage MT4/MT5 execution

Binance Digital asset infrastructure

Hostinger Web infrastructure

Risk Disclaimer:Past performance is not indicative of future results. Moschovakis Capital is a technology provider
and research publisher, not a licensed financial advisor. Trading and investing in financial instruments involves
significant risk of loss. Do not invest more than you can afford to lose. The analysis presented is for informational
purposes only and does not constitute personalized investment advice.

eToro Disclaimer:eToro is a multi-asset platform. The value of your investments may go up or down. Your capital
is at risk. Copy trading does not amount to investment advice. The value of your investments may go up or down.
Your capital is at risk. eToro USA LLC does not offer CFDs. Do not invest unless you are prepared to lose all the
money you invest.

Affiliate Disclosure:Some links on this page are referral links. We may earn a commission at no extra cost to you.
This does not influence our analysis or recommendations.
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CONTINUE THE RESEARCH

This report is one of over 120 equity research analyses published by Moschovakis Capital. Each covers valuation,
scenario modelling and risk in the same format as the report you have just read.

Full equity research archive
Latest published research

Enquiries and coverage requests
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IMPORTANT DISCLOSURES

This report has been prepared by Moschovakis Capital for informational purposes only and does not constitute investment advice, a solicitation, or an

offer to buy or sell any security. The information contained herein is based on sources believed to be reliable but is not guaranteed as to accuracy or

completeness. Past performance is not indicative of future results. Investing involves risk, including the possible loss of principal. Moschovakis Capital

and its affiliates may hold positions in the securities discussed. This document is confidential and intended solely for the recipient. Any reproduction or
distribution without prior written consent is prohibited.
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