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Alibaba Group (BABA) is no longer just an e-commerce marketplace—it is
becoming the Al-native coordination layer for China’s consumer economy.
Investors remain anchored to legacy narratives of slowing GMV, failed spinouts,
and regulatory scars. But this view fundamentally misprices Alibaba’s
transformation. Three compounding forces are reshaping the firm’s unit economics
and long-term narrative:

AliBoost Monetization Engine

Alibaba’s new reinforcement learning model dynamically ranks SKUs based on
GMYV potential, not popularity. By optimizing price elasticity, conversion
likelihood, and buyer intent, AliBoost turns every user interaction into a
monetizable datapoint—creating a closed-loop flywheel: better personalization —
higher conversion — richer data — tighter optimization. This system is already
showing mid-single-digit lifts in key verticals like beauty and apparel, and is
expanding SKU diversity by flattening the discovery curve for long-tail merchants.

Enterprise SaaS Reclassification

Alibaba is evolving into a full-stack Al operating system for digital merchants. Its
cloud infrastructure, DingTalk platform, and Al tools now underpin merchant
workflows—from inventory planning and ad creative generation to customer
engagement. This shift creates SaaS-like switching costs and recurring revenue
dynamics, warranting a fundamental re-rating from low-margin commerce to high-
margin infrastructure. Wall Street continues to misclassify Alibaba as a GMV-
linked ad business, but it is rapidly becoming China’s version of AWS + Shopify.

Macro Thaw and Compute Reopening

The U.S. approval of Nvidia’s H20 chip exports marks a strategic shift: enabling
commercial Al compute while limiting military use. This restores Alibaba Cloud’s
ability to train LLMs (e.g., Qwen) and scale inference workloads. At the same
time, China’s dominance in rare earth refining gives it asymmetric leverage,
incentivizing de-escalation. This dual-track détente—chips from the U.S., rare
earths from China—supports a macro backdrop that improves investor sentiment,
unlocks capital flows, and enables Alibaba’s Al roadmap to reaccelerate.

Bottom Line: Alibaba isn’t staging a comeback—it’s undergoing a reinvention.
The company is transitioning from marketplace to infrastructure, from facilitating
transactions to orchestrating digital economic flows. This evolution embeds
Alibaba deeper into the operational fabric of China’s economy, positioning it for
long-term margin expansion and a fundamental re-rating.

Risks and Tracking: Key risks include potential regulatory crackdowns on Al or
data, delayed monetization of Alibaba’s Al investments, competitive pressure from
ByteDance in low-friction commerce, and a reversal in U.S.—China tech
cooperation. To validate the thesis, we’re tracking: SKU rotation and conversion
lift (AliBoost), DingTalk SaaS adoption, GPU shipment/policy updates, and
institutional sentiment via ETF flows (KWEB, FXI).

Valuation Methodologies: DCF-backed triangulation using trading bands, street
estimates, and peer comps (Cloud, Marketplace)

Price Target: $153
Current Price: $115.73
Upside Potential: +32%
Timeline: 9-12 Months

52 Week High: $148.43
52 Week Low: $73.87
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AliBoost — The GMZ Monetization Engine

Alibaba has begun deploying AliBoost, its proprietary reinforcement learning engine, across its core
consumer-facing platforms like Taobao and Tmall. Unlike traditional digital ad infrastructure that
optimizes for superficial engagement (clicks, impressions), AliBoost dynamically ranks SKUs in real
time based on expected GMYV contribution per impression. This signals a profound shift from
volume-driven advertising to profit-optimized commerce orchestration. By incorporating variables
such as price elasticity, conversion probabilities, product margins, and buyer behavior, AliBoost acts
as a central nervous system—rteallocating consumer attention toward SKUs with the highest
economic impact.

This is not just an adtech upgrade; it’s a platform monetization overhaul. Initial internal results
suggest low-to-mid single-digit increases in conversion rates in categories like beauty and apparel.
This improvement compounds: each marginal uptick in conversion feeds more training data into the
algorithm, tightening the loop of personalization — conversion — monetization — reinvestment.
Most critically, by flattening the discovery curve, AliBoost expands visibility for long-tail
merchants—broadening SKU diversity and improving seller retention. This system strengthens
Alibaba’s network effects, makes it more inclusive, and deepens the platform’s profit potential all at
once.

Where the Street misses the mark is in continuing to benchmark Alibaba’s monetization progress
against old advertising paradigms. Analysts focus on ad RPM or GMV growth in isolation. But the
true unlock is economic density per interaction. AliBoost makes every user engagement more
monetizable. In turn, this gives Alibaba a durable margin advantage over pure-play marketplaces like
JD.com or Pinduoduo. This is a short- and medium-term driver already underway, and one that
strengthens both near-term yield and long-term ecosystem resilience.

AI-Native Merchant Operating System

Alibaba is undergoing a quiet yet powerful business model shift—from a transactional e-commerce
facilitator to a full-stack economic operating system for China’s digital merchants. Through
integrations in Alibaba Cloud, DingTalk, and backend merchant tools, businesses now use Alibaba
not just to sell products, but to operate: inventory forecasting, logistics coordination, creative
generation (via Qwen), and even customer engagement. These tools—many Al-powered—are
transforming Alibaba into a de facto enterprise SaaS platform with commerce distribution built in.

The implications of this transformation are profound. Merchant dependence on Alibaba’s tooling
creates SaaS-like switching costs, embedding the company deeply into the operational fabric of
China’s retail economy. As a result, revenue generation shifts from low-margin transaction volumes
to high-margin, recurring enterprise subscriptions—mirroring the economic mechanics of companies
like Shopify, Salesforce, or AWS. Additionally, Alibaba becomes a privileged data aggregator,
amassing real-time commercial activity across regions, sectors, and consumer cohorts. This data
further powers AliBoost and Qwen, forming a self-reinforcing moat.

This is a medium- to long-term structural driver, and it remains vastly underappreciated by the
market. Sell-side coverage often treats Alibaba’s cloud business as an isolated line item, ignoring the
interconnected utility across its ecosystem. Meanwhile, valuation models remain anchored to GMV
multiples and ad yield. What’s being missed is the reclassification: Alibaba is becoming a software
company with embedded distribution—not just a commerce business with tech add-ons. This
transformation justifies a fundamental multiple re-rating over time and positions Alibaba for recurring
growth beyond cyclic GMV cycles.
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Macro Thaw

Amid the broader geopolitical rebalancing, recent U.S. approval of Nvidia’s H20 chip exports to
China represents more than just a tactical policy shift—it reflects a strategic recalibration. By
allowing commercial-grade Al compute to flow back into China while still limiting military-use
applications, the U.S. signals a willingness to de-risk confrontation without sacrificing economic
interdependence. This directly unblocks Alibaba Cloud’s stalled Al roadmap, particularly around
large-model training (Qwen), real-time inference scaling (AliBoost), and advanced verticalization in
areas like healthcare and industrial IoT.

But this thawing is not one-sided. China’s dominance in rare earth element (REE) supply chains
gives it asymmetric leverage in any prolonged tech cold war. Roughly 70—80% of global rare earth
refining and separation capacity is concentrated in China. These elements—such as neodymium,
dysprosium, and terbium—are essential for everything from EV motors and smartphones to the very
GPUs and data center cooling systems that power LLMs. While the West has attempted to
diversify sourcing, alternative pipelines (e.g., Lynas in Australia, MP Materials in the U.S.) are still
years away from meaningful self-sufficiency.

As aresult, China holds a structural chip in the broader tech diplomacy game. Any escalation
that throttles Al chip access could just as easily be met with retaliatory constraints on REE exports—
an outcome neither side desires given rising stakes in economic stability and climate tech leadership.
This interdependence helps explain why we’ve seen a moderation of rhetoric on both sides. Even
during periods of saber-rattling, essential commercial cooperation—especially around compute
infrastructure—continues to find quiet channels of consensus.

For Alibaba, this new equilibrium matters deeply. Its ability to scale Qwen models, enhance
enterprise SaaS offerings, and deliver cloud-based LLM services hinges on stable access to both Al
chips (e.g., Nvidia H20) and the hardware ecosystem built atop rare earth-dependent components.
In effect, China’s command over REE supply adds geopolitical insulation to Alibaba’s Al ambitions:
it makes unilateral decoupling less tenable and broadens the margin for diplomatic
compromise.

What we are tracking
AliBoost Monetization Signals

o Tracking: SKU diversity, seller-level conversion rates, SKU rotation in app interfaces
o Tools: Earnings call transcripts, seller forums (Zhihu/Taobao backend), Placer.ai for
foot traffic trends
o Why: Sustained increases in GMV-per-session or ad ROI validates closed-loop
optimization; sharp declines signal model fatigue or seller revolt
2. SaaS Adoption & Stickiness Metrics
o Tracking: DingTalk business user growth, Pro SaaS product penetration, Alibaba
Cloud developer retention
o Tools: Job postings for Al-related roles, GitHub activity around Aliyun SDKs, third-
party API usage stats
o  Why: SaaS adoption reflects operational entrenchment and margin expansion. If
merchants churn or usage flattens, LTV projections deteriorate
3. Macro Environment & Chip Flow
o Tracking: H20 and future GPU shipment disclosures, U.S.—China policy wire
(Commerce Dept, Nvidia guidance), ETF flows (KWEB, FXI, MCHI)
o Tools: Reuters, SCMP, Bloomberg terminal filters, customs logs, KraneShares ETF
holdings tracker
o Why: This is the fulcrum of investor confidence. If chips stall or cross-border capital
pulls back, the entire Al roadmap gets deferred and rerated
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Reassessment Triggers

AliBoost stagnates or weakens: If conversion uplift levels off or drops, especially in discretionary
verticals, it may indicate model overfitting, consumer fatigue, or competitive ad performance (e.g.,
ByteDance).

Merchant detachment from Alibaba’s stack: Evidence that sellers are increasingly relying on third-
party infra (like Tencent Cloud or private storefronts) would signal waning ecosystem gravity and
revenue leakage.

Geopolitical reversal post-U.S. elections: A hawkish administration could reinstate full Al chip bans
or blacklist Alibaba Cloud, forcing capex escalations, roadmap delays, and capital outflows.

Risks
Regulatory Shock Risk (CCP Overreach)

Risk: Sudden crackdowns on Al safety, data privacy, or foreign listings could suppress
multiple expansion and even compress earnings expectations.

Mitigant: No evidence of imminent action, but SGR monitors NPC/State Council language for
tone shifts.

Competitive Disintermediation (ByteDance, Douyin)

Risk: Short-form platforms with native checkout (Douyin) increasingly absorb user attention
and seller inventory—especially for young, impulsive consumers.

Mitigant: Alibaba’s scale, seller tools, and logistics still dominate in complex product
categories (e.g., home goods, appliances).

Al Monetization Gap (Tech # Revenue)

Risk: Significant capex poured into Qwen, AliBoost, and Aliyun Al suite may not translate
into material EBITDA uplift.

Mitigant: Watch unit-level margin contribution from Aliyun and DingTalk segments to ensure
ROl is tracking.

Institutional Hedge Recommendations

Use Case: BABA-specific idiosyncratic hedge

Hedge Tool: Short PDD or JD.com

Rationale: High correlation to Alibaba with lighter infrastructure exposure; effective e-
commerce beta proxy

Use Case: China macro hedge

Hedge Tool: Long puts on FXI or KWEB

Rationale: Broad exposure to Chinese tech and sentiment; useful in geopolitical stress or
economic slowdown
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Alibaba isn’t staging a comeback-it is undergoing a reinvention. Investors anchored to GMC curves
and regulatory memories are missing the rise of a platform that monetizes intention, embeds itself in
enterprise workflows, and regains access to Al innovation engines. The company is shifting from
marketplace to infrastructure, from transaction to coordination. And in doing so, it is laying claim to
become the Al-operating system for the world’s second-largest economy.

Disclosure:

This report is intended solely for informational and education purposes and does not constitute an
offer, solicitation, or recommendation to buy or sell any security, financial instrument, or investment
product. The view expressed herein are those of the author(s) as of the date of publication and are
subject to change at any time without notice. While the information contained in this report derived
from sources believed to be reliable, its accuracy, completeness, or timeliness is not guaranteed.

All opinions, forecasts, and projections reflect the author’s judgement at the time of writing and may
not materialize. Any financial models, valuation methods, or scenario analyses included are based on
assumptions that may prove to be incorrect or incomplete. Readers should not rely solely on this
report when making investment decisions and are strongly advised to conduct their own independent
due diligence and consult with a qualified financial advisor.

The author(s) may hold positions in the securities or strategies discussed, and such positions may
change without further notice. This report is not intended for distribution in jurisdictions where such
distribution would be illegal or restricted by law. Use of this content is at your own risk, and neither
the author(s) nor Shelke Global Research assumes any responsibility or liability for any direct or
indirect loss arising from the use of this material.



