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Abstract. This article selects Xiaomi as the research object. Firstly, a brief 

introduction is given to the basic situation of Xiaomi and the technology industry 

it operates in, and an overview of Xiaomi's value chain and corporate culture 

concept is provided; Then, using the SWOT analysis method, describe and 

analyze the opportunities and threats brought by Xiaomi's internal strategy, 

operations, and management methods, as well as external environmental factors. 

Analyze Xiaomi's company status and development potential from the 

perspectives of market, Xiaomi product users, and internal production 

management; Continuing with the analysis of Xiaomi's financial statements and 

various ratios, this paper will examine the company's financial situation and 

profitability over the past three years. Based on the previous analysis, this paper 

will describe the challenges Xiaomi faces in the technology industry, identify the 

company's current shortcomings, and explore future development opportunities. 

Finally, this paper will make predictions about Xiaomi's future profitability and 

investment potential, in order to provide reference for investors who want to 

invest in technology companies. 

Keywords: Value Investing, Xiaomi, Financial Analysis, Competitve 

Advantage. 

1 Introduction 

Xiaomi is a consumer electronics and smart manufacturing company with smartphones, 

smart hardware, and IoT platforms as its core. The company was established in April 

2010 and listed on the main board of the Hong Kong Stock Exchange in July 2018. 

Xiaomi has a vision of "making friends with users and being the coolest company in 

their hearts", focusing on customer needs and pursuing higher customer satisfaction 

with Xiaomi products [1]. Adhering to the pursuit of Xiaomi's product service 

experience and cost-effectiveness, Xiaomi boldly and diligently innovates, striving to 

improve product production efficiency and company operational efficiency, reduce 

operating costs, and feedback the value generated by efficiency improvement to 

customers through products and other aspects [2]. At the same time, Xiaomi has always 

taken "making good technology products to enable more people to enjoy the beautiful 

life brought by technology" as its mission and strives to practice it. This corporate 

culture and pursuit have earned Xiaomi recognition from many users, making it a rare 

high-tech company with a "fan culture" [3]. 
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As a technology company, Xiaomi not only produces small smart products such as
smartphones and tablets. Xiaomi announced a technological strategy upgrade in
August 2023, announcing that it will choose technology fields that have long-term
value for human civilization, adhere to long-term and continuous investment, and
release its first developed car in March 2024, joining the industry of intelligent car
research and development. The internal value chain of Xiaomi includes product
research and development, product manufacturing, product sales, and customer
relationship management [4]. Xiaomi has created a dedicated Xiaomi forum for
Xiaomi customers and fans to collect product feedback from Xiaomi users and make
corresponding changes and improvements in various aspects of the value chain. This
is also part of Xiaomi's strategic plan.

Xiaomi's strategy and the company's continuous improvement in technology and
products have made Xiaomi more popular among consumers in the technology
market, and the investment value of Xiaomi has also been increasing in recent years.

2 SWOT Analysis

By using the SWOT analysis method to analyze the strengths and weaknesses of
Xiaomi's internal strategy and the threats and opportunities posed by the external
environment, it can gain a clearer understanding of Xiaomi's investment value.

Using the SWOT analysis method, Xiaomi's analysis can be divided into four
aspects.

2.1 Strength

Market Advantage. Xiaomi is one of the world's leading smartphone brands, with
over 600 million active users worldwide using Xiaomi's smart products. At the same
time, Xiaomi has established a globally leading consumer grade artificial intelligence
and IoT platform, and its strong performance in the technology market has earned it a
significant market share [5]. At the same time, with the close integration of intelligent
platforms and daily life, and the integration of technology and various daily
necessities, Xiaomi is striving to practice the company philosophy of "allowing more
people to enjoy the beautiful life brought by technology", actively joining product
research and development and sales in various fields such as automobile
manufacturing and sales enterprises, constantly expanding the market. This gives
Xiaomi stronger market competitiveness when facing other technology companies.

In addition, Xiaomi's cost management in the product production process and
internal operational efficiency management have also brought market competitive
advantages to Xiaomi. Xiaomi hopes to create products that are "reasonably priced
and touching" and is committed to providing customers with cost-effective products.
At the same time, Xiaomi strives to improve the company's operational efficiency,
reduce product costs, and ensure product quality, which makes Xiaomi more popular
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among consumers in the technology product market, with stronger market
competitiveness and greater market development and profit potential.

Customer Relationship Management. As a rare high-tech company with a "fan
culture", Xiaomi has a marketing and production strategy of "making friends with
customers", improving products through customer feedback, and giving back to
customers to win their hearts [6]. For Xiaomi, users are friends, loyal users of Xiaomi
products are their supporters, and they are Xiaomi fans that Xiaomi should give back.
Xiaomi has created a dedicated community for loyal users of its products, allowing
them to exchange product experiences. This is also Xiaomi's management strategy for
enterprise users, which helps Xiaomi obtain product feedback from users and make
improvements in product production to create products that customers truly need.
This customer relationship management strategy reflects Xiaomi's sincere attitude
towards customer service, and also increases Xiaomi's loyal customers, making more
customers willing to try Xiaomi's products. More customers also represent Xiaomi's
stronger market competitiveness and future profitability.

Technological Product Innovation. As a technology company, Xiaomi has an
efficient management team and many technology R&D talents in the R&D team,
which makes Xiaomi's technology R&D capabilities very strong and more conducive
to product innovation with Xiaomi [7]. Xiaomi is committed to allowing more people
to experience the beautiful life brought by technology, and with this vision as the
starting point, drives Xiaomi to continuously innovate and launch products with
innovative features that meet customer needs.

2.2 Weakness

Late Company Establishment Time. Taking the smartphone market as an example,
compared to other smartphone brands, Xiaomi was founded later and has lower
corporate reputation and customer loyalty compared to other smartphone brands. In
market competition, customers may be more inclined to choose brand products that
have been established for a longer period of time, which means that Xiaomi has
weaker competitiveness when facing brands such as Huawei and Oppo [8].

Product Quality. Xiaomi strives to provide customers with cost-effective technology
products, so it will control costs during the product production stage [9]. However,
cost savings in raw materials may lead to quality issues in the final product.

2.3 Opportunity

Product Innovation and Market Expansion. With the development of technology,
technology is increasingly integrated into people's lives. Technologies such as AI and
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the Internet of Things need to be integrated with more lifestyle products to bring
convenience to people [10]. The social environment is conducive to the development
of technology companies such as Xiaomi. As a technology company, Xiaomi excels
in developing new technologies and innovating products. Xiaomi can obtain feedback
on customers' demand for technology in various fields, enhance the perception of
technology integration needs among the technology research and development team,
and make product innovation more in line with customers' actual life needs [11]. This
is also beneficial for Xiaomi to use technology to enter new markets and gain more
profits. For example, Xiaomi released its first car in 2024, joining the automotive
research and development, manufacturing, and sales industry, expanding Xiaomi's
technology market, and attracting more customers, which is beneficial to Xiaomi's
development and the increase of Xiaomi's investment value.

2.4 Threats

Competition Among Enterprises. As a technology company mainly producing
smartphones and other technology products, Xiaomi has strong competitors such as
Huawei and Oppo [12]. Compared to these brands, Xiaomi has a shorter
establishment time, lower customer trust and brand reputation than old brands like
Huawei. Faced with fierce corporate competition, Xiaomi will face more corporate
challenges

Product Cost Control. Xiaomi is committed to controlling production costs and
providing customers with cost-effective products, but fluctuations in the cost of
producing mobile phone parts may lead to a decrease in Xiaomi's profits, which is not
conducive to Xiaomi investing more in research and consumption during the product
production process and is not conducive to Xiaomi's technological research and
development [13]. This has a certain degree of impact on the future development and
investment value of Xiaomi company.

3 Ratio Analysis

3.1 Liquidity

Table 1. Liquidity ratios of Xiaomi from 2022 to 2024.

2022 2023 2024

Current ratio 1.6059 1.7898 1.7221

Quick ratio 1.1532 1.2270 1.3378

Cash ratio 0.2032 0.3080 0.2910
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Current Ratio. According to Xiaomi's financial statement data from 2021 to 2023,
the current ratio of Xiaomi in 2021 is 1.6059 times, the current ratio in 2022 is 1.7898
times, and the current ratio in 2023 is 1.7221 times. According to Xiaomi's financial
statements from 2021 to 2023, the company's current assets increased from 185.9
billion to 199.1 billion, while the difference in current liabilities between 2021 and
2023 was only about 100 million, which has led to a steady increase in Xiaomi's
current ratio (see Table 1). The increase in current ratio indicates that Xiaomi's
current assets have increased, the company's short-term debt paying ability is strong,
the financial condition of the enterprise is good, and the investment value and
attractiveness of the enterprise will also increase.

Quick Ratio. Xiaomi's quick ratio for 2021 is 1.1532, its quick ratio for 2022 is
1.2270, and its quick ratio for 2023 is 1.3378. From 2021 to 2023, Xiaomi's quick
ratio has shown a steady growth trend, which means that Xiaomi has strong debt
paying ability in the short term, good corporate fund management, and continuous
improvement in operational efficiency. The risk of financial difficulties faced by the
company has decreased, and the investment value has increased.

Cash Ratio. Xiaomi's cash ratio for 2021 is 0.2032, its quick ratio for 2022 is 0.3080,
and its quick ratio for 2023 is 0.2910.From 2021 to 2023, Xiaomi's cash ratio
increased from 0.2032 to 0.3080 and slightly decreased to 0.2910, showing an overall
upward trend. This indicates that Xiaomi has a high level of cash flow and efficient
fund management from 2021 to 2023, with a good ability to respond to sudden
financial situations and reduce financial risks, which is conducive to the improvement
of Xiaomi's corporate reputation. This increases the investment value of Xiaomi's
enterprise.

3.2 Solvency

Table 2. . Solvency ratios of Xiaomi from 2022 to 2024.

2021 2022 2023

Inventory turnover 5.74 4.52 4.50

Receivable turnover 23.33 18.81 22.63

Current Asset turnover 1.81 1.62 1.51

Total debt ratio 0.53 0.47 0.49

Inventory Turnover. Xiaomi's inventory turnover rate was 5.74 times in 2021,
decreased to 4.52 times in 2022, and further decreased to 4.50 times in 2023 (see
Table 2). Xiaomi's overall inventory turnover rate is showing a downward trend. The
inventory turnover rate reflects the inventory turnover speed of an enterprise, and the
higher the turnover rate, the faster the inventory turnover speed. The decrease in
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inventory turnover rate may indicate that Xiaomi may have low inventory
management efficiency and slow inventory capital turnover from 2021 to 2023. This
may increase Xiaomi's inventory costs, which may reflect the company's slower cash
flow and operational efficiency, and weakened profitability. But the slowdown in
inventory turnover rate from 2022 to 2023 may indicate that Xiaomi has noticed the
problem and begun to strengthen inventory management, increasing its attention to
market demand.

Receivable Turnover. Xiaomi's accounts receivable turnover rate was 23.33 times in
2021, decreased to 18.81 times in 2022, and rose to 22.63 times in 2023. The overall
accounts receivable turnover rate of Xiaomi Company shows a stable trend. The
accounts receivable turnover rate reflects the speed at which a company converts its
accounts receivable into cash within a certain period of time, and can reflect a
company's debt paying ability. Xiaomi's accounts receivable turnover rate decreased
between 2021 and 2022, indicating a decrease in Xiaomi's debt paying ability and
operational efficiency; It can also be affected by the epidemic, causing difficulties in
cash flow for various enterprises, and Xiaomi is unable to collect accounts receivable
in a timely manner. From 2022 to 2023, Xiaomi's accounts receivable rebounded to
22.63 times, indicating that Xiaomi's operational efficiency has improved, the
company's short-term debt repayment ability has increased, and the risk of bad debts
has decreased, which is conducive to increasing the company's investment value.

Current Asset Turnover. Xiaomi's current asset turnover rate was 1.81 times in
2021, decreased to 1.62 times in 2022, and decreased to 1.51 times in 2023. Xiaomi's
overall turnover rate of current assets is showing a downward trend. The turnover rate
of current assets reflects the utilization efficiency of a company's current assets, as
well as its operational capability and market competitiveness. The decrease in
turnover rate of current assets indicates that Xiaomi may have a problem of low
efficiency in the use of funds, and Xiaomi's operational management needs to be
strengthened. Under normal circumstances, the turnover rate of a company's current
assets is between 1 and 3, while Xiaomi's turnover rate of current assets is within the
normal range of the company. Within the normal range, Xiaomi's current asset
turnover rate has slowed down, indicating that Xiaomi may be aware of operational
management issues and have strengthened management. In the future, Xiaomi's
current asset turnover rate may remain stable, and the enterprise has investment
potential.

Total Debt Ratio. Xiaomi's asset liability ratio was 53% in 2021, decreased to 47%
in 2022, and increased to 49% in 2023. Xiaomi's overall asset liability ratio is
showing a downward trend. The asset liability ratio reflects a company's debt level
and debt paying ability, as well as its use of financial leverage. It is generally believed
that a corporate asset liability ratio between 40% and 60% is more appropriate. The
decrease in Xiaomi's asset liability ratio from 2021 to 2023 indicates that Xiaomi's
debt level is relatively normal, financial risks have decreased, and its debt paying
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ability has improved. Moreover, Xiaomi's asset liability ratio remains stable at around
50%, which indirectly reflects the long-term stability of Xiaomi's corporate
development. The company is able to effectively utilize financial leverage and has a
high investment value.

3.3 Profitability

Table 3. . Profitability ratios of Xiaomi from 2022 to 2024.

2021 2022 2023

ROE 0.1482 0.0176 0.1136

ROA 0.0658 0.0091 0.0539

Gross Profit margin 0.1775 0.1699 0.2121

Net profit margin 0.0587 0.0089 0.0601

ROE. Xiaomi's average return on equity was 14.82% in 2021, decreased to 1.76% in
2022, and rebounded to 11.36% in 2023 (see Table 3). The average return on equity
of Xiaomi company is generally showing a downward trend. The average return on
equity reflects a company's profitability and investment return ability. In 2022,
Xiaomi's average return on equity may sharply decline due to external economic
conditions, but it will rebound again in 2023 and approach the ratio of 2021,
indicating that Xiaomi's business operations are relatively good, profitability is good,
and investment return rate is good in a favorable socio-economic environment.

ROA. Xiaomi's asset return rate was 6.58% in 2021, decreased to 0.91% in 2022, and
rebounded to 5.39% in 2023. Xiaomi's overall asset return rate is showing a
downward trend. The return on assets can reflect a company's ability to profit from its
assets. Although Xiaomi's asset return rate decreased significantly in 2022 and
rebounded in 2023, showing an overall downward trend, the asset return rate of
Xiaomi in 2021 and 2023 is similar, indicating that Xiaomi still has good profitability
and rapid enterprise management adjustment ability. This is conducive to Xiaomi's
future economic development and profitability improvement, as well as the
enhancement of Xiaomi's enterprise investment value.

Profit Margin. Xiaomi's gross profit margin and net profit margin were 17.75% and
5.87% in 2021, 16.99% and 0.89% in 2022, and 21.21% and 6.01% in 2023,
respectively. Xiaomi's gross profit margin and net profit margin are generally
showing an upward trend. Gross profit margin and net profit margin reflect a
company's profitability, with gross profit margin reflecting cost management and net
profit margin reflecting operational efficiency. In 2022, Xiaomi's gross profit margin
and net profit margin both significantly decreased, but in 2023, both ratios rebounded
significantly and were higher than those in 2021. This indicates that Xiaomi's cost
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management and control are very effective, and its enterprise products have good
competitiveness in the market. At the same time, Xiaomi's overall profitability is
showing an upward trend. Xiaomi's investment value may increase, and for investors,
the investment return may also increase in the future.

4 Risk & Forecast

4.1 Industry Risk

Technological Development. Xiaomi, as a high-tech company, operates in an
increasingly competitive technology industry. To develop in the technology industry,
Xiaomi needs to invest a lot of cost in researching emerging technologies, and
product innovation requires numerous technical talents in the technology team. In the
current rapid technological development, not keeping up with industry technology
may lead to the company's products being continuously eliminated from the market,
thereby affecting the company's profitability, market share, and future technological
development.

Information Security. The rapid development of technology will also bring more
information security issues. Information security and data protection within
companies are also crucial in the technology industry. Security needs to be constantly
updated, and major data breaches may not be conducive to Xiaomi's release of new
products and protection of its own patents, and will have a significant impact on the
company's value.

4.2 Business Risk

Customer Data Security Management. As a technology company mainly focused
on smartphones, Xiaomi's customer data security management is particularly
important. Xiaomi needs to do a good job in data management and storage security
testing to prevent user information leakage. User information leakage not only affects
customers' personal privacy, but also their trust in Xiaomi's information security
protection, affects Xiaomi's reputation in the industry, and affects the market sales of
Xiaomi products, thereby causing significant obstacles to the company's overall
development, profitability, and investment value.

Environmental Protection and Cost Management. The current socio-economic
development pursues sustainability, and more customers are pursuing green energy
products and sustainable products that can protect the environment. In the face of
such changing demands, Xiaomi needs to consider product innovation and the use of
sustainable materials, while also taking into account the cost changes in product
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production, doing a good job in cost management, and ensuring that it can provide
customers with cost-effective and environmentally friendly products. The
combination of cost management and the concept of high cost-effectiveness may lead
to quality control issues with Xiaomi products. Increased costs may result in a
decrease in the company's profits, leading to a decrease in Xiaomi's investment return
and attractiveness.

4.3 Forecast

Xiaomi's future revenue can be predicted from aspects such as market, economic
environment, and operational management. From Xiaomi's financial statements and
ratio analysis, it can be seen that the total revenue has been decreasing year by year
from 2021 to 2023, but at the same time, the cost of sales has also been decreasing
year by year. The gross profit has slightly decreased but fluctuated relatively steadily
from 2021 to 2023. Xiaomi's research and development expenses have been
increasing year by year, indicating that Xiaomi has invested more funds in product
development, reflecting Xiaomi's pursuit of technology development and product
innovation. From 2021 to 2023, Xiaomi's net cash income from operating activities
first decreased and then increased. Although there was a negative value in 2022,
Xiaomi took effective measures to improve its internal operations management in
2023, resulting in a significant increase in net cash. This proves that Xiaomi's internal
operations adjustment speed is fast, which is conducive to maintaining operational
management efficiency and improving profitability. The annual growth of Xiaomi's
gross profit margin and net profit margin also indicates that Xiaomi still has great
potential for development and investment. In terms of market, Xiaomi's expansion in
the fields of automobile production, manufacturing, and sales, as well as its pursuit of
sustainability and environmental friendliness in its products, are conducive to
attracting more customers, thereby increasing Xiaomi's future revenue [14]. In the
next three to five years, Xiaomi's gross profit margin is likely to increase to around
22% -24%, and its net profit margin is expected to grow to 6% -8%. Xiaomi's asset
return rate may slowly rebound to over 6.5% or even higher, and the average return
on equity may rise to around 15% in the next three years. In terms of operational
management, Xiaomi's internal adjustment speed is fast, and there is still room for
improvement in Xiaomi's operational efficiency in the future.

5 Conclusion

Overall, in the current era of technological development, Xiaomi, as a brand with a
large market share and good product reputation, has a good company operation team
and management methods, good cost management in production, and unique
customer relationship management methods in marketing. This enables Xiaomi to
gain more new customers and retain old customers, whether in the familiar field of
smartphone manufacturing and sales or in the newly joined field of automotive
manufacturing and sales. The technology market is constantly expanding, and Xiaomi
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is also constantly exploring new areas of technology integration and innovation,
which has won more recognition from customers for the company. In the next three to
five years, with the development of technology, Xiaomi will also adhere to
innovation, strive to expand the market, and enhance its own profitability. Meanwhile,
Xiaomi will also face more opportunities and challenges. I believe that in the future,
Xiaomi will also uphold the concept of "providing customers with cost-effective
technology products, allowing more people to experience the beautiful life brought by
technology", actively innovate, bring better technology products to the public, stand
out from competition, and enable the company to develop better, bringing more value
returns to investors.
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