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Fig 1 Quarterly PCU & ACU
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31/12/2013 30/9/2013 30/6/2013 31/3/2013 31/12/2012

BEESHBE 477,000 510,000 468,000 445,000 521,000

FEFEPZHEE 266,000 270,000 255,000 237,000 287,000

Source: PSR, Company reports
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Fig 2 Costs as percentage of revenue estimates
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Fig 3 Revenue mix estimates
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Fig 4 Peers comparison

Company Stock Code Market Cap US$ Mn PE  2014PE PB P/S P/CF ROE
BOYAA 434 HK 880.13 17.08 20.93 N/A 3.4 N/A 21.10%
Forgame 484 HK 629.56 N/A 9.58 247 1.23 8.17 25.78%
NetDragon 777 HK 904.50 43.46 20.11 1.28 5.48 14.01 133.00%
Kingsoft 3888 HK 4,115.98 37.28 30.95 7.57 11.50 25.10 22.80%
IGG 8002 HK 1,261.08 116.07 14.74 N/A 9.50 50.90 N/A
Perfect World PWRD US 917.30 12.64 8.59 1.28 1.83 8.74 12.64%
Changyou CYOU USs 1,489.70 5.50 N/A 1.63 1.99 23.29 8.81%
Giant GA US 2,799.40 14.20 11.30 4773 7.26 9.95 34.53%
Shanda Games GAME US 1,744.00 8.14 6.65 46.55 2.51 6.91 23.711%
NetEase NTESUS 9,086.20 12.48 11.32 2.72 6.02 10.58 22.42%

Source: PSR, Bloomberg as at Apr 16, 2014 (HKT)
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Income Statement (RMB mn) FY12 FY13 FY14E FY15E
Revenue 826 885 964 1,109
Revenue Growth 0 0 0 0
COGS (54) (81) (87) (100)
Gross profit 771 803 877 1,009
Selling & Marketing expenses (114) (106) (135) (150)
General & Admin expenses (206) (366) (263) (298)
R&D costs (146) (163) (183) (210)
Other expenses (22) (20) (15) (22)
Other income 49 45 49 52
EBIT 332 203 330 381
Net finance costs (10) (5) 107 80
Other items 11 19 14 16
Associates & JVs (2) 0) (2) Q)
Profit before tax 332 217 450 476
Tax (50) (50) (101) (108)
Profit after tax 282 166 349 368
Profit from discontinued operations (243) 6,056

Profit for the year 39 6,222

Non-controlling interest 0) 82

Net profit of the parent 39 6,141

Source: PSR
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and
speculative undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2014 Phillip Securities (Hong Kong) Limited
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Phillip Securities Pte Ltd
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Tel : (65) 6533 6001
Fax : (65) 6535 6631
Website: www.poems.com.sg

HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
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Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk
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PT Phillip Securities Indonesia
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Tel (62-21) 57900800
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Website: www.phillip.co.id

THAILAND
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849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel (66-2) 6351700 / 22680999
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King & Shaxson Capital Limited
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London, EC4N 6AS

Tel (44-20) 7426 5950

Fax (44-20) 7626 1757

Website: www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
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Melbourne, Victoria 3000, Australia
Tel (613) 96298380
Fax (613) 96148309
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Phillip Capital Management Sdn Bhd
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