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Consolidated Statement of Profit or Loss

Dec Y/E, RMB mn

PPhiIIipCapitaI

UPDATE REPORT

FY20 FY21l FY22 FY23E FY24E

Total net revenues

COnline game services

Youdao

Cloud Music

Innovative businesses and others
Total cost of revnenues

Online game services

Youdao

Cloud Music

Innovative businesses and others
Total gross profit

Selling and marketing expenses
General and marketing expenses
Research and development expense

73667.1 87606.0 964958 111556.8 130908.6
546087 67819.3 745665 857514 100329.2
31675 53544 50132 51974 53885
48957 69976 89922 115554 148491
109952 74348 79239 90525 103419
(34683.7) (40635.2) (43729.7) (50614.7) (59850.2)
(19847.8) (26007.4) (27784.4) (31709.3) (37099.9)
(1713.2) (2448.1) (2430.7) (2448.2) (2538.2)
(5491.1) (6854.9) (7699.1) (9893.7) (12713.7)
(7631.8) (5324.7) (5815.4) (B563.5) (7498.4)
389834 46970.8 527661 609420 71058.4
(10703.8) (12214.2) (13402.7) (15494.6) (18182.5)
(3371.8) (4263.5) (4695.8) (5428.7) (6370.4)
(10369.4) (14076.0) (15039.0) (17386.3) (20402.3)

Total operating profit 145384 164171 196286 226324 26103.2
Investment income, net 1610.0 29477 54.0 17331 20337
Interest income, net 1598 6 15197 21487 2280 4 2676.0
Exchange gains/({losses), net (3112.2)  (4905) 16712 508549 6993
Other, net 7372 7104 B46.8 1000.0 11735
Profit before income tax 153721 211045 242503 282418 326857
Income tax (30418) (4128.3) (50318) (53066) (62271)
Met income from continuing operations 123302 169762 192184 229353 264586
Met income from discontiued operations 0.0 0.0 6249 00 0.0
Profit for the year 123302 169762 198433 229353 264586
EPS(RMB) 36 50 6.2 72 B5
DPS({HKD) 1.2 18 23 27 32
Dividend payout ratio 35 5% 20.8% 33.1% 33.1% 33.1%
Weighted shares outstanding 3349 8 3367 5 3296 0 32027 31093
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Consolidated Statement of Financial Position

Dec ¥/E, RMEBE mn Y20 Fy21 FY22 FY23E FY24E
Current assets

Cash, cash equivalents and restricted cash 12188.6 173761 275883 257458 280524
Time deposits 71079.3 70748 249477 938757 1098253
Accounts receivable, net 4575.4 5508.0 5002.9 57837 8787.0
Inventories 621.2 9547 9936 11487 13480
Prepayments and other current assets net 81124 623589 54483 62886 TiIM3
Shor-term investments 13273.0 122815 78227 2812.4 103411
Aszets held for sale 0.0 0.5 0.0 0.0 0.0
Total current as=sets 1078310 1131216 1316035 1454550 16383855
Non-current assets

Property, equipment and software, net 454599 54335 53423 68737 74497
Land use right, net 4178.3 4108.1 4121.8 4121.8 4121.8
Deferred tax as=sets 1086.8 1258.0 1480.8 1430.8 1480.8
Time deposits 6530.0 5823.8 2973.8 S427.0 §368.4
Other long-term assets, net 1755931 238575 262388 288578 317381
Assetz held for zale 5.5 1.1 0.0 0.0 0.0
Total non-current assets 34043.5 405223 41157.5 4678611 511588
Total Assets 1418748 1538439 1727V81.0 1522301 2150443
Current liabilities

Accounts payable 1134.4 885.1 1507 .1 18232 225838
Salary and welfare pavables 35387 4133.3 47325 24029 G167.6
Taxes payable 42828 45371 28131 5277 4 51929
Short-term loans 195047 153523 238757 286487 338184
Contract liakilties 10358.9 121327 123185 144728 1653834
Accrued liabilties and other payables 72839 §360.% 113811 125388 14713.9
Total current liabilities 45743.5 205013 568288 632637 799329
Non-current liabilities

Deferred tax liabilties 713.4 1345.9 21281 21281 21281
Long-term loans 0.0 12751 3655.0 3655.0 3655.0
Other long-term liabilities 623.7 10577 12778 12778 12778
Total non-current liabilities 1337.2 arar 70587 0587 TOS8.7
Total liabilities 420807 542200 8383375 783223 B809418
Redeemable noncontrolling interests 10755.1 1452 136.4 1354 135.4
Equity

Equity aftributable to equity holders of the company ~ 82126.2 953231 104731.3 112798.5 1235777
Mon-controlling interests 871.0 3950.6 4005.7 39748 39386
Total equity 82597.8 S92786 1087370 116771.3 1279163
Total liabilities and equity 1310785 1534887 1726245 1920036 2145079
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Consolidated Statement of Cash Flow

Dec ¥/E, RMB mn Y20 Y21 FY22 FY23E FY24E
CFO 248882 248287  27r09.2 360637 400713
MNet income before tax 123302 169762 198433 228353 264536
Depreciation and amortization 34578 32757 28582 3860 3 4170.9
change in working capital 4771.5 3188.0 34597 4 48756 44043
Others 43287 1485.8 1510.4 42836 50378
CFl (291592.4) (70723} (7389.7) (194590.6) (26347.3)
Total Capex (32725) (30385) (2602.0) (4500.7) (47483)
short-term and long-term investments, net erar (3780.4) 22829  (3517.2) (40B88.5)
Time deposits, net (26638.5) 9.2 |726.8) (11181.2) (17191.4)
Others (160.7)  (268.7) (323.8) (2915) (320.6)
CFF 99131 (12585.6) (10237.7) (14411.68) (15381.4)
short-term and long-term loans, net 4041 1 17082 4245.0 4773.0 4560 7
Cash paid for repurchase (114591.0) 1259105y (83281) (11591.9) (11591.9)
Dividend paid to MetEase's shareholders (4280.5) (3508.4) (6723.7) (75827) (BF50.3)
Others 21643 5 21251 (30.9) 0.0 0.0
Cash and CE at Beg. 639759 121686 173761 275883 257458
Met Change in Cash S5608.9 52629 1momm.e 21615 (18574}
FX impact 161.5 (35.4) 110.4 0.0 0.0
Cash and CE at Y/E 121686 173761 275883 297458 280924

Key Financial Data

Dec Y/E FY20 FY21 FY22 FY23E FY24E
Valutation Ratio

P/E ratio 399 287 233 201 16.9
Dividend Yield, % 0.84% 1.25% 1.62% 1.88% 2.23%
Per share data(RMB)

EPS 3.60 5.01 6.17 717 852
BVPS 2478 29.48 32.99 36.46 4114
DPS(HKD) 1.21 1.80 233 270 321
Growth & Margin

Growth

Revenue Growth 24 4% 18.9% 10.1% 15.6% 17.3%
Gross Profit Growth 23.5% 20.5% 12.3% 15.5% 16.6%
Operating Profit Growth 5.4% 12.9% 19.6% 15.3% 15.3%
Net Profit Growth N/A 39.7% 20.6% 12.9% 15.4%
Margin

Gross Profit Margin 52.9% 53.6% 54 7% 54 6% 54 3%
Operating Profit Margin 19.7% 18.7% 20.3% 20.3% 19.9%
Net Profit Margin 16.4% 19.2% 21.1% 20.6% 20.2%
Key Ratios

ROE 14 7% 17.7% 19.4% 20.4% 21.4%
ROA 8.5% 11.0% 11.8% 11.9% 12.3%

REEZE 2023 F4H24 H
IR : PSHK Est.
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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
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