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Financial performance 
In the first quarter of 2025, the company recorded total revenue of RMB 180 billion, 
representing a 12.9% year-on-year increase. In terms of profitability, non-IFRS operating 
profit reached RMB 57.6 billion, up 9.5% year-on-year, with the operating profit margin 
slightly decreasing to 32.0% from 33.0% in the same period last year. Non-IFRS net profit for 
the period amounted to RMB 49.7 billion, increasing by 16.6% year-on-year. By segment, 
value-added services revenue in 1Q25 grew robustly by 17.1% year-on-year to RMB 92.1 
billion, primarily driven by contributions from the domestic games business against a low 
base effect in the prior year. Online advertising revenue rose 20.2% year-on-year to RMB 
31.9 billion, benefiting from increased user engagement, continuous AI-powered upgrades 
to the advertising platform, and enhancements to the Weixin transaction ecosystem. 
FinTech and Business Services revenue increased by 5.0% year-on-year to RMB 54.9 billion, 
mainly due to growth in consumer loan services and wealth management services, as well as 
increased revenue from cloud services and merchant service fees. 
 
Performance Summary 
Gaming Business  
In the first quarter of 2025, the company's gaming revenue increased by 23.7% year-on-year 
to RMB 59.5 billion, accounting for 51.0% of total revenue—up from 49.0% in the same 
period last year. International gaming revenue reached RMB 16.6 billion, up 22.1% year-on-
year, primarily driven by strong performance of titles including PUBG MOBILE and Brawl 
Stars. Domestic gaming revenue rose 24.3% year-on-year to RMB 42.9 billion, benefiting 
from last year’s low base effect and record-high revenue from evergreen titles like Honor of 
Kings. Additionally, the new game Delta Action achieved a peak DAU count exceeding 12 
million, making it the highest-DAU new game launched in the industry in the past three 
years. According to management, both domestic and international gaming businesses retain 
long-term growth potential. AI technology enhances gaming experiences and user 
engagement, which is expected to partially mitigate the low base effect.   
 
Social Networks Business  
In 1Q25, Social Networks revenue grew 6.9% year-on-year to RMB 32.6 billion, mainly fueled 
by robust advertiser demand for ad inventory across Video Accounts, Mini Programs, and 
Weixin Search. Tencent Video and Tencent Music maintained market leadership, with paid 
subscriptions reaching 117 million and 123 million, respectively.   
 
Marketing Services Business  
Marketing Services revenue in 1Q25 increased 20.4% year-on-year to RMB 31.9 billion, 
primarily driven by strong advertiser demand for ad inventory in Video Accounts, Mini 
Programs, and Weixin Search. Management highlighted advancements in generative AI 
capabilities and upgrades to the advertising technology platform, including improved image 
generation and video editing tools to accelerate ad production, the rollout of digital human 
solutions to boost livestreaming activities, and deeper insights into user interests and 
products to enhance recommendation accuracy. AI-driven optimizations are currently 
quantified through higher ad CTR. Historically, CTR averaged around 0.1% for banner ads 
and 1.0% for in-feed ads. With AI enhancements, CTR for certain ad inventory has risen to 
3.0%. 
 
By leveraging organic traffic growth and increased user engagement to drive advertising 
revenue growth without relying on higher ad load, the company can reserve the release of 
new ad inventory for the future, thereby extending the growth cycle. By controlling ad load 
to directly enhance product experience and boost user stickiness, this creates a virtuous 
cycle: improved experience leads to higher user retention, which in turn elevates advertising 
value. 
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KEY FINANCIALS 
CNY mn FY22 FY23 FY24E FY25E 
Revenue 547,358 603,620 654,669 707,362 

Net profit 188,709 118,048 208,017 236,489 
EPS 19.76 12.19 21.69 24.66 
P/E ratio, x 15.2 21.9 22.9 20.1 
Dividend Yield, % 0.25% 0.31% 0.59% 0.85% 

Source: Company reports, Phillip Securities Est. 
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FinTech and Business Services Business 
In 1Q25, FinTech and Business Services revenue reached RMB 54.9 billion, up 5.0% 
year-on-year. Growth in FinTech services was driven by increased revenue from 
consumer loan services and wealth management services. Business services revenue 
growth benefited from higher cloud services revenue and merchant service fees. 
Tencent Cloud’s audio-video solutions ranked first in China by revenue for the 
seventh consecutive year. By integrating large language model capabilities, the 
solutions further enhanced content generation, media processing, and real-time 
interactive experiences. 
 

Company valuation 
Overall, we remain optimistic about AI-driven medium-to-long-term growth. We raise 
our 2025-2027 revenue forecasts to RMB 737.9/809.9/885.9 billion and non-IFRS net 
profit estimates to RMB 295.0/315.3/346.7 billion, translating to EPS of RMB 
28/30/33. The current share price implies a PE of 17/16/14x. Based on SOTP 
valuation—applying a 10% discount to the latest market values/valuations of 
subsidiaries and invested companies—we derive a 2025 target market cap of RMB 
5.1 trillion for Tencent, equivalent to a target price of HKD 602. We upgrade our 
rating to "Accumulate". 
 

  % owned  PE/PS 2025E x Valuation to Tencent, RMB mn 

Core business 
                                                  4,552,755  

Game 100% PE 18x                                                1,949,262  

Social Network 100% PE 18x                                                   513,754  

Marketing services 100% PE 18x                                                   918,763  

FBS 100% PS 5x                                                1,170,976  

Investments   
                                                   950,000  

Less: holdco discount 
  

10%                                                4,952,479  

Add: Net cash 
                                                     143,446  

Market capitalization 
                                                  5,095,925  

 
 

Risk factors 
1) Strict gaming regulations; 2) Weak macroeconomic environment; 3) Potential 
competitive threats from existing and emerging social platforms. 
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Current Price as of: Jun 6 
Exchange rate: HKD/RMB = 0.92 
Source： PSHK Est. 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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.   
©  2025 Phillip Securities (Hong Kong) Limited 

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 
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