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Financial performance 
In the second quarter of 2025, the company reported total revenue of CNY 184.5 billion, 
representing a year-on-year increase of 14.5%. In terms of profitability, operating profit 
reached CNY 60.1 billion, up 18.5% year-on-year, with the operating profit margin rising 
from 31.5% in the same period last year to 32.6%. Net profit attributable to equity holders 
of the company was CNY 55.6 billion, reflecting a year-on-year growth of 16.8%. 
 
By segment, Value-added Services revenue in 2Q25 saw robust growth, increasing by 15.9% 
year-on-year to CNY 91.4 billion, primarily driven by the sustained stability of top games. 
Online Marketing Services revenue grew by 19.7% year-on-year to CNY 35.8 billion, 
benefiting from improved user engagement, continuous AI upgrades to the advertising 
platform, and optimizations in the WeChat transaction ecosystem. FinTech and Business 
Services revenue increased by 10.1% year-on-year to CNY 55.5 billion, mainly due to growth 
in consumer loan services, wealth management services, as well as increased cloud services 
revenue and merchant service fees. 
 
Performance Summary 
Gaming Business  
In the second quarter of 2025, the company's game revenue increased by 22.1% year-on-
year to CNY 59.2 billion, accounting for 32.0% of total revenue, up from 30.1% in the same 
period last year. Among this, international market game revenue reached CNY 18.8 billion, a 
year-on-year increase of 35.3%, primarily driven by revenue growth from PUBG MOBILE and 
contributions from newly launched games. Domestic market game revenue grew by 16.8% 
year-on-year to CNY 40.4 billion, benefiting from sustained revenue growth of evergreen 
titles and the strong performance of the new game Delta Action, which achieved an average 
DAU of over 20 million in July, ranking among the top five in the industry by daily active 
users and top three by revenue. With a broader and more platform-diversified game 
portfolio, management expects reduced volatility in overall game revenue growth. 
 
Social Networks Business  
In the second quarter of 2025, the company's Social Networks revenue increased by 6.3% 
year-on-year to CNY 32.2 billion, primarily driven by growth in game virtual item sales, live 
streaming services from Channels, and music subscription revenue. WeChat’s user traffic 
continued to grow in 2Q25, with combined MAU reaching 1.411 billion, up 2.9% year-on-
year. Meanwhile, monthly active accounts on QQ’s smart terminal saw a slight decline 
compared to the same period last year. The number of registered paid value-added service 
subscriptions remained stable at 264 million year-on-year. Tencent Music’s paid members 
recorded healthy growth, while Tencent Video’s subscription count experienced a decline. 
 
Marketing Services Business  
In the second quarter of 2025, the company's online marketing services revenue increased 
by 19.7% year-on-year to CNY 35.8 billion, primarily driven by AI-powered upgrades in 
advertising technology and new ad inventory from the Channels transaction ecosystem. 
 
According to management, the company enhanced its AI capabilities across advertising 
creation, placement, recommendation, and performance analysis, significantly improving ad 
click-through rates, conversion rates, and return on investment. This was achieved by 
deploying an upgraded foundational model to revamp the advertising platform architecture, 
which comprehensively analyzes cross-application/service ad click-through rates, 
transaction data, and user interactions with text, images, and videos to determine user 
interests in real time and optimize ad performance. 
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KEY FINANCIALS 
CNY mn FY24 FY25E FY26E FY27E 
Revenue 660,257 746,657 828,622 917,588 

Net profit 227,194 300,587 321,154 356,734 
EPS 21 28 30 34 
P/E ratio, x 27 20 19 17 
Dividend Yield, % 0.51% 0.70% 0.74% 0.74% 
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Management noted that the company’s short-form video ad load rate remains in 

the low single digits, compared to the industry average of 10%-15%. With continued 
AI-driven microtargeting, growing user traffic, and increasing advertiser demand, 
management expects advertising revenue to maintain healthy growth. 
 
FinTech and Business Services Business 
In the second quarter of 2025, the company's FinTech and Business Services revenue 
reached CNY 55.5 billion, representing a year-on-year increase of 10.1%. Revenue 
growth from FinTech services accelerated to mid-to-high single digits, primarily 
driven by commercial payment services and consumer credit offerings. Business 
Services revenue achieved double-digit year-on-year growth. Cloud services revenue 
growth accelerated compared to recent quarters, mainly due to increased demand 
for GPU leasing to support AI workloads and growth in API token revenue. 
 

Company valuation 
Given the company's better-than-expected growth in gaming and advertising 
businesses, sustained operating leverage effects, and the empowering role of AI 
technology across its ecosystem, we have accordingly raised our profit forecasts. 
Consequently, we upwardly revise our revenue estimates for 2025-2027 to CNY 
746.7/828.6/917.6 billion, with adjusted net profit attributable to equity holders 
projected at CNY 259.1/279.2/313.9 billion. Corresponding EPS estimates are CNY 
28/30/34, implying P/E ratios of 20/18/16x at the current share price. Based on SOTP 
valuation methodology, applying a 10% holding discount to the latest market values 
or valuations of subsidiaries and invested companies, we derive a total target market 
capitalization of CNY 5.6 trillion for Tencent in 2025. This corresponds to a target 
price of HKD 682 per share. We maintain our rating as ‘Accumulate’. 
 

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

Core business 
                                                  5,005,338  

Game 100% PE 20x                                                2,172,702  

Social Network 100% PE 20x                                                   600,846  

Marketing services 100% PE 20x                                                1,060,815  

FBS 100% PS 5x                                                1,170,976  

Investments   
                                                1,155,000  

Less: holdco discount 
  

10%                                                5,544,304  

Add: Net cash 
                                                     147,026  

Market capitalization 
                                                  5,691,330  

 
 

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: Sep 10 
Exchange rate: HKD/RMB = 0.91 
Source： PSHK Est. 
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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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