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Industry Overview

Gaming’s Revenue Eclipsed All Other
Major Entertainment Categories

Gaming

$116B

(up over 10%)

®:®

Television

Film Box
Office
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Top Grossing Games Worldwide for Q1 2022 China Developer / Publisher or

Overall Revenue
1 @ Honor of Kings
2 [ PUBG Mobile

3 F ~ Genshin Impact

App Store Revenue
1 @ Honor of Kings
2 B PUBG Mobile

3 ) Genshin Impact

St
4 E. Roblox
5 @ Candy Crush Saga
6 Lineage W
7 ﬁ) Coin Master
8 ;"g Uma Musume
9 7;{“: 3 Kingdoms Tactics

10 @ Garena Free Fire

4 g Roblox

5 5{‘;" 3 Kingdoms Tactics

6 @ Candy Crush Saga

7 @ Fantasy WW Journey
prace

8 % Uma Musume

9 @ Monster Strike

10 i Rise of Kingdoms

Note: Does not include revenue from third-party Android stores in China or other regions.

Tower Data That Drives App Growth

Google Play Revenue
1 Lineage W
2 g Coin Master
3 @ Candy Crush Saga
4 ““. Genshin Impact
5 ;a Garena Free Fire
6 g Roblox
7 B PUBG Mobile
8 @ Pokémon GO
9 "g Uma Musume
10 gZ4 Lineage M

sensortower.com
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Industry Overview : conglomerates vs pure-play t ktbst sec

Business Segment By Revenue

Tencent (700 HK) NetEase (9999 HK)

Fintech & Business Service

I Social Network
Online Games

i 4% ;
B Online Games B Online Education

B Others

B Online Advertsing

B Ohters

NetEase Tdndousielfiuinnda 3 Tu 4 unenssiedileinud (A PC ia: bafio ) Tuvru:nsielfienssiediloinudved Tencent ldnaouselaiita 1
tu 4 vousneliisou rinli NetEase Danuruzssieniina1u Pure-Play UINnN31 Tencent la: IUA:aundmnUnasnudiesnsadnulussiedalomnud
Inonsy
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NetEase IJugiwsuuia:liusnisinudvesdutiuninudiietio Tnedsnalavninuduiningaidusduau 2 veulan 10usedied Tencent INuu J99U0uusEnisiSy

vgrgssiouawmumazIusnisinud na: iIndounaulsauniu uanNINssNVINUEIZoUSENGIAUSNIS Application Roimaseaulad fude “Youdao” na: /(gff getEase
\\=) BGames

Application Waiwaveaulau TuBio “NetEase Cloud Music” 3n#0g

Self @ a ,y Innovative Businesses (21%)

Development -

*  siyglpnanvad NetEase [usshoinudurannisiauuluinud Game e S . o .
e o o e | Bl ssicaR ek *  ssiolnlquad  NetEase BuUs:noudios Cloud Music
Uofioiwadovauswgqwuiauluinud  uananUudilagounuy 8 | oae

Online Game (75%)

streaming service, label e-commerce platform, Online

snglavnnisiduglfusnmisinuseninuds:aulansiig o8 —_—— — . . N
) ) . payment system lla: Online Advertising 33J990uISun Cloud
Microsoft |Ia~"BI_|zzar<;l onAvg o . Licensed - “*‘ Music 10usseRIAUTnGARER
. NetEase [AUSN1snuluduNa:uanUs:INAIU  (Andousula Games
JegUuagin 90%/10%) muaAU [ne9n Earning Call d1dn
usBnnwu:iwusoldonuands:inASudu  40-50%  Tu ] ]
SR, Top NetEase Mobile Games in June22 Online Education (4%)
e fumiusenesisuiRUIauIeINsshviNudlofionsidogUu UGN Games Release Date Downloads  Revenue
isullunnaninud PC 1la: Consoles Unnvu Tneiinisiingo . )
g  KnivesOut 14/11/2017 80k $14m

uSBNYWauNINUdraneiing 18U Jackalope Games vodansgd

— * TAusnis  Application  d1rSunasiSaunisaousaulauiiuu
la: Ouka Studio veuryJu Inelulnsunanuiuun PC Game } Life After 17/12/2018 80k $4m Premium Tuo Youdao Inotjisuu:Fouidenn Package niou
10u segment NIAUINANGR (+40% YOY)

WuSeu Ineld Application 185UIUNSEOUISYUSHINY OEW
Identity V 4/7/2018 200k $3m

*  USBnnagndlunistininud PC AlRYAY NAUUY Relaunch Tl Youdao Dictionary lla: Youdao Translation $og U99U0u

TusUnuulofiolsu Dead by Daylight Mobiles 10usiu Builonna /"".; Omyoiji 21/2/2017 5k $200k Youdao I Listed Tunann NYSE 1d08nnog
2

dSoAsuivasanguandninudiiotioniainsy
¥ ¥ Super Mecha 24/7/2019 20k $200k
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‘ NetEase

Competitive Strength

NetEase I10uusEnsuUnlussiamnudvasdu  Inuilugliusnis

INUAI 08N Identity V ,Omyoji 10udiu  rlAGguanAnn
IVaINSy  MuguiduNuan  In-App-Purchase  nnlianunsn
Monetize IWUVUIUTEBN

USBN R&D/sales aufiv 14%  10uaNMARMNIKUSENSIAIT
Pipeline n1seanINU&lnL) r‘qummw la: ausnooniNuE
luquIneulengiusinlsioguroltiod
USBNONMsEaRINISAEWMUNINUERY IWoNAUNaSUANanIW
tumswiuuninud Ingiawlunauinud PC i1a: Consoles NUSBN
on9luntnuaniugounountind

usBnIdu  Partner AUWARINUABUUNOEN  Microsoft  lla:
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Growth Opportunity

fundssnedalonude:ivunnlnndidenounuanairnssuduing
3u isfigutlonmainulntus=Au 10% CAGR Inundunlnairungn
Aoinudliofiaitiovonigiaudrusuuiniai ARPU ( Average
Revenue Percent Unit) qu%"aswlﬁvaa NetEase doulrnyduun
MnINudlona

nsisuuvenenaalunauinud PC na: Console wiouny
nsIBousBnEWmUNINUER 2:10ufdgosruUNSIAUTRVY
NetEase luounan ( lulnsunantruuisieldionninud PC 1Ruln
guiiv 40%)

ssnolnuanNelAnuon New Innovative Business 9:aSwlond
nsiaulnlale sounvas1edsnis monetize THIN NetEase 15U
nasluuruoaulauuu Application na: INu&m19e) 1usu

Source: NetEase, Bloomberg
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12M Target Price* : $ 127.96

Upside 37.06%

20
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Guidance & Outlook
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Earning Results

Tu 1Q22 NetEase TrilsiAuln +4% gundinainan Kuideonu sl Inenduinud PC

IAUInNgIiy 40% NN1SIUAAD 2 INUddnulrnjognu Naraka Bladepoint lla: Fantasy
Westward Journey PC Tuvru=Rulainudiiotioiauln 6% YoY SulndiAginuinainnin

Tu 2H vauUiurnlsiia=snelge:tnusltivimulngann nisidasonudlnogy Diablo Immortal
la: Harry Potter Awarkened $uUne:Tu0ryrnlunisitngido aannasisguladulfisungoy
OUUR License vauInudlriaias

$1915197n Youdao Education anad 10%YoY fuvru:nsnelsionn Cloud Music iAulngutiy
39%YoY 99N membership AWUTU Juwali gross margin Euidf;u

Operating margin [nsund 1 aqﬁ 26.5% qﬁu 2 5ppts YoY Tuvru:=i gross margin Vod
sSARINUEIAAIN 65.1% IFINAIRSIIAL

GS mMnalulnsund 2 rilsved NetEase 9:8uiGUTRn 9% YoY IIsiv:isusovulu 2H vaudann
nsiUasoINudlnu na: lennaimulnainssnalkd 1I0uwali Operating Profit gnAIRN9:
Imuln 18% Tul 2022

NetEase 10untivluussn Internet SUNIASUWANS:NUAIN Regulation l1a: anwiAsygnlnusuINg funde:niskeaniseulninudlrliaansguiaduidus:g:10amty IsINUEIN1Vod NetEase

fuanunsn Monetize [ uvruznUSBnISLVIULIAUTURaIAUBNFULINYU UaNAUINWE PC RiRulnegwsoniSo MIAUSENauAvAoWITUGUNUnandATenuETRegITaINSy Growth Outlook U

UfgagA Tuveusn valuation (P/E) fidvegindrAiadsluasin 5 U
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NetEase {&ktbst SEC

Stock Report | June 25, 2022 | NasdagGS Symbol: NTES CFR A

NetEase, Inc.

Recommendation Price 12-Mo. Target Price Report Currency Investment Style
Ll B AR B
.... USD 93.60 [as of market close Jun 24, 2022) USD 110.00 CNY Large-Cap Blend

Equity Analyst Ahmad Halim, CFA

BICS Sector Communication Services Summary NetEase, Inc. provides online PC and maobile gaming, online education services, and other
Sub-Industry Interactive Home Entertainment businesses [e.g.. music, video streaming, e-commerce, payments, and email].
52-Wk Range USD 118.19 -68.62 OperEPS2022E CNY 30.15 Market Capitalization[B] USD 58.06 Beta 0.41
Trailing 12-Manth EPS CNY 25.14 (Oper.EP52023E CNY 35.97 Yield [%] 126 3-yr Proj. EPS CAGR[%]
Trailing 12-Month P/E 289 P/E on Oper.EPS2022E 20.74 Dividend Rate/Share USD 1.18 SPGMI's Quality Ranking NR
USD 10K Invested 5 Yrs Ago  15,073.0 Common Shares Outstg.[M)] 655.00 Trailing 12-Month Dividend USD 1.18 Institutional Ownership [%] 36.0
e S
10 20 3aQ agQ vear Fiscal Year ended Dec 31. EPS Estimates based
| LOW HIGH | 2023 - - -- -- E3597  on CFRA's Operating Earnings; historical GAAP
2022 6.63 -- -- -- E30.15 , .
Our risk assessment reflects NetEase's strong positioning 2021 6.53 £ 23 478 849 2503 earnings are as reported in Company reports.
in the mobile gaming space, particularly in China. This is 2020 5.40 £.90 437 143 1B.01
offset by recent regulatory pressure and rising 2019 371 175 19.58 n73 3285
Dﬂmpﬂtitiﬂn on its mobile gaming segment. Its e- o018 1.15 3,94 Y] 2RB1 046

commerce and advertising businesses may also be
leveraged to the economic cycle.
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Disclaimer:

This report has been prepared by KTBST Securities Public Company Limited (“KTBST”). The information herein has been obtained from sources believed to be
reliable and accurate; however KTBST makes no representation as to the accuracy and completeness of such information. Information and opinions
expressed herein are subject to change without notice. KTBST has no intention to solicit investors to buy or sell any security in this report. In additional, KTBST
does not guarantee returns nor price of the securities described in the report not accept any liability for any loss or damage of any kind arising out of the use
of such information or opinions in this report. Investors should study this report carefully in making investment decisions. All rights are reserved. This report
may not be reproduced, distributed or published by any person in any manner of any purpose without permission of KTBST. Investment in securities has risk.
Investors are advised to consider carefully before making investment decisions.

This document does not identify all the risk or other considerations which might be material to you when entering into a transaction. Before making an
investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or
provided by KTBST, are suitability and appropriate, in light of their particular investment needs, objectives and financial circumstances. We assume no
responsibility to advise the recipients of this document with regard to changes in our views.
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