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Pre-IPO

US vs HK

- Regulatory framework
- Valuation
- IFRS vs US GAAP

- Other characteristics

[IPO Execution

Loss making/
Negative Cashflow

Draft Foreign
Investment Law & VIE

' IVEIS,

Roadshow /
Investor Relations

HK vs CN vs US Investors
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PE band chart (IPO to date)
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Tencen'i‘ﬁiﬁ PE band chart (First three years post IPO)
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Tencenfﬁiﬂ PE Band (IPO to date) me’tU%t
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CONSOLIDATED INCOME STATEMENTS

Section 11

» .
l:\t:'"'.- ) 1 0 Y

Costof sales. ..o

Grossprofit ................cooiiiiiiiinn.
Selling and marketing expenses .........
Administrative expenses...................
Research and development expenses...
Other income .........cccovevvviiiiieninnn.n.
Other losses, net ...................oooi....

Operating profit/(loss)....................

Finance income ........ooeeeeeeiiieennnnnnn.
Finance costs ...,

Finance income/(costs), net...............

Fair value loss of convertible
redeemable ]JI‘:.".']‘L".']‘I'L".'EI shares...........

Share of losses of investments
accounted for using the equity
method

Loss before income tax...................
[ncome tax expense ..........ccoeveuenennnn.
Loss for the year/period

Loss attributable to:

- Owners of the Company

- Non-controlling interests ................

Year ended December 31.

RMB 000

83,877
(36,272)
49.605
(16,201)
(14,134)
(16.478)

(4.891)
(4.704)

(23,501)

RMB 000

488,049
(401,376)

86.673
(120,955)
(38.281)
(50,149)

(1.296)

3.271

(1,651,464)

(1.767.639)

(4.697)

RMB’ 000

741,813
(641,323)
100,490
(649,002)

(94,742)
(119,6035)
1,085

Six months ended
June 30,

RMB 000

(Unaudited)

180.600
(142.306)

(32.867)
(46.356)
3.327

8.403
(04)
8.309

(972,840)

RMB 000

585,477
(510,996)

(196.,760)
(70.424)
(90.511)

' IVEIS,

Reason:

- Convertible Redeemable Preferred
Share (very common for tech co.)
classified as liability under IFRS

- Company valuation goes up, fair
value of the “liability” goes up

- Difference is fair value loss

Analysis:

- Non-operating, non-cash, disappear
after IPO

- Doesn’ t make any economic sense!
Meitu only raised a total of RMB3.1bn pre-

IPO, how can we had a real operating loss
of RMB 6.3bn???
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K is actually the ONLY exchange in the world that enables hassle-free
iInvesting for both Mainland Chinese and international investors

HK a much more retail-driven market

Liquidity is still less than that of US (at the moment)

You cannot short-sell on day 1 (most of the time)
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Main Board

A Main Board new ap [::Ii-::.zmr must have a trading record of not less than three

financial years and meet one of the II ving three financ ||I criteria 2 Market Cap / Revenue TeSt

1. Profit Test 2. Market 3. Market
Cap/ Cap/
Revenue Revenue/
Test Cashflow
Test

®)Forgame
Attrbutable ast 3 financial years (ith prfits | 3. Market cap / Revenue/ Cashflow Test

tl'l of at least HK.E20 million
Shareholders recorded in the most recent year,
and aggregate profits of at least
HESE3D million recorded in the 2
years before that)

Market Cap t least HK5200 million at the At least At least HKBZ

tme ot i HKSA bion _billon at he- Both VIEs, both loss-making:

at the time of time of listing

listing
Revenue ) At least At least HK3500
RN million for the

R pre-vetting and special approval are
nancal year NOT required...

Positive
cashflow from
operating
activities of at
least HKE100
million in
aggregate for
the three
preceding
financial years




Prospectus P.264-267

Hypothetical Breakeven Analysis

For the six months ended June 30, 2016, we had adjusted net loss of RMB257.6 million and net operating
cash outflows of RMB277.2 million. During this period, we recorded a gross profit of RMB108.7 million for our
smart hardware segment and a gross loss of RMB34.2 million for our Internet services and others segment.

In order for us to have recorded adjusted net profit and had positive cash flows from operating activities
during the six months ended June 30, 2016, our average monthly revenue per MAU would have needed to
increase from RMBO0.219 (RMBO0.208 for our smart hardware segment and RMBO0.011 for our Internet services
and others segment) to RMB0.367 (RMBO0.208 for smart hardware segment and RMBO0.159 for the Internet
services and others segment), representing a total increase in revenue of approximately RMB384 million, and
assuming that:

(1)

the additional revenues generated during the period were solely derived from the online advertising
portion of our Internet services and others segment and no additional revenues were generated from
our smart hardware segment or the [VAS and proposed e-commerce portions of our Internet services
and others segment;

our selling and marketing expenses increased by 40% to increase the engagement of users on our
platform;

our bandwidth and server custody fees increased by 40% to accommodate the increased user activity
resulting from the assumed increased user engagement;

there had been no change in the size of our user base, which consisted of approximately 446 million
MAUs in June 2016, even though the aforementioned increases in selling and marketing expenses
would be expected to have led to an increase in our MAUs and increases in bandwidth and server
custody fees would also have been driven by increases in our MAUSs;

trade receivables resulting from the additional revenues are calculated using the actual trade
receivable turnover days as of June 30, 2016; and

there had been no changes in other balance sheet items.

' IVEIS,

Hypothetical Breakeven Analysis

- Focus on "how and when"” are
you going to become profitable

- Not a profit forecast
- Make reasonable assumptions

- Be thoughtful and detall about
the use of proceeds



melItu EE
Draft foreign Investment Law

- NOT enacted, consultation only

- If controlling shareholder is PRC, then whole group is PRC (VIE not
needed)

- By same token, if controlling shareholder is foreign, whole group is
foreign
(even with VIE)

Problem is... there is no clear definition of “controlling” !!



Don’ tjust follow precedent blindly... be brave and creative! MeNUEE

Company listed Jan 2016 listed Dec 2016
A. Controlling Persons undertook after sale, the No mentioning of 50%
company will still be ‘controlled” by the Controlling
Persons No acting in concert

requirement
B. where following the disposal, the Ultimate

Controlling Persons will hold not more than 50% Focus on the Draft Foreign
voting rights in our company, the subsequent investment Law (as enacted)
transferee must rather than dealing with the
(a) bea “PRC investor” current draft form

(b) undertake the same as the Ultimate Controlling
Persons did; and
(c) act In concert with the remaining Ultimate

Controlling Persons from then on.
MUCH MORE FLEXIBLE! (and

...wait a minute, ACT IN CONCERT??? Then how can commercially reasonable)
they sell on open market?!




HK Investors

How do you
make money?

China Investors

How come you
are un profitable

' IVEIS,

US Investors

[ know you can
make money, tell
me more about
competition and

user stickiness
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Land bank User base

.

2 8 City cf Dreams A |
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' : (1,700 rooms)

The Venetian Mazao
(2,505 rcoms)
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Maczo Studio City
(2,000 rooms)

Has a book value Has much more than
book value



M EIVEIS
BUT...need to avoid

- User base supported by user acquisition and/or subsidy
(once the marketing/subsidy stops, user base shrinks)

- User base that are loyal to content but not the platform
(once the content goes out of favor, as it almost certainly will, user will go)

- User base that are not large enough (rule of thumb, 100 million +
monthly active)
(easy to get competed away by existing leaders)
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ARTIFICIAL INTELLIGENCE




2016 results

"l

¥ 1.6Bn

Total revenues of 2016
Increased by 113% yoy

®

24%

Adjusted net loss't) of 2016

reduced significantly by 24%
yoy to RMB 540 MM

-

40%

YoY revenue growth of the

|nternet services and others
segment

Y

68Bn

Photos processed by our
apps in the year of 2016

i

121%

YoY revenue growth of the
Smart hardware segment

38

450MM

Total MAU In 2016 grew 21% yoy

and reached a historical high of
~520 MM In Jan 2017







