
HKICPA Event 



6.0  

8.0  

10.0  

12.0  

14.0  

16.0  

18.0  

20.0  

12-15-2016 12-30-2016 1-14-2017 1-29-2017 2-13-2017 2-28-2017 3-15-2017 3-30-2017 

IPO at HK$8.5 

Dropped below IPO 3 days after IPO 

Peak closing price at HK$18+ 

 (IPO to date) 



Pre-IPO IPO Execution 
Roadshow /  

Investor Relations 

US vs HK 
 

Loss making/  
Negative Cashflow 

Draft Foreign  
Investment Law & VIE 

HK vs CN vs US Investors 

- Regulatory framework 
- Valuation 

- IFRS vs US GAAP 
- Other characteristics 





PE band chart (IPO to date) 
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PE at IPO: 
157x 

PE today: 30x 



0.00

1.00

2.00

3.00

4.00

5.00

6.00

7.00

8.00

9.00
Ju

n-
04

Ju
l-0

4

A
ug

-0
4

S
ep

-0
4

O
ct

-0
4

N
ov

-0
4

D
ec

-0
4

Ja
n-

05

F
eb

-0
5

M
ar

-0
5

A
pr

-0
5

M
ay

-0
5

Ju
n-

05

Ju
l-0

5

A
ug

-0
5

S
ep

-0
5

O
ct

-0
5

N
ov

-0
5

D
ec

-0
5

Ja
n-

06

F
eb

-0
6

M
ar

-0
6

A
pr

-0
6

M
ay

-0
6

Ju
n-

06

Ju
l-0

6

A
ug

-0
6

S
ep

-0
6

O
ct

-0
6

N
ov

-0
6

D
ec

-0
6

45x

40x

35x

30x

25x

20x

PE band chart (First three years post IPO) 

PE at IPO: 
15.3x 
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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??? 

 



HK is actually the ONLY exchange in the world that enables hassle-free  
investing 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) 



3. Market cap / Revenue/ Cashflow Test 

2. Market cap / Revenue Test 

Both VIEs, both loss-making:  
 
pre-vetting and special approval are  
NOT required… 



Prospectus P.264-267 

Hypothetical Breakeven Analysis 
 
- Focus on “how and when” are 

you going to become profitable 
 

- Not a profit forecast  
 

- Make reasonable assumptions 
 

- Be thoughtful and detail about 
the use of proceeds 
 

 
  

 



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’t just follow precedent blindly… be brave and creative! 

Company listed Jan 2016 listed Dec 2016 

A. Controlling Persons undertook after sale, the 
company will still be ‘controlled’ by the Controlling 
Persons 
 
B. where following the disposal, the Ultimate 
Controlling Persons will hold not more than 50% 
voting rights in our company, the subsequent 
transferee must  
(a) be a “PRC investor” 
(b) undertake the same as the Ultimate Controlling 
Persons did; and  
(c) act in concert with the remaining Ultimate 
Controlling Persons from then on. 
 
…wait a minute, ACT IN CONCERT??? Then how can 
they sell on open market?! 

No mentioning of 50% 
 
No acting in concert 
requirement 
 
Focus on the Draft Foreign 
investment Law (as enacted) 
rather than dealing with the 
current draft form 
 
 
 
 
MUCH MORE FLEXIBLE! (and 
commercially reasonable)  



HK Investors China Investors US Investors 

How do you  
make money?  

How come you 
are un profitable 

I know you can 
make money, tell 
me more about 

competition and 
user stickiness 



Land bank User base 

Has a book value Has much more than  
book value 



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) 





24%

Adjusted net loss(1) of 2016

reduced significantly by 24% 
yoy to RMB 540 MM

￥1.6Bn

Total revenues of 2016

increased by 113% yoy

40%

450MM

Total MAU in 2016 grew 21% yoy

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

YoY revenue growth of the

Internet services and others 
segment

121%
YoY revenue growth of the 

Smart hardware segment

68Bn

Photos processed by our 

apps in the year of 2016

2016 results 



Thanks 


