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Source: SBI China Capital, Company data 

Stock Data (1980 HK)

FY12/12 FY12/13  FY12/14E FY12/15E FY12/16E

Total revenue (RMB m) 455.8 548.2 699.9 872.9 1,088.7

  Revenue growth (YoY) 18.6% 20.3% 27.7% 24.7% 24.7%

Gross profit (RMB m) 403.5 480.1 604.5 748.8 927.4

  Gross profit growth (YoY) 20.0% 19.0% 25.9% 23.9% 23.8%

Core net profit  (RMB m) 158.4 206.3 253.3 311.7 414.0

  Core net profit growth (YoY) 13.2% 30.2% 22.8% 23.1% 32.8%

EPS (RMB) - - - 0.23 0.31

P/E (x) - - - 15.4 11.6
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Excluding listing 

expenses and non-cash items, the company would have recorded core net profit of RMB71.6m, a 44.4% YoY increase. As of 30 

Sep 2014, the company has total MPUs of 335,000, which was up by 30.9% YoY or 0.9% QoQ. Monthly ARPU experienced a 

moderate QoQ growth during the 3-month period, up from RMB158.0 in 2Q FY12/14E to RMB161.0 in 3Q FY12/14E.

Excluding listing expenses and 

non-cash items, the company would have recorded core net profit of RMB203.3m, a 35.5% YoY increase. As Tian Ge’s convertible 

preferred shares will be fully-converted into ordinary shares in FY12/14E, we do not expect the non-cash expenses to have any 

significant impact on its income statement from FY12/15E. 

 

Figure 2:  

 

Source: Company data 

 

Figure 3:  

 

Source: Company data,iResearch 

3Q FY12/14 YoY change 1Q-3Q FY12/14 YoY change 

Revenue (RMB m) 173.1 23.9% 517.3 29.5%

– Live social video platform 161.5 16.8% 478.0 21.8%

– Games & Other 11.6 731.9% 39.4 448.9%

Gross margin 88.5% 1.7 ppts 85.7%  -2.1ppts

Adjusted net profit 71.6 44.4% 203.3 35.5%

Adjusted EBITDA 80.7 32.1% 239.4 30.9%

Monthly ARPU (RMB) 161.0 -10.6% - -

MAUs as of 30 Sep 2014 ('000) 14,352.0 23.1% - -

MPUs as of 30 Sep 2014 ('000) 335.0 30.9% - -
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Figure 4:  

 

Source: Company data,iResearch 

 

Figure 5:  

 

Source: Company data 
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Figure 6:  

  

Source: Company data 

Figure 7:  

          

Source: Company data 

 

46.8%

33.0%

9.0%

11.3%

Revenue breakdown of YY in FY12/13

Online music and entertainment Online games

Online advertising Others

96.4%

0.5%3.1%

Revenue breakdown of Tian Ge in FY12/13

Live social video platform mobile and online games Others
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Source: SBI China Capital

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Growth in video community business 18.0% 21.1% 24.9% 25.0% 25.0%

Growth in mobile game and other business 31.6% 3.0% 100.0% 20.0% 20.0%

GPM 88.5% 87.6% 86.4% 85.8% 85.2%

Average MAUs (in million) 8.0 10.8 14.1 17.6 22.0

Average MPUs (in million) 0.2 0.3 0.3 0.4 0.5

Average monthly ARPU (RMB) 174.0 163.0 167.5 167.5 167.5

Average MPUs/ Average MAUs 2.6% 2.5% 2.3% 2.3% 2.3%
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Source: SBI China Capital 

 

 

Source: SBI China Capital, Company data, Bloomberg 

*Tiange is not included in the average figures. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FY12/14E FY12/15E FY12/16E FY12/17E FY12/18E FY12/19E FY12/20E FY12/21E FY12/22E FY12/23E

WACC@20.8%

FCFF (RMB m) 194.0 291.2 404.3 518.0 680.0 884.3 1,140.0 1,460.6 1,861.5 2,361.9

Discount Factor 0.8 0.7 0.6 0.5 0.4 0.3 0.3 0.2 0.2 0.2

Discounted FCFF (RMB m) 160.6 199.5 229.3 243.1 264.2 284.4 303.5 321.8 339.5 356.5

PV of estimated FCFF (RMB m) 2,702.4

PV of terminal FCFF  (RMB m) 2,367.3

Value of Firm (RMB m) 5,069.7

Minus: debt  (RMB m) -

Plus: cash and cash equivalent (RMB m) 1,365.0

Value of Equity  (RMB m) 6,434.8

No. of share (m)-fully diluted 1,350.6

Intrinsic value of share  (HKD) 6.05

Company Ticker
Mkt Cap    

 (HK$ m)

3M avg turnover 

(HK$ m)
2013 P/E (x) 2014E P/E (x) 2015E P/E (x) P/book (x)

Net profit

 (RMB m)
ROIC (%) ROE (%) ROA (%) Dvd Yield (%)

Net Debt/Total 

Equity

Tiange International Holdings Ltd. 1980 HK 6,098.9 8.9 - - 15.4 1.4 (92.6) - - (12.5) 0.0 -

Peers in HK

Tencent 700 HK 1,163,421.4 2,315.4 41.3 38.3 29.2 12.3 15,502.0 22.1 34.2 17.1 0.2 (42.4)

Forgame Holdings Ltd. 484 HK 1,997.1 5.5 - - 18.3 1.1 (475.4) - - (45.0) 0.0 (90.6)

Boyaa Interactive International Holdings Ltd. 434 HK 5,176.5 12.6 12.4 13.5 9.9 3.3 135.5 19.0 17.9 14.4 1.6 (106.7)

IGG 8002 HK 4,710.2 40.0 56.9 9.9 8.1 4.4 6.9 47.0 - 8.0 0.5 (99.8)

Kingsoft Corp Ltd. 3888 HK 22,149.9 173.0 24.8 25.8 20.5 3.8 670.7 7.3 18.6 9.8 0.6 (90.9)

NetDragon Websoft 777 HK 6,556.7 11.9 - 15.9 14.4 1.1 6,140.8 - 182.0 155.4 3.1 (92.4)

Average* 200,668.6 426.4 33.9 20.7 16.7 4.3 3,663.4 23.8 63.2 26.6 1.0 (87.1)

Peers in US

QIHU QIHU US 65,975.5 1,970.9 91.9 27.4 16.9 9.6 99.7 11.0 20.7 11.1 0.0 (54.8)

YY YY US 32,742.3 1,021.4 31.1 27.2 19.4 9.7 77.7 23.1 40.5 21.4 0.0 (114.6)

BAIDU BIDU US 648,260.5 6,193.1 40.3 36.6 26.5 10.6 10,519.0 16.6 30.5 16.4 0.0 (51.1)

SINA SINA US 19,495.0 526.1 36.8 52.2 43.9 1.1 45.1 (0.5) 9.3 5.5 0.0 (63.8)

Average* 191,618.3 2,427.9 50.0 35.9 26.7 7.7 2,685.4 12.5 25.2 13.6 0.0 (71.0)

Average of all* 197,048.5 1,227.0 41.9 27.4 20.7 5.7 3,272.2 18.2 44.2 21.4 0.6 (80.7)
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Source: Company data 

 

Source: Company data 

 

 

 

 

96.4%

0.5% 3.1%

FY12/13

Live Social Video Platform Games Others 

91.9%

7.6% 0.5%

1H FY12/14

Live Social Video Platform Games Others 

Name of community Streaming Model Devices Supported Maximum Streams

9158 Video Community Many-to-many Web, PC, iOS, Android 10

Sina Show Many-to-many Web, PC, iOS, Android 10

Duoduo Games Many-to-many PC 10

Happy88.com Many-to-many PC, iOS, Android 10

99cu.com Many-to-many PC, iOS, Android 10

Tiao58.com Many-to-many PC, Android 10

Paopao8.cn Many-to-many PC, iOS, Android 10

Tangguo100.com Many-to-many PC 10

Sina Showcase One-to-many Web, Android 1
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Source: Company data 

    

Source: Company data 

 

 

Source: Company data 

11.0%

30.0%

59.0%

From 26 Mar 2014 to 1 Apr 2014

Tier 1 Tier2 Tier 3 & 4

FY12/11 FY12/12 FY12/13 FY12/11 FY12/12 FY12/13

<RMB 1,200 90.8% 89.3% 88.5% 119.0 127.0 178.0

Between RMB1,200 and RMB6,000 6.4% 7.8% 8.4% 2,668.0 2,685.0 2,771.0

>RMB6,000 2.8% 2.9% 3.1% 25,955.0 26,276.0 26,199.0

Total 100.0% 100.0% 100.0% 1,013 1,092 1,203

Percentage of total annual paying users Average revenues generated per annual paying users (RMB)
Revenue generated from users
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Source: Company data 

Virtual 

currency flow 

Cash flow 

100% 
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30%-40% 60%-70% 

Sales agent 

Tian Ge Distributor 

Distributor’s account in 

Tian Ge’s system 
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Source: Company data  

27.5% 15.8% 23.8% 26.6% 6.0% 

Fu Zhengjun 

& family 
IDG Sina HK RSU Public 

Tian Ge 
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Source: SBI China Capital, Company data 

 

Source: SBI China Capital, Company data 

 

Source: SBI China Capital, Company data 

 

 

 

 

 

 

 

 

 

 

 

 

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

EPS  (RMB)

  - diluted (0.02) (0.07) (0.06) 0.23 0.31

DPS  (RMB) - ﹣ ﹣ ﹣ ﹣

BVPS  (RMB)

  - diluted 0.1 (0.1) 1.4 1.6 1.9

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Growth (YoY)

Revenue 18.6% 20.3% 27.7% 24.7% 24.7%

Net profit -66.2% 240.1% -16.8% - 32.8%

Adjusted net profit 13.2% 30.2% 22.8% 23.1% 32.8%

Margins

Gross profit margin 88.5% 87.6% 86.4% 85.8% 85.2%

Operating profit margin 35.8% 41.3% 35.7% 44.9% 47.9%

Adjusted net profit margin 34.7% 37.6% 36.2% 35.7% 38.0%

Other ratios

Adjusted return of average assets 30.7% 27.8% 17.5% 14.0% 16.0%

Adjusted return on average equity 44.5% 46.2% 21.8% 15.5% 17.4%

Valuation measures

P/E (x) - - - 15.4 11.6

P/B (x) 66.3 (57.4) 2.6 2.2 1.9

Dividend yield - - - - -

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Revenue 455.8 548.2 699.9 872.9 1,088.7

Cost of revenue
 (52.3) (68.1) (95.4) (124.0) (161.2)

Gross profit 403.5 480.1 604.5 748.8 927.4

Selling and marketing expenses (169.5) (166.7) (183.3) (201.7) (221.8)

Administrative expenses (44.4) (53.3) (132.6) (111.0) (133.2)

Research and development expenses (56.7) (69.1) (75.3) (82.1) (89.5)

Other gains,net 30.4 35.4 36.5 37.6 38.7

Operating profit 163.3 226.5 249.8 391.6 521.6

Finance income 1.5 37.1 7.0 8.0 9.2

Finance costs (7.2) (36.7) (2.8) 0.0 0.0

Fair value loss of convertible redeemable preferred

shares and ordinary preferred shares
(172.9) (283.3) (290.3) 0.0 0.0

Profit before income tax (15.3) (56.4) (36.4) 399.7 530.8

Income tax expense (11.9) (36.2) (40.7) (87.9) (116.8)

Profit for the year (27.2) (92.6) (77.1) 311.7 414.0

Adjusted net profit for the year 158.4 206.3 253.3 311.7 414.0

Profit attributable to the owners (27.2) (92.6) (77.3) 311.6 413.9

profit attributable to non-controlling interests ﹣ (0.0) 0.2 0.2 0.2
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Source: SBI China Capital, Company data 

 

Source: SBI China Capital, Company data 

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Non-current assets

Property and equipment 20.3 16.7 140.6 138.8 130.2

Intangible assets 7.2 5.9 53.4 60.0 66.6

Investment in associates - 4.9 3.3 3.3 3.4

Available-for-sale financial assets 2.0 2.3 2.3 2.4 2.4

Prepayments and other receivables 72.8 110.7 24.9 26.1 27.4

Deferred income tax assets 33.2 24.3 8.9 19.3 25.6

Restricted cash - 87.0 0.0 0.0 0.0

Total non-current assets 135.4 251.9 233.3 249.9 255.7

Current assets

Trade receivables 10.5 20.8 22.8 24.6 26.6

Prepayments and other receivables 62.0 66.8 43.3 45.5 47.7

Available-for-sale financial assets 144.4 278.1 394.0 405.8 418.0

Term deposits with initial term of over 3 months 152.3 21.9 0.0 0.0 0.0

Cash and cash equivalents 136.6 171.9 1,365.0 1,656.3 2,060.6

Restricted cash - 33.0 0.0 0.0 0.0

Total current assets 505.9 592.5 1,825.2 2,132.2 2,553.0

Total assets 641.3 844.4 2,058.5 2,382.1 2,808.6

Non-curent liability

Borrowings - (79.3) 0.0 0.0 0.0

Convertible redeemable preferred shares (355.2) (548.5) 0.0 0.0 0.0

Redeemable ordinary shares 0.0 0.0 0.0 0.0 0.0

Deferred income tax liabilities (0.9) (0.6) (0.5) (0.5) (0.5)

Total non-curent liability (356.0) (628.3) (0.5) (0.5) (0.5)

Current liabilities

Trade payable (21.3) (13.9) (30.2) (32.0) (33.9)

Other payables and accrual (125.8) (114.6) (84.7) (89.8) (95.2)

Income tax liabilities (34.9) (42.5) (45.1) (47.8) (50.7)

Dividend payable - (74.2) 0.0 0.0 0.0

Borrowings - (30.5) 0.0 0.0 0.0

Customer advance and deferred revenue (30.8) (24.0) (36.9) (39.1) (41.5)

Total current liabilities (212.8) (299.7) (196.9) (208.7) (221.3)

Total liability (568.9) (928.0) (197.4) (209.2) (221.8)

Net assets 72.4 (83.7) 1,861.1 2,172.8 2,586.9

Equity

Total equity 72.4 (83.7) 1,861.1 2,172.8 2,586.9

Adjusted equity 427.6 464.8 1,861.1 2,172.8 2,586.9

FY12/12 FY12/13 FY12/14E FY12/15E FY12/16E

Cash generated from operations 222.9 198.3 269.0 416.8 549.6

Income tax paid (7.2) (22.0) (22.9) (95.6) (120.2)

Net cash generated from operating activities 215.7 176.3 246.1 321.2 429.3

Investing activities 

Purchase of and prepayment for property and equipment (82.2) (43.4) (144.0) (20.0) (15.0)

Purchase of intangible assets (0.2) (0.5) (50.0) (10.0) (10.0)

Payment of term deposits (1,190.3) (2,296.4) - - -

Repayment of term deposits 1,025.7 2,291.9 21.9 - -

Pledged deposits for borrowings - (120.0) - -

Repayment of pledged deposits for bank borrowings - - 120.0 - -

Others (13.1) 9.9 0.0 - -

Net cash used in investing activities (260.2) (158.4) (52.1) (30.0) (25.0)

Financing activities 

Proceeds from borrowings from related parties 22.0 - - - -

Payments for repurchase of Series A Preferred Shares (15.8) (44.2) - - -

Proceeds from bank borrowings - 109.7 - - -

Repayment of bank borrowings - - (109.7) - -

IPO proceeds - - 1,183.1 - -

Others - (50.0) (74.2) 0.0 0.0

Net cash used in financing activities 6.2 15.6 999.2 0.0 0.0

Net increase/ (decrease) in cash and cash equivalent (38.3) 33.6 1,193.2 291.2 404.3

Cash and cash equivalents at 1 January 174.9 136.6 171.9 1,365.0 1,656.3

Exchange losses on cash and cash equivalents 0.0 1.7 - - -

Cash and cash equivalents at 31 December 136.6 171.9 1,365.0 1,656.3 2,060.6
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