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    Revenue(Rmbmn)Old 19,383.7 23,030.2 31,727.1 40,405.3

    EBIDA(Rmbmn) (2,987.4) (4,101.0) (1,256.7) 2,100.1

          

    EPS(Rmb)Old (14.32) (18.08) (11.87) (4.64)

 P/E(X) NM NM NM NM

    P/B(X) 10.8 4.6 6.8 8.4

     Dividendyield(%) NM NM NM NM

    CROCI(%) (10.1) (14.2) (4.8) 6.7

      

    EPS(Rmb) (4.20) (4.74) (4.33) (3.85)
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Bilibili remains as one of China’s fastest growing online 

entertainment platforms on both user engagement (timespent) and 

monetization (revenue/DAU) in 2022-24E, with emerging signs of 

sequential gross/operating margin improvement. Ahead of its 

results (likely in early-Sept), we revisit our estimates for 2Q22E - 

likely an uneventful quarter with:   1) revenue growth of 10% yoy to 

Rmb4.9bn, on performance ad share gain following new ad 

customer acquisition (game vertical) amid changes in advertising 

policy, despite weaker VAS subscription and soft mobile game 

grossing; 2) net loss of Rmb1.9bn in 2Q22E and gradually reduced 

losses in 2H22E with further improvement from contained revenue 

sharing costs and S&M expenses. 

Evolving themes: 1) Engagement to consistently outperform 

short-form video, or SFV, (both Douyin and Kuaishou, based on 

QM data) as Bilibili continues to execute towards its 400mn MAU 

target while its competitors are at the later cycle of the penetration 

curve. 2) Reorganization to pull monetization levers, with July 

ads trend at 20%+ yoy run-rate, as Bilibili is changing its ad policy to 

unlock incremental game ad budget from both Tencent and NetEase 

(game P4P ad volume doubled in July vs. 1Q), while the pure 

traffic-based P4P ads also achieved higher GPM% (relative to 

brand/creator ads); Meanwhile, ongoing engagement mix shift 

towards its short-form video function - Story Mode (expect 

video views penetration to reach 50% by end-2023, from high-20s% 

in 2Q22) also opens up new ad inventory, which we forecast to 

contribute at least teens% of ad revenue by 2024E. Longer-term, 

Bili’s exploration of adding creator ads (Sparkle) into the story mode, 

and livestreaming e-commerce build up could extend its 

monetization runway; 3) Games remain on track towards its 2022E 

   BILI 12mPrieTarget:$29.00 Prie:$25.21 Upside:15.0%

   9626.HK 12mPrieTarget:HK$226.00 Prie:HK$198.50 Upside:13.9%
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Ratios & Valuation    _______________________________________ 

 

Growth & Margins (%)    ____________________________________ 

 

Price Performance  _______________________________________ 

 

 
Source: FactSet. Price as of 11 Aug 2022 close. 

       

 P/E(X) NM NM NM NM

    P/B(X) 10.8 4.6 6.8 8.4

     FCFyield(%) (2.7) (7.2) (6.7) (2.8)

    EV/EBITDAR(X) NM NM NM 32.6

    EV/EBITDA(excl.leases)(X) NM NM NM 32.6

    CROCI(%) (10.1) (14.2) (4.8) 6.7

    ROE(%) (37.4) (37.3) (37.1) (20.2)

       Netdebt/equity(%) 51.6 43.7 18.4 (0.6)

       Netdebt/equity(excl.leases)(%) 51.6 43.7 18.4 (0.6)

    Inte (X) (34.estce ) (31.0) (20.3) (7.8)

     Daysin yent utstsales    

    Recei abledays 22.  24.1 24.2 25.8

     Daysayableutstandin 113.5 118.7 113.4 113.8

    DuPntROE(%) (25.2) (46.4) (45.5) (22.4)

    Tune(X) 0.4 0.5 0.7 0.8

    ee a e(X) 2.4 3.2 4.5 5.6

    sscasinested(excas)(Rb) 36 181. 26  281.0 2 215.8 32 21.8 

    Ae a ecaitalelyed(Rb) 22 377.1 27 038.8 20 84   .8 20860.3

BVP(R     b) 56.76 36.83 25.04 20.25

       

     Totalrevenuegrowth 61.5 16.9 34.7 26.3

     EBITAgrowth (189.1) (37.3) 69.4 267.1

    EPSgrowth (95.2) (19.4) 33.3 60.2

    PSgrowth NM NM NM NM

    EBITmargin (28.0) (29.5) (14.3) (4.4)

     EBITAmargin (15.4) (18.1) (4.1) 5.4

     Netincomemargin (28.3) (29.9) (15.0) (4.8)

 BILI($) S&P500
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Balance Sheet (Rmb mn)   __________________________________ 

 

Cash Flow (Rmb mn)  ______________________________________ 

 
Source: Company data, Goldman Sachs Research estimates.
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    v  a o trato    

       

     C  sh&c shequiv lents 7,523.1 12,738.3 8,210.1 6,316.9

     Accountsreceiv ble 1,382.3 1,616.4 2,425.2 3,030.5

     Inventory -- -- -- --

      Othercurrent ssets 27,541.4 15,651.4 16,230.2 16,905.6

  Totalcurrentassets 66.9 0006. 6 86 . 6.0

      NetPP&E 1,350.3 1,854.7 2,542.8 3,229.2

    Netintngibles 6,173.9 6,447.8 7,157.3 7,823.6
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   Totalassets 0 .   67. 9  . 80.

    Accountsp ble 5,560.1 6,553.8 8,009.5 9,339.6 y

      Short-termdebt 1,232.1 1,232.1 1,232.1 1,232.1

    Short-termleselibilities -- -- -- --

      Othercurrentlibilities 5,278.8 5,884.7 7,399.4 8,777.7

    Totalcurrentliabilities 07.0 670.7 66.0 99.

     Long-termdebt 17,784.1 17,784.1 17,784.1 17,784.1

      Long-termleselibilities -- -- -- --

      Otherlong-termlibilities 482.0 482.0 482.0 482.0

 Totallong-termliabilities 866. 866. 866. 866.

   Totalliabilities 07. 96.7 907.  76.

  Preferredshres -- -- -- --

      Tot lcommonequity 21,703.7 14,578.1 10,012.8 8,177.6

 Minorityinterest . . . .

   Totalliabilities & equity 0 .  67. 9  . 80.

      Netdebt, djusted 11,493.1 6,277.9 10,806.1 12,699.3

       

     Netincome (6,808.7) (8,196.0) (5,761.8) (3,119.3)

    D&Aadd-back 2,628.9 2,576.3 3,120.0 3,781.1

    Minorityinterestadd-back -- -- -- --

     Net(inc)/decworkingcapital (9.2) 3,215.0 1,582.8 1,427.7

      Otheroperatingcashflow 1,542.0 1,070.4 1,196.4 1,284.1

    Cashflowfromoperations (,67.0) (,.) ,7.5  7.5

      Capitalexpenditures (3,687.2) (3,491.0) (4,665.7) (5,266.7)

     Acquisitions (522.0) -- -- --

    Divestitures 74.6 -- -- --

     Others (20,443.5) 10,040.5 -- --

    Cashflowfrominvesting (,578.) 6,5 9.5 ( ,665.7) (5,66.7)

    Repaymentofleaseliabilities -- -- -- --

     Dividendspaid(common&pref) -- -- -- --

    Inc/(dec)indebt 11,203.2 -- -- --

    Otherfinancingcashflows 18,866.9 0.0 0.0 0.0

    Cashflowfromfinancing 0,070. 0.0 0.0 0.0

   Totalcashflow ,85.0 5, 5.  ( ,58.) (,89.)

    Freecashflow (6,334.2) (4,825.3) (4,528.3) (1,893.2)
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guidance of flat %yoy growth, as we look past the weak momentum in 2Q while 

quantifying the emergence of Space Hunter 3 (Rmb210mn grossing to date) and Pretty 

Derby TW (Rmb50mn grossing to date) in 3Q, which alongside new titles towards 

end-2022E, should largely offset the high yoy base from Guardian Tales (launched 

Apr-21) in our view.  

Key debates and events to watch: 1) Banhao approval timeline, especially imported 

game approval; Potential Story Mode engagement and pace of monetization in 2H22; 2) 

3) Key management personnel changes since July 2022 and the impact on 

monetization;  dual primary listing in Hong Kong (scheduled in October) and potential 4)

stock connect inclusion. 

What to do with the stock: We cut our 2022E/23E/24E revenue estimate by 

-2%/-4%/-5%. We now estimate yoy revenue growth rates of 17%/35%/26%, primarily 

as we factor in weaker VAS subscription revenue growth from content supply constraint, 

partially offset by resilient advertising revenue on incremental inventory from Story 

Mode. The deleverage and mix change from weaker games drives our GPM to 

18%/23%/28%. With that, our 2022E/23E/24E net margin changes 

+1.2ppts/0pts/-0.1ppts, as we also factor in higher R&D spending on new game 1) 

studio acquisition; partly offset by more disciplined S&M spending on user acquisition 2) 

3) better control of revenue sharing costs. 

With our revised estimates, our 12-month DCF-based target prices for BILI 

(ADS)/9626.HK rise by 4%/3% to  from US$28/HK$219 (15%/3% US$29/HK$226

WACC/terminal growth rate unchanged), implying 11% upside / 6% downside. We 

maintain our rating.  Neutral 

The authors would like to thank Joy (Haoyang) Yu for her contributions to this report. 

 

Quantifying ‘Story mode’ and Ads upside potential 
 

 

User engagement: growth remains laser focused with incremental video views from 

new formats and more sophisticated algorithm  

For 2Q22E, we forecast 311mn/318mn average MAU for 2Q22E/2022E, up 

31%/27% yoy respectively, on healthy user acquisition backed by an engagement boost 

over the COVID lockdown periods, and improving appeal to pan-internet Gen-Z 

population.  

On user engagement, Bilibili emerged with a few key themes in its 2Q22-July 

 

Exhibit 1: Key changes to our 2022-24E forecasts  

 

 

Source: Goldman Sachs Global Investment Research
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2022 1) Consistently outperforming SFV:  . Bilibili’s aggregate timespent growth has 

outpaced that of SFV platforms including both Douyin Lite and Kuaishou Express since 

May-2022, with its % yoy gap further widening in recent months, given Bilibili continues 

to execute towards its 400mn MAU mid-term target while its competitors are at the 

later cycle of the user penetration curve. 2) Engagement mix shift. Within Bilibili’s own 

engagement growth % mix, we see ongoing engagement mix shift towards the Story 

Mode (VV penetration to reach 50% by end-2023/early-2024, from high-20s% as of 

2Q22).   

 

 

 

Exhibit 2: Bilibili: Aggregate timespent % yoy growth consistently outperformming industry and SFV since May-22 

 

 

Source: QuestMobile
 

Exhibit 3: Bilibili’s average DAU/MAU in 2022 
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Source: Questmobile
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Advertising: more resilient vs. other content platform, on solid timespent increase and 

game ad market share gain%, as well as story mode’s medium term contribution 

Despite the macro-driven brand advertising slowdown, we note Bilibili has 

managed to gain performance advertising share by changing its game ads policy, 

and hence fine-tune our estimate of ads revenue to Rmb1.2bn/Rmb5.7bn for 2Q22E and 

2022E, +11%/26% yoy respectively, factoring in: 

Healthy recovery trend, with July ad % yoy run-rate returning to , backed by 20%+n

Ad market share gains in selective verticals: 

Game ads. As Bilibili expands into a new cohort of game advertisers, we o

expect performance advertising in the game vertical to see substantial growth 

in 2Q22, with our monthly ad volume tracker indicating game performance ad 

volume share across different verticals rising from 1Q22’s 15.2% to 49.6% in 

2Q22, and further increase to 60.5% in July, offsetting the relatively weaker 

brand ads. The rapid growth is mainly due to Bilibili’s change in advertising 

policy, as we note in the past Bilibili only accepted game advertisers who 

agreed to set up jointly operated games in Bilibili app store), while it now 

has lowered the criteria hence allowing incremental game ad budget from 

the 2 largest Chinese game publishers, Tencent (QQ Speed, Weixin IAA 

games) and NetEase (FWJ, Diablo). 

E-commerce ad. As Bilibili further captured ad budget share during the June o

shopping festival season. 

F&B ads, backed by unique value proposition of native ads o

Brand ads to be more impacted by Covid/macro than performance ads, and also n

have a slower recovery path due to its longer value chain including budgeting, 

content design and production. 

12 August 2022   5
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Exhibit 4:  We note that Bili has added more game ads clients since 2Q22 
Bilibili: Screenshot of incremental ad inventory from game verticals 

  1) Bilibili has opened a new 

  cohort of game advertising

 client since 2Q22 ( e.g.

NetEase’ FWJ mobile ad 
showcased as a banner ad 

on Bili’s app) 

 2) Story Mode offers 
 additional timespent /ad 

 inventories (e.g. NetEase’ 

 Diablo Immortal featured as 
feed ads in Bili’s Story 

Mode)

 

 

Source: Company data, Data compiled by Goldman Sachs Global Investment Research
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Story Mode provides a potential monetization opportunity by introducing an n

additional channel and creating room for ad load increase, with limited user 

experience disruption. User engagement data suggest penetration improvement 

of story mode has not altered Bilibili’s user trend with steady DAU/MAU (31% in 

July), robust timespent growth (+  yoy, vs. Douyin of +  yoy) and healthy 39% 10%

30-day user retention of 71.5%. 

Now expect Story Mode to contribute 3%/9%/16% of Bilibili’s ad revenue in n

2022-24E. We see clear visibility for Bilibili scaling up monetization of Story Mode 

via: 1) Continued user engagement mix shift towards the Story Mode (VV 

penetration to reach 50% by the end-2023, from high-20s% as of 2Q22); 2) Better 

conversion, amid higher eCPM of 16-17 Rmb enabled by better ad CTR 

(click-through-rate), compared to Bilibili’s conventional feed ad featured on its main 

page; 3) Room for ad load increase 4);  longer term potential upside depending on 

more diverse content offering, KOL incentives (adding Sparkle/creator ad into 

Story Mode) and ads/e-commerce (closed-loop e-commerce live streaming) build 

up. 

However, given the still intense competition with SFV on content offering, KOL and n

user timespent, we believe Story Mode is still in the relative early stage in building 

up the ecosystem. The pace of monetization would depend on its ability to capture 

the expanded user cohorts and incremental timespent on top of the usual main app 

visiting. 

 

Exhibit 5: Bilibili performance ads: Volume exposure by vertical 

 

 

Source: AppGrowing, Data compiled by Goldman Sachs Global Investment Research
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Exhibit 6: Bili’s ads share still lagging way behind timespent share in China internet 
 Bilibili’s timespent share % and ad budget share % 
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Source: Company data, Goldman Sachs Global Investment Research, QuestMobile
 

Exhibit 7: Expect more meaningful contribution from Story Mode 
feeds from 2023 
Bilibili: Advertising revenue mix (Rmb mn) 

 

Exhibit 8: Bilibili: Advertising revenue mix in % 
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Source: Company data, Goldman Sachs Global Investment Research
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Mobile Games: Banhao still the swing factor, Space Hunter and Pretty 
Derby (Taiwan) partially offsets legacy games’ decline 

 

 

Bilibili’s mobile game revenue remains on track its 2022E guidance of flat towards 

%yoy growth, as we look past the weak momentum in 2Q while factoring the 

emergence of 2 new titles in 3Q, we estimate Rmb1.1bn/Rmb5.2bn game revenue for 

2Q22 and 2022E (-12%/2% yoy), factoring in: 

Domestic games: yoy decline in legacy games (partly) offset by new game n

release. Space Hunter 3 ( 3), released on 29-June, has seen solid first 时空猎人

month grossing of c.Rmb160mn in July, followed by gradual decline since release, a 

relatively weak performance compared to last year’s new game Guardian Tales 

(released 27 April 2021).  

To gauge the timeline of Bilibili’s mobile game revenue returning to positive % n

yoy growth  (after -12% yoy in 2Q22E), we compare domestic grossing of Bilibili’s 

exclusively-distributed games for 2021/2022. We note up till July 2022, YTD grossing 

of Bilibili’s exclusive titles is around Rmb1.06bn, behind Rmb1.11bn of 2021’s level 

 

Exhibit 9: China online advertising: advertising revenue by platforms 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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by c.Rmb50mn, which should further narrow towards end-2022E given the easy 

comps starting Sept-22, as well as Bilibili’s expanding pipeline of new games (3 

banhao received YTD). That said, we do not expect any likely inflection of Bilibili’s 

domestic game revenue, unless its blockbuster title (Pretty Derby) receive Banhao in 

mainland China, which we deem unlikely given the lengthened timeline for 

international game approval. 

 

International games: yoy flat to slight increase  mainly on the solid performance n

of new games. Specifically, Pretty Derby ( ), launched in Taiwan on 25 June, 赛马娘

has registered cumulative grossing of Rmb46mn in the first 7 weeks of its release, 

equivalent of ranking c. No.60 in the mainland China mobile game market. On 

the flip side, we expect the game to demonstrate better longevity (relative to other 

Bili’s games) if referencing the resilient performances of the game’s Japanese 

version (July-22 grossing 81% of peak level, despite the game being launched 1.5 

years ago). 

 

 

Exhibit 10: Domestic game grossing in 2021 and 2022 
Rmb mn 

 

Exhibit 11: First weeks grossing comparison between Guardian 
Tales and Space Hunter 3 
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Source: SensorTower

 

 

Source: SensorTower, Company data, Goldman Sachs Global Investment Research

 

Exhibit 12: Bilibili: International game grossing in 2021 and 2022 
RMB mn 

 

Exhibit 13: Pretty Derby grossing in Japan (published by 
CyberAgent) 
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Bilibili has received 3 Banhao approvals since the resumption of game approvals, 

the highest among China game peers (alongside iDreamSky). On 12 July and 1 Aug, 

NPPA issued the 3rd and 4th batch approval of the monetization license (Banhao) (see 

our note). Bilibili received 2 Banhao approvals in July (Forge in Shadow Torch  暗影火炬城

and Non Anonymous Instruction ) and another in August (ChangAn Bai Wan 非匿名指令

Guan ), while both Tencent and NetEase received none. Bilibili’s game 长安百万贯

pipeline currently consists of: 1) 5 games with Banhao approval 2) 25 games , and 

pending Banhao approvals, most are games with anime-art style. 

 

Exhibit 14: Pretty Derby grossing (Rmb mn) in Taiwan (published by 
Bilibili) 
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Exhibit 15: Bilibili’s domestic pipeline 

 

 

Source: Company data
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Live streaming and VAS: expect continued moderation in membership growth due to 

content censorship, LS continues to gain share with increasing paying users 

Looking ahead, we model 30%/26% growth in live streaming and VAS segment for 

2Q22E/2022E, with the growth primarily underpinned by live streaming, through steady 

addition of paying users. For VAS, while we view Bilibili remains at the early penetration 

stage we believe the number of subscribers will remain moderated given tightened 

censorship of Japanese anime. We currently expect VAS membership will remain flattish 

at around 20mn for 2022E.  

Others & e-commerce 

We forecast growth in -3%/6% 2Q22E/2022E, trimming down our previous estimate of 

-3%/21% growth considering rising macroeconomic volatility, with Bilibili voluntarily 

scaling back some forms of monetization mechanism that encourage impulsive 

purchasing. 

 

Exhibit 16: Bilibili: domestic grossing % yoy and % market share by month 

 

 

Source: SensorTower
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Earnings and Valuation changes 
 

 

Both gross margin and operating margin to hit the bottom in 2Q22E, gradual 

improvement in 2H22E on revenue sharing cost control and lower S&M ratio 

 

We trim our 2022E/23E/24E revenue estimates by -2%/-4%/-5%. We now estimate yoy 

revenue growth rates of 17%/35%/26%, primarily as we factor in weaker VAS 

subscription revenue growth from content supply constraint, partially offset by resilient 

advertising revenue on stronger performance ads driven by incremental demand from 

game verticals and incremental ad inventory from Story Mode. 

We expect Bilibili to achieve 15.7%/17.8% gross margin  -36.8%/-29.5% and

non-GAAP operating margin in 2Q22E/2022E, leading to -37.9%/-29.9% non-GAAP 

net margin in 2Q22E/2022E respectively. 

We fine-tune our 2022-24E GPM to 18%/23%/28%, +1.8ppts/+0.1ppts/-0.9ppts, with 

our higher 2022E assumptions underpinned by a transitory mix shift within 

advertisement (from the lower margin creator advertising to more higher margin traffic 

based performance ads). With that, our 2022E/23E/24E net margin changes 

+1.2ppts/0pts/-0.1ppts, as we also factor in higher R&D spending on new game 1) 

studio acquisition; offset by more disciplined S&M spending on user acquisition. 2) 

With our revised estimates, our 12-month DCF-based target prices for BILI 

(ADS)/9626.HK rise by 4%/3% to  from US$28/HK$219 (15%/3% US$29/HK$226

WACC/terminal growth rate unchanged), implying 11% upside / 6% downside. We 

maintain our rating.  Neutral 

 

Exhibit 17: Bilibili: key changes to GSe 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 18: Bilibili: financial summary 

 

 

Source: Company data, Goldman Sachs Global Investment Research
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Valuation 

 

Upside risks: 1) Further growth in time spent share; 2) Stronger online game revenue 

growth; 3) Progress on cost-cutting initiatives; 4)Banhao approval earlier than expected. 

Downside risks: 1) Bigger gaming decline and negative margin mix, despite high R&D; 

2) Advertising revenue decline due to macro economy slowdown; 3) Timespent 

slowdown due to competition with SFV players.

 

Exhibit 19: Our DCF based 12-month target prices for BILI are increased to US$29/HK$226 

 

 

Source: Goldman Sachs Global Investment Research
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