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2Q22 Earnings Review & NDR takeaways: Profit beat; Pulling ad
monetization levers into 28ame pipeline unlocking; Buy

0700.HK 12m Price Target: HK$502.00 Price: HK$312.60 Upside: 60.6%

Post Tencent’s better-than-expected 2Q22 eamings on active cost
control initiatives (first take) and management commentaries during
earnings on narrowing profit declines & returning to positive profit
growth in the quarters ahead, we maintain a constructive view on
the company’s outlook on the back of: advertising business recovery
along with increasing Video Accounts contribution from Sep
onwards, domestic games potential banhao approval and next year's
pipeline potential, as well as more cost savings initiatives in addition
to headcount control to bear fruit from 2H22. Maintain Buy with
revised TP of HK$502 per share.

Separately, we hosted Tencent management: Mr. James Mitchell
(CSO, Senior Executive Vice President) and Mr. John Lo (CFQ,
Senior Vice President) at a post-result group NDR meeting on Aug
18.

Key highlights from our NDR and management commentaries
provided during the earnings call:

1) Domestic games: Despite industry-wide slowdown (domestic
industry -7% yoy in 2Q22), Tencent remains positive on long-term
game revenue growth re-acceleration after a ‘digestion’ period for
2022. Specifically, Tencent is confident to receive domestic Banhao
approval within the year, and will launch Undawn later this quarter.
Tencent is also working on the release of a major domestic title
(with Banhao approval remains effective) after Undawn for 2023.

2) Video Accounts: Time to pull the monetization levers.
Management believes Video Accounts is achieving critical mass
with timespent equivalent of 80% of Moments' level (note
Moments is around 1/3 of Tencent’s ad revenue). eCPM:
Management highlighted the strength of the contracts ad sold for
the feed-ads since July on Video Accounts, especially appealing to
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Key Data

Market cap: HK$3.0tr / $386.4bn
Enterprise value: HK$3.1tr / $398.7bn
3m ADTV: HK$8.4bn / $1.1bn
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Buy

Ratios & Valuation

12/21 12/22E 12/23E 12/24E
P/E (X) 363 228 16.5 135
P/B (X) 56 29 25 22
FCF yield (%) 33 5.4 7.3 9.0
EV/EBITDAR (X) 262 16.7 120 93
EV/EBITDA (excl. leases) (X) 26.2 16.7 120 93
CROCI (%) 299 27.9 31.0 34.2
ROE (%) 164 133 16.3 174
Net debt/equity (%) 54 13 6.5) (15.0)
Net debt/equity (excl. leases) (%) 54 13 (6.5) (15.0)
Interest cover (X) - - - -
Days inventory outst, sales - 0.0 0.0 0.0
Receivable days 30.7 320 30.1 304
Days payable outstanding 184.9 1883 1759 174.2
DuPont ROE (%) 141 11.7 14.2 153
Turnover (X) 0.3 0.4 0.4 04
Leverage (X) 18 1.6 1.6 15
Gross cashinvested (ex cash) (Rmb) 602,443.0 657,984.5 738,605.9 820,274.1
Average capital employed (Rmb) 817,432.0 909,797.3 972,327.9  1,023,670.1
BVPS (Rmb) 83.22 94.36 107.51 123.83
Growth & Margins (%)
12/21 12/22E 12/23E 12/24E
Total revenue growth 16.2 1.9 155 136
EBITDA growth 85 (5.8) 26.1 223
EPS growth 0.3 (7.3 378 228
DPS growth 38 6.8) 37.1 228
EBIT margin 285 265 28.1 303
EBITDA margin 388 358 39.1 422
Net income margin 221 20.1 242 265
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Source: FactSet. Price as of 18 Aug 2022 close.
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Income Statement (Rmb mn)

12/21 12/22E 12/23E 12/24E
Total revenue 560,118.0 570,631.5 658,964.0 748,255.6
Cost of goods sold (314,174.00  (327,351.6) (367,790.2) (410,546.4)
SG&A (108,219.00  (114,337.3 (125,392.0) (133,741.1)
R&D (51,880.0) (61,751.6) (65,896.4) (71,084.3)
Other operating inc./(exp.) 149,467.0 24,737.0 13,846.5 13,959.2
EOD000 21002000 21471113314 200000300
Depreciation & amortization (57,670.0) (53,084.6) (72,857.9 (89,072.7)
EOD 10000300 110440000 [lRa nln |
Net interest inc./(exp.) 6,650.0 7,543.3 9,204.4 12,475.0
Income/(loss) from associates (16,444.0) (17,136.4) (7,806.6) (4,472.9
noooooooooofinl 2470000200 100001201 140000
Provision for taxes (20,252.0) (18,997.3) (22,997.5 (29,119.3
Minority interest (2,988.0) (1,987.1) (2,185.8 (2,404.4)
Preferred dividends - - - -
NCODine0(D0 00 00e 0 Dion ls) 123000000 14002000 10001
Post-tax exceptionals (101,034.0) 26,199.2 39,389.6 40,034.0
NCODine00(Tos 0 00e0 Jionls) 221224 0ooo2000 120032000
ECIST(bsic100) cJ00)(Rmb) 1300010 120112 1000
ECOSO(diluC0dC 00 00000eI00) I(Rmb) 12000 1M-C4 1003
EST(bsicIos0 e 0) [1(Rmb) 23 20 12000
EOSO(diluC0dC00os 00 De D 0) I(Rmb) 23021 o014 12031
DPS (Rmb) 1.40 1.30 1.79 2.19
Div. payout ratio (%) 10.8 10.8 10.8 10.7
Balance Sheet (Rmb mn)

12/21 12/22E 12/23E 12/24E
Cash & cash equivalents 167,966.0 202,695.9 288,332.1 409,5630.6
Accounts receivable 49,331.0 50,711.8 58,147.0 66,442.9
Inventory - 1.0 1.0 1.0
Other current assets 267,515.0 165,468.0 176,018.1 186,802.7
Total current assets 484,812.0 418,876.7 522,498.2 662,777.3
Net PP&E 67,837.0 75,117.3 80,777.9 83,876.6
Net intangibles 189,104.0 195,168.1 193,361.7 188,297.1
Total investments 316,574.0 331,247.3 374,728.7 421,5439
Other long-term assets 554,037.0 593,030.8 611,246.7 630,248.4
Total assets 16123640 1,6134402 1,782,6133  1,986,743.2
Accounts payable 170,052.0 167,617.8 186,970.0 204,811.1
Short-term debt 19,003.0 19,003.0 19,003.0 19,003.0
Short-term lease liabilities - - - -
Other current liabilities 214,043.0 109,868.9 121,947.0 136,459.5
Total current liabilities 403,098.0 296,489.7 327,920.0 360,273.6
Long-term debt 145,590.0 145,590.0 145,590.0 145,590.0
Longterm lease liabilities - - - -
Other long-term liabilities 186,983.0 186,983.0 186,983.0 186,983.0
Total long-term liabilities 332,573.0 3325730 3325730 332573.0
Total liabilities 735,671.0 629,062.7 660,493.0 692,846.6
Preferred shares - - - -
Total common equity 806,299.0 913,983.6 1,051,726.3 1,223,502.6
Minority interest 70,394.0 70,394.0 70,394.0 70,394.0
Total liabilities & equity 1,612,364.0 1,613,4402 1,782613.3 1,986,743.2
Net debt, adjusted (3,373.0) (38102.9)  (123,739.1) (244,937 .6)
Cash Flow (Rmb mn)

12/21 12/22E 12/23E 12/24E
Net income 224,822.0 88,527.7 120,3265 1568,132.3
D&A add-back 57,670.0 53,084.6 72,857.8 89,072.7
Minority interest add-back - - - -
Net (inc)/dec working capital 891.0 6,077.3) 9,913.0 8,806.7
Other operating cash flow 116,625.0 129,259.5 151,735.9 188,020.6
Cash flow from operations 175,186.0 176,266.7 234,506.7 285,900.0
Capital expenditures (29,302.0) (34,237.9) (39,537.8) (44,895.3)
Acquisitions - - - -
Divestitures - - - -
Others (149,247.0) (93,982.0) (96,886.6) (102,612.0)
Cash flow from investing (178549.0) (128,219.9) (136,424.4)  (147507.4)
Repayment of lease liabilities - - - -
Dividends paid (common & pref) (12,503.0) (13,316.9) (12,446.1) (17,194.1)
Inc/(dec) in debt 23,103.0 0.0 - -
Other financing cash flows 7,931.0 0.0 0.0 0.0
Cash flow from financing 18531.0 (13,316.9) (12,446.1) (17,194.1)
Total cash flow 15,168.0 34,7299 85,636.2 121,198.5
Free cash flow 145,884.0 142,028.9 194,968.9 241,004.7

Source: Company data, Goldman Sachs Research estimates.
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some high-end advertisers that are willing to pay higher eCPM. And hence contract ad
ECPM is now a premium to the 2 short-form video (SFV) incumbents, and with no
disruption to user engagement as per management.

3) For margin & profit recovery path, management expects to reduce the rate of % yoy
earnings decline and retumn to positive eamings growth in coming quarters.
Tencent now moved to structurally rational mindset on headcounts, and exited
unsuccessful businesses. On capital allocation, Management reiterated its
commitment to work down the portfolio and use the proceeds to return to shareholders
until the portfolio value is recognized.

In our view, Tencent remains one of the most uniquely positioned China Internet
companies given its unrivaled WeChat eco-system, leadership in games and new
growth drivers across Video Accounts and SaaS. Following its revenue/earnings
bottoming from weak macro backdrop in 2Q, we believe Tencent is set for revenue/
growth recovery from 2H22E, along with more monetization levers from Video Accounts
and potential game launches for 4Q22 and 2023. Meanwhile, we expect management
to continue return value to shareholders while rationalizing spending in 2022 as
highlighted in our China Internet 2H outlook and China’s Internet industry will be shifting
toward a healthier mode focusing on user value, technology innovation, and social
responsibility.

Exhibit 1: Tencent: Key changes to GSe

New New New
Rmb mn 2022 chg % 2023E chg % 2024E chg %
Total revenues 570,632 -1% 658,964 -1% 748,256 -2%
Net profit, adj. 114,727 4% 159716 0% 198,166 0%

Source: Company data, Goldman Sachs Global Investment Research

What to do with the stock: Factoring in 2Q22 results and management commentaries
provided during the earnings call, we trim our 2022E-24E revenue estimates by 1-2%
mainly on 1) 2% higher ad revenue on Tencent unlocking its monetization potential
from Video Account and Weixin ad properties being a beneficiary to
interoperability/ecosystem open-up; offset by 2) 2% lowered game revenue. In terms
of profitability, we expect better gross margin profile across game and FBS. We raise
adj. operating margin by 30-150bps and now expect 2022E adj. operating/net profit to
drop -5%/-7% yoy in 2022E.

With the revised forecasts, our 12-month SOTP-based target price is fine-tuned to
HK$502 from HK$503 previously. We stay Buy-rated on Tencent. We see compelling
risk-reward with Tencent/Tencent ex-investments currently trading at 20x 12-m forward
P/E, >1 std below its historical avg. 12-m forward P/E. Our bear case scenario suggests
moderate downside from current share price.

Key risks: More intense industry competition in performance-based advertising,
unexpected delay in game launches/Banhao approvals, slowerthan-expected growth in
FinTech and Cloud businesses, reinvestment risk.
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Exhibit 2: Our bear case scenario suggests moderate downside to current share price

Bear case scenario

Tencent
Scenarios for valuation

Gaming
Valuation per share (HKS)
Advertising

Valuation per share (HKS)
Cloud

Valuation per share (HKS)
Fintech

Valuation per share (HKS)
Others

Valuation per share (HKS)
s |

Valuation per share (HKS)
Net cash

Valuation per share (HKS)

Valuation per share (HKS)

17X implied P/E multiple on 2023E
NOPAT; 12X P/E for PC & 22X P/E for
mobile

221

17X P/E multiple on 2023E adverfising
NOPAT

79

X EVfsales multiple on 2023E cloud
revenues, in-line with our valuation on
BABA's cloud business

28
SOTP

Tencent Video; Tencent Music: China
Literature; Huya and others

12
129

End-2022E

0.1

Bear case, 2023E-based, only valuing

gaming, advertising, cloud, and
associates/investments

12X P/E muttiple on 2023E NOPAT, at
history trough level of giobal gaming
peers

160

8X P/E muliple on 2023E NOPAT, in-
ine with our bear c ase valuation for
BABA's c ore core business

37

4X EV/sales muiti pie on 2023E cloud
revenues, multiple discount in bear case

22

No valuation

No valuation

65

No valuation

Applying holdco discount (10% )

502

Source: Company data, Goldman Sachs Global Investment Research
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Key takeaways from post-results NDR

19 August 2022

We hosted Tencent management Mr. James Mitchell (CSO, Senior Executive Vice
President) and Mr. John Lo (CFO, Senior Vice President) at a group NDR meeting on Aug
18 where top investor questions were: 1) Online games: timeline of unlocking Tencent's
domestic backlog and evolving international game strategies; 2) Advertising:
Monetization ramp-up curve of Video Account across multiple metrics (timespent, ad
load, eCPM), benchmarking with Moments and SFV peers; 3) Cloud: Near-term
business trend and longerterm monetization upsides and timeline from Tencent
Meeting and WeCom; 4) Margin & Profit: earnings recovery timeline and further
development of headcount optimization progress and 5) Capital deployment: Pace of
portfolio divestment.

Online Games

For online games, investors’ focuses are on 1) timeline of unlocking Tencent's domestic
backlog (for previously obtained Banhao titles); 2) Tencent's evolving international game
strategies.

®  Domestic games: Despite industry-wide slowdown (domestic industry -7% yoy in
2Q22), Tencent remains positive towards long-term game revenue growth
re-acceleration after a ‘digestion’ period for 2022.

O Tencent will launch Undawn later this quarter,

O while Tencent is also working on the release of a major domestic title (with
Banhao approval remains effective) after Undawn.

® International games:

O Overseas game release timeline: Tencent noted a majority of the
international pipeline is weighted towards 2023-2024, with Warhammer
Darktide to come in 4Q22.

O Ubisoft: Tencent noted it has a solid relationship with Ubisoft, who has
successful IP but emerging presences in GAAS and mobile game. Tencent is
working with Ubisoft on multiple mobile adaption projects, similar to its
relationship with Nexon and Krafton.

O Managing intemational game studios: 1) Consolidated studio and
publisher. Tencent maintains frequent communication with Riot, Supercells;
2) Consolidated studio. Tencent leverages its publishing expertise through
Level Infinite to help Stunlock, a Sweden developer which focuses on
development but not publishing, publishes the well-recevied title V Rising. 3)
Acquisition. Tencent noted Miniclip has a strong track record in acquiring
studios in Europe (e.g. SYBO). Riot has also acquired game developer teams
without game assets per Tencent.

Advertising
For advertising, investors’ focuses are on Monetization ramp-up curve of Video Accounts
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across multiple metrics (timespent, ad load, eCPM), benchmarking with Moments and
SFV peers;

®  Video Accounts: Regarding the long-term online ad industry growth profile and
competition, management noted when SFV kicked-off ad monetization, online ad
penetration was already at 70% of China’s total ad market, when SFV launched in
US, US online ad % of GDP was also amongst the highest globally. Specifically:

O Time to pull the monetization levers. Management believes Video Accounts
is achieving critical mass after VV+200% yoy, with timespent equivalent of
80% of Moments' level. Management noted Moments is around 1/3 of
Tencent’s ad revenue, despite accounting for relatively low timespent per
DAU per day, demonstrating monetization potential of the Weixin properties.

O Timespent. Management noted new usage scenarios (e.g. live streaming)
contribute to incremental timespent with a separate adoption curve to SFV
and may continue to lengthen timespent for the format. Longerterm,
management considered Video Accounts to have higher ecpm despite total
timespent (potential room for ad inventory) will be lower than the industry
incumbents.

O eCPM. Management highlighted strong sales of the contract ad for the
feed-ads since July, especially appealing to some high-end advertisers that are
willing to pay higher eCPM. And hence contract ad ECPM is now a
premium to the 2 SFV incumbents, with no disruption to user engagement.

Cloud
For cloud, investors' focuses are on 1) Nearterm revenue and GPM trends; 2)
Longerterm monetization timeline and upsides for Tencent Meeting and WeCom.

m  Nearterm business trend. \With management nearterm focusing on gross profit
margin improvement, revenue growth will remain on a moderating trend into 2H,
but management expects to see both sequential and yoy margin improvement in
2H22, with Paas and SAAS representing half of Tencent cloud revenue.

B Management expects to conduct monetization experiment on Tencent Meeting, but
the P&L impact will come after Video Account and mini program monetization.

Margin & Profit

For margin & profit recovery path, investors’ focuses are on 1) Implication and further
development of the headcount trimming progress; 2) earnings recovery timeline;
Management expects to reduce the rate of % yoy earnings decline and return to
positive eamings growth in coming quarters.

B Headcount, as Tencent moving to a more structurally reasonable mindset, it
expects to:

O Implement headcount control. Given Tencent has increased headcount
gradually from 1Q-4Q21, management expects the pace of headcount growth
will be consistent with revenue growth by end-2022.

19 August 2022 6
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Capital Allocation
®  Management reiterated its commitment to work down the portfolio and use the
proceeds to return to shareholders until the portfolio value is recognized.

Online Games

Domestic to see sequentially easing base starting Sept-22, International above-industry
growth continues but post-COVID normalization a drag

We forecast game revenue growth of +0.1% yoy in 3Q22E and -0.2% yoy in 2022E.
By market:

m  We forecast -0.2%/+0.1% yoy for the domestic market in 3Q22E/2022E, given 1)
Weakened deferred revenue, a high base (July-Aug) of legacy titles to weigh on
growth, but supported by 2) Undawn release in Sept-Oct.

O Domestic: LOL: E-sport manager (J: e A 55 20 ), the e-sport simulation
adaption game that's based off the LOL /P has turned out to be Tencent’s
largest new-release domestic game based on grossing contribution, with
2.0% total market share in July (despite having only been launched on 20
July);

O Contraction in minors’ time spent and grossing will continue to hinder
domestic game revenue growth till Sept-2022. Honour of Kings (HoK) saw
grossing growth at -3% yoy in July, with the season 28 expansion pack,
released on June 23, supporting July grossing, despite the challenging comps.
Peacekeeper Elites (PKE) saw grossing decline of -45% yoy in July, against a
record high comp in July-2021, also partly due to the decline of revenue from
change in controls around minors game timespent.

m  We forecast +2%/0.8% yoy for the international market in 3Q22E/2022E, backed
by:

O Moderation of the overall international mobile game industry in the midst
of transition against tough comps created by the pandemic benefits. PUBGM
grossing was hindered by post-COVID normalization, with July grossing
dropping 39% yoy and the weakness to likely extend towards yearend; partly
offset by:

O Continued launches of new titles, backed by Tencent’s deep pipeline of 40+
international games to be launched in 2022-24E. 1) V Rising, the PC survival
action RPG developed by Tencent investee, Stunlock Studio, sold 2.5mn
copies as it went into early access on May 17 grossing over US$20mn; 2) Into
3Q22, Tencent will release Metal: Hellsinger through Funcom; Tower of
Fantasy through Level Infinite and Turbo Golf through Sumo Group, followed
by Warhammer 40,000: Darktide in 4Q22.

19 August 2022 7
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Exhibit 3: Tencent online game revenue estimates

(RMB mn) 2020 2024 2022E 2023F 2024F 1021 2021 3021 4021 1022 2022 3Q22F  4Q22F
Gross mobile + desktop gaming 191,155 210,010 209,586 235367 265,748 53,400 51,800 54,210 50,600 52400 51,600 54275 51,311
YoY 35% 10% 0% 12% 13% 15% 10% 7% 8% -2% 0% 0% 1%
International 35822 45413 45762 53,209 62,578 10,492 10,721 11,300 13,200 10,600 10,700 11,526 12,936
% yoy 101% 7% 1% 16% 18% 30% 22% 20% 35% 4% 0% 2% 2%
China 155333 164,597 163,824 182,158 203,170 43208 41,079 42910 37400 41,800 40,900 42,749 38,375
% yoy 26% 6% 0% 11% 12% 12% 8% 4% 1% -3% 0% 0% 3%
Gross mobile gaming 146617 164,810 163,363 188,097 217,409 41500 40,800 42510 40,000 40,300 40,000 42458 40,605
% yoy 56% 12% 1% 15% 16% 19% 13% 9% 9% 3% -2% 0% 2%
International 28,334 38,110 36,608 43,597 52,678 8,828 9,475 9,572 10,236 8,750 8,985 9,520 9,352
% yoy 121% 350% 4% 19% 21% 41% 3% 27% 40% 1% 5% 1% 9%
China Only 118,283 126,700 126,755 144,501 164,731 32,672 31,325 32,938 29,764 31,550 31,015 32,938 31,253
% yoy 46% 7% 0% 14% 14% 15% 9% 4% 1% -3% -1% 0% 5%

PC gaming 44538 45200 46223 47,269 48,339 11,900 11,000 11,700 10,600 12,100 11600 11,817 10,706
% yoy 5% 1% 2% 2% 2% 1% 1% 19 4% 2% 5% 1% 1%

Source: Company data, Goldman Sachs Global Investment Research

19 August 2022

2022 recap

Online games revenues (PC + mobile) declined 0.4% yoy to Rmb51.6bn (above GSe
Rmb49.8bn): a) Mobile game revenue -2% yoy to Rmb40.0bn vs. GSe 38.7bn; b) PC
games revenue +5% yoy to Rmb11.6bn, slightly above GSe 11.1bn; c) Current portion
of deferred revenue was Rmb89.2bn, -7.3% yoy/-7.9% qoq, vs. -1.7% yoy in 1Q22,
while current and non-current deferred revenue combined dropped -8.8% yoy (vs. -3.6%
yoy in 1Q22).

Domestic Games

In 2Q22, domestic game revenue (ex. portion allocated to Social Network) declined
-1% yoy to Rmb31.8bn (vs. -1% yoy in 1Q22), but ahead of industry at -7% yoy (CNG
data) with:

1. Lack of new blockbuster release: with Return to Empire being the only title that
gained meaningful traction among the 5 newly released titles in 2Q22.

2. Minor protection measures impacted revenue (minors contribution was
c.mid-single-digits of grossing in 4Q20)

3. Lower user spending across legacy titles (HoK, LOL PC), partly offset by
incremental contribution from newly released titles (LOL Mobile, Fight of The
Golden Spatula).

Management highlights:

®  Resumption of Banhao should support the overall game industry, while Tencent is
confident in receiving Banhao in the future.

®  Undawn (B2H9EE), one of Tencent’'s most important domestic pipelines (30mn
pre-registration), has confirmed the domestic release in China within the next few
weeks, after it was delayed since summer2021.

m Timespent of HoK/PKE from adult players both increased yoy, yet both game saw
revenue decline %yoy; implied users’ game spending conversion (per timespent)
dropped, likely due to weaker macro. Tencent expects to focus on deepening user
engagement.

B Management highlighted positive regulatory development including pilot approval
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program and fostering internationally renowned brands in games.

®  On the nearterm %yoy recovery path, management believes the weaker

macro-economy could continue to undermine growth of its legacy games in 3Q.

Exhibit 4: Timespent of games remained weak, declined by -2% yoy in July, vs. -1% yoy in June. HOK (Honour of Kings)'s timespent
continued to decline to -21% yoy in July; Peacekeeper Elite -10% yoy from recent peak +26% yoy in April.

202110  2021-11  2021-12 202201 202202 202203 202204 2022-05 2022-06 | 202207
Honour of Kings FEFE 9% 1 oarw [oonx [ osx B oosn | 2% | oax | a3 ] am| ] o i 0%
Peacekeeper Elite e boaasw [Bo-asx - -12% 1% a% [ % | 1% | su | 10w ] 5%
Anipap T pEssm S v S P T 1% a0 aw e [ 1l [o2aw o
Fight of The Golden Spatula 24428 0% 0% 0% I 0% | 0% 0% 0% N.M. NM. N.M. N
Genshin Imgact o B oaow § wow o osw ey Woieex Wk Eoex Wom Foan| 3%
League of Legends: Wild Rift  SEIREXEATFF 0% 0% 0% 0% | 0% 0% 0% 0% N.M. N.M. NM.
Huanle Doudizhy (Tencent)  WUSR3HME (BEH) 8% 6% ) -14% Ij -19% 2an B o [ o [0 oo (4 o[ e i 2%
Tencent Huanle Mzhjong TR 25 3% % % 5% 0% 2o |om ] e ] oasw ]z 3%
Tiantian Xiangqi FrE 13% 3% 7% 1% u% f 1% [ e [ e [ oasw| [ o 8%
CrossFire: Legends kg HREE [B o7 B 0% B -55% ars B a0 A% 3 ] -6 [ -as% 0% ]
Total 13% 11% 1% 2% 1% 12% % 1% 2% | 1%
July VS. June-
_nmespenmshm 0210 20211 202112 2022-01 202202 202203 202204 202205 202206 202207 S
Hanaur of Kings IEF 0% T % 40% 9% 9% 40% 39% 3% 39% -0.8%
Peacekeeper Hite iiRe =1 1% 11% 12% 15% 17% 15% 16% 15% 13% 15% 18%
Anipap Tl 7% % 8% 7% 7% 8% 8% 8% 8% b 0.2%
Fight of TheGolden Spatula 24745224 4% 5% 6% 4% It 5% 4% 5% 6% % o
Genshin Impact i 3% 3% 3% % 4% % & & 4 5% 0.5%
League of Legends: Wild Rift  THAEEESSFS 2% 14% 2% 5% 4% 4% 4% e e 4% 0.1%
Huanle Doudizhu (Tencent) — IMRHtEE (BEH) 3% 3% 3% 3% 3% 3% % % % h -02%
Tencent Huarle Mahjong BRI e 1% % % % % % % % i i} -0.2%
Tiantian Xiangqi ToEH % 2% % % % 2% % i) B pi) -0.1%
CrossFire: Legends =R BETEE 2% 1% 2% 2% 2% 2% % ) 2% 2% I o5
Source: QuestMobile
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Exhibit 5: Tencent: international and domestic grossing performances
Tencent international mobile game grossing includes Supercell, Miniclip, Pocket Gems and Marvelous

Tencentifl - International Jan22 Feb-22 Mar-22 May-22 Jun-22  Jul-22
International Grossing % yoy J?% h% 96 |]5% B 7% [:-0% E.S%
International Market share % 4.8% 4.5% 4.7% 4.4% 4.4% 3.8% 3.5%

Jun-22

TencentfEifl - domestic

Mar-22

May-22

Domestic Grossing % yoy - constant FX -8% 9% | 1% 7% ; 8% -4% -8%
Domestic Grossing % mom - constant FX 27% f-9% | 6% | 8% |-1% [-1a% | 7%
Grossing % yoy - by titles ) .
Honour of Kings FTEFE | -3%
PeaceKeeper Elite FEE= i I E & -25%
League of Legends Mobile — Z=EIEEXEEFIR '
Return to Empire SRFE '
Cross Fire Sk TR B | 3 P -13%
Teamfight tactics T8 |
QQ Speed QQkE I [ l g 17%
Naruto XGRE [ 1 -26%
Moon Light Blade FEEFT) = (% (= (= % -68%
LoL: E-sport manager s 9 e s by 25 1 i |
Domestic Market share % 45.5% 48.2% 44.0% 439% 435% 429% 453%
Market share % - by titles
Honour of Kings TEFE I P | B | | B I P 17.9%
PeaceKeeper Elite FE= BE B i B B B E los%
League of Legends Mobile — ZEHfEEFEEFF I [ ' I [ 19%
Return to Empire SiREE 0 | 0.3%
Cross Fire FHMEFF | [ [ I [ - | 15%
Teamfight tactics EFFC8 [ I . Il 22%
QQ Speed QQ&E | I | | I | | 1.2%
Naruto XHBE [ ] | [ [ : | 0.9%
Moon Light Blade FEBERT] | | | | | 0.5%
LoL: E-sport manager F:37 3590 s sy 23 [ 20%

Source: SensorTower, data compiled by Goldman Sachs Global Investment Research
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Exhibit 6: Tencent: domestic game pipeline

Chinese

Banhao

Genre Jan-22 Feb.22 Apr-22 May-22 Aug-22 Sep-22 Rest2022
Name Status = v g -
i) I ] 2Q22
Stainway to Stardorm  IEEREE Approved  Tencent  Simulation | FUMEIE
The Story of Yanxi  SERSIZEE S X Pubilic festing
T REFE Approved  Tencent Casual 1B P
Kuan Zhong Ji Eehid Approved  Seasun 5LG R
Wa Long Yin 2 Eh ey 2 Approved  Seasun SLG t::l?r:;d f_e_'fkr Pﬁ';;i’:?
Joy of Life PR approved  Temeent MMORPG | Betiestingan Pt ting
NS Public testing
Retum to Empire miETE Approved Tencent SL3 o 39 Mar
. : . ) Archosaur 1 Fubic testing i
Naah's Heart RETE A Approved Games RPG on 13 Apdl E
i
St . - Betatesting an Public testing i
Black Desert TR Approved  Tencent RPG o on 26 Aprl i
i
Code: Thres Bl - . = Fmal tasting on Puibic tasting H
Kingdom FE—E Approved  Tencent SLG 21 Mar an 26 May '
1
3 on 3 Freestyle SEIEE  Approved Tencent Sports 1
H
T
o syt Beta festing on | Pl testing
Zhi Jian Ling Zhu FEsSmE Approved Tencent Casual 30 May T onsduy
i
H
Beta testing Betatesting  Bet testing Eeta testing 1 Public tasting
LR IRESE Approved  Tencent FPs oniddan  en23Feb on 31 Mar on 17 May 1 onon 13 July
i
i
League of Legends: it = Alpha testing 1 Public te sting
e-sport manager iz Appraved Tencent sLe on 18 Mar i on 20 Juy
Game pipeline i
v 1 Public testing
Kitten Match FEEEERE Approved Tencent Casual H e
1
' - s 1 Fuii; festing
Ona-Punch Men ,,#jt_g"l_ Approved Tencent Action H an 30
Justice is Served WihdT i Sectemher
- , Public testing on
Chio Haro SIEASEEE  Approved  Tencent  Stategy 15 Noverbar
X =it - Public festing on
Mew Eternal Love rEuE Approved Tencent RPG 31 Decamber
- Pl C ]
Music Warld T Approved  Tencent Wus ic e
Handmade Planet FIEH Approved Tencent  Sandbax F::?Ig:ec:::gecrm
Public testing o
Bu Liang Ren3 FERAS Approved  Tencent Action {*" 5::::\:3;"
S
Mobils DnF '{TWﬁ © Approved  MNexan  MMOACT Bl
Dawn Awakening  SEREHIER Approved  Tencent  Sunival ﬂ:;;!;ﬁf'?‘gz
Uncharted Waters:  AARRERIL Public testing on
- - N Tencen St
Lord of the sea 1= £3 encent  Siralegy 11 November
MNew Mobunaga's HSEZE - Public testing on
Ambhion bl N Tencent  Stategy 24 November
Wu Xu Ci Yuan FoFERTT N Tencent Action BR:?L:? -
Inte mational
Gyhe MLk _ﬁptxﬁ&% MNA Tencent Shooting sl
Mobile i May 2022

Source: Company data, Goldman Sachs Global Investment Research

Interational Games

In 2Q22, International games decreased by -1% yoy to Rmb10.7bn (or flat in constant
currency, vs. +4% yoy in 1Q22), given international games remains in the

post-pandemic digestion period (see our July game tracker). Nevertheless, Tencent still

performs better than the industry at -7% yoy (SensorTower), partly helped by increase in
revenues from games including VALORANT and newly launched V Rising (Above
US$20mn grossing in 2Q22).

Management highlights:

®  Normalization timeline of global gaming industry: Depends on current
weakness including post-COVID re-base or macro weakness issues. The
monetization structure of game shifts towards more discretionary purchase (in-app
purchase).

19 August 2022 1
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m  Slower, yet still ongoing overseas game-related M&A, pivoted by Tencent's
subsidiaries MiniClip acquiring SYBO, publisher of Subway Surfers (30mn DAU).

Online Advertising

Sequential recovery towards year-end helped by an easier base, Video Accounts
potential and benefits from interoperability/ecosystem open-up .

We forecast ad revenue growth of -5% yoy in 3Q22E and -8% yoy in 2022E. By ad
properties:

m  Social and other advertising revenue to decline -6% yoy (-3% if incl. Sogou) to
Rmb178bn (from -21% in 2Q22) on weak ad demand and consequently lower
eCPMs.

®  Media advertising revenues -15% yoy to Rmb3.0bn (improved from -24% yoy in
2Q22) on lower ad revenue from Tencent Video and Tencent News Services.

Near-term trends: \While Tencent saw weaker ad revenue % yoy performance in April
and May due to COVID lockdown in Shanghai and a tough %yoy base from education ad
spend, it saw subsequent improvement in June as post-ecosystem open-up, Tencent
obtained ad dollar budget from major e-commerce platforms that previously were not on
Tencent's ad properties. Although the period from July till mid-Aug still carries a
tough comp with a high base given Summer Olympics, management expects
sequential % yoy improvement towards the yearend, backed by:

m  Advertisers from verticals such as eCommerce, automobile and F&B have seen
healthy ad budgets;

® Timespent on Weixin and Video Accounts have been growing healthily, inline
with QuestMobile (Weixin timespent +6% yoy in July-2022).

Exhibit 7: Tencent advertising revenue estimates

(RMB mn) 2020 2021 2022€ 2023E 2024E 1Q21 2021 3021 4Q21E 1Q22 2022 IQ22€ 4022E
Online ad. revenue 82,271  BB,666 81965 96105 11093% 21,620 22,833 22495 21,518 17988 18,638 21,410 23929
% yoy 20% 8% 8% 17% 15% 23%  23% 5%  -13%  -18%  -18% 5% 1%
Media advertising 14277 13,313 11,048 11,380 11,380 3,339 3,300 3473 3,200 2,300 2,500 2,952 3,296
% yoy 5% % 17% 3% 0% 7% 0% 4% 25% 3% -24%  -15% 3%
Social, others x-Sogou 67,994 740687 68415 82,097 96,875 18481 19,533 18,955 17,719 15072 15502 17,818 20,022
% yoy 29% 10% 8% 20% 18% 7% 28% 7% -13%  -18%  -21% &%  13%
Sogou 666 2,602 2,628 2,680 67 599 616 636 540 611
% yoy 5% 2% 2%

Source: Company data, Goldman Sachs Global Investment Research

19 August 2022

Video Accounts’ revenue opportunities:

® Management expects the monetization ramp-up of Video Accounts to be quicker
than Moments, which took 5 quarters to reach Rmb1bn in revenue.

® Timespent is still growing strongly (total vwv +200% yoy in 2Q22);

m  eCPM of contract ad sold in past few weeks was lower than Moments; Tencent will
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kick-off the bidding of in-feed ads within Video Accounts in a few weeks, and
management is optimistic on pricing amid strong interest from the Video Account
concert sponsorship. Comparing to other SFV peers, management believes eCPM
should be on par or higher vs. SFV peers.

m Higher ad load potential as management noted the ad load of the 2 incumbents at
14-16% (vs. 2-3% effective ad load of Moments);

® Timespent allocation within Weixin. Management believes timespent of Video
Accounts will not impact timespent of other \Weixin properties given differentiated
use cases, referencing timespent of Moments has not cannibalized that of the
Weixin Chat function.

B Relative to other Weixin ad properties, Video Accounts enjoys clearer benchmark
(compared with SFV), limited disruption to consumer engagement (as SFV is a
better format to conceal advertisement), and with improved Al recommendation
algorithms.

m  E-commerce live streaming presents monetization in longerterm, as management
believes live concerts help established users’ viewing habits on Video Accounts.
Tencent will focus on subsequent improvement of the ad system and merchant
recruitment, supported by its Weixin ecosystem including mini program to complete
the transaction, while private domain solutions like WeCom will help merchants to
retain customers.

2022 recap

Online advertising revenue came in at Rmb18.6bn, -18% yoy (9% above GSe, on par
with -18% yoy in 1Q22), with the betterthan-expected results driven by sequential
improvement in ad demand since June as large eCommerce platforms increased ad
spend for 618 promotions, offset by % yoy lower eCPM due to decreased bidding
density from clients of Internet services, education and finance verticals.

m  Social and other advertising revenue declined -17% yoy to Rmb16.1bn (from
-15% in 1Q22) on weak ad demand and consequently lower eCPMs.

®  Media advertising revenues -25% yoy to Rmb2.5bn (improved from -30% yoy in
1Q22) on lower ad revenue fromTencent Video and Tencent News Services.

m  Market-share gain of conventional ad properties and June quarter
improvement: Tencent attributed the strong intra-quarter improvement in June to
e-commerce platforms previously underspent (changes to China's Internet
landscape) on Tencent, and it has re-shifted its budget to Tencent properties amid
6.18 e-commerce festival, and proliferation of mini-programs.

19 August 2022 13
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Exhibit 8: Our ads volume mix% tracker suggests Tencent has seen healthy ad spending from E-commerce
platforms, while expecting a high base from education and real estate will lapse into 3Q

Ads verticals

% yoy chg
in mix

|Game f £133% §116% §49.5%! £115% 228% §7.3%I 11.3%
Education sEE H03% EB1% HeT% | 1 5% i g 3.7% i 32% B 4%
Real Estate i Hlaow Hles% § 4 0% : 68% 1§ 14% | -0.1%
[Finance ______ 2@ _____ Foaw _woow 70w § 2 _-___téi%_l s0%] B o
E-commerce platforr FFEEBFS rosh | 4% 1 3. 6%| 7 5. a% m. f_ 7.6% {]6. 5% g3
Entertainment SHBRG 1 &l L [ &l . i 4 5%
Dating e i . %I i i 6.0%
Apparel L) 0 0 0 g ) I -1.7%
Domesticsenices  4ZRS { H B : i il i 3 fo01%
Software & tool TEXNE k i i P i P H | -01%
Cosmetics PR ﬁ il noo i i H o -s5%
Travel WS | i P ; | [ 03%
Daily necessites ~ BRSEH i i | i i ! i -0.6%
F&B =frivec] i i | I i ! i i 0.2%
Auto AEER i i i | i I i | 0.7%
Home appliance =t ] { H I | { | ; 0%
3c BBsE 1 i e 5 ! b -1.1%
Others =it 1 o ’__ | |

r r r
Verticals under
regulatory scrutiny 37.8% 364%  37.1% 274%  39.2%  29.8%

Source: Goldman Sachs Global Investment Research

Exhibit 9: Weixin, the largest app in China (20% of top 400 app aggregate timespent) grew +6% yoy (+4ppts mom), while yoy % decline in QQ
continued for the 27th consecutive month with -33% yoy in July. Weibo dropped -6% yoy. Xiaohongshu's growth remained strong at +98%

yoy.

July VS, June-
mnme:pmt%yuy 202110 202111 2021-12 202201 202202 202203  202-04 202205  2022-06 202207 oy che
WeChat s " m | om 3% | osw il % || 1w s% | 2w | 6%

Weibo i f A% 3w | 1w ] - i 1% w0 e | 4w 0 aw | 6%
aa Qe B o B sl sl 3«1‘36|j % (B asm A 4% A 0% 30 [l 3w
Xiachongshu MTH 96% oe% [ oaw | 1 31% wex 11 [oa03% ga B0 osw
MOMO MOMORERE bosx § 3% || -um | -11‘36 | 3% T R R4 6 | 6%
Baidu Forum EEIE se il mw [oam 0 oasx 1w |l wm% |ouw [ 1sw 2% | EVL
Zhihu T o% | ot | ;s | e | 2 0 ow | 1% | % o f o2 | 1% B o«
Soul Soul 13% by N T 1 || o% F oaw | oam | 18w w% | 20% | 0%
Tantan 7z 8% s | om | oss | T | Y SV | -19% I 1%
Weibo Qingxiangba 2SR 3% aw | oo | awm | ™ | ™ % 2w atm| [l 0%
Total Social 2% 0% 0% 2% % 0% 2% ] %

July VS. June-
mﬁmspﬂ\l% share 202110 202111 202112 202201 202202 202203 202204 202205  2022-06 202207 Kehare che
Weiin = 4% 75% 74% 74% 3% 75% 75% 75% 74% 2% | -LE%
Weibo i 9% 9% 9% 9% 10% 9% 9% % 10% 1%
aa aa 9% 8% 8% 8% &% % % % 7% 7% I -0am
Xizohongshu MTH % 3% % % 2% % % 1% % % Posx
MOMO MOMORERE 2% 2% bi 2% 2% 2% % % 2% 2% | 0.0%
Baidu Forum B 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% | 0as
Zhihu T 1% 1% 1% 0% 1% 1% 1% 1% 1% 1% | 0o%
Soul Soul 0% 0% 1% 1% 1% 1% 1% 1% 1% 1% 0.0%
Tantzn 7z 0% 0% 0% 0% 0% 0% 0% 0% 0% 03 0.0%
Weibo Qingxiangba izt 0% 0% 0% 0% 0% 0% % 0% 0% 0% | oo

Source: QuestMobile

FinTech and Business Services

19 August 2022

Worst is behind for FinTech payment business; cloud’s strategic shift to quality growth
will dent growth but help margins
We forecast FinTech and Business Services revenue growth of 10% yoy in 3Q22E
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and 8% yoy in 2022E. By segment:

m  We forecast 13%/11% yoy for Fintech revenue in 3Q22E/2022E, given sequential

improvement in commercial payment volume % yoy recovery, alongside lockdown
easing in economically-developed regions.

We forecast -2%/-2% yoy for Business Services in 3Q22E/2022E, with the slower
yet improvement in growth being attributable to: 1) Tencent to strategically focus on

quality growth by scaling back loss-making contracts (i.e. subcontracts include
hardware re-sale), and concentrating resources on highermargin internally

developed PaaS solutions; 2) Project deployment to resume to normal capacity in
3Q22. Longerterm, Tencent expects to sharpen the company’s focus on internally
developed products while focusing on upselling highermargin, internally developed
PAAS products, while reducing lower margin businesses such as CDN.

Exhibit 10: Tencent FinTech and Business Services revenue estimates

(RMB mn) 2020 2021 2022E 2023E 2024E 1Q21 2021 3Q21  4Q21E 1022 2022 3JQ22E 4022t
FinTech and Business Services (F 128,086 172,195 186,571 228,736 267,697 39,028 41,892 43317 47958 42,768 42208 47617 53978
% yoy 26% 34% 8% 23% 17% 47% 40% 30% 25% 10% 1% 10% 13%
Fintech and payment 104,599 136641 151,728 183,440 210,851 31,493 33,929 34519 36,700 35459 34,723 38,995 42,552
% yoy 24% % 11% 2% 15% 44% 8% 25% 21% 13% 2% 13% 16%
Cloud 23,487 35,554 34,843 45,296 56,846 7,535 7,963 8,798 11,258 7,309 7485 8,622 11,426
% yoy 38% 1% -2% 0% 26% 65% 52% S56% 40% -3% 6% -2% 1%

Source: Company data, Goldman Sachs Global Investment Research

2022 recap

FinTech and Business Services revenue was up 1% yoy to Rmb42.2bn in 2Q22, 2%

below GSe.

m Revenue growth from Fintech services moderated as commercial payment volume
impacted by COVID-19 resurgence in April and May 2022.

m Revenue from Business Services decreased slightly yoy, as Tencent proactively
scaled back loss-making businesses. More importantly, revenue increased goq due
to end customer demand for Tencent’s internally-developed products.

Management highlights:

®  Fintech

O Intra-month trend: commercial payment volume slowed to low-single-digits
% yoy in April 2022, but resumed to high-teen %yoy growth in June 2022.

O Financial holding companies: Management observed stable and progressive
development of the Fintech business while Tencent will continue to meet
regulators’ most stringent requirement.

® Cloud

O Near-term objective is on gross profit growth and narrowing absolute dollar
losses. Management expects a sharp profit turnaround by cutting off
subcontracting, deployment revenues.

O 2Q22 revenue decline was primarily linked to lower spending from Internet

19 August 2022
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customers (impacted the most from weakened macro) and enterprise clients
(pushed back deployment).

Financials & Valuation

19 August 2022

Factoring in 2Q22 results and management commentaries provided during the earnings
call, we trim our 2022E-24E revenue estimates by 1-2% mainly on 1) 2% higher ad
revenue on Tencent unlocking its monetization potential from Video Accounts and
Weixin ad properties being a beneficiary to interoperability/ecosystem open-up; offset
by 2) 2% lowered game revenue as the global mobile game industry (ex. China) is in
the midst of transition against tough comps created by the pandemic benefits, though
Tencent game remains a share gainer with above-industry growth domestically and
internationally.

In terms of profitability, we expect a better gross margin profile across game and FBS.
We raise adj. operating margin by 30-150bps and now expect 2022E adj. operating/net
profit to drop -5%/-7% in 2022E (vs. +7%/+1% in 2021).

With the revised earnings, our 12-month SOTP-based target price is now at HK$502
from HK$503 previously. We stay Buy-rated on Tencent. In our view, Tencent remains
one of the most uniquely positioned China Internet companies given its unrivaled
WeChat eco-system, leadership in games and new growth drivers across Video
Accounts, international games and SaaS. Following its revenue/earnings bottoming from
weak macro in 2Q, we believe Tencent has strengthened its leading positions across its
business lines and is set for a revenue growth recovery from 2H22E. Meanwhile, we
expect management to rationalize spending in 2022 as China’s Internet industry is
shifting toward a healthier mode focusing on user value, technology innovation, and
social responsibility.
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Exhibit 11: Tencent: summary of changes

Income Statement Old New Old New Olid

(Rmb mn) 2022E % diff 2023E 2023E % diff 2024E 2024E
Total revenues 570,632 574,602 1% 658,964 668,428 1% 748,256 759,876 -2%
Value added services 294 410 299,517 -2% 326,054 332666 -2% 361,172 368,048 -2%
Online advertising 81,965 80,590 2% 96,105 94 543 2% 110,935 109,187 2%
a FinTech and Business Services 186,571 186,809 0% 228736 233151 -2% 267,697 274187 -2%
b. Others 7,685 7,685 0% 8,069 8,069 0% 8,453 8,453 0%
Cost of revenues (327,352) (334,762) -2% (367,790) (377,228) 3%  (410,546) (421,412) -%
Gross profit 243,280 239,840 1% 291,174 291,201 0% 337,709 338,464 1.3
Value added services 148,447 148,207 % 166,577 166,740 0% 185,813 185433 0%
Online advertising 33512 32,708 2% 45 501 47,008 -3% 53,969 55,454 -3%
Fintech & Business services 60,629 58,213 4% 78,370 76,726 2% 97,167 96,817 0%
Others 692 692 0% 726 T26 0% 761 761 0%
Interest income 7,543 7,258 4% 9,204 8,857 4% 12,475 12,004 4%
Other gains, net 24737 16,022 54% 13,846 11,861 17% 13,959 11,870 18%
Sales and marketing (37,091)  (39,073) -5%  (43492) (43782) -1%  (46,392) (47,112) -2%
General and administrative (104,667) (104,317) 0% (109577) (1086,235) 3% (115,783) (114,977) 1%
Total operating expenses (109,478) (120,110) -9% (130,018) (129,300) 1% (135,741) (138,216) -2%
Operating profit, GAAP 133,802 119,729 12% 161,156 161,901 0%  201,9%9 200,248 1%
Share-based compensation 27 421 25,967 6% 27 676 25,400 9% 28,434 27,356 4%
Gain on deemed disposal (31,660) (21,958) 44% (13,846) (11,861) 17% (13,999) (11,870) 18%
Amortization of intangibles 5,153 5,552 -T% 5,050 5441 -T% 4,049 5332 -7%
Impairment provision 13,834 13,003 6% 5,000 5,000 0% 5,000 5,000 0%
Operating profit, adj. 151,440 143,647 5% 185036 185881 0% 226,392 226,066 0%
Finance costs, net (7,154) (7,672) 7% (7,840) (7,840) 0% (7,840) (7,840) 0%
Share of profit of associates (17,136) (12,988) -32% (7,807) (6,595) -18% (4,473) (2,135) -110%
Pretax profit 109,512 99,070 11% 145510 147,466 4% 189,656 190,274 0%
Taxation (18,997) (16,809) 13% (22,997) (23,109) 0% (29,119) (28,861) 1%
Non-contralling interests (1,987)  (1,868) % (2,186)  (2.055) 6%  (2,404) (2,260) 6%
Net profit 88,528 80,393 10% 120,326 122302 -2% 158,132 159,152 -1%
Net profit, adj. 114,727 110,594 4% 159,716 160,179 0% 198,166 198,976 0%
Diluted EPS, adj. (Rmb) 11.84 11.40 4% 16.33 16.34 0% 20.06 20.10 13

Old Old New
2022E  diff (pp) 2023E  diff (pp) 2024 diff (pp)
VAS gross margin 50.4% 49,5% 09 51.1% 50.1% 1.0 51.4% 50.4% 11
Online advertising gross margin 40.9% 40.6% 0.3 47.3% 49.7% (2.4) 48.6% 50.8% (2.1)
Fintech & Business services 32.5% 31.2% 1.3 34.3% 32.9% 1.4 36.3% 35.3% 1.0
Others 9.0% 9.0% 0.0 9.0% 9.0% 0.0 9.0% 9.0% (0.0)
G ross margin 42.6% A1.7% 0.9 44.2% 43.6% 0.6 45.1% 44.5% 0.6
Operating margin, GAAP 23.4% 20.8% 26 24 5% 24. 2% 0.2 27.0% 26.4% 0.6
Operating margin, non-GAAP 26.5% 25.0% 15 28.1% 27.8% 0.3 30.3% 29.8% 0.5
Net margin, GAAP 15.5% 14.0% 15 18.3% 18.3% (0.0) 21.1% 20.9% 02
Net margin, non-G AAP 20.1% 19.2% 0.9 24.2% 24.0% 0.3 26.5% 26.2% 0.3

New New New New
Revenue breakd own 2022E 2022E diff (pp) plirks 2023E diff (pp) 2024E 2024E diff (pp)

Online advertising 81,965 80,590 1.7% 96,105 94,543 1.7% 110,935 109,187 1.6%
Media 11,048 10,531 4.9% 11,380 10,847 4.9% 11,380 10,847 49%
Social and others 70917 70,059 1.2% 84725 83,695 1.2% 99,555 98,340 1.2%

Online games 209,586 211,867 1% 235,367 238,01 A11% 265,748 267,884 0.8%
Desktop gaming 46,223 45733 1.1% 47,269 46,272 22% 48,339 46,818 32%
Gross mobile gaming 163,363 166,134 -1.7% 188,097 191,819 -1.9% 217,409 221,067 -1.7%

FinTech & Business Services 186,571 186,809 01% 228,736 233,151 -1.9% 267,697 274187 -2.4%

Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 12: Tencent financial summary
Income Statement
(RMB rmn) 2020 2021 2022E 2023E 2024E 1021 2021 3021 4021 1022 2022 302 4022
Value added senices 264 212 29,572 234410 326,054 81,172 72443 72013 75203 TIM3I T2T8 T1683 TEM4  TIET6
Online advertising 2.2m %8665 81965 95105 11093 21,820 22,83 22495 21518 17,988 18638 21,410 23929
Others ind. FirTech & Business Se 135581 179,880 1%42% 236805 276,149 41040 43413 44670 SO7ST 44745 43713 49011 56787
Total revenues 482,064 560,118 570,62 658,964 748,25 135303 138,259 142,368 144,188 135471 134,034 146,535 154,502
Cost of revenues (260,532) (314,174) (3Z7,352) (367,790) (410,546) (72,668) (75,514) (r9,621) (B6,371) (78,397) (76,167) (83,170) (89,618)
Grossprofit 221,532 245944 243,280 291,174 337,709 62,635 62,745 62,747 57,817 57,0014 57,867 63,365 64,974
Interest income 6,957 6,650 7,543 9,204 12,475 1614 1,630 1,703 1,703 1,737 1,945 1,889 1,973
Other gains, net STAM 149,467 24737 13,846 13,958 19,521 20783 22984 86199 13,123 4420 3592 3592
Sales and marketing (33,758) (40,594) (37,081) (43.4%2) (46,3%2) 85300 (10,013) (10435) (11616 (8058 (7.932) @T1S) (11,386)
General and administrative ©7,625) (89,847) (104,867) (109,577} (115,783) (18,967) (22,638 (23,862) (24,380) (26,669) (26,233) (@5324) (26,441)
Total operating expenses (37,295) 2567 (109.478) (130,018) (135741) 63%2) (10,58 ([@©610) 51906 (19,857) (27,800) (9.557) (32,263)
Operating proft, GAAP 184237 271620 13812 161,15 201,968 56,273 52487 53137 108,723 37,17 30,067 33807 32711
Operating profit, Non-GAAP 149,404 159,539 151,449 185036 22639 42,758 42,802 40,828 33,151 36,538 36,667 39,875 38,368
Taxation (19.897) (20252) (18997) (2,997) (29.119) (7,246) (3,686) (5452) (3888 (5269 (4568 (4722) (443
Net proft, GAAP 150,847 22482 88528 12036 15812 47,767 42587 29510 94958 23413 18618 23199 23297
Net profit, Non-GAAP 122,742 1B,788 1477 189,716 19,165 33118 34,039 31,751 24880 25545 28,139 31,046 29,997
Diluted EPS, Non-GAAP (Rmb) 12.74 1278 11.84 16.33 20.06 3.42 3.50 327 255 262 290 ki) 3.09
Ma rgins 2020 2021 2022E 2023E 2024E 1021 2021 3021 4021 1022 2022  302XE 4022
Gross margin £.0% 43.9% 42 6% 44.2% 45.1% 463%  454%  441%  40.1%  421%  43.2%  432%  420%
Operating margin, non-GAAP 31.0% 28.5% 26.5% 28.1% 30.3% 316% 310% 287% 230% 27.0% 27.4% 2T %  248%
Net margin, non-GAAP 25.5% 22.1% 20.1% 24.2% 26.5% 245% 246% 223% 17.3%  189%% 21.0%  21.2% 19 4%
1021 2021 3021 4021 1022 2022 J02X 402
Online advertising 82,271 88,666 81965 9,106 110,93 21,820 22,833 22,495 21,518 17,988 18,634 21410 23,929
Meda 14,277 13,313 11,048 11,380 11,380 3339 3300 343 3200 2300 2500 2%2 3,286
Social and others 67,994 75,353 70,917 84725 99,555 18,481 19,533 19,022 18318 15638 16,134 18458 20,633
Gaming 191,455 210,010 209586 235367 265748 53,400 51,800 54,0 50,600 52,400 51,600 54275 51,311
Mobile Gaming 146 617 164,810 163,363 188,097 217 409 41500 40,800 42510 40,000 40,300 40000 42458 40605
Desktop Gaming 44538 45,200 6273 47,269 4839 11,00 11,000 11700 10,600 12,100 11600 11817 10,706
Fintech 104,599 136,641 151,728 183,440 210851 31,493 33,929 34519 36700 35459 34723 38995 42,552
Cloud 23,487 35,554 34,843 45.2% 55,846 7535 783 B788 11258 7,309 7485 BE2 11,46
YoY 2020 2021 2022F 2023E 2024F 1Q21  2Q21  3Q21  4Q21  1Q22  2Q22 IQZE  4QE
Total revenues 2% 16% 2% 15% 14% 252 20.3% 13.5% 7.9 o -2 % 2.9 7.2
Online advertising 20% 8% % 1% 15% 23% 231% B -TZT%  -17.6%  18.4%  4.8% 115
Media 5% % -17% 3% 0% 7.0% 0.3% 3.5 -280% -HN1% -42%  -150% 3.0%
Secial and others 2% 1% £% 19% 18% 266% 2B.0% 72 102 -151% -17.4% 30% 126%
Gaming 5% 10% 0.2% 12% 13% 4™ 10.48% 6™ 7.9 1.9 Q8% 0.7% 1.4%
Mobile Gaming 56% 12% 1% 15% 16% 19.4%  13.4% 8.5 90% 29% 20% 01%  15%
Deskiop Gaming 6% 1% 2% 2% 2% 0.9% 0.8% 0.6% 3%% 1.7% 55% 1.0% 1.0%
Fintech 24% 31% 1% 21% 15% 4317%  ITEN 25.0%  20.8%  12.6% 2% 130% 159
Cloud 38% 51% 2% 30% 26% 6P 5200 56.0°% 40.0% -30% 4 P =2.0P 1.5%
Gross profit 32% 1% 1% 20% 16% 186% 17.9%  10.8%  -18% A% T8% 1.0%  12.8%
Operating profit, Non-GAAP 30% e 5% 22% 22% 20 2% 13™ 1% 130 -14.5% -14.3% 2.3% 15.™
Net profit, Non-GAAP 30% % % 39% 24% 223 129  AT%  251% 229 ¥ 2% 20.6%
Diluted EFS, Non-GAAFP (Rmb) 31% 0% % 38% 23% 21.2 11.9% A% 254% 237 T4 -1.9% 21.5%
Source: Company data, Goldman Sachs Global Investment Research
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Exhibit 13: Our SOTP-based 12-m TP for Tencent is now at HK$502 per share

FARTS Valuation Valuation  ToTensent  ToTencent
sumad USSrm Bk mn LSS mn) (b mn)

Rmbdsh HES'=h % Val COMMENT

Entertainment 4% 307801 2,001,465 207,545 1,897,757 198 232 4%
Gaming 24.8% 255,400 1,910,434 Zraasr 1810,957 187 22 4% @ 1TxPE Z3E
Tencent Vidso 100% oo® HIE oo® SRETE <0 54 TR @ DGF (14%VIACE, Fhg)
Tencent Mus i % o000 3,000 3336 Z0B 23 2T %  GStere walstion TME US
Chira Lierature 57% 4667 0804 2854 17517 18 21 %  Makstesp TT2HK
Huya 450% 975 6,435 Bt 3083 03 04 0%  Makstesp HUYA US
Adwerfigng [ox o) 100% 98 081 &7 334 98 081 47,33 BER 790 8% @ Tk FE, BE
FinTach [FiT} {x-WeBank} 1005 108,208 T 364 109208 724,364 TAE 280  18%  SOTP
Cloud 100% 34315 226 ATB 34315 226,478 234 276 6% @ Sxrev, 2E
Others 1D0% 1872 12,352 1672 12352 1.3 15 0% @ 0Sxrew, 2E
CORE 21,366 3,639,013 531,110 3,508,323 361.9 @IT B
ENTERTAINMENT [a+h}
3. Games EFIC Games 4z 0% 312,529 18585 731,260 130 160 T Ok ZErevErLe
Saa Ltd 1699 £04 355 0574 125,750 140 166 =%  GSterpe walition SEUS
Activs ion Elizzarmd 5.0% 407 pe2 3077 20,309 21 25 0%  Maketcap ATVIUS
M=tharkle 17.5% 5,450 42 2219 e 08 0% CStarge wkition 251770 KB
Uiz cft £.0% /022 268 1782 0z 02 0%  GSterpe walition UBSFY
rangsot .88 5,031 33T 22T 0z 03 0% lameteap 3888 HIC
Chestah 16.698 833 18 108 0o 00 0% Meketcap CMCMUS
Cartury Hugiong 10,09 3,367 515 3,307 [ 0.4 0% Mokcteap 02802 CH
Archosaur Games 16:59 3471 14 577 o1 0.1 0% Makstcap 3560 HK
iDremrmiSiy 18698 8,021 17 1,113 o1 0.1 % Meketcap 1113 HK
Sacs un 288 9,507 142 aa1" a1 0.1 % Lt rarsacion vdus
Cupaim Ce. Lid. 408 E,005 -3 3z 0o 00 0% Iametcap 300315 CH
Faitus 15.29 843 15 = 0o 00 0% Meketcap 1022 HIC
Kraton 1428 51.857 1118 7364 [iE:} [iE:] 0% 55 target vahistion 255060 K5
Invesiments N Z121 3585 028 20 3.1 1%
Total Gaming 10.4% 1,738,347 54,082 137,148 348 44 [
b. Non-game  Snspchal 15,436 137 577 3204 2,10 22 28 % CStergel walistion SHAF US
Entartainemn: Sactify 9.5 171356 2297 148 15 18 0%  GStarpe wabistion SPOTLS
Klusizhou 1709 Inasm 2020 52955 55 65 1% ezt cap 1024 HE
Bilisik 11208 0,161 137 204 .12} 14 0% GStarge walistion BLILS
Fhihus 1200 11,704 220 1,500 a2 02 %  GSterpe wbistion THUS
Henglen Networks 18.7% 21573 o 4,309 04 0.5 0%  Iakeicap 130HK
Saul anom 400 an 2441 03 0.3 0% Lsst rarsschion vus
Dowu a6 2661 148 982 01 01 % aret cap DOYU US
TG Hokdings S0.0% 4,000 2808 17,200 18 21 0% Lest rarsachion weus
Husyi Brothers 7o 78T 5 am a1 0 % Moot cap 00T CH
Quinutiso LEW 13 z 1z 0o 90 % IMakstcap DT US
Total Other Entertainment 16.5% 824 785 19,426 120,206 132 166 %
TOTAL (a+h} 182% 2.563,102 0508 465,352 480 568 1%
Ecommerce, D20 NMatian 1708 127,784 1,232,371 1,977 1,047 e 258 B (GStarga vabistion 2650, HK
JD.com 4 142938 943358 335 2217 23 27 1% GStarget valustion JoUs
Finducdug 15.5% 126,604 886 789 19321 131,477 128 160 M OStarge vakstion FOD US
WE Holings 10.8% 22,081 185,200 2028 20,057 21 24 0%  GSterpe wabistion BEVE US
vl Global e r 7,550 am 300 [k 04 0% lameteap DDIUS
Targeharg Elang 21.6% 7,256 1219 B0eq o8| 10 0% GSterge wlstion 7H0 HIC
Vipshop 9.4% 51884 736 438 05 08 0%  GStsre walstion VPSUS
Nedtanks T 11,150 09 3090 03 04 0% Lt wersaclonvEue
Yonghui .00 28,260 om0 191 0z 02 0%  Makcteap 801953 CH
Heilan Home: 5.5 2,538 172 1134 a1 0.1 %  Makstcap 600358 CH
“fidu Tech 28% 2,033 125 835 o1 0.t % OStarget vakistion 2158 HK
Better Life Commerdial &0 5428 '] 18 (13} 00 % Makstesp o0z cH
Laju 15.0% 197 5 = 0o 00 0% lameteap LEIL
TOTAL 1HE% 3,779,610 652329 4a7,830 452 s34 1%
Auto Mo 10286 340 538 D41z A6 av 44 1% CSterge walistion NID LS
Tesla 0.1% 7783, 488 1175 - oe 08 0%  GStorpe walition TSLA US
Mairfo 4608 3,696 22 1,452 a1 02 (%  Makstcap 002505 CH
TOTAL 0.6% 8,129,002 a7 41,977 48 55 £
Financials Wesank 30 0% & 269 T 23,081 28 30 1% GStarge vaustion
faeled 455 =978 ait 402 04 0.5 D%  GSterpe wabition 3808 HI
ZhongAn Onine 27% 0B 126 =] a1 0l [r:] Madst cap 8080 HK
Futu Holdings 15,89 £,813 1,400 3258 10 1.1 O OStarget vakistion FUTLUS
Lirklegs 147 4,381 540 3,568 04 0.4 D%  GSterpe wabition 305 HI
W eterdrop 2. 48 4737 146 968 01 01 % G5 target valustion WDHUS
“Yixin Group 55,59 5,928 EL: ] 3,288 [} 04 0% Mekeloap 2858 HK
Nubark 123% 334 550 808 4015 04 05 0% G5 terget wahistion NI LS
TOTAL B2% 619353 " 7,668 50,510 12 62 £
Internet & Kanzhun 1.2% 25,662 1081 iz oy 09 % GSterget valustion BZUS
Software Fioolean 1098 10211 k] o 00 00 0% Iakeicap 1797 HK
Wi 9.5 1,840 10,256 128 3] a1 0 % Mot cap 12 HK
Youzan 0% 580 3857 3B 230 oo 0.0 % IWaiet cap 5083 HE
Kingeat Ofice: 469 2687 X g 566 a8 04 06 0%  Maketoap 888111 CH
Sunline Tech &7 1,009 BBST BT a4 o 0 M Madst cap W0ME CH
Gnangshan Beiming 2T 1,408 9,300 ] 245 00 00 0% IMakeicap Q00156 G
DHE Saftwars E.0% 2873 18,364 146 956 o1 0.4 0% Maketcap 06 CH
Wesver Network 4.9 1428 9,422 b 481 oa 01 % Makst cap 8023038 CH
Bozs Sobvere g4 1,309 8,808 110 73 ol 0.1 O Marketcap 0SS CH
TIVA 10.480 1,481 9,778 154 1,015 a1 0.1 % Madkstesp VA LS
TOTAL 1% 35,908 263 358 zas 18,124 17 X
Others Sunac Senices 1% 15589 10.250 5 Exced 00 00 0%  GStsre walstion 1516 HIK
Cnins Saun Gy 11.8% ] 5,570 08 o= a1 LR % Mametecap 1008 HIC
Exoallenoa Commarcial Property & Frcilites Mgrt. 27 g1 3,240 18 108 0o 00 0% Mokcteap 2889 HK
China Urited Network Communicstions 5.2% 19684 12912 1022 72 07 03 0%  GStsre walstion 800050 CH
Irvemiments i 2021 3865 25844 ze 3.1 1%
TOTAL 50,531 2@ 330 & 551 n32m 45 53 %
Inwectmant, total 15, TAT L46 160216 1,058,085 109 129 7%
Net CASH 147 117 ™ 0 0.4 0% 2027 net cemh
NAV {re boklos da count) 691,543 691,543 4,564,163 4 557
Less noldoo dis count | T (08,194 (08104 (400,418) o] o NE
AV 622,560 622 360 4,107,764 azd o0z

Source: Company data, Bloomberg, Goldman Sachs Global Investment Research
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Disclosure Appendix

Reg AC

We, Ronald Keung, CFA, Lincoln Kong, CFA, Timothy Zhao, Steve Qiu and Lynn Li, hereby certify that all of the views expressed in this report accurately
reflect our personal views about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is
or will be, directly or indirectly, related to the specific recommendations or views expressed in this report.

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division.

GS Factor Profile

The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may
vary depending on the fiscal year, industry and region, but the standard approach is as follows:

Growth is based on a stock's forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B,
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns
percentile and (100% - Multiple percentile).

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal yearend at least three quarters in the future. Growth uses inputs
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a pershare basis for all metrics).

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.

M&A Rank

Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not
factor into our price target, and may or may not be discussed in research.

Quantum
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

Disclosures

The rating(s) for Tencent Holdings is/are relative to the other companies in its/their coverage universe: ATRenew Inc., Alibaba Group (ADR),
Alibaba Group (H), Dada Nexus Ltd., Full Truck Alliance Co., JD Logistics, JD.com Inc. (ADR), JD.com Inc. (H), Kerry Logistics Network Ltd., Kingsoft
Cloud, Meituan, Pinduoduo Inc., S.F Holding, STO Express, Sinotrans Ltd. (A), Sinotrans Ltd. (H), Smart Share Global Ltd., Tencent Holdings, Tencent
Music Entertainment Group, Tongcheng Travel Holdings, Trip.com Group (ADR), Trip.com Group (H), Vipshop Holdings, YTO Express Group, Yunda
Holding, ZTO Express (Cayman) Inc. (ADR), ZTO Express (Cayman) Inc. (H)

Company-specific regulatory disclosures
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs”) and companies covered
by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs has received compensation for investment banking services in the past 12 months: Tencent Holdings (HK$312.60)

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Tencent Holdings
(HK$312.60)

Goldman Sachs has received compensation for non-investment banking services during the past 12 months: Tencent Holdings (HK$312.60)
Goldman Sachs had an investment banking services client relationship during the past 12 months with: Tencent Holdings (HK$312.60)

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Tencent Holdings
(HK$312.60)

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Tencent Holdings (HK$312.60)
Goldman Sachs makes a market in the securities or derivatives thereof: Tencent Holdings (HK$312.60)

Distribution of ratings/investment banking relationships
Goldman Sachs Investment Research global Equity coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 50% 35% 15% 65% 58% 45%

As of July 1, 2022, Goldman Sachs Global Investment Research had investment ratings on 3,132 equity securities. Goldman Sachs assigns stocks as
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
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the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage universe and related definitions' below. The Investment
Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has provided
investment banking services within the previous twelve months.
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a
principal in debt securities (or in related derivatives) of issuers discussed in this report.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from
serving as an officer, director or advisor of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts may not be
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on
communications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website at https://www.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should,
before acting on any such advice, consider the appropriateness of the advice having regard to the client’s own objectives, financial situation and needs.
A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs’ Australian Sell-Side Research
Independence Policy Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html. Brazil: Disclosure
information in relation to CVM Resolution n. 20 is available at https://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the
Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Resolution n. 20, is the first author
named at the beginning of this report, unless indicated otherwise at the end of the text. Canada: This information is being provided to you for
information purposes only and is not, and under no circumstances should be construed as, an advertisement, offering or solicitation by Goldman Sachs
& Co. LLC for purchasers of securities in Canada to trade in any Canadian security. Goldman Sachs & Co. LLC is not registered as a dealer in any
jurisdiction in Canada under applicable Canadian securities laws and generally is not permitted to trade in Canadian securities and may be prohibited
from selling certain securities and products in certain jurisdictions in Canada. If you wish to trade in any Canadian securities or other products in
Canada please contact Goldman Sachs Canada Inc., an affiliate of The Goldman Sachs Group Inc., or another registered Canadian dealer. Hong Kong:
Further information on the securities of covered companies referred to in this research may be obtained on request from Goldman Sachs (Asia) L.L.C.
India: Further information on the subject company or companies referred to in this research may be obtained from Goldman Sachs (India) Securities
Private Limited, Research Analyst - SEBI Registration Number INHO00001493, 951-A, Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 6616 9000, Fax +91 22 6616 9001. Goldman Sachs may
beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian Securities Contracts (Regulation) Act, 1956) of the
subject company or companies referred to in this research report. Japan: See below. Korea: This research, and any access to it, is intended only for
“professional investors” within the meaning of the Financial Services and Capital Markets Act, unless otherwise agreed by Goldman Sachs. Further
information on the subject company or companies referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. New
Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks"” nor “deposit takers” (as defined in the Reserve Bank of
New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for “wholesale clients” (as defined in the Financial Advisers Act
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2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests is available at:
https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html. Russia: Research reports distributed in the Russian Federation are not
advertising as defined in the Russian legislation, but are information and analysis not having product promotion as their main purpose and do not
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Interest in Connection with Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms Association.
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Sell on an Investment List is determined by a stock’s total return potential relative to its coverage universe. Any stock not assigned as a Buy or a Sell on
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or policy constraints due to Goldman Sachs’ involvement in a transaction, and in certain other circumstances. Rating Suspended (RS). Goldman
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determining an investment rating or target price. The previous investment rating and target price, if any, are no longer in effect for this stock and should
not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC). Goldman Sachs does
not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable. Not Meaningful
(NM). The information is not meaningful and is therefore excluded.
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The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis.
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Effective from the date of the United Kingdom’s departure from the European Union and the European Economic Area (“Brexit Day”) the following
information with respect to distributing entities will apply:

Goldman Sachs International (“GSI"”), authorised by the Prudential Regulation Authority (“PRA") and regulated by the Financial Conduct Authority
("FCA") and the PRA, has approved this research in connection with its distribution in the United Kingdom.

European Economic Area: GSI, authorised by the PRA and regulated by the FCA and the PRA, disseminates research in the following jurisdictions
within the European Economic Area: the Grand Duchy of Luxembourg, Italy, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of
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be authorised by the French Autorité de controle prudentiel et de resolution ("ACPR") and regulated by the Autorité de contréle prudentiel et de
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Deutsche Bundesbank and disseminates research in the Federal Republic of Germany and those jurisdictions within the European Economic Area
where GSl is not authorised to disseminate research and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish
Financial Authority disseminates research in the Kingdom of Denmark; GSBE - Sucursal en Espafna (Madrid branch) subject (to a limited extent) to local
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Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/characterrisks.jsp and
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018.
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