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1Q17 Results In Line, Yidian News DAU Reached 48 mn,

“Accumulate”
20174E1E WS ST T, — A% iR HEA$14,80077, “Y4E”

o
o
& ®  Phoenix New Media’s (PNM) 1Q17 results were in line with market Rating: Accumulate
é‘ consensus. PNM's total revenue reached RMB294.5 mn, down 8.8% yoy,
g in line with expectations. PNM’s net ad revenue was RMB241.1 mn, down Y e
g 11.2% yoy, in line. Paid service revenue reached RMB53.4 mn, up 3.6% yoy.
O Non-GAAP net loss was RMB23.2 mn. )
_ o , o 6-18m TP Hiifh: US$5.50
L] Key points: 1) Expect Yidian News to be monetized further. Yidian News
DAU reached 48 mn in 4M17. We expect Yidian News' revenue to reach
around RMB500 mn-RMB700 mn in 2017, up over 100% yoy. 2) Mobile ad Share price Jiffr: US$3.210
revenue growth in 2017 was expected to reach 50%. In 1Q17, PNM'’s
mobile ad revenue reached RMB121 mn, up 2% yoy, representing 50.3% of Stock performance
total ad revenue. 3) PNM decided to increase market spending in app et 30
stores to improve iFeng app downloads. Currently, DAU of iFeng -
remained at 30 mn. However, this strategy will sacrifice profit margins, * change
- resulting in risk in the medium term. *
ik g_ [ Maintain Target Price at USD5.50 and maintain “Accumulate”. The °
% & monetization of Yidian News might be a catalyst for PNM. Our FY17-FY19 *
o < net loss per ADR estimates are RMB1.284, RMB0.552 and RMBO0.092, 0
b respectively. Our Target Price of USD5.50 represents 1.4x FY17E PBR. 0
R § L] REFHAE 2017 £ 1 2EWHFEHHTOW. BEKNHART 294.5 HJit, ML feny
# ﬂ; [% 8.8%, & HiM. JTERANAANRT 2411 H /76, R TR 11.2%, FaHM. e,
s £ WS A N 53.4 H7378, FIL LTE3.6%. 4k GAAP 5 kS AR 23.2 TR ANE o Se e ean e
LIOJ- Hi Tt NASDAQ COMP ndex Pheonix New Media

(] B DS —ABER#E—PHRTL. 2017 4 4 J SR EERE N 48 T . K
IR — B PORAE IS /E 2007 SESI AR T 5-7 (K U, FELHIfT. 2) 2017 58

T HEBABETHAEER] 50%, 2017 F 1 FEA BT HSWRANEFIART 121 7 Change in Share Price 1M 3M 1y
N N I IN AN £
Jigt, WL 2%, & IO 50.3%. 3) AT B BoAE R TR R R 2 ki i) vy s L
FRE App BITERE. Hii R App IR/ 5 87 3,000 77, R IRk x4k 24 7 ﬁé’;gﬁ’m " (12.1) (15.5) (16.6)
BIREE S, FOE — R B XU o Rel. % to NASDAQ index
AR AIRALS) % (14.3) 7.:6) (83.9)
q o BIFEIFMN 5.50 £75, BRI UL o RATIN— 2GRN 5 LT A Aug. ADS price(USS) 4 6 6
= ) - O T - Pk b CEor . . .
ﬁ 8 x aﬂfiﬁﬂ%ﬂjffﬂ o $fi1 2017-2019 M 41 fEA ADR 5 1 T A A B Fﬁ 1.284 5. AR l:ﬁ Source: Bloolenberg,}Guolai Junan International.
é 0552 TEAAR T 0.092 7. FARH 5.50 78, AT 1.4 {51 2017 4EF v .
= —
N4 £
Year End Turnover Net Profit Earnings /ADS Earnings /ADS PER BV/ADS PBR DP/ADS Yield ROE
g ['ON Je ZR 1 R 4} ADS {57 & ADS 1 FI25 %) mi#EE & ADS mdE BRKEE  RER AT
12/31 (RMB m) (RMB m) (RMB) (A%) (x) (RMB) (x)  (RMB) (%) (%)
) 2015A 1,609 73 1.024 (71.7) 30.3 3.143 1.6 0.000 0.0 42
3 2016A 1,445 81 1.122 9.6 30.7 3.767 13 0.000 0.0 4.1
> 2017F 1,559 (92) (1.284) (214.4) (27.3) 3.606 1.4 0.000 0.0 (4.4)
R i 2018F 1,666 (40) (0.552) (57.0) (64.3) 3.537 1.4 0.000 0.0 (1.9)
B < 2019F 1,758 @ (0.092) (83.4)  (391.8) 3.526 1.4 0.000 0.0 (0.3)
i)
# % ADR inissue (m) A% (m) 71.8 Major shareholder AJi% %< Phoenix TV 53.0%
w o= Market cap. (US$ m) 1Hife (US$ m) 256.9 Free float (%) H HJ@ELLZ%E (%) 17.5
) 3 month average vol. 3 > H P a2 14 (‘000) 91.6 FY17 Net gearing (%) FY10 i i/l R % 4 (%) Net cash
1% z 52 Weeks high/low (HK$) 52 J& &/ 4.300/3.110
x
g Source: the Company, Guotai Junan International.
o
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Phoenix New Media’s (PNM) 1Q17 results were in line market consensus. PNM’s total revenue reached RMB294.5 mn,
down 8.8% yoy, in line with expectations. PNM’s net ad revenue was RMB241.1 mn, down 11.2% yoy, in line. Paid service
revenue reached RMB53.4 mn, up 3.6% yoy. Non-GAAP net income was RMB23.2 mn. For 2Q17, PNM expects its total
revenues to be between RMB362 mn and RMB382 mn, up 3.4% and 9.1% yoy, above expectations. Net advertising revenue
is expected to be between RMB311 mn and RMB326 mn, up 4.6% yoy and 9.7% yoy, also above expectations. Paid services
revenue is expected to be between RMB51mn and RMB56 mn, better than expectations due to online reading services.
However, PNM will increase its marketing spending and profit margin will decline.

Mobile ad revenue growth may accelerate due to an increase in marketing spending and stronger visibility of Yidian
News. PNM has decided to increase market spending in app stores to improve its iFeng app downloads. Currently, DAU of
iFeng stayed at 30 mn. However, this strategy will sacrifice profit margins, resulting in risks in the medium term. According to
the management, PNM's mobile ad revenue growth in 2017 is expected to reach 50%. In 1Q17, PNM’s mobile ad revenue
reached RMB121 mn, up 2% yoy, 50.3% of total ad revenue. Yidian News DAU reached 48 mn in 4M17. Both Oppo and
Xiaomi have combined the Yidian News flow into the front page of their browsers. Yidian News made revenue of around
RMB5 mn-RMB7 mn in 2017, up over 100% yoy. According to iResearch, news flow ads will gain more market share within
online ad markets, from 2.2% in 2013 to 22.6% in 2019, which will mainly include news flow ads from general news
aggregator sites and social media platforms. We think Yidian News has great growth potential and its ad revenue will exceed
that from the iFeng app in 1-2 years. However, we still believe that Yidian News needs more strategic investors from
smartphone markers, such as Vivo and Huawei. The strategic smartphone investors will provide more traffic through their
browsers and lower costs in their app stores and pre-installed markets. In the long run, we think that Yidian News can
maintain its 4™ ranking within the news aggregators market after Toutiao.com, Tencent's Daily Express (&K #4f), and
Alibaba Group's UC headline news.

Table-1: China Ad Market Expectation

China ad market (bn RMB) 2012 2013 2014 2015 2016 2017E 2018E 2019E
v 104.6 111.9 117.3 108.5 105.0 103.1 103.4 102.3
Radio 136 14.0 14.3 14.5 14.8 15.1 15.3 155
Internet 77.3 110.5 154.6 2185 290.3 388.4 502.2 632.0
News paper 55.6 51.2 50.3 23.3 13.7 9.6 74 5.0
Magazine 8.3 7.8 7.7 4.1 2.9 2.3 19 1.7
Outdoor 68.7 784 100.0 110.6 174 123.3 127.0 130.8
Total 3282 373.8 4442 479.4 544.1 641.7 757.2 887.2
Growth yoy%
v 12.0% 7.0% 4.8% -7.5% -3.2% -1.8% 0.3% -1.1%
Radio 10.5% 2.7% 2.2% 1.7% 1.5% 2.1% 1.6% 0.9%
Internet 50.7% 42.9% 39.9% 41.3% 32.9% 33.8% 29.3% 25.8%
News paper 18.3% -7.8% -1.7% -53.8% -41.0% -30.1% -22.7% -32.3%
Magazine 59.9% -6.2% -1.2% -47.3% -28.5% -22.3% -17.3% -9.6%
Outdoor 14.7% 14.1% 27.6% 10.6% 6.1% 5.0% 3.0% 3.0%
Total 21.9% 13.9% 18.8% 7.9% 13.5% 17.9% 18.0% 17.2%
Internet Ad market 77.3 110.5 154.6 2185 290.3 388.4 502.2 632.0
growth yoy % 50.7% 42.9% 39.9% 41.3% 32.9% 33.8% 29.3% 25.8%
Mobile ad 5.3 134 375 99.8 175.0 264.9 369.8 484.3
PC ad 720 971 1171 118.7 115.3 123.5 132.4 147.7
Mobile ad as % of total internet ad market 6.9% 12.1% 24.3% 45.7% 60.3% 68.2% 73.6% 76.6%
PC ad as % of total internet ad market 93.1% 87.9% 75.7% 54.3% 39.7% 31.8% 26.4% 23.4%

Internet Ad market by type

Search 33.0% 31.2% 33.4% 31.2% 26.4% 24.1% 22.6% 21.3%
E-commerce 23.3% 27.0% 25.9% 26.9% 30.0% 31.7% 31.8% 30.9%
Brand graph 26.2% 21.0% 17.7% 14.7% 13.4% 12.1% 11.2% 10.3%
Rich media 4.0% 4.2% 3.2% 3.6% 3.6% 3.4% 3.2% 3.1%
In-video 6.2% 71% 8.0% 8.3% 8.3% 8.2% 7.7% 7.2%
News flow (Social media, aggregate news) 0.0% 2.2% 3.6% 7.9% 11.2% 14.3% 18.2% 22.5%
Others 7.3% 7.3% 8.2% 7.4% 71% 6.2% 5.3% 4.7%

Source: iResearch, Guotai Junan International.
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Figure- 1: PNM PC Ad Revenue Figure- 2: PNM Mobile Ad Revenue
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Source: the Company, Guotai Junan International.

Maintain Target Price at USD5.50 and maintain “Accumulate”. The monetization of Yidian News might be a catalyst for
PNM. Our FY17-FY19 net loss per ADR estimates are RMB1.284, RMB0.552 and RMBO0.092, respectively. Our Target Price

of USD5.50 represents 1.4x FY17E PBR.

Source: the Company, Guotai Junan International.
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Table- 2: Quarterly Results Estimates of PNM

1Q16 2Q16 3Q16 4Q16 1Q17 2Q17E 3Q17E 4Q17E

Total revenue 322.9 350.0 360.0 411.9 294.5 375.1 409.8 479.3

Net advertising revenues 27114 297.2 3104 353.2 2411 319.6 357.8 417.6

Paid service revenues 51.6 52.8 496 58.7 53.4 55.4 52.1 61.7

MVAS 29.1 309 26.4 21.3 29.8 232 24.7 211

Game 225 219 19.7 255 23.0 22.3 20.1 26.0 -
S

Growth 2

Total revenue -12% -4% -15% 6% -32% 16% 17% 33% =

Net advertising revenues 1% -5% 3% 2% -11% 8% 15% 18% =

Paid service revenues -47% -52% -45% -31% 4% 5% 5% 5%

MVAS -61% -65% -63% -64% 3% -25% 6% 1%

game 2% -4% 2% 2% 2% 2% 2% 2%

Cost of revenues 158.2 180.5 182.9 205.2 162.5 198.8 2131 2444

Revenue sharing fees paid to telecom operators and channel partners 18.9 19.3 16.6 17.3 17.3 21.2 22.7 26.1

Content and operation costs 95.4 117.2 119.5 138.6 106.3 130.1 139.4 159.9

Business tax and surcharges 17.3 15.3 16.4 15.2 145 17.8 19.1 219

Bandwidth costs 26.5 28.8 304 341 243 29.8 31.9 36.6

Cost of revenues -16.8% -18.8% -12.8% -0.9% 2.7% 10.1% 16.5% 19.1%

Revenue sharing fees paid to telecom operators and channel partners -63.4% -11.4% -67.9% -62.8% -8.1% 9.9% 37.2% 50.3%

Content and operation costs 5.1% 15.4% 10.9% 30.1% 11.4% 11.0% 16.7% 15.4%

Business tax and surcharges -19.5% -28.1% -20.7% -22.9% -16.2% 16.2% 16.2% 44.2%

Bandwidth costs 0.5% -10.7% 2.2% 14.5% -8.2% 3.5% 4.9% 7.4%

1Q16 2Q16 3Q16 4Q16 1Q17 2Q17E 3Q17E 4Q17E

Total revenues 322.9 350.0 360.0 411.9 2945 375.1 409.8 479.3

Cost of revenues (158.2) (180.5) (182.9) (205.2) (162.5) (198.8) (213.1) (244.4)

Gross profit 164.8 169.5 1771 206.7 132.0 176.3 196.7 234.8 .

Sales and marketing expenses (75.6) (87.0) (74.2) (102.4) (95.5) (97.5) (106.6) (129.4) %

General and administrative expenses (45.1) (57.6) (37.9) (41.2) (32.0) (45.0) (53.3) (62.3) %

Technology and product development expenses (40.4) (42.1) (37.8) (41.7) (44.6) (56.8) (62.1) (72.6) \ELJ_/

Operating income 38 (17.2) 27.2 215 (40.1) (23.1) (25.2) (29.5) o

Interest income 74 74 6.4 7.0 6.3 5.0 5.0 9.7

Currency translation gain (Loss) (1.9) 24 0.6 8.5 (2.3) 0.0 0.0 0.0 ::é

Other, net 52 27 0.2) 11.6 0.8 0.0 0.0 0.0 <

Earnings before taxes 14.5 (4.7) 34.0 48.5 (35.3) (18.1) (20.2) (19.8) §

Provision for income tax (3.4) 14 (2.9) 9.3) 2.3 0.0 0.0 0.0 =

Minority %

Net income (Loss) 1141 (3.3) 311 393 (32.9) (18.1) (20.2) (19.8) %

Net income per ADS RMB 0.160 (0.035) 0.439 0.551 (0.446) (0.258) (0.289) (0.283) §

Weighted average number of ADS 72.9 729 71.8 71.8 .7 i i i

Non GAAP operating income 76 (12.7) 19.0 23.0 (31.8) (21.6) (23.7) (28.0)

Non GAAP net income 14.7 34 24.8 414 (23.2) (17.1) (19.4) (19.0)

Growth

Gross profit -5.8% -15.5% -1.9% -71.6% -19.9% 4.0% 11.1% 13.6%

Operating income -45.2% -164.3% 228.7% -42.0% -1153.1% 34.3% -192.6% -237.5%

Net income (Loss) -72.7% -71.2% 40.1% 88.2% -181.1% -262.9% 520.6% -163.8%

Non GAAP operating income -75.5% -158.6% -52.6% 13.1% -202.4% -383.8% 86.3% -247.0%

Non GAAP net income -67.3% -2.0% -39.2% 15.0% -151.7% -216.8% -666.8% -176.6%

Source: the Company, Guotai Junan International.
7]
o
2
8
5
O

See the last page for disclaimer Page 4 of 6 l



O

El 3k B LUk ZF

GUOTAI JUNAN SECURITIES

Phoenix New Media (FENG US)

Financial Statements and Ratios

Income (DEC Fiscal Year mn RMB) 2015A 2016A 2017E 2018E 2019E Balance sheet (DEC Fiscal Year mn RMB) 2015A 2016A 2017E 2018E 2019E

Total Revenues 1,609 1,445 1,559 1,666 1,758 Current Assets

Cost of Revenues (829) (727) (819) (827) (838) Cash and Cash Equivalents 311 203 156 167 176

Gross profit 780 718 740 839 920 Restricted Cash 125 355 355 355 355

Sales and Marketing Expenses (346) (339) (429) (450) (475) Term Deposits 770 781 781 781 781

General and Administrative Expenses (184) (182) (193) (200) 211) Accounts Receivable, Net 506 405 876 503 961

Technology and Product Development Expenses (171) (162) (236) (253) (266) Amounts Due from Related Parties 125 156 313 198 351

Operating income 79 35 (118) (64) (32) Deferred Tax Assets 59 64 70 78 85 g

Interest Income 28 28 26 25 26 Prepayments and Other Current Assets 36 54 43 61 49 (;

Currency Translation Gain(Loss) ) 10 (2) 0 0 Convertible debts from a related party 0 104 0 0 0 g

Other, Net 8) 19 1 0 0 Total Current Assets 1,931 2,123 2,595 2,142 2,758 N~

Earnings before Taxes 98 92 (93) (38) (6) -

Provision for Income Tax (26) (14) 2 0 0 Non Current Assets

minority 1.1 23 (1.0) (1.6) (0.5) Property and Equipment, net 81 72 74 75 76

Net Income (Loss) 735 80.5 (92.1) (39.6) (6.6) Intangible Assets, Net 12 9 10 1 13

Basic ADS 1.024 1122 (1.284) (0.552) (0.092) Available-for-sale investments 514 939 949 958 968

Diluted ADS 1.016 1.116 (1.277) (0.549) (0.091) Equity investments, net 12 9 9 9 9

Weighted average number of ADS mn 72 72 72 72 72 Other Non-current Assets 18 16 18 19 21

Diluted  average number of ADS mn 72 72 72 72 72 Total Non-current Assets 636 1,046 1,059 1,073 1,087
Total Assets 2,567 3,169 3,654 3215 3,846

Cash flow (DEC Fiscal Year mn RMB) 2015A 2016A 2017E 2018E 2019E Current Liabilities

Net Income 72 78 91) (38) (6) Short-term loans 131 359 748 485 927

Depreciation and Amortization Expenses 45 24 22 22 22 Accounts Payable 289 261 412 273 425

Other income and gains, net 115 2 13 6 6 Salary and Welfare Payable 114 130 139 138 147

Working capital change (12) 64 (430) 332 (409) Accrued Expenses and Other Current Liabilities 81 m 13 118 121

Others 0 0 0 0 0 Taxes Payable 93 76 83 92 101

Cash Flow from Operating Activities 221 169 (486) 322 (386) Advances from Customers 15 28 39 33 45
Amounts Due to Related-parties 19 19 24 19 25

Investing Activities Total Current Liabilities 743 983 1,559 1,157 1,790

Purchase of Property and Equipment and Intangibles (43) (26) (23) (24) (24)

Placement of Term Deposits (3,288) (12) 0 0 0 Non Current Liabilities

Maturity ofter Time Deposit 2,563 0 0 0 1 Deferred Tax 1 1 1 1 2

Others (488) 0 0 0 1) Long-term Liabilities 18 22 24 2 29

Cash Flow from Investing Activities (1,257) (37) (23) (24) (24) Total Non-Current Liabilities 20 23 25 28 31

Financing Activities Total Liabilities 763 1,006 1,584 1,184 1,822 .

Proceeds from Exercise of Stock Options 7 8 8 9 10 Minority ) (3) (3) (3) (3) ‘3

Repurchases of Shares (66) (247) 454 (297) 409 iFeng's Shareholders Equity 1,806 2,166 2,074 2,034 2,027 (29

Proceeds from short-term loans 124 228 389 (263) 443 BVPS 3143 3.767 3.606 3537 3.526 ﬁ

Others 0 (228) (389) 263 (443) :

Cash Flow from Financing Activities 64 (239) 463 (288) 419 Key 2015A 2016A 2017E 2018E 2019E e
Non GAAP Gross Profit 786 714 744 767 923

Other Adjustments Non GAAP Operating Profit 13 37 -105 -86 -26 o

Foreign Exchange Rate Effect on Cash and ... (3) 0 0 0 0 Non GAAP Net Profit 125 84 -719 -62 -1 ;

Cash Flow Net Changes in Cash (975) (108) 7 il 9 Non GAAP Gross margin 48.9% 49.4% 47.7% 46.1% 52.5% 3

BB 1,286 31 203 156 167 Non GAAP Operating margin 7.0% 26% 6.7% 5.2% 1.5% é

EB 31 203 156 167 176 Non GAAP Net margin 7.8% 5.8% -5.0% -37% 0.0% 2
ROA 3.0% 28% 27% 1.2% -0.2% X
ROIC 4.2% 41% 4.4% 1.9% 03% 2
Net debt netcash  netcash  netcash  netcash  netcash T

Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition
Buy Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate Relative Performance is 5% to 15%; N
or the fundamental outlook of the company or sector is favorable. =]
N
Neutral Relative Performance is -5% to 5%; 2
or the fundamental outlook of the company or sector is neutral. =
~
Reduce Relative Performance is -5% to -15%; -
or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform Relative Performance<-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS
(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.
(3) Except for SMI Holdings Group Limited (00198 HK), Guotai Junan International Holdings Limited (01788 HK), Binhai Investment
Company Limited (02886 HK), Link Holdings Limited (08237 HK), GFI MSCI A I-R (CNY) (83156 HK), GFI MSCI A | (03156 HK) and
CAM SCSMALLCAP (03157 HK), Guotai Junan and its group companies do not hold equal to or more than 1% of the market o
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(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report %
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DISCLAIMER g
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(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in x
research reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter g
or invest proprietarily). g
Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.
Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.
This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.
© 2017 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
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