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1Q26 earnings preview: Non-core businesses show 

QoQ fluctuations, cash flow remains healthy 

 

Key takeaway 

Core businesses (membership + advertising) are expected to 

remain stable in 1Q26, but profits may post a temporary loss 

due to weaker-than-expected non-core businesses (content 

distribution and other revenue). Despite short-term pressure on 

profits, the company maintains healthy cash flow through strict 

cost control, optimized content launch scheduling, and improved 

review efficiency. Non-core businesses may experience seasonal 

fluctuations in the short term, but the company’s core operations 

remain solid. Its drama market share continues to lead the 

industry. The company’s “top-tier self-produced content + 

decentralized” inverted triangle content model and the 

commercial launch of the professional film and TV production 

platform “Nadou Pro” will create room for medium- to long-

term content cost optimization and business model innovation. 

Meanwhile, new growth drivers such as Chinese dramas and 

overseas business are advancing steadily. Investors are advised 

to watch the recovery of the company’s long-term profitability 

and potential valuation upside. 

Brief analysis 

Total revenue in 1Q26 is expected to be RMB6.2bn, YoY -13% 

and QoQ -8%. Membership revenue is in line with 

expectations, while advertising revenue is slightly above 

expectations. However, weaker-than-expected non-core 

businesses (content distribution and other revenue) still led 

to an overall revenue decline. 

By segment:Membership revenue is expected to reach 

RMB4.2bn, YoY -4% and QoQ +3%, largely in line with 

expectations. Top content released during the quarter, such as 

“Chasing the Wind” and “City of the City,” helped iQIYI 

maintain the No.1 drama market share on Yunhe. The continued 

supply of high-quality content strengthened user stickiness and 

provided solid support for the membership business. Advertising 

revenue is expected to reach RMB1.25bn, YoY -6% and QoQ -7%, 

slightly better than previous market expectations. Although there 

were no major marketing events and limited supply of top 

variety shows this quarter, leading dramas (such as “Life Tree”) - 
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Main Data 

Absolute/relative share performance (%)  
1 month 3 months 12 months 

-9.02/-26.34 -38.58/-50.63 -38.89/-84.77 

The highest/lowest price in 

recent 12 months (USD) 
 2.79/1.11 

Total share capital (10,000 

shares) 
 67,410.47 

Circulating shares (10,000 

shares) 
 37,058.23 

Total market cap (USD'00mn)  11.68 

Circulating market cap 

(USD'00mn) 
 6.38 

3-month average daily 

trading volume (10,000 

shares) 

 1060.13 

Main shareholders   

Baidu, Inc.  45.14% 
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demonstrated strong advertising demand and became the best performing aired drama in advertising sales 

since 2025. Content distribution revenue is expected to be RMB350mn, YoY -44% and QoQ -55%, mainly 

affected by natural inter-quarter fluctuations and the joint procurement model adopted for some top content in 

Q1. Other revenue is expected to be RMB420mn, YoY -50% and QoQ -24%, mainly due to factors such as the 

normalized operation of the gaming business. 

Strict control over costs and expenses: The profit side shows a loss but cash flow remains healthy. Content 

cost in Q1 is expected to decline by about 2% QoQ, and Opex is expected to decrease QoQ. Non-GAAP 

operating loss is estimated at RMB150mn, and Non-GAAP net loss is estimated at RMB250mn. However, the 

company’s operating cash flow remains a relatively healthy positive inflow, benefiting from: 1) sufficient reserves 

of self-produced projects, allowing a moderate reduction in production starts and improving scheduling 

flexibility; 2) improved efficiency in content review. Healthy cash flow provides sol id support for the company’s 

subsequent content investment and business innovation. 

Earnings forecast: Despite short-term fluctuations in non-core businesses, the core membership and 

advertising businesses remain stable. The AI film and television production platform Nadou Pro has been 

officially commercialized and is expected to reduce costs and improve efficiency in content production. New 

initiatives such as Chinese drama and overseas businesses continue to advance, and full-year cash flow is 

expected to improve. We expect the company’s revenue to reach RMB27.8bn/RMB28.6bn in 2026/2027, with 

Non-GAAP net profit of RMB590mn/RMB1.22bn, respectively. We give the company a "Buy" rating.  
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Risks 

Macroeconomic slowdown may continue to pressure the advertising business. Regulatory policies in the film 

and television industry may further tighten, restricting content production and output. Factors such as funding, 

actors, and regulation may delay filming of film and television dramas, leading to slower-than-expected content 

releases. Insufficient content supply may reduce users’ willingness to pay, creating risks of declines in 

subscription members and revenue. Personal issues involving actors may prevent dramas from being released. 

Competition within the long-form video industry may intensify, with additional pressure from short-video 

platforms. Continued losses on the profit side may increase operational pressure on the company. Innovative 

businesses may develop slower than expected. Risks related to technological iteration and rising copyright costs. 

Regulatory conflicts between the Chinese and U.S. capital markets remain unresolved and may continue to 

restrict capital inflows. Changes in the competitive landscape and underperformance of content may also occur.  
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Disclaimer  

Investment rating system 

Investment rating standard  Ratings Description 

The rating standard involved in the investment recommendations in 
the report is based on the performance relative to the market within 6 
months after the release date, i.e., the performance of the company's 
stock price (or industry index) within 6 months after the release date is 
benchmarked against the change of representative index of the 
relevant securities market over the same period. CSI 300 Index serves 
as the benchmark index for the A-share market; the NEEQ Component 
Index serves as the benchmark index for the NEEQ market; Hang Seng 
Index serves as the benchmark index for the Hong Kong market; and 
S&P 500 Index serves as the benchmark index of the US market. 

Stock ratings 

Buy Increase by more than 15% relative to the benchmark index 

Overweight Increase by 5%-15% relative to the benchmark index 

Neutral Increase by -5%-5% relative to the benchmark index 

Underweight Decrease by 5%-15% relative to the benchmark index 

Sell Decrease by more than 15% relative to the benchmark index 

Industry ratings 

Outperform Increase by more than 10% relative to the benchmark index 

Neutral Increase by -10-10% relative to the benchmark index  

Underperform Decrease by more than 10% relative to the benchmark index  

 

This report is a translation of the original Chinese report 【2026Q1 业绩前瞻：非核心业务出现季度间波动，现金流表现仍然健康】, released on 【May 11, 2026】. If there 

is any inconsistency or ambiguity between the English version and the Chinese version, the Chinese version shall prevail. 

Analyst Certification 

Each analyst of this report hereby certifies that: (i) the report is produced independently and objectively by the analyst with due diligence, professional and prudent research 

methods, and information complied with laws and regulations. The conclusions are made without any third party's instruction or influence. (ii) The analyst has never been, is 

not and will not be compensated, directly or indirectly, in any form for the recommendations or opinions in this report.  

Legal Entities Disclosures 

This report is produced by China Securities Co., Ltd. and/or its affiliates (hereinafter collectively referred to as "China Securities ") and is distributed in the People’s Republic 

of China (for the purpose of this report only, excluding Hong Kong, Macau, and Taiwan) by China Securities Co., Ltd. China Securities Co., Ltd. has the qualification for 

securities investment consulting business approved by the China Securities Regulatory Commission. The analyst’s registration code of the qualification certificate issued by 
the Securities Association of China has been disclosed on the cover page of the report. 

 

Subject to applicable laws and regulations, this report may be distributed by China Securities (International) Brokerage Company Limited in Hong Kong as well which is 

regulated by the Securities and Futures Commission of Hong Kong (“SFC”). The CE No. of the SFC licensed author(s) of this report are disclosed on the cover page of the 
report. 

General Disclosures  

This report is produced by China Securities. This report does not constitute a basis of any contract or commitment. China Securities will not deem the recipient as its client 

notwithstanding his receipt of this report. 
 

The information in this report is derived from publicly available information that deemed to be reliable by China Securities, but China Securities does not guarantee the 

accuracy or completeness of such information. The opinions, speculations and forecasts contained in this report only reflect the analyst's judgment on the date of the 

original Chinese report. The opinions, speculations and forecasts are subject to change without notice, and may be different from or even opposite to, the oral or written 
opinions expressed by other departments or personnel of China Securities by using different assumpt ions and standards or different analytical methods. Past performance of 

securities or other financial instruments cited in this report is not a reliable indicator of future performance. Any content of forecast contained in the report is based on 

corresponding assumptions, and any assumption may change at any time and affect actual investment income. China Securities does not promise or guarantee that the 

content of forecast in this report will necessarily be realized. 
 

This report should not be deemed as investment advice in whole or in part. The opinions and recommendations contained in this report do not take into account the s pecific 

circumstance of the recipients in terms of financial status, investment objectives, and risk appetite, etc. Recipients of the report shall independently evaluate the information 
contained in this report, make independent decisions based on their own investment objectives, needs, market opportunities, r isks and other factors, and bear investment 

risks on their own. China Securities recommends that all investors should consult their tax, accounting or legal advisors on any potential investment. Regardless of whether a 

report recipient makes investment decisions based on this report, China Securities will not provide any form of guarantee for such investment decisions, nor will it share any 

investment income or losses in any form. China Securities shall not be held liable for any direct or indirect losses arising from the use of this report. 
 

To the extent permitted by laws, regulations and regulatory requirements, China Securities may hold and trade the shares or other property rights of the companies 

mentioned in this report. And in the past 12 months, at present or in the future, China Securities may provide or seek to provide investment banking services, market making 

transactions, financial advisory or other financial services for the companies mentioned in this report. The content of this report truly, accurately and completely reflects the 
opinions of the analyst. No part of the analyst’s compensation was, is, or will be directly or indirectly related to the specific opinions in the report written by the analyst, and 

the analyst will not obtain improper benefits due to his or her writing of this report. 
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