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Disclaimer S

This presentation contains forward-looking statements relating to the industry and
business outlook, forecast business plans and growth strategies of the Company.
These forward-looking statements are based on information currently available to the
Company and are stated herein on the basis of the outlook at the time of this
presentation. They are based on certain expectations, assumptions and premises,
some of which are subjective or beyond our control. These forward-looking
statements may prove to be incorrect and may not be realized in future. Underlying
the forward-looking statements is a large number of risks and uncertainties. Further
information regarding these risks and uncertainties is included in the Company’s other
public disclosure documents on its corporate website.

Furthermore, this presentation also contains statements based on the Company’s
management accounts, which have not been audited or reviewed by the Auditor.
Shareholders and potential investors should therefore not place undue reliance on
such statements.
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Our mission is to create Value for
writers andto bring
literature w0 people




2018 Interim Results Highlights

Total
Revenues

Gross
Profit

Operating
Profit

Profit for
the Period

=2
[*]

Figures stated in USD are based on USD1 to RMB6.6166.

Increased 18.6% from RMB1.9 billion in 1H17 to RMB2.3 billion
(USD345.0 milliont) in 1H18

* Increased 24.4% from RMB1.0 billion in 1H17 to RMB1.2
billion (USD180.8 million) in 1H18
* Gross margin increased from 50.0% to 52.4% YoY

Increased 142.2% from RMB234.2 million in 1H17 to
RMB567.4 million (USD85.7 million) in 1H18
Operating margin increased from 12.2% to 24.9% YoY

Increased 136.2% from RMB213.5 million in 1H17 to
RMB504.3 million (USD76.2 million) in 1H18
* Net margin increased from 11.1% to 22.1% YoY
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Intellectual Property
Operations

Content Adaptation

Partners
200+
CHINA LITERATURE
Online
Interactive \ Reading ,/ Adapted
Community y Entertainment
Products

Readers
213.5 mm MAUs 2

Virtuous cycle driven by writers, content, reader base, and IP operations drives scale
and reinforces leadership

Notes:
(1) All figures are as of June 30, 2018.
(2) Stands for average monthly active users during 1H18.
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Channels
Entertainment o
Lo o] = L
Market o o Well-developed self-owned
_ platform composed of QQ
Film Reading which serves as content
TV Series aggregator, and branded mobile

e Third-party E ) el apps and websites nurturing
Partners H ‘I’ " ﬂ“

customized literature experiences
Baidu Reading

Self- E Entertainment
operated Products Audience Exclusive literary content
Sogou Books . . .
Channels g distribution access to a host of
on Tencent

Products LLRDIGEELIT ‘t‘) m popular Tencent products

Tencent News

Game . . . . .
u e Content distribution relationships

Mobile QQ with leading Internet companies

JD Reading TET
>
Self d n o Successful adaptation fuels
o owne Bl interest in original literary titles
Platform QQ Browser g y
Y and brings new users to our
) : platform
B0 ¢ v o
Websites and Mobile Tencent Video Xiaomi Animation
Apps Duokan
>
+106mm +214mm  AndBeyond  Reader Reach
6 Note: MAU i MAU (2

(1)  Average MAUSs of China Literature’s self-owned platform products in 1H18.
(2)  Average MAUSs of China Literature’s self-owned platform products and self-operated channels on Tencent products in 1H18.


http://shouji.baidu.com/soft/item?docid=10797162&from=web_alad_6
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Systematically Attract, Nurture and Promote Writers

Increase the Depth of Our Content Library and Expand to New Genres
Drive Technological Innovation to Enhance User Experience

Broaden Our Multi-layer Distribution Channel
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Strengthen IP Operations and Expand Downstream

Expand Our Business Internationally




Financials: Revenue Structt

Revenue Breakdown by Businesses Online Reading Breakdown
(RMB mm) (RMB mm)
YoY
Revenues +18.6%
- Online Reading +13.3%
- |IP Operations 0
p +103.6% 2,283
2%
1,924 EL

1,851

2%
5%

1,634

0,
8% 15%

13%

1H17 1H18 1H17 1H18

B Online reading m IP operations Physical books Others W on our platform and self-operated channels on our third party platforms
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Average MAUs (1)

Average MPUs (2)

Average Monthly ARPU @)

(mm) YoY: +11.3%

213.5
191.8

106.3

88.3

(mm)

11.5

YoY:-7.0%

10.7

(RMB) YoY: +19.0%

20.5

244

1H17 1H18 1H17 1H18 1H17 1H18
on our platforrm M on our self-operated channels
Notes:
(1) Average MAU is calculated as the average of MAUs for each calendar month during the respective year or period, on our platform and our self-operated channels on partner distribution platforms.
9 (2) Average MPU is calculated as the average of MPUs for each calendar month during the respective year or period, on our platform and our self-operated channels on partner distribution platforms.

(3) Average monthly ARPU is calculated as online reading revenue on our platform and self-operated channels divided by average MPUs during the period, then divided by the number of months during the period




Cost of Revenue Selling and Marketing Expenses

as % of total revenue, total amount in RMB mm as % of total revenue, total amount in RMB mm

24.3% 23.1%
Gross margin

527
467
50.0% 52.4%
1,086
962
1H17 1H18
General and Administrative Expenses
as % of total revenue, total amount in RMB mm
16.8% 14.7%
324 335
10

1H17 1H18 1H17 1H18
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(RMB’ 000) 1H17 1H18 YoY

Margin % 13.8% 18.2%

Margin % 18.1% 21.5%

Margin % 12.2% 24.9%

Margin % 17.4% 22.6%

Margin % 11.1% 22.1%

Margin % 15.7% 21.1%

Adjusted EBITDA is calculated by EBITDA (which is operating profit for the period less other gains, net and interest income, and plus depreciation and amortization expenses) for the period plus share-based compensation and one-off listing expenses.
Non-GAAP operating profit is defined as operating profit for the period adjusted by share-based compensation, net (gain) from investee companies, amortization of intangible assets resulting from acquisitions, one-off listing expenses and impairment
provision for intangible assets.

Non-GAAP profit for the period is defined as profit for the period adjusted by share-based compensation, net (gain) from investee companies, amortization of intangible assets resulting from acquisitions, one-off listing expenses and impairment
provision for intangible assets.
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