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Sector . Software and Services

Business

. Distribution of PC and mobile online games

Total share offer: 196,000,000 shares
(25% of the enlarged share capital)

Public Offer: 19,600,000 shares (10%)
Placing: 176,400,000 shares (90%)
Greenshoe: 29,400,000 shares

Price: HK$3.70 — HK$4.80 per share

Total Market Capitalisation:
HK$2,900.8 million — HK$3,763.2 million

Pro-forma fully diluted FY2013 P/E: 66x-86x
Adjusted NTA per share: HK$1.06 — HK$1.32
Staffing: 502 (as of 31% March 2014)

HK Public Offer period:
18" June 2014 — 23" June 2014 noon

Receiving bank:
Wing Lung Bank

Share registrar:
Computershare Hong Kong Investor Services

Listing date: 30" June 2014

Business of Ourgame (‘The Group’)

The Group operates an integrated online game
platform, offering both PC and mobile games
through multiple distribution channels.

The Group’s proprietary one-stop PC client
portal, Ourgame Hall (53 KX EZ), offers over 200
games, including about 40 types of card games,
over 25 Mahjong games, 20 board games, over
10 licensed and third-party operated MMOGs
(massively multiplayer online games) and a
number of other causal games. Customers could
also play the Group’'s web-games on its own
websites, ourgame.com and lianzhong.com, and
through about 30 third-party distributors like
Baidu, Sina Weibo and Qihoo 360. The Group’s
flagship games included Tiantian Fight the
Landlord (KK, F) and Poker World.

To promote its online card and board games, the
Group has held Texas Hold’'em tournament in
Sanya Hainan (=tp J8®g) annually since 2012
and has signed agreement with the Sanya
government to hold the annual event till 2017.

This report has been prepared solely for information purposes and we, East Asia Securities Company Limited are not
soliciting any action based upon it. Neither this document nor its contents shall be construed as an offer, invitation,
advertisement, inducement or representation of any kind or form whatsoever. This document is based upon information,
which we consider reliable, but accuracy and completeness are not guaranteed. Opinions expressed herein are subject to
change without notice. At the time of preparing this report, we have no position in securities of the company or
companies mentioned herein, while other Bank of East Asia Group companies may from time to time have interests in
securities of the company or companies mentioned herein.
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Shareholders after Listing (assuming the Over-allotment Option is not exercised)

Elite Vessels Ltd. — wholly owned by Mr. Zhang Rongming* (executive Director)
Sonic Force Ltd. — wholly owned by Mr. Liu Jiang* (executive Director)

Blink Milestones Ltd. — wholly owned by Mr. Liu Jiang* (executive Director)

Prosper Macrocosm Ltd. — wholly owned by Mr. Shen Dongri* (one of the Group’s
founders)

Iconic Ocean Ltd. — wholly owned by Mr. Bao Yuegiao (one of the Group’s founders)
Golden Liberator Ltd. — wholly owned by Ms. Long Qi* (one of the Group’s founders)
Celestial Radiant Ltd. — wholly owned by Ms. Wu Lan (one of the Group’s founders)
KongzZhong Corporation (NASDAQ-listed) (pre-IPO investor)

CMC Ace (controlled by private equity fund CMC Capital Partners) (pre-IPO investor)
Public shareholders

Use of Proceeds

15.11%
13.49%
6.53%

8.09%
3.83%
2.70%
2.75%
7.50%
15.00%
25.00%

100.00%
Remark: (*) the parties will vote unanimously for any resolution proposed at Board and shareholders’ meetings.

Net proceeds from the offer are estimated to be HK$759.9 million (based on an offer price of HK$4.25).

HK$ million
To expand online game portfolio 228
To buy intellectual property rights and distribution licenses of complementary games 152
For sales and marketing 190
To acquire or invest in game developers 114
For general working capital 76

Financial Highlights

Year ended 31°' Dec

3 months ended

2011 2012 2013 31 Mar 2013 31°' Mar 2014
RMB million RMB million RMB million RMB million RMB million
Revenue 153.9 205.8 236.3 46.2 93.0
Gross profit 107.4 150.5 156.5 31.7 61.9
Operating profit 31.2 37.2 448" 2.2 24.9
Profit attributable to shareholders 21.0 29.3 35.1 1.6 21.6
Gross profit margin 69.8% 73.1% 66.2% 68.6% 66.6%
Operating profit margin 20.2% 18.1% 18.9% 4.7% 26.8%
Net profit margin 13.6% 14.2% 14.8% 3.5% 23.2%
31/12/2011 31/12/2012 31/12/2013 31/3/2013 31/3/2014
Net debt to shareholders’ equity ratio Net cash Netcash Netcash N/A Net cash
Breakdown of revenue in terms of business segments
(RMB million) I FY2011 FY2012 FY2013 ] 3M2013 3M2014
Self-developed games - 90.8 59.0%  144.6 703% 189.4 80.2% 353 763% 78.7 84.7%
Licensed games © 203 13.2% 20.8 10.1% 223 9.4% 51 11.0% 6.5 7.0%
Third-party operated
games 40.8 26.5% 33.2 16.2% 146 6.2% 4.7 10.2% 6.8 7.3%
Others 21 1.4% 7.1 35% 10.0  4.2% 12 25% 0.9 1.0%
Total 153.9 100.0%  205.8 100.0% 236.3 100.0% 46.2 100.0%  93.0 100.0%
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Peer valuation comparison

Ourgame Boyaa Interactive IGG
(06899) (00434) (08002)
FY2013 FY2014E FY2013 FY2014E FY2013 FY2014E
Gross profit margin 66.2% N/A 61.1% 61.0% 74.7% 81.4%
P/E ratio 66x-86Xx N/A 37.7x 23.0x 32.5x 10.9x
Market capitalisation HK$2,901-3,763 million HK$6,400 million HK$7,404 million

Sources: Reuters

Strengths/Opportunities

v

The Group ranked the third largest PRC online card and board game provider in terms revenue in
2013 and the second largest in terms of the number of online card and board games offered as of the
end of 2013.

The Group’s “Lianzhong” (f#xx) brand is well-recognized by customers in China and regarded as one
of the leading providers of online card and board games.

The Group recorded strong growth in its mobile game operation during the first quarter of 2014. For
Q1 2014, the average MAUs (monthly active users) of the Group’s top three mobile games amounted
to 14.1 million, up strongly by 78% from the average MAUs of 7.9 million in the whole year of 2013.

The Group registered strong revenue of 101% and stunning bottom-line growth of 12-folds y-o-y in the
first three months of 2014, as the Group introduced more self-developed games during the period.

The Group has entered into cornerstone placement agreement with People Okooo Media Technology,
which will invest US$5 million into the Group’s IPO. The cornerstone subscription will account for
1.16% of the Group’s enlarged share capital or 4.65% of the shares under Global Offering, assuming
an issue price at HK$4.25. People Okooo is one of the largest online lottery operators in China, which
is controlled by People’s Daily.

There was a number of online/mobile game operators listed on HKEx over the past years. The IPO
candidates showed mixed performances, which have registered decline of over 40% to gains above
90% so far since their respective listing.

Weaknesses/Threats

X

Recommendation:

Expansion in the Group’s PC game operation was sluggish during the first quarter of 2014. The
Group’s average MAUs (monthly active users) for its PC games amounted to only 9.8 million in Q1
2014, down from the average of 9.9 million in the full year of 2013.

The pre-IPO investors CMC Ace Holdings and KongZhong Corporation invested a combined US$49
million into the Group with a deep discount of 49% (assuming an IPO issue price of HK$4.25) in
February 2014. The investors are expected to sit with a hefty paper gain on their pre-IPO investments
upon Listing and may dispose of the shares when their lock-up restriction expires by end of October
2014.

In terms of 2013 P/E, the Group is to be priced at a big premium to its peers. Without any significant
competitive edge against its rivals, the counter does not look attractive.

Unattractive
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Important Disclosure / Analyst Certification / Disclaimer

This report is published by East Asia Securities Company Limited, a wholly-owned subsidiary of The
Bank of East Asia, Limited (“BEA”).

Each research analyst primarily responsible for the content of this report (whether in part or in whole)
certifies that (i) the views on the companies and securities mentioned in this report accurately reflect
his/her personal views; and (ii) no part of his/lher compensation was, is, or will be, directly, or
indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. This report is
based upon information, which East Asia Securities Company Limited considers reliable, but
accuracy or completeness is not guaranteed. The analysis or opinions expressed in this report only
reflect the views of the relevant analyst as at the date of the release of this report which are subject to
change without notice. Any recommendation contained in this report does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific recipient.
This report should not be regarded by recipients as a substitute for the exercise of their own
judgment. Investments involve risks and investors should exercise prudence in making their
investment decisions and obtain separate legal or financial advice, if necessary. East Asia Securities
Company Limited and / or The Bank of East Asia Group accepts no liability whatsoever for any direct
or consequential loss arising from any use of or reliance on this report or further communication given
in relation to this report.

At the time of preparing this report, East Asia Securities Company Limited has no position in
securities of the company or companies mentioned herein, while BEA along with its
affiliates/associates and/or persons associated with any of them may from time to time have interests
in the securities mentioned in this report. BEA and its affiliates/associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein and
may also perform or seek to perform broking, investment banking and other banking services for
these companies.

BEA and/or any of its affiliates/associates may beneficially own a total of 1% or more of any class of
common equity securities of the company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the company or companies mentioned in the
report.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.
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