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Tencent Holdings (0700.HK)
2Q26E Preview: Gaming & Ads Solid with Continuing Al Investment

CITI'S TAKE

Tencent will report 2Q26 results on Aug 12. While we expect solid revs
growth thanks to continued strength in gaming despite softer seasonality
and steady growth of ad revs, we are cautious on Al spend and profit drag as
we have more conservative profit assumption than consensus. Into 2H26,
we expect focus remains on Agentic Al testing within WeChat, integration
of Mini Program with Hy3, release of next iteration/upgrade of Hy model and
capex spend. Moreover, we believe Tencent will continue to evaluate its
investment portfolio with rotation and rebalance between strategic Al-
related investment vs maturing industry with limited future synergies.
Opportunistic buyback and Al investment as well as strengthening core
business growth empowering with Al enhancement will remain as key
priorities, in our view. Our TP is adjusted to HK$758 (from HK$763)
reflecting changes in investment portfolio value. Maintain Buy on Al play.

Official HY 3, WorkBuddy traction & Al Mini Program — Tencent Cloud is rapidly
advancing its Al agent ecosystem, following the June 5th launch of its "Agent-
Ready" data platform and a new "Productivity Agent Suite". The advanced and cost-
effective Hy3 model was officially launched on July 6t following its preview on April
23 which has attracted a 20x increase in daily token consumption since its preview,
signaling strong adoption across many industries. On July 7t", WeChat announced
the upgrade of its Al Mini Program Growth Plan to boost the adoption of Hy3 within
WeChat ecosystem.

2Q26 preview — We model 2Q26 total revs to up 9.3% yoy to Rmb201.7bn and non-
GAAP net profit to +5.1% yoy to Rmb66.25bn or 32.8% margin, vs. Bloomberg cons.
of Rmb203.9bn (+10.5% yoy) and Rmb69.1bn (34% margin). We forecast total online
games +8.3% yoy to Rmb64.1bn with domestic/International games +8%/+9% yoy
to Rmb43.6bn/Rmb20.5bn. We model online ad revs +19% yoy to Rmb42.5bn and
FBS revs up 9% yoy to Rmb60.5bn, of which cloud revs +24% yoy to Rmb14bn and
fintech revs +5.2% yoy to Rmb46.5bn. We model GP/OP to +9.3%/+5.7% yoy to
Rmb114.8bn/Rmb73.2bn. We expect result likely inline with potential small
deviation on upside risk to our gaming forecast and downside to FBS.

New games pipeline— Into 3Q26E, Tencent has released Just Dance: Party/Rust on
Jul 2/9 and Control Resonant to be released by Sep 24. Pipeline includes Monster
Hunter Outlanders, Rainbow Six Siege and Animula Nook.

Earnings Summary

earto NetProfit Diluted EPS EPS growth P/E P/B ROE Yield
31 Dec (RmbM) (Rmb) (%) (9] x) (%) (%)
2024A 222,703 23.672 443 16.5 3.7 25.0 1.2
2025A 259,626 28.086 18.6 13.9 31 24.4 1.4
2026E 267,621 29177 3.9 13.4 2.8 223 1.3
2027E 283,476 30.913 5.9 12.6 2.6 21.9 1.3
2028E 313,569 34.202 10.6 1.4 24 222 14

Source: Powered by dataCentral
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0700.HK: Fiscal year end 31-Dec

Profit & Loss (Rmbm) 2024 2025 2026E 2027E 2028E
Sales revenue 660,257 751,766 820,970 893,678 967,569
Cost of sales -311,011 -329,173 -356,184 -385,010 -43213
Gross profit 349,246 422,593 464,787 508,667 554,356
Gross Margin (%) 529 56.2 56.6 56.9 57.3
EBITDA (Adj) 287,136 339,449 363,114 434,475 480,483
EBITDA Margin (Adj) (%) 436 452 442 48.6 497
Depreciation -27,332 -32,799 -44,332 -96,517 -109,200
Amortisation -28,881 -33,229 -29,555 -32172 -33,091
EBIT (Adj) 237,811 280,656 295,678 312,097 344,505
EBIT Margin (Adj) (%) 36.0 37.3 36.0 34.9 35.6
Netinterest 4,023 1,779 4,770 6,701 11,027
Associates 29,363 33,908 22,002 22,298 22,570
Non-Op/Except/Other Adj -29,712 -39,094 -35,443 -37,807 -38,998
Pre-tax profit 241,485 277249 287,008 303,289 339,104
Tax -45,018 -47,448 -57,185 -60,658 -67,821
Extraord./Min.Int./Pref.div. -2,394 -4,959 -5,151 -5,011 -4,8M
Reported net profit 194,073 224,842 224,672 237,621 266,412
Net Margin (%) 29.4 29.9 214 26.6 215
Core NPAT 222,703 259,626 267,621 283,476 313,569
Per share data 2024 2025 2026E 2027E 2028E
Reported EPS (Rmb) 20.629 24.323 24.495 25.912 29.058
Core EPS (Rmb) 23.672 28.086 29177 30.913 34.202
DPS (Rmb) 4.500 5.300 5.099 5.000 5.312
CFPS (Rmb) 27.419 32.784 35107 42.389 46.667
FCFPS (Rmb) 20.097 23.337 24.367 30.695 34.637
BVPS (Rmb) 105.033 127.039 137.364 149.884 163.029
Wtd avg ord shares (m) 9,269 9,085 9,032 9,030 9,028
Wtd avg diluted shares (m) 9,408 9,244 9,172 9,170 9,168
Growth rates 2024 2025 2026E 2027E 2028E
Sales revenue (%) 8.4 13.9 92 8.9 8.3
EBIT (Ad)) (%) 23.9 18.0 5.4 56 10.4
Core NPAT (%) 412 16.6 31 59 10.6
Core EPS (%) 44.3 18.6 39 5.9 10.6
Balance Sheet (Rmbm) 2024 2025 2026E 2027E 2028E
Cash & cash equiv. 132,519 141,041 268,147 348,972 437,625
Accounts receivables 48,203 49,930 53,982 58,762 63,621
Inventory 440 530 657 715 74
Net fixed & other tangibles 282,037 322,141 363,008 376,132 379,673
Goodwill & intangibles 196,127 205,999 201,444 194,272 186,181
Financial & other assets 1,121,669 1,318,745 1,276,460 1,339,877 1,414,490
Totalassets 1,780,995 2,038,986 2,163,697 2318730 2,482,363
Accounts payable 118,712 121127 129,787 139,237 147,172
Short-term debt 61,508 53,160 56,574 58,574 60,574
Long-term debt 146,521 208,369 209,881 211,881 213,881
Provisions & other liab 400,358 415,265 434,681 458,475 486,924
Total liabilities 721,099 797,921 830,924 868,166 908,551
Shareholders' equity 973,548 1154152 1,240,709 1,353,488 1,471,866
Minority interests 80,348 86,913 92,064 97,075 101,946
Total equity 1,053,896 1,241,065 1,332,773 1,450,563 1,573,812
Net debt (Adj) 75,510 120,488 -1,692 -78,517 -163,170
Net debt to equity (Adj) (%) 72 9.7 -01 -54 -104

Price: HK$452.00; TP: HK$758.00; Market Cap: HK$4,109,752m; Recomm: Buy

Valuation ratios 2024 2025 2026E 2027E 2028E
PE (x) 16.5 13.9 134 12.6 1.4
PB(x) 37 31 28 26 24
EV/EBITDA (x) 10.2 8.4 7.7 6.3 55
FCF yield (%) 52 6.0 6.2 79 8.9
Dividend yield (%) 12 14 13 13 14
Payout ratio (%) 19 19 17 16 16
ROE (%) 21.8 214 18.8 18.3 18.9
Cashflow (Rmbm) 2024 2025 2026E 2027E 2028E
EBITDA 264,312 307,590 334,123 402,980 441,797
Working capital 21,881 16,484 13,630 16,194 17,688
Other -27,672 -21,022 -25,739 -30,459 -37,630
Operating cashflow 258,521 303,052 322,014 388,714 427,856
Capex -69,451 -87,324 -98,512 -107,237 -110,300
Net acq/disposals -4,941 -34,117 -296 -126 62
Other -41,795 -83,691 10,594 -96,352 -113,001
Investing cashflow -122,187 -205,732 -88,214 -203,715 -223,239
Dividends paid -28,859 -37,535 -48,151 -46,058 -45,148
Financing cashflow -176,494 -87,155 -104,722 -101,808 -113,126
Netchange in cash -39,801 8,522 127,106 80,825 88,653
Free cashflow to s/holders 189,070 215,728 223,502 281477 317,556

For definitions of the items in this table, please click here.
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Business Update & 2Q26E Preview

Latest updates on Tencent Cloud and Al development

Tencent Cloud upgrades Data Platform for Agents

On June 5% Tencent Cloud announced a significant upgrade to its data platform,
making it "Agent-Ready" to support Al Agents as a new class of user. The new
three-tier architecture includes the production-grade data agent DataBuddy, the
intelligent data platform WeData, and an Al-native data infrastructure. This system
is designed to facilitate seamless collaboration between humans and Al, allowing
Agents to execute complex data tasks such as modeling, ETL development, and
report generation through natural language commands, thereby boosting R&D
efficiency by five to ten times.

A core part of the upgrade is the WeData platform, which acts as a unified control
plane with a new semantic layer, enabling Agents to better understand business
context and achieve over 90% accuracy in converting natural language to SQL. The
underlying Al-native infrastructure has been rebuilt for intelligence across storage,
computing, data, and systems, featuring a multi-Agent collaboration system and
autonomous operational capabilities. These enhancements, also available for on-
premises deployment, aim to accelerate the large-scale adoption of Agents in
enterprise environments.

Productivity Agent Suite Debuts

On June 5 Tencent Cloud launched a comprehensive "Productivity Agent Suite"
designed to integrate Al into various workflows for both individual and enterprise
users. This new suite features a range of tools, including the upgraded WorkBuddy
for personal productivity, CodeBuddy for software development, and the new
WorkBuddy Enterprise Al Workspace, which integrates with Tencent Docs and
Tencent LearnShare. The launch reflects Tencent's strategy of building practical,
scalable Al solutions that solve real-world problems, with a focus on the co-design
of models and products to enhance usability.

Supporting this initiative, Tencent Cloud also upgraded its core infrastructure with
the Hy3 Preview model, the TokenHub platform for efficient model inference, and a
new Agent Runtime for optimized performance and security. These tools have
already proven effective within Tencent, with CodeBuddy reportedly reducing
coding time by 40% for its engineers. The suite is now being deployed across more
than 20 industries, including finance, retail, and healthcare, to foster large-scale
human-Al collaboration.

Workbuddy further gains traction

On July 6, news media Gelonghui cited Analysys that Tencent’s WorkBuddy ranked
as top office agent with 8.85mn monthly visits in Mar 2026 compared with over
20mn monthly visits among top office agent products. The article suggested that
WorkBuddy has conducted 43 version upgrades 3 months after launch. Gelonghui
suggested that Tencent internally has already positioned WorkBuddy as the third
phenomenal product following QQ and WeChat leveraging its straightforward
deployment, WeChat ecosystem authorization, full integration with tools within
Tencent ecosystem and external applications.


https://www.tencentcloud.com/dynamic/news-details/101263
https://www.tencent.com/en-us/articles/2202350.html
https://www.gelonghui.com/live/2537933
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Figure 1. Product pricing related to WorkBuddy

Tencent Cloud Coding Plan

Package Lite Pro
Standard pricing Rmb40/ month Rmb200/ month
Usage limit 1,200 requests per 5 hours, 9,000 requests per |6,000 requests per 5 hours, 45,000 requests per

week, 18,000 requests per month

week, 90,000 requests per month

Package Experience Standard Premium Ragship
Standard pricing Free Rmb99/ month Rmb199/ month Rmb999/ month
Consecutive monthly subscription Free Rmb70/ month Rmb140/ month Rmb700/ month
Model deployment Automatic All available All available All available
Scenario Beginner Dailylight assistance | High-frequency, office Complex
Package Enterprise SaaS Enterprise Private Cloud
Standard pricing Rmb198/ pp/ month Rmb316/ pp / month

© 2026 Citigroup Inc. No redistribution without Citigroup’s written permission.

Source: Company Reports, Citi Research

Hy3 is officially released on July 6t

On July 6%, Tencent announced it has officially launched Hy3, following its release
of preview version on April 23. Tencent noted that the model demonstrates
significantly enhanced performance relative to models of the same size, while
achieving intelligence comparable to flagship models with two to five times its
parameter scale. Compared with the preview version, it also delivers greater
stability and cost efficiency. Hy3 has already been adopted across Tencent
products and services, including WorkBuddy/CodeBuddy, Yuanbao, Marvis, ima
and others. Its APl is now available on Tencent Cloud TokenHub, with global third-
party developer platforms set to integrate Hy3 progressively.

Compared to Hy3 preview, Hy3 takes another leap across a wide range of tasks
through strengthened reinforcement learning and enhanced data quality and
diversity, delivering performance comparable to larger-scale flagship models. Hy3
has made particularly notable progress in productivity tasks such as software
development, office productivity, financial modeling, front-end design and game
production, making it a reliable and cost-efficient choice. Tencent also noted that
since the launch of Hy3 preview, its average daily token consumption has increased
twenty-fold, reflecting growing market recognition of its positioning as a practical
and cost-effective model.


https://www.tencent.com/en-us/articles/2202386.html
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Figure 2. Tencent Cloud Hunyuan major milestones and achievements in 2026

Date Event Milestones

28-Jan-26 Open source Open-sourced Hunyuan-Image 3.0-Insfruct

30-Jan-26 Product launch Launch of CodeBuddy Code 2.0

9-Mar-26 Product launch Launch of WorkBuddy as all-scenario Al agent

1-Apr-26 Product launch Launch of ADP Agent Portal as cross-platform enterprise agent portal
2-Apr-26 Product launch Launch of ClawPro as enterprise-level OpenClaw

3-Apr-26 Product launch Launch of TencentDB Agent Memory as OpenClaw's long memory
8-Apr-26 Product launch Launch of @QBotClaw on QQ Browser

9-Apr-26 Product launch Launch of QClaw V2

16-Apr-26 Product launch Launch of HY-World 2.0

23-Apr-26 Product launch Launch of HY3-Preview

18-May-26 Product launch Launch of Ardot as Al design agent platiorm

19-May-26 Product launch Launch of DataBuddy as big data agent platform

6-Jul-26 Product launch Launch of HY3

© 2026 Citigroup Inc. No redistribution without Citigroup’s written permission.

Source: Company Reports, Citi Research

Figure 3. Tencent HY tokens processed on OpenRouter by products (bn)
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Mobile games
Tencent’s top 3 titles dominate iOS grossing chart in 2Q26

During Apr-Jun 2026, there were 5/6/5 games published by Tencent ranked as top
10 mobile games in China by iOS grossing by month-end of Apr-Jun 2026, per
data.ai tracking. For example, HoK continued to top iOS grossing chart by ranking
#1in month-end of Apr-Jun, while Peacekeeper Elite was ranked #2/2/4 by
month-end of Apr-Jun and Delta Force was ranked #3/4/2 by month-end of Apr-
Jun respectively.

Other notable titles include: 1) Valorant Mobile which was ranked #9/6/5 by
month-end of Apr-Jun; 2) Fight of the Golden Spatula which was ranked #10/10/9
by month-end of Apr-Jun; 3) other top-ranking titles include DnF Mobile. As of Jul
6, 4 out of top 10 mobile games by iOS grossing were published by Tencent
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including HoK (#1), Peacekeeper Elite (#2), Delta Force (#3), Valorant Mobile (#8),

per data.ai.

Figure 4. Top 10 mobile games in China by monthly iOS
grossing (Apr 30, 2026)

Ranking Game Title Publisher

1 Honour of Kings Tencent

2 Peacekeeper Elite Tencent

3 Delta Force Tencent

4 Whiteout Survival Century Games
5 Fantasy Westward Journey NetEase

6 Fishing Battle Tuyoo

7 Tomb Busters Giant Network
8 Genshin Impact miHoYo

9 Valorant Mobile Tencent

10 Fight of Golden Spatula Tencent

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: data.ai, Citi Research

Figure 5. Top 10 mobile games in China by monthly iOS

grossing (May 31,2026)

Ranking Game Title
Honour of Kings
Peacekeeper Elite
Whiteout Survival
Delta Force

Valorant Mobile
Anipop

DnF Mobile
Eggy Party

© ©® N o oA~ W N

-
o

Fantasy Westward Journey

Fight of Golden Spatula

Publisher
Tencent
Tencent
Century Games
Tencent
NetEase
Tencent

Happy Elements
Tencent
NetEase
Tencent

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.

Source: data.ai, Citi Research

Figure 6. Top 10 mobile games in China by monthly iOS
grossing (Jun 30, 2026)

Ranking Game Title Publisher

1 Honour of Kings Tencent

2 Delta Force Tencent

3 Whiteout Survival Century Games
4 Peacekeeper Elite Tencent

5 Valorant Mobile Tencent

6 Fantasy Westward Journey NetEase

7 Anipop Happy Elements
8 Eggy Party NetEase

9 Fight of Golden Spatula Tencent

10 Fishing Battle Tuyoo

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: data.ai, Citi Research

Figure 7. Top 10 mobile games in China by monthly iOS

grossing (Jul 3,2026)
Ranking Game Title
Honour of Kings
Peacekeeper Elite
Delta Force
Sanguosha

Whiteout Survival
Anipop

Valorant Mobile
Eggy Party
Genshin Impact
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Fantasy Westward Journey

Publisher
Tencent
Tencent
Tencent

Yoka Games
NetEase
Century Games
Happy Elements
Tencent
NetEase
miHoYo

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.

Source: data.ai, Citi Research

SensorTower tracking suggested mobile grossing normalization in 2Q

Based on SensorTower tracking, we aggregate 210 games among Tencent’s game
portfolio to derive a total domestic iOS grossing of US$1.42bn in 2Q26, -19% qoq
and -1% yoy coming off from previous peak during CNY period.

In 2Q26, HoK generated an estimated iOS grossing of US$473mn per SensorTower,
-12% yoy and -14% qoq. iOS grossing of HoK increased sequentially from Mar to
US$162/177mn in Apr/May respectively, followed by sequential normalization at
US$134mn in Jun respectively.

Similarly, SensorTower suggested that iOS grossing for Peacekeeper Elite also
came off from CNY peak at US$223mn in 2Q26, comparing to US$344mn in 1Q26
and US$270mn in 2Q25, On the contrary, Delta Force’s domestic iOS grossing
remained steady at US$182mn in 2Q26, comparing to US$186mn in 1Q26 and only

US$56mnin 2Q25.
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Figure 8. Tencent domestic mobile game iOS grossing Figure 9. HoK monthly iOS grossing
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Figure 10. Peacekeeper Elite monthly iOS grossing Figure 11. Delta Force monthly iOS grossing
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Three new games released during 2Q26

Figure 12. Number of mobile games launched domestically by quarter
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Source: Company Reports, Citi Research Estimates
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Per our tracking, Tencent released 3 domestic titles during 2Q26, compared with 6
games launched in 2Q25 and 5 in 1Q26. This includes: 1) Honor of Kings: World (“E
ERE-HA"), a cross-platform open-world title with PC version released on Apr 10
and mobile version published on Apr 17; 2) Chaos Zero Nightmare (“k BB &%), a
mobile roguelite card RPG licensing from Smilegate and was released on May 28; 3)
Lineage Il Covenant (“X%& 11: B8%9”), a cross-platform (mobile + PC) MMORPG

licensing from NCSoft which was released in China on Jun 24.

Figure 13. New games launched by Tencent domestically in 2Q26 and Jul 2026

#(English name Chinese name Developer Genre Status Publishing timeline
Published mobile games

1 Honor of Kings: World (PC) FEEREHR Tencent RPG Published 10-Apr-26

2 Honor of Kings: World (mobile) FEFEREHR Tencent RPG Published 17-Apr-26

3 Chaos Zero Nightmare ECERE Tencent, Xiao Ming Tai Ji RPG Published 28-May-26

4 Lineage Il Covenant Kzl 884y NCSoft MMORPG Published 24-Jun-26

5 Just Dance: Party FEHEFF: =X Ubisoft Music Published 2-Jul-26

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: Company Reports, data.ai, Citi Research

Two new games slated to release in Jul 2026

Tencent currently has 109 mobile games in the pipeline, 64 of which have already
been approved by NPPA, or 59% of the entire pipeline. Entering 3Q26E, Tencent
has already released Just Dance: Party on Jul 2 and slated to release Ruston Jul 9
and Control Resonant by Sep 24. Tencent also commenced beta testing for key
new games including Monster Hunter Outlanders, Rainbow Six Siege and Animula
Nook. Below we list out major new games that will be launched within 2026E or
might have material influence for Tencent’s online game revenues in future:

B Just Dance: Party (“ZE/2HF: JEXS’): Just Dance: Party is a mobile dancing and

music game licensing from Ubisoft which was released in China by Tencent on
Jul 2. The title ranked #2 by iOS download on official release on Jul 2 and
currently ranked #19 by iOS download as of Jul 6, per data.ai.

B Rust (“SE/ZHL”): Rust is a cross-platform (PC + mobile) survival game licensing

from Facepunch which is scheduled to release in China on Jul 9. As of Jul 6, there
are over 3mn pre-registrations on WeChat Game Center.

® Animula Nook (“#z#ZFINA E): Animula Nook is a simulation title to be

published by Tencent. During TapTap Game Conference hosted on Jul 2, the title
is highlighted to commence the second beta testing by fall this year.

B Monster Hunter Outlanders (“/EEA : BFA”): Monster Hunter Outlanders is

an ARPG developed by Timi Studio licensing from Capcom with overseas version
being published by Level Infinite. The title has started to recruit new gamers for
next round of beta testing on Jul 2.

B Control Resonant (“/5#): Z#F’): Control Resonant is an ARPG title licensing

from Remedy Entertainment. During TapTap Game Conference hosted on Jul 2,
the title will be officially published by Tencent in China on Sep 24.

B Rainbow Six Siege (“FHIvS: IK#Y’): Rainbow Six Siegeis a 5V5 indoor
tactical shooting game licensed by Ubisoft and will be published by Tencent in
China region.
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B Rewinding Cadence (“J7#’): Rewinding Cadence is an ACG open-world title
developed by Saroasis Studios under Tencent.

Looking into summer season, we believe Tencent has prepared sufficient content
update for its evergreen titles in order to capture gamers’ wallet share during peak
summer season together with a few new releases set to release ahead as noted
above. Looking ahead, we expect Tencent’s game pipeline remains rich with
multiple key titles likely to support sustainable growth for Tencent’s online gaming
business. In 2026, we currently model domestic games revs to +7.1% yoy to
Rmb175.9bn and forecast international games revs to +9% yoy to Rmb84.2bn. We

model 2Q26 domestic games revs to +8% yoy to Rmb43.6bn and international
games revs to +9% to Rmb20.5bn.

Al-powered anti-addiction engine for minor protection

Reported by Sina Finance dated Jul 4 (link), Tencent Games announced minor
protection measures during summer 2026 on Jul 3. In addition to existing
requirements and regulations to limit weekly gaming time spent of minor, Tencent
Games will also introduce dual Al anti-addiction engines including risk assessment
of gamers’ real-time behavior and introducing voiceprint and age recognition on
top of existing facial recognition. Tencent will also upgrade its parenting platform
with Al chatbot feature by integrating with large models such as HY and DeepSeek.

Grossing performance of other overseas titles

Figure 14. PUBG Mobile iOS + Google Play overseas
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Figure 15. LoL: Wild Rift iOS + Google Play oversea grossing
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Figure 16. All-platform grossing of CODM worldwide
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Figure 17. All-platform grossing of six Supercell titles
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Figure 18. Tencent mobile games pipeline

#|English name Chinese name Developer Genre Status Publishing timeline
New mobile game pipel
1 Rust St Facepunch Survival approved 9-Jul-26
2 Control Resonant $Etl: LR Remedy Entertainment ARPG na 24-Sep-26
3 Honor of Kings: Chess FETTRIE Tencent Board & Card approved 2026
4 The Hidden Ones BAZTF Tencent ARPG approved 2026
5 The Finals LRI Embark Studios, Nexon FPS approved 2026
6 Lost Records: Bloom & Rage Lost Records: Bloom & Rage Don't Nod RPG na 2026
7 Ao Xing Re Lang Bagy Tencent TPS approved TBC
8 CrossFire: Rainbow (mobile + PC) ERAEAEE : HT Tencent FPS approved TBC
9 Squad (PC) ERAR/NBA BRI Offworld Industries FPS approved TBC
10 Vi Ke Si Xiao Dui (PC) STITH/INBA Tencent TPS approved TBC
11 Rewinding Cadence YIER Saroasis Studios RPG approved TBC
12 Virtual Circle R CDD Studio, Tencent Strategy na TBC
13 Chasing Kaleidorider IEE RS Fizzglee Studio, Tencent RPG approved TBC
14 Monster Hunter Outianders RIIEA . BRA Tencent, Capcom ARPG approved TBC
15 mo.co FERBEEE Supercell ARPG approved TBC
16 Red Alert: Honor LTEE: e EA Strategy approved TBC
17 Path of Exile 2 TRBLZRE: BEIE Grinding Gear Games ARPG approved TBC
18 Roco Kingdom: Spirit Card FETEEE: WA Tencent Board & Card approved TBC
19 ARC Raiders M A Embark Studios TPS approved TBC
20 The First Berserker: Khazan RSt Nexon ARPG na TBC
21 FC Dream Drama FCRERERIH Electronic Arts Simulation na TBC
22 Zhe Tian Shi Jie SEEHEER Tencent RPG na TBC
23 Cookie Run: Alliance T ABXEE Densisters ARPG na TBC
24 Animula Nook BORIAT/INAE Tencent Simulation approved TBC
25 Rules of Engagement: The Grey State  ARiS4525 Grey State Studio (Tencent) FPS approved TBC
26 Ragnarok Origin NLEE(EB: T Gravity MMORPG approved TBC
27 Xian Jie Da Zhang Men ALFRACEE] Zhi Meng Qing Jue Simulation approved TBC
28 Three Kingdoms =E: &bsEsa Tencent Strategy na TBC
29 New Three Kingdoms F=E: oM Zong Shen Guan Hai Strategy approved TBC
30 Project: 0O Project: 0O Tencent RPG na TBC
31 Project: Fate RS Xd Tencent Strategy na TBC
32 Project: Guofeng R @R Tencent TBC na TBC
33 Fate Trigger ENEIRAL Tencent, Saroasis Studios TPS approved TBC
34 Light of Motiram FEBFASIR Tencent Survival na TBC
35 Honor of Kings: Dawn EEIERE R Tencent Action approved TBC
36 Sword Snow Stride EchiRTIIT Tencent MMORPG approved TBC
37 Don't Starve: Newhome YUFE: #ERE Century Huatong, Klei Sandbox approved TBC
38 Uncharted Waters KARHSATE: M EFRE Koei Simulation approved TBC
39 AMortal's Journey to Immortality FLASZAE : 2iElis Tencent, China Lit RPG approved TBC
40 Calabiyau AL A= iDream Sky TPS approved TBC
41 Secret Knife FHETIT Tencent TBC approved TBC
42 MT5 FOUMTS Tencent MMORPG na TBC
43 Chio Hero EFREEAEHE Gutou Games Board & Card approved TBC
44 Metal Revolution EmITIR Next Studios Action approved TBC
45 Interstellar Utopia (mobile + PC) S RERARE Pixel Game Sandbox approved TBC
46 The War of Dragon Stones IR Tencent Strategy approved TBC
47 Tian Tian Fei Hu Dui ES TN Tencent TPS na TBC
48 Code: To Jin Yong RS: =R Tencent MMORPG na TBC
49 Xiu Xian Shi Dai AEWATE Electronic Soul RPG approved TBC
50 Phantom Blade Zero oL Soul Frame Game ARPG na TBC
51 Cronos: The New Dawn Cronos: The New Dawn Bloober Team Survival na TBC
52 Die Zhen Ying Xiong AR Tencent TBC approved TBC
53 Legends of Runeterra (China) RFSTAHIAES Riot Games Board & Card na TBC
54 Project L ProjectL Riot Games Action na TBC
55 Project F Project F Riot Games TBC na TBC
56 Hunting 55 Tencent TBC approved TBC
57 Handmade Planet Esw=t-3 Tencent Sandbox approved TBC
58 Chuanqi Tianxia R T Shengqu Games MMORPG approved TBC
59 The Division Resurgence SRR BB Ubisoft TPS approved TBC
60 Assassin's Creed Jade IS5 RER Ubisoft, Tencent ARPG approved TBC
61 Assassin's Creed Black Flag Resynced #2545 : SRIFICIZERE Ubisoft, Tencent ARPG na TBC
62 Heroes of Might and Magic BRI ZHMETEL: WMEFF  Ubisoft Strategy approved TBC
63 Rainbow Six Siege RS I Ubisoft FPS approved TBC
64 Tides of Annihilation SR %A Eclipse Glow Games ARPG na TBC (offline testing in summer)
65 Cosmo Tales Cosmo Tales Bohemia Interactive TPS na TBC
66 Everwind IS TR Bohemia Interactive Sandbox na TBC
67 New Eternal Love Fr=4==t4+EBEPiE Tencent Board & Card approved TBC
68 Haikyu!l Fly High HEBR/DEE :  SRAOMERR KLab, Changyou, Prophet Games Sports approved TBC
69 Guardians of the Dafeng KEFTEA Tencent MMORPG approved TBC
70 Yan Wu (R Tencent Strategy approved TBC
71 Legends of the Wild FEEFEE Whynot Games Strategy approved TBC
72 Star Era BrEswe5T Tencent Strategy na TBC
73 Slaythe Spire ESTEa=3 Mega Crit Games Board & Card approved TBC
74 New Nobunaga's Ambition i ==d: 5 5= Koei Strategy na TBC
75 The Three Kingdoms FLHERE Tencent Strategy approved TBC
76 Wu Dong Ji Guang SERNIIRC Tencent Music na TBC
77 Ace Force 2 EpRER2 Tencent FPS approved TBC
78 Story of Seasons BAHE Tencent, Manvelous Simulation na TBC
79 The Great Ruler KEESE: AT Tencent MMORPG na TBC
80 Kindlings of Civilization STEENGH Heimai Games Simulation approved TBC
81 Bad North Elvsg:cs:—3 Raw Fury Strategy na TBC
82 Stardew Valley EEETSIE ConcernedApe Simulation na TBC
83 The Silver Guardian: Confrontation FRZFEA: IR Oohhoo Games Board & Card approved TBC
84 Chuchel Bk Amanita Design Casual na TBC
85 Chinese Parents FRE=RE Coconut Island Studio Casual na TBC
86 Distrust P thifEEs Warm Lamp Games Strategy na TBC
87 The Night Dawn SRR 3249 Kingnet MMORPG approved TBC
88 Cong Qian You Zuo Jian Ling Shan AETEEERIR L Kaiser Culture RPG na TBC
89 Fullmetal Alchemist IR ARID Shogakukan TBC approved TBC
90 Wu Lin Xian Xia EARERER Tencent Board & Card approved TBC
91 MT Auto Chess FROUMT B34t Tencent Strategy approved TBC
92 My Hero Academia: Strongest Hero FRAOBERESEL : FROREELE Xinyuan Studio PG na TBC
93 Angry Birds Blast! TERRAONGS . LI5S Casual approved TBC
94 Dark Dungeon Survival - Lophis Fate FESIERRAOIFIR Fatiao Games Board & Card na TBC
95 Cats Atelier EFIHEIESR Cocone Casual na TBC
96 WonderWorlds IINVINSEEERBR Tequila Works Sandbox na TBC
97 Badland Brawl B HE: BLSE Frogmind Casual na TBC
98 Football Manager Mobile 2018 SREREEIBEERNIR2018 Sega Sports na TBC
99 Wu Xu Ci Yuan TERRTT Tencent RPG na TBC
100 Hypnos (SRR Ourpalm Board & Card approved TBC
101 Die: Jing Zhe i TR Hello Meow Studio Strategy na TBC
102 Strongest Demon Fighter =RIREs-t Tencent TPS approved TBC
103 Bring You Home HEREIZ Alike Studio Strategy approved TBC
104 Mao Mi Bie Zhui Wo SEHDKBIIETE Giant Network Casual approved TBC
105 Wove sE Tencent Music approved TBC
106 Set Offl Lord HE ! SREAA Tencent Strategy approved TBC
107 Paviovis Busy EESE IR Tencent Casual na TBC
108 Yan Qiu Ling B Tencent Casual na TBC
109 Health Battle fGREER AL Tencent Casual approved TBC

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: Company Reports, NPPA, data.ai, Citi Research

1



Tencent Holdings (0700.HK)
07 July 2026

Citi Research

PC games performance
LoL PC has commenced Mid-Season Invitational starting Jun 28

LoL PC has commenced its Mid-Season Invitational as the second global
tournament between Jun 28-Jul 12 which will be held in Daejeon in South Korea.
This year, 11 teams from Korea, China, EMEA, rest of APAC, North America and
Brazil will participate from play-in and bracket stages to compete for a prize pool of
US$2mn (US$500K for champion, US$300/240K for 1st/2" runner-up).

Nexon 2Q26 guidance

Nexon has not yet released the earnings date for its 2Q26 results. To recap during
1Q26 results call, Nexon guided 2Q26 China revs to be JPY16.78bn-20.82bn,
representing -38% to -23% yoy or -45% to -31% yoy on constant currency. For DnF
Mobile, management expects revenues to decline yoy in 2Q26 as the monetization
initiatives tied to the Apr update fell below management expectations, yet
management plans to leverage the Jun anniversary event to build momentum
ahead of the major update aligned with the Oct National Day holiday and a new
raid content. For DnF PC, management expects yoy revenue to decline as the May
anniversary update mainly aims to increase player base through major promotions
followed by new co-developed content from Tencent by summer.

Tencent Video updates

In the drama category, iQlYl was the standout performer, appearing on 7 of the Top
10 titles. Tencent Video was a close rival with 5 top dramas ranking the top 10 in
1H26, per Enlightent Data. In variety shows, Mango TV was the most distinctive
player, owning 4 exclusive titles. iQIYl and Tencent Video once again dominated the
high-viewership tier jointly, co-broadcasting the #1 show HaHaHaHaHa S6 and

#2 Keep Running S10, per Enlightent Data.

Figure 19.1H26 top 10 drama and variety show by viewership
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Program Name Viewership Broadcasting Platform(s)
Pursuit of Jade 3.43B iQlYl + Tencent Video

The Lead 1.86B Tencent Video

Xing Ya Season 2 1.43B iQlyl

The Epoch of Miyu 1.32B iQIYl + Tencent Video
Swords Into Plowshares 1.06B iQlYl, Tencent Video, Mango
Born with Luck 930M iQiyi

Tang Palace Strange Cases: T he Azure Phoenix 920M Youku

Shine On Me 880M Tencent Video

The Heir 840M iQiyi

How Dare You!? 790M iQiyi

Program Name Viewership Broadcasting Platform(s)
HaHaHaHaHa Season 6 890M iQlYl + Tencent Video

Keep Running Season 10 500M iQlYl, Tencent Video, Youku
Sisters Who Make Waves S7 450M Mango TV

Who's the Murderer Season 11 380M Mango TV

Wander Together 380M iQlyl

Hello Saturday 2026 300M Mango TV

Keep Running: The Heavenly Road 200M iQlYl, Tencent Video, Youku
Natural High Season 3 180M Tencent Video

Mr. Magic Song 170M Tencent Video

Viva La Romance 2026 160M Mango TV

© 2026 Citigroup Inc. No redistribution without Citigroup’s written permission.

Source: Citi Research, Enlightent Data
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QM of music platforms
As of May 2026, MAU of Kugou Music ranked No.1at 201mn, -9% yoy, vs QQ Music
at194mn (+1% yoy) and Soda Music at 167mn (+75% yoy). As of May 2026, DAU of
Soda Music (59mn) surpassed QQ Music (51mn) and Kugou Music (49mn). Time
spent of Kugou Music, QQ Music, and Soda Music was 23bn/17bn/16bn mins, and
average time spent per user was 116 mins/88 mins/96 mins respectively.
Figure 20. MAU (k) Figure 21. DAU (k)
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Source: Citi Research, Questmobile Source: Citi Research, Questmobile
Figure 22. Time spent (k mins) Figure 23. Average time spent per MAU (mins)
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Source: Citi Research, Questmobile Source: Citi Research, Questmobile

Buyback update till Jul 3(US$3.2bnin 2026 YTD)

Post 1Q26 print in mid-May to early-Jul 2026 as of July 3rd, Tencent had
repurchased 34.5mn shares for a total consideration of HK$15.3bn or US$1.9bn
within 32 trading days, implying average cost per share of HK$443.2. The total
buyback amount is higher than last period (from 4Q25 print to prior to 1926
blackout or end-Mar to early-Apr 2026) where a total of 7.61mn shares for a total
consideration of HK$3.78bn or US$482mn, implying average cost per share of
HK$4971. Given the typical shorter open window period between full year result
and 1Q print, there are limited days Tencent can execute its buyback program post
4Q25 print. Nevertheless, post the 1Q26 print, as mgmt also noted there has been
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dislocation of Tencent share price, the company has stepped up more aggressively
on its buyback program with average of HK$500mn per day. There is one more
week (July 6-10t) before the blackout period kicks in and if we assume the daily
buyback momentum stable around HK$500mn per day, we reconcile there could
be additional HK$2.5bn worth of shares to be bought back and could suggest the
total amount of buyback could reach HK$17.8bn or US$2.27bn during this open
window period. YTD (as of July 3"), we reconcile Tencent bought back a total of
52.33mn shares for a total consideration of US$3.2bn or HK$25.4bn.

Figure 24. Tencent Share Buyback

Number of shares Highest price (HKD) Lowest price (HKD)

Jul-2026 2,295,000 444 430
Jun-2026 22,034,100 476 41
May-2026 10,186,000 469 420
Apr-2026 5,161,000 515 485
Mar-2026 2,445,000 506 476
Jan-2026 10,205,000 638 601
Dec-2025 22,040,000 626 593
Nov-2025 9,232,000 641 607
Oct-2025 4,916,000 683 648
Sep-2025 19,152,000 667 591
Aug-2025 9,191,000 620 583
Jul-2025 7,017,000 508 493
Jun-2025 20,669,000 521 490
May-2025 9,784,000 524 496
Apr-2025 8,430,000 511 420
Mar-2025 5,924,000 518 495
Jan-2025 37,060,000 425 365

Source: Company Reports, Citi Research

Assessing Investment Portfolio

To recall during Tencent’s 1Q26 results call (link), management noted that it
believes the company has generally sustained good returns by managing product
portfolio over their full life cycle. Management remains confident in the franchise
value creation to enjoy a lengthy harvest period after incubation period to drive a
healthy return on sunk investment. Management will carefully balance their short-
term and long-term investments to unlock more business opportunities.

During investor webinar post 1Q26 results (link), management also noted capex
and buyback being important uses of capital especially as management views the
current Tencent share price as dislocated. Mgmt sees this as opportunistic timing
to step up more aggressively on its buyback efforts, and if necessary, mgmt is
willing to tap into its investment portfolio to fund its share buyback.

Recently on Jul 6 (link), Tencent has disposed 40% of its ownership in Kuaishou
through a block trade sale, reducing its stake from 15.68% to 9.37%.

While Tencent's core gaming and advertising businesses generate strong cash flow,
the significant and potentially unpredictable costs of its Al initiatives, coupled with
share price underperformance from a broader sector weakness, necessitate a
strategic re-evaluation of its capital allocation. Consequently, we believe the
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company will continue to evaluate divesting from its portfolio of mature or less
strategic companies that offer limited future synergies. This rotation will likely free
up capital to increase investments in high-priority, Al-related fields such as
models, chips, healthcare, and infrastructure. Furthermore, we expect
management to continuously weigh the returns of investing in its own shares
against its portfolio of companies, with opportunistic buybacks, strategic Al
investments, and Al-powered core business growth remaining the key priorities
over maintaining less strategic holdings.

Estimates revision

We have kept our existing estimates unchanged for this report.

Figure 25. Citi estimate revisions
Net revenues (Rmb m Non- GAAP Net Profit (Rmb m Non-GAAP Diluted EPS (Rmb)

Rmb (mn except per share data [o][:] New % Chg Old New % Chg [o][:] New % Chg
2Q26E 201,729 201,729 0.0% 66,250 66,250 0.0% 722 7.22 0.0%
3Q26E 210,032 210,032 0.0% 68,227 68,227 0.0% 7.44 7.44 0.0%
2026E 820,970 820,970 0.0% 267,621 267,621 0.0% 29.18 29.18 0.0%
2027E 893,678 893,678 0.0% 283,476 283,476 0.0% 30.91 30.91 0.0%
2028E 967,569 967,569 0.0% 313,569 313,569 0.0% 34.20 34.20 0.0%

© 2026 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: Citi Research Estimates

Figure 26. Citi detail revenue estimates revision
Rmb (mn Old New % Chg Old New % Chg Old New % Chg [o]:] New % Chg Old New % Chg
Total online games 64,124 64,124 0.0% 68,364 68,364 0.0% 260,119 260,119 0.0% 281,590 281,500 0.0% 302,891 302,891 0.0%
yoy growth rate % 8.3% 8.3% 7.5% 7.5% 7.7% 7.7% 8.3% 8.3% 7.6% 7.6%
PC gaming 11,973 11,973 0.0% 12,933 12,933 0.0% 49,524 49,524 0.0% 49,296 49,296 0.0% 49,106 49,106 0.0%
Mobile gaming 52,151 52,151 0.0% 56,431 56,431 0.0% 210,595 210,595 0.0% 232,294 232,294 0.0% 253,785 253,785 0.0%
Smartphone games 68,752 68,752 0.0% 73,141 73,141 0.0% 280,687 280,687 0.0% 306,857 306,857 0.0% 335,735 335,735 0.0%
yoy growth rate % 16.8% 16.8% 16.8% 16.8% 18.3% 18.3% 9.3% 9.3% 9.4% 9.4%
Domestic Games 43,632 43,632 0.0% 45,796 45,796 0.0% 175,893 175,893 0.0% 188,958 188,958 0.0% 202,185 202,185 0.0%
yoy growth rate % 8.0% 8.0% 7.0% 7.0% 7.1% 7.1% 7.4% 7.4% 7.0% 7.0%
International Games 20,492 20,492 0.0% 22,568 22,568 0.0% 84,226 84,226 0.0% 92,632 92,632 0.0% 100,708 100,708 0.0%
yoy growth rate % 9.0% 9.0% 8.5% 8.5% 9.0% 9.0% 10.0% 10.0% 8.7% 8.7%
Total community and platform 32,180 32,180 0.0% 33,108 33,108 0.0% 128,566 128,566 0.0% 134,609 134,609 0.0% 140,860 140,860 0.0%
yoy growth rate % 0.0% 0.0% 2.6% 2.6% 0.7% 0.7% 4.7% 4.7% 4.6% 4.6%
Community and open platforms 18,470 18,470 0.0% 18,520 18,520 0.0% 72,588 72,588 0.0% 73217 73,271 0.0% 73,833 73833 0.0%
Non-mobile game 13,710 13,710 0.0% 14,588 14,588 0.0% 55,977 55,977 0.0% 61,331 61,331 0.0% 67,027 67,027 0.0%
Online advertising 42,553 42,553 0.0% 42,766 42,766 0.0% 172,116 172,116 0.0% 196,822 196,822 0.0% 221,346 221,346 0.0%
yoy growth rate % 19.0% 19.0% 18.0% 18.0% 18.7% 18.7% 14.4% 14.4% 12.5% 12.5%
Others 62,872 62,872 0.0% 65,794 65,794 0.0% 260,169 260,169 0.0% 280,657 280,657 0.0% 302,472 302,472 0.0%
yoy growth rate % 9.6% 9.6% 8.3% 8.3% 9.5% 9.5% 7.9% 7.9% 7.8% 7.8%
Fintech and Business services 60,534 60,534 0.0% 63,410 63,410 0.0% 249,816 249,816 0.0% 270,101 270,101 0.0% 291,709 291,709 0.0%
yoy growth rate % 9.0% 9.0% 9.0% 9.0% 8.9% 8.9% 8.1% 8.1% 8.0% 8.0%
Cloud revs 14,019 14,019 0.0% 15,953 15,953 0.0% 59,445 59,445 0.0% 69,688 69,688 0.0% 79,668 79,668 0.0%
yoy growth rate % 24.0% 24.0% 23.0% 23.0% 22.8% 22.8% 17.2% 17.2% 14.3% 14.3%
Total revenues 201,729 201,729 0.0% 210,032 210,032 0.0% 820,970 820,970 0.0% 893,678 893,678 0.0% 967,569 967,569 0.0%
yoy growth rate % 9.3% 9.3% 8.9% 8.9% 9.2% 9.2% 8.9% 8.9% 8.3% 8.3%
Gross profit 114,827 114,827 0.0% 119,361 119,361 0.0% 464,787 464,787 0.0% 508,667 508,667 0.0% 554,356 554,356 0.0%
yoy growth rate % 9.3% 9.3% 9.7% 9.7% 10.0% 10.0% 9.4% 9.4% 9.0% 9.0%
GPM 56.9% 56.9% 56.8% 56.8% 56.6% 56.6% 56.9% 56.9% 57.3% 57.3%
Non-GAAP Operating profit 73,202 73,202 0.0% 75,392 75,392 0.0% 295,678 295,678 0.0% 312,097 312,097 0.0% 344,505 344,505 0.0%
yoy growth rate % 5.7% 5.7% 3.9% 3.9% 5.4% 5.4% 5.6% 5.6% 10.4% 10.4%
Non-GAAP OPM 36.3% 36.3% 35.9% 35.9% 36.0% 36.0% 34.9% 34.9% 35.6% 35.6%
Non-GAAP net profit 66,250 66,250 0.0% 68,227 68,227 0.0% 267,621 267,621 0.0% 283,476 283,476 0.0% 313,569 313,569 0.0%
Yoy growth rate % 5.1% 5.1% -3.3% -3.3% 31% 31% 5.9% 5.9% 10.6% 10.6%
Non-GAAP NM 32.8% 32.8% 32.5% 32.5% 32.6% 32.6% 31.7% 31.7% 324% 324%
Source: Bloomberg, Citi Research Estimates
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Figure 27. Citi estimates vs Bloomberg consensus

Total revenues (RMB m) Non-GAAP Net Profit (RMB m) Non-GAAP Diluted BPADS (RMB)
RMB m (except per share data) Citi Consensus % Dif Citi Consensus % Chg Citi Consensus % Chg
2Q26E 201,729 203,855 -1.0% 66,250 69,144 -4.2% 7.22 7.53 -4.1%
3Q26E 210,032 212,443 -1.1% 68,227 71,115 -4.1% 7.44 7.74 -3.8%
2026E 820,970 829,137 -1.0% 267,621 276,364 -3.2% 29.18 30.18 -33%
2027E 893,678 907,463 -1.5% 283,476 303,908 -6.7% 30.91 33.46 -7.6%
2028E 967,569 994,837 -2.7% 313,569 337,933 -7.2% 34.20 37.14 -7.9%

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission.
Source: Bloomberg, Citi Research Estimates

2Q26E Preview

Tencent will report 2Q26 results after HK market close on Aug 12t.

B Total revs and net profit — We model 2Q26 total revs to up 9.3% yoy to
Rmb201.7bn and non-GAAP net profit to +5.1% yoy to Rmb66.25bn or 32.8%
margin, vs. Bloomberg consensus of Rmb203.9bn (+10.5% yoy) and Rmb69.1bn
(34% margin).

m VAS and games - We forecast total VAS +5.4% yoy to Rmb96.3bn with total
online games +8.3% yoy to Rmb64.1bn and community and platform revs
+0.0% yoy to Rmb32.2bn.

® Domestic vs international games — We forecast domestic games to +8% yoy to
Rmb43.6bn driven by continued strength of Delta Force, and stable but softer
seasonality performance of HoK and Peacekeeper and model international
games +9% yoy to Rmb20.5bn attributed to Call of Duty Mobile, PUBG Mobile
and Valorant.

B Advertising - We model online ad revs +19% yoy to Rmb42.5bn benefited from
new ad load in Video Account and better eCPM on the back of continued Ad tech
improvement.

B Fintech and business services - We model FBS revs up 9% yoy to Rmb60.5bn,
of which cloud revs +24% yoy to Rmb14bn and fintech revs +5.2% yoy to
Rmb46.5bn.

B Margins — We model total gross margin of 56.9%, vs. 56.6% in 1Q26 and 56.9%
in 2Q25. We forecast VAS, online ad and FBS gross margins at 62%, 60% and
51%, vs 62.6%, 55% and 52.1% in 1Q26. We forecast non-GAAP OpM of 36.3%,
vs. 38.5% in the last quarter and 37.5% in 2Q25.

B Net profit and margins — We model GAAP profit of Rmb55.3bn (27.4% margin)
and non-GAAP net profit of Rmb66.25bn or EPS of Rmb7.22 (+5.1% yoy or
32.8% net margins) vs Bloomberg consensus of Rmb69.1bn or Rmb7.53/share.

B Expectation: We expect Tencent to report solid top-line growth with potential
upside risk to our estimates on gaming revs while potential pressure on FBS for
both our and consensus forecast. We also note that our non-GAAP Op and
non-GAAP NP assumption is more conservative than consensus. That said, we
believe Tencent will continue to disclose the operating profit with and without Al
investment to better reflect its continued Al investment.
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B Focus on the call: 1) feedback on recent Al agent testing on WeChat; 2) next
iteration and version of HY model; 3) Al investment and token usage; 4)
monetization of WorkBuddy and other Al product; 5) existing games
performance and upcoming new games pipeline; 6) ad load, eCPM and ad
budget sentiment and demand; 7) macro outlook for 2H26 and 8) investment
portfolio, buyback and Al investment.

3Q26E outlook

We model 3Q26 total revs to up 8.9% yoy to Rmb210bn and non-GAAP NP to
decline 3.3% yoy to Rmb68.2bn (32.5% margin) vs Bloomberg consensus of
Rmb212.4bn (+10.1% yoy) and Rmb71.1bn (33% margin).

Maintain Buy and adjust TP to HK$758

While we kept our estimates unchanged, our TP has been adjusted slightly to
HK$758 (from HK$763) mainly reflecting the latest change in its investment
portfolio valuation. Our TP implies 22.8x 2026E and ~21.5x 2027E P/E.

B Online games — We apply 12x P/E (unchanged) to 2027E estimated games net
profit of Rmb133.8bn and yield a valuation of HK$194 per share or 26% of our
target price.

B Online advertising — We apply 20x P/E (unchanged) to 2027E estimated ads
profit of Rmb83.6bn and yield a valuation of HK$202 per share or 27% of target
price.

B Social network — While we attribute the non-gaming revs (community platform
revs) as overall social network revs, given the WeChat, QQ and other Tencent
apps, we apply 25x (unchanged) P/E to the estimated profit of Rmb61.9bn and
yield a valuation of HK$187 per share or 25% of target price.

B Fintech - We apply 15x P/E to estimated profit of Rmb48.8bn and yield a
valuation of HK$88 per share or 12% of target price.

B Cloud/business services — We apply 5x P/S (average of China peers) to 2027E
estimated Business services revs of Rmb69.7bn and yield a valuation of HK$42
per share or 6% of target price.

B Investment portfolio — We apply 30% discount to equity stake in publicly listed
investment portfolio and result to HK$46/share or 6% of target price.

Into 2H26, we expect focus remain on Agentic Al testing within WeChat,
integration of Mini Program with Hy3, release of next iteration/upgrade of Hy model
and capex spend. Moreover, we believe Tencent will continue to evaluate its
investment portfolio with rotation and rebalance between strategic Al-related
investment vs maturing industry with limited future synergies. Opportunistic
buyback and Al investment as well as strengthening core business growth
empowering with Al enhancement will remain as key priorities, in our view.

Maintain Buy and continue to believe Tencent possess catalysts to re-rate once it
has proven successful Agentic Al and overall Al strategies.
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Figure 28. SOTP valuation of Tencent
Revenues in 2027E Non-GAAP Profit in PE Multiple Valuation (HK$ mn) Value Per re (HK$) Valuation (US$ m % of implied value
(Rmb mn) 2027E (Rmb mn) (P/S for Cloud)
Online gaming 281,590 133,755 12 1,774,636 194 223,955 26%
Online advertising 196,822 83,649 20 1,849,736 202 233,432 27%
Social Network (WeChat + QQ) 134,609 61,920 25 1,711,547 187 215,993 25%
Fintech 200,413 48,851 15 810,177 88 102,242 12%
Cloud (business services) 69,688 6,272 5 385,251 42 48,618 6%
Other business 10,556 (50,971) - - - 0%
Investment Portfolio (at 30% discount) 420,511 46 53,615 6%
Total 893,678 283,476 6,951,859 758 877,856 100%
Source: Citi Research Estimates
Figure 29. Tencent — Forward PE Figure 30. Tencent - PE Band
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Figure 31. Income statement

Year to 31 Dec (Rmb mn) 2025 1Q26 2Q26E 3Q26E 4Q26E 2026E 2027E 2028E
Revenues
VAS 369,281 96,110 96,304 101,472 94,798 388,685 416,199 443,751
Total online games 241,600 64,200 64,124 68,364 63,431 260,119 281,590 302,891
- Domestic Games 164,300 45,400 43,632 45,796 41,065 175,893 188,958 202,185
- International Games 77,300 18,800 20,492 22,568 22,366 84,226 92,632 100,708
Total community and platform 127,681 31,910 32,180 33,108 31,368 128,566 134,609 140,860
Online advertising 144,973 38,171 42,553 42,766 48,627 172,116 196,822 221,346
Media advertising 19,052 5,154 4,488 4,348 5,410 19,400 19,073 19,521
Social and others advertising 125,921 33,017 38,065 38,418 43,216 152,716 177,748 201,825
Others 237,512 62177 62,872 65,794 69,326 260,169 280,657 302,472
Total revenues 751,766 196,458 201,729 210,032 212,751 820,970 893,678 967,569
YoY change 13.9% 9.1% 9.3% 8.9% 9.5% 9.2% 8.9% 8.3%
Cost of revenues
VAS 146,985 35,983 36,596 38,559 37,445 148,583 161,253 171,253
Online advertising 61,584 17,181 17,021 17,106 18,964 70,273 77,417 87,067
Others 120,604 32,029 33,285 35,005 37,008 137,327 146,340 154,893
Total cost of revenues 329,173 85,193 86,902 90,671 93,417 356,184 385,010 413,213
Gross profit 422,593 111,265 114,827 119,361 119,334 464,787 508,667 554,356
Gross margin 56.2% 56.6% 56.9% 56.8% 56.1% 56.6% 56.9% 57.3%
Other operating exp/(income) 3,177 (1,253) (1,500) (1,500) (1,500) (5,753) (6,000) (6,000)
Selling and marketing 41,727 11,343 13,718 13,022 13,829 51,911 54,695 55,372
General and administration 136,127 33,800 38,329 41,586 44,678 158,393 185,682 199,477
Total operating expenses 181,031 43,890 50,546 53,108 57,007 204,551 234,377 248,849
Operating profit 241,562 67,375 64,281 66,253 62,327 260,236 274,290 305,507
Operating margin 32.1% 34.3% 31.9% 31.5% 29.3% 31.7% 30.7% 31.6%
Non-GAAP operating profit 280,656 75,627 73,202 75,392 71,458 295,678 312,097 344,505
Non-GAAP operating margin 37.3% 38.5% 36.3% 35.9% 33.6% 36.0% 34.9% 35.6%
Finance income, net (15,130) (2,979) (2,979) (2,979) (2,979) (11,916) (11,516) (11,116)
Share of loss of jointly controlled entity 23,740 3,620 3,520 3,610 3,600 14,350 14,870 15,390
Share of losses of associates - - - - - - - -
Profit before tax 277,249 73,969 70,756 73,009 69,274 287,008 303,289 339,104
Income tax expense (47,448) (14,577) (14,151) (14,602) (13,855) (57,185)  (60,658) (67,821)
Minority interest (4,959) (1,299) (1,294) (1,284) (1,274) (5,151) (5,011) (4,871)
Net income 224,842 58,093 55,311 57,123 54,145 224,672 237,621 266,412
Net margin 29.9% 29.6% 27.4% 27.2% 25.5% 27.4% 26.6% 27.5%
Diluted EPS (RMB) 24.15 6.30 6.03 6.23 5.90 24.49 25.91 29.06
Diluted EPS (HKD) 271 77 6.86 7.09 6.72 27.88 29.49 33.07
Non-GAAP net income 259,626 67,905 66,250 68,227 65,240 267,621 283,476 313,569
Non-GAAP Net margin 34.5% 34.6% 32.8% 32.5% 30.7% 32.6% 31.7% 32.4%
Non-GAAP diluted EPS (RMB) 27.88 7.36 7.22 7.44 711 29.18 30.91 34.20
Non-GAAP diluted EPS (HKS$) 31.29 8.38 8.22 8.47 8.10 33.20 35.18 38.92
Diluted shares average (m) 9,244 9,173 9173 9,172 9,172 9172 9,170 9,168

Source: Citi Research Estimates
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Tencent Holdings (0700.HK; HK$461.2; 1; 07 Jul 26; 16:10)
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Bull/Bear: Tencent Holdings (0700.HK)

HK$ 834.00 HK$758.00 HK$ 397.00
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Current Price and expected returns (upside/downside) as of 06 Jul 2026
BULL Assumptions

QEG',‘ ¢ Online gaming multiple of 15x.
« Online advertising multiple of 22x.

¢ Social network multiple of 26x.

BASE Assumptions
_$_ ¢ Online gaming multiple of 12x.
¢ Online advertising multiple of 20x.

+ Social network multiple of 25x.

BEAR Assumptions
@ + Online gaming multiple of 5x.
+ Online advertising multiple of 8x.

« Social network multiple of 8x.
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Tencent Holdings

Company description

Founded in 1998, Tencent is a leading Internet company in China engaged in
multiple business lines including online games, social networking services,
online advertising, and mobile value-added services. It has extended its
leadership in PC over to mobile Internet with Mobile QQ and Weixin/WeChat.
The company was listed on the main board of Hong Kong Stock Exchange in
June 2004.

Investment strategy

We rate Tencent shares as Buy. We are positive on Tencent’s overall strategic
direction based on its mobile open platform initiatives that positions it to
capture the significant opportunities in China’s mobile Internet growth over
the next few years. Leveraging off its sticky, integrated mobile user platform
on WeChat, Tencent should be able to drive earnings growth by monetizing its
strengths in mobile advertising, mobile gaming, and mobile payments.

Valuation

Our target price of HK$758 is based on a SOTP approach, which implies 22.8x
2026E and ~21.5x 2027E P/E. Our SOTP is based on the following: 1) Online
games — We apply a 12x P/E to our 2027 estimated games net profit of
Rmb134bn and yield a valuation of HK$194 per share, or 26% of our target
price; 2) Online advertising — We apply a 20x P/E to our 2027 estimated ads
profit of Rmb84bn which yields a valuation of HK$202 per share, or 27% of
our target price; 3) Social network — While we attribute the non-gaming revs
(community platform revs) as overall social network revs, given the WeChat,
QQ, and other Tencent apps, we apply a 25x P/E to the estimated profit of
Rmb62bn and yield a valuation of HK$187 per share, or 25% of our target
price; 4) Fintech — We apply a 15x P/E to our estimated profit of Rmb49bn and
yield a valuation of HK$88 per share, or 12% of our target price; 5)
Cloud/business services — We apply a 5x P/S (average of China peers) to our
2027 estimated Business services revs of Rmb70bn, which yields a valuation
of HK$42 per share, or 6% of our target price; 6) Investment portfolio - We
apply a 30% discount to the equity stake in the publicly listed investment
portfolio which implies HK$46/share.

Risks

Downside risks that could prevent the Tencent shares from reaching our
target price include: i) a faster-than-expected revenue slowdown in core PC
games; ii) unsuccessful launches of new mobile games; iii) a decline of Honor
of Kings ranking and momentum; iv) a further slowdown in China’s economy,
which might negatively affect advertising demand; and v) a change in the
regulatory environment.
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The Firm has made a market in the publicly traded equity securities of Kuaishou Technology on at least one occasion since 1
Jan 2025.

The Firm has made a market in the publicly traded equity securities of NetEase Inc on at least one occasion since 1Jan 2025.
The Firm has made a market in the publicly traded equity securities of Tencent Holdings Ltd on at least one occasion since 1
Jan 2025.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the
past 12 months from Automatic Data Processing Inc,China Literature,Kuaishou,Tencent Holdings, Tencent Music
Entertainment.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation
for investment banking services from China Literature,Tencent Holdings,Tencent Music Entertainment.

Citigroup Global Markets Inc. or its affiliates received compensation for products and services other than investment banking
services from Automatic Data Processing Inc,Capcom,Century Huatong,China Literature,Electronic Arts Inc,Koei Tecmo
Holdings,Kuaishou,NetEase,Nexon,Ourpalm,Tencent Holdings,Tencent Music Entertainment,Yuanbao,iQlYl in the past 12
months.

Citigroup Global Markets Inc. or its affiliates currently has, or had within the past 12 months, the following as investment
banking client(s): Automatic Data Processing Inc,China Literature,Kuaishou,Tencent Holdings, Tencent Music Entertainment.
Citigroup Global Markets Inc. or its affiliates currently has, or had within the past 12 months, the following as clients, and the
services provided were non-investment-banking, securities-related: Automatic Data Processing Inc,Century Huatong,China
Literature,Electronic Arts Inc,Koei Tecmo Holdings,Kuaishou,NetEase,Ourpalm,Tencent Holdings,Tencent Music
Entertainment.

Citigroup Global Markets Inc. or its affiliates currently has, or had within the past 12 months, the following as clients, and the
services provided were non-investment-banking, non-securities-related: Automatic Data Processing Inc,Capcom,Century
Huatong,China Literature,Electronic Arts Inc,Kuaishou,NetEase,Nexon,Ourpalm,Tencent Holdings,Tencent Music
Entertainment,Yuanbao,iQIlYI.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to China Literature,Electronic
Arts Inc,Kuaishou,Tencent Holdings, Tencent Music Entertainment. (For an explanation of the determination of significant
financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)
Analysts’ compensation is determined by Citi Research management and Citigroup’s senior management and is based upon
activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates (the “Firm”).
Compensation is not linked to specific transactions or recommendations. Like all Firm employees, analysts receive
compensation that is impacted by overall Firm profitability which includes investment banking, sales and trading, and
principal trading revenues. One factor in equity research analyst compensation is arranging corporate access events between
institutional clients and the management teams of covered companies. Typically, company management is more likely to
participate when the analyst has a positive view of the company.

For financial instruments recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider
in such financial instruments (and any underlying instruments) and may act as principal in connection with transactions in
such instruments. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may
engage in securities transactions in a manner inconsistent with the Product and, with respect to securities covered by the
Product, will buy or sell from customers on a principal basis.

24



Tencent Holdings (0700.HK) .
07 July 2026 Citi Research
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Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst
expectations of expected total return ("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus
the dividend yield for a stock within the next 12 months. The target price is based on a 12 month time horizon. The Investment
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered
stock not assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient
valuation drivers and/or investment catalysts to derive a positive or negative investment view, they may elect with the approval
of Citi Research management not to assign a target price and, thus, not derive an ETR. Citi Research may suspend its rating
and target price and assign “Rating Suspended” status for regulatory and/or internal policy reasons. Citi Research may also
suspend its rating and target price and assign "Under Review" status for other exceptional circumstances (e.g. lack of
information critical to the analyst's thesis, trading suspension) affecting the company and/or trading in the company's
securities. In both such situations, the rating and target price will show as “—* and “-“ respectively in the rating history price
chart. Prior to 11 April 2022 Citi Research assigned “Under Review” status to both situations and prior to 11 Nov 2020 only in
exceptional circumstances. As soon as practically possible, the analyst will publish a note re-establishing a rating and
investment thesis. Investment ratings are determined by the ranges described above at the time of initiation of coverage, a
change in investment and/or risk rating, or a change in target price (subject to limited management discretion). At times, the
expected total returns may fall outside of these ranges because of market price movements and/or other short-term volatility
or trading patterns. Such interim deviations will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only
after evaluating the stock's expected performance and risk.

Catalyst Watch/Short Term Views (“STV”) Ratings Disclosure:

Catalyst Watch and STV Upside/Downside calls: Citi Research may also include a Catalyst Watch or STV Upside or Downside
call to indicate the analyst expects the share price to rise (fall) in absolute terms over a specified period of 30 or 90 days in
reaction to one or more specific near-term catalysts or events impacting the company or the market. A Catalyst Watch will be
published when Analyst confidence is high that an impact to share price will occur; it will be a STV when confidence level is
moderate. A Catalyst Watch or STV Upside/Downside call will automatically expire at the end of the specified 30/90 day
period. The Catalyst Watch will also be automatically removed if share price performance (calculated at market close) exceeds
15% against the direction of the call (unless over-ridden by the analyst). The analyst may also remove a Catalyst Watch or STV
call prior to the end of the specified period in a published research note. A Catalyst Watch/STV Upside or Downside call may be
different from and does not affect a stock’s fundamental equity rating, which reflects a longer-term total absolute return
expectation. For purposes of FINRA ratings-distribution-disclosure rules, a Catalyst Watch/STV Upside call corresponds to a
buy recommendation and a Catalyst Watch/STV Downside call corresponds to a sell recommendation. Any stock not assigned
to a Catalyst Watch Upside, Catalyst Watch Downside, STV Upside, or STV Downside call is considered Catalyst Watch/STV
No View. For purposes of FINRA ratings distribution-disclosure rules, we correspond Catalyst Watch/STV No View to Hold in
our ratings distribution table for our Catalyst Watch/STV Upside/Downside rating system. However, we reiterate that we do
not consider No View to be a recommendation. For all Catalyst Watch/STV Upside/Downside calls, risk exists that the
catalyst(s) and associated share-price movement will not materialize as expected.

RESEARCH ANALYST AFFILIATIONS / NON-US RESEARCH ANALYST DISCLOSURES
The legal entities employing the authors of this report are listed below (and their regulators are listed further herein). Non-US
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research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed
by Citigroup Global Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not
be associated persons of the member organization (but are employed by an affiliate of the member organization) and therefore
may not be subject to the FINRA Rule 2241 restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account.

Citigroup Global Markets Asia Limited Vicky Wei, CFA; Nelson Cheung; Alicia Yap, CFA
OTHER DISCLOSURES

Any price(s) of instruments mentioned in recommendations are as of the prior day’s market close on the primary market for the
instrument, unless otherwise stated.

The completion and first dissemination of any recommendations made within this research report are as of the Eastern date-
time displayed at the top of the Product. If the Product references views of other analysts then please refer to the price chart or
rating history table for the date/time of completion and first dissemination with respect to that view.

Regulations in various jurisdictions require that where a recommendation differs from any of the author’s previous
recommendations concerning the same financial instrument or issuer that has been published during the preceding 12-month
period that the change(s) and the date of that previous recommendation are indicated. For fundamental coverage please refer
to the price chart or rating change history within this disclosure appendix or the issuer disclosure summary at
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Citi Research has implemented policies for identifying, considering and managing potential conflicts of interest arising as a
result of publication or distribution of investment research. A description of these policies can be found
at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

The proportion of all Citi Research research recommendations that were the equivalent to "Buy","Hold","Sell" at the end of each
quarter over the prior 12 months (with the % of these that had received investment firm services from Citi in the prior 12 months
shown in brackets) is as follows; Q12026 Buy 33%(63%), Hold 44% (52%), Sell 23% (46%), RV 0.5% (89%): Q4 2025 Buy 33%
(63%), Hold 44% (50%), Sell 23% (46%), RV 0.4% (91%); Q3 2025 Buy 33% (61%), Hold 44% (52%), Sell 23% (50%), RV 0.4%
(80%); Q2 2025 Buy 33%(63%), Hold 44% (51%), Sell 23% (49%), RV 0.4% (86%). For the purposes of disclosing
recommendations other than for equity (whose definitions can be found in the corresponding disclosure sections), "Buy"
means a positive directional trade idea; "Sell" means a negative directional trade idea; and "Relative Value" means any trade
idea which does not have a clear direction to the investment strategy.

European regulations require a 5 year price history when past performance of a security is referenced. CitiVelocity’s Charting
Tool (https://www.citivelocity.com/cv2/#go/CHARTING_3_Equities) provides the facility to create customisable price charts
including a five year option. This tool can be found in the Data & Analytics section under any of the asset class menus in
CitiVelocity (https://www.citivelocity.com/). For further information contact CitiVelocity support
(https://www.citivelocity.com/cv2/go/CLIENT_SUPPORT). The source for all referenced prices, unless otherwise stated, is
DataCentral, which sources price information from LSEG Data & Analytics. Past performance is not a guarantee or reliable
indicator of future results. Forecasts are not a guarantee or reliable indicator of future performance.

Investors should always consider the investment objectives, risks, and charges and expenses of an ETF carefully before
investing. The applicable prospectus and key investor information document (as applicable) for an ETF should contain this and
other information about such ETF. It is important to read carefully any such prospectus before investing. Clients may obtain
prospectuses and key investor information documents for ETFs from the applicable distributor or authorized participant, the
exchange upon which an ETF is listed and/or from the applicable website of the applicable ETF issuer. The value of the
investments and any accruing income may fall or rise. Any past performance, prediction or forecast is not indicative of future or
likely performance. Any information on ETFs contained herein is provided strictly for illustrative purposes and should not be
deemed an offer to sell or a solicitation of an offer to purchase units of any ETF either explicitly or implicitly. The opinions
expressed are those of the authors and do not necessarily reflect the views of ETF issuers, any of their agents or their affiliates.

Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership
of 1% or more in the debt securities of the subject issuer.

Please be advised that pursuant to Executive Order 13959 as amended (the “Order”), U.S. persons are prohibited from
investing in securities of any company determined by the United States Government to be the subject of the Order. This
research is not intended to be used or relied upon in any way that could result in a violation of the Order. Investors are
encouraged to rely upon their own legal counsel for advice on compliance with the Order and other economic sanctions
programs administered and enforced by the Office of Foreign Assets Control of the U.S. Treasury Department.

This communication is directed at persons who are "Eligible Clients" as such term is defined in the Israeli Regulation of
Investment Advice, Investment Marketing and Investment Portfolio Management law, 1995 (the "Advisory Law"). Within Israel,
this communication is not intended for retail clients and Citi will not make such products or transactions available to retail
clients or to non-Eligible Clients. The presenter is not licensed as investment advisor or investment marketer by the Israeli
Securities Authority (“ISA”) and this communication does not constitute investment or marketing advice. The information
contained herein may relate to matters that are not regulated by the ISA. Any securities which are the subject of this
communication may not be offered or sold to any Israeli person except pursuant to a security offering exemption according to
the Israeli Securities Law, 1968and the public offering rules provided thereunder.
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Citi Research broadly and simultaneously disseminates its research content to the Firm’s institutional and retail clients via the
Firm’s proprietary electronic distribution platforms (e.g., Citi Velocity and various Global Wealth platforms). As a convenience,
certain, but not all, research content may be distributed through third party aggregators. Clients may receive published
research reports by email, on a discretionary basis, and only after such research content has been broadly disseminated.
Certain research is made available only to institutional investors to satisfy regulatory requirements. The level and types of
services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment
focus and perspective (e.g. market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client
relationship with the Firm and legal and regulatory constraints.

Pursuant to Comissao de Valores Mobilidrios Resolucdo 20 and ASIC Regulatory Guide 264, Citi is required to disclose whether
a Citi related company or business has a commercial relationship with the subject company. Considering that Citi operates
multiple businesses in more than 100 countries around the world, it is likely that Citi has a commercial relationship with the
subject company.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are
not deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment
risks, including the possible loss of the principal amount invested. The Product is for informational purposes only and is not
intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the
Product must take into account existing public information on such security or any registered prospectus. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine
the accuracy and completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's
research department has received assistance from the subject company(ies) referred to in this Product including, but not
limited to, discussions with management of the subject companyf(ies). Firm policy prohibits research analysts from sending
draft research to subject companies. However, it should be presumed that the author of the Product has had discussions with
the subject company to ensure factual accuracy prior to publication. Statements and views concerning ESG (environmental,
social, governance) factors are typically based upon public statements made by the affected company or other public news,
which the author may not have independently verified. ESG factors are one consideration that investors may choose to
examine when making investment decisions. All opinions, projections and estimates constitute the judgment of the author as
of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other
departments within the Firm advising the companies discussed in this Product, information obtained in such role is not used in
the preparation of the Product. Although Citi Research does not set a predetermined frequency for publication, if the Product is
a fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered
issuers, including in response to news affecting the issuer. For non-fundamental research reports, Citi Research may not
provide regular updates to the views, recommendations and facts included in the reports. Notwithstanding that Citi Research
maintains coverage on, makes recommendations concerning or discusses issuers, Citi Research may be periodically restricted
from referencing certain issuers due to legal or policy reasons. Where a component of a published trade idea is subject to a
restriction, the trade idea will be removed from any list of open trade ideas included in the Product. Upon the lifting of the
restriction, the trade idea will either be re-instated in the open trade ideas list if the analyst continues to support it or it will be
officially closed. Citi Research may provide different research products and services to different classes of customers (for
example, based upon long-term or short-term investment horizons) that may lead to differing conclusions or
recommendations that could impact the price of a security contrary to the recommendations in the alternative research
product, provided that each is consistent with the rating system for each respective product.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be
registered with, nor be subject to the reporting requirements of the U.S. Securities and Exchange Commission. There may be
limited information available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting
standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less
liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may
have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S.
investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but
investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from
the Firm may be prohibited in certain states or other jurisdictions from purchasing securities mentioned in the Product from
the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. takes responsibility for the
Product in the United States. Any orders by US investors resulting from the information contained in the Product may be
placed only through Citigroup Global Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first
named author is employed by.

The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and
AFSL No. 240992), participant of the ASX Group and regulated by the Australian Securities & Investments Commission.
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Citigroup Centre, 2 Park Street, Sydney, NSW 2000. Citigroup Global Markets Australia Pty Limited is not an Authorised
Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the Australian Prudential Regulation Authority.

The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao
de Valores Mobiliarios ("CVM"), BACEN - Brazilian Central Bank, APIMEC - Associacdo dos Analistas e Profissionais de
Investimento do Mercado de Capitais and ANBIMA — Associacdo Brasileira das Entidades dos Mercados Financeiro e de
Capitais. Av. Paulista, 1111 - 142 andar(parte) - CEP: 01311920 - S&o0 Paulo - SP.

This Product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is
regulated by the Comision Para El Mercado Financiero. Enrique Foster Sur, 20, piso 6, Las Condes, Santiago, Chile.

Disclosure for investors in the Republic of Colombia :This communication or message does not constitute a professional
recommendation to make investment in the terms of article 2.40.1.1.2 of Decree 2555 de 2010 or the regulations that modify,
substitute or complement it. Para la elaboracion y distribucion de informes de investigacion y de comunicaciones generales de
que trata este articulo no se requiere ser una entidad vigilada por la Superintendencia Financiera de Colombia.

The Product is made available in Germany by Citigroup Global Markets Europe AG ("CGME"), which is regulated by the
European Central Bank and the German Federal Financial Supervisory Authority (Bundesanstalt fur
Finanzdienstleistungsaufsicht BaFin). Bérsenplatz 9, 60313 Frankfurt am Main, Germany.

Unless otherwise specified, if the analyst who prepared this report is based in Hong Kong and it relates to “securities” (as
defined in the Securities and Futures Ordinance (Cap.571 of the Laws of Hong Kong)), the report is issued in Hong Kong by
Citigroup Global Markets Asia Limited. Citigroup Global Markets Asia Limited is regulated by Hong Kong Securities and Futures
Commission. If the report is prepared by a non-Hong Kong based analyst, please note that such analyst (and the legal entity
that the analyst is employed by or accredited to) is not licensed/registered in Hong Kong and they do not hold themselves out
as such. Please refer to the section “Research Analyst Affiliations / Non-US Research Analyst Disclosures” for the details of the
employment entity of the analysts.

The Product is made available in India by Citigroup Global Markets India Private Limited (CGM), which is regulated by the
Securities and Exchange Board of India (SEBI), as a Research Analyst (SEBI Registration No. INHOO0000438). CGM is also
actively involved in the business of merchant banking (SEBI Registration No. INMO0O0010718) and stock brokerage ((SEBI
Registration No. INZ000263033) in India, and is registered with SEBI in this regard. Registration granted by SEBI, enlistment
with Bombay Stock Exchange (BSE) and certification from National Institute of Securities Markets (NISM) in no way guarantee
performance of the intermediary or provide any assurance of returns to investors. CGM’s registered office is at 1202, 12th Floor,
First International Financial Centre (FIFC), G Block, Bandra Kurla Complex, Bandra East, Mumbai— 400098 & registered Tel:
+9122 61759999. Citi maintains robust policies, procedures,controls, and training to ensure continued compliance with all
applicable rulesand regulations. All recommendations contained herein are made by dulyqualified research analysts. CGM’s
Corporate Identity Number is U99999MH2000PTC126657, and its Compliance Officer [Vishal Bohra] contact details are:
Tel:+91-022-61759994, Fax:+91-022-61759851, Email: cgmcompliance@citi.com. The Investor Charter in respect of Research
Analysts, the Compliance Audit Report and Complaints information can be found at
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. The grievance officer [Niraj Mody] contact details are
Tel: +91-22-42775002, Email: EMEA.CR.Complaints@citi.com. Investment in securities market are subject to market risks.
Read all the related documents carefully before investing. SEBI prescribed Client Terms & Conditions can be found at
https://www.citivelocity.com/rendition/authfilelinksvcs/eppublic/V1/file?paramData=ZmIsZU5hbWU9L1IMzLOJETVMvcHVi
RGIzY2xvc3VyZUhObWxzL2dkbV9kaXNfc2ViaVOUZXJtc29mVXNILmhObWw

The Product is made available in Indonesia through PT Citigroup Sekuritas Indonesia. Citibank Tower 10/F, Pacific Century
Place, SCBD lot 10, JI. Jend Sudirman Kav 52-53, Jakarta 12190, Indonesia. Neither this Product nor any copy hereof may be
distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in
compliance with applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The
securities referred to in this Product have not been registered with the Capital Market and Financial Services Authority (OJK)
pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of
Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning
of the Indonesian capital market laws and regulations.

The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial
Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock
Exchange and Osaka Securities Exchange. Otemachi Park Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-8132 Japan. In the
event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If
you have questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.

The product is made available in the Kingdom of Saudi Arabia in accordance with Saudi laws through Citigroup Saudi Arabia,
which is regulated by the Capital Market Authority (CMA) under CMA license (17184-31). 2239 Al Urubah Rd — Al Olaya Dist.
Unit No. 18, Riyadh 12214 - 9597, Kingdom Of Saudi Arabia.

The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd. (CGMK), which is regulated by the
Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). The
address of CGMK is Citibank Center, 50 Saemunan-ro, Jongno-gu, Seoul 03184, Korea. KOFIA makes available registration
information of research analysts on its website. Please visit the following website if you wish to find KOFIA registration
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information on research analysts of

CGMK. http://dis.kofia.or.kr/websquare/index.jsp?w2xPath=/wq/fundMgr/DISFundMgrAnalystList.xml&divisionld=MDISO
3002002000000&serviceld=SDIS03002002000. The Product is made available in Korea by Citibank Korea Inc., which is
regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Center, 50
Saemunan-ro, Jongno-gu, Seoul 03184, Korea. This research report is intended to be provided only to Professional Investors
as defined in the Financial Investment Services and Capital Market Act and its Enforcement Decree in Korea.

The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Registration No. 199801004692
(460819-D)) (“CGMM”) to its clients and CGMM takes responsibility for its contents as regards CGMM’s clients. CGMM is
regulated by the Securities Commission Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang,
50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.

The Product is made available in Mexico by Citi México Casa de Bolsa, S.A. de C.V., Grupo Financiero Citi México which is a
wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancariay de Valores. Prolongacion Reforma
1196, 24 floor, Colonia Santa Fe, Alcaldia Cuajimalpa de Morelos, C.P. 05348, Ciudad de México.

The Product is made available in Poland by Biuro Maklerskie Banku Handlowego (DMBH), separate department of Bank
Handlowy w Warszawie S.A. a subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Biuro
Maklerskie Banku Handlowego (DMBH), ul.Senatorska 16, 00-923 Warszawa.

The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital
markets services and Exempt Financial Advisor license holder, and regulated by Monetary Authority of Singapore. Please
contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising from,
or in connection with, the analysis of this document. This Product is intended for recipients who are accredited, expert and
institutional investors as defined under the Securities and Futures Act 2001. For Citi Private Bank, the Product is made
available in Singapore by Citi Private Bank through Citibank, N.A., Singapore Branch. Citibank N.A., Singapore Branch is a
licensed bank in Singapore that is regulated by the Monetary Authority of Singapore. Please contact your Private Banker in
Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection with this document.
The Product is intended for recipients who are accredited, expert and institutional investors as defined under the Securities
and Futures Act 2001. For Citibank Singapore Limited (“CSL”), the Product is distributed in Singapore by CSL to selected
Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of the
Product. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any
matters arising from or in connection with this document. The Product is intended for recipients who are accredited investors
as defined under the Securities and Futures Act (Cap. 289).

Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty)
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The
investments and services contained herein are not available to private customers in South Africa.

The Product is made available in the Republic of China (Taiwan) through Citigroup Global Markets Taiwan Securities
Company Ltd. ("CGMTS"), 14F, 15F and 16F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the license scope and the
applicable laws and regulations in the Republic of China (Taiwan). CGMTS is regulated by the Securities and Futures Bureau of
the Financial Supervisory Commission of Taiwan, the Republic of China (Taiwan). No portion of the Product may be reproduced
or quoted in the Republic of China (Taiwan) by the press or any third parties [without the written authorization of CGMTS].
Pursuant to the applicable laws and regulations in the Republic of China (Taiwan), the recipient of the Product shall not take
advantage of such Product to involve in any matters in which the recipient may have conflicts of interest. If the Product covers
securities which are not allowed to be offered or traded in the Republic of China (Taiwan), neither the Product nor any
information contained in the Product shall be considered as advertising the securities or making recommendation of the
securities in the Republic of China (Taiwan). The Product is for informational purposes only and is not intended as an offer or
solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products
mentioned in the Product must take into account existing public information on such security or the financial products or any
registered prospectus.

The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and
Exchange Commission of Thailand. 399 Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana
,Bangkok 10110, Thailand.

Disclosure for investors in the Republic of Turkey: The Product is made available in Turkey through Citibank AS which is
regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.
Under Capital Markets Law of Turkey (Law No: 6362), the investment information, comments and recommendations stated
here, are not within the scope of investment advisory activity. Comments and recommendations stated here rely on the
individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your financial
status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated
here may not bring about outcomes that fit your expectations. Furthermore, Citi Research is a division of Citigroup Global
Markets Inc. (the “Firm”), which does and seeks to do business with companies and/or trades on securities covered in this
research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the
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objectivity of this report, however investors should also note that the Firm has in place organisational and administrative
arrangements to manage potential conflicts of interest of this nature.

In the U.A.E, these materials (the "Materials") are communicated byCitigroup Global Markets Limited, DIFC branch ("CGML"),
an entityregistered in the Dubai International Financial Center ("DIFC") andlicensed and regulated by the Dubai Financial
Services Authority ("DFSA" license #CL0221) to Professional Clients and Market Counterparties, as definedin DFSA
regulations, only and should not be relied upon or distributed toRetail Clients. Financial products and/or services to which the
Materialsrelate will only be made available to Professional Clients and MarketCounterparties. Citigroup Global Markets
Limited DIFC Branch registered addressis Level 3, Gate District Building 02, Dubai International Financial Centre andcan be
contacted on +9714 509 97 90.

The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential
Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority (‘FCA”) and the PRA. This material may relate
to investments or services of a person outside of the UK or to other matters which are not authorised by the PRA nor regulated
by the FCA and the PRA and further details as to where this may be the case are available upon request in respect of this
material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.

The Product is made available in United States and Canada by Citigroup Global Markets Inc., which is a member of FINRA and
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.

Unless specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Europe
AG ("CGME"), which is regulated by the European Central Bank and the German Federal Financial Supervisory Authority
(Bundesanstalt fur Finanzdienstleistungsaufsicht-BaFin).

The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services
would not be permitted.

Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price
and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to
sudden and large falls in value that could equal or exceed the amount invested.The yield and average life of CMOs
(collateralized mortgage obligations) referenced in this Product will fluctuate depending on the actual rate at which mortgage
holders prepay the mortgages underlying the CMO and changes in current interest rates. Any government agency backing of
the CMO applies only to the face value of the CMO and not to any premium paid. Certain investments contained in the Product
may have tax implications for private customers whereby levels and basis of taxation may be subject to change. Ifin doubt,
investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or
other risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal
advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular
investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having regard
to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to
obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the
product.

Card Insights. Where this report references Card Insights data, Card Insights consists of selected data from a subset of Citi’s
proprietary credit card transactions. Such data has undergone rigorous security protocols to keep all customer information
confidential and secure; the data is highly aggregated and anonymized so that all unique customer identifiable information is
removed from the data prior to receipt by the report’s author or distribution to external parties. This data should be considered
in the context of other economic indicators and publicly available information. Further, the selected data represents only a
subset of Citi’s proprietary credit card transactions due to the selection methodology or other limitations and should not be
considered as indicative or predictive of the past or future financial performance of Citi or its credit card business.

Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes
the Firm's estimates, data from company reports and feeds from LSEG Data & Analytics. The source for all referenced prices,
unless otherwise stated, is DataCentral. Past performance is not a guarantee or reliable indicator of future results. Forecasts
are not a guarantee or reliable indicator of future performance. The printed and printable version of the research report may not
include all the information <(e.g. certain financial summary information and comparable company data) that is linked to the
online version available on the Firm's proprietary electronic distribution platforms.

Where included in this report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc.
(MSCI). Without prior written permission of MSCI, this information and any other MSCl intellectual property may not be
reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an
"as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality,
accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without
limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing
or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and
the MSCIl indexes are services marks of MSCI and its affiliates. Where data is attributed to Morningstar that data is © 2026
Morningstar, Inc. All Rights Reserved. That information: (1) is proprietary to Morningstar and/or its content providers; (2) may
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not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content
providers are responsible for any damages or losses arising from any use of this information.

The Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain
hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not
reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm
takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained
therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your
convenience and information and the content of the linked site does not in any way form part of this document. Accessing
such website or following such link through the Product or the website of the Firm shall be at your own risk and the Firm shall
have no liability arising out of, or in connection with, any such referenced website.

© 2026 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi and Arc Design are
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights
reserved. The research data in this report are not intended to be used for the purpose of (a) determining the price of or amounts
due in respect of (or to value) one or more financial products or instruments and/or (b) measuring or comparing the
performance of, or defining the asset allocation of a financial product, a portfolio of financial instruments, or a collective
investment undertaking, and any such use is strictly prohibited without the prior written consent of Citi Research. Any
unauthorized use, duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to,
redistribution of the Product by electronic mail, posting of the Product on a website or page, and/or providing to a third party a
link to the Product, is prohibited by law and will result in prosecution. The information contained in the Product is intended
solely for the recipient and may not be further distributed by the recipient to any third party.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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