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NetEase.com Reports Fourth Quarter and Fiscal Year 2005 

Unaudited Financial Results 
 
 

Record Peak Concurrent Users in the Fourth Quarter for Fantasy Westward Journey and Westward 
Journey Online II; Fantasy Westward Journey Achieves Record Usage of Over One Million Peak 

Concurrent Users in December 2005 
 
(Beijing – February 24, 2006) – NetEase.com, Inc. (NASDAQ: NTES), one of China’s leading Internet 
and online game providers, today announced its unaudited financial results for the fourth quarter and 
fiscal year ended December 31, 2005. 
 
Highlights for the Fourth Quarter 2005 
  
•   Total revenues increased by 5.3% to RMB487.3 million (US$60.4 million); 
  
• Online game revenues were better than the Company’s guidance and increased 7.6% to 

RMB400.9 million (US$49.7 million); 
  
• Net profit for the quarter grew 7.0% to RMB276.7 million (US$34.3 million), equivalent to 

US$1.05 (basic) and US$0.96 (diluted) earnings per American Depositary Share; 
  
• Fantasy Westward Journey and Westward Journey Online II reported record peak concurrent 

user numbers of approximately 1,043,000 and 554,000, respectively, for the fourth quarter; 
and 

  
•  Fantasy Westward Journey reached a record high of over one million peak concurrent users in 

December 2005. 
 
Highlights for Fiscal Year 2005 
  
•   Total revenues grew 76.8% to RMB1,694.4 million (US$210.0 million); 
  
• Online game revenues grew 119.3% to RMB1,379.5 million (US$170.9 million) on the 

continued strength and leading positions of in-house developed games, Fantasy Westward 
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Journey and Westward Journey Online II; and 
 
•   Net profit for the year grew 111.1% to RMB932.0 million (US$115.5 million), equivalent to 
  US$3.58 (basic) and US$3.27 (diluted) earnings per American Depositary Share. 
 
William Ding, Chief Executive Officer and Director of NetEase said, “In 2006, we remain focused on 
continuing our momentum with our current MMORPG games, Fantasy Westward Journey and 
Westward Journey Online II. Additionally, we look forward to the launch of our two new major game 
titles, Datang, our first 2.5D release, and Tianxia, our first 3D release. We are pleased that we have been 
able to maintain leadership through our innovative game philosophy and the cultivation of our large and 
loyal customer base. We are also very pleased that our highly popular Chinese websites continue to 
enable us to leverage our marketing efforts and help us drive top line growth. Our ability to maintain a 
leading position in the rapidly growing online game market gives us confidence that NetEase has the 
right people, technology and strategies to extend our leadership and set the trends that will help shape 
the online game market in China.” 
 
For the fourth quarter ended December 31, 2005, total revenues were RMB487.3 million (US$60.4 
million), a 5.3% increase over RMB462.6 million (US$57.2 million) for the preceding quarter and a 
75.3% increase over total revenues of RMB277.9 million (US$33.6 million) for the corresponding 
period in 2004. 
 
For the fiscal year 2005, the Company reported total revenues of RMB1,694.4 million (US$210.0 
million), a 76.8% increase over total revenues of RMB958.3 million (US$115.8 million) for the fiscal 
year 2004. 
 
Online game revenues for the quarter were better than the Company previously forecasted and 
increased 7.6% quarter-over-quarter and 92.5% year-over-year to RMB400.9 million (US$49.7 million), 
which was driven by the continued growth in popularity of Fantasy Westward Journey and Westward 
Journey Online II, as reflected by the record peak concurrent user levels during the fourth quarter. For 
the fiscal year 2005, online game revenues totaled RMB1,379.5 million (US$170.9 million), up 119.3% 
from RMB628.9 million (US$76.0 million) in fiscal year 2004. 
 
Revenues from advertising services were also better than the Company’s guidance for the fourth quarter 
and decreased by 5.9% to RMB69.1 million (US$8.6 million) over the preceding quarter’s RMB73.4 
million (US$9.1 million). This represents an increase of 54.6% over RMB44.7 million (US$5.4 million) 
for the corresponding period a year ago. The quarter-over-quarter decrease was mainly due to seasonal 
impact, as certain advertisers decreased their spending during the winter season. 
 
In fiscal year 2005, NetEase’s advertising services revenues totaled RMB241.2 million (US$29.9 
million), up 41.0% from RMB171.1million (US$20.7 million) in fiscal year 2004. This year-on-year 
increase resulted mainly from an increase in the number of advertisers on the NetEase websites and 
increased spending by advertisers, which in turn was driven primarily by an overall expansion of the 
online advertising market in China and our focus on enhancing the content and attractiveness of the 
NetEase websites. 



 

 

 
Revenues from wireless value-added services and others in the fourth quarter increased by 4.4% to 
RMB17.2 million (US$2.1 million) in the fourth quarter over the preceding quarter’s RMB16.5 million 
(US$2.0 million). 
In fiscal year 2005, NetEase’s wireless value-added services and others revenues totaled RMB73.7 
million (US$9.1 million), down 53.4% from RMB158.3 million (US$19.1 million) in fiscal year 2004 
due mainly to increased competition in the wireless value-added services market and the Company’s 
reduced focus on this business area. 
 
Chief Operating Officer Michael Tong commented, “Fiscal 2005 was a year of execution and 
investment. We have a strong title line up that we have invested in to maintain our long-term leadership 
position in the online game market. NetEase continues to experience significant growth in the 
popularity of its in-house developed games and maintain its reputation of being the leading developer of 
online games in China. Our team has been working hard on our 2006 game pipeline with several new 
games to be launched within this year, including Datang, Tianxia and a diverse platform of casual 
games.” 
 
Gross profit in the fourth quarter totaled RMB386.2 million (US$47.9 million), a 4.1% increase over 
the previous quarter’s RMB370.9 million (US$45.8 million) and a 86.2% increase over RMB207.4 
million (US$25.1 million) for the corresponding period a year ago. 
 
In fiscal year 2005, gross profit totaled RMB1,337.1 million (US$165.7 million), representing a 85.8% 
increase over RMB719.8 million (US$87.0 million) for the fiscal year 2004. 
 
Gross margins for online games remained relatively stable at 89.4% in the fourth quarter compared with 
89.7% in the prior quarter. Gross margins for advertising services declined to 62.9% in the fourth 
quarter from 68.1% in the prior quarter due to a seasonal decline in advertising services revenue in the 
fourth quarter while costs remained relatively stable. Gross margins for wireless value-added services 
and others decreased to minus 1.3% in the fourth quarter from 11.3% in the prior quarter mainly due to 
the higher costs associated with the Company’s free services such as free email services which are 
included in this business segment. 
 
Total operating expenses for the fourth quarter were RMB94.9 million (US$11.8 million), a 0.2% 
increase from the previous quarter’s RMB94.7 million (US$11.7 million) and a 23.2% increase from 
RMB77.1 million (US$9.3 million) in the corresponding period a year ago. The slight 
quarter-over-quarter increase in total operating expenses was mainly attributed to special year-end 
bonuses granted to the Company’s online game development team in recognition of the success of such 
team during the past year, which was substantially offset by lower marketing expenses. The lower 
marketing expenses resulted from the discontinuation of certain outdoor advertising and an overall 
reduction in the number of Company-sponsored marketing events. 
 
In fiscal year 2005, total operating expenses were RMB360.3 million (US$44.6 million), a 32.3% 
increase from the prior year’s RMB272.3 million (US$32.9 million). 
 



 

 

In July 2005, the Chinese government announced that it is pegging the exchange rate of the Chinese 
Renminbi against a number of currencies, rather than just the US dollar. This change in policy has 
resulted in a slight appreciation in the value of the Renminbi against the US dollar. Although the 
Company generates substantially all of its revenues in Renminbi which has become more valuable in 
US dollar terms, the Company translates its monetary assets and liabilities which are denominated in 
currencies other than Renminbi into Renminbi as of each accounting period end, in accordance with 
applicable accounting standards. As a result of this foreign currency translation, the Company reported 
a RMB1.9 million (US$0.2 million) exchange loss in the fourth quarter. 
 
Net profit for the fourth quarter totaled RMB276.7 million (US$34.3 million), a 7.0% increase over the 
previous quarter’s RMB258.6 million (US$32.0 million) and a 112.6% increase over net profit of 
RMB130.2 million (US$15.7 million) for the corresponding period in 2004. The Company reported 
basic and diluted earnings per American Depositary Share of US$1.05 and US$0.96 for the quarter 
ended December 31, 2005, respectively, compared with US$0.98 and US$0.89, respectively, for the 
previous quarter. 
 
In fiscal year 2005, net profit totaled RMB932.0 million (US$115.5 million), a 111.1% increase from 
the prior year’s RMB441.4 million (US$53.3 million). The Company reported basic and diluted 
earnings per American Depositary Share of US$3.58 and US$3.27 for the year ended December 31, 
2005, respectively, compared with US$1.70 and US$1.57, respectively, for fiscal year 2004. 
 
As of December 31, 2005, the Company’s total cash and time deposit balance was RMB3.4 billion 
(US$418.5 million), a 6.3% increase from the previous quarter’s RMB3.2 billion (US$392.4 million). 
Cash flow generated from operating activities was approximately RMB220.3 million (US$27.3 million) 
and RMB1,104.8 million (US$136.9 million) during the quarter and year ended December 31, 2005, 
respectively. 
 
Denny Lee, NetEase’s Chief Financial Officer, added, “NetEase has a strong track record of delivering 
solid financial and operational results to its shareholders. Our primary goal in 2005 was to maintain a 
high standard for our internal controls in order to support our growth. We achieved better than expected 
growth in 2005 which was driven by providing the innovative and cutting edge products to our end 
users needed to achieve the high rate of customer acquisition growth and loyalty we experienced 
throughout the year. When you combine this with our policy of maintaining a tight control on expenses, 
we are able to achieve winning results for our shareholders.” 
 
Conference Call 
 
NetEase’s management team will host a conference call on February 23, 2006 at 8:00 p.m. Eastern 
Standard Time, corresponding with February 24, 2006 at 9:00 a.m. Beijing/Hong Kong time, to present 
an overview of NetEase’s financial and operational performance. Interested parties may participate in 
the conference call by dialing 800-238-9007 (international: 719-457-2622), 10-15 minutes prior to the 
initiation of the call. A replay of the call will be available by dialing 888-203-1112 (international 
719-457-0820), and entering access code 1036470. The replay will be available through March 9, 2006 
at midnight Eastern Time. 



 

 

 
This call is being webcast live and archived; and will be available on NetEase’s investor relations 
section on the corporate website at http://corp.netease.com for 90 days. 
 
** Note: The conversion of Renminbi (RMB) into U.S. dollars in this release is based on the exchange 
rate of US$1 = RMB8.0702. The percentages stated in this press release are calculated based on 
RMB.** 
 
About NetEase 
 
NetEase.com, Inc. is a leading China-based Internet technology company that pioneered the 
development of applications, services and other technologies for the Internet in China. Our online 
communities and personalized premium services have established a large and stable user base for the 
NetEase websites which are operated by our affiliate. The NetEase websites had more than 786 million 
average daily page views for the month of December 2005, making us one of the most popular 
destinations in China and on the World Wide Web. In particular, NetEase provides online game services 
to Internet users through the licensing or in-house development of massively multi-player online 
role-playing games, including Westward Journey Online II, Fantasy Westward Journey and Fly for Fun. 
 
NetEase also offers online advertising on its websites which enables advertisers to reach our substantial 
user base. In addition, NetEase has paid listings on its search engine and web directory and classified 
ads services, as well as an online mall, which provides opportunities for e-commerce and traditional 
businesses to establish their own storefront on the Internet. NetEase also offers wireless value-added 
services such as news and information content, matchmaking services, music and photos from the Web 
which are sent over SMS, MMS, WAP, IVR and Color Ring-back Tone technologies. 
 
Other community services which the NetEase websites offer include instant messaging, online personal 
ads, matchmaking, alumni clubs, personal home pages and community forums. NetEase is also the 
largest provider of free e-mail services in China. Furthermore, the NetEase websites provide more than 
17 channels of content. NetEase aggregates news content on world events, sports, science and 
technology, and financial markets, as well as entertainment content such as cartoons, games, astrology 
and jokes, from over one hundred international and domestic content providers. 
 
*    *    * 
 
This press release contains statements of a forward-looking nature. These statements are made under 
the “safe harbor” provisions of the U.S. Private Securities Litigation Reform Act of 1995. You can 
identify these forward-looking statements by terminology such as “will,” “expects,” “anticipates,” 
“future,” “intends,” “plans,” “believes,” “estimates” and similar statements. The accuracy of these 
statements may be impacted by a number of business risks and uncertainties that could cause actual 
results to differ materially from those projected or anticipated, including risks related to: the risk that the 
online game market will not continue to grow or that NetEase will not be able to maintain its leading 
position in that market, which could occur if, for example, its new online games do not become as 
popular as management anticipates; the risk of changes in Chinese government regulation of the online 



 

 

game market that limit future growth of NetEase’s revenue or causes revenue to decline; the risk that 
NetEase may not be able to continuously develop new and creative online services or that it will not be 
able to set, or follow in a timely manner, trends in the market; the risk that the Internet advertising 
market in China will not continue to grow and will remain subject to intense competition; the risk that 
NetEase will not be able to control its expenses in future periods; the impact of the outbreak of severe 
acute respiratory syndrome, or SARS, in China and risks related to any possible recurrence of SARS or 
another public health problem in China; competition in NetEase’s existing and potential markets; 
governmental uncertainties (including possible changes in the effective tax rates applicable to NetEase 
and its subsidiaries and affiliates), general competition and price pressures in the marketplace; the risk 
that security, reliability and confidentiality concerns may impede broad use of the Internet and 
e-commerce and other services; the risk that fluctuations in the value of the Renminbi with respect to 
other currencies could adversely affect our business and financial results; and other risks outlined in 
NetEase’s filings with the Securities and Exchange Commission. NetEase does not undertake any 
obligation to update this forward-looking information, except as required under applicable law. 
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