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NetEase.com Announces Significant Improvement in First Quarter 2002 Financial 
Results 

 
Beijing, April 23, 2002 
 
NetEase.com, Inc (Nasdaq: NTES), a leading Internet technology provider in China, today 
announced its financial results for the quarter ended March 31, 2002.  
 
The Company reported total revenues of RMB24.0 million (US$2.9 million) for the quarter 
ended March 31, 2002, a 376.0% increase over total revenues of RMB5.0 million (US$0.6 
million) for the corresponding period in 2001 and a 126.5% increase over total revenues of 
RMB10.6 million (US$1.3 million) for the preceding quarter ended December 31, 2001.  
 
As of the end of the first quarter 2002, the NetEase Web sites had 53.4 million registered users, 
which represented an increase of 198.3% over the 17.9 million users at the end of first quarter 
of 2001 and a 23.6% increase over the 43.2 million users at the end of the fourth quarter of 
2001. In addition, average daily pageviews for the month of March 2002 were over 200 million, 
representing an increase of 14.7% over the average daily pageviews of 174.4 million in 
December 2001.  
 
Advertising services revenues increased to RMB3.9 million (US$0.5 million) for the quarter 
ended March 31, 2002, representing a 14.6% increase over the corresponding period a year ago 
of RMB3.4 million (US$0.4 million) and a 28.6% increase over the fourth quarter of 2001 of 
RMB3.1 million (US$0.4 million). The increase was due to a somewhat improved climate in 
the online advertising market in China, as well as the Company’s expanded advertising sales 
activities which resulted from the strengthening of management and the recruitment of 
additional sales staff.  
 
Revenues from e-commerce and other services for the quarter ended March 31, 2002 were 
RMB20.0 million (US$2.4 million), representing a 1184.1% increase over the corresponding 
period a year ago of RMB1.6 million (US$0.2 million) and a 166.0% increase over the fourth 
quarter of 2001 of RMB7.5 million (US$0.9 million). This increase in revenues was primarily 
derived from the significant growth in NetEase's fee-based services, predominantly its wireless 
services and to a lesser extent its online game, "Westward Journey Online," and other services, 
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such as premium e-mail, friend finding service (http://love.163.com) and dating service 
(http://dating.163.com).  
 
Ted Sun, acting Chief Executive Officer, commented, "It is encouraging to see our strategy of 
monetizing the enormous user base of the NetEase Web sites by offering them fee-based 
premium services has continued to experience success, as reflected by the users' receptiveness 
to our fee-based services and the significant growth in revenue derived from them. We remain 
focused on further monetizing the NetEase Web sites' user base to enhance our revenue growth 
going forward."  
 
After reporting a loss on revenues in 2000 and 2001, the Company achieved a gross profit for 
the first quarter of 2002 of RMB7.4 million (US$0.9 million), representing a gross margin of 
30.8%, compared to a loss on revenues of RMB9.1 million (US$1.1 million) for the 
corresponding quarter of 2001 and RMB4.3 million (US$0.5 million) for the preceding quarter 
ended December 31, 2001. The gross profit was primarily driven by economies of scale as 
revenues continued to increase with a relatively stable cost of revenues. Total operating 
expenses decreased to RMB26.4 million (US$3.2 million) for the quarter ended March 31, 
2002, representing a 48.8% decrease from the corresponding period a year ago of RMB51.6 
million (US$6.2 million) and a 26.9% decrease from the fourth quarter of 2001 of RMB36.1 
million (US$4.4 million). This decrease was principally attributable to management's cost 
controlling efforts, although the Company continued to incur significant expenses for its 
professional advisors in that period.  
 
The net loss for the quarter ended March 31, 2002 was RMB17.8 million (US$2.1 million) or 
US$0.07 per American Depositary Share, representing a significant improvement over the net 
loss of RMB57.3 million (US$6.9 million) for the first quarter of 2001 and RMB41.3 million 
(US$5.0 million) for the fourth quarter of 2001.  
 
As of March 31, 2002, NetEase's total net cash balance was RMB526.1 million (US$63.6 
million). Subsequent to that date, NetEase also received a payment of RMB10.8 million 
(US$1.3 million) in cash from its related parties in respect of advertising services and 
e-commerce and other services revenues collected by those parties.  
 
Denny Lee, Chief Financial Officer, added that, "With the improvement of our financial results 
and our healthy balance sheet, we strongly believe that we are well positioned to capitalize on 
the future potential of China's Internet market. Propelled by these first quarter results and the 
recent positive trends in our business, we will strive to sustain and enhance this level of 
revenue. Toward this goal, we will focus on further improving our gross margin by leveraging 
our economies of scale."  
 
** Note: The conversion of Renminbi (RMB) into U.S. dollars in this release is based on the 
exchange rate of US$1 = RMB8.2774. The percentages stated in this press release are 
calculated based on RMB.**  
 



 

 

 
About NetEase.com, Inc.  
 
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. The 
NetEase Web sites, operated by a company affiliate, organize and provide access to 18 content 
channels through distribution arrangements with more than one hundred international and 
domestic content providers. In addition, the NetEase Web sites contain more than 1.5 million 
personal home pages. These pages, created and maintained by users, enable users to share 
information, communicate about interests and areas of expertise, and publish personal content 
accessible by other Chinese Internet users. The sites also offer online interactive community 
services through 1,500 community forums and more than 115,000 personal community forums 
created by registered users. At the end of March 2002, the number of simultaneous chat room 
participants reached 55,476 during peak hours, and the number of registered users of the 
NetEase Web sites reached 53.4 million. The average number of daily pageviews was over 200 
million in March 2002.  
 
NetEase also offers online multi-player games, as well as auction and online mall technology 
services that provide opportunities for e-commerce and traditional businesses to establish an 
online e-commerce presence on the NetEase Web sites. 
  

*** 
 

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 advertising market in China will weaken and 
also remain subject to intense competition; the risk that NetEase will not be able to successfully 
monetize the user base of the NetEase Web sites and that its e-commerce and other fee-based 
services revenues will not continue to grow; the risk that NetEase will not be able to control its 
expenses and may not enjoy significant economies of scale in future periods; the operational 
and management difficulties which may arise from the recent successive changes in 
management; the ability of management to take effective steps that will raise the value of 
NetEase in the view of the investing public and thereby raise the Company's stock price above 
Nasdaq's minimum requirements and the related risk that liquidity in NetEase's American 
Depositary Shares could be severely impaired if it is unable to remain listed on the Nasdaq 
National Market or another stock exchange or trading system; the risk that the trading price of 
NetEase's American Depositary Shares may decrease further for a variety of reasons, some of 
which may be beyond the control of management; the possibility that NetEase and its board of 
directors have not implemented effective or complete steps to ensure that the circumstances 
which led to the restatement of NetEase's financial statements for the year ended December 31, 



 

 

2000 will not recur; the risk that current or future appointees to management are not effective in 
their respective positions; the difficulty in locating and recruiting suitable candidates for 
middle and senior management positions; NetEase's ability to develop and implement 
additional operational and financial systems to manage NetEase's operations; competition in 
NetEase's existing and potential markets; governmental uncertainties, general competition and 
price pressures in the marketplace; uncertainty as to future profitability; the risk that security, 
reliability and confidentiality concerns may impede broad use of the Internet and e-commerce 
and other services; and other risks outlined in NetEase's filings with the Securities and 
Exchange Commission, including its registration statement on Form F-1, as amended. NetEase 
does not undertake any obligation to update this forward-looking information, except as 
required under applicable law. 
 



 

 

 



 

 

 


	Press Release

