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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED JUNE 30, 2024

The board of directors (the “Board”) of Meitu, Inc. (the “Company”) is pleased to announce
the unaudited consolidated results of the Company, its subsidiaries, Xiamen Meitu Networks
Technology Co., Ltd. (“Meitu Networks”) and Xiamen MeituEve Networks Services Co., Ltd.
(“MeituEve Networks”) and their respective subsidiaries (collectively the “Group”) for the six
months ended June 30, 2024.
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In this announcement, “Meitu”, “we”, “us”, and “our” refer to the Company (as defined above) and
where the context otherwise requires, the Group (as defined above).

KEY HIGHLIGHTS

. For the six months ended June 30, 2024, Adjusted Net Profit attributable to Owners of the
Company reached approximately RMB272.8 million, growing 80.3% year-over-year. This
metric is a true reflection of the growth momentum and profitability of our core business as
it excludes non-operating items such as reversal of impairment losses on cryptocurrencies.
Revenue growth of the Company for the six months ended June 30, 2024 was also very

strong at approximately 28.6% year-over-year, reaching a revenue of approximately
RMB1.62 billion.

. The total Monthly Active Users (“MAU”) of the applications under the Group was
approximately 258 million as of June 30, 2024, growing 4.3% year-over-year. This represents
an acceleration of growth compared with the 2.6% year-over-year growth as of December 31,
2023. Such growth is predominantly driven by MAU outside of Mainland China. Currently,
the number of MAU in countries and regions outside of Mainland China accounts for
approximately 32.9% of our total MAU base.

. Our investment in Artificial Intelligence (“AI”) has continued to pay off across multiple
fronts. For example, our Al-powered /&7 % (known as “X-Design” outside of
Mainland China) has become the market leader in Al-powered design tools in Mainland
China as measured by MAU.

. More importantly, our Al-powered video editing app Wink saw its MAU grew close to
approximately 99% year-over-year. Currently it is the third largest app within our portfolio
after the Meitu app and BeautyCam. This is particularly meaningful as it has proved our
ability to continuously launch successful products.
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KEY FINANCIAL DATA

Six months ended June 30, Year on year

2024 2023 change
RMB’000 RMB 000 (%)
Revenue 1,621,159 1,260,881 28.6%
— Photo, video and design products 930,573 602,190 54.5%
— Solutions for beauty industry 270,574 286,444 -5.5%
— Advertising 412,914 349,161 18.3%
— Others 7,098 23,086 —69.3%
Gross Profit 1,052,613 754,022 39.6%
Gross Margin 64.9 % 59.8% +5.1p.p.
Profit for the period 303,721 209,469 45.0%
Adjusted Net Profit attributable to Owners of
the Company'" 272,800 151,296 80.3%

KEY OPERATIONAL DATA

Six months ended June 30, Year on year

2024 2023 change
000 000 (%)
Total MAU 257,726 247,061 4.3%
Breakdown by application use case:
— Life®® 238,523 233,541 2.1%
— Productivity®®® 19,203 13,520 42.0%
Breakdown by geography:
— Mainland China 172,995 173,373 —0.2%
— Global (excluding Mainland China) 84,731 73,688 15.0%

(1)

2)

3)

4)

)

(6)

For details of Adjusted Net Profit attributable to Owners of the Company, please refer to the section headed “Management
Discussion and Analysis — Profit for the period and Non-IFRSs Measure: Adjusted Net Profit”.

“Life” refers to users from products focusing on casual use cases such as photography, image and video editing, etc.

“Productivity” refers to users from products focusing on productivity use cases such as commercial photography,
commercial design, professional video editing, etc.

MAU under “BeautyCam” and “BeautyPlus” and certain MAU under “Meitu” and “Others” reported for the six months
ended June 30, 2023 had been reclassified and included in “Life” for the six months ended June 30, 2024.

Certain MAU under “Others” reported for the six months ended June 30, 2023 had been reclassified and included in
“Productivity” based on the product use cases for the six months ended June 30, 2024.

Certain MAU under “Meitu” reported for the six months ended June 30, 2023, originated from an in-app embedded module
called “X-Design”, which is associated with productivity use cases, and thus were included in “Productivity” for the six
months ended June 30, 2024.



STRATEGIC HIGHLIGHTS

We are pleased to report strong half-year results for the six months ended June 30, 2024 with
Adjusted Net Profit attributable to Owners of the Company reaching approximately RMB272.8
million, reflecting a growth of approximately 80.3% year-over-year. Revenue was also very strong at
approximately RMB1,621.2 million, growing approximately 28.6% year-over-year. Apart from our
strong financial results, our MAU also continued its growth trajectory, reaching 258 million as of
June 30, 2024. Its year-over-year growth of approximately 4.3% as of June 30, 2024 represents an
acceleration of growth compared to approximately 2.6% as of December 31, 2023.

Such strong MAU growth in the first half of 2024 was primarily driven by our successful execution
of our globalisation strategy. Some of our Al-powered features such as the “Quality Restoration”had
propelled one of our apps, Wink, to reach the #1 positions with respect to MAU in the 10S App Store
in both Thailand and Indonesia. MAU outside of Mainland China as of June 30, 2024 accounted for
approximately 32.9% of our MAU base, compared to approximately 30% a year ago.

A product that we would like to highlight is Wink, an Al-powered video editing app that we
launched in March 2022. As of June 30, 2024, it was still growing at approximately 99% year-over-
year in terms of MAU, and has currently become the third largest app measured by MAU within
our portfolio after the Meitu app and BeautyCam. Firstly, the exceptional performance of Wink has
proven our ability to develop successful products in the photo, video and design market. Secondly,
the MAU growth of Wink outside of Mainland China is significantly faster than that of its growth
in Mainland China, showing that we have the ability to drive significant growth of both old and
new products in the global market. As we believe that video as a form of media will become much
more proliferate and strategic in the future for both social use among consumers, and professional
use within the creator economy, we have also launched a number of video-focused apps both
domestically and internationally to seize such growth opportunity.

In terms of productivity tools, we have also launched X-Design (known as “ZE/@#Z51 %" in
Mainland China) in the United States, Canada, Australia, United Kingdom and other countries.

The acquisition of Zcool Network Technology Limited (“Zcool Network™) and its subsidiaries
and their respective contractually controlled entities and their subsidiaries (collectively, “Zcool)
successfully completed during the first half of 2024. Both our team and the Zcool team are very
excited about what could be achieved together. Within a short span of a few months, we have already
launched a new online marketplace for freelance designing services. There has also been an increase
in professional content and tutorials around our Generative Al (“GenAI”) tools on the Zcool
community, which is crucial in promoting the usage of our Al tools.

As we continue to invest in our product and Al capabilities, we anticipate that the growth in paying
subscription rates will underpin our strong revenue growth for the remainder of the year.



MANAGEMENT DISCUSSION AND ANALYSIS

Six months ended June 30, 2024 compared to six months ended June 30, 2023

Revenue
Cost of sales

Gross profit

Selling and marketing expenses

Administrative expenses

Research and development expenses

Net impairment losses on financial assets

Reversal of impairment losses on cryptocurrencies

Other income

Other gains/(losses), net

Finance income, net

Shares of losses of investments accounted
for using the equity method

Profit before income tax
Income tax expense

Profit for the period

Profit/(Loss) attributable to:
— Owners of the Company
— Non-controlling interests

Non-IFRSs measure:

Adjusted Net Profit/(Loss) attributable to
— Owners of the Company”
— Non-controlling interests

Unaudited Unaudited
Six months Six months
ended ended
June 30, June 30,
2024 2023
RMB’000 RMB 000
1,621,159 1,260,881
(568,546) (506,859)
1,052,613 754,022
(204,970) (221,599)
(177,578) (144,105)
(425,274) (294,264)
(2,633) (8,314)
68,145 185,563
21,500 37,973
1,448 (83,404)
23,896 23,578
(13,489) (12,892)
343,658 236,558
(39,937) (27,089)
303,721 209,469
303,428 227,627
293 (18,158)
303,721 209,469
272,800 151,296
978 (16,045)
273,778 135,251

® For details of Adjusted Net Profit attributable to Owners of the Company, please refer to the section headed “Management
Discussion and Analysis — Profit for the period and Non-IFRSs Measure: Adjusted Net Profit”.
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Revenue

Centering on the core strategies of “Productivity and Globalisation”, we focus on the photo and
video industry to provide our numerous creators with a series of products and services. In respect of
the photo and video products, we generate revenue mainly through offering subscription and in-app
purchase. In addition, we also generate revenue through advertisements and marketing within photo
and video applications. Meanwhile, we also engage in beauty industry services, which generates
revenue through skin analysis services as well as Enterprise Resource Planning (“ERP”) solutions
and cosmetic supply chain management services for cosmetic retail outlets. Therefore, our revenue
can be categorized into (i) photo, video and design products; (ii) solutions for beauty industry; (iii)
advertising; and (iv) others.

Six months ended June 30,
2024 2023
Amount % of total Amount % of total
RMB’000 revenues RMB 000 revenues

Photo, video and design products 930,573 57.4% 602,190 47.8%
Solutions for beauty industry 270,574 16.7% 286,444 22.7%
Advertising 412,914 25.5% 349,161 27.7%
Others 7,098 0.4 % 23,086 1.8%
Total 1,621,159 100.0% 1,260,881 100.0%

The above table presents our revenue lines and each line as percentages of our total revenues for
the periods presented. For the six months ended June 30, 2024, our total revenue increased by
approximately 28.6% to approximately RMB1,621.2 million from approximately RMB1,260.9
million for the six months ended June 30, 2023. Such increase was primarily driven by the continued
enhancement of product effectiveness through GenAl technology, which encouraged user payments.
As a result, revenue from subscription-based photo, video and design products continued to grow

rapidly.
Photo, video and design products

Our photo, video and design products business continued its strong growth trend. Revenue increased
by approximately 54.5% year-on-year to approximately RMB930.6 million for the six months ended
June 30, 2024 (six months ended June 30, 2023: revenue of approximately RMB602.2 million).

The growth logic of photo, video and design products has become very clear. The increase of paying
subscription rate is the most critical growth metric for this business at the current stage. As of June
30, 2024, our apps had over 10.81 million paying subscribers, with a paying subscription rate of
approximately 4.2%.



From a product perspective, the increase was mainly driven by products for casual use cases, such
as the Meitu app, Wink, and BeautyCam. The increasing number of subscribers from these three
applications together accounted for approximately 81% of the increase in total paying subscribers in
the first half of the year. The Meitu app, Wink, and BeautyCam are our core products in the fields of
image editing, video editing, as well as camera and photoshooting. These products contain numerous
GenAl features that continuously provide users with creativity and boost product strength, thereby
driving users to pay for subscription.

For example, focusing on the needs of both “Photo Retouch” and “Portrait Beautification” in the
image editing field, the Meitu app continuously integrates GenAl technology in the app to iterate the
effects of features (especially paying features) to attract users to pay. In terms of “Photo Retouch”,
the recently launched “Clay” filter in AI Art has been widely favored by users. In terms of “Portrait
Beautification”, GenAl features such as “Height and Reshape” performed outstandingly in driving
conversion of subscriptions.

As we continue to invest in product and Al technology capabilities, we expect the growth in paying
subscription rates will continue to support the strong momentum in future revenue growth.

Notwithstanding the good performance of products for casual use cases in the first half of the
year, in terms of productivity tools, we also focused on building productivity tools around the “Al
workflows for vertical scenes in digital content creation” and made noticeable progress. As of
June 30, 2024, 3E/& 371 % (known as “X-Design” outside of Mainland China), which focuses
on “Al workflow for e-commerce design”, had approximately 0.96 million paying subscribers
(as of December 31, 2023: approximately 0.87 million) with product revenue growing by over
approximately 152% year-on-year in the first half of this year, also contributing incremental revenue
to photo, video and design products. In addition, Kaipai (f4#), which focuses on the “Al workflow
for podcast videos production”, also performed well. Since its launch, Kaipai’s (f#7H) users have
created over 50 million pieces of content cumulatively.

On June 12, 2024, we held the third Meitu Multimedia Festival, releasing and upgrading six
productivity tools, further expanding our photo and video product portfolios from “content creation
tools” to “digital marketing analysis”. In the content creation field, besides upgrading our existing
core productivity products, such as the team version of Z5/& 7%51 % (known as “X-Design” outside
of Mainland China) with new visual asset management functions, we also expanded into the video
production field. In the digital marketing analysis field, we released a new product, QIMI, providing
clients with a one-stop solution from material creation to placement, which is currently prioritized
and applied in the game advertising industry.



At the beginning of this year, we completed the acquisition of the leading visual creative community
Zcool in the People’s Republic of China (“PRC”), developing the ecosystem in the photo and video
field. Currently, Zcool’s revenue mainly comes from the sale of commercial copyrighted materials.
The attributes of the Zcool community are expected to enhance our photo, video and design
products. For example, we can increase the exposure and usage of Meitu GenAl productivity tools
among design and creativity community via GenAl education in Zcool, which will enhance usage
in Meitu products and strengthen the brand image related to GenAl. Meanwhile, as a commercial
copyright platform, Zcool HelloRF under Zcool can also enrich the material resources of Meitu’s
productivity tools, such as /& 7%5/ % (known as “X-Design” outside of Mainland China).

Solutions for beauty industry

For the six months ended June 30, 2024, revenue from solutions for beauty industry decreased by
5.5% year-on-year to RMB270.6 million (six months ended June 30, 2023: revenue of RMB286.4
million). Given the performance of this business in the past year, we will be more cautious in our
future revenue growth expectations for this business. However, as it is a non-strategic core business
in its own right, coupled with a very low gross profit margin, it will not have a significant impact on
the Group’s net profit even if it grows slowly in the future.

Currently, a majority of the revenues of this business is generated from our solutions for beauty
industry. With the market insight, we provide ERP services to over 10,000 offline cosmetic stores,
overseeing business changes such as pricing, sales trend and inventory status of offline cosmetic
stores. Based on this service, we have further developed our solutions for beauty industry to help our
customers to optimize their cosmetic purchasing decisions.

We also provide AI skin analysis solutions for the beauty industry to skincare brands, medical
aesthetic clinics and beauty salons under the brand EvelLab Insight (and MeituEve within the PRC).
Using our skin analyser hardware and related Al skin analysis software, our clients can effectively
evaluate skin conditions of their customers, as well as recommend tailored skincare treatments and
products for their users. This process will also help our clients to increase sales conversion as well as
customer retention.

Adyvertising

Our revenue from advertising increased by 18.3% year-on-year to RMB412.9 million for the six
months ended June 30, 2024 (six months ended June 30, 2023: revenue of RMB349.2 million). Our
advertising business continued its growth trend.

In terms of the type of advertisement, our programmatic advertisement performed particularly
well, with a revenue growth rate of 45% year-on-year. We continuously optimize our programmatic
advertising operations, such as increasing ad fill rates without significantly disturbing users,
promoting rapid growth in advertising revenue.

Due to successful progress of globalisation of products in the first half of the year, global
advertisement revenue (excluding Mainland China) increased by 129% year-on-year.



Others

For the six months ended June 30, 2024, other revenue from the Group decreased by 69.3% year-on-
year to RMB7.1 million (six months ended June 30, 2023: revenue of RMB23.1 million). Focusing
on the core strategy of “Productivity and Globalisation”, our resource allocation has increasingly
focused on photo, video and design products related businesses.

Cost of sales

Our cost of sales increased to RMBS568.5 million for the six months ended June 30, 2024, up 12.2%
from RMB506.9 million for the six months ended June 30, 2023,

The expansion of our core business (photo, video and design products) has led to a 49.5% year-on-
year increase in subscription-related channel sharing fees. Additionally, due to our product features,
especially with the integration of more GenAl technology into paid subscription features, the use
of these features by users will also drive up costs related to GenAl inference. In the first half of the
year, our foundational cloud and GenAl inference-related costs increased by 35.2% year-on-year.

Gross Profit and Margin

Our gross profit for the six months ended June 30, 2024 was RMB1,052.6 million, a 39.6% increase
from RMB754.0 million for the six months ended June 30, 2023. Our gross margin increased to
64.9% for the six months ended June 30, 2024, from 59.8% for the same period last year, due to
the increased revenue from relatively high gross margin businesses, such as photo, video and design
products and advertising businesses.

Research and Development Expenses

Research and development expenses were approximately RMB425.3 million for the six months
ended June 30, 2024, representing a 44.5% increase from approximately RMB294.3 million for
the same period last year, mainly due to increased expenses related to GenAl training (such as
arithmetic power expenses and expense for hiring employees on research and development).

Selling and Marketing Expenses

Selling and marketing expenses were approximately RMB205.0 million for the six months ended
June 30, 2024, representing a 7.5% decrease from approximately RMB221.6 million for the six
months ended June 30, 2023, mainly due to a decrease in related selling and marketing staff costs
and an increase in promotion expenses.

Administrative Expenses
Administrative expenses were approximately RMB177.6 million for the six months ended June 30,

2024, representing a 23.2% increase from approximately RMB144.1 million for the same period last
year, mainly due to increased staff costs.



Reversal of Impairment Losses on Cryptocurrencies

As of June 30, 2024, the fair values of Ether and Bitcoin acquired by the Group determined
based on the then prevailing market prices were approximately US$105.21 million and US$57.95
million, respectively. In accordance with the relevant accounting standards under IFRSs, the Group
accounted for the acquired cryptocurrencies as intangible assets and adopted the cost model for the
measurement.

Based on impairment tests by comparing the recoverable amounts of cryptocurrencies to their
carrying amounts, a reversal of impairment losses on the acquired cryptocurrencies of approximately
RMB68.1 million was recognized, which was the reversal of impairment losses in relation to the
Bitcoin acquired by the Group.

Further details of the acquired cryptocurrencies are set out in the announcements of the Company
dated March 7, 2021, March 17, 2021, April 8, 2021, July 6, 2021, July 1, 2022 and July 14, 2023.

Other Income

Other income was RMB21.5 million for the six months ended June 30, 2024, down from RMB38.0
million for the six months ended June 30, 2023, mainly due to a decrease in subsidy.

Other Gains/(Losses), Net

Other gains, net were approximately RMB1.4 million for the six months ended June 30, 2024,
compared to a net loss of approximately RMB83.4 million for the six months ended June 30,
2023, primarily attributable to (i) an increase of approximately RMB1.6 million in fair value of
the Group’s long-term investments (six months ended June 30, 2023: loss on fair value changes of
approximately RMB42.7 million); (ii) a one-off remeasurement loss of approximately RMB41.0
million on consideration payable to non-controlling shareholders of a subsidiary for the six months
ended June 30, 2023.

Finance Income, Net

Finance income, net mainly comprised of bank interest income and foreign exchange gains. Our
finance income, net increased by approximately 1.3% to approximately RMB23.9 million for the six
months ended June 30, 2024, from approximately RMB23.6 million for the six months ended June
30, 2023, primarily due to the increase in bank interest income.

Income Tax Expense
Income tax expenses for the six months ended June 30, 2024 were RMB39.9 million, compared

to RMB27.1 million for the six months ended June 30, 2023, mainly attributable to the growing
profitability driven by the continuous improvement in revenue from the Group’s principal business.



Profit for the Period and Non-IFRSs Measure: Adjusted Net Profit

Net profit for the six months ended June 30, 2024 rose to RMB303.7 million, compared to
RMB209.5 million for the six months ended June 30, 2023, mainly due to the incremental profit
contribution from the core business. Under the empowerment of GenAl technology, the strong
growth momentum in the revenue of our photo, video and design products business, which have
relatively high gross margins, contributed to the steady release of operating leverage.

To supplement our consolidated financial statements which are presented in accordance with the
IFRSs, we also use a non-IFRSs financial measure, “Adjusted Net Profit/(Loss)”, as an additional
financial measure, which is not required by, or presented in accordance with IFRSs. For the purpose
of this announcement, “Adjusted Net Profit/(Loss)” will be used interchangeably with “Non-
GAAP Net Profit/(Loss)”. We believe that this additional financial measure facilitates comparisons
of operating performance from period to period by eliminating potential impacts of items that our
management does not consider to be indicative of our operating performance. We believe that this
measure provides useful information to the shareholders of the Company (“Shareholders™) and
others in understanding and evaluating our consolidated results of operations in a manner as if
they were helping our management in doing so. However, our presentation of “Adjusted Net Profit/
(Loss)” may not be comparable to a similarly titled measure presented by other companies. The
use of such non-IFRSs measure has limitations as an analytical tool, and should not be considered
in isolation from, or as substitute for analysis of, our results of operations or financial condition as
reported under IFRSs.

Adjusted Net Profit attributable to Owners of the Company for the six months ended June 30, 2024
was RMB272.8 million, compared to RMB151.3 million for the six months ended June 30, 2023.
This increase was primarily driven by the sustained release of operating leverage due to revenue
growth in our high-margin core business of photo, video and design products powered by GenAl
technologies. From the fourth quarter of 2019, we started to make a positive Adjusted Net Profit
attributable to Owners of the Company for consecutive fiscal reporting periods.
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The following table reconciles our adjusted net profit/(loss) for the six months ended June 30, 2024,

and 2023 to the most directly comparable financial measure calculated and presented in accordance
with IFRSs:

Six months ended June 30,

2024 2023
Owners Non- Owners Non-
of the controlling of the controlling
(RMB’000, unless specitied) Total Company interests Total ~ Company interests
Profit/(Loss) for the period 303,721 303,428 293 209,469 227,627 (18,158)
Excluding:
Share-based compensation 33,636 33,636 - 32,983 31,555 1,428
Changes in fair value of
long-term investments (1,580) (1,580) - 44,789 44,789 -

Remeasurement losses on

consideration to non-controlling

shareholders of a subsidiary - - - 40,970 40,970 —
Amortization of intangible

assets and other expenses related

to acquisition 4,482 3,675 807 2,200 1,394 806
Reversal of impairment losses

on cryptocurrencies (68,145) (68,145) - (185,563)  (185,563) -
Tax effects (1,480) (1,358) (122) (9,597) (9,476) (121)
Other one-off gains 3,144 3,144 - - - -

Adjusted net profit/(loss) for the
period 273,778 272,800 978 135,251 151,296 (16,045)

Non-controlling Interests

Non-controlling interests represent our profit/(loss) after taxation that is attributable to minority
shareholders of our non-wholly owned subsidiaries.
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Liquidity, Financial Resources and Gearing

Our cash and other liquid financial resources as of June 30, 2024, and December 31, 2023 were as
follows:

June 30, December 31,
2024 2023
RMB’000 RMB 000

Cash and cash equivalents 351,504 640,629
Short-term bank deposits and current portion of

long-term bank deposits 770,759 532,959
Long-term bank deposits 40,000 90,000
Short-term investments 136,240 140,850
Cash and other liquid financial resources 1,298,503 1,404,438

Cash and cash equivalents include cash in hand, deposits held at call with banks, and other
short-term highly liquid investments with original maturities of three months or less. Long-term
bank deposits and short-term bank deposits are bank deposits with original maturities over three
months and redeemable on maturity. Short-term investments are redeemable at any time and held
with the primary objective of generating income at a yield higher than current bank deposit rates.

Most of our cash and cash equivalents, short-term bank deposits, long-term bank deposits and
short-term investments are denominated in Renminbi, United States dollar and Hong Kong dollar.

Treasury Policy

We have adopted a prudent financial management approach towards our treasury policies and thus
maintained a healthy liquidity position for the six months ended June 30, 2024. To manage the
liquidity risk, the Board closely monitors the Group’s liquidity position to ensure that the liquidity
structure of the Group’s assets, liabilities and other commitments can meet its funding requirements
from time to time.
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Capital Expenditure

Our capital expenditures primarily included expenditures for refurbishment of our main office
building and purchases of property and equipment such as servers and computers and intangible
assets such as computer software.

Six months ended June 30,
2024 2023
RMB’000 RMB’000

Purchase of property and equipment 32,823 28,602
Purchase of intangible assets 5,537 242
Total 38,360 28,844

Long-term Investment Activities

We have made minority investments that we believe have technologies or businesses that
complement and benefit our businesses. Save as disclosed in the section headed “Significant
Investments Held”, none of these individual investments are regarded as material. Some of the
investments we made were early-stage companies that do not generate meaningful revenues and
profits. It is therefore difficult to determine the success of these investments at such an early stage,
among which, successful investments could generate substantial returns, while unsuccessful ones
may need to be impaired or written-off.

Six months ended June 30,
2024 2023
RMB’000 RMB’000

Investment in financial assets at fair value through profit or loss 157,530 5,000
Investment in associates 8,178 4,875
Investment in a joint venture - 10,000
Total 165,708 19,875
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Foreign Exchange Risk

Our Group’s subsidiaries are primarily incorporated in the PRC and Hong Kong, which considered
RMB and USS$ as their functional currencies, respectively. The Group is primarily exposed to foreign
exchange risk arising from foreign currency transactions. Therefore, foreign exchange risk primarily
arose from recognized assets and liabilities in our Group’s PRC and Hong Kong subsidiaries when
receiving or to receive foreign currencies from, or paying or to pay foreign currencies to business
partners outside of Mainland China. We did not hedge against any fluctuation in foreign currency for
the six months ended June 30, 2024 and 2023.

Pledge of Assets

As of June 30, 2024, we pledged a restricted deposit of approximately RMB300,000 (as of
December 31, 2023: approximately RMB300,000) to guarantee payment of certain operating
expenses and pledged a term deposit of approximately RMB20,000,000 (as of December 31, 2023:
nil) to guarantee a bank borrowing.

Contingent Liabilities

As of June 30, 2024, we did not have any material contingent liabilities (as of December 31, 2023:
nil).

Borrowings and Gearing Ratio

As of June 30, 2024, we made bank borrowings of approximately RMB93.80 million at an
annualized interest rate of 2.32% (as of December 31, 2023: approximately RMB14.98 million
at an annualized interest rate of 3.77%). Therefore, the gearing ratio of the Group was 2.10% as
of June 30, 2024 (as of December 31, 2023: 0.36%). The gearing ratio was calculated as the total
borrowings divided by the total equity on the respective reporting date. For this purpose, total debt is
defined as bank loan as shown in the consolidated balance sheet. The Group’s gearing ratio remained
at a relatively low level as the Group did not place material reliance on borrowings to finance the
Group’s operation.

Employee and Remuneration Policy

The Group had a total of 2,285 full-time employees as of June 30, 2024 (as of June 30,
2023: 2,212), a majority of whom were based in various cities in the PRC, including Xiamen
(headquarter), Beijing, Shenzhen and Shanghai. Remuneration is determined with reference to
market conditions and individual employees’ performance, qualification and experience.

In line with the performance of the Group and individual employees, a competitive remuneration
package is offered to retain employees, including salaries, discretionary bonuses and contributions
to benefit plans (including pensions). Employees of the Group are the eligible participants of the
Pre-IPO Employee Share Option Plan (“Pre-IPO ESOP”) of the Company (which had expired and
terminated on February 15, 2024), Post-IPO Share Option Scheme of the Company (which was
terminated on June 5, 2024), Post-IPO Share Award Scheme of the Company, 2024 Share Award
Scheme of the Company, the EveLLab Insight Share Award Scheme and the Pixocial Holdings Share
Option Scheme. During the six months ended Jun