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NetDragon Announces Fiscal Year 2018 Financial Results 
Record-High Revenue and Operating Profit 

 
(Hong Kong, 26 March 2019) NetDragon Websoft Holdings Limited (‘NetDragon’ or the 
‘Company’; Hong Kong Stock Code: 777), a global leader in building internet communities, 
today announced its financial results for fiscal year 2018. NetDragon’s management team will 
host an analyst briefing session at 9:00am Hong Kong time at The Clipper – 48/F, Two 
Exchange Square, Central on 27 March 2019 to discuss the financial results and recent 
business developments.  
 
Mr. Dejian Liu, Chairman of NetDragon, commented: “2018 was a record year for NetDragon, 
as both our revenue and operating profit reached record-highs. We recorded revenue of 
RMB5,037.5 million, up 30.2% year-over-year, and operating profit of RMB526.4 million, 
versus operating loss of RMB30.0 million in 2017. In addition, we generated cash inflows from 
operations of RMB694.1 million, up 105.9% year-over-year. These remarkable numbers were 
underpinned by our strong execution in both gaming and education segments.” 
 
“Our gaming business revenue grew by 41.5% year-over-year to a record-high RMB2,367.4 
million in the year. Mobile games remained a major growth driver, with 49.3% year-over-year 
growth in revenue. In terms of new games development, several new games in our pipeline 
have recently obtained license approvals, and we are optimistic that the industry’s licensing 
will continue. On the other hand, we will continue to execute our strategy to maximize IP values, 
and we are also looking to accelerate our growth further by expanding our IP portfolio, both 
organically and by working with different partners.”  
 
“We are also excited by the exceptional growth of our education business. In overseas, 
adoption of our interactive learning technologies continued to expand rapidly in both 
developed and emerging countries. As a result, Promethean strengthened its global market 
leadership1 in K-12 interactive learning technologies during the year with number-one market 
share in major markets including the U.S. and vast majority of the EU countries. We are also 
pleased to complete the acquisition of Edmodo in May 2018. With Edmodo joining our family, 
we are in a unique position to offer a complete product portfolio that covers pre-class, in-class 
and after-class learning environments, anywhere and at any time. More importantly, our online 
community has accumulated more than 100 million of registered users to date, which will 
enable us to accelerate user monetization.” 
 
“In China, we remained focused to drive adoption of our software platforms. As at the end of 
2018, the installed base of our flagship platform 101 Education PPT in China was 5.0 million, 
as compared to 1.2 million as at the end of 2017, covering all 34 provinces and cities across 
China.” 
 
  

                                                      
1 Based on report issued by Futuresource Consulting dated 18 February 2019, incorporating actual shipment volumes (excluding China) of the Company. 
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Fiscal Year 2018 Financial Highlights 
 
• Revenue was RMB5,037.5 million, representing a 30.2% increase year-over-year.  
• Revenue from the gaming business was RMB2,367.4 million, representing 47.0% of 

the Company’s total revenue, registered a 41.5% increase year-over-year.  
• Revenue from the education business was RMB2,565.6 million, representing 50.9% 

of the Company’s total revenue, registered a 21.9% increase year-over-year.  
• Gross profit was RMB3,047.2 million, representing a 39.8% increase year-over-year.  
• Core segmental profit 2  from the games business was RMB1,299.9 million, 

representing a 92.5% increase year-over-year. 
• Core segmental loss2 from the education business was RMB420.7 million, 

representing a 0.6% decrease year-over-year. 
• Non-GAAP operating profit3 was RMB651.8 million, representing a 853.8% increase 

year-over-year.  
• Profit attributable to owners of the Company was RMB545.6 million, compared to 

loss attributable to owners of the Company of RMB20.8 million for last year.  
• Non-GAAP profit attributable to owners of the Company3 was RMB625.9 million, 

representing a 768.7% increase year-over-year.  
• The Board of Directors proposed a final dividend of HK$0.15 per share (2017: 

HK$0.10 per share), subject to approval by shareholders at the coming Annual 
General Meeting.  

 
Segmental Financial Highlights 
 
 FY2018 FY2017 Variance 
(RMB '000) Gaming Education Gaming Education Gaming Education 
Revenue 2,367,405 2,565,556 1,672,858 2,105,290 41.5% 21.9% 
Gross Profit 2,262,355 766,057 1,565,359 589,675 44.5% 29.9% 
Gross Margin 95.6% 29.9% 93.6% 28.0% +2.0 ppt +1.9 ppt 
Core Segmental 
Profit (Loss)2 

1,299,923 (420,706) 675,117 (423,340) 92.5% -0.6% 

Segmental 
Operating Expenses 

      

- Research and 
development 

(458,932) (449,332) (439,811) (386,916) 4.3% 16.1% 

- Selling and 
marketing 

(239,312) (440,704) (199,971) (415,392) 19.7% 6.1% 

- Administrative (296,043) (239,497) (277,695) (159,156) 6.6% 50.5% 
 
  

                                                      
2 Core segmental profit (loss) figures are derived from the Company’s reported segmental profit (loss) figures (presented in accordance with Hong Kong Financial Reporting 
Standard 8 (“HKFRS 8”)) but exclude non-core/operating, non-recurring or unallocated items including government grants, fair value change and finance cost of financial 
instruments and fair value change of convertible preferred shares. 

3 To supplement the consolidated results of the Company prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”), the use of non-GAAP 
measure is provided solely to enhance the overall understanding of the Company’s current financial performance. The non-GAAP measure is not expressly permitted 
measure under HKFRSs and may not be comparable to similarly titled measure for other companies. The non-GAAP results of the Company exclude share-based payments 
expense, amortisation of intangible assets arising on acquisition of subsidiaries and impairment loss on goodwill. 
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Gaming Business  
 
Our gaming business revenue grew by 41.5% year-over-year to a record-high RMB2,367.4 
million. As a result of strong top line growth combined with operating leverage, gaming’s core 
segmental profit jumped by 92.5% year-over-year.  
 
PC games recorded 39.8% year-over-year revenue growth to RMB1,915.0 million. The 
number set a new historical-high over our 20 years of operating history. On the other hand, 
mobile games registered strong revenue growth of 49.3% year-over-year to RMB452.4 million. 
In particular, the combined monthly gross billings of Eudemons Online Pocket Version and 
Eudemons Online Mobile averaged RMB100 million during the second half of the year. During 
the year, we also focused on enhancing user experience by introducing new expansion packs, 
content updates and game features. As such, our ARPU surged by 64.8% year-over-year to 
RMB665. 
 
Looking forward, we will continue to drive growth by maximizing our IP values with new games 
and game-play features, as well as expanding our IP portfolio via self-development and 
partnerships. Finally, we are in a good position to launch a number of new games in 2019 as 
several new games in our pipeline have recently obtained license approvals, while some 
others are awaiting approvals following their applications. Currently, our pipeline is solid and 
diversified, as we plan to introduce multiple games under new IPs and genres in 2019. These 
include SLG and MOBA games which we expect to have upside in terms of monetization. 
 
Education Business 
 
Our education business revenue increased by 21.9% year-over-year to RMB2,565.6 million 
on the back of strong execution and solid progress being made on all fronts.  
 
In overseas, we are pleased to see our subsidiary Promethean recorded revenue of 
RMB2,200.3 million, up 25.9% year-over-year. During the year, we sustained our growth 
momentum in our major markets across developed countries, particularly in the US and 
Europe. We also excelled on the back of the Belt and Road Initiatives as we continued to 
expand into new markets across emerging countries, including Egypt, Nigeria, Kenya and 
Malaysia. In addition, we completed the shipment of the sizable second phase tender of 
Moscow’s multi-year Online School project as a part of its “Smart City” initiative. As a result, 
not only did Promethean strengthen its market leadership in K-12 interactive displays, but it 
also reported a net profit of RMB151.5 million in 2018, as compared to RMB5.0 million in 2017. 
 
We also made progress in building our learning community with our acquisition of Edmodo 
during the year. To date, the total users of Edmodo have exceeded 100 million in over 400,000 
schools across more than 190 countries. Combining Edmodo with Promethean’s interactive 
learning technologies, our comprehensive product portfolio will support the entire learning 
process, in and out of the classroom, including lesson preparation, lesson delivery, student 
collaboration, homework features, teacher-student-parent communications, education content 
marketplace and resources sharing. By capturing all the major use cases in K-12 learning, our 
complete product offerings will put us in a unique position to convert significant user traffic into 
massive monetization opportunities.  
 
In China, our strategy focus remained expanding user coverage and its traction was 
remarkable. As at the end of 2018, our flagship software platform 101 Education PPT in China 
reached 5.0 million installations, as compared to 1.2 million as at the end of 2017. Furthermore, 
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our VR business scaled quickly on the back of rising demand of VR-related projects across 
China, driven by the country’s objective to promote creativity. The Ministry of Education has 
also recently made VR a professional major, which has in turn laid the foundation for our future 
growth in this space. As a result of the growth in our VR business which entails higher gross 
margins, our China education business recorded a 13.6% increase in gross profit year-over-
year.   
 
Looking forward, we expect to start the online service monetization in the second half of 2019 
as we plan to launch our new online tutoring service on Edmodo. We are also excited that our 
new Promethean ActivPanel Element Series will accelerate cloud-based connectivity amongst 
students and teachers, which, together with Edmodo, will drive user engagement both in 
classrooms and at home. In China, we are also devising a strategy to start large-scale 
penetration of our Promethean offerings during the year.  
 
Our vision to revolutionize education with advanced technologies remains firm and clear. We 
are on a mission to create “the classrooms of the future” and we believe we are best positioned 
with our best-in-class learning products and technologies. 
 
 

- End – 
 
 
 

About NetDragon Websoft Holdings Limited 
 
NetDragon Websoft Holdings Limited (HKSE: 0777) is a global leader in building internet 
communities with a long track record of developing and scaling multiple internet and mobile 
platforms that impact hundreds of millions of users. These include China’s number one online 
gaming portal, 17173.com, and China’s most influential smartphone app store platform, 91 
Wireless, which was sold to Baidu for US$1.9 billion in 2013 as the largest Internet M&A 
transaction in China. 

Established in 1999, NetDragon is one of the most reputable and well-known online game 
developers in China with a history of successful game titles including Eudemons Online, 
Heroes Evolved and Conquer Online. In recent years, NetDragon has also started to scale its 
online education business on the back of management’s vision to create the largest global 
online learning community, and to bring the “classroom of the future” to every school around 
the world. 

 
For more information, please visit www.netdragon.com. 
 
For investor enquiries, please contact: 
NetDragon Websoft Holdings Limited 
Ms. Maggie Zhou 
Senior Director of Investor Relations 
Tel.: +852 2850 7266 / +86 591 8754 3120 
Email: maggie@nd.com.cn  
Website: ir.netdragon.com 
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE 
INCOME  

FOR THE YEAR ENDED 31 DECEMBER 2018 

 2018  2017 

 RMB’000  RMB’000 

    

Revenue 5,037,539  3,867,623 

Cost of revenue (1,990,298)  (1,687,860) 

    

Gross profit 3,047,241  2,179,763 

Other income and gains 118,189  95,393 

Impairment loss, net of reversal (11,717)  (275) 

Selling and marketing expenses (697,871)  (624,716) 

Administrative expenses (853,180)  (734,560) 

Development costs (922,867)  (844,076) 

Other expenses and losses (150,308)  (100,134) 

Share of losses of associates (1,370)  (822) 

Share of loss of a joint venture (1,717)  (567) 

    

Operating profit (loss) 526,400  (29,994) 

Interest income on pledged bank deposits 3,607  2,558 

Exchange (loss) gain on secured bank  

borrowings and convertible preferred shares (10,030)  3,250 

Net gain on convertible preferred shares 60,659  2,809 

Net loss on disposal of property held for sale (68)  - 

Net fair value gain on held-for-trading 
investment 

 
- 

 
58 

Finance costs (12,415)  (10,409) 

    

Profit (loss) before taxation 568,153  (31,728) 

Taxation (91,349)  (57,209) 

Profit (loss) for the year 476,804  (88,937) 
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Other comprehensive income (expense) for 

the year, net of income tax: 

   

Items that may be reclassified subsequently  

to profit or loss: 

   

Exchange differences arising on translation  

of foreign operations 

4,332  9,174 

Fair value loss on available-for-sale 
investment 

-  (17,385) 

Release of reserve upon impairment of 

available-for-sale investment 

-  28,687 

 4,332  20,476 

Items that will not be reclassified to profit or 
loss: 

   

Fair value loss on equity instrument at fair  

value through other comprehensive income 

(8,366)  - 

Write off of equity instrument at fair value 

through other comprehensive income 

(1,000)  - 

 (9,366)  - 

    

Other comprehensive (expense) income for 
the year 

(5,034)  20,476 

    

Total comprehensive income (expense) for  

the year 
471,770  (68,461) 

    

Profit (loss) for the year attributable to:    

- Owners of the Company 545,573  (20,843) 

- Non-controlling interests (68,769)  (68,094) 

 476,804  (88,937) 
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Total comprehensive income (expense)  

for the year attributable to: 

   

- Owners of the Company 541,430  (3,168) 

- Non-controlling interests (69,660)  (65,293) 

 
471,770 

 
(68,461) 

 

 RMB cents  RMB cents 

Earnings (loss) per share    

- Basic 102.42  (4.12) 

- Diluted 102.27  (4.12) 
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

AS AT 31 DECEMBER 2018 

 2018 2017 

 RMB’000 RMB’000 

   
Non-current assets   
Property, plant and equipment 1,657,417 1,373,026 
Prepaid lease payments 293,228 515,299 
Investment properties 77,281 64,532 
Intangible assets 824,991 715,578 
Interests in associates 23,591 15,961 
Interests in a joint venture 15,716 17,433 
Available-for-sale investments - 10,859 
Equity instruments at fair value through 

other comprehensive income 
1,493 - 

Loan receivables 12,850 18,410 
Trade receivables - 3,912 
Prepayments and deposits 45,564 - 
Contract assets 2,389 - 
Restricted bank deposit - 5,000 
Deposits made for acquisition of 

property, plant     and equipment 
7,698 7,441 

Goodwill 390,640 388,675 
Deferred tax assets 38,169 4,160  

3,391,027 3,140,286 

   
Current assets   
Properties under development 536,848 160,141 
Property held for sale - 9,213 
Inventories 267,420 106,430 
Prepaid lease payments 6,636 9,866 
Loan receivables 16,078 4,662 
Trade receivables 450,435 380,072 
Amounts due from customers for 

contract work 
- 16,522 

Other receivables, prepayments and 
deposits 

320,360 255,948 

Contract assets 29,775 - 
Amount due from a related company 140 1,704 
Amounts due from associates 2,105 5,264 
Amount due from a joint venture 751 159 
Tax recoverable 1,126 1,497 
Restricted bank balances 15,089 20,332 
Pledged bank deposits 156,168 145,084 
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Bank deposits over three months 68,632 - 
Bank balances and cash 1,483,352 1,578,477 

 3,354,915 2,695,371 

   

   
Current liabilities   
Trade and other payables 783,040 680,736 
Contract liabilities 412,462 - 
Amounts due to customers for contract 

work 
- 1,691 

Provisions 59,936 41,246 
Deferred income - 95,531 
Amount due to a related company 982 1,400 
Amounts due to associates 720 305 
Secured bank borrowings 155,157 146,132 
Promissory note - 46,226 
Tax payable 70,095 23,339  

1,482,392 1,036,606 

Net current assets 1,872,523 1,658,765 

Total assets less current liabilities 5,263,550 4,799,051 

Non-current liabilities   

Other payables 22,219 2,693 
Convertible preferred shares 108,904 95,249 

Secured bank borrowings 169,604 86,582 
Deferred tax liabilities 163,843 130,466  

464,570 314,990 

Net assets 4,798,980 4,484,061 

Capital and reserves   

Share capital 38,863 39,094 
Share premium and reserves 4,893,941 4,510,073 

Equity attributable to owners of the 

Company 4,932,804 4,549,167 

Non-controlling interests (133,824) (65,106) 

 4,798,980 4,484,061 
 
 


