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YY Stock Analysis — Muddy Waters Fraud Call Seems Most Likely Investment
Scenario (I actually took a look at the Bigo Live app)

YY stock representing JOY'Y Inc traded on the Nasdaqg: Y, is a Chinese company in the
online streaming business. When it comes to investing in Y'Y, most investment bank analysts
have it is as a strong buy based on its high cash position and fast growing live streaming apps
like Bigo Live and Likee.
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Y'Y stock price target - Source: Nasdaq

On the other hand, Muddy Waters recently published a short report on Y'Y stating how 90%
of the company’s numbers are fake. However, Muddy’s report focused on YY’s Chinese
business and not on the current business.

| have made an investigation into Bigo Live and found many inconsistencies so | would agree
with Muddy on Y'Y and say how the numbers represented in financial statements and Google
play rankings could be fabricated. This means investing into Y'Y stock is very risky and not a
value investment at all.

This Y'Y stock analysis will look at both sides so that you can make up your mind. We will
start with a stock price overview, business discussion, a fundamental analysis, sum of parts
valuation and conclude with the risk and reward investment thesis.


http://www.svencarlin.com/
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https://d.muddywatersresearch.com/tou/?redirect=/content/uploads/2020/11/MW_YY_11182020.pdf
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YY Stock Price Overview

YY’s stock is one of the Chinese companies that rewarded shareholders well since its IPO in
2021. However, there have been some significant ups and down and currently YY is in
another downturn. Part of the recent decline can be explained by the recent Archegos margin
call sell-off that | explained in this video, while the upside since the bottom of March 2020
was thanks to the company selling its Chinese business Y'Y Live to Baidu for $3.6 billion.
(Baidu Stock Analysis — another strong buy according to most Asian fund managers).
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Y'Y stock price historical chart

| have summarized below analysts’ Y'Y stock price targets as of the end of Q1 2021 and | just
have to add Deutsche with $134 and Morgan Stanley with $169. The main differences in
valuations and price targets come from the different price to sales ratios applied to the
remaining global live streaming business.
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Price targets are one, but let’s first discuss the business.

YY Stock Analysis - JOYY Business Overview - Bigo Live and Likee

JOYY is now a global streaming platform and not a Chinese one anymore as Y'Y China has

been sold to Baidu.
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The two key platforms going forward are Bigo Live and Likee.

BIGO Live is a gaming/entertainment live stream platform.
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Bigo Live — Source: BIGO

Average mobile MAUSs of Likee are at 120.1 million according to what the company says.

Dual-engine strategy unleashing potential of huge market Joyy

Dual-engine growth strategy combining Fulfilling strong social demand
short-form video with live streaming from global users

JOYY stock analysis, streaming platforms — Source: JOY'Y Investor relations

Their target is to achieve 4 times the scale they had with Y'Y trough Bigo Live by expanding
in North America, Europe, South East Asia and the Middle East.


http://www.svencarlin.com/
https://www.bigo.tv/
https://ir.joyy.sg/static-files/e2b58a7b-f15c-4f66-a473-ccdad9ef2a9d
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Bigo Live: the leading global live streaming platform Joyy
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JOYY stock analysis, Bigo’s target market — Source: JOY'Y Investor relations

Bigo Live is what they call their ‘growth platform’ but the number of users isn’t staggering at
29.4 million in Q2 2020 and according to the last earnings (Q4 2020), actually declining to
28.7 million. This means that after the Covid-19 boom, the growth is not ‘exponential’
anymore and not even growth.



http://www.svencarlin.com/
https://ir.joyy.sg/static-files/e2b58a7b-f15c-4f66-a473-ccdad9ef2a9d
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Bigo Live: exponential growth, deepening penetration in more markets

14 April 2021
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JOYY stock analysis, streaming platforms — Source: JOY'Y Investor relations

The average mobile MAUSs of Hago decreased by 49.9% to 16.5 million from 33.0 million in
the corresponding period of 2019 primarily due to the impact of the Indian government’s

measures to block Chinese-owned apps in its local market.

As they sold Y'Y Live, they are now going global and thus competing with Facebook,
TikTok, YouTube and other platforms. The main question I focus on as an investor are

related to the differentiating factors and moats.
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Bigo Live: more exciting social features and prevalent user participation Joyy
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JOYY stock analysis — Bigo Live - Source: JOYYY Investor relations

From a web search perspective Bigo seems like a gaming interactive platform and a dubious
platform for girls collecting beans which is the currency broadcasters get paid with.
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JOYY stock analysis — Bigo Live - Source: BIGO TV

The live entertaining part of Bigo.
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JOYY stock analysis — Bigo Live - Source: BIGO TV

Of course, scantily clad girls will always attract a public, but if you look at the average
number of views, the views and the number of performers area actually low and lower than
1,000.

Likee seems to be competing with Instagram or TikTok.
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Likee platform — Source: Likee

What is positive about Bigo is its ranking on the Google Play. Bigo Live is the 7"" global
grossing app.


http://www.svencarlin.com/
https://www.bigo.tv/
https://likee.video/?lang=en
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Top paid apps
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Bigo Live grossing position on Google Play — Source: Google Play

Also, the company’s market reach seems working as if | just look globally, Bigo Live is the
top grossing app in the US, second in Saudi Arabia, fifth in Australia and tenth in France.

Google Play Rankings

Top rankings

Rank Country Category List

2 Saudi Arabia Overall Top Grossing
1 United States Social Top Grossing
2 Saudi Arabia Applications Top Grossing
9 Germany Overall Top Grossing
7 United States Applications Top Grossing
5 Australia Overall Top Grossing
5 Switzerland Overall Top Grossing
10 France Overall Top Grossing
6 Indonesia Overall Top Grossing
b South Korea Overall Top Grossing

Bigo Live grossing position on Google Play — Source: Google Play



http://www.svencarlin.com/
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https://play.google.com/store/apps/top?hl=en&gl=US

Sven Carlin Research — www.svencarlin.com 14 April 2021

App Brain has Bigo as the sixth grossing app in Italy too.
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Bigo Live — Source: AppBrain

The app Likee has more than 500 million downloads on Google and more than 10 million
very positive reviews.
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The company also reported Likee has more than 140 million active monthly users at the end
of 2020.

So, it looks all great, the cash is coming, the apps are growing fast and therefore thanks to
that the stock should be a bargain.

YY stock likely fraud perspective

| wanted to see whether the numbers showed by the company and on Google ranking are
correct or perhaps manipulated. My findings indicate that a lot of the numbers above are
fabricated in one way or another. | am not saying it is fraud because you are allowed to use
bots to entice real users to more engagement, but it is a shady practice and it should actually
be banned. Using advertising to rank better on Google is also something not illegal, but
investors should know about the source of the growth. From an investing perspective, the
business model is not sustainable and actually worthless. Let’s start with the real look at Y'Y.

1) Nobody knows about Bigo in the US or Europe but the app is the top grossing app?
Something is wrong there.

| have made an introductory video discussing Y'Y and shared the bullish thesis the investment
banks analysis have while also discussing the bearish thesis from Muddy Waters. | have
asked my viewers to comment or send me insights into the business and their knowledge
about it.

The video was published on Sunday 11th of April 2021 and by the time of writing this, the
13th of April, the video had 17,000 views and 520 comments.

YY Stock To Buy (Nasdaq: YY) JOYY - Growing
Streaming App With Cash (Let's Check Together!!!)

17K views * 2 days ago *
T

f, Value Investing with Sven Carlin, Ph.D. @ 163K subscribers

Co

Stock price: YY (NASDAQ)
US$100.01 -3,26 (-3,16%)

YY stock is a stock to buy according to most investment banks. JP Morgan has a
YY stock price target of $159 while the current YY

New

Y'Y stock analysis video 1 by Sven Carlin

Of those comments, none from US or Italian users ever heard of Bigo or Likee. Here is just
one example. You can check the comments in my video for yourself, nobody from the US or
Europe had anyone that knows the app.

Felix Z 2 days ago 1 subscribe
U.S. 40 never heard of them outside cnbc and investment videos. Tiktok is king.
e 9 & RePy [

- View reply from Value Investing with Sven Carlin, Ph.D.

Y'Y stock analysis video 1 by Sven Carlin
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Further, | went onto the Bigo Live site for the US and found the following:
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On Bigo Live USA there was a total of 24 broadcasters that a number of viewers between
100 and 1,500 and only Kenshiro had more than 1,000 views. Further, when I checked
Kenshiro’s channel, none of the language was English.
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So, for Bigo TV, I am looking at the sixth top grossing app in the US, but the total number of
live views streamers allegedly in the US have around 15:00 Eastern Time is less than 24,000.
Plus, the top US streamer is not from the US and most of the comments are in a writing |
don’t understand.

Then | checked DJWooKid and with just 192 live viewers, in the 15 seconds | managed to
force myself to do research on what is going on with DJWooKid, he got a ton of comments
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and a ton of gifts from various people. The amount of beans (currency withing Bigo) he
received was just going up and up while I was watching.
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Source: BIGO TV

Just 30 seconds later, more gifts and the number of beans received automatically increased at
staggering speed.
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After looking at the above, and | urge you to test it yourself if you don’t trust me, my
assumption is that most of the traffic is fabricated through bots in a push to make the app
popular globally. Thus, as it is common with apps that have gifting incorporated, the app
itself creates gifts to incentivize real viewers, if there are any, to gift. If the company counts
these fake gifts or the gifts that performers have to give to other performers thanks to their
contracts, the also the financials are fabricated and Muddy Waters is correct. | suggest you
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spend 15 minutes on your country’s Bigo, | am sure you will agree with Muddy Waters on
the value of Bigo’s business.

Thus, | would argue that Bigo Live’s top grossing position on Google play is mostly
fabricated by bots creating fake revenues. | cannot figure how can a live app with maybe
20,000 live views, of which we don’t know the share of real views, with terrible content, be
among the top grossing apps in the US.

| checked the same for Italy, nobody of my Italian viewers ever heard of it but the app is the
6" grossing in Italy.

Riccardo Paolini + 19 hours ago o< chy@ YY Stock To Buy (Nasdaq:
Italy - 21 - never heard of Bigo e v YY) JOYY - Growing
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Walt Kowalski € - 19 hours ago o ® an@ YY Stock To Buy (Nasdag:
e Italy - Rome. I'm 45 and | never heard this app. | have asked to my sons (13 and 15) and never them know Bigo. The venor a0 g8 YY) JOYY - Growing
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i 4
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Y'Y stock analysis video 1 by Sven Carlin

| have checked Bigo Live for Italy at 21:30 CET, which is prime time in Italy, and the
situation is even worse than in the US. The number of channels live was similar, 24, but the
maximum number of views for a channel was 366.
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Source: Bigo

| checked the performer with the maximum number of live views and he was even interrupted
by his grandmother while streaming. A little bit later, he and other performers were
discussing how many gifts they gave to each other and whether they have reached their
targets. The most ridiculous conversation | ever listened to but it showed me how the
grossing data for Bigo is likely fabricated through a gifting loop broadcasters must adhere

too.
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From my research it seems that anyone who is live on Bigo gets a lot of gifts, which means it
is all through bots or the company is actually paying people to be live. Secondly, | haven’t
seen the contracts, but it seems performers are forced to pay others to create a circle of
payments that is likely what makes Bigo a top grossing app. | have found here a good article
discussing how the Bigo financial ecosystem works.
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Monetization is Bigo live is driven by the purchase of Diamonds, its Hard
Currency. The store looks like this: (I have a balance of 254 diamonds).

all irtel = 21:39 g BRI
< Wallet
Diamonds
Current Diamonds
42 ¥ 79.00

297 ¥ 549.00

850 ¥1,589.00

2552 ¥ 4,999.00

4288 ¥ 7,900.00

Diamonds enable viewers to buy gifts for broadcasters. Say a gift worth 100
diamonds is given to a broadcaster, he/she would receive 100 beans. It is a 1 for
1 transaction and the diamonds are turned into Beans. The 100 Beans can be
withdrawn into USD

Source: Akash
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Some quick math:

» Lets assume | spent $100 in the app

« This got me about 3402 diamonds

» | gave gifts and all my 3402 diamonds turned into 3402 Beans

» The broadcaster withdrew this and got $16 (210 beans = $1)

» So from the $100, the broadcaster made 16%, the platform took its 30% cut
and Bigo nets 54%

Now it gets even better. Bigo has figured out how to increase this 54% figure.
The next screen should give you a clue

il Airtel = 21:41 7% 7%
< Wallet
Beans
w0

Current Beans

Converts [ 10 Beans ]

into
[ 100 Beans I
300 [ 1000 Beans I
900 | 3000Beans |
3000 [ 10000 Beans |

Broadcasters then can use again the currency to purchase vip status and further increase
Bigo’s revenues.

VIP tier 1 VIP tier 2 VIP tier 3
Cost to Buy (diamonds) 49000 15000 3000
Cost to Renew (diamonds) 19600 7600 1200

Source: Akash

The following picture summarized Bigo’s initial loop that allows it to be the top grossing app.
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Apart from the above way of inflating grossing revenues, the next step is advertising in order
to reach a high Google download ranking.

2) Bigo is pumping numbers by paid social advertisement in cheap advertising countries

According to Mobile Action, Bigo is among the top advertisers in the world. The revenue
loop explains the grossing rankings the advertising explains the download rankings. The
usage here doesn’t really matter as long as numbers can be fabricated.
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Bigo’s global advertising ranking — Source: Mobile action

Bigo is spending money to advertise on 19,000 apps. Given the terrible quality of the app and
content, they will have to constantly spend more on advertising to keep their numbers and
rankings up. Not something sustainable at all in my opinion.
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The only geography that | have had more than one viewer say they heard about Bigo was
Saudi Arabia but they said they heard about it only through advertising.

Alhobab Khalawi * 20 hours ago ory Jowe YY Stock To Buy (Nasdaq
Bigo is widely used in Saudi Arabia, also | have seen their advertisements in YouTube more than here in my garage (& e 43 ’ YY) JOYY - Growing
“ TARGET Streaming App With Cash .
REPLY 1reply v i1 L L o : $160
H f Value Investing with Sven Carlin, Ph.D. @ JEERECERIERE] a
4

finally one positive about them - but it is growth through advertisements, not organic - thus we don't know if
sustainable business model!

REPLY i L L L 4

o Mahmoud Alsaif + 7 hours ago il Joyy| Y¥ Stock To Buy (Nasdaq;

31 year old from Saudi Arabia (supposed target market for this company). | checked with several 20-30 year olds as well. Most of us - YY) JOYY - Growing
have seen mabile ads for these apps but none of us have used them and don't know much about them. T‘;‘:g&ﬂ ‘ Streaming App With Cash
REPLY  1reply ~ . ¥ &

ﬁ Value Investing with Sven Carlin, Ph.D. @ JEERESEEHIIETI]
4 thanks for sharing, really helpfulll

REPLY 1l Ll v

» Moath Alzahrani + 1 day ago
: | am from saudi | know few friends who have bigo but it is not that famous. In Saudi the most famous live are on instagram where
people will watch celebrties make live.

REPLY 1reply v ) L ] fo

s? Value Investing with Sven Carlin, Ph.D. @ JEEECEHI L[S
i 4

thanks!!!! Really helpful!
REPLY 1y o L 4

Bahaa Al-Deen Mohammed @ - 1 day ago
33 years old living in Saudi Arabia,

The like app appears alot as an advertisement in my games and feed, they had an ad in one of my games and downloaded it, many
young people in there i would understand why it might grow in the future since it reminds me alot of tik tok

° REPLY  1reply v ws & &

f Value Investing with Sven Carlin, Ph.D. @ JEEREEERGRIENT
i 4

thanks for sharing!

REPLY i L L 4

The key here is that in Saudi Arabia Bigo grows through advertising. If the advertising stops,
it is likely the app will simply disappear because it can’t compete with real apps like TikTok,
Facebook, Twitch.

| have checked Saudi Arabia and the number of channels is 10 times the number in Italy or
the US, but the number of live viewers is very low, approximately 100 per channel. What is
interesting is that the views are distributed unanimously across channels which is something |
find very hard to believe is real.
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All the channels that you check, constantly receive gifts from various people, even if the
number of people watching is low.

After spending half an hour looking at Bigo TV, | am concluding it is impossible this is an
app that would genuinely rank anywhere on Google. The content is terrible, the traffic is
likely created by bots and the company is probably financing it all.

3) I haven’t found a clear contract with Bigo available online for broadcasters

I have found one video on YT explaining how to be successful on Bigo and it says how you
need to have an agency that pays you if you want to properly work for Bigo. So, Bigo is
financing the agencies that consequently finance the performers, by setting an intermediary in
between, Bigo isn’t related to what is going on.

How To Be Successful On Bigo Live App ? |
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How to be successful on BIGO TV.

If you go look at the reviews of the app, you will find some patterns (praise, issue, praise)
within them which again suggest even the reviews are written by bots or paid by agencies.

Coupons v Q

Age Rating
In-App Purchases Yes

Developer Contact

SEE ALL INFORMATION

® Popular Coupons By
Category

66% Off
Gl sam's Club Membership
Packages

) 20% Off

All Contacts from
Walgreens

$15 Credit
amazon|

New Amszon Gift Card

Buyers

$12 Off
GRUBHUB]

For New Grubhub
Customers

) 20% Off

Pickup Ordlers from
Walgreens

Source: Appgrooves, Likee review

) (Travera >

@ Likee - Let You Shine & Share @ [J Save @
About Coupons For  Ratings & Top AppGrooves  What People Featured inApp i 5
This App This App Reviews Features Review Are Saying Store +
8M+ Ra s —
10.8M+ Rating e .

# Write a Review

Likee is an amazing app Dec 13,2019

8y Tifs06441
Likee is an amazing app. It often has a lot of interesting activity topics, on which | can often find a
lot of interesting content, but also a lot of meaningful videos, which benefit me a lot. I've had this
app for a while now and | am still not tired of it.l love posting videos to see how much likes | get
and | like giving likes to good videos that inspire me. Likee has really changed my life in a good
way. | can&#39;t help checking likee from time to time. It brought me much fun and
entertainment when | feel down or bored. | can find different kinds of videos and posters 1 more
Awesome...but Jul's, 2019
By TurboMaSster

This app is awesome. Your new designs are nice and are really useful. And | know that you guys
do your very best on making this app successful for the people who enjoy it. | just have one little
problem though. From your app Like, you had levels that when you reached them, you can have
special privileges. One that | found out that stood up to me was the one where if you reached
level 25, you can remove the watermark on your videos. So | have been trying so hard to earn my
way up to level 25 by making videos and giving out gifts on other people’s live-streams. W more

Mar 29, 2021

8y Muhammad lkram khan
This application is so amazing. It is latest source of fun . With promises that you can gain a
fanbase, meet celebrities and talented artists, and earn a living, Likee is becoming a hot social
media app with tweens and teens. The fact that it's free helps with the popularity, but there are
some legitimate security, privacy and content concerns that may not be initially apparent.

Likee brings me a lot of fun Dec 13, 2019
By PIx4017566

Likee is one of my favorite apps. Here are my reasons: 1. It brings me so much fun. There are a lot

@ 6 Free Coupons For You A
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War 24, 2021

% By B. Spring911

Having Great time learning the ropes,| have had a few challenges along the way but nothing too
crazy that wasn't able to be rectified really quick the app is very user friendly it's seen worldwide
and it seems to be easy to grasp a following or a foothaold as long as you have content that
people would like to watch enjoy be funny serious dramatic whatever the case may be there is
something for everybody within the confines of likey so come join the lucky family they'll be
happy to have you,

Fksjfjsjcjsjxj Jul 22, 2020
& By Why did i get this game olivia

| loveeee the app!!! It's so fun and you can make so many creative videos!! But this is what | hate,
bots {| hate them maostly because half of my likes and comments are bots and it's SO annoying),
toxic ness (mostly | see someone do a video and all the comments are “ewwww” “fattyyy” and |
get 50 mad at that like DUDE and | especially hate how you can get banned from going live for
NO reason one time | went live and | was playing roblox then | got banned for NO READOn &qgt;:0

Here's what you should add!! A green screen (i know that you can do that in 4D magic but it takes

Mar 26, 2021

& By Angela Richardsaon

This app is really fun to be on and it's really easy to make videos. Takes a bit to figure out how to
do some things on it but after u had it for a while it's easy to use. Should make it so anyone can
go live and more edit options. But, other then that it's still 5 stars.

It's a awesome app!! @ Oct 9, 2020

& By hisserl17

S0 | have been doing Likee for about two weeks now | would say, and it's great!! Even though I'm
only nine | still think that this is great! The fact that you can make a private account just in case is
great because or else my parents would make me delete this app. | think that their is some things
that could improve like the recording when | record | tap on the recording button and it just
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About Likee Sep 29, 2020
By Briznnz P &

Hey likee users | love this app so much it's even better than tictok you guys have changed my life
a lot when | new tictok was getting taken down | was like sad and this ad came on and | watched
itAnd | was like this is just like TickTock and | got on there and made my first videos like this is
some like good like | love it but now | am are used to be like a TikTok fan but now I'm like a Likee
fan but it's the best thing | get it you could ever done to meThere’s a Likee app I'm on Likee right
now isn't it crazy like he's even better than a TikTok but TickTock like it won't let me get into it like

Apr B, 2021
& By Nicole Phanish
This app is amazing | love it | think a lot of people should get the app | don't see anything wrong

except for the fact that it may lag just a tiny bit but | think it's just my internet so yeah the app is
really good

Mar 28, 2021
& By Imani Mccreath
| love it but there is a problem the language is not in English so i don't know what there saying ok

so change it so the other people can understand in there own language ok .and those who are
reading this download today ok .| LOVE THIS APP AND U WILL TOO .

Likee reviews — Source: Google

Applyzer shows where Bigo is most popular with downloaded apps too, but it is so in
countries like Cambodia, Vietnam, Nigeria, Algeria, Pakistan, Malaysia et.

Country Top Apps Soclal/Networking Top Overall
Cambodia Q- a7 6 O 50
Vietnam (N E 65 Q- 6 78
Italy Qo 69 - 4 Qe 89
Nigeria Q- 71 Q- 13 Q- 75
Algeria Q- 74 Q- 10 Q- 100
Pakistan o 77 9 Q- 89
Malaysia (A2 80 10 Q- a7
St Vincent and The Grenadines Q- 95 Q- 65 Q-1 0
Laos Q- % (N E 13 O 121
Thailand (2! 9% 1 Q- 119
Nepal 0*25‘ 105 Q+1 1 0*33 125
Saudi Arabia Q+4 106 0-1 13 0*3 126
—y
Jordan 0-5 110 0-2 & 0-11 137
Philippines Q- 116 16 Q- 143
Brunei Qo 120 Q- 2 Q) oo 170
Uzbekistan Q= 123 (A L) 13 Q- 174
Niger Qe 128 Q- 9 Q- 169
Indonesia Q- 134 13 Q- 148
Eoypt Q- 135 - ? Qs 184
Turks and Caicos Qs 136 Q- 16 Qs 212

14 April 2021

Bigo appl ranking - Source: Applyzer

The thing is that advertising on social media in the above countries is extremely cheap and

you can get a lot of downloads. The downloads lead to a high ranking on google which makes
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good numbers, the sponsored or fake traffic adds to it and analysts that likely never checked
the app, are excited which leads to high stock price targets. This is how a scam is made in
these days, nothing illegal but, all you need to do to believe it is not creating value for
shareholders is to check the app and the live performances on Bigo.

When starting to look at the Y'Y stock investment thesis I have also summarized the
financials and sum of parts valuations that the investment banks analysts made alongside
Muddy’s report. You can find that below but my conclusion is that the value of Y, is likely
to be the net cash you are going to receive through dividends when they get the money from
Baidu and that is it. We will see how much will that be, but certainly not $8 billion, so the
most likely outcome for Y'Y stock is that it is going down. Of course, if bots aren’t the ones
inflating the price too.

Before considering Y'Y stock, please check the Bigo app so that when the stock crashes you
don’t ask yourself ‘why why’ have you invested in Y'Y stock.

JOYY stock analysis — financials
JOYY has a lot of cash on the balance sheet which makes it a value investment with 23.5
billion RMB or $3.69 billion in cash.

BALANCE SHEET AND CASH
As of December 31, 2020, the Company had cash and cash equivalents, restricted cash and cash equivalents, short-term deposits, restricted

short-term deposits and short-term investments of RMB23,503.6 million (US$3,602.1 million).
——

SHARES OUTSTANDING
As of December 31, 2020, the Company had a total of 1,598.9 million common shares, or the equivalent of 79.9 million ADSs, outstanding.

JOYY stock analysis — cash position - Source: 2020 Earnings report

However, most of the cash there emerged after share issuances and other financial
transactions as Tencent exercised its options to buy Huya.

In 2019, compared to 2018, short term deposits and short term investments increased by 14
billion RMB. Goodwill increased by 13 billion RMB while total liabilities increased by 9.5
billion RMB.

25


http://www.svencarlin.com/
https://ir.joyy.sg/news-releases/news-release-details/joyy-reports-fourth-quarter-and-full-year-2020-unaudited

Sven Carlin Research — www.svencarlin.com

CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31,2018 AND 2019
(All amounts in thousands, except share, ADS, per share and per ADS data)

14 April 2021

As of Decmber 31,
BT} iy 019
RME RME 55
(Note2(e))
Assets
Current assets
Cash snd cash equivalents 6004231 38 55007
Resuicied cash nd cahsquivalens — 03
thort-term deposits 7360 mmm— 1670 2,408 987
hort-term deposits — 633034 93,802
estments 5622180 807571
receivahle, net 762,018 109,457
rom related parties 17,262 2450
Financing receivables, net 768 343 105,344 15,132
Prepayments and other current assets 1019019 970,807 139,447
Total current assets 16,489,620 28799969 4,136,857
1,000,000
70834 13,334
Investments 1591524 39,410
Property and equipment, net 1296319 324,106
Land use rights, net 1,784,639 249439
Intangible assets, net 36759
Right-of-use assets, net 39,588
Goodwill 1,550,748
Financing receivables, net 18,584
Other non-current assets 36,508
Total non-current assets 3.362.566
Total assets RG]
Liabilities, mezzanine equity and shareholders” equity
Current liabilities
Convertible bonds (including convertible bonds of the eansolidated variable interest entities{"VIEs”) without recourse to the Company of nil and nil as of December 31, 2018 and 2019, respectively) — —
Aceounts payable (including accounts payable of the consolidated VIES without recourse o the Company of RMBI 12,167 and RMB90,764 as of December 31, 2018 and 2019, respectiv 114589 124,551 17891
ene VIES without recourse 1o the Company of RMBIS0,3 16 and RMB1,225 819 35 of December 31, 2018 and 2019, fespe 951616 1343308 192,954
Advances from customers (i fi VIEs without ‘ampany of RMBLO16%0 and RMB150,091 25 of December 31,20
respectively) 101,690 150091 21,559
Income taxes payable (including income taxes payable of the consolidated VIEs without recourse to the Company of RMBI62, 118 and RME3 19,838 as of December 31, 2015 and 2019,
respectively) 235 361 451,623 64872
Acerued liabilities and other. ‘accrued lishilities and ather curvent lisbilit consolidated VIEs without recourse to the Company of RMB2.207, 138 and
N2 067 H11 saf Desebes S 18 and 3019, n-smc[ln\yi 2414371 4,673,000 67123
Amounts due 10 related partes (inel ding amounts due 10 related parties of the corsoliduted VIES withou recourse 10 the Company of RME28,336 and RMB208 33 s of December 31, 2015 and
2019, respectively 23336 31029
Lesse it due within on year incling esse il due within one year of the comsol dted VIES withoutrecoss o the Company of il and RME,252 s of December 31, 2018 snd
cir -
Short i fams inding shon-ems ks o lidated VIES without recourse to the Company of nil and RME270,565 35 of December 31, 2013 and 2019, respectively) — 0,057
Total current liabilities 1853006 L097.076
Nan-current n..hum.
Convertible ing converibl bonds of th conslidated VIES withot scours o he Campany of il and il a8 of Doceber 31,2018 nd 3019, rspocively) — 719,436
cae liailites Elmludmg s s of the consolidated VIES without recourse 1o the Company of il and a5 of December 31, 2018 and 2019, respectively) = 23382
revenue of lidated VIES without recourse to the Company .mnmwr o RAB2% 111 05 of Deccree 31 30 and mu respectively) 91710 34552
Detemed o Tk i deferad e i of e sonsaluit YL oot v o s Company of f December 31, 2018 and 2 27508 33013
Ot non-currnt lshite (mehcing other nom-cutent bl of the consaldaiod VIES withaut reenure 10 the Company of i and RMBI1405 s o Decerher 31 o
respectively) — 1651
Total non-current liabilities 119215 817034
Total linbilities 3972241 13,325 646 1.914.110
F-6
CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2018 AND 2019 (CONTINUED)
(All amounts in thousands, except share, ADS, per share and per ADS data)
As of December 31,
2018 2019 2019
RMB RMB uss
(Note 2(e))
Commitments and contingencies(Note 29)
Mezzanine equity 418673 466,071 66,947
Shareholders® equity
Class A common shares (US$0.00001 par value; 10,000,000,000 and 10,000,000,000 shares authorized, 981,740,848 shares issued and
outstanding as of December 31, 2018; 1,301,845,404 shares issued and 1,293,162,504 shares outstanding as of and December 31,
2019, respectively) 59 80 11
Class B common shares (US$0.00001 par value; 1,000,000,000 and 1,000,000,000 shares authorized, 288,182 976 and 326,509,555
shares issued and outstanding as of December 31, 2018 and December 31, 2019, respectively) 21 24 3
Treasury Shares (USS0.00001 par value; nil and 8,682,900 shares held as of December 31, 2018 and December 31, 2019, respectively) — (168,072) (24,142)
Additional paid-in capital 11,168,866 21,921,562 3,148,835
Statutory reserves 101,725 149,961 21,541
Retained earnings 6,913 469 10,272,122 1,475,498
Accumulated other comprehensive income 336,152 890,209 127.871
Total JOYY Inc.’s shareholders® equity 18,520,292 33,065,886 4,749,617
Non-controlling interests 2,856,839 5,351,880 768,749
Total shareholders® equity 21,377.131 38.417.766 5,518,366
Total liabiliti ine equity and shareholders’ equity 25,768,045 52,209,483 7,499,423

The accompanying notes are an integral part of these consolidated financial statements.

F-7

Source: 2019 20-F

Therefore, the cash is likely there somewhere but not created through business operations,

just financial operations which is a minus when analysing the sustainability of the live

streaming business model.
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However, JOYY just sold Y'Y Live and $3.7 billion in cash is expected to arrive from the sale
of YY Live, pushing JOYY’s cash position is to $7.4 billion.

The company is also seeing positive operating cash flows but not positive free cash flows and
the theory is that as the remaining platforms are still in the growth phase, net profits are
logically negative.

Strong cash generating capabilities Joyy
Key Balance Sheet ltems As of June 30, 2020 Operating Cash Flow
RMB mm

RMB mm 45817
Cash and cash equivalents 4,756.6
—
Restricted cash and cash equivalents 3.5
Short-term deposits 10,172.0
—
Restricted short-term deposits 503.0
Short-term investments 39253
L |
Total cash 19,360.4
Total current assets 209723
———
Total assets 52730.7
—
Total current liabilities 5,708.6
L
Total liabilities 11,460.2
—
Total liabilities, mezzanine equity and 52730.7

shareholders' equity

2015 2016 2017 2018 2019

JOYY stock analysis — balance sheet Q2 2020 — operating profits before selling Y'Y

From the above operating cash flow, I have to deduct Y'Y Live operating cash flows. As
YY’s cash flows in 2020 were 3 billion RMB, we could conclude other remaining platforms
have 1.5 billion RMB in operating cash flows or $229 million. That is if the accounting is
proper.
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Liguidity and Capital Resources

As of December 31, 2020, YY Live had RMB206.2 million (USS31.6 million) cash and cash
equivalents. Y'Y Live's cash and cash equivalents consist of cash on hand and investments in interest
bearing liquid investments. During the Track Record Period, Y'Y Live have financed its operations
primarily through cash flows from operations.

Cash Flows
The following table sets forth a summary of Y'Y Live's cash flows for the periods indicated:

Year ended December 31,

2018 2019 2020
RMB RMB RMB LSS
(in thonsands)

Net cash provided by operating activities . . ............... 3787985 3BI5151 3093275 474,066
Net cash (used in) provided by investing activities ......... (26.,404)  (192,783) 45,208 6,928
Net cash used in financing activities . .. ... .............. (3,723,605} (3.600.884) (3,002,014) (460,079)
Met increase in cash and cash equivalents ... ... .. ...... 37.976 21,484 136,469 20,915
Cash and cash equivalents at the beginning of the vear .. . ... 10,262 48,238 69,722 10,685
Cash and cash equivalents at the end of the year ........... 48,238 69,722 206,191 31,600

YY Live financials — Source: Baidu’s listing prospectus

If Baidu paid $3.7 billion for 3.09 billion RMB ($474.1 million) in operating cash flows, the
operating cash flow valuation for such a business is 7.8. Thus, the remaining $229 million in
operating cash flows for JOY'Y could be valued at $1.78 billion from that perspective.
However, given the countries the company is operating in, I would attach a much lower
valuation and given the above business overview | made, | actually give it a valuation of zero.

Further, yes Bigo has seen growing revenues but also growing costs in line with revenue
growth. Not something | would call scalable and we have seen how paying terrible
performers to perform is something | don’t think will ever be profitable.
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Mr. Bing Jin, Chief Financial Officer of JOYY, further commented, “During the fourth quarter of 2020, we grew our total revenues by 77.5% year
over year to RMB3,783.5 million (U5$579.9 million), with revenues from Bigo grew by 87.9% yegr over year to RMB3,389.8 million (US$519.5
million), mostly driven by an uptick in its live streaming revenues. Due to its improvﬁprmﬁnetization Machieved a
positive non-GAAP operating margin for the second consecutive guarter. Going forward, we will continue to invest in our business
development initiatives to further expand our global market reach, cultivate our highly engaged user community, and grow our high-quality
content offerings. We will also actively explore flexible ways to return value to our shareholders and maximize shareholder value.”

Fourth Quarter 2020 Financial Results

NET REVENUES
Net revenues increased by 77.5% to RMB3,783.5 million (US$579.9 million) in the fourth quarter of 2020 from RMB2,131.9 million in the
corresponding period of 2 i 9, primarily driven by the growth of live streaming revenues from BIGO.

Live streaming revenues increased by 93.3% to RMB3,593.9 million (US$550.8 million) in the fourth quarter of 2020 from RMB1,859.1 million
in the corresponding period of 2019, primarily attributable to continued user base growth and enhanced monetization capabilities of BIGO.

Other revenues decreased by 30.5% to RMB189.6 million (US$29.1 million) in the fourth quarter of 2020 from RMB272.8 million in the
corresponding period of 2019, primarily due to the decrease in other revenues in all other segment.

COST OF REVENUES AND GROSS PROFIT

Cost of revenues increased by 76.6% to RMB2,674.7 million (US$409.9 million) in the fourth quarter of 2020 from RMB1,514.5 million in the
corresponding period of 2019. Revenue-sharing fees and content costs increased to RMB1,693.1 million (US$259.5 million) in the fourth
quarter of 2020 from RMB708.6 million in the corresponding period of 2019 as a result of the increase in live streaming revenues of the
Company. Bandwidth costs decreased to RMB179.5 million (US$27.5 million) in the fourth quarter of 2020 from RMB221.8 million in the
corresponding period of 2019, primarily related to the Company's improved efficiency and the termination of bandwidth usage for
users in India after its measures to block certain Chinese mobile apps in late June 2020, partially offset by the continued user base expansion
outside India.

Gross profit increased by 79.6% to RMB1,108.9 million (US$169.9 million) in the fourth quarter of 2020 from RMB617.4 million in the
corresponding period of 2019. Gross margin improved to 29.3% in the fourth quarter of 2020 from 29.0% in the corresponding period of
2019,

JOYY stock analysis — Financials — Source: 2020 Earnings report

The remaining businesses are not profitable and depend on further monetization. This
represents a risk because what often happens with the high-flying apps is that as soon as you
try to monetize, you start losing members as we have seen above with JOYY’s apps in the
past.

Going forward they expect fast growth and the even declared a dividend.

Business Outlook

For the first quarter of 2021, the Company expects net revenues to be between USD$590 millien and USD$605 million, representing a year-
over-year growth of 72.5% to 76.9%. This guidance excludes the revenue contribution from Huya and YY Live in the same period of last year.
This forecast considers the potential impact of the COVID-19 pandemic and reflects the Company’s current and preliminary views on the
market and operational conditions, which are subject to changes, particularly as to the potential impact of the COVID-19 on the global
economy and users’ paying capabilities.

Quarterly Dividend

On August 11, 2020, the Company’s board of directors approved a quarterly dividend policy for the next three years commencing in the third
quarter of 2020. Aggregating such quarterly cash dividend under another adopted quarterly dividend policy with the quarterly cash dividend
announced on November 16, 2020, the board of directors has accordingly declared a dividend of US$0.51 per ADS, or U5$0.0255 per
common share, for the fourth quarter of 2020, which is expected to be paid on April 30, 2021 to shareholders of record as of the close of
business on April 19, 2021. The ex-dividend date will be April 20, 2021. Under the policy, the board of directors of the Company reserves the
discretion relating to the determination to make dividend distributions and the amount of such distributions in any particular quarter,
depending on the Company's operations and earnings, cash flow, financial condition and other relevant factors.

JOYY stock analysis — Forecast — Source: 2020 Earnings report

YY stock analysis — conference call and short selling reports

Whenever | look at a business, | always like to look at the conference calls, you get a better
feeling of the numbers and the analysts usually ask the questions that emphasize the key risks
and developments.
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As usual, the management is banking on the growth potential with Bigo, promising 4 times
the scale of Y'Y Live in terms of revenue.

Going forward, we will remain focused on filling our live streaming and
show from video growth engines. Accelerating our overseas expansion,
including JOYY into our inclusively, vibrant, diverse and engaging social
entertainment ecosystem. We firmly believe that Bigo Live has the potential

to create at least four times the scale of YY Live in terms of revenue.
]

Although this year's gala was held entirely online, due to travel and social
gathering restrictions, BIGO's influential brand attracted approximately 4
million views globally, and over 20 million viewer's votes for their favorite
performances.

JOYY Q4 2020 conference call

Likee just started monetization and they expect good things, but discussing the moat or
differentiating factor compared to others, they mention they content creators and user
interaction.

30


http://www.svencarlin.com/

Sven Carlin Research — www.svencarlin.com 14 April 2021

Hi. This is David. Let me answer your question. As | mentioned in the
previous speech, Likee just started modernization recently and in the past
three years of development, we have focused on user expansion and also
community cultivation. | believe that in the long run, we expect some
changes to Likee's long term strategy in the following aspects, especially
on in terms of — understanding of the competitive landscape, would like to
prioritize key features of our Likee.

First one is, the social community and user interaction. Second, it's our
content creators.

| believe that if we continue to cultivate our social community, improve user
interaction and continue to empower our content creators in all aspects,
we'll be able to achieve a differentiated competitive advantage against our
competitors, especially, based on our understanding and our knowledge,
we believe that a lot of our competitors are still having a very completely
different ecosystem, whereby it's more like a media feature, whereby the
KOLs are dominated platforms, while Likee is more content on -- it's more
a community which emphasizes user interactions and also content creator
focus.

So | believe that on based on such a long-term strategy, we'd be able to
have differentiated competitive advantage in the global industry and that
would also help the company and Likee to achieve a long-term sustainable
growth. Thank you.

JOYY Q4 2020 conference call

We will see how will this develop over time, it is a risk but if things develop well and Bigo
reaches 4 times the scale of Y'Y Live, you can then expect 4 times the value, thus around $14
billion. But I feel the ‘IF’ there is pretty big!

| have looked at app and search numbers, I see no growth and actually JOYY’s apps are not
in the top positions. According to Applyzer, Bigo’s top position is in Cambodia and Vietnam,
where it is still the number 6 on the social networking app ranking. Globally it is well spread
but no position in the top 5.
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Country Top Apps
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Bigo appl ranking - Source: Applyzer

By taking a look at Google trends, there has been some increased search activity during
lockdowns, but the trend is actually declining for Bigo. Countries with the highest search

volume are Indonesia, Cambodia and Malaysia.

GoogleTrends = Explore

® bigo
Search term + Compare
Worldwide ¥ PastSyears v All categories v Web Search v
Interest over time LRSI
0,2 t Apr7 act4,
Interest by region Region v ¥ <> -<:
1 Indonesia I
2 Cambodia [
3 Malaysia [

.

Search trends for ‘bigo’ — Source: Google Trends

Similarly, the situation doesn’t look much better for Livee.search trends have been declining
and top countries are Nigeria, Kenya and Pakistan. I don’t think that will be easy to monetize
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and make profitable long-term. Plus, given you are not the top app, people will likely easily
switch to something else.

Google Trends  Explore

@ livee Worldwide, Past 5 years

— ey
0 t Apr7 t
Interest by region Region v & <> <
1 Nigeria I
3
’ "!V,»"f} 2 Kenya ——
W it 3 Pakistan —
~ s .
By v
? b N oy 4 Bangladesh I
L
5 Nepal [ ]
O include low search volume regiens Showing 1-5 of 42 regions ~ »

Search term ‘livee’ trend — Source: Google trends

Competition is tough, and actually even Bigo on its own page where it discusses how to make
money on Bigo, has a YouTube video explaining it.
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arop OT TOLLOWErS. Aaditionalty, pay atenton to audio quality, esSpecially It you are streaming music.
» Support Other Broadcasters

Find other successful broadcasters that you like and follow them. Be active in their broadcasts. Get to know
them. Some of them will follow you back and return the love when you go live.

» Schedule and Promote your broadcast
The more viewers you can get onboard ahead of time, the better. If you’ve got some good content to share with

the world, let them know when to expect it. Additionally, you can send out promotional materials on your social
profiles.

Watch later Share

@ How to Earn Beans and Get More Fans on BIGO LIVEFBIGO Tut... o lad

e

change some i*"'

Final Thoughts

Due to Covid-19, unemployment is unprecedented in many countries right now. Bigo Live hopes to provide an
option for broadcasters and influencers to earn revenue via the platform.

How to make money on Bigo, - Source: Bigo
So, the remaining apps might not be that valuable but the cash most likely is, or isn’t it?

JOYY $7.4 billion cash pile

There has been more clarity on what their plans are with the cash during the most recent
conference call; they will repay the $1 billion convertible note, invest in organic growth and
pay a special dividend or do buybacks.
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Bing Jin

Thanks, Zhang Lei. Let me address those two questions. First is regarding
the use of proceeds. We had a good cash balance right now and obviously
after Baidu's acquisition of Wireless [ph] is completely down we have
additional use of coming in, and then we will have several matters of utilize
this cash. One is, obviously, we still need to organic grow our business,
particularly given the global overseas market is much bigger potential, so
we will continue to invest in terms of sales marketing, R&D, artificial
intelligence, et cetera.

Secondly, we had a $1 billion convertible bond outstanding. So, at the right
time we will pay back that convertible bond, so that's another $1 billion
cash usage. Typically, as we mentioned in the prepared remarks, we are
thinking about a potential dividend or additional share buyback programs,
albeit depending on the share price of returning more values to
shareholders, so we'll keep flexible in terms of the cash usage. We will not
do big scale M&A at this stage. So in general we will make sure that we
generate good value for the shareholders.

Certainly, in terms of investment for Bigo, there are two parts, one, is Bigo
Live. Bigo Live is already very profitable over 20% margin profile. So | think
the margin of Bigo Live will continue to improve given that we will further
enhance the overseas payment channel efficiency, and then with the rapid
revenue growth scale, we will achieve more operating leverage on various
expense and cost items.

JOYY Q4 2020 conference call

Thus, if | deduct $1 billion to repay the convertible note, then another billion for organic
growth investing, another billion for the 25% tax rate among other things, and the net cash
position should be $4.4 billion leaving $4 billion of free space to arrive to the current market
capitalization of $8.26 billion.

| would also be very careful when using the available cash at face value. In 2019 JOYY used
its cash to acquire BIGO, where the founder and owner was of course JOYY’s chairman.
JOYY paid $1.5 billion where Mr.Li got part of the $343 million in cash payment.
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Mar 04, 2019

YY Announces Completion of Acquisition of
BIGO

GUANGZHOU, China, March 05, 2019 (GLOBE NEWSWIRE) -- YY Inc. (NASDAQ: YY) (“YY” or the

“Company”), a leading live streaming social media platform in China, today announced its & PDF Version

recent acquisition of the remaining approximately 68.3% of all the issued and outstanding

shares of Bigo Inc ("Bigo”) from the other shareholders of Bigo, including Mr. David Xueling Li,

Chairman and acting CEO of YY, for an aggregate purchase price of U5$1,452,778,383, comprising of US$343,061,583 in cash, 38,326,579 Class
B common shares of YY issued to Mr. Li and 313,888,496 Class A common shares of YY issued to Mr. Li and other selling shareholders of Bigo.
Prior to the transaction, the Company owned approximately 31.7% of all the issued and outstanding shares of Bigo on a fully diluted and as-
converted basis. Mr. Li's total voting power in YY remains largely the same before and after the transaction. The amount and form of the
purchase price was discussed and agreed upon between YY and all the selling shareholders of Bigo in the recent months. YY negotiated other
terms of the transaction with the shareholders of Bigo unrelated to YY. The transaction was approved by the independent audit committee of
¥Y's board of directors, which considered the arms length negotiation background as well as the fairness analysis conducted by its advisor
China Renaissance Securities (Hong Kong) Limited, and was approved by YY's board of directors. The transaction was completed today after
satisfaction of all the closing conditions. Lazard is acting as financial advisor to the Company.

Bigo is a fast-growing global tech company. Headquartered in Singapore, Bigo owns BIGO LIVE, a leading global live streaming platform
excluding China, LIKE, a leading short form video social platform worldwide, and other social apps. Bigo has created a video-based online
community for global young generation users. It has established footprints with a strong presence in South-Eastern Asia, Southern Asia, the
Middle East and America, paving the way for further global expansion.

Mr. David Xueling Li, Chairman and acting Chief Executive Officer of YY, stated, “We are very excited to announce the completion of the
acquisition of Bigo. It is an important milestone for YY group which demonstrated our confidence and commitment to the globalization
strategy. Bigo has delivered both rapid user growth and significant monetization progress in 2018, making it one of the fastest growing
internet companies worldwide. While BIGO LIVE is consolidating its leadership in entertainment live streaming market outside China, LIKE also
experiences tremendous user growth and user time spent increase in short form video market. The combination of Y¥'s and Bigo's

U A S ) S St D B S

JOYY’s BIGO acquisition — Source: JOY'Y Investor relations

These transactions are terrible because when the CEO has various stakes in different related

businesses, you never know whether his focus is to create value for himself or for other

shareholders. This creates another significant risk when it comes to investing in Y'Y stock.
Yes, if the cash is fairly distributed to investors, and if the management’s predictions about

Bigo are correct, the stock deserves to hit the mentioned price targets, but if not, it can get
really ugly. Let’s first make a sum of parts valuation and then, speaking of ugly, Muddy
Waters recently called the company a total fraud.

YY stock sum of parts valuation

14 April 2021

The available cash is $4.4 billion. There is also a 31% stake in Huya (NYSE: HUYA) where

we should get another billion.

36


http://www.svencarlin.com/
https://ir.joyy.sg/news-releases/news-release-details/yy-announces-completion-acquisition-bigo

Sven Carlin Research — www.svencarlin.com 14 April 2021

HUYA Inc - ADR

18,52 uso NYSE: HUYA
—-:]:2; (1.44%) +

9 Apr, 14:19 GMT-4 -Disclaimer

1 day 5 days 1 month 6 months YTD 1 year 5 years hax
50 26,35 USD 26 Feb 2021
30
20
10 —T - —T

2019 2020 2021
Open 18,36 Mkt cap 4,378 Prev close 18,79

Huya stock price

Thus, the remainder is valued at $3 billion which could be a fair valuation for the apps and
would be at a price to sales ratio of 1.5. Interesting, but not a bargain. The remaining part of
JOYY is really hard to value as it is so differentiated across the globe, competes with much
more powerful entities and is actually not profitable. I don’t think the monetization process is
comparable with Y'Y Live because of the competition (Facebook and others are not allowed
in China).

If Bigo and Livee decline in popularity as the company tries to monetize them more, there
goes your $3 billion in value. Thus, the situation can get ugly for investors, and according to
Muddy Waters, it is all a fraud.

JOYY stock analysis — Muddy Waters report
Just after the Q3 2020 earnings, Muddy Waters published its short report on JOY'Y stating
how 90% of Y'Y Live is fraudulent and how Bigo isn’t much better.
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MUDD
WATERS

HOME ABOU

RESEARCH

MW is Short Joyy Inc. (YY US)

While trawling the sewers of the world’s capital markets over the past 10 years, irony has never been in
short supply. And yet, nothing could prepare us for the surreality of Baidu announcing its intention to buy YY
Live from JOYY, which happened just as we were preparing to reveal that our year-long

investigati ive is about 90% fraudulent.

It was clear to us from early on that YY Live was almost entirely fake. YY Live is an ecosystem of mirages.
Its supposedly high-earning performers in reality take home only a fraction of their reported totals. The
purportedly independent channel owners are largely controlled by YY in order to facilitate continuous sham
transactions. The legions of benefactor fans are almost entirely bots operating from YY's internal network
(~50% of YY Live gift volume), bots operating from external bot farms, and performers roundtripping gifts to
themselves. We conclude that YY Live is ~90% fraudulent. YY's international livestreaming business, Bigo,
seems barely more real.

JOYY stock analysis — Muddy Waters Report

Here is the summary of the report but | urge you to go through it if you are interested in
JOYY stock or just for investing education.
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Summary

We are short JOY'Y Inc. (YY) because we conclude that Y'Y is a multibillion-dollar fraud. We conclude
that Y'Y 's component businesses are a fraction of the size it reports, and that the company’s reported user
metrics, revenues, and cash balances are predominantly fraudulent. Our conclusions apply not only to the
legacy Y'Y Live business, but also to Bigo, Y'Y s online dating business, and really everything these
people have touched.

o Approximately 84% of Y'Y 's reported consolidated revenue appears to be fraudulent. Changing our
base case assumptions to more company-favorable / conservative assumptions yields consolidated
fraudulent revenue of approximately 73%.

*  We have observed three primary methods through which Y'Y commits fraud:

o Paying User (“PU") bots from Y'Y 's own servers — in our data sample, gifts associated with
Y¥Y's own servers, disguised as PUs, constituted roughly half of the total value of all gifis
sent.

o Performers whose gifts are recycled into the system through alter ego PU accounts. We
understand that the top performers, who purportedly earn tens of millions of RMB per year,
are in fact often on fixed salaries paying them no more than 2.5 million RMB per year
(~5350,000).

o Channel owners, which manage performers, are part of the scheme. The large channel
owners are primarily owned by former Y'Y employees who are clearly “in on” the scam.
PRC credit bureau report financial statements for the five largest channel owners show
combined 2018 revenue of only ~15% of what Y'Y claims.

+  We conclude that ¥Y Live, Bigo, and Y'Y s online dating business are substantially fraudulent:

o We conclude that ~90% of Y'Y Live’s livestreaming revenue is fraudulent. Livestreaming
accounts for ~95.8% of purported Q3 2020 Y'Y Live revenue.

o We conclude that ~80% of Y'Y Live’s online dating revenue is fraudulent. Online dating
accounts for ~20% of purported Y'Y Live revenue.

o We estimate that ~80% of Bigo revenue is fraudulent. Using more company-favorable
assumptions yields a fraudulent revenue contribution of ~60%.

o Bigo's Singapore parent changed auditors three times in its first four years. Bigo also
received three consecutive going concern opinions from its auditor in 2016-2018. Bigo made
a major restatement of its 2017 financials in August of 2019, months after the acquisition by
Y'Y was complete. These fact patterns support our conclusion that Bigo is also substantially
fraudulent.

JOYY stock analysis — Muddy Waters Report

The summary of the thesis is that the numbers are inflated by bots, how the revenues are
overstated and even the channel owners are related to the company. Their fraudulent
estimation for Bigo is that 60% of is simply fake. To note, Bigo changed 3 auditors before
they were bought out by Y'Y and the CEO got his money. Muddy Waters states how actually
Y'Y founded Bigo and the acquisition was just a way for the Chairman Li to get money.
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o Bigo’s rot stems from its inception. Y'Y claims that it purchased Bigo from Chairman David
Li. This is a lie that enabled Chairman Li to take at least $156.1 million of real money from
Y'Y shareholders and for Y'Y to fraudulently report remeasurement gains in its profits. In
reality, Y'Y fou 1oo _ ot Chairman Li.

o Bigo consolidates a significant amount of revenue from Mainland China. Bigo tacked on a
mainland China business Hello that we believe to be almost entirely fake, per our primary
diligence and discussions with former Bigo employees. As of (O3 2020, we estimate this
overwhelmingly fraudulent PR.C unit was still 13.4% of Bigo’s reported revenues.

JOYY stock analysis — Muddy Waters Report

The Bigo Acquisition Was a Multiyear, Multilevel Scam
Benefiting YY Insiders

We believe YY s 2010 buyout of Bigo for $1.45 billion in cash and stock was a scheme to bilk investors
by buying another fraudulent company from the chairman.” We obtained local Singapore filings for
Bigo, which showed that Y'Y, and not David Li, founded Bigo in the first place: Bigo was only transferred
later to Chairman Li later. We also found that Bigo retroactively added mainland China revenues that we
believe to be largely fraudulent to make Bigo seem like a larger acquisition for Y'Y—and justify a larger
payday for Chairman Li. 1y
T
We believe that Bigo was set up to scam investors from inception. Since 2015, management has been
misleading investors, telling the public that David Li set up and controls Bigo.” However, this is a lie:
Singapore filings show that Bigo Technology Pte. Ltd. was incorporated on September 11, 2014 with
only one shareholder, Y'Y s BVI entity, Duowan Entertainment Corp.™

e —————

"YY, 6-K, March 4, 2019, “YY Inc. __today announced its recent acquisition of the remaining approximately
68.3% of all the issued and outstanding shares of Bigo Inc (“Bigo™) from the other shareholders of Bigo, including
Mr. David Xuehng L1, Chairman and acting CEQ of Y'Y, for an aggregate purchase price of USS1,452,778,383,
comprising of UUS5343 061,583 1n cash, 38,326,579 Class B common shares of Y'Y issued to Mr. L1 and
313,888,496 Class A common shares of Y'Y issued to Mr. Li and other selling shareholders of Bigo.™

Y'Y 2014 20-F, p.114 et alia: “In October 2014, we entered into an agreement to inject our free voice- over [P
service, Weihui, into Bigo Technology Pte. Limited, or Bigo, a company set up and controlled by our chief
executive officer, Mr. David Xueling Li. Following two independent third- party valuation assessments and a capatal
injection from other investors of Bigo, including Mr. Li, we retained a 27.8% ownership stake in Bigo.”

™ Lawvyers can debate whether it is a lie of omission or a lic of commission, regardless the crafting of this narrative
displays an intent to deceive. We believe this reveals a dangerous tendency for Chairman and CEQ David Li to
vigw company assets as personal assets,

#

JOYY stock analysis — Muddy Waters Report

Bigo was founded in September 2014 and the Chairman invested in December.
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COMPANY REGISTRATION NO. M1426996D NAME, ADDRESS AND OCCUPATION Number of share(s)
OF SUBSCRIBER(S) Allorred

THE COMPANIES ACT, (CAP. 50)
REPUBLIC OF SINGAPORE

DUOWAN ENTERTAINMENT CORP. poges
P.0.BOX 957,
OFFSHORE INCORPORATIONS CENTRE,
COMPANY LIMITED BY SHARES ROAD TOWN, TORTOLA,
BRITISH VIRGIN ISLANDS
REGISTRATION NO_ 1402144
OCCUPATION: CORFORATE
MEMORANDUM
AND

ARTICLES OF ASSOCIATION

OF
BIGO TECHNOLOGY PTE. LTD.

Incorporated on the 11% day of Septetuber 2014

TOTAL i

Dased this 11* day of Sepoember 2014

In contrast, David Li did not personally invest in Bigo until December 14, 2014.™

SHARE SUBSCRIPTION AGREEMENT
by and ameng
BIGO TECHNOLOGY PTE. LTD.
DUOWAN ENTERTAINMENT CORP.
XUELING LI (553%)
and
YYME LIMITED

Dated as of |9 PECEMBER 2014

JOYY stock analysis — Muddy Waters Report

This is pretty big and the company hasn’t actually said the above is not true. The just refuted

the report and said they will do more buybacks to show their conviction in the cash flows.
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Joyy Press Releases

IR Home

Stock

Nov 19, 2020

Pt - JOYY Refutes Muddy Waters’ Report

Information +
GUANGZHOU, China, Nov. 19, 2020 (GLOBE NEWSWIRE) - JOYY Inc. (Nasdaq: YY) (‘JOYY" or the

Financial Information ¥ “Company"), a global video-based social media platform, today issued the following statement L_&lan

in response to allegations made in a report by Muddy Waters.

Corporate Governance  +

Yesterday, Muddy Waters issued a short seller report on JOYY, causing anxiety and market disturbance, leading to abnormal share price

Investor Resources + movements. The Company believes that the report contains numerous errors, unst atements, and misleading conclusions and

100 e

2 Fe ar

srice

Chan

JO
Th

interpretations regarding information relating to the Company.
NASDAQ: (YY)

Muddy Waters’ report shows its lack of a basic understanding of the live streaming industry in China, The operating metrics disclosed by JOYY
w0 are commonly used and publicized by its industry peers. Live streaming has become a key revenue engine for companies in the internet
120 sector, including a number of public companies listed in the U.S. and Hong Kong.

100

o JOYY has solid cash balance and has consistently generated strong cash flow. To conclusively refute the report’s false allegation regarding the
s authenticity of JOYY's profit figures, the Company is open to cash verification and diligence to be conducted by competent third-party
$100.53 advisers. The Company's dividend policy of US$300 million announced in August 2020, with US$25 million already paid out in the third

= — quarter of 2020, s also testament to the Company’s confidence in its operating cash flow

JOYY's acquisition of BIGO strictly followed the necessary corporate governance procedures and obtained all requisite approvals. In the 20

ovided by Refinicv. Minimum 15 months since the acquisition, BIGO witnessed rapid revenue growth, with its top-line increasing from US$181 million in the second quarter of
minuees deleyed 2019 to US$490 million in the third quarter of 2020. Bigo Live ranked as the sixth highest gros:
September 2020, according to App Annie.

g non-game mobile app in the world in

< N & To demonstrate the Company’s confidence In its long-term prospects, JOYY will continue to execute on its US$300 million share repurchase
—_—

program
About JOYY Inc.

JOYY Inc. is a global social media platform. The Company’s highly engaged users contribute to a vibrant social community by creating, sharing,
and enjoying a vast range of entertainment content and activities. JOYY enables users to interact with each other in real time through online

YY stock analysis — Company statement

ey recently released a statement saying how an audit committee checked the Muddy

Waters remarks and obviously said nothing has been found.

s Changes in Management Composition

Mr. Bing Jin is pursuing a new job opportunity and will leave his position as the Company's Chief Financial Officer at the end of April 2021. Mr.
Jin has served as the Company’s Chief Financial Officer since 2017 and in that role made significant contributions to the Company’s business,
finance, and corporate governance. The Company greatly appreciates Mr. Jin's many contributions and wishes him well. Although leaving the
Chief Financial Officer position, Mr. Jin has agreed to continue on as an advisor to JOYY to assist with transition through April 2022. The
Company has commenced a search process for a new Chief Financial Officer in which Mr. Jin will actively participate.

Independent Review Conclusion

As noted in the Company's February 8, 2021 Form 6-K, the Company’s audit committee previously commenced an independent review of
allegations raised in a November 18, 2020 short seller report targeting JOYY. With the assistance of independent counsel, working with a team
of experienced forensic auditors and data analytics experts, the audit committee previously concluded that the allegations raised and
conclusions reached in the report about the YY Live business were not substantiated. The audit committee has now also concluded its work
as to the handful of claims in the report unrelated to the YY Live business (concerning BIGO) and likewise found the short seller allegations
unsubstantiated. The audit committee’s review has thus concluded, with no adverse findings.

Share Repurchase Program

On May 2020, the Company announced that its board of directors has authorized to extend its existing share repurchase program, as
previously approved by the board of directors in August 2019, for another 12-month period upon its original expiry date under which the
Company may repurchase up to US$300 million of its shares between August 2019 and August 2021. As of December 31, 2020, the Company
had repurchased approximately US$139.5 million of its shares.

JOYY stock analysis — Forecast — Source: 2020 Earnings report

14 April 2021

I went and checked the Form 6-K where I expected a detailed rebuttal of Muddy’s thesis. The
form is equal to the statement above.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 6-K
REPORT OF FOREIGN PRIVATE ISSUER
PURSUANT TO RULE 13A-16 OR 15D-16 UNDER
THE SECURITIES EXCHANGE ACT OF 1934
For the month of February 2021

Commission File Number: 001-35729

JOYY INC.

Indicate by check mark whether the registrant files o will file annual reports under 20-F or Form 40-F.

Form 20-F & Form 40-F O
Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(1):

Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(7)

JOYY stock analysis — Muddy Waters Rebuttal — Source: JOYY 6-K

Baidu has backed the above statement but we haven’t seen the actual audit reports.
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RECENT DEVELOPMENTS

regulatory enforcement actions in connection with such allegations. Any adverse outcome as a result of
the short seller report, or any class action or regulatory enforcement action in connection thereof, could
have a material adverse effect on Y'Y Live's business, financial condition, results of operation, cash
flows, and reputation, and we may record impairment charges or write-offs of intangible assets and
goodwill in connection with the acquisition in the future. For more information on related risk, see
“Risk Factors—Risks Related to Our Business and Industry—We face nsks associated with our
acquisition of Y'Y Live and its online live streaming business.”

In relation to Y'Y Live, the Joint Sponsors with the assistance of counsels, have conducted relevant due
diligence work, including but not limited to, (i) reviewing the summary of the key findings of the
independent review of the allegations led by the audit committee of JOYY; (ii) interviewing the
industry consultant of the Company, to understand the general practice of China’s livestreaming
industry; and (iii) discussing with the senior management team of JOYY and YY Live, and the
management of the Company, to understand the views of them on the acquisition of YY Live, the
business of YY Live, and the MW Report, as applicable.

Having considered the due diligence work conducted by the Company, and the independent due
diligence conducted by the Joint Sponsors, nothing material has come to the Joint Sponsors’ attention
that the due diligence work conducted by the Company to be insufficient or unreasonable, and to
disagree with the Directors’ assessment and view in relation to YY Live and the allegations contained
in the MW Report which conclude that it is in the interest of the Company to proceed with the
acquisition of YY Live.

Baidu’s Muddy Waters perspective - Source: Baidu’s listing prospectus

I have looked a bit across the web and all the Muddy Waters rebuttals were related to how the
market doesn’t agree with Muddy. Well, the market might be blind to fraud for a long time
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before something actually happens. It took 14 years for the Wirecard fraud to materialize
itself.

Wirecard AG
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JOYY stock investment thesis

We will see whether Muddy is right or not sometime in the future, but for me the risk of
owning second grade apps that compete with Facebook or Google on a global scale, is too
much given that | have to discount the cash and the value of the apps might actually be zero.
For me, this is not a value investment.

Given the search trends on Google, the terrible quality content on JOYY’s apps, the growth
financed by looping revenues and high advertisement spend, | would not invest in JOYY
because | feel the risk there is huge. It might materialize, it might not, but why not go for
more certainty when it comes to investing.

I don’t disagree with the price targets investment banks have on JOYY. If the company
announces fast growth in traffic and revenue on its apps in the coming earnings calls
alongside a big fat dividend when the Y'Y Live money comes in, the stock might easily go to
$150.
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Y'Y stock price targets — Source: Bank reports

However, that is not investing for me. | am a long-term investor and | seek businesses that
will be still doing business in 10 to 20 years with a high degree of certainty, that have the
possibility to grow and are fairly priced. Y'Y stock might be fairly priced but the risk of Bigo
and Livee being worthless in the future is too big to call this a value investment. Alongside
the potential fraud in revenue growth numbers, number of downloads and active users.
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