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IMPORTANT

IMPORTANT: If you are in doubt about any of the contents of this prospectus, you should obtain independent

professional advice.
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Maximum Offer Price : HK$9.60 per Offer Share plus brokerage
of 1%, SFC transaction levy of 0.0027 %
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of
this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole
or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Appendix V — Documents Delivered to the Registrar of Companies and Available for
Inspection” in this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of this
prospectus or any other document referred to above.

Our Company is incorporated under the laws of the Cayman Islands and substantially all of our businesses are located in the PRC. Potential investors should be aware of the differences in
legal, economic and financial systems between the Cayman Islands, the PRC and Hong Kong and that there are different risk factors relating to the investment in our Company. Potential
investors should also be aware that the regulatory frameworks in the Cayman Islands and the PRC are different from the regulatory framework in Hong Kong and should take into
consideration the different market nature of our Shares. Such differences and risk factors are set out in the sections headed “Risk Factors” and “Regulations” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United States and may not be offered and sold within the United
States or to, or for the account or benefit of, any U.S. person, except that Offer Shares may be offered or sold to qualified institutional buyers in reliance on an exemption from registration
under the U.S. Securities Act provided by, and in accordance with the restrictions of, Rule 144A or outside the United States in accordance with Regulation S.

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on behalf of
the Over-allotment Option Grantor) on the Price Determination Date. The Price Determination Date is expected to be on or around Thursday, December 8, 2016 and, in any event, not later
than Wednesday, December 14, 2016, or such other date as agreed between parties. The Offer Price will be no more than HK$9.60 per Offer Share and is currently expected to be no less
than HK$8.50 per Offer Share unless otherwise announced. If, for any reason, the Offer Price is not agreed by Wednesday, December 14, 2016, or such other date as agreed between the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on behalf of the Over-allotment Option Grantor), the Global Offering will not
proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in the section headed
“Risk Factors” in this prospectus.

The Joint Global Coordinators may, with our consent, reduce the number of Offer Shares being offered under the Global Offering and/or the indicative offer price range below as
stated in this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, an announcement
will be published in South China Morning Post (in English) and Hong Kong Economic Times (in Chinese) and on the websites of the Stock Exchange at www.hkexnews.hk and
our Company at corp.meitu.com not later than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. Details of the
arrangement will then be announced by us as soon as practicable. For further information, please refer to the sections headed “Structure of the Global Offering” and “How to
Apply for Hong Kong Offer Shares” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global Coordinators (for themselves and on behalf of
the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Please refer to “Underwriting — Underwriting Arrangements and Expenses — Hong Kong
Public Offering — Grounds for Termination” in this prospectus.

December 5, 2016
* Incorporated in the Cayman Islands under the name of “Meitu, Inc. 322 )" and carrying on business in Hong Kong as “J%[f 2 %



EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Hong Kong Public Offering, we will issue
an announcement in Hong Kong to be published in English in South China Morning Post and in Chinese in Hong

Kong Economic Times.

Latest time to complete electronic applications under White Form eIPO service
through the designated website www.eipo.com.hk® ... ... ... .. . .. .. ...

Application lists Open®) . .. ...
Latest time to lodge WHITE and YELLOW application forms .................
Latest time to give electronic application instructions to HKSCC® ............

Latest time to complete payment of White Form eIPO applications by effecting
Internet banking transfers or PPS payment transfer(s) .......................

Application lists of the Hong Kong Public Offeringclose ......................

Expected price determination date® .. ...... .. .. .. ..

(1) Announcement of:

¢ the Offer Price;

» the level of applications in Hong Kong Public Offering;

* an indication of the level of interest in the International Offering; and
» the basis of allocation of the Hong Kong Offer Shares,

to be published in the South China Morning Post (in English) and Hong Kong
Economic Times (in Chinese) and on the websites of the Stock Exchange at
www.hkexnews.hk and our Company at corp.meitu.com on or before® . ... ...

(2) Announcement of results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers where
appropriate) to be available through a variety of channels including the
websites of the Stock Exchange at www.hkexnews.hk( and our Company at
corp.meitu.com® (see “How to Apply for Hong Kong Offer Shares —
Publication of Results’ from ........ ... ... ... .. .. . i

(3) A full announcement of the Hong Kong Public Offering containing (1) and
(2) above will be published on the website of the Stock Exchange at
www.hkexnews.hk and our Company’s website at corp.meitu.com from ......

Results of allocations in the Hong Kong Public Offering will be available at
www.iporesults.com.hk with a “search by ID” function .....................

Dispatch of Share certificates in respect of wholly or partially successful
applications pursuant to the Hong Kong Public Offering on or before© .........

Dispatch of White Form e-Refund payment instructions/refund cheques in respect of
wholly or partially unsuccessful application to be posted on or before® .........

Dealings in Shares on the Stock Exchange expected to commenceon ............

Notes:
(1) All times refer to Hong Kong local time, except as otherwise stated.

11:30 a.m.®M on Thursday,
December 8, 2016

11:45 a.m. on Thursday,
December 8, 2016

12:00 noon on Thursday,
December 8, 2016

12:00 noon on Thursday,
December 8, 2016

12:00 noon on Thursday,
December 8, 2016

12:00 noon on Thursday,
December 8, 2016

Thursday,
December 8, 2016

Wednesday,
December 14, 2016

Wednesday,
December 14, 2016

Wednesday,
December 14, 2016

Wednesday,
December 14, 2016

Wednesday,
December 14, 2016

Wednesday,
December 14, 2016

Thursday,
December 15, 2016
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You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on the last
day for submitting applications. If you have already submitted your application and obtained an application reference number from the
designated website prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning at any time between 9:00 a.m. and
12:00 noon on Thursday, December 8, 2016, the application lists will not open on that day. See “How to Apply for Hong Kong Offer
Shares — 10. Effect of Bad Weather Conditions on the Opening of the Application Lists”.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should refer to the section
headed “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving Electronic Application Instructions to HKSCC via
CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Thursday, December 8, 2016 and, in any event, no later than Wednesday,
December 14, 2016, or such other date as agreed between parties. If, for any reason the Offer Price is not agreed between the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on behalf of the Over-
allotment Option Grantor) by Wednesday, December 14, 2016, or such other date as agreed between parties, the Global Offering will
not proceed and will lapse.

Share certificates are expected to be issued on Wednesday, December 14, 2016 but will only become valid provided that the Global
Offering has become unconditional in all respects and neither of the Underwriting Agreements has been terminated in accordance with
its terms, which is scheduled to be at around 8:00 a.m. on Thursday, December 15, 2016. Investors who trade Shares on the basis of
publicly available allocation details before the receipt of share certificates and before they become valid do so entirely of their own
risk.

The announcement will be available for viewing on the “Main Board — Allotment of Results” page on the Stock Exchange’s website
at www.hkexnews.hk and our Company’s website at corp.meitu.com.

None of the websites or any of the information contained on the website forms part of this prospectus.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications and in respect
of wholly or partially successful applications if the Offer Price is less than the price per Offer Share payable on application.

The above expected timetable is a summary only. You should read carefully the sections headed

EL RT3

“Underwriting”, “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” for details
relating to the structure of the Global Offering, procedures on the applications for Hong Kong Offer Shares and
the expected timetable, including conditions, effect of bad weather and the dispatch of refund cheques and Share
certificates.
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IMPORTANT NOTICE TO PROSPECTIVE INVESTORS

This prospectus is issued by us solely in connection with the Hong Kong Public Offering and the
Hong Kong Offer Shares and does not constitute an offer to sell or a solicitation of an offer to buy any security
other than the Hong Kong Offer Shares offered by this prospectus pursuant to the Hong Kong Public Offering.
This prospectus may not be used for the purpose of making, and does not constitute, an offer or invitation in
any other jurisdiction or in any other circumstances. No action has been taken to permit a public offering of
the Hong Kong Offer Shares in any jurisdiction other than Hong Kong and no action has been taken to permit
the distribution of this prospectus in any jurisdiction other than Hong Kong. The distribution of this
prospectus for purposes of a public offering and the offering and sale of the Hong Kong Offer Shares in other
Jjurisdictions are subject to restrictions and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorization by the relevant securities
regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this prospectus and the Application Forms to make
your investment decision. The Hong Kong Public Offering is made solely on the basis of the information
contained and the representations made in this prospectus. We have not authorized anyone to provide you with
information that is different from what is contained in this prospectus. Any information or representation not
contained nor made in this prospectus and the Application Forms must not be relied on by you as having been
authorized by us, the Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the Joint Lead
Managers, any of the Underwriters, any of our or their respective directors, officers, employees, agents or
representatives of any of them or any other parties involved in the Global Offering.

We are a company incorporated in the Cayman Islands with limited liability under the name “Meitu,
Inc. FAZA]”. We were registered with the Registrar of Companies in Hong Kong as a non-Hong Kong
company under Part 16 of the Companies Ordinance and we carry on business in Hong Kong as “FEEH < %"
(in Chinese) as approved by and registered with the Registrar of Companies in Hong Kong. We are not in any
way connected with or related to A MRZL 7] (Import Export Metro Limited), a company incorporated in
Hong Kong, or any of its associates.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. Because this is a
summary, it does not contain all the information that may be important to you. You should read the whole
prospectus before you decide to invest in the Offer Shares. There are risks associated with any investment. Some of
the particular risks in investing in the Offer Shares are set out in the section headed “Risk Factors” in this
prospectus. You should read that section carefully before you decide to invest in the Offer Shares. Various
expressions used in this section are defined in the sections headed “Definitions” and “Glossary of Technical
Terms” in this prospectus.

OVERVIEW

We have been transforming the way our users create and share beauty. We offer a portfolio of innovative photo
and community apps that enjoys popularity in China and overseas and precipitated the selfie phenomenon in China.
Our apps had been activated on over 1.1 billion unique devices in China and overseas as of October 31, 2016. We
repeatedly ranked among the top eight iOS non-game app developers globally as measured in number of downloads
from June 2014 through October 2016, along with global Internet giants Alibaba, Apple, Baidu, Facebook, Google,
Microsoft and Tencent, according to App Annie Inc., or App Annie, a globally recognized app analytics company and
an independent third party. To better meet our users’ needs for high-quality selfies, in 2013, we launched Meitu
smartphones specifically designed for selfie-taking, which represented our first major monetization initiative. Revenue
from our smart hardware segment, which primarily comprises Meitu smartphones, represented 59.7%, 87.8%, 89.9%
and 95.1% of our total revenue for the years ended December 31, 2013, 2014 and 2015 and the six months ended
June 30, 2016, respectively.

We view ourselves as a mobile Internet company with a massive, active and fast-growing user base as our core
asset. Our apps engaged approximately 456 million MAUs in October 2016. We developed our apps to enable users to
easily and conveniently edit and enhance their photos and videos as well as share the created content on social media.
Our apps have become an integral part of our users’ social lives online. In October 2016, our users generated
approximately 6.0 billion photos across our core photo apps. Approximately 53.5% of the photos posted on major
social networks in China were processed by our apps, according to a survey conducted by iResearch in June 2016. We
have also built a vibrant video and live streaming community on Meipai. Meipai attracted approximately 110 million
MAUs in October 2016, and enjoyed increasing user engagement, with average daily time spent per Meipai in-app user
growing from 12.9 minutes in May 2014, when Meipai was first launched, to 33.8 minutes in October 2016. As of
October 31, 2016, Meipai users had uploaded over 490 million videos with diverse subject matters. We aim to leverage
our success with Meipai to transform our core photo apps into social communities to further improve user engagement
and stickiness.

We have built strong brand recognition and user loyalty through our apps, contributing to our success both in
China and overseas. As of October 31, 2016, we have attracted over 430 million overseas users, including at least one
million total users from each of 26 overseas countries and regions and in particular, over 10 million total users from
each of Brazil, India, Indonesia, Japan, Malaysia, the Philippines, South Korea, Taiwan, Thailand, the United States
and Vietnam. Building on the success of our apps, we have gathered large volumes of user behavior data, and such
proprietary data insights have been instrumental in maintaining our cutting-edge technology and developing and
continually optimizing our products and services.

Net Losses, Accumulated Losses and Net Liabilities

We had a net loss of RMB25.8 million, RMB1.8 billion, RMB2.2 billion, RMB1.3 billion and RMB2.2 billion
for the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, respectively.
Excluding the impact of fair value loss of the Preferred Shares and share-based payments, we had adjusted net loss of
RMB2.3 million, RMB112.3 million and RMB710.5 million for the years ended December 31, 2013, 2014 and 2015,
respectively, and RMB290.4 million and RMB257.6 million for the six months ended June 30, 2015 and 2016,
respectively. See “Financial Information — Consolidated Income Statement” and “Financial Information — Non-IFRS
Measure: Adjusted Net Loss”. As of June 30, 2016, we had an accumulated loss of RMB6.3 billion, primarily due to
our accumulated fair value loss of the Preferred Shares of RMBS5.1 billion as of June 30, 2016. Excluding the impact of
our accumulated fair value loss of the Preferred Shares of RMBS5.1 billion and share-based payments of RMB75.4
million, our adjusted accumulated loss would have been RMBI1.1 billion as of June 30, 2016. We expect to remain
loss-making for the years ending December 31, 2016 and 2017.
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Subject to compliance with our Articles of Association, our Company may declare and pay dividends out of our
profits or share premium account provided that immediately following the date on which the dividend is proposed to be
paid, our Company is able to pay its debt as they fall due in the ordinary course of business. While we may declare and
pay dividends out of our share premium account despite our accumulated losses, accumulated losses in our Company
may limit the amount of dividends that we may declare and distribute as compared to when we make a profit, in the
event that a dividend is declared. Our Board has absolute discretion as to whether to declare any dividend for any year,
and in what amount. The declaration, payment and amount of any future dividends will depend on our earnings and
financial condition, operating requirements, capital requirements and any other conditions that our Directors may deem
relevant. We currently plan to continue to focus on business growth and do not expect to declare any dividend in the
near future.

As of June 30, 2016, we had net liabilities of RMB6.6 billion. Excluding the liabilities of the Preferred Shares of
RMBS.6 billion as of June 30, 2016, our adjusted net assets would have been RMB2.0 billion. All the Preferred Shares
will be converted into ordinary shares of the Company upon the Global Offering becoming unconditional and prior to
the completion of the Global Offering, and the liabilities of the Preferred Shares of RMB8.6 billion as of June 30, 2016
will be derecognized and accounted for as an increase in equity upon the Listing and Global Offering. Assuming an
Offer Price of HK$8.50 per Share, being the low-end of the indicative Offer Price range, and estimated net proceeds of
HK$4.7 billion (equivalent to approximately RMB4.2 billion) for this Offering, upon the Listing and Global Offering,
our net tangible assets attributable to owners of the Company would be RMB6.2 billion. Assuming an Offer Price of
HK$9.60 per Share, being the high-end of the indicative Offer Price range, and estimated net proceeds of HK$5.3
billion (equivalent to approximately RMB4.7 billion) for this Offering, upon the Listing and Global Offering, our net
tangible assets attributable to owners of the Company would be RMB6.8 billion.

Our Business Model

Our business model is to initially focus on engaging a large user base with innovative products and services free
of charge, followed by the implementation of various monetization strategies when we reach significant scale. We
believe as long as our monetization strategies are based on products and services that are relevant to our users, we will
be well-positioned to create value for our business, users and business partners. For example, with our insights into
users’ needs to take high-quality selfies, we launched our Meitu smartphone business in 2013. The sale of smartphones
has been the primary driver for the rapid growth of our revenue during the Track Record Period. Set forth below is an
illustration of our business model.

Accumulate and Connect Users through a Monetize Our User Base through Different
Portfolio of Free Products and Services Monetization Models

o f
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We operate two business segments: (i) smart hardware and (ii) Internet services and others. At present, the smart

hardware segment primarily comprises the sale of Meitu smartphones, while the Internet services and others segment
primarily comprises online advertising and the sale of virtual items on Meipai and in our mobile game.
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Smart Hardware

We currently design and develop Meitu smartphones and subcontract smartphone manufacturing to contract
manufacturers. Our contract manufacturers generally manufacture smartphones using components and materials
primarily sourced and procured by us. To better expand Meitu smartphones’ market share and geographic coverage, we
primarily sell most of the smartphones to strategically selected online and offline distributors and retailers. As of June
30, 2016, we had seven distributors in China, Hong Kong, Macau and Taiwan, and seven retailers in China.

We currently offer two series of Meitu smartphones, the flagship M series and the premium V series. Both series
are designed to enable users to easily snap flattering selfies, with differences in screen size and design, but each series
targets a different demographic. Meitu smartphones are priced to reflect product cost, anticipated demand, income level
of target users, prices of competing products, changes in the mix of sales channels and past sales volume of previous
models, among other considerations. The average selling price of our smartphones ranged from approximately
RMB1,500 to RMB2,000 during the Track Record Period. For further details, see “Business — Suppliers and
Procurement” and “Financial Information — Description of Major Components of Our Results of Operations —
Revenue — Smart Hardware”.

Internet Services and Others

Our photo and community apps are user-friendly products created around a core design philosophy of “smart and
simple”. As of October 31, 2016, we had six core apps, including core photo apps Meitu, BeautyCam, BeautyPlus,
SelfieCity and MakeupPlus and a video and live streaming community app Meipai. For in-app advertising, we currently
charge for display-based advertisements on a cost-per-time fixed price basis, calculated based on the length of display
time. We began generating revenue from IVAS sales in our mobile game, Beauty Box, since its launch in April 2016,
and on Meipai since June 2016. For further details, see “Financial Information — Description of Major Components of
Our Results of Operations — Revenue — Internet Services and Others”.

Monetization Opportunities

We expect to continue to expand smartphone sales with our strong image optimization expertise, while
broadening monetization efforts and serving our users’ beauty-related needs in more diverse ways, including:

° Smart hardware. In the near-term, we intend to continue to develop and launch new models and expand
smartphone sales. China’s smartphone market presents significant opportunities, with approximately 457
million smartphone units shipped in 2015, according to the Frost & Sullivan Report. We expect to incur
research and development expenses of no more than RMB63 million in the year ending December 31,
2017 to develop new smartphone models and other smart hardware.

° Online advertising. Our popular apps present significant advertising opportunities, especially for
advertisers in female-related sectors such as luxury goods, cosmetics and fast-moving consumer goods, as
the majority of our user base is female whom we believe appreciate beauty. The online advertising market
for female-related goods in particular presents significant potential, with online advertising spending for
cosmetics, skin care and personal care in China reaching RMB33.7 billion in 2015 and expected to reach
an estimated RMB125.1 billion in 2020, according to the Frost & Sullivan Report. In addition, mobile
advertising in China reached RMB91.2 billion in 2015 and is expected to reach RMB468.9 billion in 2020,
according to the Frost & Sullivan Report. We plan to leverage our proprietary technologies and big data
analytical capabilities to further optimize our advertising infrastructure and offer more comprehensive and
creative advertising solutions. While the majority of the expenditure to be incurred on developing our
online advertising business will be operating expenses, we expect to incur capital expenditure of no more
than RMB10 million in the year ending December 31, 2017 to optimize our advertising infrastructure.

° E-commerce. We plan to launch a social e-commerce platform that operates primarily under an agency
model, which would enable users to enjoy easy online shopping for authentic, branded, fashion-related
merchandise. According to the iResearch Report, the gross merchandise volume, or GMV, of China’s
online retail market was RMB3.8 trillion in 2015 and is expected to reach RMB10.5 trillion in 2020. We
expect to incur capital expenditure of no more than RMB41 million and operating expenses of no more
than RMB176 million in the year ending December 31, 2017 for the launch of our social e-commerce
platform.

° Internet value-added services. Meipai users can access content and interact with live streaming hosts,
content creators and other users for free or send them paid virtual gifts. We share a portion of such IVAS
revenue with hosts and content creators who receive such gifts, incentivizing them to create additional
quality content. Based on our current business plans, we expect to continue to share IVAS revenue with
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live streaming hosts and short-form video content creators on Meipai. In addition to such revenue-sharing
fees, we plan to pay fixed fees of no more than RMB30 million in the year ending December 31, 2017 to
engage celebrities to create live streaming or short-form video content, with the primary objective of
further increasing user activities on Meipai and our other apps. These fixed fees paid to celebrities are
accounted for as selling and marketing expenses.

See the section headed “Future Plans and Use of Proceeds” for a discussion of the planned allocation of the net
proceeds from the Global Offering among our monetization initiatives.

We currently operate two business segments: (i) smart hardware and (ii) Internet services and others. Our
revenue from each of these segments is set forth as follows:

For the Three

For the Six Months Ended Months Ended

For the Year Ended December 31, June 30, September 30,
2013 2014 2015 2015 2016 2016

RMB % RMB %  RMB %  RMB %  RMB %  RMB %

(in thousands, except percentages)

(unaudited) (unaudited)
Smart Hardware ...................oevvveveeennnn. 51,305 59.7 428,360 87.8 667,122 89.9 138,780 76.8 556,847 95.1 609,569 97.1
Internet Services and Others .................. 34,572 403 59,689 122 74,691 10.1 41,820 232 28,630 49 18,500 2.9
Total.....eee e 85,877 100.0 488,049 100.0 741,813 100.0 180,600 100.0 585,477 100.0 628,069 100.0

(N The revenues for the third quarter of 2016 as set forth in the above table are derived from our condensed consolidated financial
information for the three months ended September 30, 2016, which has been reviewed by our Reporting Accountant,
PricewaterhouseCoopers.

Gross profit from our smart hardware segment was RMB18.4 million, RMBS55.6 million, RMB125.2 million and
RMB108.7 million for the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016,
respectively. For our Internet services and others segment, we had gross profit of RMB31.2 million and RMB31.1
million for the years ended December 31, 2013 and 2014, respectively, and gross loss of RMB24.7 million and
RMB34.2 million for the year ended December 31, 2015 and the six months ended June 30, 2016, respectively. The
gross loss of the Internet services and others segment for the year ended December 31, 2015 and the six months ended
June 30, 2016 was due to the fact that RMB91.6 million, or 92.1%, and RMB57.7 million, or 91.8%, respectively, of
the segment costs were attributable to Meipai, which did not generate significant revenue during the indicated periods
and only began generating IVAS revenue in June 2016. The gross margin for the smart hardware segment was 35.8%,
13.0%, 18.8% and 19.5% for the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30,
2016, respectively. The gross margin for the Internet services and others segment was 90.3% and 52.0% for the years
ended December 31, 2013 and 2014, respectively, and gross loss margin was 33.0% and 119.5% for the Internet
services and others segment for the year ended December 31, 2015 and the six months ended June 30, 2016,
respectively. The gross loss margin for the Internet services and others segment for the year ended December 31, 2015
and the six months ended June 30, 2016 was primarily due to bandwidth and server custody fees associated with
Meipai, which engaged a growing number of users but only started to generate revenue in June 2016.

Substantially all of the revenues from the Internet services and others segment were online advertising revenues
generated from our photo apps, Meitu and BeautyCam, during the Track Record Period. We expect to generate profits
from the Internet services and others segment when the advertisements placed on our apps, virtual items sold on Meipai
and Beauty Box, and the sales volume of merchandise sold on our proposed e-commerce platform reach a level that is
sufficient to cover the associated costs and expenses.

We have taken and will continue to take appropriate steps to implement our monetization initiatives:

° Smart hardware. We plan to continue to develop and launch stylish smartphones that are optimized for
taking high-quality selfies. We currently plan to launch at least one new smartphone model for each of the
first and second halves of 2017, each of which will continue to be targeted at users that pursue high-quality
selfies. With approximately 75% of Meitu smartphone users being Meitu app users prior to their purchases
of Meitu smartphones, according to a survey that we conducted in August 2016, we believe that a large
user base could potentially drive additional Meitu smartphone sales. We also plan to launch a digital
single-lens reflex/mirrorless digital camera with built-in photo and video editing and sharing functions in
2017.
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° Online advertising. We currently plan to start rolling out an upgraded advertising platform by the end of
2016, which would offer more comprehensive and innovative advertising solutions with increased
advertising inventory available to our advertising customers.

° E-commerce. We expect to launch a social e-commerce marketplace platform in the first half of 2017. As
of the date of this prospectus, we have built a team for engaging brands, brands’ official distributors and
KOLs for our proposed social e-commerce platform, and have hired additional research and development
personnel to develop our e-commerce platform.

° Internet value-added services. In June 2016, we started offering paid virtual gifts and emoji to Meipai
users to promote better interaction with our live streaming hosts and short-form video creators. We also
launched our first mobile game, Beauty Box, in April 2016, from which we started to generate IVAS
revenue through the sale of virtual items.

Please refer to “Business — Our Strategies — Increase monetization while creating value for our users” for
further details regarding the implementation plans for our monetization initiatives.

OUR INDUSTRIES AND COMPETITIVE LANDSCAPE
Mobile Internet

Globally, the mobile Internet adoption rate has grown rapidly, presenting significant growth potential for mobile
Internet-related businesses. According to the Frost & Sullivan Report, as of December 31, 2015, China had
619.8 million mobile Internet users, which represented 45.1% of the total population. In addition, photo and video apps
have grown increasingly popular in recent years. According to the iResearch Report, social networking and video
sharing and viewing were among the most popular activities on mobile Internet in China.

Photo Apps

Photo apps have become an increasingly integral part of people’s social lives online. According to the iResearch
Report, China’s photo app market size as measured in annual average MAUs was 226.7 million in 2015 and is expected
to be 714.6 million in 2020. According to the same report, in June 2016, approximately 70.5% of social network users
in China shared at least one photo per week, and approximately 21.3% of people who had shared photos on social
networks in China indicated that they used photo apps to enhance photos every time before sharing them on social
networks, while 40.6% indicated that they processed photos in a majority of instances before they shared such photos.
In addition, the iResearch Report states that the top photo apps in China as measured by the average MAUSs for the ten
months ended October 31, 2016 included BeautyCam (FZEH1#), Meitu (7% 7%), Tencent's Pitu (K KXPF),
Camera360 (#7#£360) and MakeupPlus (F#%#7#), among which BeautyCam, Meitu and MakeupPlus ranked first,
second and fifth, respectively.

Short-form Video Platforms

In recent years, short-form videos became increasingly popular because they require relatively limited time
commitment and bandwidth and data usage. The rapidly expanding short-form video market in China is generally
viewed as being at an early development stage with significant growth potential. According to the iResearch Report,
China’s short-form video platform market size as measured by the number of annual average monthly active devices
was 301.2 million in 2015, and is expected to reach 577.2 million in 2020. According to the same report, China’s top
short-form video platforms, as measured by the number of average monthly active devices that accessed the relevant
short-form video platform’s own app for the ten months ended October 31, 2016, included Kwai (GIFF), Meipai
(ZE711), VivaVideo (/IM#), Miaopai (#717) and Xiaokaxiu (/M7 ), among which Meipai ranked second. Popular short-
form video platforms are also able to provide a range of services, such as online advertising, e-commerce opportunities
and live streaming, to both their users and business partners.

Smartphones

Historically, a significant majority of our revenue came from smartphone sales. Smartphone shipments in China
amounted to approximately 457 million units in 2015 and are expected to increase to approximately 652 million units
in 2020, representing a CAGR of 7.4% from 2015, according to the Frost & Sullivan Report. As we specialize in
smartphones designed for high-quality selfies, we believe that we are most comparable with other developers of
smartphones designed for specialized uses, such as smartphones with particularly high megapixel cameras, integrated

5
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with sophisticated image processing capabilities for which no market share data is available. See the section headed
“Industry Overview” for more information on our industries and competitive landscape.

OUR MISSION AND VISION

Our mission is to make the world a more beautiful place. Our vision is to build an ecosystem around beauty and
make everyone a user of Meitu products.

OUR COMPETITIVE ADVANTAGES

We believe that the following competitive advantages have contributed to our success to date:

° Large and increasingly engaged user base;

. Proprietary data insights and leading technological capabilities;

° Strong brand recognition;

° Established track record of successful products;

° Strong platform synergies;

° Ability to attract overseas users;

° Proven success in monetization; and

° Visionary and passionate management team with proven track record.

]

For detailed discussions of these competitive advantages, see “Business — Our Competitive Advantages”.

OUR STRATEGIES
We plan to further implement the following strategies:
° Expand our global user base;
° Connect our users;
° Facilitate content creation and sharing;
° Increase monetization while creating value for our users;

° Further develop data insights and technology capabilities; and

° Pursue strategic investments and acquisitions.

For detailed discussions of these competitive strategies, please refer to “Business — Our Strategies”.

OUR CUSTOMERS

Our customers primarily consist of smartphone distributors and retailers and advertising customers. Our largest
customer accounted for approximately 11.5%, 65.3%, 45.1% and 50.5% of our revenue for the years ended
December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. Our largest customer for the
year ended December 31, 2013 was an advertising customer, while our largest customer for each of the years ended
December 31, 2014 and 2015 and the six months ended June 30, 2016 was a smartphone distributor or retailer. Our top
five customers accounted for approximately 26.8%, 74.2%, 78.0% and 68.8% of our revenue for each of the years
ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. We regard our
business relationships with our top five customers as stable, having maintained our business relationships with our top
smartphone distributors and retailers for two to three years on average, and with our top advertising customers for two
to four years on average as of June 30, 2016.

As of June 30, 2016, Mr. Cai, our founder and the Chairman, indirectly owned approximately 4.4% of the total
equity of Jiangsu Liangjin E-commerce Co., Ltd. ([L#F R T BB A R/ F), a smartphone distributor which
was one of our top five customers for the years ended December 31, 2014 and 2015 and the six months ended June 30,
2016. Jiangsu Liangjin E-commerce Co., Ltd. (JL&FR & FRBRMARAF) wholly owns Jiangsu Liangjin
Information Technology Co., Ltd. (L% R &5 B4 M A PR ), a smartphone distributor which was one of our top
five customers for the year ended December 31, 2015 and the six months ended June 30, 2016. Other than the
foregoing, during the Track Record Period, none of our Directors, their associates or any shareholders of the Company
(who or which to the knowledge of the Directors owned more than 5% of the Company’s issued share capital) had any
interest in any of our top five customers.
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OUR SUPPLIERS

We select suppliers based on their industry experience and reputation. Our suppliers primarily consist of:

Contract Manufacturers. We currently subcontract smartphone production to manufacturers that specialize in
electronic devices. For smartphone models launched in 2013 and 2014, we engaged an original design manufacturer to
design, develop and produce our smartphones. In April 2015, we changed our smartphone production model from
original design manufacturing (ODM) to original equipment manufacturing (OEM), and started to engage FIH Mobile
Limited, an indirect subsidiary of Hon Hai Precision Industry Co. Ltd., which is commonly known as Foxconn
Technology Group (“Foxconn”), as our contract manufacturer. In early 2016, in line with industry practice, we started
to engage another contract manufacturer to produce our smartphones to reduce reliance on a single manufacturer. Our
contract manufacturers produce smartphones using components and materials primarily sourced and procured by us. As
of the date of this prospectus, Foxconn indirectly owns 1.81% of our total issued and outstanding ordinary shares
(assuming each Preferred Share is converted into one ordinary share of US$0.0001 par value immediately prior to the
Global Offering and assuming the options granted under the ESOP are not exercised).

Suppliers for Smartphone Components and Materials. The main components and materials used in the
production of our smartphones, as measured by cost as a percentage of total cost of sales, include displays, processors,
memory chips, and front and rear cameras. We aim to source each smartphone component from at least two suppliers,
but certain components, including camera sensors and processors, are provided by a single supplier and may pose a
supply disruption risk. We believe that our relationships with our suppliers are good. We have not experienced any
major difficulties in obtaining adequate supplies of components to meet our production requirements during the Track
Record Period. We seek to avoid shortages of components and materials by actively balancing our rolling smartphone
demand forecast with our component stock levels. See “Business — Suppliers and Procurement” for more information.

Data Storage and Bandwidth Providers. We source servers from trustworthy suppliers with whom we have long-
standing relationships. Our providers include: (i) server vendors, including original server manufacturers for trusted
international brands and designated agents of server manufacturers; and (ii) bandwidth providers, who provide us with
content delivery network services.

App Distribution and User Acquisition Channels. While we grew the majority of our user base in China
organically, we also use third-party marketing channels to help expand our user base both in China and overseas. We
usually work with app stores to promote our apps, either directly or through advertising agencies.

Payment Channels. We work with major third-party payment channels in China for smartphones sold on our
online store as well as virtual items sold in our mobile game and on Meipai.

RISK FACTORS

Our business and the Global Offering involve certain risks, which are set out in the section headed “Risk
Factors”. You should read that section in its entirety carefully before you decide to invest in the Offer Shares. Some of
the major risks we face include:

° We have a limited operating history in new and dynamic industries;

° Smartphone sales account for a significant portion of our revenues, and any decrease in such sales or any
increase in the costs associated with such sales may materially and adversely affect our business;

° We may fail to grow or retain our user base, or our user engagement may cease to grow or decline;

o We are in the early stages of monetization and cannot guarantee that our monetization strategies will be

successfully implemented or will generate sustainable revenue, profit or positive operating cash flows;

° We have incurred significant net losses and negative operating cash flows and had accumulated losses during
the Track Record Period, and may not achieve profitability or generate positive operating cash flows;

° Risks relating to the agreements concerning the structure for operating parts of our business in China;

° We principally rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund
any cash and financing requirements we may have. Any limitation on the ability of our PRC subsidiaries to
make payments to us could have a material adverse effect on our business; and

° We may fail to obtain and maintain the requisite licenses and approvals required under the complex
regulatory environment applicable to our businesses in China, or we may be required to take compliance
actions that are time-consuming or costly.
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CONTRACTUAL ARRANGEMENTS

The operation of our apps, website and mobile games and the provision of audio-visual program services to the
public through our apps and websites are subject to foreign ownership restrictions under PRC laws and regulations. We
therefore do not own any equity interest in Meitu Networks. In order to enable us to control the equity interest in Meitu
Networks and its subsidiaries, we have adopted the Contractual Arrangements to maintain and exercise control over the
operations of Meitu Networks and its subsidiaries. The Contractual Arrangements allow us to obtain the economic
benefits of Meitu Networks and its subsidiaries and consolidate its results of operations into those of ours. Please refer
to the section headed “Contractual Arrangements” for details. The following simplified diagram illustrates the flow of
economic benefits from Meitu Networks to us under the Contractual Arrangements:
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Meitu Networks and its subsidiaries

Notes:
“———" denotes direct legal and beneficial ownership in the equity interest.

«

— —— —" denotes contractual relationship.

APPROVED NAME FOR CARRYING ON BUSINESS IN HONG KONG

We were incorporated in the Cayman Islands on July 25, 2013 as an exempted limited liability company. We
were registered as a non-Hong Kong company with the Registrar of Companies in Hong Kong under Part 16 of the
Companies Ordinance on September 26, 2016 and we carry on business in Hong Kong as “%[E < % (in Chinese) as
approved by and registered with the Registrar of Companies on October 28 and November 7, 2016, respectively. We
are not in any way connected with or related to &4 FR2 ] (Import Export Metro Limited), a company incorporated
in Hong Kong, or any of its associates. To minimize the potential risks of legal proceedings, we carry on business as
“JMBZ % (in Chinese) in Hong Kong and have taken additional measures for this purpose. For details, see the
sections headed “History, Reorganization and Corporate Structure” and “Business — Intellectual Property”.

PRE-IPO INVESTMENTS

Our Company has issued five rounds of Preferred Shares, a summary of which is set out below:

Date on which Total number of Cost per
investment was Preferred Shares Preferred Share Discount to the
Date of agreement settled issued paid Offer Price®

Series A-1 Preferred Shares .... October 22,2013 November 7, 2013 11,111,111 US$0.45 96.1%
Series A-2 Preferred Shares .... January 16,2014 January 28, 2014 41,730,994 US$1.06875 90.8%
(Series A-2A (Series A-2A (Series A-2A
Preferred Shares) Preferred Shares) Preferred Shares)
14,444,444 US$0.72 93.8%
(Series A-2B (Series A-2B (Series A-2B
Preferred Shares) Preferred Shares) Preferred Shares)
Series B Preferred Shares ....... May 28, 2014 June 12, 2014 52,603,041 US$2.17668 81.3%
Series C Preferred Shares ....... January 6, 2015 January 9, 2015 34,457,408 US$5.51405 52.7%
Series D Preferred Shares....... April 19, 2016 June 20, 2016 14,315,790 US$9.50 18.6%
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Note:

(1) The discount to the Offer Price is calculated based on the assumption that the Offer Price is HK$9.05 per Share, being the mid-point of
the indicative Offer Price range of HK$8.50 to HK$9.60, on the basis that 4,227,294,550 Shares are expected to be in issue
immediately upon completion of the Global Offering (including completion of the conversion of the Preferred Shares into ordinary
shares and the Share Subdivision to be effected prior to Listing), and assuming the options granted under the ESOP and the options
which may be granted under the Share Option Scheme are not exercised and no Shares are granted under the Share Award Scheme.

Pursuant to the Shareholders’ Agreement entered into by the Company and the Pre-IPO Investors, the Pre-IPO
Investors have been granted certain special rights, all of which shall automatically terminate prior to Listing when the
Preferred Shares are converted into ordinary shares of US$0.0001 par value.

Immediately prior to the completion of the Global Offering, Internet Fund II Pte. Ltd. will hold approximately
10.95% equity interest in our Company. Upon completion of the Global Offering (assuming the options granted under
the ESOP and the options which may be granted under the Share Option Scheme are not exercised and no Shares are
granted under the Share Award Scheme), the Pre-IPO Investors (including Internet Fund II Pte. Ltd.) will collectively
hold a total of 39.90% of the enlarged issue share capital of the Company and no individual Pre-IPO Investor
(including Internet Fund II Pte. Ltd.) will hold 10% or more of the enlarged issue share capital of the Company. As a
result, the Shares held by the Pre-IPO Investors will count towards the public float. All the Pre-IPO Investors are
Independent Third Parties of our Group. For more details, see “History, Reorganization and Corporate Structure — Pre-
IPO Investments”.

OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the Global Offering (assuming the options granted under the ESOP and the
options which may be granted under the Share Option Scheme are not exercised and no Shares are granted under the
Share Award Scheme), our Controlling Shareholders will have a collective interest in and will control, through various
intermediaries and trust vehicles, an aggregate of 39.43% of our enlarged issued share capital and will remain as our
Controlling Shareholders.

Under the Concert Party Agreement, the Concert Group has undertaken to vote unanimously for any resolutions
proposed at Board meetings and Shareholder meetings (as applicable) of our Company and confirmed that they had
acted in concert in respect of their equity interests in the Company since their acquisition of their interests. As a result
of the Concert Party Agreement, Mr. Wu will effectively control approximately 39.43% of the voting rights of the
Company immediately after the completion of the Global Offering (assuming the options granted under the ESOP and
the options which may be granted under the Share Option Scheme are not exercised and no Shares are granted under
the Share Award Scheme). This is consistent with the manner in which the Concert Group has voted and made
decisions throughout the history of the Company, and has confirmed and acknowledged that Mr. Wu was, and is,
entitled to exercise all the voting powers associated with the Shares on behalf of the Concert Group historically and in
the future if the Concert Group cannot unanimously agree on any matter. For more details, please see the section
headed “Relationship with Controlling Shareholders”.

SUMMARY HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary consolidated financial information of our Group. We have derived the
consolidated financial information for the years ended December 31, 2013, 2014 and 2015 and the six months ended
June 30, 2016 and as of December 31, 2013, 2014 and 2015 and June 30, 2016 from our audited consolidated financial
statements set forth in the Accountant’s Report in Appendix I to this prospectus. We have derived the consolidated
financial information for the six months ended June 30, 2015 from our reviewed consolidated financial statements set
forth in the Accountant’s Report in Appendix I to this prospectus. This summary consolidated financial information
should be read together with, and is qualified in its entirety by reference to, the consolidated financial statements in this
prospectus, including the related notes. Our consolidated financial information was prepared in accordance with IFRS.
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SELECTED CONSOLIDATED INCOME STATEMENT

For the Year Ended December 31,

For the Six Months Ended June 30,

2013 2014 2015 2015 2016
% of % of % of % of % of
RMB Revenue RMB Revenue RMB Revenue RMB Revenue RMB Revenue
(in thousands, except percentages)
(unaudited)
Revenue............. 85,877  100.0 488,049  100.0 741,813 100.0 180,600  100.0 585,477  100.0
Smart
hardware ...... 51,305 59.7 428,360 87.8 667,122 89.9 138,780 76.8 556,847 95.1
Internet services
and others...... 34,572 40.3 59,689 12.2 74,691 10.1 41,820 23.2 28,630 4.9
Cost of sales........ (36,272) (42.2) (401,376)  (82.3)  (641,323) (86.5) (142,306)  (78.8) (510,996) (87.2)
Smart
hardware ...... (32,913) (38.3) (372,751)  (76.4)  (541,954) (73.1) (102,098)  (56.5) (448,139)  (76.5)
Internet services
and others..... (3,359) 3.9 (28,625) 5.9 (99,369) (13.4) (40,208) (22.3) (62,857)  (10.7)
Gross profit........ 49,605 57.8 86,673 17.8 100,490 13.5 38,294 21.2 74,481 12.7
Smart
hardware ...... 18,392 21.4 55,609 11.4 125,168 16.8 36,682 20.3 108,708 18.6
Internet services
and others..... 31,213 36.4 31,064 6.4 (24,678) (3.3) 1,612 0.9 (34,227) (5.9
Selling and
marketing
eXpenses.......... (16,201) (18.9) (120,955) (24.8)  (649,092) (87.5) (267,067) (147.9) (196,760)  (33.6)
Administrative
expenses.......... (14,134) (16.4) (38,281) (7.9) (94,742)  (12.8) (32,867) (18.2) (70,424)  (12.0)
Research and
development
exXpenses.......... (16,478) (19.2) (50,149)  (10.3)  (119,605) (16.1) (46,356)  (25.7) (90,511)  (15.5)
Other income........ 115 0.1 3,430 0.7 11,085 1.5 3,327 1.9 4,498 0.8
Other losses, net ... (77) 0.1) (164) (0.0) (858) 0.1) (158) 0.1) (418) 0.1)
Operating profit/
(10SS) ccvneennnns 2,830 3.3 (119,446) (24.5)  (752,722) (101.4) (304,827) (168.8) (279,134)  (47.7)
Loss for the year/
period............. (25,813) (30.1) (1,772,336) (363.2) (2,217,557) (298.9) (1,269,628) (703.0) (2,189,739) (374.0)
Non-IFRS
Measure:
Adjusted net loss
(unaudited)®... (2,312) 2.7 (112,343) (23.0)0  (710,488) (95.8) (290,389) (160.8)  (257,620) (44.0)
Note:
(1) We define adjusted net loss as loss for the year/period added back with fair value loss of convertible redeemable preferred shares and

share-based compensation. Adjusted net loss is not a measure required by, or presented in accordance with, IFRS. The use of adjusted
net loss has limitations as an analytical tool, and you should not consider it in isolation from, or as a substitute for analysis of, our
results of operations or financial condition as reported under IFRS. See the section headed “Financial Information— Non-IFRS
Measure: Adjusted Net Loss” for details.
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SELECTED BALANCE SHEET ITEMS

As of
As of December 31, June 30,
2013 2014 2015 2016
(in thousands of RMB)
Total NON-CUITENE ASSELS ....uvninirieitit et 7,461 40,840 261,975 440,840
Total CUITENT ASSELS ....vnie it 86,605 1,770,844 1,446,843 2,030,792
TOtAl ASSELS ... vuittieieie ettt e e e et e e e e e e e 94,066 1,811,684 1,708,818 2,471,632
Total non-current liabilitie€s.............uivviiniiieiiiiiie e, 53,885 3,592,141 5,681,892 8,645,544
Total current lHabilitieS ..........oeviiniiniieii e 75,587 44,500 274,733 379,120
Total LHaDILItIES . ..uvveeteie it 129,472 3,636,641 5,956,625 9,024,664
Net liabilities ...................cooiiiiiii 35,406 1,824,957 4,247,807 6,553,032
Share capital ........oooueiiiiii e 123 121 121 121
RESEIVES vt 44,773 28,022 (176,787)  (292,273)
Accumulated 10SSES ....uvuiiiieiiiie et (80,302) (1,853,100) (4,071,141) (6,260,880)
Total @QUILY .......ooeviiii e (35,406) (1,824,957) (4,247,807) (6,553,032)
SELECTED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months
For the Year Ended December 31, Ended June 30,
2013 2014 2015 2015 2016
(in thousands of RMB)
(unaudited)
Net cash used in operating activities .............c..ccueeuneenn. (27,570) (80,868) (675,345) (274,663) (277,236)
Net cash (used in)/generated from investing activities...... (1,793) (467,753) 3,291 (64,739) (1,121,829)
Net cash generated from financing activities .................. 60,482 1,803,757 307,121 307,164 879,878
Net increase/(decrease) in cash and cash equivalents ....... 31,119 1,255,136  (364,933) (32,238)  (519,187)
Exchange gains/(losses) on cash and cash equivalents...... (360) (5,323) 66,462 (615) 27,835
Cash and cash equivalents at the beginning of the year/
PETIOA et 7,773 38,532 1,288,345 1,288,345 989,874

Cash and cash equivalents at the end of the year/period.... 38,532 1,288,345 989,874 1,255,492 498,522

KEY FINANCIAL RATIOS
The following table sets forth our key financial ratios for the periods indicated:
For the Six Months
For the Year Ended December 31, Ended June 30,
2013 2014 2015 2015 2016
Total revenue growth (%) .......ccoveuiiiiiiiiiiiiiiiiiii e, N/A 468.3 52.0 N/A 224.2
Revenue growth for smart hardware segment (%) ............c..cc.uee.... N/A 734.9 55.7 N/A 301.2
Revenue growth for Internet services and others segment (%) ......... N/A 72.7 25.1 N/A (31.5)
Gross margin for smart hardware segment™® (%) .......................... 35.8 13.0 18.8 26.4 19.5
Gross margin for Internet services and others segment® (%) .......... 90.3 52.0 (33.0) 3.9  (119.5)
Period-end MAU growth (%) ......c..oveeiiiiiiiiieiiiiniiiineiiieeciiee N/A 110.6 101.9 54.3 81.1
Average monthly revenue per MAU® (RMB)..........ceeeiiiiiiinnn.. 0.082 0.220 0.166 0.122 0.219
Average monthly smart hardware revenue per MAU® (RMB) ........ 0.049 0.193 0.149 0.094  0.208
Average monthly Internet services and others revenue per MAU®
(RMB) .ttt 0.033 0.027 0.017 0.028  0.011
Inventory turnover days® ...........ccoooiiiiiiiiiiiiiiii 48 10 39 64 63
Trade receivables turnover days© .............ccooiiiiiiiiiiiiiiii, 38 12 16 30 13
Notes:

(1) Gross margin equals gross profit/(loss) from the indicated segment divided by revenue from the indicated segment for the period and
multiplied by 100%.
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2) Average monthly revenue per MAU equals our total revenue for the indicated period divided by the number of months in the indicated
period and the MAUs for the last month of the indicated period.

3) Average monthly smart hardware revenue per MAU equals revenue from our smart hardware segment for the indicated period divided
by the number of months in such period and the MAUs for the last month of such period.

4) Average monthly Internet services and others revenue per MAU equals revenue from our Internet services and others segment for the
indicated period divided by the number of months in such period and the MAUs for the last month of such period.

(5) Inventory turnover days equals the average of the opening and closing inventory balances of the indicated period divided by the cost of
sales for such period and multiplied by the number of days in such period, being 365 days for a full-year period or 181 days for a six-
month period.

(6) Trade receivables turnover days equals the average of the opening and closing trade receivables of the indicated period divided by
revenue for such period and multiplied by the number of days in such period, being 365 days for a full-year period or 181 days for a
six-month period.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the listing committee of the Stock Exchange for the granting of the listing of, and permission
to deal in, our Shares in issue and to be issued pursuant to the Global Offering and the exercise of any options granted
under the ESOP and any options that may be granted under the Share Option Scheme and Shares that may be granted
under the Share Award Scheme. On the basis that, among other things, we satisfy the market capitalization/revenue test
under Rule 8.05(3) of the Listing Rules with reference to (i) our revenue for the year ended December 31, 2015, being
RMB741.8 million (equivalent to approximately HK$836.4 million), which is over HK$500 million, and (ii) our
expected market capitalization at the time of Listing, which, based on the low-end of the indicative Offer Price range,
exceeds HK$4 billion.

NEGATIVE NET OPERATING CASH FLOW AND WORKING CAPITAL SUFFICIENCY

During the Track Record Period, we had increasing negative operating cash flow, with outflows of RMB27.6
million, RMB80.9 million and RMB675.3 million for the years ended December 31, 2013, 2014 and 2015,
respectively, and outflows of RMB274.7 million and RMB277.2 million for the six months ended June 30, 2015 and
2016, respectively, primarily due to cash outflows from operating activities associated with our expanded sales and
marketing and research and development efforts for our various new products and monetization strategies. For further
information, see “Financial Information — Liquidity and Capital Resources”. Taking into account the financial
resources available to us including our cash and cash equivalents on hand and the estimated net proceeds from the
Global Offering, our Directors are of the view that we have sufficient working capital to meet our present requirements
and for the next 12 months from the date of this prospectus.

FUTURE DIVIDENDS

We have no policy for future dividend payments. Our Board has absolute discretion as to whether to declare any
dividend for any year, and in what amount. We did not declare any dividend during the Track Record Period. The
declaration, payment and amount of any future dividends will depend upon our earnings and financial condition,
operating requirements, capital requirements and any other conditions that our Directors may deem relevant. Any
payment of dividends may be limited by legal restrictions and by financing agreements that we may enter into in the
future. In addition, we had an accumulated loss of RMB®6.3 billion as of June 30, 2016.

OFFER STATISTICS
Based on an Offer Price of Based on an Offer Price of
HK$8.50 per Share HK$9.60 per Share

Market capitalization of our Shares upon completion of the Global

Offering(D ..o HK$35.9 billion HK$40.6 billion
Unaudited pro forma adjusted consolidated net tangible assets per

Share® . ... HK$1.66 HK$1.81
Notes:

(1) The calculation of market capitalization is based on 4,227,294,550 Shares expected to be in issue immediately upon completion of the
Global Offering (including completion of the conversion of the Preferred Shares into ordinary shares and the Share Subdivision to be
effected prior to Listing), and assuming the options granted under the ESOP and the options which may be granted under the Share
Option Scheme are not exercised and no Shares are granted under the Share Award Scheme.



SUMMARY

2) The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated after making the adjustments referred to in
Appendix II to this prospectus and on the basis that 4,227,294,550 Shares are expected to be in issue immediately upon completion of
the Global Offering (including completion of the conversion of the Preferred Shares into ordinary shares and the Share Subdivision to
be effected prior to Listing), and assuming the options granted under the ESOP and the options which may be granted under the Share
Option Scheme are not exercised and no Shares are granted under the Share Award Scheme.

LISTING EXPENSES

Based on the mid-point Offer Price of HK$9.05, the total estimated listing related expenses payable by us in
relation to the Global Offering is approximately RMB183.7 million (or approximately RMB45.5 million after
excluding underwriting commission of approximately RMB138.2 million). For the years ended December 2013, 2014
and 2015 and the six months ended June 30, 2016, we recognized and charged to our consolidated income statement
RMBO0.7 million, RMB0.9 million, RMB1.6 million and RMB2.4 million of such expenses, respectively. We estimate
that listing expenses of RMB36.2 million (including RMB2.4 million recognized for the six months ended June 30,
2016) will be charged to our consolidated income statement for the year ending December 31, 2016. The balance of
approximately RMB144.3 million, which includes underwriting commission, is expected to be capitalized.

USE OF PROCEEDS

Assuming an Offer Price of HK$9.05 per Share, being the mid-point of the Offer Price range stated in the
prospectus, we estimate that we will receive net proceeds of approximately HK$4,988 million from the Global Offering
after deduction of underwriting fees and estimated expenses in connection with the Global Offering. We intend to use
the net proceeds from the Global Offering for the purposes and in the amounts set out below.

Amount of the estimated net proceeds Intended use of net proceeds

e Approximately 29.0%, or HK$1,446 million Expand component and raw material sourcing capacity,
with a view to producing more smartphones and other
smart hardware

e Approximately 22.6%, or HK$1,127 million Invest in or acquire businesses that are complementary
to our business

e Approximately 19.7%, or HK$982 million Implement sales and marketing initiatives in both China
and overseas market

e Approximately 13.1%, or HK$654 million Expand Internet services business

e Approximately 6.6%, or HK$327 million Expand research and development capabilities

e Approximately 9.0%, or HK$451 million General working capital

For further details, see the section headed “Future Plans and Use of Proceeds”.

If the Over-allotment Option is fully exercised by the Joint Global Coordinators, the Over-allotment Option
Grantor will receive net proceeds of approximately HK$756 million for 86,100,000 Shares to be sold and transferred
upon the full exercise of the Over-allotment Option, respectively, based on the Offer Price of HK$9.05 per Share, being
the mid-point of the proposed Offer Price range, and after deducting the underwriting fees and commissions payable by
the Over-allotment Option Grantor.

RECENT DEVELOPMENT

Our Directors confirm that, as of the date of this prospectus, there had been no material adverse change in the
financial conditions or prospects of our Group since June 30, 2016, the end of the period reported on in the Accountant’s
Report set out in Appendix I to this prospectus, and there had been no event since June 30, 2016 and up to the date of
this prospectus which could materially affect the information shown in the Accountant’s Report.



DEFINITIONS

Terms” in this prospectus.

In this prospectus, unless the context otherwise requires, the following words and expressions shall have
the following meanings. Certain technical terms are explained in the section headed “Glossary of Technical

“affiliate(s)”

6‘AMTD’9

“Application Form(s)”’

“Articles” or “Articles of Association”

“Baolink Capital”

“Board”

“business day”

‘SBVI”
“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CCB International”

“China” or “PRC”

with respect to any specified person, any other person, directly or
indirectly, controlling or controlled by or under direct or indirect
common control with such specified person

AMTD Asset Management Limited

WHITE Application Form(s), YELLOW Application Form(s) and
GREEN Application Form(s), or where the context so requires, any
of them, relating to the Hong Kong Public Offering

the articles of association of our Company conditionally adopted on
November 25, 2016 with effect from the Global Offering becoming
unconditional on the Listing Date, as amended from time to time

Baolink Capital Ltd, a company incorporated under the laws of the
BVI on June 29, 2007, which is wholly-owned by Mr. Cai and will
hold approximately 11.35% of the issued share capital of our
Company upon Listing (assuming the options granted under the
ESOP and the options which may be granted under the Share Option
Scheme are not exercised and no Shares are granted under the Share
Award Scheme), and one of our Controlling Shareholders

our board of Directors

any day (other than a Saturday, Sunday or public holiday in Hong
Kong) on which banks in Hong Kong are generally open for normal
banking business

the British Virgin Islands
compound annual growth rate

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian participant

a person admitted to participate in CCASS as an investor participant
who may be an individual or joint individuals or a corporation

a CCASS Clearing Participant, a CCASS Custodian Participant or a
CCASS Investor Participant

CCB International Capital Limited

the People’s Republic of China, except where the context requires
otherwise and only for the purposes of this prospectus, excluding
Hong Kong, the Macau Special Administrative Region of the PRC
and Taiwan. “Chinese” shall be construed accordingly
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DEFINITIONS

¢“China Merchants Securities”
“CMB International”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”’, “our Company”, “the
Company”’, “Meitu”, “we” or ‘“us”

“Concert Group”

“Concert Party Agreement”

“Contractual Arrangement(s)”

“Controlling Shareholders”

“Cornerstone Investor(s)”

“Corporate Restructuring”

“Credit Suisse”

China Merchants Securities (HK) Co., Limited
CMB International Capital Limited

the Companies Law, Cap 22. (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong),
as amended, supplemented or otherwise modified from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

Meitu, Inc. 2KA 7], an exempted company with limited liability
incorporated under the laws of the Cayman Islands on July 25, 2013
and carries on business in Hong Kong as “%[E 2% (in Chinese) as
approved by and registered with the Registrar of Companies in
Hong Kong on October 28 and November 7, 2016, respectively.
“Meitu” may also refer to the Company’s brand if the context so
requires. “Meitu”, when italicized, refers to the Company’s first
product, Meitu

Mr. Wu, Mr. Cai and Ms. Wang (including, where applicable, any
entities directly or indirectly controlled by them that directly holds
the Shares)

the agreement entered into among the Concert Group on August 17,
2016, pursuant to which the Concert Group has undertaken to,
among other things, vote unanimously for any resolutions proposed
at Board meetings and Shareholder meetings (as applicable) of our
Company and has confirmed that its members have acted in concert
since the incorporation of our Company and at any prior period of
time where any member of the Concert Group held interests in any
companies or entities that now comprise our Group

the series of contractual arrangements entered into between Mr. Wu,
Ms. Cai, Meitu Home and Meitu Networks (as applicable), details of
which are described in the section headed “Contractual
Arrangements” in this prospectus

has the meaning ascribed thereto under the Listing Rules and unless
the context otherwise requires, refers to Mr. Wu, Mr. Cai, Xinhong
Capital, Longlink Capital and Baolink Capital

investor(s) which has/have entered into cornerstone investment
agreement(s) with our Company, as described in the section headed
“Cornerstone Investors” of this prospectus

the corporate restructuring of the Group in preparation of the
Listing, details of which are set out in the section headed “History,
Reorganization and Corporate Structure — The Corporate
Restructuring” in this prospectus

Credit Suisse (Hong Kong) Limited



DEFINITIONS

“CSRC”
“Director(s)”

“ESOP”

“Existing Articles”

“Forgame”

“Futu Securities”
“GAAP”

“GF Securities”
“Global Offering”

“Governmental Authority”

“GREEN Application Form(s)”’

“Group*, “our Group”, or “the
Group”

“Head & Shoulders”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars” or “HK dollars”

or “HK$”
“Hong Kong Offer Shares”

the China Securities Regulatory Commission
the director(s) of our Company

the employees’ share option plan of the Company as approved by
the Board on February 15, 2014 and amended by the Board on
November 18, 2015

the amended and restated memorandum and articles of association
of the Company adopted by special resolution of the shareholders
passed on April 20, 2016 and as further amended by special
resolution of the shareholders passed on August 16, 2016

Forgame Holdings Limited, a company incorporated under the laws
of the Cayman Islands on July 26, 2011, whose shares are listed on
the Main Board of the Stock Exchange (Hong Kong Stock Exchange
Stock Code: 484)

Futu Securities International (Hong Kong) Limited

generally accepted accounting principles

GF Securities (Hong Kong) Brokerage Limited

the Hong Kong Public Offering and the International Offering

any governmental, regulatory or administrative commission, board,
body, authority or agency, or any stock exchange, self-regulatory
organization or other non-governmental regulatory authority, or any
court, judicial body, tribunal or arbitrator, in each case whether
national, central, federal, provincial, state, regional, municipal,
local, domestic, foreign or supranational

the application form(s) to be completed by the White Form eIPO
Service Provider, Computershare Hong Kong Investor Services
Limited

the Company, its subsidiaries and the PRC Operating Entities (the
financial results of which have been consolidated and accounted for
as subsidiaries of our Company by virtue of the Contractual
Arrangements) from time to time

Head & Shoulders Securities Limited

Hong Kong Securities Clearing Company Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of HKSCC

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong dollars, the lawful currency of Hong Kong
the 57,400,000 new Shares initially being offered for subscription in
the Hong Kong Public Offering at the Offer Price (subject to

adjustment and reallocation as described in the section headed
“Structure of the Global Offering” in this prospectus)



DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Public Offering
Documents”

“Hong Kong Share Registrar”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Takeovers Code” or
“Takeovers Code”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

‘SICP”

“ICP License”

“IFRS”

“Independent Third Party(ies)”

“International Offering”

“International Offering Shares”

the offer of the Hong Kong Offer Shares for subscription by the
public in Hong Kong at the Offer Price (plus a brokerage fee of 1%,
SFC transaction levy of 0.0027% and Stock Exchange trading fee of
0.005%) on the terms and subject to the conditions described in this
prospectus and the Application Forms, as further described in the
section headed “Structure of the Global Offering — The Hong Kong
Public Offering” in this prospectus

this prospectus and the Application Forms

Computershare Hong Kong Investor Services Limited

The Stock Exchange of Hong Kong Limited

the Codes on Takeovers and Mergers and Share Buy-backs issued
by the SFC, as amended, supplemented or otherwise modified from
time to time

the underwriters of the Hong Kong Public Offering as listed in the
section headed “Underwriting — Hong Kong Underwriters” in this
prospectus

the underwriting agreement dated December 2, 2016, relating to the
Hong Kong Public Offering, entered into among the Joint Global
Coordinators (for themselves and on behalf of the Hong Kong
Underwriters), the Controlling Shareholders and our Company, as
further described in the section headed “Underwriting” in this
prospectus

Internet content provider

Value-added Telecommunications Service Operating Permit for
Internet information service

the International Financial Reporting Standards, amendments and
interpretation issued from time to time by the International
Accounting Standards Board

any entity or person who is not a connected person of our Company
or an associate of any such person within the meanings ascribed
thereto under the Listing Rules

the conditional placing of the International Offering Shares at the
Offer Price outside the United States in offshore transactions in
accordance with Regulation S and in the United States to QIBs only
in reliance on Rule 144A or any other available exemption from the
registration requirement under the U.S. Securities Act, as further
described in the section headed “Structure of the Global Offering” in
this prospectus

the 516,600,000 Shares being initially offered for subscription at the
Offer Price under the International Offering together, where



DEFINITIONS

“International Underwriters”

“International Underwriting
Agreement”

“Joint Bookrunners”

¢“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“Laws”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Longlink Capital”

relevant, with any additional Shares that may be sold by the Over-
allotment Option Grantor pursuant to any exercise of the Over-
allotment Option, subject to adjustment and reallocation as
described in the section headed “Structure of the Global Offering” in
this prospectus

the underwriters of the International Offering

the international underwriting agreement relating to the International
Offering and expected to be entered into by, among others, our
Company, the Controlling Shareholders, the Over-allotment Option
Grantor, the Joint Global Coordinators and the representatives of the
International Underwriters, on or about December 8, 2016, as
described in the section headed “Underwriting” in this prospectus

Morgan Stanley, Credit Suisse, China Merchants Securities, CCB
International, CMB International, UBS, AMTD and GF Securities

Morgan Stanley, Credit Suisse, China Merchants Securities and
CCB International

Morgan Stanley, Credit Suisse, China Merchants Securities, CCB
International, CMB International, UBS, AMTD, GF Securities,
Head & Shoulders and Futu Securities

Morgan Stanley, Credit Suisse and China Merchants Securities

November 25, 2016 being the latest practicable date for ascertaining
certain information in this prospectus before its publication

all laws, statutes, legislation, ordinances, rules, regulations,
guidelines, opinions, notices, circulars, orders, judgments, decrees
or rulings of any Governmental Authority (including, without
limitation, the Stock Exchange and the SFC) of all relevant
jurisdictions

the listing of the Shares on the Main Board
the Listing Committee of the Stock Exchange

the date, expected to be on or about Thursday, December 15, 2016,
on which the Shares are to be listed and on which dealings in the
Shares are to be first permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented or
otherwise modified from time to time

Longlink Capital Ltd, a company incorporated under the laws of the
BVI on January 11, 2007, which is wholly-owned by Longlink
Limited, which in turn is held by Lion Trust (Singapore) Limited as
trustee for the benefit of Mr. Cai and will hold approximately
14.67% of the issued share capital of our Company upon Listing



DEFINITIONS

“Main Board”

“Maximum Offer Price”

“Meipai Global”

“Meipai Ltd”

)

“Meipai Technology’

“Meitu HK”

“Meitu Holdings”

“Meitu Home”

“Meitu Home Beijing”

“Meitu Huyu”

“Meitu Investment”

(assuming the options granted under the ESOP and the options
which may be granted under the Share Option Scheme are not
exercised and no Shares are granted under the Share Award
Scheme), and one of our Controlling Shareholders

the stock exchange (excluding the option market) operated by the
Stock Exchange which is independent from and operates in parallel
with the Growth Enterprise Market of the Stock Exchange

HK$9.60 (being the high end of the Offer Price range stated in this
prospectus)

Meipai Global Limited R AMRAT, a limited liability
company incorporated under the laws of Hong Kong on June 19,
2015, and our indirectly wholly-owned subsidiary

Meipai Ltd, an exempted company with limited liability
incorporated under the laws of the Cayman Islands on June 2, 2015,
and our directly wholly-owned subsidiary

Xiamen Meipai Technology Co., Ltd. (ZFMEHBHCARA R,
formerly known as Beijing Meitu Networks Technology Co., Ltd.
AL EE AR ATR)  and  Beijing Rongxin  Tiancheng
Technology Co., Ltd. (ALHZEMEKMABHLAMRAR), a company
established in the PRC on November 17, 2005 and by virtue of the
Contractual Arrangements, accounted for as our subsidiary

Meitu (China) Limited #[E (*FE) HRATE, a limited liability
company incorporated in Hong Kong on August 12, 2013, and our
directly wholly-owned subsidiary

Meitu Holdings Ltd, an exempted company with limited liability
incorporated under the laws of Cayman Islands on June 2, 2015 and
our directly wholly-owned subsidiary

Xiamen Home Meitu Technology Co., Ltd.
(LSRR 2 ZRH A R Fl), a company established in the PRC on
October 14, 2013, and our indirectly wholly-owned subsidiary

Beijing Meitu Home Technology Co., Ltd. (ItaEEZ
ERHEARAT]), a company established in the PRC on July 27,
2016, and our indirectly wholly-owned subsidiary

Beijing Meitu Huyu Technology Co., Ltd. (ItatEE LR
PHEABRA T, formerly known as Beijing Meitu Chuangxiang
Advertisement Co., Ltd (ALmEEAIEESARAF) and Beijing
Meihao Huyu Technology Co., Ltd. (L& S BIRBHARA ), a
company established in the PRC on February 22, 2011, and by
virtue of the Contractual Arrangements, accounted for as our
subsidiary

Meitu Investment Ltd, a BVI business company incorporated under

the laws of the BVI on January 30, 2015, and our directly wholly-
owned subsidiary
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DEFINITIONS

“Meitu Mobile”

“Meitu Networks”

“Meitu Technology”

“Meitu Technology (US)”

“Memorandum” or “Memorandum of
Association”

“MIIT”

“MOC”

“MOF!’

“MOFCOM”

“Morgan Stanley”

“Mr. Cai”

“Mr. Wu”

“Mr. Ngan”

“Ms. Cai”

“Ms. Wang”

Xiamen Meitu Mobile Technology Co., Ltd. (EFI5EER
BRHA R A]), a company established in the PRC on March 1,
2013 and our indirectly wholly-owned subsidiary

Xiamen Meitu Networks Technology Co., Ltd. (&M%
HRHCARAA]) (formerly known as Xiamen Shuzi Qingyuan
Networks Technology Co. Ltd. (BB 1§ 4 BH AT R Fl) and
Xiamen Networks Zhiyuan Xinxi Technology Co. Ltd
(LM 2 545 ERHLABRA D), a company established in the PRC
on June 18, 2003, owned by Mr. Wu and Ms. Cai as to 51% and
49%, respectively, and, by virtue of the Contractual Arrangements,
accounted for as our subsidiary

Meitu Technology, Inc., formerly known as MagicV, Inc., and
MIXVID, Inc., a limited liability company incorporated under the
laws of the State of Delaware, on August 29, 2014, and our
indirectly wholly-owned subsidiary

Meitu Technology (US), LLC, formerly known as Commsource,
LLC, a limited liability company incorporated under the laws of the
State of California, on April 1, 2015, and our indirectly wholly-
owned subsidiary

the memorandum of association of our Company conditionally
adopted on November 25, 2016 with effect from the Global Offering
becoming unconditional on the Listing Date, as amended from time
to time

the Ministry of Industry and Information Technology of the PRC
(PRI B T 2EANE BALER) (formerly known as the Ministry of
Information Industry)

the Ministry of Culture of the PRC (13 A F A 5 3L #)

the Ministry of Finance of the PRC (3 A [0 [ o BL)

the Ministry of Commerce of the PRC (1% A B Al B o 5 )

Morgan Stanley Asia Limited

Mr. Cai Wensheng (3%3CWE), our founder, Chairman, executive
Director, one of our Controlling Shareholders and an authorized
representative

Mr. Wu Zeyuan (%{#F), also known as Mr. Wu Xinhong (5iki%),
our founder, Chief Executive Officer, executive Director and one of
our Controlling Shareholders

Mr. Ngan King Leung Gary (B%J ), our Chief Financial Officer,
one of our joint company secretaries and an authorized
representative

Ms. Cai Shuting, the daughter of Mr. Cai and Ms. Wang

Ms. Wang Baoshan, the spouse of Mr. Cai



DEFINITIONS

“NDRC”

“Offer Price”

“Offer Share(s)”’

“Old Contractual Arrangements”

“Original Series A Preferred Shares”

“Over-allotment Option”

“Over-allotment Option Grantor”
“PRC Legal Advisor”

“PRC Operating Entities”

“Preferred Shareholders”

“Preferred Shares”

the National Development and Reform Commission of the PRC

(o R B 5 O 2 B

the final offer price per Offer Share (exclusive of brokerage, SFC
transaction levy and Stock Exchange trading fee), expressed in
Hong Kong dollars, at which Hong Kong Offer Shares are to be
subscribed for pursuant to the Hong Kong Public Offering and the
International Offering Shares are to be offered pursuant to the
International Offering, to be determined as described in the section
headed “Structure of the Global Offering — Pricing and Allocation”
in this prospectus

the Hong Kong Offer Shares and the International Offering Shares
together, where relevant, with any additional Shares that may be
sold by the Over-allotment Option Grantor pursuant to the exercise
of the Over-allotment Option

the series of contractual arrangements entered into between Meitu
Mobile, Meitu Networks and Meitu Home, and their respective
equity holders (as applicable), on December 10, 2013, details of
which are described in the sections headed “Contractual
Arrangements” and “History, Reorganization and Corporate
Structure — Background relating to the OId Contractual
Arrangement” in this prospectus

the series A convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, which were subsequently
reclassified as Series A-1 Preferred Shares

the option expected to be granted by the Over-allotment Option
Grantor to the International Underwriters, exercisable by the Joint
Global Coordinators (for themselves and on behalf of the
International Underwriters) for up to 30 days from the last day for
the lodging of applications under the Hong Kong Public Offering, to
require the Over-allotment Option Grantor to sell up to 86,100,000
Shares (representing in aggregate 15% of the initial Offer Shares) to
the International Underwriters to, among other things, cover over-
allocations in the International Offering, if any, details of which are
described in the section headed “Structure of the Global Offering —
Over-allotment Option” in this prospectus

Ultra Colour Limited

Jingtian & Gongcheng

Meitu Networks and its subsidiaries and branches, the financial
accounts of which have been consolidated and accounted for as if
they were subsidiaries of our Company by virtue of the Contractual
Arrangements

the holders of any Preferred Shares from time to time

the Series A Preferred Shares, Series B Preferred Shares, Series C

Preferred Shares and Series D Preferred Shares



DEFINITIONS

“Pre-IPO Investment(s)”’

“Pre-IPO Investment Agreement(s)”’

“Pre-IPO Investor(s)”

“Price Determination Agreement”

“Price Determination Date”

“prospectus”

‘SQIB”

“QIPO”

“Regulation S”’
“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

the Pre-IPO investments in the Company undertaken by the Pre-IPO
Investors pursuant to the Pre-IPO Investment Agreements, details of
which are set out in the section headed “History, Reorganization and
Corporate Structure” in this prospectus

Series A-1 Preferred Share Purchase Agreement, Series A-2
Preferred Share Purchase Agreement, Series B Preferred Share
Purchase Agreement, Series C Preferred Share Purchase Agreement
and Series D Preferred Share Purchase Agreement, entered into,
among others, by the Pre-IPO Investors and the Company in
connection with the Pre-IPO Investment

the Series A-1 Preferred Shareholders, Series A-2 Preferred
Shareholders, Series B Preferred Shareholders, Series C Preferred
Shareholders and Series D Preferred Shareholders

the agreement to be entered into between our Company (for itself
and on behalf of the Over-allotment Option Grantor) and the Joint
Global Coordinators (for themselves and on behalf of the
Underwriters), on the Price Determination Date to record and fix the
Offer Price

the date, expected to be Thursday, December 8, 2016, on which the
Offer Price is fixed for the purposes of the Global Offering, and in
any event no later than Wednesday, December 14, 2016, or such
other date as agreed between the parties to the Price Determination
Agreement

this prospectus being issued in connection with the Hong Kong
Public Offering

a qualified institutional buyer within the meaning of Rule 144A

a firm underwritten public offering of the Shares in the U.S. that has
been registered under the Securities Act, with the market
capitalization of the Company immediately prior to such offering of
(1) not less than USS$S5 billion, if such offering is completed on or
prior to the second anniversary of April 20, 2016, or (ii) not less
than US$6 billion, if such offering is completed after the second
anniversary and on or prior to the fourth anniversary of April 20,
2016 (unless otherwise approved by a majority of the Preferred
Shareholders), or a similar public offering of the Shares in another
jurisdiction approved by the majority of the Preferred Shareholders,
which results in the Shares trading publicly on a recognized regional
or national securities exchange

Regulation S under the U.S. Securities Act

Renminbi, the lawful currency of China

Rule 144A under the U.S. Securities Act

the State Administration for Foreign Exchange of the PRC
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DEFINITIONS

“SAIC”

“SARFT”

“SAT”

“SCIO”

“Series A Preferred Shareholders”

“Series A Preferred Shares”

“Series A-1 Preferred Share Purchase
Agreement”

“Series A-1 Preferred Shareholders”

“Series A-1 Preferred Shares”

“Series A-2 Preferred Share Purchase
Agreement”

“Series A-2 Preferred Shareholders”

“Series A-2 Preferred Shares”

“Series A-2A Preferred Shares”

“Series A-2B Preferred Shares”

“Series B Preferred Share Purchase
Agreement”

“Series B Preferred Shareholders”

the State Administration of Industry and Commerce of the PRC
(N R A 2 B % TR AT U LA R))

the State Administration of Press, Publication, Radio, Film and
Television of the PRC (32 A\ R LA B0 [0 57 ] L W 2% 76 48 =)

the State Administration of Taxation (B ZBLH5 4 J=))

the State Council Information Office of the PRC

GRE NG o R i /NS
the holder of the Series A Preferred Shares

the series A-1 Preferred Shares, the Series A-2A Preferred Shares
and the Series A-2B Preferred Shares

the series A-1 preferred share purchase agreement dated October 22,
2013 between, among others, the Company, Mr. Wu and the Series
A-1 Preferred Shareholders

the holder of the Series A-1 Preferred Shares

the series A-1 convertible redeemable preferred shares of the
Company (which were reclassified from the Original Series A
Preferred Shares), par value US$0.0001 per share, 11,111,111 of
which are currently in issue and held by the Series A-1 Preferred
Shareholders pursuant to the Series A-1 Preferred Purchase
Agreement

the series A-2 preferred share purchase agreement dated January 16,
2014 between, among others, the Company, Mr. Wu and the Series
A-2 Preferred Shareholders

the holder of the Series A-2 Preferred Shares

the series A-2A Preferred Shares and the Series A-2B Preferred
Shares

the series A-2A convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, 41,730,994 of which are
currently in issue and held by the Series A-2 Preferred Shareholders
pursuant to the Series A-2 Preferred Purchase Agreement

the series A-2B convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, 14,444,444 of which are
currently in issue and held by the Series A-2 Preferred Shareholders
pursuant to the Series A-2 Preferred Purchase Agreement

the series B preferred share purchase agreement dated May 28, 2014
between, among others, the Company, Mr. Wu and the Series B
Preferred Shareholders

the holder of the Series B Preferred Shares



DEFINITIONS

“Series B Preferred Shares”

“Series C Preferred Share Purchase

Agreement”

“Series C Preferred Shareholders”

“Series C Preferred Shares”

“Series D Preferred Share Purchase
Agreement”

“Series D Preferred Shareholders”

“Series D Preferred Shares”

“SFC”
“SFO” or “Securities and Futures

Ordinance”

“Share Award Scheme”

“Share Option Scheme”

“Shareholder(s)”

“Shareholders’ Agreement”

“Share(s)”

“Share Subdivision”

the series B convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, 52,603,041 of which all
currently in issue and held by the Series B Preferred Shareholders
pursuant to the Series B Preferred Purchase Agreement

the series C preferred share purchase agreement dated January 6,
2015 between, among others, the Company, Mr. Wu and the Series
C Preferred Shareholders

the holder of the Series C Preferred Shares

the series C convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, 34,457,408 of which all
currently in issue and held by the Series C Preferred Shareholders
pursuant to the Series C Preferred Purchase Agreement

the series D preferred share purchase agreement dated April 19,
2016 between, among others, the Company, Mr. Wu and the Series
D Preferred Shareholders

the holder of the Series D Preferred Shares

the series D convertible redeemable preferred shares of the
Company, par value US$0.0001 per share, 14,315,790 of which all
currently in issue and held by the Series D Preferred Shareholders
pursuant to the Series D Preferred Purchase Agreement

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified from
time to time

the share award scheme adopted by the Company on November 25,
2016 which is not a share option scheme and is not subject to the
provisions of Chapter 17 of the Listing Rules

the share option scheme adopted by the Company on November 25,
2016 which complies with the provisions of Chapter 17 of the
Listing Rules

holder(s) of the Share(s)

the shareholders’ agreement entered into between our Company and
the Pre-IPO Investors on October 30, 2013, which was then
amended and restated on each of January 24, 2014, May 28, 2014,
January 6, 2015 and April 20, 2016, respectively

ordinary share(s) in the share capital of our Company following the
Share Subdivision with a par value of US$0.00001 each

the subdivision of each issued and unissued ordinary share of
US$0.0001 par value each of the Company into 10 ordinary shares

4



DEFINITIONS

“Stabilizing Manager”

“Stock Borrowing Agreement”

“subsidiary” or ‘“‘subsidiaries”

“Track Record Period”

“UBS”

“Ultra Colour”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S”.

“U.S. dollars” or “US$”
“U.S. SEC”

“U.S. Securities Act”

“WFOEs”

“WHITE Application Form(s)”

“White Form eIPO”’

of US$0.00001 par value each to be effected following the
reclassification and redesignation of all the issued and unissued
Preferred Shares into ordinary shares of US$0.0001 each on the
Listing Date and prior to Listing, the details of which are described
in “History, Reorganization and Corporate Structure — Share
Subdivision”

Morgan Stanley Asia Limited

the stock borrowing agreement expected to be entered into between
the Over-allotment Option Grantor and the Stabilizing Manager (or
its affiliate(s)) on or around the Price Determination Date

has the meaning ascribed thereto in section 15 of the Companies
Ordinance

the three financial years ended December 31, 2013, 2014, and 2015
and the six months ended June 30, 2016

UBS AG Hong Kong Branch

Ultra Colour Limited, a company incorporated under the laws of the
BVI on May 15, 2013, which in turn is owned by Ultra Colour
Limited, a company incorporated under the laws of Samoa which in
turn is wholly-owned by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Cai Rongjia, the son of Mr. Cai, and
one of our Shareholders

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions and all
areas subject to its jurisdiction

United States dollars, the lawful currency of the United States
Securities and Exchange Commission of the United States

United States Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder

collectively, Meitu Home and Meitu Mobile, each a wholly foreign-
owned enterprise incorporated under the laws of the PRC

the form of application for the Hong Kong Offer Shares for use by
the public who require such Hong Kong Offer Shares to be issued in
the applicants’ own name

the application for Public Offer Shares to be issued in the
applicant’s own name, submitted online through the designated
website of the White Form eIPO Service Provider,
www.eipo.com.hk




DEFINITIONS

“White Form eIPO Service Provider” Computershare Hong Kong Investor Services Limited

‘“Xiamen Longling” Xiamen Longling Investment Partnership (LLP)
(EMEERE G B R (AIRA%)), a fund founded by Mr. Cai,
among others, which was restructured into Longling Capital Co.,
Ltd (EEBERMBAMAT), an entity established in the PRC on
March 29, 2011 with limited liability that previously held an equity
interest in Meitu Mobile and is held by Mr. Cai as to 84.83% and by
Independent Third Parties as to 15.17%

“Xinhong Capital” Xinhong Capital Limited, a company incorporated under the laws of
the BVI on June 13, 2013, which is wholly-owned by Easy Prestige
Limited, which in turn is held by Lion Trust (Singapore) Limited as
trustee for the benefit of Mr. Wu and will hold approximately
13.40% of the issued share capital of our Company upon Listing
(assuming the options granted under the ESOP and the options
which may be granted under the Share Option Scheme are not
exercised and no Shares are granted under the Share Award
Scheme), and one of our Controlling Shareholders

“YELLOW Application Form(s)” the form of application for the Hong Kong Offer Shares for use by
the public who require such Hong Kong Offer Shares to be
deposited directly into CCASS

“%” per cent

Unless otherwise specified, statements contained in this prospectus assume no exercise of the Over-
allotment Option. See the section headed “Underwriting”.

The terms “associate(s)”, “close associate(s)”, “connected person(s)”, “core connected person(s)”,
“connected transaction(s)”, and “substantial shareholder(s)” shall have the meanings given to such terms in the
Listing Rules, unless the context otherwise requires.

Unless otherwise indicated, (i) the translations of Renminbi into Hong Kong dollars in this prospectus are
based on the rate of RMBI1.00: HK$1.1275, being the PBOC Rate prevailing on November 18, 2016 and (ii) the
translations of U.S. dollars into Hong Kong dollars are based on the rate of US$1.00: HK$7.7572, being the
noon buying rate as set forth in the H.10 statistical release of the United States Reserve Board on November 18,
2016.

No representation is made that any amounts in HK$, RMB and US$ can be or could have been converted at
the relevant dates at the above rates or any other rates at all.

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures preceding them.

Unless otherwise expressly stated or the context otherwise requires, all data in this prospectus is as of the
date of this prospectus.

If there are any inconsistencies in this prospectus between the Chinese names of the entities or enterprises
established in the PRC mentioned in this prospectus and their English translations, the Chinese names shall
prevail. The English translations of the Chinese names of such PRC entities are provided for identification
purpose only.



GLOSSARY OF TECHNICAL TERMS

industries as our Company.

This glossary contains definitions of certain terms used in this prospectus in connection with our
business. These terms and their definitions may not correspond to any industry standard definitions, and
may not be directly comparable to similarly titled terms adopted by other companies operating in the same

activation

core apps

core photo apps

gross billings

gross merchandise volume/GMV

IVAS

key opinion leaders/KOLSs

live streaming platform

mobile Internet

mobile Internet penetration rate

monthly active users/MAUs

the first time a user accesses an app

comprises Meitu (formerly named MeituPic), Meipai, BeautyCam,
BeautyPlus, SelfieCity and MakeupPlus

comprises Meitu, BeautyCam, BeautyPlus, SelfieCity and
MakeupPlus

total amount paid by users during a given period for purchase of
virtual items

the total value of merchandise sold in the specified market or
through a specified platform during a given period

Internet value-added services

individuals with a significant number of followers that are able to
influence their followers and others

a platform that enables live broadcasting of video content and real-
time communication and interaction among users and live streaming
hosts, either through mobile or PC Internet

Internet accessed through mobile devices including smartphones,
tablets or other handheld devices (excluding laptops)

the percentage of a country or region’s overall population that are
mobile Internet users

e “MAUSs” for a specific app (excluding Meipai) refers to the
number of devices that activate the app at least once during the
calendar month in question

e “Meipai MAUSs” is defined as the sum of (i) the number of
devices that access the Meipai app (“Meipai in-app user”) and
(ii) the number of cookies (a commonly used tracking code)
recorded by mobile browsers or third-party apps that access
Meipai’s content, at least once during the calendar month in
question. We are generally able to identify a device that
accesses Meipai both through the Meipai app and mobile
browsers or third-party apps during a given period, and such
device is recorded as one MAU. However, in certain
circumstances, we may not be able to identify such overlap,
and in such cases those devices would be recorded as two
MAUSs

The number of devices that access each of our apps primarily

targeting users in China is tracked through the data services
provided by Umeng+ (% ¥1+), a leading big data service provider in
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online video platform

overseas / international

overseas users

PC

photo app

photos generated

short-form video platform

short-form videos

social networking platform and media

total MAUs

total users

China, and the number of devices that access each of our apps
primarily targeting users overseas is tracked through data services
provided by Flurry, Inc., an international mobile analytics,
monetization, and advertising company owned by Yahoo Inc..
Umeng+ and Flurry, Inc. are independent third parties of our
Company. The number of cookies recorded by mobile browsers or
third-party apps that access Meipai’s content are tracked by our own
internal database

a mobile- or PC-based platform that enables users to view, or upload
and share video content through the Internet

refers to countries, regions or jurisdictions outside China

refers to the sum of activations from overseas. For example, if a
device from overseas activates two different apps, it would, under
this definition, be counted as two users

a personal computer

an app that focuses on in-app photo-taking and photo-editing and
enables photo-sharing

the number of photos processed or taken during a given period using
the specified app or apps. For the purpose of this definition, a photo
that is processed twice using an app counts as two photos generated.
A photo that is taken using one app and then additionally processed
using another app counts as two photos generated

a platform focusing on facilitating creation and sharing of short-
form videos

creative videos that are often seconds in duration and easily shared
and accessed across the mobile Internet

a PC- or mobile-based platform and media embedded with functions
aimed to enable users to maintain social relations or expand their
social network through the Internet

refers to the sum of the MAUs of all of our apps (including Meipai)
during the calendar month in question. For example, if a mobile
device accesses two different Meitu apps over the course of a
calendar month, it would, under this methodology, be counted as
two MAUs

refers to the sum of activations for all of our apps. For example, if a

mobile device activates two different apps, it would, under this
definition, be counted as two users
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are forward looking statements that are, by their nature, subject to
significant risks and uncertainties. Any statements that express, or involve discussions as to, expectations,
beliefs, plans, objectives, assumptions or future events or performance (often, but not always, through the use of
words or phrases such as “will” “expect”, “anticipate”, “estimate”, “believe”, “going forward”, “ought to”,
“may”, “seek”, “should”, “intend”, “aim”, “plan”, “projection”, “could”, “vision”, “goals”, “objective”, “target”,
“schedules” and “outlook™) are not historical facts, are forward-looking and may involve estimates and
assumptions and are subject to risks (including the risk factors detailed in this prospectus), uncertainties and
other factors some of which are beyond our Company’s control and which are difficult to predict. Accordingly,
these factors could cause actual results or outcomes to differ materially from those expressed in the forward-

looking statements.

Our forward-looking statements have been based on assumptions and factors concerning future events that
may prove to be inaccurate. Those assumptions and factors are based on information currently available to us
about the businesses that we operate. The risks, uncertainties and other factors, many of which are beyond our
control, that could influence actual results include, but are not limited to:

° our future business development, financial condition and results of operations;

o our business strategies and plans to achieve these strategies;

o our ability to identify and satisfy user demands and preferences;

. our ability to maintain good relationships with business partners;

° general economic, political and business conditions in the industries and markets in which we
operate;

o relevant government policies and regulations relating to our industry, business and corporate
structure;

o the actions and developments of our competitors; and

o all other risks and uncertainties described in the section in this prospectus under the heading “Risk
Factors”.

Since actual results or outcomes could differ materially from those expressed in any forward-looking
statements, we strongly caution investors against placing undue reliance on any such forward-looking statements.
Any forward-looking statement speaks only as of the date on which such statement is made, and, except as
required by the Listing Rules, we undertake no obligation to update any forward-looking statement or statements
to reflect events or circumstances after the date on which such statement is made or to reflect the occurrence of
unanticipated events. Statements of or references to our intentions or those of any of our Directors are made as at
the date of this prospectus. Any such intentions may change in light of future developments.

All forward-looking statements in this prospectus are expressly qualified by reference to this cautionary
statement.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the following risk
factors before making any investment decision in relation to the Offer Shares. Our business, financial
condition or results of operations could be materially and adversely affected by any of these risks. The market
price of the Offer Shares could fall significantly due to any of these risks, and you may lose all or part of your
investment.

We believe that there are certain risks involved in our operations, many of which are beyond our control.
We have categorized these risks and uncertainties into: (i) risks relating to our business and industries; (ii) risks
relating to our Contractual Arrangements; (iii) risks relating to doing business in China; and (iv) risks relating to
the Global Offering. Additional risks and uncertainties that are presently not known to us or not expressed or
implied below or that we currently deem immaterial could also harm our business, financial condition and
operating results. You should consider our business and prospects in light of the challenges we face, including
the ones discussed in this section.

RISKS RELATING TO OUR BUSINESS AND INDUSTRIES

We have a limited operating history in new and dynamic industries, which makes it difficult to evaluate
our future prospects.

We launched our first product, Meitu (/7575 ), in 2008 as a PC version, and only began to substantially
expand our product offerings and generate significant revenue in recent years. We have developed and launched
more than 20 apps since 2011, five models of Meitu smartphones since June 2013, and a mobile game in April
2016. Our total revenue grew from RMBS85.9 million for the year ended December 31, 2013 to RMB488.0
million for the year ended December 31, 2014 and RMB741.8 million for the year ended December 31, 2015 and
from RMB180.6 million for the six months ended June 30, 2015 to RMB585.5 million for the six months ended
June 30, 2016. Our revenue further increased to RMB628.1 million for the three months ended September 30,
2016. A significant majority of our revenue during the Track Record Period was derived from our smartphone
sales. Our relatively short operating history, particularly with respect to monetization, makes it difficult to assess
our future prospects or forecast our future results.

The risks and challenges we face include our ability to, among other things:

° enhance and maintain the value of our brand;

o develop and launch diversified and distinguishable products and features to effectively address the
needs of our users and business partners;

° grow our user base, enhance our user engagement and encourage users’ social interactions in a cost-
efficient manner;

o develop or implement additional strategic initiatives to further increase monetization;

o successfully expand into and gain meaningful market share in target overseas markets in a cost-
efficient manner;

o maintain and strengthen our competitive edge on our key technologies, including our facial
recognition technology, big data analytics and machine learning capabilities;

o maintain a reliable, secure, high-performance and scalable technology infrastructure that can
efficiently handle increased usage;

o develop and maintain relationships with our business partners, including our contract manufacturers,
suppliers and their authorized distributors, retailers and other service providers for our smartphones,
advertising customers (including both advertising agencies and advertisers), KOLs and potential e-
commerce partners;

° successfully compete with other companies, some of which have substantially greater resources and
market power than we do, that are currently in or may in the future enter our industries or offer
products similar to ours;
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° maintain our innovative company culture and continue to attract, retain and motivate talented
employees;
o generate reasonable returns on our investments or realize synergies by investing in potential strategic

targets; and

o defend ourselves against litigation, regulatory interference, claims concerning intellectual property or
privacy or other aspects of our business.

The industries in which we operate, including apps, smart hardware, online advertising, live streaming and
mobile games, and the industries in which we intend to enter, such as e-commerce, are all relatively new and
highly dynamic, and may not develop as expected. Our users and business partners may not fully understand the
value of our products and services, and potential new users and business partners may have difficulty
distinguishing our products and services from those of our competitors. If we fail to convince users and business
partners of the value of our products and services, the markets for our products and services do not continue to
develop as we expect or we fail to address the needs of these dynamic, evolving industries, our business may be
materially and adversely affected.

Smartphone sales account for a significant portion of our revenue, and any decrease in such sales or any
increase in the costs associated with such sales may materially and adversely affect our business.

The significant majority of our revenue over the Track Record Period were derived from smartphone sales.
For the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, our smart
hardware segment, which primarily comprises the sale of Meitu smartphones, contributed 59.7%, 87.8%, 89.9%
and 95.1% of our total revenue, respectively. Although we have substantially derived our revenue from
smartphone sales, we intend to diversify our revenue streams by expanding our online advertising, live streaming
and mobile game businesses, and explore other monetization opportunities such as e-commerce. However, if our
plan to expand our advertising services and our other monetization efforts do not succeed as we anticipate, we
may continue to heavily rely on smartphone sales for a significant portion of our revenue. A decrease in the sales
volume of our smartphones or their prices, changing user preferences or material quality issues concerning our
smartphones may materially and adversely affect our business and operating results. Furthermore, we are
exposed to increases in the prices of smartphone components and materials. While we may seek to reflect such
increases in the pricing of our smartphones, we may not be able to do so completely or in a timely fashion. Our
future growth and financial performance may depend in part on our ability to develop, produce and sell our
smartphones. If we fail to deliver product enhancements, new releases or new products that our users and
business partners consider useful and attractive, our business and results of operations would be harmed.

If we fail to grow or retain our user base, or if user engagement ceases to grow or declines, our business
and operating results may be materially and adversely affected.

The size of our user base and the level of user engagement are critical to our success. Our total MAUs
reached approximately 88 million, 184 million, 372 million, 446 million and 456 million in December 2013,
2014 and 2015, June and October 2016, respectively. We sold 27,917, 277,595, 387,775, 289,079 and 357,367
units of Meitu smartphones for the years ended December 31, 2013, 2014 and 2015, the six months ended
June 30, 2016 and the four months ended October 31, 2016, respectively. Our business has been and will
continue to significantly depend on our users and their level of engagement with our products and services. If
users no longer view our products and services as useful and attractive as compared to competing offerings, we
may not be able to increase or maintain our user base and the level of user engagement.

A number of factors could negatively affect user growth, retention and engagement, including:

o despite our continual research, monitoring and analysis of user needs, we may be unable to identify
and meet evolving user demands;

o we may not be able to timely develop and introduce new or updated products and services, or the new
or updated products and services we introduce may not be favorably received by users;
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. we may fail to update existing technology or develop new technology in time to stay ahead or abreast
of market advances;

o we may not be able to continue to successfully drive organic growth of users through word-of-mouth
referrals and in-app cross-promotion, which may cause the growth of our user base to slow down or
stall or require us to increase our promotion and advertising spending or devote more additional
resources to acquire users;

° influential users of our products and services, such as celebrities, KOLs and major organizations,
may move away from using our products;

o user experience with our products and services may become compromised and result in a loss of
existing users, a slowdown in new user growth or a decline in user engagement, as we continue to
explore various monetization opportunities, including online advertising, e-commerce, live streaming
and mobile games, among others, or as we continue to update our apps to connect our users, which
would require users to adapt to new app configurations;

° we may be unable to prevent or combat inappropriate use of our products in particular Meipai, which
may lead to negative public perception of us and damage our brand or reputation;

o we may encounter technical or other problems that prevent our products and services from operating
in a smooth and reliable manner or otherwise adversely affect user experience;

o our competitors may launch or develop products and services similar to ours with better user
experience, which may result in loss of existing users or decline in new user growth;

° we may fail to address user concerns related to privacy and communication, data safety, security or
other factors; and

o we may be compelled to modify our products and services to address requirements imposed by
legislation, regulations, government policies or requests from government authorities in manners that
may compromise user experience; for example, as a mobile Internet application information service
provider, we can only transmit content uploaded by individuals whose identity has been verified and
such content shall comply with the relevant content management rules.

If we are unable to grow or maintain our user base or enhance user engagement, our products and services
will become less attractive to our business partners, including KOLs and live streaming hosts on Meipai,
advertising customers, game developers and potential e-commerce partners, which would have a material and
adverse impact on our business, operating results and long-term monetization potential.

We are in the early stages of monetization and cannot guarantee that our current or future monetization
strategies will be successfully implemented or will generate sustainable revenue, profit or positive
operating cash flows.

Our various monetization strategies are new and evolving, and we have historically focused primarily on
developing and launching innovative products and features and improving user experience rather than short-term
operating results. To better meet our users’ demands for higher quality selfies, in 2013 we developed and
successfully launched our Meitu smartphones, which are proprietarily designed to appeal to female users and
with a special emphasis on taking selfies. Over the Track Record Period, our smart hardware segment, which
comprises primarily the sale of Meitu smartphones, contributed 59.7%, 87.8%, 89.9% and 95.1% of our revenue
for the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively.
We have historically focused on maintaining quality user experience and therefore limited monetization of our
users. While we generated revenue from our online advertising services, we took an opportunistic approach and
only dedicated limited resources to such business. As a result, our online advertising revenue experienced only
moderate growth or, from time to time, a decline for certain periods. For the years ended December 31, 2013,
2014 and 2015 and the six months ended June 30, 2015 and 2016, our online advertising revenue was RMB34.5
million, RMBS58.2 million, RMB72.6 million, RMB41.0 million and RMB25.9 million, respectively. Online
advertising accounted for approximately 40.2%, 11.9%, 9.8% and 4.4% of our revenue for the years ended
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December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. In April 2016, we
started to operate Beauty Box, a mobile game which we operate in cooperation with Forgame, a game developer
in China. In June 2016, we also started to generate revenue from sale of virtual items on Meipai.

As we continue to build an ecosystem to better serve our users, we plan to implement multiple
monetization strategies, some of which are still at the inception or trial stage and may not prove successful. If our
current or future monetization strategies do not succeed as we anticipate, we may not be able to maintain or
increase our revenue, generate profits or achieve positive operating cash flows. Furthermore, we may not be able
to identify suitable business partners for our new monetization initiatives. We plan to continue to introduce new
products and services to further diversify our revenue streams, including those with which we have little or no
prior development or operating experience. If these new products and services fail to engage users or business
partners, we may fail to generate sufficient revenue and profit to justify our investments, and our business and
operating results may suffer as a result.

We have incurred significant net losses and negative operating cash flows in the past, and we may not be
able to achieve profitability or generate positive operating cash flows.

We have incurred significant net losses, as we are still at an early stage of monetization and continue to
incur significant selling and marketing expenses and research and development expenses for our new products.
See “Business — Our Strategies — Increase monetization while creating value for our users” for a discussion of
our monetization strategies. As of June 30, 2016, we had an accumulated loss of RMB6.3 billion. If the impact of
the fair value loss of Preferred Shares was excluded, our adjusted accumulated loss would have been RMB1.2
billion. Our future revenue growth and profitability will depend on a variety of factors, many of which are
beyond our control. These factors include our ability to successfully continue to timely anticipate and adequately
address the evolving needs of our users and business partners, as well as our ability to attract new users, increase
user engagement, effectively design and implement monetization strategies, and compete effectively and
successfully. We also intend to closely monitor and adjust the extent of our selling and marketing efforts as
necessary and intend to grow our user base organically to the extent possible. During the Track Record Period, an
increase in bandwidth and server custody costs and associated expenses for Meipai significantly impacted the
gross margin for our Internet services and others segment, while Meipai only began to generate revenue in June
2016. We have also incurred significant selling and marketing expenses to promote our brand and products and
services in China and overseas. For the years ended December 31, 2013, 2014 and 2015 and the six months
ended June 30, 2016, we had selling and marketing expenses of RMBI16.2 million, RMB121.0 million,
RMB649.1 million and RMB196.8 million, respectively. Our ability to achieve and sustain profitability is also
affected by market and regulatory development related to smartphones, apps, online advertising, e-commerce,
live streaming and mobile games in China and overseas.

In addition, we had increasing negative operating cash flow over the Track Record Period, with outflows of
RMB27.6 million, RMB80.9 million and RMB675.3 million for the years ended December 31, 2013, 2014 and
2015, respectively, and outflows of RMB274.7 million and RMB277.2 million for the six months ended June 30,
2015 and 2016, respectively. The increase was primarily due to cash outflows from operating activities
associated with our expanded sales and marketing and research and development efforts for our various new
products and monetization strategies. While we plan to implement various monetization strategies and have the
flexibility to scale down our sales and marketing expenditures if necessary, we may not achieve profitability or
generate positive operating cash flows in the near future.

Our business significantly depends on the strength and market perception of our brand, and our brand
image may be adversely impacted by any negative publicity.

A well-recognized brand is critical to increasing our user base and, in turn, facilitating our efforts to
monetize and enhance our attractiveness to users and business partners. We mainly market our products under
the Meitu brand both in China and overseas. Our business and financial performance are highly dependent on the
strength and the market perception of our brand and products and services. We conduct marketing activities
across various media and regions to enhance our brand power and to guide public perception of our brand and
products and services. In order to create and maintain brand awareness and loyalty, to influence public perception
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and to retain existing and attract new users and business partners, we may need to continue to substantially
increase our promotion and advertising expenses. However, these activities may not be successful and we may
not be able to achieve the brand promotion effect we expect.

Additionally, given the importance of our brand to our success, any negative publicity involving us, our
users, our management, our brand ambassadors, business partners associated with our brand such as KOLs,
celebrities and public organizations, and services and brands that place advertisements with us, may materially
and adversely harm our brand and our business. We may not be able to defuse any negative publicity about us,
our management and/or our products to the satisfaction of our users and business partners. Negative publicity
about our brand may also require us to engage in defensive media campaigns and legal actions, which may
increase our sales and marketing and legal expenses and divert our management’s attention and may adversely
impact our business and results of operations.

We rely on KOLs and celebrities, including brand ambassadors, to promote our apps and Meitu
smartphones.

We have, to a significant extent, relied on word-of-mouth among our satisfied loyal users to help us
promote our products in China, including KOLs, celebrities, public organizations and ordinary users. In
particular, with regard to our video and live streaming community on Meipai, KOLs and celebrities engaged by
us play an important role in attracting users to and keeping users in the community. KOLs and celebrities
engaged by us create short-form videos and host live streaming shows on Meipai to tell stories, share
experiences, promote themselves and broadcast live events. KOLs and celebrities are often held to a high
standard of beauty and regularly present attractive and interesting media on their social networking accounts to
maintain engagement with their followers. We strategically engage celebrities to enhance our brand, products and
services. For example, we have engaged Angelababy (##H), a popular beauty icon and celebrity in China, as a
brand ambassador for our Meitu smartphones. If we are unable to attract or retain KOLs or continue to engage
celebrities that match our brand proposition, we may become less effective at promoting our brand, products and
services, which may materially and adversely affect our business, results of operations and growth prospects. See
“Business — Sales and Marketing” for more details about our cooperation with KOLs and celebrities, including a
description of the material terms of our agreements with celebrities.

User misconduct and misuse of our apps may adversely impact our brand image, and we may be held
liable for information or content displayed on, retrieved from or linked to our apps, which may materially
and adversely affect our business and operating results.

Our apps, in particular Meipai, may be misused by individuals or groups of individuals to engage in
inappropriate, fraudulent, politically-sensitive or illegal activities. We have implemented control procedures, and
have an internal team as well as external vendors that monitor content uploaded by Meipai users. See “Business
— Quality Control and Content Monitoring”. These procedures aim to detect and block illegal, fraudulent,
politically-sensitive or inappropriate content or activities conducted through the misuse of Meipai, particularly
those that violate applicable laws and regulations. However, they may not be able to block all such content
uploads or activities in real time due to the time lag between content upload and the inspection by our internal
team and external vendors. In addition, as we expand our live streaming services on Meipai, it may become more
difficult for our internal team and external vendors to timely detect and block illegal or inappropriate content or
activities. In October 2015, we were fined an immaterial amount for two songs blacklisted by the Chinese
government authorities and posted by our users on Meipai. We may again be found liable for illegal or
inappropriate content uploaded by our users in the future. Our brand image may be materially and adversely
affected by the misuse of our products and services and we may face governmental or regulatory actions. In
addition, regulations in relation to our live streaming services, such as the Administrative Regulations on Online
Live-streaming Services (CELERH BB PEAIED), may require us and Meipai users to obtain the
qualifications for Internet news information service if they provide Internet news information on Meipai in the
future. In response to allegations of illegal or inappropriate activities conducted through our apps or any negative
media coverage about us, PRC government authorities may intervene and hold us liable for non-compliance with
PRC laws and regulations concerning the dissemination of information on the Internet or violation of relevant
regulations on live streaming services and subject us to administrative penalties or other sanctions, such as
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requiring us to restrict or discontinue certain features and services provided on our apps. As a result, our business
may suffer and our user base and operating results may be materially and adversely affected. See “Regulations —
Regulations Relating to Internet Audio-visual Program Services” for further details regarding the regulations on
live streaming services.

We have experienced rapid growth in recent periods. If we fail to manage our growth effectively and
control our expenses, we may be unable to execute our business strategies, maintain high-quality services
or adequately address competitive challenges.

You should not consider our recent growth as indicative of our future performance. We have experienced
rapid growth in our business and operations and rapid expansion of our product portfolio in recent years, which
places significant demands on our management, operational and financial resources. For example, our total
MAUs grew from approximately 88 million in December 2013 to approximately 456 million in October 2016.
Our total number of employees grew from 218 as of December 31, 2013 to 1,001 as of June 30, 2016. Our total
revenue grew from RMBS85.9 million for the year ended December 31, 2013 to RMB741.8 million for the year
ended December 31, 2015, and from RMB180.6 million for the six months ended June 30, 2015 to RMB585.5
million for the six months ended June 30, 2016. We anticipate that we will continue to significantly expand our
operations, especially our overseas operations, and continue to diversify our products and services and
monetization efforts. However, given our limited operating history and the rapidly-evolving markets in which we
compete, we may encounter difficulties as we establish and expand our operations, product development, sales
and marketing, and general administrative capabilities.

We face significant competition for talented employees, and we may not be able to hire new talent quickly
enough or successfully integrate our new hires to meet our needs and support our operations, in particular
research and development and monetization efforts. In addition, we expect our expenses to continue to increase
in the future as we broaden our user base and increase user engagement in China and overseas, and develop and
launch new products and services. Continued growth could also strain our ability to continue to provide quality
products and services to our users, business partners and customers, develop and improve our operational,
financial, legal and management controls, and enhance our reporting systems and procedures. If we are unable to
generate adequate revenue and to manage our expenses, we may continue to incur significant losses in the future
and may not be able to maintain profitability. Our expenses may grow faster than our revenue, and our expenses
may be greater than we anticipate. Managing our growth will require significant expenditures and the allocation
of valuable management resources. If we fail to achieve the necessary level of efficiency in our organization as
we grow, our business, operating results and financial condition could be harmed.

If we fail to meet the challenges presented by our increasingly globalized operations, our business may be
materially and adversely affected.

Although revenue generated from our overseas markets remains insignificant (less than 1% of our total
revenue) as of the date of this prospectus, one of our key growth strategies is to expand our overseas operations
to further build a global user base and broaden our cooperation with overseas business partners, which requires
significant resources and management attention and will subject us to a number of risks. We assembled a
dedicated team for international expansion in June 2014, and we had eight overseas offices in seven countries
and regions, namely Brazil, Hong Kong, India, Indonesia, Japan, Singapore and the United States as of
October 31, 2016. As of October 31, 2016, our apps had more than one million total users from each of 26
overseas countries and regions. The risks we face in global expansion include:

o challenges in selecting suitable geographic regions for global expansion;

° challenges in effectively localizing and adapting our products and services and sales and marketing
strategies for specific countries and regions, including cultural differences and preferences;

° new and different sources of competition;

o challenges in identifying appropriate local representatives, employees and business partners in
different overseas markets and establishing and maintaining good working relationships with them;

. increased costs generally associated with doing business in foreign jurisdictions;
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o challenges in formulating and successfully implementing monetization strategies in different
overseas markets;

o compliance with applicable foreign laws and regulations in particular for countries and regions in
which we maintain offices (Brazil, Hong Kong, India, Indonesia, Japan, Singapore and the United
States), including but not limited to Internet content requirements, data privacy requirements, foreign
exchange controls, cash repatriation restrictions, labor laws and intellectual property protection rules;

° fluctuations in currency exchange rates; and
° exposure to different tax jurisdictions that may subject us to greater fluctuations in our effective tax
rates.

Our business may be materially and adversely affected by these and other risks associated with our
increasingly globalized operations.

We rely on a limited number of third-party suppliers and their authorized distributors for smartphone
components and materials, contract manufacturers for the manufacture of our smartphones, and logistics
and warehouse providers for the transportation and storage of smartphone components and products.

All of the components and materials used to produce our smartphones are sourced from third-party
suppliers and their authorized distributors, and some of these components and materials are provided by a single
or a limited number of suppliers and their authorized distributors. All of the components and materials we
procure are sold to us on a non-exclusive basis. In addition, we do not have internal manufacturing capabilities
and rely on two contract manufacturers, namely Foxconn and another contract manufacturer that we started to
engage in early 2016, to manufacture our smartphones. As of the date of this prospectus, Foxconn indirectly
owns approximately 1.81% of our total issued and outstanding ordinary shares (assuming each Preferred Share is
converted into one ordinary share of US$0.0001 par value immediately prior to the Global Offering and
assuming the options granted under the ESOP are not exercised). If we lose access to or experience a significant
disruption in the supply of components and materials from our suppliers or their authorized distributors, or if we
fail to maintain our relationships with our contract manufacturers, we may be unable to timely procure adequate
substitutes at an acceptable price, or at all. As a result of the foregoing, our smart hardware business could be
materially and adversely affected. Furthermore, we generally have internal requirements forecasts for smartphone
components and materials, based on which we make orders with our suppliers and their authorized distributors as
well as our contract manufacturers. If the forecasts turn out to have underestimated our actual needs, we may
suffer from a shortage of supply of the components and materials, which may severely impact our inventory
levels and capability to meet market demands for our smartphones. In addition, if we experience a significant
increase in demand for our smartphone products, our suppliers and their authorized distributors as well as our
contract manufacturers might not have the capacity or elect to meet our needs as they allocate components,
materials or manufacturing capacities to other customers and force us to seek new suppliers, suppliers’
authorized distributors or manufacturers. In addition, we engage a limited number of logistics and warehouse
providers to transport and store our smartphone components, materials and finished products. Identifying a
suitable supplier or its authorized distributor, a contract manufacturer or a logistics and warehouse provider is an
involved process that requires us to become satisfied with such third parties’ quality control, responsiveness,
after-sale service, financial stability and labor and ethical practices, and if we seek to source components and
materials from new suppliers or authorized distributors or services from new manufacturers or logistics and
warehouse providers, we may not be able to do so in a manner that does not disrupt the manufacture and sale of
our products.

Our reliance on suppliers and their authorized distributors, contract manufacturers and logistics and
warehouse providers involves a number of additional risks, including risks related to:

° capacity constraints of our suppliers, contract manufacturers and logistics and warehouse providers;

° failure on our part to maintain good working relationships with suppliers and their authorized
distributors, or failure of their authorized distributors to maintain good working relationships with
suppliers;

° material price or service fee increases;
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° component and product quality;
o timely production and delivery;
o failure of a key supplier or its authorized distributors to remain in business and adjust to market

conditions; and

o disruptions in manufacturing operations due to equipment breakdowns, labor strikes or shortages,
component or material shortages, cost increases, natural disasters, fire, acts of terrorism or other
events beyond our control.

In addition, we do not control our suppliers, their authorized distributors, contract manufacturers or
logistics and warehouse providers, including their labor, environmental or other practices, or require them to
comply with a formal code of conduct. Although we conduct periodic audits of such third parties’ qualifications
and their compliance with applicable license/approval requirements, laws and regulations and good industry
practices, these audits may not be frequent or thorough enough to detect non-compliance. A violation of labor,
environmental or other laws by such third parties, or any failure on their part to follow ethical business practices,
could lead to negative publicity and harm our reputation. In addition, we may choose to use alternative suppliers
and their authorized distributors, manufacturers or logistics and warehouse providers if these violations or
failures were to occur. Identifying and qualifying new suppliers and their authorized distributors, manufacturers
and logistics and warehouse providers can be time-consuming and we may not be able to substitute suitable
alternatives in a timely manner or at an acceptable cost.

We derive a significant portion of our revenue from a limited number of customers.

Our top five customers, which include distributors and retailers for Meitu smartphones and our advertising
customers, accounted for approximately 26.8%, 74.2%, 78.0% and 68.8% of our revenue for each of the years
ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively. For each of the
years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, our largest customer
accounted for approximately 11.5%, 65.3%, 45.1% and 50.5% of our revenue, respectively. Our largest customer
for the year ended December 31, 2013 was an advertising customer, while our largest customer for each of the
years ended December 31, 2014 and 2015 and the six months ended June 30, 2016 was a smartphone distributor
or retailer. The loss of a small number of our large customers, or the reduction in business with one or more of
these customers, could have a significant adverse impact on our operating results.

We rely on a limited number of distributors and after-sale service providers for the sale and services of
our smartphones. Any failure to renew agreements with these parties or any breach of such agreements by
them may materially and adversely affect our business and operating results.

As of June 30, 2016, we had seven distributors for smartphone sales in China, Hong Kong, Macau and
Taiwan. For the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, our top
distributor contributed approximately nil, 4.0%, 50.7% and 53.7% of our smartphone revenue, respectively. We
rely on distributors to assist us in exploring and penetrating new markets for our smartphones. In addition, we
rely on third-party service providers to provide after-sale services. We may not be able to maintain our
relationships with these distributors and service providers or be successful in attracting new quality distributors
or service providers to maintain or expand our smartphone business. For example, if we increase smartphone
sales through our direct sales channel in the future, we would be competing with our distributors, which may
adversely affect our relationship with them.

We generally enter into agreements with our distributors with terms of six months to one year. Our
agreements with after-sale service providers generally have terms of one to two years. We may not be able to
renew these agreements at all or on terms that are favorable to us, and distributors or after-sale service providers
may not fulfill their commitments as set out in the respective agreements in time, or at all. If the relevant
agreements cannot be renewed or if our distributors or after-sale service providers breach any of the terms
thereunder, our smartphones business and our operating results may be materially and adversely affected. In
addition, our after-sale service providers may not deliver after-sales services according to the standards we
prescribe in the agreements, in which case our reputation may be damaged.
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Efforts to implement a unified user account system and add more media and social features into our apps
to further connect our users may not ultimately succeed, and could reduce the attractiveness of our
products and adversely affect our business and results of operations.

We are in the process of integrating our 280 million registered user accounts across multiple apps into a
unified account system. We expect the number of registered accounts after completion of integration will be
below 280 million as we will deactivate user accounts that have not been active on our platform, and users may
choose not to migrate to the new user account system. In addition, to enhance user experience and engagement,
we have begun integrating media and social features into our apps.

We aim to continue to grow our user base and increase user engagement by building user communities,
which may lead us to additional monetization opportunities. However, we may not succeed in this strategy. The
strategy may divert the attention and resources of our management and research and development personnel
away from the development of other new products or upgrades of existing products which would otherwise drive
revenue growth. In addition, we may face unanticipated costs and time investments in the process if we
experience any unforeseen and untested technological or regulatory issues. If we fail in these efforts, or fail to
realize the anticipated benefits of and recoup our investments in such efforts, our business and results of
operations may be materially and adversely affected.

The markets in which we operate are highly competitive. If we are unable to compete effectively for users,
user engagement, business partners and customers, our business and operating results may be materially
and adversely affected.

Although we believe that no other companies compete directly with us as the builder of an ecosystem
centered around beauty, we face significant competition in each separate business and in overseas markets.
See “Business — Competition”. Our competitors may have substantially more financial, technical and other
resources, longer operating histories in businesses such as smartphones, apps, online advertising, e-
commerce, live streaming and mobile games, as well as broader product offerings and larger market share.
We may be unable to compete successfully against these competitors or new market entrants, which may
adversely affect our business and financial performance.

We believe that our ability to compete effectively against other market participants depends upon many
factors, some of which are beyond our control, including:

o the popularity, usefulness, ease-of-use, performance and reliability of our products and services
compared to those of our competitors, which are highly dependent on our product development and
technological capabilities and our insights into user behavior and preferences as compared to our
competitors;

o our ability to increase the revenue and profit margin of our smartphones in a market that tends to be
dominated by large brands;

o our ability to compete with our competitors for users, user engagement, business partners and
customers;

o our ability to identify and capture new market opportunities in advance of our competitors;

o our reputation and brand strength relative to our competitors;

o as we continue to build a platform of products and services with new functions and features, we may

become competitors with certain business partners, who may react by limiting our product and
services reach to their users or otherwise cease or reduce cooperation with us;

o regulations or government policies in the markets where we operate;

o acquisitions or consolidation within industries, which may result in more formidable competitors;
° our ability to attract, retain, and motivate talented employees; and

o our ability to manage and grow our operations cost-effectively.
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If we fail to keep up with technological developments and evolving user demands and expectations, our
business and operating results may be materially and adversely affected.

We operate in a market characterized by rapidly-developing technologies, evolving industry standards,
frequent new product and service launches and updates, and changing user demands and expectations. The
continuing popularity of our products and services and our ability to further monetize depend in significant part
on our ability to adapt to these rapidly-changing technologies and industry standards as well as our ability to
continually innovate in response to evolving user demands and expectations and intense market competition. For
example, one of our most popular products, Meitu, which was launched as a PC version in 2008 and as an app in
2011, had gone through over 130 versions for Android and iOS as of October 31, 2016. Any failure on our part to
act effectively in any of these areas may materially and adversely affect our business and operating results. For
example, we have also stopped developing, maintaining and updating certain apps because they did not
sufficiently resonate with users.

Moreover, enhancing legacy technologies and incorporating new technologies into our products involve
numerous technical challenges, substantial capital and personnel resources and significant time, and we may not
be able to handle these challenges effectively due to numerous factors, some of which are beyond our control.
For instance, our ability to predict user demands and expectations is linked to the size of our user base and the
level of user engagement, as the more samples of user behavior we collect, the more accurate our apps can be in
making the correct editing suggestions and other recommendations to users. If we fail to retain or expand our
user base or maintain user engagement levels, the amount of data available to us for analysis would be affected,
and our ability to predict user preferences may be adversely impacted. Thus, all of the factors that affect the size
and level of engagement of our user base also affect our ability to keep up with technology and user expectations.
See “— If we fail to grow or retain our user base, or if user engagement ceases to grow or declines, our business
and operating results may be materially and adversely affected”.

Although we have been and will continue to devote significant resources to the enhancement and
development of technologies, products and services, we may not be able to effectively develop or integrate new
technologies on a timely basis or at all, which may decrease user satisfaction. In addition, new technologies may
not succeed or integrate well with our products and services, and even if integrated, may not function as expected
or may be unable to attract and retain a substantial number of users. Our failure to keep pace with rapid
technological changes may impact our ability to retain or attract users or generate revenue, and have a material
and adverse effect on our business and operating results.

Privacy concerns relating to the use of user information by us or third parties, or any actual or perceived
failure by us or third parties to comply with applicable data protection laws and regulations or privacy
policies, could negatively impact our user base or user engagement, or subject us to governmental
regulation and other legal obligations, which could have a material and adverse effect on our business and
operating results.

We generally do not collect user personal data except for age, gender, mobile phone numbers and location
of Meipai users or during major social or promotional activities with participating users’ consents. We, however,
collect certain user personal data in order to comply with China’s Administrative Provisions on Mobile Internet
Applications Information Services. See “Regulations — Regulations on mobile Internet applications information
services”. Part of Meipai’s user-generated-content is stored on servers maintained by third parties which have
access to such user data. In addition, certain of our business partners may also have access to users’ or game
players’ data, including Forgame, the joint developer and main operator of our mobile game, and potential
e-commerce partners. Concerns about the collection, use, disclosure or security of personal information or other
privacy-related matters on the part of us or such third parties, even if unfounded, could damage our reputation,
cause us to lose users and business partners and subject us to regulatory investigations, all of which may
materially and adversely affect our business and operating results. We strive to comply with, and cause business
partners to comply with, applicable data protection laws and regulations, our own privacy policies pursuant to
our terms of use and other obligations we may have with respect to privacy and data protection. However, we use
standard terms-of-use language across different regions that may not necessarily be adapted to reflect different
local laws, and any failure or perceived failure by us or any business partners to comply with local laws,
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regulations or policies may result in inquiries and other proceedings or actions against us by government
agencies or others, as well as negative publicity and damage to our reputation and brand image, each of which
could cause us to lose users and business partners and have an adverse effect on our business and operating
results.

Any system failure or security breach that results in the release of, or unauthorized access to, personal data,
or any failure or perceived failure by us or any business partners to comply with applicable privacy and data
protection laws, regulations and policies, could result in proceedings against us by governmental entities or
others. Such proceedings could result in the imposition of sanctions, fines, penalties, liabilities, and/or
governmental orders requiring us to change our data collection, transfer and storage practices, any of which could
have a material adverse effect on our business, operating results, and financial condition.

In addition, the interpretation of privacy and data protection laws and their application to the mobile
Internet industry is unclear and in a state of flux. There is a risk that these laws may be interpreted and applied in
conflicting manners from country to country, or region to region, and in a manner that is not consistent with our
current data protection practices. As our operations become increasingly globalized, complying with these
varying international requirements could cause us to incur additional costs and change our business practices.

We depend on our key personnel, and our business and growth prospects may be severely disrupted if we
lose their services or are unable to attract new employees to replace these key personnel.

We depend on the continued contributions of our senior management and other key employees. In
particular, we rely on the expertise, experience and leadership ability of our core senior management members,
particularly Mr. Cai, our founder and the Chairman of our board of directors, and Mr. Wu, our founder and Chief
Executive Officer. Mr. Cai and Mr. Wu have been critical to the strategic direction and overall management of
our company.

If one or more of our key personnel are unable or unwilling to continue in their present positions within our
Company, we may not be able to replace them easily or at all, which may cause a significant disruption to our
business operations, strategic plan and strategy implementation, and materially and adversely affect our financial
condition and results of operations. We may also have to incur additional and potentially significant expenses to
recruit and train new personnel. In addition, if any of our executive officers or key employees joins a competitor
or forms a competing company, we may lose knowhow, trade secrets, business partners and key professionals
and staff. Furthermore, since the demand and competition for talent is intense in our industry, we may need to
offer higher compensation and other benefits in order to attract and retain key personnel in the future, which
could increase our compensation expenses. Although we also recruit technology talent from leading universities
and competing companies, we may not be able to recruit sufficient technology talent to support the growth of our
business.

Our business and operating results may be harmed by service disruptions, or by our failure to timely and
effectively scale and adapt our existing technology and infrastructure.

We may experience service disruptions, outages and other large-scale performance problems due to a
variety of factors, including infrastructure changes, human or software errors, hardware failure, capacity
constraints due to an overwhelming number of users accessing our apps and services simultaneously, computer
viruses and denial of service, fraud and security attacks, whether such disruptions, outages or other problems are
caused by ourselves or by third-party service providers. During the Track Record Period, we have experienced
temporary immaterial service disruptions to Meipai, and we have responded and resolved these issues shortly
after we received the relevant reports. However, although we have not suffered from material disruptions,
outages and other large-scale performance problems in the past, we may encounter these issues in the future,
especially given the recent expansion of our operations. As the number of our users increases and our users
generate more content, in particular as a result of our expansion of the live streaming services on Meipai, we may
be required to expand and adapt our technology and infrastructure to continue to reliably store, process and
analyze this content. It may become increasingly difficult and costly to maintain and improve the performance of
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our apps and services, especially during peak usage times, as our user traffic increases. If our users are unable to
access our apps in a timely fashion, or at all, our user experience may be compromised and the users may seek
other apps to meet their needs, and may not use our apps as often in the future, or at all. This would negatively
impact our ability to retain and attract users and maintain the level of user engagement, and may in turn result in
negative perception of our products and services by our business partners.

In addition, any disruption or failure in our infrastructure, whether caused by us or third-party service
providers, could affect our ability to retain existing users or cause us to lose the data and content stored in our
system, which would have a material and adverse impact on our business and our ability to retain or attract users
and business partners.

We may not be able to adequately protect our intellectual property, which could cause us to be less
competitive and third-party infringements of our intellectual property rights may adversely affect our
business.

We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions on
disclosure to protect our intellectual property rights. Despite our efforts to protect our proprietary rights, third
parties may attempt to copy or otherwise obtain or use our intellectual property, including seeking court
declarations that they do not infringe upon our intellectual property rights. Monitoring unauthorized use of our
intellectual property is difficult and costly, and the steps we have taken may not fully prevent misappropriation of
our intellectual property. From time to time, we may have to resort to litigation to enforce our intellectual
property rights, which could result in substantial costs and diversion of our resources, and thus may adversely
affect our business.

We may be subject to intellectual property infringement claims or other allegations by third parties, which
may materially and adversely affect our business, operating results and prospects.

We have been subject to immaterial intellectual property infringement claims and allegations in the past,
and may in the future be subject to intellectual property claims or other allegations by third parties for the
products and services we provide. Companies in the Internet, technology, smartphone and media industries are
frequently involved in litigation related to allegations of infringement of intellectual property rights, unfair
competition, invasion of privacy, defamation and other violations of other parties’ rights. The validity,
enforceability and scope of protection of intellectual property rights in Internet-related industries, particularly in
China, are still evolving. We may face allegations that we have infringed the trademarks, copyrights, patents and
other intellectual property rights of third parties, including our competitors, or allegations that we are involved in
unfair trade practices. As we face increasing competition and as litigation becomes a more common method for
resolving commercial disputes in China, we face a higher risk of being the subject of intellectual property
infringement claims.

Defending against intellectual property claims is costly and can impose a significant burden on our
management and resources, and favorable final outcomes may not be obtained in all cases. Such claims, even if
they do not result in liability, may harm our reputation. Any resulting liability or expenses, or changes required to
our products and services to reduce the risk of future liability, may have a material adverse effect on our
business, operating results and prospects.

We rely in significant part upon effective interoperation with mobile operating systems, networks, mobile
devices and standards that we do not control.

We make our apps available across a variety of mobile operating systems and devices both in China and
overseas. We are dependent on the interoperability of our apps with popular mobile devices and mobile operating
systems that we do not control, such as Android and iOS. Any changes in such mobile operating systems or
devices that decrease the functionality of our apps or give preferential treatment to competing products may
materially and adversely affect usage of our products. Further, if the number of platforms for which we develop
our apps increases, which is typically seen in the dynamic and fragmented mobile Internet market both in China
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and overseas, it will result in an increase in our costs and expenses. In order to deliver high-quality products and
services, it is important that our products and services work well across a range of mobile operating systems,
networks, mobile devices and standards that we do not control. Although we have developed relationships with
key participants in the mobile industry and such key participants develop products that operate effectively with
these operating systems, networks, devices and standards, there is no guarantee that we can continue to maintain
such relationships or develop new relationships with other key participants. If it becomes difficult for our users to
access and use our products and services, particularly on their mobile devices, our user growth and user
engagement could be harmed, and our business and operating results may be materially and adversely affected.

Future strategic investments or mergers and acquisitions may have a material and adverse effect on our
business and operating results.

We have in the past and may in the future invest in various businesses. Over the Track Record Period, we
made minority investments of an aggregate of approximately RMB324 million in different companies in China
and overseas that we believe have technologies or businesses that complement and benefit our business. None of
these individual investments are regarded as material. Such investments could subject us to a number of risks,
including risks associated with sharing proprietary information, non-performance by the counterparty and an
increase in expenses incurred in establishing new strategic alliances, any of which may materially and adversely
affect our business and operating results. Underperformance of companies we invest in may result in impairment
of the investments, thus impacting our financial results. We may have little ability to control or monitor the
actions of investee companies and to the extent such investees suffer negative publicity or harm to their
reputation from events relating to their business, we may also suffer negative publicity or harm to our reputation
by virtue of our association with such third parties.

We may invest in or acquire businesses that: (i) possess cutting-edge technologies such as machine
learning, computer vision, virtual reality, augmented reality and other technologies related to our business;
(i1) have proven monetization models in Internet services, including but not limited to advertising, e-commerce
and IVAS, that synergize with our plans to continue monetizing our user base; (iii) operate apps or social
communities with meaningful user bases; and (iv) own quality entertainment intellectual property or produce
quality video content, such as production houses, that can enrich our content and entertainment offerings. Any
future investments, mergers and acquisitions and the subsequent integration of new assets and businesses into our
own would require significant attention from our management and could result in a diversion of resources from
our existing business, which in turn could have an adverse effect on our business operations. The assets or
businesses we invest in, merge with or acquire may not generate results we expect. In addition, acquisitions,
mergers and investments could result in the use of substantial amounts of cash, potentially dilutive issuances of
equity securities, the incurrence of debt, the incurrence of significant goodwill impairment charges, amortization
expenses for other intangible assets and exposure to potential unknown liabilities of the acquired business. When
we make investments or acquisitions, or enter into mergers we may not be able to fully and timely comply with
applicable laws and regulations due to factors beyond our control, including but not limited to changes in
governing authorities, changes in government policies, and the time required for governmental filings and
procedures pertinent to such transactions. We have encountered several instances of immaterial non-compliance
in connection with acquired companies, and we have taken immediate steps to rectify such non-compliance.
Moreover, the costs of identifying and consummating investments, mergers and acquisitions may be significant.
In addition to possible shareholders’ approval, we may also have to obtain approvals and licenses from the
government authorities in China or overseas for future investments, mergers and acquisitions and comply with
applicable PRC or overseas laws and regulations, which could result in increased costs and delays.

Differences in the assumptions and estimates adopted by the two industry consultants that we
commissioned to prepare reports, and limitations on certain data available to them may impact the
comparability of certain industry data.

In connection with the Global Offering, we commissioned iResearch and Frost & Sullivan to conduct
market research concerning certain Internet-related industries and China’s smartphone industry. We
commissioned iResearch to conduct market research concerning Internet-related industries in China, including
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the photo app, short-form video platform, e-commerce and live streaming markets, because we believe that
iResearch has specialized research capabilities and experience in tracking user data for Internet-related industries
in China. We commissioned Frost & Sullivan to conduct market research concerning China’s smartphone market
and the global mobile Internet and online advertising markets, because we believe that Frost & Sullivan has
specialized research capabilities and experience for the smartphone market and comparisons between China and
international markets. In deriving the market size of the aforementioned industries, iResearch and Frost &
Sullivan may have adopted different assumptions and estimates, such as the number of mobile Internet users.

In addition, we track Meipai’s MAUs as the sum of (i) the number of devices that access the Meipai app
(“Meipai in-app user”) and (ii) the number of cookies (a commonly used tracking code) recorded by mobile
browsers or third-party apps that access Meipai’s content, at least once during the calendar month in question.
We believe that presenting Meipai’s MAUSs to reflect Meipai’s reach beyond its in-app users is necessary and
appropriate, as both Meipai viewers within Meipai app and outside of Meipai app consume Meipai’s content
and are exposed to Meipai’s influence, which forms the basis for Meipai’s potential monetization opportunities.
However, iResearch, our industry consultant that conducted market research for the short-form video platform
market in connection with the Global Offering, did not have access to data with respect to our competitors on
the number of cookies recorded by mobile browsers or other apps through which content of short-form video
platforms is accessed. Therefore, iResearch defines market size for the short-form video platform industry as the
number of devices that have accessed the short-form video platforms’ content through (i) the short-form video
platforms’ own app, (ii) mobile browsers or (iii) other apps, at least once during the calendar month, instead of
adopting the MAU definition that we used for Meipai. As a result, Meipai’s MAUs may not be directly
comparable to the size in terms of unique devices of the short-form video platform market. You should therefore
not place undue reliance on such comparisons.

We rely on assumptions and estimates to calculate certain key operating metrics, and real or perceived
inaccuracies in such metrics may harm our reputation and negatively affect our business.

The numbers of MAUs of our apps, except the number of cookies recorded by mobile browsers or third-
party apps that access Meipai’s content, are tracked through the data services provided by third-party data
tracking companies. While we have conducted sample testing to validate the methodology of the third-party data
collection, we have not independently verified such data. Certain other key operating metrics, such as the number
of photos generated, are calculated using our internal data that have not been independently verified by third
parties. While these numbers are based on what we believe to be reasonable calculations for the applicable
periods of measurement, there are inherent challenges in measuring usage and user engagement across our large
user base. In addition, our key operating metrics are derived and calculated based on different assumptions and
estimates, and you should be cautious of such assumptions and estimates when assessing our operating
performance. For example, MAUs for a specific app (other than Meipai) refer to the number of devices that
activate the app during the calendar month in question, while total MAUs refers to the sum of the MAUs of all of
our apps. Furthermore, the definition of MAUs for Meipai is different from that for our other apps, and refers to
the sum of the number of devices that access the Meipai app and the number of cookies recorded by mobile
browsers and third-party apps that access Meipai’s content at least once during the calendar month in question.
We are generally able to identify a device that accesses Meipai both through the Meipai app and mobile browsers
or third-party apps during a given period, and such device is recorded as one MAU. However, in certain
circumstances, we may not be able to identify such overlap, and in such cases those devices would be recorded as
two MAUSs, which might overstate our MAUs for Meipai. For details, see the section headed “Glossary of
Technical Terms”.

Our measures of user growth and user engagement may differ from estimates published by third parties or
from similarly titled metrics used by our competitors due to differences in data resources and methodology.
Although we are in the process of developing our own internal tracking system, such system may not function
correctly. If our business partners do not perceive our user metrics to be accurate representations of our user base
or user engagement, or if we discover material inaccuracies in our user metrics, our reputation may be harmed
and our business partners may be less willing to allocate their resources or spending to us, which could
negatively affect our business and operating results.
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Confidentiality agreements with employees and others may not adequately prevent disclosure of trade
secrets and other proprietary information.

We have devoted substantial resources to the development of our technology and knowhow, and treat them
as trade secrets. In order to protect our technology and knowhow, we rely significantly on confidentiality
provisions in the agreements with our employees and third parties. These agreements may not effectively prevent
disclosure of confidential information and may not provide an adequate remedy in the event of unauthorized
disclosure of confidential information. In addition, others may independently discover trade secrets and
proprietary information, limiting our ability to assert any trade secret rights against such parties. Costly and time-
consuming litigation could be necessary to enforce and determine the scope of our proprietary rights, and failure
to obtain or maintain trade secret protection could adversely affect our competitive position.

Our business is sensitive to general economic conditions. A severe or prolonged downturn in the Chinese
or global economy, including the economy in our overseas markets could materially and adversely affect
our business and financial condition.

Our business operations in China and the overseas markets where we operate are sensitive to global
economic conditions. Since we derive, and expect to continue to derive, a significant portion of our revenue from
China in the near future, our business and prospects may be affected by economic conditions in China. In
addition, as we continue to expand our overseas operations in various countries and regions, we expect to also be
affected by economic conditions in these countries and regions. Economic conditions are subject to events and
factors beyond our control. Our user- and consumer-facing products such as smartphones are discretionary
spending items for users and consumers, and as such they are affected by factors such as levels of disposable
income, perceived future earnings and willingness to spend. For advertising customers, spending with us is
affected by factors such as general market conditions, macroeconomic conditions and conditions in such
advertisers’ own industries. For example, the result of the June 2016 referendum by British voters to exit the
European Union has and is expected to continue to cause volatility and uncertainty in the global markets, which
may lead to, among other things, negative impact on the willingness of consumers and advertising customers to
spend, which may adversely affect our results of operations. In addition, any renewed financial turmoil affecting
the financial markets, banking systems or currency exchange rates may significantly restrict our ability to obtain
financing in the capital markets or from financial institutions on commercially reasonable terms, or at all, which
could also materially and adversely affect our business, results of operations and prospects.

We may be subject to product liability or warranty claims that could result in significant direct or indirect
costs, or we could experience greater returns than expected, which could harm our business and operating
results.

We generally provide a one-year warranty on the smartphones that we sell, which allows consumers to
have their purchases replaced, repaired or returned primarily depending on the time lapsed and the type of defects
involved. The occurrence of any material defects in our products could make us liable for damages and warranty
claims. For the years ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016,
warranty expenses were immaterial, representing less than 1% of our total cost of sales and operating expenses
for each period. In addition, we could incur significant costs to correct any defects, warranty claims or other
problems, including costs related to product recalls. Any negative publicity related to the perceived quality and
safety of our products could affect our brand image, decrease retailer, distributor and consumer demand, and
adversely affect our operating results and financial condition. Also, while our warranty is limited to repairs,
returns and replacements, warranty claims may result in litigation, the occurrence of which could adversely affect
our business and operating results.

We have granted share options under our ESOP, and may grant additional share options or other share-
based awards under the ESOP, the Share Award Scheme and the Share Option Scheme, which may result
in increased share-based compensation expenses and dilution to the shareholding of existing shareholders.

We have adopted our ESOP for the purpose of granting share-based compensation awards to employees,
directors and consultants to incentivize their performance and align their interests with ours. As of June 30, 2016,
options to purchase 10,805,824 ordinary shares of our Company remained outstanding. We have incurred share-
based compensation expenses of nil, RMBS8.5 million, RMB24.4 million and RMB19.9 million for the years
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ended December 31, 2013, 2014 and 2015 and the six months ended June 30, 2016, respectively, and we may
grant additional share-based awards under the ESOP. In addition, we conditionally adopted the Share Award
Scheme and the Share Option Scheme on November 25, 2016, under which we may grant additional share-based
awards, including options. Any additional grant of share-based awards, including options, by us will further
increase our share-based compensation expenses, and dilute existing shareholders’ shareholding.

We carry on business in Hong Kong under a Chinese name that is different from our Chinese name as
registered in the Cayman Islands, which we use for our business in China, and as a result we may not be
able to benefit from our well-known brand name in Hong Kong as in China. The use of our Chinese name
as registered in the Cayman Islands in this prospectus and the use of it in the course of trade or business in
Hong Kong may be challenged.

We were registered with the Registrar of Companies in Hong Kong as a non-Hong Kong company under
Part 16 of the Companies Ordinance on September 26, 2016 under “F&/2 7] (E[E A7) and our name “Meitu,
Inc.”. On October 5, 2016, we were served a notice under section 780 of the Companies Ordinance in respect of
our Chinese name registered under Part 16 of the Companies Ordinance, which was, in the view of the Registrar
of Companies, “the same as” that of F[E A /2% (Import Export Metro Limited), a name that already existed in
the index of company names kept by the Registrar of Companies. So far as we are aware, 3 [EA R 5 (Import
Export Metro Limited) was incorporated in Hong Kong on February 5, 1991. We have obtained approval from,
and have registered with, the Registrar of Companies for adopting “Z[E < % as our approved Chinese name for
carrying on business in Hong Kong. As a result, we carry on business in Hong Kong under a name that is
different from our Chinese name as registered in the Cayman Islands, which we use for our business in China,
and we may not be able to benefit from our well-known brand name in Hong Kong as in China.

Our business is subject to fluctuations, which may materially and adversely affect our business and
operating results.

Our business is subject to seasonality and other fluctuations. As a result, our results of operations may
fluctuate from period to period. Our interim financial performance may not be meaningful due to the seasonality
of our sales and period-to-period comparisons of our operating results may not be indicative of the overall trends
in our business. The results of our smart hardware segment are subject to the fluctuations that may be caused by
product launches. We typically experience an increase in smartphone sales when we launch new smartphone
products. Advertising spending in China has historically been prone to fluctuation, reflecting overall economic
conditions as well as budgeting and buying patterns, generally peaking during the fourth quarter of each year. In
addition, we recently introduced live streaming on Meipai and expect to be subject to any seasonality or other
factors causing fluctuations in the live streaming and the broader online entertainment market in China. Thus, our
results of operations for one or more future interim periods or years may fluctuate and such fluctuations could be
significant.

We have not purchased any insurance to cover our main assets, properties and business and our limited
insurance coverage could expose us to significant costs and business disruption.

Insurance companies in China generally do not offer as extensive an array of insurance products as
insurance companies do in countries with more developed economies. To the best of our Directors’ knowledge,
no insurance products that have been specifically designed for protecting the risks related to the Contractual
Arrangements have been made available on the market. In line with general industry practice in China, we have
not purchased any insurance to cover our main assets, properties and business. Further, we do not maintain
business interruption insurance or key-man life insurance. Any disruption in our network infrastructure or
business operations, litigation or natural disasters may result in our incurring substantial costs and the diversion
of our resources, and we have no insurance to cover such losses. As a result, our business, financial condition and
results of operations could be materially and adversely affected.

We had accumulated losses during the Track Record Period.

As of December 31, 2013, 2014, 2015 and June 30, 2016, we had accumulated losses of RMB®80.3 million,
RMB1.9 billion, RMB4.1 billion and RMB6.3 billion, respectively. This was primarily due to the accumulated
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fair value loss of the Preferred Shares of RMB23.5 million, RMB1.7 billion, RMB1.5 billion and RMB1.9
billion, as of December 31, 2013, 2014, 2015 and June 30, 2016, respectively. Assuming the Global Offering will
be completed according to the timetable as set out in this prospectus with the indicative Offer Price ranging from
HK$8.50 to HK$9.60, the estimated total fair value loss to be recorded in relation to the Preferred Shares in the
year ending December 31, 2016 will be between RMB6.0 billion and RMB7.6 billion. Pursuant to the conversion
terms set forth in the Existing Articles, all the Preferred Shares will be automatically converted into ordinary
shares immediately prior to the completion of the Global Offering. As a result, the liabilities of the Preferred
Shares will be derecognized and accounted as an increase in share capital and capital reserve immediately prior
to the completion of the Global Offering. Please refer to Note 27 to the Accountant’s Report in Appendix I to this
prospectus for further information regarding the Preferred Shares. However, we cannot assure you that we will
not have accumulated losses in the future resulting from similar transactions or otherwise, which will limit our
ability to distribute dividends.

Risks Relating to Our Contractual Arrangements

If the PRC government finds that the agreements that establish the structure for operating our business do
not comply with PRC laws and regulations, or if these regulations or their interpretations change in the
future, we could be subject to severe penalties or be forced to relinquish our interests in those operations.

Current PRC laws and regulations impose certain restrictions or prohibitions on foreign ownership of
companies that engage in value-added telecommunications services, Internet cultural services and other related
businesses, including the provision of Internet audio-visual program services and mobile game operations. In
particular, under the Guidance Catalog of Industries for Foreign Investment, the operation of our apps, other than
Meipai, and website falls into the value-added telecommunications services business and is considered
“restricted” and the operation of mobile games and provision of audio-visual program services to the public
through our Meipai app fall into the Internet cultural services business and are considered “prohibited”. We are a
company incorporated in the Cayman Islands. To comply with PRC laws and regulations, we conduct our
Internet-related business in China through Meitu Networks, our consolidated affiliated entity, and its subsidiaries,
based on a series of contractual arrangements by and among Meitu Home, our wholly-owned PRC subsidiary,
Meitu Networks and its shareholders. As a result of these contractual arrangements, we exert control over Meitu
Networks and its subsidiaries and consolidate or combine their operating results into our financial statements.
Meitu Networks and its subsidiaries hold the licenses, approvals and key assets that are essential for the
operations of our Internet-related businesses.

In the opinion of our PRC Legal Advisor, Jingtian & Gongcheng, (i) the ownership structures of our
Company, Meitu Home and Meitu Networks are in compliance with existing PRC laws and regulations,
(ii) subject to the risks as disclosed in “— Risks Relating to Our Contractual Arrangements” and the section
headed “Contractual Arrangements”, the contractual arrangements between Meitu Home, on the one hand, and
Meitu Networks, and/or its shareholders, on the other hand, are valid, binding and enforceable, and will not result
in any violation of PRC laws or regulations currently in effect, and (iii) the business operations of our Company,
Meitu Home and Meitu Networks, as described in this prospectus, are in compliance with existing PRC laws and
regulations in all material aspects. For certain non-compliance matters relating to licensing, see “Business —
Legal Proceedings and Compliance”. There are, however, substantial uncertainties regarding the interpretation
and application of current or future PRC laws and regulations. The relevant PRC regulatory authorities have
broad discretion in determining whether a particular contractual structure violates PRC laws and regulations.
Thus, we cannot assure you that the PRC government will not ultimately take a view contrary to the opinion of
our PRC Legal Advisor. If we are found in violation of any PRC laws or regulations or if the contractual
arrangements among Meitu Home, Meitu Networks and its shareholders are determined as illegal or invalid by
any PRC court, arbitral tribunal or regulatory authorities, the relevant governmental authorities would have broad
discretion in dealing with such violation, including, without limitation:

° revoke the agreements constituting the contractual arrangements;
o revoke our business and operating licenses;
o require us to discontinue or restrict operations;
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o restrict our right to collect revenue;
° shut down all or part of our websites or services;
° levy fines on us and/or confiscate the proceeds that they deem to have been obtained through non-

compliant operations;

° require us to restructure the operations in such a way as to compel us to establish a new enterprise,
re-apply for the necessary licenses or relocate our businesses, staff and assets;

° impose additional conditions or requirements with which we may not be able to comply; or

° take other regulatory or enforcement actions that could be harmful to the Group’s business.

Furthermore, any of the assets under the name of any record holder of equity interest in our consolidated
affiliated entity Meitu Networks and its subsidiaries, including such equity interest, may be put under court
custody in connection with litigation, arbitration or other judicial or dispute resolution proceedings against that
record holder. We cannot be certain that the equity interest will be disposed of in accordance with the contractual
arrangements. In addition, new PRC laws, rules and regulations may be introduced to impose additional
requirements that may impose additional challenges to our corporate structure and contractual arrangements. The
occurrence of any of these events or the imposition of any of these penalties may result in a material and adverse
effect on our ability to conduct the business. In addition, if the imposition of any of these penalties causes us to
lose the rights to direct the activities of our consolidated affiliated entity and its subsidiary or the right to receive
their economic benefits, we would no longer be able to consolidate our consolidated affiliated entity and its
subsidiary, thus adversely affect our results of operation.

Substantial uncertainties exist with respect to the enactment timetable, interpretation and implementation
of draft PRC Foreign Investment Law and how it may impact the viability of our current corporate
structure, corporate governance and business operations.

The Ministry of Commerce of the People’s Republic of China (“MOFCOM?”) published a discussion draft
of the proposed Foreign Investment Law (“Draft Foreign Investment Law”) in January 2015 aiming to, upon
its enactment, replace the trio of existing laws regulating foreign investment in China, namely, the Sino-foreign
Equity Joint Venture Enterprise Law, the Sino-foreign Cooperative Joint Venture Enterprise Law and the Wholly
Foreign-invested Enterprise Law, together with their implementation rules and ancillary regulations. While
MOFCOM solicited comments on the Draft Foreign Investment Law in early 2015, substantial uncertainties exist
with respect to its enactment timetable, interpretation and implementation. The Draft Foreign Investment Law, if
enacted as proposed, may materially impact the viability of our current corporate structure, corporate governance
and business operations in many aspects. Please see “Contractual Arrangements — Development in the PRC
Legislation on Foreign Investment” for further details.

Among other things, the Draft Foreign Investment Law expands the definition of foreign investment and
introduces the principle of “actual control” in determining whether a company is considered a foreign-invested
enterprise (“FIE”). Once an entity is determined to be an FIE, it will be subject to the foreign investment
restrictions or prohibitions set forth in a “negative list”, to be separately issued by the State Council later, if the
FIE is engaged in the industry listed in the negative list, which calls for market entry clearance by the MOFCOM.

Under the Draft Foreign Investment Law, variable interest entities, or consolidated affiliated entities, that
are controlled via contractual arrangement would also be deemed as FIEs, if they are ultimately “controlled” by
foreign investors.

Although the Draft Foreign Investment Law was released for consultation purposes, there is substantial
uncertainty regarding the Draft Foreign Investment Law, including with respect to its final content (especially the
provisions dealing with VIE structure), adoption timeline or effective date. Mr. Wu, our Chief Executive Officer,
is a Chinese national and will be capable of exerting material influence on the Board and Shareholders’ meeting
of the Company by virtue of the Concert Party Agreement despite Mr. Wu and Mr. Cai owning less than 50% of
the voting rights of the Company, and is therefore the “actual controller” of the Company. However, our PRC
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Legal Advisor advised that it is still unclear as at the Latest Practicable Date as to (i) what level of “actual
control” is required to qualify as a domestic enterprise; (ii) how domestic enterprises operated by foreign
investors under a contractual arrangement are to be regulated; and (iii) what businesses are to be classified as
“restricted business” or “prohibited business” in the negative list under the Draft Foreign Investment Law.

If, upon its enactment, the current Draft Foreign Investment Law (i) does not recognize our structure under
our Contractual Arrangements as domestic investment; (ii) does not provide any preferential treatment to
investors from Hong Kong, Macau and Taiwan; (iii) requires Meitu Home to apply for access permission
(MEAFFA]), a government permit that allows foreign investors to invest in “restricted” and/or “prohibited”
businesses on the negative list, our Contractual Arrangements may be regarded as invalid and illegal if we have
not obtained such access permission. As a result, our Group would not be able to continue our business in China
through the Contractual Arrangements. For details of the Draft Foreign Investment Law and the negative list and
its potential impact on our Company, and our potential measures to maintain control over and receive economic
benefits from our consolidated affiliated entities, please refer to “Contractual Arrangements — Development in
the PRC Legislation on Foreign Investment” in this prospectus.

Given that the relevant government authorities have broad discretion in interpreting the foreign investment
laws and there are uncertainties as to the three possible approaches proposed in the Explanatory Notes on the
treatment of existing contractual arrangements before the Draft FIL becomes effective as further described in
“Contractual Arrangements — Development in the PRC Legislation on Foreign Investment” in this prospectus,
in the worst case scenario, the Contractual Arrangements may be regarded by the relevant government authorities
as invalid and illegal and the Relevant Businesses (as defined in the “Contractual Arrangements” section) may be
ordered by the relevant government authorities to be discontinued under the existing structure and may not be
sustainable in the event that: (i) the operation of the Relevant Businesses were to be recognized on the “negative
list”, (ii) our Contractual Arrangement were to not be deemed as a domestic investment by the relevant
government authorities, and (iii) there were to be no special treatment for the investors from Hong Kong, Macau
and Taiwan who control a domestic enterprise. As a result, we will not be able to operate the Relevant Businesses
through the Contractual Arrangements and will lose our rights to receive the economic benefits of Meitu
Networks and its subsidiaries under the Contractual Arrangements and the financial results of Meitu Networks
and its subsidiaries will no longer be consolidated into that of our Group and we will have to derecognize their
assets and liabilities according to the relevant accounting standards.

In addition, on September 3, 2016, the Decision of the Standing Committee of the National People’s
Congress on Revising Four Laws including the Law of the People’s Republic of China on Wholly Foreign-owned
Enterprises  ((ZEARMREXRGHHZ S GRS <P AN RIABISNE R EESFUIERNRE))  was
promulgated and became effective on October 1, 2016. Please refer to “Regulations — Regulations Relating to
WFOESs” for further details.

Furthermore, the undertakings given by Mr. Wu and Mr. Cai (as set out in the section headed “Contractual
Arrangements — Development in the PRC Legislation on Foreign Investment”) may impact our ability to
finance our future expansion plans or use Shares as consideration for acquisitions or as a form of equity incentive
for our management and employees. In addition, if such measures in the undertakings are impractical to be
carried out, this may bring an adverse effect on our Contractual Arrangements. We also cannot assure you that
these undertakings will not serve as a disincentive to parties proposing to acquire a material interest in our Shares
or control of our Company, which may have a negative impact on the price and liquidity of our Shares.

Our contractual arrangements may not be as effective in providing operational control as direct
ownership and Meitu Networks or their shareholders may fail to perform their obligations under our
contractual arrangements.

Since PRC laws limit foreign equity ownership in value-added telecommunications services and Internet
cultural services in China, we operate our Internet-related business in China through our consolidated affiliated
entity Meitu Networks and its subsidiaries, in which we have no ownership interest and rely on a series of
contractual arrangements with Meitu Networks and its shareholders to control and operate these businesses. Our
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revenue and cash flow from our Internet-related businesses are attributed to Meitu Networks and its subsidiaries.
The contractual arrangements may not be as effective as direct ownership in providing us with control over
Meitu Networks and its subsidiaries. Direct ownership would allow us, for example, to directly or indirectly
exercise our rights as a shareholder to effect changes in the boards of directors of Meitu Networks, which, in
turn, could effect changes, subject to any applicable fiduciary obligations at the management level. However,
under the contractual arrangements, as a legal matter, if Meitu Networks or its shareholders fails to perform their
respective obligations under the contractual arrangements, we may have to incur substantial costs and expend
significant resources to enforce those arrangements and resort to litigation or arbitration and rely on legal
remedies under PRC laws. These remedies may include seeking specific performance or injunctive relief and
claiming damages, any of which may not be effective. For example, if the shareholders of Meitu Networks were
to refuse to transfer their equity interest in Meitu Networks to us or our designee when we exercise the call
option pursuant to the contractual arrangements, or if they were otherwise to act in bad faith toward us, we might
have to take legal action to compel them to perform their respective contractual obligations. In the event we are
unable to enforce these contractual arrangements or we experience significant delays or other obstacles in the
process of enforcing these contractual arrangements, we may not be able to exert effective control over our
affiliated entities and may lose control over the assets owned by Meitu Networks and its subsidiaries. As a result,
we may be unable to consolidate Meitu Networks and its subsidiaries in our consolidated financial statements,
which could materially and adversely affect our results of operations and financial condition.

We may lose the ability to use and enjoy assets and licenses held by Meitu Networks and its subsidiaries
that are important to the operation of our business if Meitu Networks or any of its subsidiaries declares
bankruptcy or become subject to a dissolution or liquidation proceeding.

Meitu Networks and its subsidiaries hold certain assets that are important to our business operations. The
contractual arrangements with Meitu Networks and its shareholders contain terms that specifically obligate the
shareholders of Meitu Networks to ensure the valid existence of Meitu Networks and that Meitu Networks may
not be voluntarily liquidated. However, should the shareholders breach this obligation and voluntarily liquidate
Meitu Networks, or should Meitu Networks or any of its subsidiaries declares bankruptcy, all or part of their
assets may become subject to liens or rights of third-party creditors and we may be unable to continue some or all
of our business operations, which could materially and adversely affect our business, financial condition and
results of operations.

Our contractual arrangements may be subject to scrutiny by the PRC tax authorities and additional taxes
may be imposed. A finding that we owe additional taxes could substantially reduce our consolidated net
income and the value of your investment.

According to applicable PRC laws and regulations, arrangements and transactions among related parties
may be subject to challenge by the PRC tax authorities, additional taxes and interest may be imposed. We would
be subject to adverse tax consequences if the PRC tax authorities were to determine that transactions under the
contractual arrangements between Meitu Home and Meitu Networks were not conducted on an arm’s-length
basis as the PRC tax authorities have the authority to make special tax adjustments on Meitu Networks’ tax
position. Such adjustments may adversely affect us by increasing Meitu Networks’ tax expenses without
reducing the tax expenses of Meitu Home, subjecting Meitu Networks to late payment fees and other penalties
for under-payment of taxes. Our consolidated results of operations may be adversely affected if Meitu Networks’
tax liabilities increase or if it is subject to late payment fees or other penalties.

Shareholders of Meitu Networks may potentially have a conflict of interest with us, and they may breach
their contracts with us or cause such contracts to be amended in a manner contrary to our interests.

We conduct our value-added telecommunications services, Internet cultural services and other related
businesses, and generate almost all of revenue from such businesses, through Meitu Networks and its
subsidiaries. Our control over these entities is based upon the contractual arrangements with Meitu Networks and
its shareholders that allow us to control Meitu Networks. These shareholders may potentially have a conflict of
interest with us, and they may breach their contracts with us if they believe it would further their own interest or
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if they otherwise act in bad faith. We cannot assure you that when conflicts of interest arise between us and
Meitu Networks, the shareholders will act completely in our interests or that the conflicts of interest will be
resolved in our favor.

In addition, these shareholders may breach or cause Meitu Networks to breach the contractual
arrangements. If Meitu Networks or its shareholders breach their contracts with us or otherwise have disputes
with us, we may have to initiate legal proceedings, which involve significant uncertainty. Such disputes and
proceedings may significantly disrupt our business operations, adversely affect our ability to control Meitu
Networks and otherwise result in negative publicity. There is also substantial uncertainty as to the outcome of
any such legal proceedings.

We conduct our business operation in the PRC through Meitu Networks and its subsidiaries by way of the
contractual arrangements, but certain of the terms of the contractual arrangements may not be
enforceable under PRC laws.

All the agreements which constitute the contractual arrangements are governed by PRC laws and provide
for the resolution of disputes through arbitration in the PRC. Accordingly, these agreements would be interpreted
in accordance with PRC laws and disputes would be resolved in accordance with PRC legal procedures. The
legal environment in the PRC is not as developed as in other jurisdictions and uncertainties in the PRC legal
system could limit our ability to enforce the contractual arrangements. In the event that we are unable to enforce
the contractual arrangements, or if we suffer significant time delays or other obstacles in the process of enforcing
them, it would be very difficult to exert effective control over Meitu Networks and its subsidiaries, and our
ability to conduct our business and our financial condition and results of operations may be materially and
adversely affected.

The contractual arrangements contain provisions to the effect that the arbitral body may award remedies
over the shares and/or assets of Meitu Networks, injunctive relief and/or winding up of Meitu Networks. These
agreements also contain provisions to the effect that courts of competent jurisdictions are empowered to grant
interim remedies in support of the arbitration pending the formation of an arbitral tribunal. However, under PRC
laws, these terms may not be enforceable. Under PRC laws, an arbitral body does not have the power to grant
injunctive relief or to issue a provisional or final liquidation order for the purpose of protecting assets of or equity
interests in Meitu Networks in case of disputes. In addition, interim remedies or enforcement order granted by
overseas courts such as Hong Kong and the Cayman Islands may not be recognizable or enforceable in China.
PRC laws do allow the arbitral body to grant an award of transfer of assets of or equity interests in Meitu
Networks in favor of an aggrieved party. Therefore, in the event of breach of any agreements constituting the
contractual arrangements by Meitu Networks and/or their respective shareholders, and if we are unable to enforce
the contractual arrangements, we may not be able to exert effective control over Meitu Networks, which could
negatively affect our ability to conduct our business.

If we exercise the option to acquire equity ownership of Meitu Networks, the ownership transfer may
subject us to certain limitations and substantial costs.

Pursuant to the Regulations for the Administration of Foreign-Invested Telecommunications Enterprises
(OhrE e E B REE BME)) (the “FITE Regulations”) promulgated by the State Council, foreign investors
are not allowed to hold more than 50% of the equity interests of any company providing value-added
telecommunications services, including ICP services. In addition, the main foreign investor who invests in a
value-added telecommunications business in the PRC must possess prior experience in operating value-added
telecommunications businesses and a proven track record of business operations overseas (the “Qualification
Requirements”). Currently none of the applicable PRC laws, regulations or rules provides clear guidance or
interpretation on the Qualification Requirements. Although we have taken many measures to meet the
Qualification Requirements, we still face the risk of not satisfying the requirement promptly. If when the PRC
laws allow foreign investors to invest in value-added telecommunications enterprises in China, we may be unable
to unwind the Contractual Arrangements before we are able to comply with the Qualification Requirements, or if
we attempt to unwind the Contractual Arrangements before we are able to comply with the Qualification
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Requirements we may be ineligible to operate our value-added telecommunication enterprises and may be forced
to suspend their operations, which could materially and adversely affect our business, financial condition and
results of operations.

Pursuant to the contractual arrangements, Meitu Home (or any subsidiary within our Group) has the
exclusive right to purchase all or any part of the equity interests in Meitu Networks from the respective
shareholders for a nominal price, unless the relevant government authorities or PRC laws request that another
amount be used as the purchase price and in which case the purchase price shall be the lowest amount under such
request. Subject to relevant laws and regulations, the respective shareholders shall return any amount of purchase
price they have received to Meitu Home. If such a transfer takes place, the competent tax authority may require
Meitu Home to pay enterprise income tax for ownership transfer income with reference to the market value, in
which case the amount of tax could be substantial.

RISKS RELATING TO DOING BUSINESS IN CHINA

If we fail to obtain and maintain the requisite licenses and approvals required under the complex
regulatory environment applicable to our businesses in China, or if we are required to take compliance
actions that are time-consuming or costly, our business, financial condition and results of operations may
be materially and adversely affected.

The Internet and mobile industries in China are highly regulated. We currently derive a significant portion
of our revenue and cash flow from Meitu Mobile, our subsidiary, and Meitu Networks, our consolidated affiliated
entity, and their respective subsidiaries. Meitu Mobile and Meitu Networks and Meitu Networks’ subsidiaries are
required to obtain and maintain applicable licenses and approvals from different regulatory authorities in order to
provide their current services. Under the current PRC regulatory scheme, a number of regulatory agencies,
including but not limited to the SARFT, the MOC, the MIIT, and the SCIO, jointly regulate major aspects of the
Internet industry, including the mobile Internet and mobile games businesses. Operators must obtain various
government approvals and licenses for relevant mobile business.

We have obtained approvals for the production of smartphones, the ICP licenses for provision of Internet
information services, Online Culture Operating Licenses for audio-visual program services, and Online Culture
Operating Licenses for the operation of online games, which are essential to the operation of our business and are
generally subject to regular government review or renewal. Meipai Technology is required to hold a License for
Transmission of Audio-Visual Programs through Information Network, a ICP license and an Online Culture
Operating License for the operation of Meipai. During the Track Record Period, we had three instances of
non-compliance with respect to the aforementioned licenses of Meipai Technology, two of which have been fully
rectified and one of which we are in the process of rectifying. We cannot assure you that we can successfully
update or renew the licenses required for our business in a timely manner or that these licenses are sufficient to
conduct all of our present or future business. See “Business — Legal Proceedings and Compliance”.

Considerable uncertainties exist regarding the interpretation and implementation of existing and future laws
and regulations governing our business activities. We cannot assure you that we will not be found in violation of
any future laws and regulations or any of the laws and regulations currently in effect due to changes in the
relevant authorities’ interpretation of these laws and regulations. If we fail to complete, obtain or maintain any of
the required licenses or approvals or make the necessary filings, we may be subject to various penalties, such as
confiscation of the revenue that were generated through the unlicensed Internet or mobile activities, the
imposition of fines and the discontinuation or restriction of our operations. Any such penalties may disrupt our
business operations and materially and adversely affect our business, financial condition and results of
operations.

— 5] —
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Adverse changes in economic and political policies of the PRC government could have a material adverse
effect on overall economic growth in China, which could materially and adversely affect our business and
results of operation.

A significant portion of our operations are conducted in China and substantially all of our revenue are
sourced from China. Accordingly, our results of operations, financial condition and prospects are influenced by
economic, political and legal developments in China. Economic reforms have resulted in significant economic
growth in China in the past few decades. However, any economic reform policies or measures in China may from
time to time be modified or revised. China’s economy differs from the economies of most developed countries in
many respects, including with respect to the amount of government involvement, level of development, growth
rate, control of foreign exchange and allocation of resources. While the PRC economy has experienced
significant growth in the past few decades, the rate of growth has slowed down since 2012, and growth has been
uneven across different regions and among various economic sectors.

The PRC government exercises significant control over China’s economic growth through strategically
allocating resources, controlling the payment of foreign currency-denominated obligations, setting monetary
policy and providing preferential treatment to particular industries or companies. Although the Chinese economy
has grown significantly in the past decade, that growth may not continue and any slowdown may have a negative
effect on our business. Any adverse changes in economic conditions in China, in the policies of the PRC
government or in the laws and regulations in China, could have a material adverse effect on the overall economic
growth of China. Such developments could adversely affect our businesses, lead to reduction in demand for our
products and adversely affect our competitive position.

The PRC legal system embodies uncertainties which could limit the legal protections available to us.

The PRC legal system is a civil law system based on written statutes. Unlike common law systems, it is a
system in which decided legal cases have little precedential value. The PRC legal system evolves rapidly, and the
interpretations of many laws, regulations and rules may contain inconsistencies. Our PRC subsidiaries, Meitu
Mobile and Meitu Home are wholly foreign-owned enterprise, as they were incorporated in China and are wholly
owned by foreign investors. It is subject to laws and regulations applicable to foreign investment in China in
general and laws and regulations applicable to wholly foreign-owned enterprises in particular. However, these
laws, regulations and legal requirements are constantly changing and their interpretation and enforcement involve
uncertainties. These uncertainties could limit the legal protections available to us. In addition, we cannot predict
the effect of future developments in the PRC legal system, particularly with regard to Internet-related industries,
including the promulgation of new laws, changes to existing laws or the interpretation or enforcement thereof, or
the preemption of local regulations by national laws. Such unpredictability towards our contractual, property
(including intellectual property) and procedural rights could adversely affect our business and impede our ability
to continue our operations. Furthermore, any litigation in China may be protracted and result in substantial costs
and diversion of resources and management attention.

Regulation and censorship of information disseminated over the Internet in China may adversely affect
our business and subject us to liability for content posted on our platform.

Internet companies in China are subject to a variety of existing and new rules, regulations, policies, and
license and permit requirements. In connection with enforcing these rules, regulations, policies and requirements,
relevant government authorities may suspend services by, or revoke licenses of, any Internet or mobile content
service provider that is deemed to provide illicit content online or on mobile devices, and such activities may be
intensified in connection with any ongoing government campaigns to eliminate prohibited content online. For
example, in July 2016, the Ministry of Public Security launched a “Special Rectification Activities for Live
Streaming Websites” campaign. Based on publicly available information, the campaign aims to eliminate illicit
or pornographic information and content on live streaming websites by, among other things, holding liable
individuals and corporate entities that facilitate the distribution of illicit or pornographic information and content.
In April 2016, based on publicly available information, the Ministry of Culture of China investigated certain live
streaming websites in China, which did not include Meipai, that are suspected of hosting videos or live streaming
shows containing violent or pornographic content. For details of regulations on information security and
censorship, see “Regulations — Regulations on Information Security and Censorship”.
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We endeavor to eliminate illicit content from our apps. We have made significant investments and
resources to monitor content that users post on Meipai. See “— Risks Relating to Our Business and Industries —
Our business significantly depends on the strength and market perception of our brand, and our brand image may
be adversely impacted by any negative publicity or misuse of our products”. In addition, government standards
and interpretations may change in a manner that could render our current monitoring efforts insufficient. We
cannot assure you that our business and operations will be immune from government actions or sanctions in the
future. If government actions or sanctions are brought against us, or if there are widespread rumors that
government actions or sanctions have been brought against us, our reputation and brand image could be harmed,
we may lose users and business partners, our revenue and results of operation may be materially and adversely
affected.

We may be required to obtain prior approval from the CSRC for the listing and trading of our Shares on
the Hong Kong Stock Exchange.

On August 8, 2006, six PRC regulatory authorities, including the MOFCOM, the State Assets Supervision
and Administration Commission, the State Administration for Taxation, the SAIC, the CSRC, and the SAFE,
jointly issued the Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors
(KBS £ 5 2 DF 5T A AR 6 R KR AE D) (the “M&A Rules”), which became effective on September 8, 2006, and
amended on June 22, 2009.

Our PRC Legal Advisor is of the opinion that prior CSRC approval for this offering is not required because
(i) Meitu Home was incorporated as a foreign-invested enterprise without involving acquisition of the equity or
assets of a “PRC domestic company”, as such term is defined under the M&A Rules, (ii) Meitu Home Beijing
was incorporated as Meitu Home’s wholly-owned subsidiary and (iii) Meitu Mobile was incorporated as a PRC
domestic company in February 2013 and became a sino-foreign equity joint venture in May 2014 in compliance
with the M&A Rules. In July 2014, Meitu HK acquired the entire equity interest in Meitu Mobile, upon which
Meitu Mobile was redesignated as a wholly foreign-owned enterprise of our Company, such that the M&A Rules
are not applicable. Other than Meitu Home, Meitu Home Beijing and Meitu Mobile, all of our other PRC
subsidiaries have been wholly owned by PRC citizens since their dates of incorporation, and as such, the M&A
Rules are not applicable. As a result, we did not seek prior CSRC approval for this offering. However, we cannot
assure you that the relevant PRC government authorities, including the CSRC, will reach the same conclusion as
our PRC Legal Advisor. If the CSRC or other relevant PRC government authorities subsequently determine that
prior CSRC approval is required, we may face regulatory actions or other sanctions from the CSRC or other PRC
regulatory authorities. Consequently, if you engage in market trading or other activities in anticipation of and
prior to settlement and delivery, you do so at the risk that settlement and delivery may not occur.

We may be classified as a “PRC resident enterprise” for PRC enterprise income tax purposes, which could
result in unfavorable tax consequences to us and our shareholders and have a material adverse effect on
our results of operations and the value of your investment.

Under the PRC Enterprise Income Tax Law ((FP#HEARIEFNEBZEHT15H4)) (the “EIT Law”), which
became effective on January 1, 2008, an enterprise established outside China whose “de facto management body”
is located in China is considered a “PRC resident enterprise”” and will generally be subject to the uniform 25%
enterprise income tax rate (the “EIT rate”), on its global income. Under the implementation rules of the EIT
Law, “de facto management body” is defined as the organization body that effectively exercises management and
control over such aspects as the business operations, personnel, accounting and properties of the enterprise.

On April 22, 2009, the SAT released the Notice Regarding the Determination of Chinese-Controlled
Offshore Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management
Bodies (CBHASEANE M rb 72 i A 2E M5 B PR A8 BB AT YE G2 /0 s AR 2E AT A R E A9 D) (“Circular 827) that
sets out the standards and procedures for determining whether the “de facto management body” of an enterprise
registered outside of the PRC and controlled by PRC enterprises or PRC enterprise groups is located within the
PRC. Further to SAT Circular 82, on July 27, 2011, the SAT issued the Administrative Measures for Enterprise
Income Tax of  Chinese-Controlled  Offshore  Incorporated  Resident  Enterprises  (Trial)
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(A FEM h B R ZE TS BUE BEAE  (BU17) )) (“SAT Bulletin 45”), to provide more guidance on the
implementation of SAT Circular 82; the bulletin became effective on September 1, 2011 and revised on April 17,
2015. SAT Bulletin 45 clarified certain issues in the areas of resident status determination, post-determination
administration and competent tax authorities’ procedures.

Under Circular 82, a foreign enterprise controlled by a PRC enterprise or PRC enterprise group is
considered a PRC resident enterprise if all of the following apply: (i) the senior management and core
management departments in charge of daily operations are located mainly within the PRC; (ii) financial and
human resources decisions are subject to determination or approval by persons or bodies in the PRC; (iii) major
assets, accounting books, company seals and minutes and files of board and shareholders’ meetings are located or
kept within the PRC; and (iv) at least half of the enterprise’s directors with voting rights or senior management
reside within the PRC. SAT Bulletin 45 specifies that when provided with a copy of Chinese tax resident
determination certificate from a resident Chinese controlled offshore incorporated enterprise, the payer should
not withhold 10% income tax when paying the Chinese-sourced dividends, interest, royalties, etc. to the Chinese
controlled offshore incorporated enterprise.

Although Circular 82 and SAT Bulletin 45 explicitly provide that the above standards apply to enterprises
which are registered outside of the PRC and controlled by PRC enterprises or PRC enterprise groups, Circular 82
may reflect SAT’s criteria for determining the tax residence of foreign enterprises in general. If the PRC tax
authorities determine that we were treated as a PRC resident enterprise for PRC enterprise income tax purposes,
the 25% PRC enterprise income tax on our global taxable income could materially and adversely affect our
ability to satisfy any cash requirements we may have.

PRC laws and regulations establish more complex procedures for some acquisitions of Chinese companies
by foreign investors, which could make it more difficult for us to pursue growth through acquisitions in
China.

A number of PRC laws and regulations, including the M&A Rules, the Anti-monopoly Law ({Z BEET%)),
and the Rules of Ministry of Commerce on Implementation of Security Review System of Mergers
and Acquisitions of  Domestic Enterprises by Foreign Investors (B R st
B £ A ) W b S 2 A BE R BLAE D) promulgated by MOFCOM in August 2011 (the “Security Review
Rules”), have established procedures and requirements that are expected to make merger and acquisition
activities in China by foreign investors more time-consuming and complex. These include requirements in some
instances that the approval from MOFCOM be obtained in circumstances where overseas companies established
or controlled by PRC enterprises or residents acquire affiliated domestic companies. PRC laws and regulations
also require certain merger and acquisition transactions to be subject to merger control review or security review.

We have grown and may continue to grow our business by acquiring complementary businesses.
Complying with the requirements of the above-mentioned regulations and other relevant rules to complete such
transactions could be time-consuming, and any required approval processes, including obtaining approval from
the MOFCOM or its local counterparts may delay or inhibit our ability to complete such transactions. It is
unclear whether our business would be deemed to be in an industry that raises “national defense and security” or
“national security” concerns. However, the MOFCOM or other government agencies may publish explanations in
the future determining that our business is in an industry subject to the security review, in which case our future
acquisitions in the PRC, including those by way of entering into contractual control arrangements with target
entities, may be closely scrutinized or prohibited. Our ability to expand our business or maintain or expand our
market share through future acquisitions would as such be materially and adversely affected.

The heightened scrutiny over acquisition transactions by the PRC tax authorities may have a negative
impact on our business operations, our acquisition or restructuring strategy or the value of your
investment in us.

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share Transfers by Non
— PRC Resident Enterprises (B ZBEH5 885 BRI N I fi B A S8 MOE S 08 T 151 26 T A5 BLAS B A28 J01)) (“SAT
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Circular 698”) issued by the SAT in December 2009 with retroactive effect from January 1, 2008, where a non-
resident enterprise transfers the equity interests of a PRC resident enterprise indirectly by disposition of the equity
interests of an overseas non-public holding company (an “Indirect Transfer”), and such overseas holding company
is located in a tax jurisdiction that (i) has an effective tax rate of less than 12.5% or (ii) does not impose income tax
on foreign income of its residents, the non-resident enterprise, being the transferor, must report to the competent tax
authority of the PRC resident enterprise this Indirect Transfer. Using a “substance over form” principle, the PRC tax
authority may disregard the existence of the overseas holding company if it lacks a reasonable commercial purpose
and was established for the purpose of reducing, avoiding or deferring PRC tax.

On March 28, 2011, the SAT released the SAT Public Notice (2011) No. 24 (“SAT Public Notice 24”),
which became effective on April 1, 2011, to clarify several issues related to Circular 698. According to SAT
Public Notice 24, the term “effective tax” refers to the effective tax on the gain derived from disposition of the
equity interests of an overseas holding company; and the term “does not impose income tax” refers to the cases
where the gain derived from disposition of the equity interests of an overseas holding company is not subject to
income tax in the jurisdiction where the overseas holding company is a resident.

On  February 3, 2015, the SAT issued  (CEZBUHARE BT I Ja R 3 o] 1 it i
A EFTIFBLA T R 2 45)) (“SAT Circular 7”), which abolished certain provisions in SAT Circular 698, as
well as certain other rules providing clarification on SAT Circular 698. SAT Circular 7 provided comprehensive
guidelines relating to, and also heightened the PRC tax authorities’ scrutiny over, indirect transfers by a non-
resident enterprise of PRC taxable assets. Under SAT Circular 7, the PRC tax authorities are entitled to reclassify
the nature of an indirect transfer of PRC taxable assets, when a non-resident enterprise transfers PRC taxable
assets indirectly by disposing of equity interests in an overseas holding company directly or indirectly holding
such PRC taxable assets, by disregarding the existence of such overseas holding company and considering the
transaction to be a direct transfer of PRC enterprise income taxes and without any other reasonable commercial
purpose. However, SAT Circular 7 contains certain exemptions, including (i) where a non-resident enterprise
derives income from the indirect transfer of PRC taxable assets by acquiring and selling shares of an overseas
listed holding company which holds such PRC taxable assets on a public market; and (ii) where there is an
indirect transfer of PRC taxable assets, but if the non-resident enterprise had directly held and disposed of such
PRC taxable assets, the income from the transfer would have been exempted from enterprise income tax in the
PRC under an applicable tax treaty or arrangement.

We have conducted and may conduct acquisitions involving changes in corporate structures, and
historically our shares were transferred by certain then shareholders to our current shareholders. We cannot
assure you that the PRC tax authorities will not, at their discretion, adjust any capital gains and impose tax return
filing obligations on us or require us to provide assistance for the investigation of PRC tax authorities with
respect thereto. Any PRC tax imposed on a transfer of our Shares or any adjustment of such gains would cause us
to incur additional costs and may have a negative impact on the value of your investment in us.

Failure to obtain any preferential tax treatments or the discontinuation, reduction or delay of any of the
preferential tax treatments that may be available to us in the future could materially and adversely affect
our business, financial condition and results of operations.

Under the PRC Enterprise Income Tax Law effective from January 1, 2008, foreign-invested companies
such as Meitu Home, and domestic companies such as our consolidated affiliated entity and its subsidiaries, are
subject to a unified income tax rate of 25%. Various favorable income tax rates are, however, available to
qualified enterprises in certain encouraged sectors of the economy. Companies that qualify as software
enterprises are exempt from PRC income tax for two years and subject to a preferred income tax rate of 12.5%
for the following three years, starting from the first profit making year. Meitu Home is a software enterprise, and
is eligible for such preferential tax treatment commencing from its first profit-making year. Enterprises qualified
as “high and new technology enterprise” are entitled to a preferential rate of 15%. Meitu Networks currently
qualifies as a “high and new technology enterprise” until November 2016. We are in the process of renewing the
“high and new technology enterprise” status of Meitu Networks in accordance with applicable PRC laws and
regulations. However, if any of our PRC subsidiaries and consolidated affiliated entity and its subsidiaries that
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qualifies for preferential tax treatment fails to continue to qualify in a subsequent year, our income tax expenses
would increase, which may have a material adverse effect on our net income and results of operations.

You may be subject to PRC income tax on dividends from us or on any gain realized on the transfer of our
Shares.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or similar
arrangement between the PRC and your jurisdiction of residence that provides for a different income tax
arrangement, PRC withholding tax at the rate of 10% is normally applicable to dividends from PRC sources
payable to investors that are non-PRC resident enterprises, which do not have an establishment or place of
business in the PRC, or which have such establishment or place of business if the relevant income is not
effectively connected with the establishment or place of business. Any gain realized on the transfer of shares by
such investors is subject to 10% PRC income tax if such gain is regarded as income derived from sources within
the PRC unless a treaty or similar arrangement otherwise provides. Under the PRC Individual Income Tax Law
and its implementation rules, dividends from sources within the PRC paid to foreign individual investors who are
not PRC residents are generally subject to a PRC withholding tax at a rate of 20% and gains from PRC sources
realized by such investors on the transfer of shares are generally subject to 20% PRC income tax, in each case,
subject to any reduction or exemption set forth in applicable tax treaties and PRC laws.

Although substantially all of our business operations are in China, it is unclear whether dividends we pay
with respect to our Shares, or the gain realized from the transfer of our Shares, would be treated as income
derived from sources within the PRC and as a result be subject to PRC income tax if we are considered a PRC
resident enterprise. If PRC income tax is imposed on gains realized through the transfer of our Shares or on
dividends paid to our non-resident investors, the value of your investment in our Shares may be materially and
adversely affected. Furthermore, our Shareholders whose jurisdictions of residence have tax treaties or
arrangements with China may not qualify for benefits under such tax treaties or arrangements.

The PRC government’s pilot plan to replace the business tax with a VAT may subject us to pay more
taxes, which could have a material adverse effect on our financial condition and results of operations.

Pursuant to the PRC Provisional Regulations on Business Tax ({H#EARIERNE & SER AT A])),
taxpayers providing taxable services falling under the category of service industry in China are required to pay a
business tax at a normal tax rate of 5% of their revenues. On November 16, 2011, the Ministry of Finance and the
State Administration of Taxation promulgated the Pilot Plan for Imposition of Value-Added Tax to Replace
Business Tax (6B kB0 R AU 77 %)), Pursuant to this plan and relevant notices, from January 1, 2012, a
VAT was imposed to replace the business tax in the transport and shipping industry and some of the modern
service industries in certain pilot regions. Under the pilot plan, a VAT rate of 6% applies to some modern service
industries. On March 23, 2016, the Notice of the Ministry of Finance and the State Administration of Taxation on
Implementing the Pilot Program of Replacing Business Tax with Value-Added Tax in an All-round Manner
(BRI 2 i i B 2 SE B e B (LB msUBA O 48 1)) was issued, pursuant to which the pilot plan for the replacement of
business tax with VAT was expanded to all regions and industries as of May 1, 2016. While our PRC operational
entities’ main businesses are not currently subject to the higher VAT tax rate, we cannot assure you that they will
not be subject to the higher VAT tax rate in the future.

PRC regulations of loans and direct investment by offshore holding companies to PRC entities may delay
or prevent us from using the proceeds of the Global Offering to make loans or additional capital
contributions to our PRC subsidiaries, which could materially and adversely affect our liquidity and our
ability to fund and expand our business.

We may transfer funds to our PRC subsidiaries or finance our PRC subsidiaries by means of Shareholders’
loans or capital contributions after completion of the Global Offering. Any loans to our PRC subsidiaries, which
are foreign-invested enterprises (“FIEs”), cannot exceed statutory limits based on the difference between the
registered capital and the investment amount of such subsidiaries, and shall be registered with the SAFE or its
local counterparts.
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Furthermore, any capital contributions we make to our PRC subsidiaries shall be approved by the
MOFCOM or its local counterparts. We may not be able to obtain these government registrations or approvals on
a timely basis, if at all. If we fail to receive such registrations or approvals, our ability to provide loans or capital
contributions to our PRC subsidiaries in a timely manner may be negatively affected, which could materially and
adversely affect our liquidity and our ability to fund and expand our business.

On March 30, 2015, the SAFE promulgated the Circular on Reforming the Administration Measures on
Conversion of  Foreign  Exchange Registered  Capital of  Foreign-invested  Enterprises
(SR R AN R A7 B ) R A A1 e 30 A SO R AN 55 A B 7 2@ A0))  (“Circular 197), which will replace
Circular 142 from June 1, 2015. Circular 19, however, allows foreign invested enterprises in China to use their
registered capital settled in RMB converted from foreign currencies to make equity investments, but the registered
capital of a foreign invested company settled in RMB converted from foreign currencies remains not allowed to be
used for investment in the security markets, offering entrustment loans or purchases of any investment properties,
unless otherwise regulated by other laws and regulations. Circular 19 may limit our ability to transfer the net
proceeds from the Global Offering to our PRC subsidiaries and convert the net proceeds into RMB.

We may be subject to penalties, including restriction on our ability to inject capital into our PRC
subsidiaries and our PRC subsidiaries’ ability to distribute profits to us, if our PRC resident shareholders
or beneficial owners fail to comply with relevant PRC foreign exchange regulations.

The SAFE issued the Notice on Relevant Issues Relating to Domestic Residents’ Investment and
Financing and Round-Trip Investment through Special Purpose Vehicles (BRI B
Frok H 92 Rl AN MORFERCE SR BT BH P R 4 80)) (“Circular 377), effective on July 4, 2014, which
replaced the previous Notice on Relevant Issues Concerning Foreign Exchange Administration for PRC
Residents Engaging in Financing and Roundtrip Investments via Overseas Special Purpose Vehicles
(CBRTA S A i BB AR R SRR H 02 Bl SR e O I PR R AL A4 1)) (“Cireular - 757).  Circular 37
requires PRC residents, including PRC individuals and institutions, to register with the SAFE or its local
branches in connection with their direct establishment or indirect control of an offshore entity, for the purpose of
overseas investment and financing, with such PRC residents’ legally owned assets or equity interests in domestic
enterprises or offshore assets or interests. Such offshore entity is referred to as an offshore special purpose
vehicle. In addition, such PRC residents must update their foreign exchange registrations with the SAFE when
the offshore special purpose vehicle undergoes material events relating to any change of basic information
(including change of such PRC citizens or residents, name and operation term), increases or decreases in
investment amount, share transfers or exchanges, or mergers or divisions.

If any shareholder holding interest in an offshore special purpose vehicle, who is a PRC resident as
determined by Circular 37, fails to fulfill the required foreign exchange registration with the local SAFE
branches, the PRC subsidiaries of that offshore special purpose vehicle may be prohibited from distributing their
profits and dividends to their offshore parent company or from carrying out other subsequent cross-border
foreign exchange activities, and the offshore special purpose vehicle may be restricted in its ability to contribute
additional capital to its PRC subsidiaries. Moreover, failure to comply with the SAFE registration described
above could result in liability under PRC laws for evasion of applicable foreign exchange restrictions.

To the best of our knowledge, as at the Latest Practicable Date, our shareholders who are PRC residents as
defined under the applicable provisions under Circular 75 or Circular 37 had registered with the SAFE in
accordance with Circular 75. However, we may not be fully informed of the identities of all our shareholders or
beneficial owners who are PRC residents, and we cannot provide any assurance that all of our shareholders and
beneficial owners who are PRC residents will comply with our request to make, obtain or update any applicable
registrations or comply with other requirements required by the Circular 37 or other related rules in a timely
manner. If any of our shareholders who is a PRC resident as determined by Circular 37 fails to fulfill the required
foreign exchange registration with the local SAFE branches, our PRC subsidiaries may be prohibited from
distributing their profits and dividends to us or from carrying out other subsequent cross-border foreign exchange
activities, and we may be restricted in our ability to contribute additional capital to our PRC subsidiaries, which
may adversely affect our business.
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We principally rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund
any cash and financing requirements we may have. Any limitation on the ability of our PRC subsidiaries
to make payments to us could have a material adverse effect on our ability to conduct our business or
financial condition.

We are a holding company, and we principally rely on dividends and other distributions on equity that may
be paid by our PRC subsidiaries, namely Meitu Mobile and Meitu Home, for our cash and financing
requirements, including the funds necessary to pay dividends and other cash distributions to the holders of our
ordinary shares and service any debt we may incur. If our PRC subsidiaries incur debt on their own behalf in the
future, the instruments governing the debt may restrict their ability to pay dividends or make other distributions
to us.

Under PRC laws and regulations, wholly foreign-owned enterprises in the PRC, such as Meitu Mobile and
Meitu Home, may pay dividends only out of their retained earnings as determined in accordance with PRC
accounting standards and regulations. In addition, a wholly foreign-owned enterprise is required to set aside at
least 10% of its after-tax profits each year, after making up previous years’ accumulated losses, if any, to fund
certain statutory reserve funds, until the aggregate amount of such a fund reaches 50% of its registered capital. At
the discretion of the board of director of the wholly foreign-owned enterprise, it may allocate a portion of its
after-tax profits based on PRC accounting standards to staff welfare and bonus funds. These reserve funds and
staff welfare and bonus funds are not distributable as cash dividends. Any limitation on the ability of our wholly-
owned PRC subsidiaries to pay dividends or make other distributions to us could materially and adversely limit
our ability to grow, make investments or acquisitions that could be beneficial to our business, pay dividends, or
otherwise fund and conduct our business.

Restrictions on the remittance of RMB into and out of the PRC and governmental control of currency
conversion may limit our ability to pay dividends and other obligations, and affect the value of your
investment.

The PRC government imposes controls on the convertibility of RMB into foreign currencies and the
remittance of currency out of China. We receive a considerable portion of our revenue in RMB. Under our
current corporate structure, our income is primarily derived from dividend payments from our PRC subsidiaries.
We may convert a portion of our revenue into other currencies to meet our foreign currency obligations, such as
payments to certain suppliers and payments of dividends declared in respect of our Shares, if any. Shortages in
the availability of foreign currency may restrict the ability of our PRC subsidiaries to remit sufficient foreign
currency to pay dividends or other payments to us, or otherwise satisfy their foreign currency denominated
obligations.

Under existing PRC foreign exchange regulations, payments of current account items, including profit
distributions, interest payments and trade and service-related foreign exchange transactions, can be made in
foreign currencies without prior SAFE approval by complying with certain procedural requirements. However,
approval from or registration with competent government authorities is required where RMB is to be converted
into foreign currency and remitted out of China to pay capital expenses such as the repayment of loans
denominated in foreign currencies. The PRC government may at its discretion restrict access to foreign
currencies for current account transactions in the future. If the foreign exchange control system prevents us from
obtaining sufficient foreign currencies to satisfy our foreign currency demands, we may not be able to pay
dividends in foreign currencies to our Shareholders. Further, there is no assurance that new regulations will not
be promulgated in the future that would have the effect of further restricting the remittance of RMB into or out of
China.

Fluctuations in exchange rates could result in foreign currency exchange losses.

The value of RMB against the Hong Kong dollar, the U.S. dollar and other currencies fluctuates, is subject
to changes resulting from the PRC government’s policies and depends to a large extent on domestic and
international economic and political developments as well as supply and demand in the local market. In
July 2005, the PRC government changed its decade-old policy of pegging the value of the Renminbi to the U.S.
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dollar, and the Renminbi appreciated more than 20% against the U.S. dollar over the following three years.
Between July 2008 and June 2010, the exchange rate between the Renminbi and the U.S. dollar had been stable
and traded within a narrow band. In June 2010, the People’s Bank of China increased the flexibility of the
exchange rate and between June 30, 2010 and December 31, 2013, the value of the Renminbi appreciated
approximately 12.0% against the U.S. dollar, although the value of the Renminbi depreciated approximately
2.5% against the U.S. dollar in 2014. In August 2015, the People’s Bank of China changed the way it calculates
the mid-point price of Renminbi against the U.S. dollar, requiring the market-makers who submit for reference
rates to consider the previous day’s closing spot rate, foreign-exchange demand and supply as well as changes in
major currency rates. As a result, in 2015, the value of the Renminbi depreciated approximately 5.8% against the
U.S. dollar, and from December 31, 2015 through June 30, 2016, the value of the Renminbi further depreciated
approximately 2.6% against the U.S. dollar. It is difficult to predict how market forces or government policies
may impact the exchange rate between the RMB and the Hong Kong dollar, the U.S. dollar or other currencies in
the future. In addition, the People’s Bank of China regularly intervenes in the foreign exchange market to limit
fluctuations in Renminbi exchange rates and achieve policy goals.

The proceeds from the Global Offering will be received in Hong Kong dollars. As a result, any
appreciation of the Renminbi against the U.S. dollar, the Hong Kong dollar or any other foreign currencies may
result in the decrease in the value of our proceeds from the Global Offering. Conversely, any depreciation of the
Renminbi may adversely affect the value of, and any dividends payable on, our Shares in foreign currency. In
addition, there are limited instruments available for us to reduce our foreign currency risk exposure at reasonable
costs. Furthermore, we are also currently required to obtain the SAFE’s approval before converting significant
sums of foreign currencies into Renminbi. All of these factors could materially and adversely affect our business,
financial condition, results of operations and prospects, and could reduce the value of, and dividends payable on,
our Shares in foreign currency terms.

It may be difficult to effect service of process upon us or our Directors or officers named in this prospectus
who reside in China or to enforce non-PRC court judgments against them in China.

Most of our assets are situated in China and most of our Directors and officers named in this prospectus
reside in, and most of their respective assets are located in, China. As a result, it may be difficult to effect service
of process outside China upon most of our Directors and officers, including with respect to matters arising under
applicable securities laws. China does not have treaties providing for the reciprocal recognition and enforcement
of judgments of courts with the United States, the United Kingdom and many other countries. Consequently, it
may be difficult for you to enforce against us or our Directors or officers in China any judgments obtained from
non-PRC courts.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong
Special Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned
(KRR P o B 8 s 1 4T BB 325 I A L0 ) AN S A B il 19 R P S 2 AP B 22BE)D) (the “Arrangement”)
and revised on July 3, 2008, pursuant to which a party with a final court judgment rendered by a Hong Kong court
requiring payment of money in a civil and commercial case pursuant to a choice of court agreement in writing may
apply for recognition and enforcement of the judgment in the PRC. Similarly, a party with a final judgment rendered
by a PRC court requiring payment of money in a civil and commercial case pursuant to a choice of court agreement in
writing may apply for recognition and enforcement of the judgment in Hong Kong. A choice of court agreement in
writing is defined as any agreement in writing entered into between parties after the effective date of the Arrangement
in which a Hong Kong court or a PRC court is expressly designated as the court having sole jurisdiction for the dispute.
Therefore, it is not possible to enforce a judgment rendered by a Hong Kong court in the PRC if the parties in dispute
have not agreed to enter into a choice of court agreement in writing. Although the revised Arrangement became
effective on August 1, 2008, the outcome and effectiveness of any action brought under the Arrangement may still be
uncertain.
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We face risks related to natural disasters, health epidemics and other outbreaks of contagious diseases.

Our business could be adversely affected by natural disasters or outbreaks of epidemics. These natural
disasters, outbreaks of contagious diseases, and other adverse public health developments in China or any other
market in which we do business could severely disrupt our business operations by damaging our network
infrastructure or information technology system or impacting the productivity of our workforce, which may
adversely affect our financial condition and results of operations. We have not adopted any written contingency
plans to combat any future natural disasters or outbreaks of avian flu, HIN1 flu, SARS or any other epidemic.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares and the liquidity and market price of our Shares
may be volatile.

Prior to completion of the Global Offering, there has been no public market for our Shares. There can be no
guarantee that an active trading market for our Shares will develop or be sustained after completion of the Global
Offering. The Offer Price is the result of negotiations between our Company and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters), which may not be indicative of the price at which our Shares
will be traded following completion of the Global Offering. The market price of our Shares may drop below the
Offer Price at any time after completion of the Global Offering.

The trading price of our Shares may be volatile, which could result in substantial losses to you.

The trading price of our Shares may be volatile and could fluctuate widely in response to factors beyond
our control, including general market conditions of the securities markets in Hong Kong, China, the United States
and elsewhere in the world. In particular, the performance and fluctuation of the market prices of other
companies with business operations located mainly in China that have listed their securities in Hong Kong may
affect the volatility in the price of and trading volumes for our Shares. A number of PRC-based companies have
listed their securities, and some are in the process of preparing for listing their securities, in Hong Kong. Some of
these companies have experienced significant volatility, including significant price declines after their initial
public offerings. The trading performances of the securities of these companies at the time of or after their
offerings may affect the overall investor sentiment towards PRC-based companies listed in Hong Kong and
consequently may impact the trading performance of our Shares. These broad market and industry factors may
significantly affect the market price and volatility of our Shares, regardless of our actual operating performance.

You will incur immediate and substantial dilution and may experience further dilution in the future.

As the Offer Price of our Shares is higher than the net tangible book value per Share of our Shares
immediately prior to the Global Offering, purchasers of our Shares in the Global Offering will experience an
immediate dilution. If we issue additional Shares in the future, purchasers of our Shares in the Global Offering
may experience further dilution in their shareholding percentage.

The actual or perceived sale or availability for sale of substantial amounts of our Shares, especially by our
Directors, executive officers and Controlling Shareholders, could adversely affect the market price of our
Shares.

Future sales of a substantial number of our Shares, especially by our Directors, executive officers and
Controlling Shareholders, or the perception or anticipation of such sales, could negatively impact the market
price of our Shares in Hong Kong and our ability to raise equity capital in the future at a time and price that we
deem appropriate.

The Shares held by our Controlling Shareholders are subject to certain lock-up periods beginning on the
date on which trading in our Shares commences on the Stock Exchange. While we currently are not aware of any
intention of such persons to dispose of significant amounts of their Shares after the expiry of the lock-up periods,
we cannot assure you that they will not dispose of any Shares they may own now or in the future.
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Our Controlling Shareholders may exert substantial influence over us and may not act in the best interests
of our independent Shareholders.

Immediately upon completion of the Global Offering (assuming the options granted under the ESOP and
the options which may be granted under the Share Option Scheme are not exercised and no Shares are granted
under the Share Award Scheme), our Controlling Shareholders will beneficially own approximately 39.43% of
our issued Shares. Our Controlling Shareholders will be in a position to exert significant influence over the
affairs of our Company and will be able to influence the outcome of any shareholders’ ordinary resolutions,
irrespective of how other shareholders vote. The interests of our Controlling Shareholders may not necessarily be
aligned with the interests of our Shareholders as a whole, and this concentration of ownership may also have the
effect of delaying, deferring or preventing a change in control of our Company.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and other statistics
obtained from various government publications, market data providers and other independent third-party
sources, including the industry expert reports, contained in this prospectus.

This prospectus, particularly the section headed “Industry Overview”, contains information and statistics
relating to the mobile Internet and certain Internet-related industries. Such information and statistics have been
derived from third-party reports commissioned by us, various government publications and other publicly
available sources. We believe that the sources of the information are appropriate sources for such information,
and we have taken reasonable care in extracting and reproducing such information. However, we cannot
guarantee the quality or reliability of such source materials. The information has not been independently verified
by us, the Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters or any other party involved in the Global Offering, and no representation is given as to its accuracy.
Collection methods of such information may be flawed or ineffective, or there may be discrepancies between
published information and market practice, which may result in the statistics included in this prospectus being
inaccurate or not comparable to statistics produced for other economies. You should therefore not place undue
reliance on such information. In addition, we cannot assure you that such information is stated or compiled on the
same basis or with the same degree of accuracy as similar statistics presented elsewhere. See “— Risks Relating
to our Business and Industries — Differences in the assumptions and estimates adopted by the two industry
consultants that we commissioned to prepare reports, and limitations on certain data available to them may
impact the comparability of certain industry data”. In any event, you should consider carefully the importance
placed on such information or statistics.

You should read the entire prospectus carefully and should not rely on any information contained in press
articles or other media regarding us and the Global Offering.

We strongly caution you not to rely on any information contained in press articles or other media regarding
us and the Global Offering. Prior to the publication of this prospectus, there has been press and media coverage
regarding us and the Global Offering. Such press and media coverage may include references to certain
information that does not appear in this prospectus, including certain operating and financial information and
projections, valuations and other information. We have not authorized the disclosure of any such information in
the press or media and do not accept any responsibility for any such press or media coverage or the accuracy or
completeness of any such information or publication. We make no representation as to the appropriateness,
accuracy, completeness or reliability of any such information or publication. To the extent that any such
information is inconsistent or conflicts with the information contained in this prospectus, we disclaim
responsibility for it and you should not rely on such information.
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In preparation for the Listing, we have sought the following waivers from strict compliance with the
relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management presence in Hong
Kong. This normally means that at least two of its executive directors must be ordinarily resident in Hong Kong.

We do not have sufficient management presence in Hong Kong for the purposes of satisfying the
requirements under Rule 8.12 of the Listing Rules. The Group’s management, business operations and assets are
primarily based outside Hong Kong. The principal management headquarters and senior management of the
Group are primarily based outside Hong Kong. The Directors consider that the appointment of executive
Directors who will be ordinarily resident in Hong Kong would not be beneficial to, or appropriate for, the Group
and therefore would not be in the best interests of the Company and its Shareholders as a whole. Accordingly, we
have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver from strict compliance
with the requirements under Rule 8.12 of the Listing Rules. We will ensure that there is an effective channel of
communication between us and the Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to maintain two
authorized representatives, namely Mr. Ngan, our Chief Financial Officer and one of our joint
company secretaries, and Mr. Cai, our founder, the Chairman, an executive Director and one of our
Controlling Shareholders, as well as their alternate representative, Mr. He Songlin (fATFAMK), our Vice
President of Finance, to be the principal communication channel at all times between the Stock
Exchange and the Company. Each of our authorized representatives will be readily contactable by the
Stock Exchange by telephone, facsimile and/or e-mail to deal promptly with enquiries from the Stock
Exchange. Both of our authorized representatives are authorized to communicate on our behalf with
the Stock Exchange;

(b) we will implement a policy to provide the contact details of each Director (including mobile phone
numbers, office phone numbers, residential phone numbers (if any), email addresses and fax
numbers) to each of the authorized representatives, to their alternate representative and to the Stock
Exchange. This will ensure that each of the authorized representatives, the alternate representative
and the Stock Exchange will have the means to contact all the Directors (including the independent
non-executive Directors) promptly as and when required, including means to communicate with the
Directors when they are travelling;

(c) all Directors who are not ordinarily resident in Hong Kong have, or can apply for, valid travel
documents to visit Hong Kong and will be able to come to Hong Kong to meet with the Stock
Exchange within a reasonable period of time when required;

(d) we have retained the services of a compliance advisor, Guotai Junan Capital Limited (the
“Compliance Advisor”), in accordance with Rule 3A.19 of the Listing Rules. The Joint Sponsors
submit, on behalf of our Company, that the Compliance Advisor will serve as a channel of
communication with the Stock Exchange in addition to the authorized representatives of our
Company. The Compliance Advisor will provide our Company with professional advice on ongoing
compliance with the Listing Rules. We will ensure that the Compliance Advisor has prompt access to
our Company’s authorized representatives and Directors who will provide to the Compliance Advisor
such information and assistance as the Compliance Advisor may need or may reasonably request in
connection with the performance of the Compliance Advisor’s duties. The Compliance Advisor will
also provide advice to our Company when consulted by our Company in compliance with Rule
3A.23 of the Listing Rules; and meetings between the Stock Exchange and the Directors could be
arranged through the authorized representatives or the Compliance Advisor, or directly with the
Directors within a reasonable time frame. Our Company will inform the Stock Exchange as soon as
practicable in respect of any change in the authorized representatives and/or the Compliance Advisor
in accordance with the Listing Rules.
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WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 8.17 and 3.28 of the Listing Rules, the company secretary must be an individual who, by
virtue of his or her academic or professional qualifications or relevant experience, is, in the opinion of the Stock
Exchange, capable of discharging the functions of the company secretary. Pursuant to Note (1) to Rule 3.28 of
the Listing Rules, the Stock Exchange considers the following academic or professional qualifications to be
acceptable:

(a) aMember of The Hong Kong Institute of Chartered Secretaries;

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws of
Hong Kong); or

(c) acertified public accountant as defined in the Professional Accountants Ordinance (Chapter 50 of the
Laws of Hong Kong).

Pursuant to Note (2) to Rule 3.28 of the Listing Rules, in assessing “relevant experience”, the Stock
Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles he or she played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the Securities and
Futures Ordinance, Companies Ordinance and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement under Rule 3.29 of
the Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company appointed Mr. Ngan and Ms. Lee Ka Man (%% ) (“Ms. Lee”) of Fair Wind Secretarial
Services Limited as joint company secretaries of our Company on August 2, 2016. Ms. Lee is an associate
member of the Hong Kong Institute of Chartered Secretaries and therefore meets the qualification requirements
under Note 1 to Rule 3.28 of the Listing Rules and is in compliance with Rule 8.17 of the Listing Rules.

Mr. Ngan is our Chief Financial Officer and is primarily responsible for the overall financial strategy,
investor relations and company secretarial matters of our Group. Between May 2012 and June 2015, Mr. Ngan
has held the positions of Chief Operating Officer and Chief Financial Officer at Forgame Holdings Limited
(Hong Kong Stock Exchange Stock Code: 484), a mobile games and webgames company listed on the Stock
Exchange. Prior to that, he was the director and head of Hong Kong and China Internet research at UBS AG,
where he worked from July 2006 to April 2012. Mr. Ngan received his Bachelor of Science in Economics from
the Wharton School, University of Pennsylvania in 2006. He has become a CFA Charterholder since 2010. Our
Company believes that it would be in the best interest of our Company and the corporate governance of the
Group to have as its joint company secretary a person such as Mr. Ngan who possesses the relevant experience of
the Group’s financial, operational and investor relations matters. Mr. Ngan was also the joint company secretary
of Forgame from February 2013 to November 2014.

Accordingly, while Mr. Ngan does not possess the formal qualifications required of a company secretary
under Rule 3.28 of the Listing Rules, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules
such that Mr. Ngan may be appointed as a joint company secretary of our Company.

The waiver was granted for a three-year period on the condition that Ms. Lee, as a joint company secretary
of our Company, will work closely with, and provide assistance to, Mr. Ngan in the discharge of his duties as a
joint company secretary and in gaining the relevant experience as required under Rule 3.28 of the Listing Rules.
The waiver will be revoked immediately if Ms. Lee ceases to provide assistance to Mr. Ngan as the joint Company
secretary for the three-year period after Listing. In addition, Mr. Ngan will comply with the annual professional
training requirement under Rule 3.29 of the Listing Rules and will enhance his knowledge of the Listing Rules
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during the three-year period from the Listing Date. Our Company will further ensure that Mr. Ngan has access to
the relevant training and support that would enhance his understanding of the Listing Rules and the duties of a
company secretary of an issuer listed on the Stock Exchange. At the end of the three-year period, the qualifications
and experience of Mr. Ngan and the need for on-going assistance of Ms. Lee will be further evaluated by our
Company. We will liaise with the Stock Exchange to enable it to assess whether Mr. Ngan, having benefited from
the assistance of Ms. Lee for the preceding three years, will have acquired the skills necessary to carry out the
duties of company secretary and the relevant experience within the meaning of Rule 3.28 Note 2 of the Listing
Rules so that a further waiver will not be necessary.

Please refer to the section headed “Directors and Senior Management” in this prospectus for further
information regarding the qualifications of Mr. Ngan and Ms. Lee.

CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions that will constitute non-exempt
continuing connected transactions of our Company under the Listing Rules upon Listing. Accordingly, we have
applied to the Stock Exchange for, and the Stock Exchange has granted, waivers in relation to certain continuing
connected transactions between us and certain connected persons under Chapter 14A of the Listing Rules. For
further details in this respect, see the section headed “Connected Transactions” in this prospectus.

WAIVER AND EXEMPTION IN RELATION TO THE ESOP

Under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules, and paragraph 10 of
Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, this
prospectus is required to include, among other things, details of the number, description and amount of any
shares in or debentures of our Company which any person has, or is entitled to be given, an option to subscribe
for, together with certain particulars of each option, namely the period during which it is exercisable, the price to
be paid for shares or debentures subscribed for under it, the consideration (if any) given or to be given for it or
for the right to it and the names and addresses of the persons to whom it was given (the “Share Option
Disclosure Requirements”™).

As at the Latest Practicable Date, our Company has granted options under the ESOP to 204 grantees,
including employees, executives or officers of our Group and other individuals, to subscribe for an aggregate of
116,958,940 Shares, representing 2.77% of the total number of Shares in issue immediately after completion of
the Global Offering (assuming the options granted under the ESOP and the options which may be granted under
the Share Option Scheme are not exercised and no Shares are granted under the Share Award Scheme) on the
terms set out in the section headed “Appendix IV — Statutory and General Information — Other Information —
ESOP” to this prospectus.

Our Company has applied to the Stock Exchange and the SFC, respectively for, (i) a waiver from strict
compliance with the disclosure requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the
Listing Rules; and (ii) a certificate of exemption under section 342A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance exempting the Company from strict compliance with the disclosure
requirements under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, on the ground that strict compliance with the above requirements would be
unduly burdensome for our Company for the following reasons:

(a) given that 204 grantees are involved, strict compliance with such disclosure requirements in setting
out full details of all the grantees under the ESOP in the prospectus on an individual basis would be
costly and unduly burdensome for the Company in light of a significant increase in cost and timing
for information compilation, prospectus preparation and printing;

(b) as of the Latest Practicable Date, among all the grantees, six are members of the senior management
or connected persons of our Company and the remaining 198 grantees are only employees of our
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(©)

Group or other individuals, strict compliance with the Share Option Disclosure Requirements to
disclose names, addresses, and entitlements on an individual basis in this prospectus will require
more than 15 pages of additional disclosure that does not provide any material information to the
investing public; and

material information relating to the options under the ESOP will be disclosed in this prospectus,
including the total number of Shares subject to the ESOP, the exercise price per Share, the potential
dilution effect on the shareholding and impact on earnings per Share upon full exercise of the options
granted under the ESOP, the aggregate number of grantees under the ESOP and the aggregate
number of Shares underlying the options under the ESOP. Our Directors consider that the
information that is reasonably necessary for the potential investors to make an informed assessment
of our Company in their investment decision making process has been included in this prospectus,
and adoption of alternative disclosure regarding the ESOP would not prevent the Company from
providing its potential investors with an informed assessment of the activities, assets, liabilities,
financial position, management and prospects of the Company.

In light of the above, our Directors are of the view that the grant of the waiver and exemption sought under
this application will not prejudice the interests of the investing public.

The Stock Exchange has granted to us a waiver under the Listing Rules on condition that:

(a)

(b)

(©)

(d)

(e)

®)

(€9)

()

full details of the options under the ESOP granted to each of our Directors, members of the senior
management of our Group and connected persons of our Company be disclosed in the section headed
“Appendix IV — Statutory and General Information — Other Information — ESOP” to this
prospectus, on an individual basis, as required under the Share Option Disclosure Requirements;

for the remaining grantees, disclosure will be made for, on an aggregate basis, (1) their aggregate
number of grantees and number of Shares underlying the options under the ESOP; (2) the
consideration (if any) paid for the grant of the options under the ESOP; and (3) the exercise period
and the exercise price of the options granted under the ESOP;

there will also be disclosure in this prospectus for the aggregate number of Shares underlying the
options under the ESOP and the percentage of our Company’s total issued share capital represented
by such number of Shares as of the Latest Practicable Date;

the dilutive effect and impact on earnings per Share upon full exercise of the options under the ESOP
will be disclosed in the section headed “Appendix IV — Statutory and General Information — Other
Information — ESOP” to this prospectus;

a summary of the major terms of the ESOP will be disclosed in the section headed “Appendix [V —
Statutory and General Information — Other Information — ESOP” in this prospectus;

a full list of all the grantees (including those persons whose details have already been disclosed in
this prospectus) who have been granted the options under the ESOP, containing all the particulars as
required under the Share Option Disclosure Requirements, will be made available for public
inspection in the section headed “Appendix V — Documents Delivered to the Registrar of
Companies and Available for Inspection” in this prospectus;

the grant of certificate of exemption under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance from the SFC exempting the Company from the Share Option Disclosure
Requirements; and

the particulars of the waiver will be disclosed in this prospectus.
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The SFC has agreed to grant to our Company the certificate of exemption under section 342A of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance on condition that:

(a)

(b)

(©)

(d)

full details of the options under the ESOP granted to each of our Directors, members of the senior
management of our Group and connected persons of our Company and other grantees who have been
granted options to subscribe for more than 2,000,000 Shares be disclosed in the section headed
“Appendix IV — Statutory and General Information — Other Information — ESOP” in this
prospectus, on an individual basis, as required by paragraph 10 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance;

for the remaining grantees, disclosure will be made for, on an aggregate basis, (1) the respective
number of grantees who are employees of our Group and other individuals, and the number of Shares
underlying the options under the ESOP; (2) the consideration (if any) paid for the grant of the options
under the ESOP; (3) the exercise period and the exercise price for the options granted under the
ESOP;

a full list of all the grantees (including those persons whose details have already been disclosed in
this prospectus) who have been granted the options under the ESOP, containing all the particulars as
required in paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, will be made available for public inspection in the section
headed “Appendix V — Documents Delivered to the Registrar of Companies and Available for
Inspection” in this prospectus; and

the particulars of the exemption will be disclosed in this prospectus.

Further details of the ESOP are set forth in the section headed “Appendix IV — Statutory and General
Information — Other Information — ESOP” in this prospectus.



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules and the Listing
Rules for the purposes of giving information to the public about us. The Directors collectively and individually
accept full responsibility for the accuracy and completeness of the information contained in this prospectus and
confirm, having made all reasonable enquiries, that to the best of their knowledge and belief the information
contained in this prospectus is accurate and complete in all material respects and not misleading or deceptive, and
that there are no other matters the omission of which would make any statement herein or this prospectus
misleading.

UNDERWRITING AND INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering which forms part of
the Global Offering. The Global Offering comprises the International Offering of initially 516,600,000 Offer
Shares and the Hong Kong Public Offering of initially 57,400,000 Offer Shares, each subject to reallocation on
the basis as described in the section headed “Structure of the Global Offering” in this prospectus and without
taking into account the Over-allotment Option. For applicants under the Hong Kong Public Offering, this
prospectus and the Application Forms contain the terms and conditions of the Hong Kong Public Offering.

The Listing is sponsored by the Joint Sponsors. Pursuant to the Hong Kong Underwriting Agreement, the
Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the terms of the Hong
Kong Underwriting Agreement, subject to agreement on the Offer Price to be determined between the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on
behalf of the Over-allotment Option Grantor) on the Price Determination Date.

The Offer Price is expected to be fixed among the Joint Global Coordinators (for themselves and on behalf
of the Underwriters) and our Company (for itself and on behalf of the Over-allotment Option Grantor) on the
Price Determination Date. The Price Determination Date is expected to be on or around Thursday, December 8,
2016 and, in any event, not later than Wednesday, December 14, 2016 (unless otherwise determined between the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company). If, for whatever
reason, the Offer Price is not agreed between the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and our Company (for itself and on behalf of the Over-allotment Option Grantor) on or before
Wednesday, December 14, 2016, the Global Offering will not become unconditional and will lapse immediately.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the related Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized in connection with the Global Offering to give any
information or to make any representation not contained in this prospectus and the related Application Forms,
and any information or representation not contained herein and therein must not be relied upon as having been
authorized by our Company, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners and the
Underwriters and any of their respective directors, officers, employees, agents or representatives or advisors or
any other persons involved in the Global Offering.

Neither the delivery of this prospectus nor any subscription or acquisition made under it shall, under any
circumstances, constitute a representation that there has been no change or development reasonably likely to
involve a change in our affairs since the date of this prospectus or imply that the information contained in this
prospectus is correct as of any date subsequent to the date of this prospectus.

Further information regarding the structure of the Global Offering, including its conditions, are set out in
the section headed ““Structure of the Global Offering”, and the procedures for applying for our Shares are set out
in the section headed “How to Apply for Hong Kong Offer Shares” and in the related Application Forms.

Further information about the Underwriters and the underwriting arrangements is set out in the section

headed “Underwriting”.
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RESTRICTIONS ON SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will be required
to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she is aware of the restrictions on
offers for the Offer Shares described in this prospectus. No action has been taken to permit a public offering of
the Offer Shares in any jurisdiction other than in Hong Kong, or the distribution of this prospectus in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and does not
constitute an offer or invitation in any jurisdiction or in any circumstances in which such an offer or invitation is
not authorized or to any person to whom it is unlawful to make such an offer or invitation. The distribution of
this prospectus and the offer and sale of the Offer Shares in other jurisdictions are subject to restrictions and may
not be made except as permitted under the applicable securities laws of such jurisdictions pursuant to registration
with or authorization by the relevant securities regulatory authorities or an exemption therefrom. In particular,
the Hong Kong Offer Shares have not been publicly offered or sold directly or indirectly in the PRC or the
United States.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the listing committee of the Stock Exchange for the granting of the listing of, and
permission to deal in, our Shares in issue and to be issued pursuant to the Global Offering and the exercise of any
options granted under the ESOP and any options that may be granted under the Share Option Scheme and Shares
that may be granted under the Share Award Scheme, on the basis that, among other things, we satisfy the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules with reference to (i) our revenue for the year
ended December 31, 2015, being RMB741.8 million (equivalent to approximately HK$836.4 million), is over
HK$500 million; and (ii) our expected market capitalization at the time of Listing, which, based on the low-end
of the indicative Offer Price range, exceeds HK$4 billion.

No part of our Shares or loan capital is listed on or dealt in on any other stock exchange and no such listing
or permission to list is being or proposed to be sought. All the Offer Shares will be registered on the Hong Kong
Share Registrar of our Company in order to enable them to be traded on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance, any
allotment made in respect of any application will be invalid if the Listing of, and permission to deal in, the Shares
on the Stock Exchange is refused before the expiration of three weeks from the date of the closing of the
application lists, or such longer period (not exceeding six weeks) as may, within the said three weeks, be notified
to our Company by the Stock Exchange.

No part of our Shares is listed on or dealt in on any other stock exchange and no such listing or permission
to list is being or proposed to be sought in the near future.

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set out in the section
headed “Structure of the Global Offering” in this prospectus.

PROCEDURE FOR APPLICATION OF HONG KONG OFFER SHARES

The procedures for applying for the Hong Kong Offer Shares are set out in the section headed “How to
Apply for Hong Kong Offer Shares” and the related Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Particulars of the structure of the Global Offering, including its conditions, are set out in the section headed
“Structure of the Global Offering” in this prospectus.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock Exchange and
compliance with the stock admission requirements of HKSCC, the Shares will be accepted as eligible securities
by HKSCC for deposit, clearance and settlement in CCASS with effect from the Listing Date or on any other
date as determined by HKSCC. Settlement of transactions between participants of the Stock Exchange is required
to take place in CCASS on the second business day after any trading day. All activities under CCASS are subject
to the General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. Investors should
seek the advice of their stockbroker or other professional advisor for details of those settlement arrangements and
how such arrangements will affect their rights and interests.

COMMENCEMENT OF DEALINGS IN SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Thursday, December 15,
2016. Shares will be traded in board lots of 500 Shares each.

SHARE REGISTRAR AND HONG KONG STAMP DUTY

Our Company’s principal register of members will be maintained in the Cayman Islands by our principal
share registrar, Codan Trust Company (Cayman) Limited. All of the Shares issued pursuant to the Global
Offering will be registered in the Company’s branch register of members to be maintained in Hong Kong by our
Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712 — 1716, 17t
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong.

Dealings in the Shares registered in the register of members maintained in Hong Kong will be subject to
Hong Kong stamp duty. For further details of Hong Kong stamp duty, please seek professional tax advice. Unless
otherwise determined by our Company, dividends payable in Hong Kong dollars in respect of the Shares will be
paid to Shareholders whose names are listed in our register of members in Hong Kong, by ordinary post, at the
Shareholders’ risk.

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional advisors if they are in any
doubt as to the taxation implications of holding and dealing in the Shares. It is emphasized that none of us, the
Over-allotment Option Grantor, the Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the
Joint Lead Managers, the Underwriters, any of our/their respective affiliates, directors, supervisors, employees,
agents or advisors or any other party involved in the Global Offering accepts responsibility for any tax effects or
liabilities of holders of the Shares resulting from the subscription, purchase, holding or disposal of the Shares.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this prospectus, this
prospectus shall prevail unless otherwise stated.

EXCHANGE RATE

Solely for convenience purposes, this prospectus includes translations among certain amounts denominated
in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that the Renminbi amounts could
actually be converted into another currency at the rates indicated, or at all. Unless otherwise indicated, (i) the
translations of Renminbi into Hong Kong dollars in this prospectus are based on the rate of RMB1.00:
HK$1.1275, being the PBOC Rate prevailing on November 18, 2016 and (ii) the translations of U.S. dollars into
Hong Kong dollars are based on the rate of US$1.00: HK$7.7572, being the noon buying rate as set forth in the
H.10 statistical release of the United States Reserve Board on November 18, 2016.
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ROUNDING

Any discrepancies in any table in this prospectus between total and sum of amounts listed therein are due to
rounding.

OVER-ALLOTMENT OPTION GRANTOR

Please refer to “Appendix IV — Statutory and General Information — Other Information — Particulars of
the Over-allotment Option Grantor” for information of the Over-allotment Option Grantor.
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DIRECTORS

Name

Address

Nationality

Executive Directors

Mr. Cai Wensheng (% 3CJI)

Mr. Wu Zeyuan (3515)

Non-executive Directors

Dr. Guo Yihong (i LLK)

Dr. Lee Kai-Fu (#B15)

Directors

Mr. Gan JP (H&IFF)m

Mr. Tan Hainan (i 5)@

Independent Non-executive Directors

Mr. Ko Chun Shun Johnson (= #%JIE)®

Mr. Zhou Hao (Jii)®

75B, Sun Tower
The Arch

1 Austin Road West
Kowloon

Hong Kong

Room 1104, No. 5

Huizhan Beili

Siming District

Xiamen City, Fujian Province
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20916 Fargo Drive, Cupertino
CA 95014
United States

No 22, 4th Floor

Lane 154
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Taiwan
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No. 88 Century Boulevard
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Shanghai
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Hong Kong
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Hong Kong
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Chinese (Hong Kong)

Chinese
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name Address Nationality

Ms. Lo Po Man (£ % 30)® D11 Regalia Bay Chinese (Hong Kong)
88 Wong Ma Kok Road
Stanley
Hong Kong

Notes:

(1) Mr. Gan will resign and cease to be a Director upon Listing.
2) Mr. Tan will resign and cease to be a Director upon Listing.
3) Effective from the Listing Date.

Further information is disclosed in the section headed “Directors and Senior Management” in this
prospectus.
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Joint Sponsors Morgan Stanley Asia Limited
Level 46, International Commerce Centre
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Hong Kong
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Credit Suisse (Hong Kong) Limited
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48/F, One Exchange Square

Central

Hong Kong
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12/F., CCB Tower

3 Connaught Road Central
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Hong Kong

CMB International Capital Limited

Units 1803-4, 18/F, Bank of America Tower
12 Harcourt Road
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AMTD Asset Management Limited
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AMTD Asset Management Limited
Suite 1308, 13/F, AIA Central

1 Connaught Road

Central

Hong Kong

GF Securities (Hong Kong) Brokerage Limited
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INDUSTRY OVERVIEW

Certain information, including statistics and estimates, set forth in this section and elsewhere in this
prospectus have been derived from two industry reports, namely the iResearch Report and the Frost &
Sullivan Report, commissioned by us in connection with the Global Offering and independently prepared by
iResearch and Frost & Sullivan, respectively. We believe that the sources of such information are appropriate,
and we have taken reasonable care in extracting and reproducing such information. We have no reason to
believe that such information is false or misleading or that any fact has been omitted that would render such
information false or misleading in any material respect. However, neither we nor any other party involved in
the Global Offering have independently verified such information, and neither we nor any other party involved
in the Global Offering are giving any representation as to the accuracy or completeness of such information.
As such, investors are cautioned not to place any undue reliance on the information, including statistics and
estimates, set forth in this section or similar information included elsewhere in this prospectus. For a
discussion of risks relating to our industries, please refer “Risk Factors — Risks Relating to Our Business and
Industries”.

OVERVIEW

We currently offer a portfolio of innovative photo and community apps, Meitu smartphones and a mobile
game. Historically, we focused on maintaining quality user experience and limited monetization of our user base.
We began selling Meitu smartphones in 2013 as our first major monetization initiative. The strategy proved
successful, and the sale of smartphones contributed a significant majority of our revenue during the Track Record
Period. Going forward, we plan to diversify our monetization efforts and explore further monetization
opportunities. As a result of the foregoing, we have included in this section discussions of the mobile Internet,
photo app and short-form video platform markets and potential monetization opportunities such as online
advertising, e-commerce and live streaming, in addition to discussions of the smartphones market.

SOURCES OF INFORMATION

In connection with the Global Offering, we commissioned iResearch and Frost & Sullivan to conduct
market research concerning certain Internet-related industries and China’s smartphone industry. We
commissioned iResearch to conduct market research concerning the photo app, short-form video platform,
e-commerce and live streaming markets because we believe that iResearch has specialized research capabilities
and experience in tracking user data for Internet-related industries in China. We commissioned Frost & Sullivan
to conduct market research concerning China’s smartphone market and the global mobile Internet and online
advertising markets because we believe that Frost & Sullivan has specialized research capabilities and experience
for the smartphone market and comparisons between China and international markets. Each of iResearch and
Frost & Sullivan uses different assumptions and estimates, and limitations on certain data available to them may
impact the comparability of certain industry data. See “Risk Factors — Risks Relating to Our Business and
Industries — Differences in the assumptions and estimates adopted by the two industry consultants that we
commissioned to prepare reports and limitations on certain data available to them may impact the comparability
of certain industry data”.

The iResearch Report

iResearch is an independent market intelligence provider, which provides market research, information and
advice to companies in various industries, including the Internet and information technology industry. We have
agreed to pay a commission fee of approximately RMB400,000 for the iResearch Report, which is dated as of
November 20, 2016. The iResearch Report was compiled using both primary and secondary research conducted
in China. The primary research involved an online survey completed by a statistically significant random sample
of individuals living in China from June 23, 2016 through July 4, 2016. The secondary research utilized
information and statistics published by government departments, publications and studies by industry experts,
public company annual and quarterly reports, iResearch’s other research reports, online resources and data from
iResearch’s research database. iResearch integrates analyses from iUserTracker and mUserTracker, research
systems regarding PC and mobile Internet-users’ online behavior, respectively.



INDUSTRY OVERVIEW

iResearch’s projection on the size of each of the Internet-related markets in China takes into consideration
various factors, including (i) historical market size data, (ii) the public filings of, and other publicly available
information concerning, major photo app developers, short-form video platform operators, e-commerce
companies and live streaming platform operators, and those companies’ projections of their own results of
operations from iResearch’s interviews or communications with them, (iii) the projections of other industry
experts, and (iv) iResearch’s views and estimates of industry developments. iResearch’s projection on the size of
user base is based on certain assumptions, including (i) the expected growth rate of China’s economy and GDP
and (ii) the level of improvement of Internet infrastructure, Internet data cost and Internet speed in China, and
takes into account other factors including historical data concerning the size of user base and user behavior. The
reliability of the iResearch Report may be affected by the accuracy of the foregoing assumptions and factors.

The Frost & Sullivan Report

Frost & Sullivan is an independent global consulting firm that offers industry research and market
strategies covering various industries including technology, media, telecom and consumer products. We have
agreed to pay a commission fee of approximately RMB280,000 for the Frost & Sullivan Report, which is dated
as of November 21, 2016. In preparing the Frost & Sullivan Report, Frost & Sullivan has conducted primary
research, which involved discussion about the status of the China smartphone industry, global Internet, mobile
Internet and online advertising industries with industry experts and leading industry participants. Frost &
Sullivan has also conducted secondary research, which involved the review of public data published by official
institutions, public company reports, independent research reports and data from Frost & Sullivan’s own research
database. Frost & Sullivan’s projections on market sizes are based on its market forecasting methodology, which
takes into consideration various factors, including (i) historical data, (ii) macroeconomic environment, (iii) key
market drivers and restraints of the related market estimated by Frost & Sullivan, and (iv) expert opinions on the
future development. Frost & Sullivan’s projections on the market sizes of the China smartphone market, global
mobile Internet and online advertising market are based on certain assumptions, including: (i) the stability of
Global and China’s social, economic and political environment; (ii) related key industry drivers remain relevant
and applicable in the forecast period; and (iii) there will be no subversive changes happened to related industries.
Frost & Sullivan’s estimation of the market size of global online advertising market is also based on certain
assumptions, including: (i) the expected growth of mobile Internet users in different countries; and (ii) the
expected increase in usage frequency and average time spent on mobile Internet by mobile Internet users in
China and different countries.

Directors’ Confirmation

After making reasonable enquiries, our Directors confirm that there has been no adverse change in the
market information presented in the iResearch Report or the Frost & Sullivan Report since the date of each report
which may qualify, contradict or impact the information in this Industry Overview section.

MOBILE INTERNET

In recent years, mobile Internet adoption rate has grown rapidly around the world. According to the
Frost & Sullivan Report, there were 619.8 million, 222.4 million, 72.1 million, 44.8 million and 22.3 million
mobile Internet users in China, India, Brazil, Indonesia and Thailand as of December 31, 2015, respectively.
According to the same report, as of December 31, 2015, the number of mobile Internet users as a percentage of
total population in each of China, India, Brazil, Indonesia and Thailand was 45.1%, 17.2%, 35.3%, 17.5%, and
32.4%, respectively, compared to 75.1%, 74.8% and 62.3% in the U.S., EU and Japan, respectively, indicating
significant growth potential for mobile Internet-related businesses in the aforementioned developing countries.
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The following table sets forth the number of mobile Internet users and penetration rate in the indicated
countries as of December 31 of each specified year.

Mobile Internet user and penetration rate” in 2013-2020E

(in millions)

2013 2014 2015 2016E 2017E  2018E 2019E  2020E

China.........ooooiiiiii 500.1 556.8 619.8 6843 7479 809.2 871.5 9343
Penetration rate (%)) ...........ccoeeviiiiiiniiiinnn.. 36.8% 40.7% 45.1% 49.5% 53.9% 58.0% 62.2% 66.3%
India.....oooooiiiii 137.3 1847 2224 262.8 309.3 366.5 4383 5254
Penetration rate (%)) ...........ccoeeiiiiiiiniiiinnn.. 10.9% 14.5% 17.2% 20.1% 23.3% 27.3% 32.2% 38.1%
EU Lo 3454 363.7 381.77 399.2 4159 4328 450.2 468.6
Penetration rate (%)) ...........ccoeeiiiiiiiniiiinnn.. 68.1% 71.6% 74.8% 782% 81.4% 84.6% 87.8% 91.3%
US. 200.2 2209 241.6 259.7 273.1 286.8 300.2 313.1
Penetration rate (%)) ...........ccoeeeiiiiiiniiiinnn.. 63.2% 69.2% 75.1% 80.1% 83.6% 87.1% 90.5% 93.3%
Brazil..........oooooii 508 623 721 816 90.0 984 107.1 1158
Penetration rate (%)) ..........cccooeviiiiiiniiiinnn.. 25.3% 30.7% 35.3% 39.6% 43.3% 47.0% 50.8% 54.6%
Indonesia..........ccooeeviiiiiiiiii 324 386 448 522 606 70.1 804 914
Penetration rate (%)) .........ccccoeeeiiiiiiniiiinnn.. 13.0% 153% 17.5% 20.2% 23.1% 26.4% 29.9% 33.5%
Japan ... 714 756 789 81.6 840 863 885 90.6
Penetration rate (%)) .........ccccoeeviiiiiiniiiinnn.. 56.1% 59.5% 62.3% 64.7% 66.8% 68.9% 71.0% 72.8%
Thailand ... 162 199 223 245 269 302 339 382
Penetration rate (%)) .........ccccoeeiiiiiiiniiiinnn.. 23.7% 29.0% 32.4% 35.5% 38.9% 43.6% 48.9% 55.1%

Source: Frost & Sullivan Report

Note:
(1) Penetration rate is defined as the number of mobile Internet users as a percentage of total population.

Meanwhile, smartphones have become more integral to people’s daily lives. The increasingly sophisticated
and diverse functionalities of smartphones, both in terms of hardware and software, have enabled people to easily
generate, share and discover visual content, including photos and videos, and interact with friends and others
anytime and anywhere. According to the iResearch Report, social networking and video sharing and viewing
were among the most popular activities on mobile Internet in China. As people seek to express themselves and
connect with each other through quality photos and videos, apps and platforms that enable creating, editing and
sharing photos and videos have gained significant popularity in recent years.

PHOTO APPS

People increasingly use online photo-sharing as shorthand for self-expression, an engaging way of
communicating and socializing. According to the iResearch Report, in June 2016, approximately 70.5% of social
network users in China shared at least one photo per week.

Photo apps that allow users to easily take and enhance their photos are particularly useful for spontaneous
photo-sharing and adding instant color to online socializing. As a result, photo apps have resonated well with
users and become an increasingly integral part of people’s social lives online. According to the iResearch Report,
approximately 21.3% of people who had shared photos on social networks in China indicated that they used
photo apps to enhance photos every time before sharing them on social networks, while 40.6% indicated that they
processed photos in a majority of instances before they shared such photos.
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The following chart sets forth the historical and estimated future size of China’s photo app market as
measured by the number of annual average MAUs.

China Photo App Market Size

(Annual Average MAUs in millions)
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Source: iResearch Report

Note: The number of annual average MAUs in the above chart equals the average number of MAUs of the twelve calendar months in each
specified year. The number of MAUSs of a calendar month for the photo app market refers to the number of devices that have accessed
photo apps during that month.

According to the iResearch Report, innovative and easy-to-use functions and features, scale and first-
mover advantage are critical for photo apps to be successful in China. According to the same report, the top five
photo apps in China as measured by the average MAUs for the ten months ended October 31, 2016 were
BeautyCam (FEZIH#E), Meitu (F#EH %7 ), Tencent’s Pitu (KKXPFE]), Camera360 (#1#£360), and MakeupPlus
(FEMAEE), which had penetration rates(") of 33.2%, 32.8%, 8.9%, 6.5% and 3.2%, respectively. The penetration
rate of each of BeautyCam and Meitu was significantly higher than those of other photo apps due to their
innovative features catered to the demand of their large user base and the significant data insights and
technological capabilities that Meitu possesses, which allow ongoing optimization of BeautyCam and Meitu,
among its other apps. Meitu and BeautyCam have transformed the way users process and enhance photos, and
have played pivotal roles in precipitating the selfie phenomenon in China. According to a survey conducted by
iResearch in June 2016, approximately 53.5% of the photos posted on major social networks in China were
processed by Meitu’s photo apps.

Photo apps, such as Meitu and BeautyCam, which have enjoyed significant success in engaging users over
an extended period of time with innovative and easy-to-use features, are typically well-positioned to continue to
maintain leadership in the industry in terms of both penetration rate and user mind share. The proprietary data
that these apps collect result in critical insights for the respective developers, which, when combined with the
developers’ own technological and operational capabilities, allow continual optimization of the apps and user
experience. However, as general photo apps do not require substantial upfront investment or sophisticated
technological capabilities, there have been and potentially will be new entrants into the market, which may or
may not divert or impact user base and user loyalty of existing photo apps.

SHORT-FORM VIDEO PLATFORMS

As online video technology evolves, online video platforms have started to offer an increasing variety of
ways for users to easily create, share and watch video content. In recent years, short-form videos have gained
significant traction compared to licensed, professionally-produced long-form videos.

Short-form videos typically contain user-produced creative content. These videos, often seconds in
duration, are easily shared and accessed across the mobile Internet as they require relatively less time
commitment both in creation and viewing, as well as lower bandwidth and data usage compared to other online

M Penetration rate of a photo app equals the number of average MAUs of such photo app for the ten months ended October 31, 2016 as a
percentage of the estimated number of average MAUs for the photo app industry in China for the year ending December 31, 2016.
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video formats. These characteristics have allowed a number of short-form video platforms to rapidly amass large
communities of active and engaged users. In particular, public figures such as celebrities and KOLs frequently
generate content on short-form video platforms to connect with their followers, attracting a large number of
highly engaged users.

The rapidly expanding short-form video market in China is generally viewed as being at an early
developmental stage with significant growth potential. Users can choose to access short-form video platforms via
the relevant short-form video apps or through social network apps such as Weibo, Weixin/WeChat and mobile
browsers. As a result, short-form video platforms’ potential influence and monetization opportunities are not
limited to in-app users, but also extend to audiences outside of short-form video apps. The following chart sets
forth the historical and estimated future size of China’s short-form video platform market as measured by the
number of annual average monthly active devices.

China Short-form Video Platform Market Size

(Annual Average Monthly Active Devices in millions)

} CAGR 2015 - 2020E: 13.9% {
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Source: iResearch Report

Note: The number of monthly active devices for a short-form video platform in the above chart equals the number of devices that have
accessed the short-form video platform’s content through (i) the short-form video platform’s own app, (ii) mobile browsers or
(iii) other apps, at least once during a calendar month. If a given device accessed the short-form video platform’s content through
more than one means as aforementioned in a calendar month, such device will be counted as one monthly active device. The number
of annual average monthly active devices in the above chart equals the average number of monthly active devices of the twelve
calendar months in each specified year.

According to the iResearch Report, a broad range of engaging contents, user-friendly functions as well as
quality short-form video creators such as influential public figures and organizations on the platform determine
the sustainability of a short-form video platform’s business. According to the same report, the top five short-form
video platforms in China as measured by the number of average monthly active devices that accessed the
relevant short-form video platform’s own app for the ten months ended October 31, 2016 were Kwai (GIF F),
Meipai (#74), VivaVideo (/#), Miaopai (#7), and Xiaokaxiu (/MH75), which had penetration rates() of
64.2%, 21.3%, 4.1%, 3.6% and 3.4%, respectively. Meipai appeals to a large number of users with its broad
range of lifestyle content on its platform, proprietary recommendation engine and community features that
encourage interactions among users, live streaming hosts and short-form video creators. According to the
iResearch Report, Meipai’s broad range of content, including those in relation to fashion, traveling, gourmet and
celebrities, are particularly attractive to users in tier-one and tier-two cities in China, especially when compared
to other leading short-form video platforms. On the other hand, given the size of user base is an important factor
for a short-form video platform’s success, platforms that have strategic collaboration with other leading Internet
companies could potentially benefit from synergies with respect to user acquisitions. For example, Xiaokaxiu and
Miaopai have been enjoying such synergies through their relationship with Weibo, a major social media in
China.

M Penetration rate of a short-form video platform equals the number of average monthly active devices that accessed such short-form
video platform’s own app for the ten months ended October 31, 2016 as a percentage of the estimated number of average monthly
active devices that access one or more short-form video platforms in China via such platforms’ own apps for the year ending
December 31, 2016.
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OPPORTUNITIES FOR PHOTO APPS AND SHORT-FORM VIDEO PLATFORMS

Photo apps and short-form video platforms with large user bases are well-positioned to provide a range of
services to their users and business partners, including online advertising, e-commerce and live streaming, among
others.

Online Advertising

Online advertising presents increasingly attractive opportunities for advertisers, and advertising in China is
expected to continue to shift from traditional media to online media to optimize advertising exposure to users and
return on the marketing efforts. According to the Frost & Sullivan Report, online advertising market size in
China as measured by advertising spending on online media was RMB284.1 billion in 2015 and is expected to
achieve RMB708.9 billion in 2020, representing a CAGR of 20.1%. According to the same report, the percentage
of online advertising spending out of total advertising spending in China increased from 28.7% in 2013 to 33.6%
in 2015, and is expected to reach 44.8% in 2020. In particular, female consumers in China increasingly purchase
products online, presenting significant potential for online advertising of female-related goods. Online
advertising spending for the cosmetics, skin care, and personal care sectors in China is expected to grow from
RMB33.7 billion in 2015 to an estimated RMB125.1 billion in 2020, representing a CAGR of 30.0%, according
to the Frost & Sullivan Report.

The following chart sets forth the historical and estimated future size of China’s online advertising market
in terms of advertising spending.

China Online Advertising Market Size
(RMB in billions)
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Source: Frost & Sullivan Report

Mobile advertising has been a key driver for the growth of China’s online advertising market. The
following chart sets forth the historical and estimated future size of the mobile advertising market in China in
terms of advertising spending.

China Mobile Advertising Market Size
(RMB in billions)

} CAGR 2015 - 2020E: 38.7% i
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Source: Frost & Sullivan Report
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According to the Frost & Sullivan Report, China’s mobile advertising market size in terms of advertising
spending was approximately RMB91.2 billion in 2015 and is expected to reach RMB468.9 billion in 2020,
representing a CAGR of 38.7%. We believe that China’s mobile advertising market has significant growth
potential, as it is relatively underpenetrated compared to the mobile advertising markets in developed countries
such as the U.S. and Japan. According to the Frost & Sullivan Report, in 2015, average mobile advertising
spending on each mobile Internet user in China was RMB147.1, as compared to RMB639.9 in the U.S. and
RMB732.6 in Japan, respectively.

Photo apps and short-form video platforms provide effective channels for mobile advertising. The content
on such platforms is usually viewed by users as relevant and closely associated with daily life, making users
more receptive to the information in the advertisements displayed on such platforms. In addition, advertising on
short-form video platforms benefits from the fact that the online KOL-led fan economy is a new and fast-
evolving phenomenon in China’s e-commerce and digital marketing space. In particular, KOLs can be effective
in spurring online entertainment spending and shopping demand, due to their close connections with their fans.
According to the Frost & Sullivan Report, in 2015, the top ten online KOLs on YouTube on average generated
revenue of more than US$5 million globally. Top-tier KOLs in China on average generated annual revenue of
over RMB10 million in 2015, according to the same Report.

E-Commerce

In China, e-commerce categories such as cosmetics, skin care products and apparel present tremendous
opportunities. According to the iResearch Report, the GMV of China’s online retail market was RMB3.8 trillion
in 2015 and is expected to reach RMB10.5 trillion in 2020, representing a CAGR of 22.5%. Specifically, the
GMV of China’s online retail market for cosmetic and skin care products reached RMB182.3 billion in 2015, and
is expected to reach RMB548.2 billion in 2020, representing a CAGR of 24.6%. Additionally, the GMV of
China’s online retail market for apparel reached RMB816.5 billion in 2015 and expected to reach RMB1,798.5
billion in 2020, representing a CAGR of 17.1%.

According to the iResearch Report, the GMV of China’s mobile retail market was approximately
RMB2.1 trillion in 2015 and is expected to reach RMB7.9 trillion in 2020, representing a CAGR of 30.1%. In
2015, the GMV of China’s mobile retail market was 55.5% of the GMV of China’s overall online retail market,
and that percentage is expected to reach 75.0% in 2020, according to the iResearch Report.

The following table sets forth historical and estimated future GMV of China’s online and mobile retail
markets.

China Online Retail Market Size

2015-2020E
2013 2014 2015 2016E  2017E  2018E  2019E  2020E CAGR

Online retail GMV (RMB in

trillions) ...ovvevneieieiei e 1.9 2.8 3.8 5.0 6.2 7.5 8.9 10.5 22.5%
Mobile retail GMV (RMB in
trllioNS) vovvvveiiieee e, 0.3 0.9 2.1 34 4.5 5.5 6.6 7.9 30.1%

Online retail GMV for cosmetic and
skin care products (RMB in

billions)......ueiiiiiiiiiiieciiie 90.2 1336 1823  239.1 2994 3706 4534 5482 24.6%
Online retail GMV for apparel
(RMB in billions) ............eeunn.... 4272 6099 8165 999.0 1,200.0 1,391.2 1,588.8 1,798.5 17.1%

Source: iResearch Report

According to the iResearch Report, the overall mobile retail market in China is primarily dominated by a
few major e-commerce platforms, with Alibaba’s mobile retail commerce platforms contributing 80.6% of the
total market in terms of GMV for the six months ended June 30, 2016, followed by the mobile retail commerce
platforms operated by JD, Vipshop, Suning and Guomei, which contributed 7.5%, 2.5%, 1.1% and 0.6% of the
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total market in terms of GMYV, respectively. Certain of these platforms, such as those operated by Alibaba and
JD, generally offer a broad range of products and target a wide variety of consumers. As consumer adoption of
online shopping has increased significantly in recent years and as consumers have developed more specific
preferences for products and services, e-commerce platforms focusing on specific categories or demographics are
presented with opportunities to address these demands. In addition to product categories and demographic focus,
e-commerce platforms that leverage social and community features to engage consumers are also expected to
echo well with users who are highly active on online social networking platforms and media. Compared to
traditional e-commerce platforms, social e-commerce platforms can potentially capitalize on various attributes of
social communities, including viral content, KOL influence and frequent user interaction. Companies with highly
active user base are thus presented with significant e-commerce opportunities. For example, Meitu is well-
positioned to target its female user base and offer female-related products, such as cosmetics, skin care products
and apparel.

Live Streaming

Live streaming video platforms invite real-time interactions among users and with show hosts. Hosts of
live streaming services create video content, such as improvisational comedy, live singing and dancing and real-
time broadcast of events that drive higher user engagement levels due to their spontaneity, immediacy and
authenticity. A large number of live streaming videos are hosted by KOLs who create original, quality content
with popular appeal. The interactive nature of live streaming videos, coupled with the devoted fan bases of KOL
hosts, has created significant monetization opportunities such as in-app purchases of virtual gifts and
membership subscriptions. As users develop purchase habits on live streaming video platforms, the number of
paying users and average spending per user are both expected to increase.

The following chart sets forth the historical and estimated future size of China’s live streaming platform
market as measured by revenue, which includes revenue generated through membership subscription, advertising
and other value-added services provided by platforms hosting live streaming videos.

China Live Streaming Market Size
(RMB in billions)
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Source: iResearch Report

Different platforms offering live streaming videos in China have successfully adopted different strategic
focuses on a range of themes or target audience groups. Some of these platforms concentrate on specific themes
such as singing and dancing acts, while others may focus on fashion and makeup tips from celebrities and KOLs.
A live streaming platform that offers a broad spectrum of content addressing various interests and demographics
is expected to better attract a large user base and capitalize more diverse monetization opportunities and achieve
and maintain a more sustainable business model.
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SMARTPHONES

China’s Smartphone Market

According to the Frost & Sullivan Report, smartphone shipments in China grew from 423 million units in
2013 to 457 million units in 2015 and are expected to increase further to 652 million units in 2020, representing a
CAGR of 7.4% from 2015.

The following chart sets forth the historical and estimated future size of China’s smartphone market by
shipment.

China Smartphone Market Size by Shipment

(in million units)
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Source: Frost & Sullivan Report

Smartphone Components and Materials

Historically, a significant majority of our revenue was generated from the sale of smartphones. Main
components and materials for smartphones, ranked in order of cost as a percentage of our total cost of sales,
include displays, processors, memory chips, and front and rear cameras. According to the Frost & Sullivan
Report, the prices of the major components of mid-ranged smartphones remained relatively stable from 2013 to
2015. The prices of displays, processors and memory chips have slightly decreased, while prices of cameras have
slightly increased during the same period, which demonstrates the increasing emphasis on photo-taking quality of
smartphones.

The following table sets forth the historical average prices of displays, processors, memory chips, and front
and rear cameras for mid-range priced smartphones. These smartphones, which were sampled based on their
prices, typically have front cameras of over 8 megapixels and rear cameras of over 13 megapixels. The prices of
such smartphones range from RMB 1,500 to RMB3,500 per unit.

Year Ended December 31,

Component 2013 2014 2015
(RMB/unit)

DISPLAY . e e 186.4 181.9 173.7
PrOCE S SOT .o vttt s 132.8 125.6 112.1
MEMOTY CRIP «.e ittt e 91.8 923 873
Front CamiEra. .. ....veiii e et 948 99.6 103.5
Rear Cam@ra ......vviii e e 98.7 102.6 105.2

Source: Frost & Sullivan Report

The prices of our main components and materials, including prices of displays, processors, memory chips,
and front and rear cameras, as measured by cost as a percentage of our total cost of sales, were relatively stable
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during the Track Record Period. Historically, there have not been any fluctuations in the prices of our main
components and materials that materially affected the selling prices of our smartphones.

Our smartphones have cameras with higher resolutions compared to other smartphones with similar prices.
For the years ended December 31, 2013, 2014 and 2015, the average price of cameras with 20 megapixels or
more was RMB124.6, RMB131.2 and RMB136.4, respectively, according to the Frost & Sullivan Report.

Competitive Landscape of China’s Smartphone Market

China’s smartphone market is large, with certain players occupying significant market shares. Leading
smartphone brands in China include Huawei, Oppo, Vivo, Xiaomi and Apple, which had market shares of 16.0%,
15.0%, 13.2%, 10.2% and 8.1%, respectively, in terms of the number of smartphone units shipped in China in the
ten months ended October 31, 2016, according to the Frost & Sullivan Report. Smartphone shipment in China for
the ten months ended October 31, 2016 totaled 379.6 million units, according to the same report.

According to the Frost & Sullivan Report, product innovation, brand value, pricing and distribution
network are critical for smartphone companies’ success in China. As Chinese consumers become increasingly
sophisticated in smartphone selection, smartphones that are specifically designed with differentiating
functionalities are expected to gain more popularity in the market. Meitu smartphones, although with relatively
small shipment volume as compared to those of the aforementioned smartphone brands, have differentiated
themselves from others by enabling consumers to take high-quality selfies. Compared to smartphones targeting
the mass market, Meitu smartphones are designed to generate high-quality selfies with built-in proprietary image
processing algorithm and specialized image processors. Meitu smartphones distinctively feature higher resolution
cameras, auto-beautification functions, high-image quality in low-light conditions and ergonomic design for
selfie-taking. Due to the strong Meitu brand and their specific value proposition, Meitu smartphones have
established their reputation as specialized for high-quality selfie-taking, and have earned strong customer loyalty.

Meitu positions its smartphones as products that satisfy specific users’ desire for high-quality selfies and
does not intend to compete with major smartphone developers, such as Huawei, Oppo, Vivo, Xiaomi and Apple.
As a result, Meitu smartphones typically have lower production volume, especially when compared to major
smartphone developers’ products. In addition, Meitu outsources its manufacturing to OEMs, while large
smartphone developers typically have strong manufacturing capabilities and self-operated retail channels, which
give them broader and stronger control over supply chain management. Compared with these large smartphone
developers, smartphone developers relying more heavily on OEMs and distributors and retailers are exposed to
more third-party risks, including change or loss of raw material suppliers and distributors.

As we specialize in the sale of smartphones designed for high-quality selfies, we believe that a more
balanced insight can be gained into our smartphones’ competitive position by comparing ourselves with other
developers of smartphones designed for specialized uses, such as smartphones with particularly high megapixel
cameras, integrated with sophisticated image processing capabilities, rather than the smartphone market as a
whole. However, as of the date of this prospectus, no market share data is available for any of such specialized
smartphones, as most smartphone companies offer many different models and do not typically disclose sales and
shipment figures for individual models.
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OVERVIEW

Our business commenced in 2008 with the launch of Meitu (/7% 7% ), a smart and simple, user-friendly
product that allows one-click enhancement of photos. Our product portfolio has since expanded to include
smartphones, the sale of which generated a significant majority of our revenues during the Track Record Period,
and a portfolio of innovative photo and community apps.

Mr. Wu and Mr. Cai are the founders of our Company. Historically, our business operations in the PRC
were conducted through two companies, Meitu Networks and Meitu Mobile. Meitu Networks (formerly known
as Xiamen Shuzi Qingyuan Networks Technology Co. Ltd (18T F4 ARG A R)), was established in
the PRC on June 18, 2003 by Mr. Wu in collaboration with, Mr. Cai Chongzhen and Ms. Mei Feng, both of
whom are Independent Third Parties. At the time of establishment, Mr. Wu, Mr. Cai Chongzhen and Ms. Mei
Feng’s equity interests in Meitu Networks were 47%, 33% and 20%, respectively. Together, they invested
approximately RMB1 million from their personal finances to fund the incorporation and initial operations of
Meitu Networks, which was initially engaged in business operations unrelated to those that we commenced in
July 2008. Mr. Cai first acquired an interest in Meitu Networks when both Mr. Cai Chongzhen and Ms. Mei Feng
ceased to hold their interest in Meitu Networks on July 11, 2008. In October 2008, we launched our first product,
Meitu, a photo-enhancing application for PC through Meitu Networks. Following a series of equity transfers that
were legally completed in January 2014, Meitu Networks was held by Mr. Wu and Mr. Cai as to 48% and 52%,
respectively.

Following the success of Meitu, our Company’s first product, Meitu Mobile was established on March 1,
2013 in the PRC and held by Mr. Wu, Mr. Cai and Xiamen Longling as to 45%, 30% and 25%, respectively.
Through Meitu Mobile, we launched our first Meitu smartphone in June 2013.

In late 2013, we effected a series of changes to consolidate our interests in Meitu Networks and Meitu
Mobile and attracting further external investors to support our growing business. Our Company was incorporated
as an exempted company with limited liability in the Cayman Islands on July 25, 2013, and is the holding
company of our Group. On October 14, 2013, we established Meitu Home as a wholly foreign-owned enterprise
in the PRC whose entire equity interest was, and remains, held by Meitu HK (a wholly-owned Hong Kong
subsidiary of our Company). On December 10, 2013, we entered into separate sets of contractual arrangements
with Meitu Mobile and Meitu Networks (and their respective equity holders), respectively. The effect of the Old
Contractual Arrangements was to gain contractual control over Meitu Networks and Meitu Mobile and enable us
to consolidate their financial results with those of our Group. On June 13, 2014, Meitu Mobile was acquired by
Meitu HK for a total consideration of RMB20 million through entering a share transfer agreement based on
arm’s length negotiation as part of a reorganization from its then shareholders, Mr. Wu, Mr. Cai, Xiamen
Longling and Mr. Wang Chi Lam (an Independent Third Party who became a shareholder on May 16, 2014),
thereby becoming our directly-owned subsidiary on July 28, 2014, and the Old Contractual Arrangements ceased
to have effect with respect to Meitu Mobile. For more details, please see the paragraph headed “ The Corporate
Restructuring” in this section.

Mr. Cai, our founder, Chairman and executive Director, is an entrepreneur and well-known angel investor
in the Internet and technology industry. Mr. Cai established 265.com Inc. in 2004 and subsequently sold 265.com
Inc. to Google in 2007. Since then, Mr. Cai has become an influential figure in the Internet start-up community.
Mr. Cai has invested in various technology start-ups in the PRC including 58.com Inc., Baofeng Group Co. Ltd.
(TR B3 A FR 22 7]) and Feiyu Technology International Company Ltd.

Mr. Wu, our founder, Chief Executive Officer and executive Director, has been involved in the Internet
industry since 2000. Mr. Wu created and launched social networking platform, 520.com, in the PRC. Mr. Wu
began developing and researching photo-editing software in 2008.

We were registered with the Registrar of Companies in Hong Kong as a non-Hong Kong company under
Part 16 of the Companies Ordinance on September 26, 2016 under the Chinese corporate name ““J/&Z 7]
(EE 2 7)”. On October 5, 2016, we were served a notice under section 780 of the Companies Ordinance in
respect of our Chinese corporate name registered under Part 16 of the Companies Ordinance, which was, in the
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view of the Registrar of Companies, “the same as” that of a name that already existed in the index of company
names kept by the Registrar of Companies. We have obtained approval from, and have registered with, the
Registrar of Companies for adopting “Z[& .2 % as our approved name for carrying on business in Hong Kong on
October 28 and November 7, 2016, respectively.

BUSINESS MILESTONES

The following is a summary of our Group’s key business development milestones:

Date Event

June 2003 Meitu Networks (formerly known as Xiamen Shuzi Qingyuan Networks Technology Co.,
Ltd. (5130515 S 45 BHOA BRA /D)) established

October 2008 The current Meitu business commenced with the launch of our first product, Meitu, on PC
February 2011 Mobile version of Meitu launched as our first app

January 2013 Launched BeautyCam, our second major app

June 2013 First Meitu smartphone model was launched

July 2013 Meitu, Inc. incorporated in the Cayman Islands

February 2014 Total MAUs exceeded 100 million

May 2014 Launched Meipai, our video community app

October 2014 Our apps achieved over 1 million total users in each of ten overseas countries and regions
November 2015 Launched our first premium series smartphone, Meitu V4

January 2016 Launched live streaming function on Meipai

April 2016 Our apps achieved over 1 million total users in each of 20 overseas countries and regions

June 2016 Started to offer paid virtual gifts on Meipai

October 2016 Recorded total MAUSs of over 455 million
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OUR MAJOR SUBSIDIARIES AND OPERATING ENTITIES

The principal business activities, date of incorporation and date of commencement of business of each
member of our Group that made a material contribution to our results of operations during the Track Record
Period are shown below:

Date of
Name of company Principal business activities incorporation
Meitu Networks Development of photo apps, and a video and live streaming June 18, 2003
community (through Meitu Networks’ subsidiaries)
Meitu Mobile Production, promotion and sales of smartphones March 1, 2013
Meitu HK Sales of mobile communications products, purchases of foreign August 12,2013
sourced materials and promotion of our Group’s apps
Meitu Home Development of computer software and related consultation and October 14, 2013
services
Meitu Technology = Localization and marketing of our Group’s products in the United April 1, 2015
(Us) States

MAJOR SHAREHOLDING CHANGES OF OUR COMPANY

1.  Shareholding changes of our Company

Our Company was incorporated as an exempted company with limited liability in the Cayman Islands on
July 25, 2013 as the ultimate holding company of our Group. Upon its incorporation, the authorized share capital
of our Company was US$50,000 divided into 500,000,000 shares with a par value of US$0.0001 each.

(1)  Upon its incorporation on July 25, 2013, our Company issued a total of 100,000,000 ordinary shares with a
par value of US$0.0001 each for total consideration of US$10,000 in the following manner to reflect the
interests of Mr. Wu and Mr. Cai in Meitu Networks and Meitu Mobile:

Name Number of ordinary shares with a par value of US$0.0001 each
Osiris International Cayman Limited® .............. 1

Baolink Capital D@G) ... 23,999,999

Longlink Capital®®) ... 31,000,000

Xinhong Capital ®®) ... 30,000,000

Ultra Colour® .........cooiiiiiiiiiiiiiiiiiiinines 15,000,000

Notes:

(1) The one share issued to Osiris International Cayman Limited, an Independent Third Party, was subsequently transferred to
Baolink Capital on the same day.

(2) Baolink Capital owns 24,000,000 ordinary shares with a par value of US$0.0001 each including the one share transferred from
Osiris International Cayman Limited. Baolink Capital was previously wholly-owned by Ms. Wang, the spouse of Mr. Cai.
Ms. Wang transferred her entire equity interest in Baolink Capital because she has never been involved in the business of our
Group and she has been accustomed to act in accordance with the instructions of Mr. Wu and Mr. Cai.

3) The entire interest of Longlink Capital is held by Longlink Limited, which in turn is held by Lion Trust (Singapore) Limited as
the trustee for the benefit of Mr. Cai.

“4) The entire interest of Xinhong Capital is held by Easy Prestige Limited, which in turn is held by Lion Trust (Singapore)
Limited as the trustee for the benefit of Mr. Wu.

(5) Pursuant to the Concert Party Agreement, the Concert Group has confirmed that its members have been acting in concert since
the inception of our Company and at any prior period of time where any member of the Concert Group held interests in any
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(ii)

(iii)

(iv)

companies or entities that now comprise our Group. For details, please see the paragraph headed “Concert Party Agreement” in
this section.

(6) The entire interest of Ultra Colour is held by Ultra Colour Limited, which in turn is held by Lion Trust (Singapore) Limited as
the trustee for the benefit of Mr. Cai Rongjia, the son of Mr. Cai.

On October 30, 2013, the authorized share capital of our Company was changed from US$50,000 divided
into 500,000,000 shares of a par value of US$0.0001 each to US$50,000 divided into 500,000,000 shares of
a par value of US$0.0001 each, consisting of 488,888,889 ordinary shares of a par value of US$0.0001
each and 11,111,111 Original Series A Preferred Shares by the re-designation of 11,111,111 authorized and
unissued ordinary shares of US$0.0001 each into 11,111,111 Original Series A Preferred Shares. On
October 30, 2013, the Company issued a total of 11,111,111 Original Series A Preferred Shares (which
were subsequently reclassified as “Series A-1 Preferred Shares” on January 24, 2014) to Innovation Works
Development Fund, L.P., Innovation Works Development Fund II, L.P. and Innovation Works Parallel
Fund II, L.P. at a price of US$0.45 per share for total consideration of US$5 million.

On December 10, 2013, the Company issued a total of 100,000,000V ordinary shares with a par value of
US$0.0001 for total consideration of US$10,000 in the following manner:

Number of new ordinary shares issued

Name with a par value of US$0.0001 each
Baolink Capital .........c.viuiiniiiiiiiii e 24,000,000
Longlink Capital ..........covoiiiiiiii 31,000,000

Xinhong Capital Limited .........cooviiiiiiiiiiiii e 26,666,667

UREa COlOUT ..oeiiii e e e 18,333,333

Note:

(D In addition to the 100,000,000 ordinary shares with a par value of US$0.0001 issued to the above shareholders on
December 10, 2013, the Company also issued 11,111,111 ordinary shares with a par value of US$0.0001 to Sina Hong Kong
Limited, an Independent Third Party, at nominal value to reflect its interest in Meitu Networks and then we subsequently
repurchased such shares from Sina Hong Kong Limited on January 24, 2014 for a total consideration of US$8 million in order
to recognize Sina Hong Kong Limited’s disposal of its entire investment in Meitu Networks. The repurchased shares were then
cancelled immediately. The consideration was determined at arm’s length negotiation taking into account the value of the
Group at the material time.

On January 24, 2014, the authorized share capital of our Company was reclassified into US$50,000 divided
into 500,000,000 shares of a par value of US$0.0001 each, comprising of 432,713,451 ordinary shares of a
par value of US$0.0001 each, 11,111,111 Series A-1 Preferred Shares, 41,730,994 Series A-2A Preferred
Shares and 14,444,444 Series A-2B Preferred Shares. On January 24, 2014, the Company repurchased
3,333,333 ordinary shares with a par value of US$0.0001 each from Ultra Colour for a total consideration
of US$2.4 million in order to reflect the partial disposal of Ultra Colour’s interest in the Group, and the
shares so repurchased were cancelled immediately. The consideration was determined at arm’s length
negotiation taking into account the value of the Group at the material time.

On January 24, 2014, the Company issued a total of 41,730,994 Series A-2A Preferred Shares for a total

consideration of US$44.6 million and 14,444,444 Series A-2B Preferred Shares for a total consideration of
US$10.4 million.
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v)

(vi)

As a result, the shares were held in the following manner:

Name Type and number of shares
Innovation Works Development Fund, L.P. ............. 5,555,556 Series A-1 Preferred Shares™
1,043,275 Series A-2A Preferred Shares
Innovation Works Development Fund IL, L.P. .......... 5,272,222 Series A-1 Preferred Shares()
990,068 Series A-2A Preferred Shares
Innovation Works Parallel Fund II, L.P. .................. 283,333 Series A-1 Preferred Shares)
53,207 Series A-2A Preferred Shares
IDG-Accel China Growth Fund IIT L.P. .................. 18,509,991 Series A-2A Preferred Shares
6,744,111 Series A-2B Preferred Shares
IDG-Accel China III Investors L.P. .................oo..... 1,312,231 Series A-2A Preferred Shares
478,111 Series A-2B Preferred Shares
Qiming Managing Directors Fund III, L.P. .............. 605,688 Series A-2A Preferred Shares
220,682 Series A-2B Preferred Shares
Qiming Venture Partners I, L.P. ......................... 19,216,534 Series A-2A Preferred Shares

7,001,540 Series A-2B Preferred Shares

Note:

(1) 11,111,111 Original Series A-1 Preferred Shares were originally issued to Innovation Works Development Fund, L.P.,
Innovation Works Development Fund II, L.P. and Innovation Works Parallel Fund II, L.P. on October 30, 2013 for a total
consideration of US$5 million which were subsequently reclassified as Series A-1 Preferred Shares.

On May 28, 2014, the authorized share capital of our Company was changed from US$50,000 divided into
500,000,000 shares of a par value of US$0.0001 each, comprising of 432,713,451 ordinary shares of a par
value of US$0.0001 each, 11,111,111 Series A-1 Preferred Shares, 41,730,994 Series A-2A Preferred
Shares and 14,444,444 Series A-2B Preferred Shares to US$50,000 divided into 500,000,000 shares of a
par value of US$0.0001 each, comprising of 380,110,410 ordinary shares of a par value of US$0.0001
each, 11,111,111 Series A-1 Preferred Shares, 41,730,994 Series A-2A Preferred Shares, 14,444,444 Series
A-2B Preferred Shares and 52,603,041 Series B Preferred Shares by the re-designation of 52,603,041
authorized and unissued ordinary shares of US$0.0001 each into 52,603,041 Series B Preferred Shares. On
May 28, 2014, the Company issued a total of 52,603,041 Series B Preferred Shares for a total consideration
of US$114.5 million, in the following manner:

Name Number of Series B Preferred Shares
Internet Fund IT Pte. Ltd. ... 35,374,971
H Capital I, L.P. oo 1,378,246
Ceyuan Ventures III, L.P. ..o 6,647,279
Ceyuan Ventures Advisors Fund ITI, LLC, ...........coooiiiiiiiiiin, 243,949
IDG-Accel China Growth Fund IIT L.P....................., 4,290,019
IDG-Accel China IIT Investors L.P. ..ottt 304,133
Bright Ease Holdings Limited ............coooiiiiiiiiiiiiiiieececee, 4,364,444

On January 6, 2015, our Company changed its authorized share capital to US$60,000 divided into
600,000,000 shares with a par value of US$0.0001 each by the creation of an additional 100,000,000
ordinary shares of US$0.0001 par value each and the subsequent re-designation of 34,457,408 authorized
and unissued ordinary shares of US$0.0001 par value each into 34,457,408 Series C Preferred Shares, such
that the authorized share capital became US$60,000 divided into 600,000,000 shares with a par value of
US$0.0001 each comprising of 445,653,002 ordinary shares with a par value of US$0.0001 each,
11,111,111 Series A-1 Preferred Shares, 41,730,994 Series A-2A Preferred Shares, 14,444,444 Series A-2B
Preferred Shares, 52,603,041 Series B Preferred Shares, and 34,457,408 Series C Preferred Shares.
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On the same day, the Company issued 34,457,408 Series C Preferred Shares for a total consideration of
US$190 million, in the following manner:

Name Number of Series C Preferred Shares
Assets Eagle Global Limited ...........ccvviuiiiiiiiiiiiieeeieeeen 25,389,670
Internet Fund I Pte Ltd......oooimini e 4,624,547
Colour Leap Limited .........ooouiiiiiiiiiiiii e 1,722,870
IDG-Accel China Growth Fund HHT L.P. ..o 846,745
IDG-Accel China III Investors L.P. ..o 60,028
Qiming Venture Partners ITI, L.P. ..., 879,067
Qiming Managing Directors Fund ITII, L.P. ................cocon. 27,707
H Capital I, L.P. oo 906,774

(vii) On April 20, 2016, the authorized share capital of the Company was redesignated and reclassified into
431,337,212 ordinary shares with a par value of US$0.0001 each, 11,111,111 Series A-1 Preferred Shares,
41,730,994 Series A-2A Preferred Shares, 14,444,444 Series A-2B Preferred Shares, 52,603,041 Series B
Preferred Shares, 34,457,408 Series C Preferred Shares and 14,315,790 Series D Preferred Shares by the
re-designation of 14,315,790 authorized and unissued ordinary shares of US$0.0001 par value each into
14,315,790 Series D Preferred Shares.

On same day, the Company issued a total of 14,315,790 Series D Preferred Shares for a total consideration
of US$136 million in the following manner:

Name Number of Series D Preferred Shares
Bright Ease Holdings Limited .............ccooooiiiiiiiiiiiice, 368,421

Colour Leap Limited .......c.uieniiniiiiiii e 157,895

KeywWise MT ... e 3,263,158

China Merchants Securities Investment Management (HK) Co.,

LAMIted .ooovnieiii e 210,526
Harvest Investment Management COrporation .............c.veuueeneunienennenne. 1,157,895
Bliss Moment Limited .........coovvininiiiiii e 736,842
Lucky Hand Global Limited .........c.ccoiiuiiiiiiiiiiinncc e 4,210,526
A Plus Global Holdings Ltd. .........coiiiiiiiii e 1,052,632
King Terrace LAmited .......c.ocuuiiniiniiiiiie e 3,157,895

For further details of the share subscriptions above, please see the paragraph headed ‘Pre-IPO
Investments” in this section.

2.  Share Subdivision

On November 25, 2016, our shareholders resolved, among other things that, subject to the Global Offering
becoming unconditional, all the issued and unissued Preferred Shares will be reclassified and redesignated as
ordinary shares of US$0.0001 par value each, following which each issued and unissued ordinary share of
US$0.0001 par value each of the Company will be subdivided into 10 Shares of US$0.00001 par value each such
that the authorized share capital of the Company shall be US$60,000 divided into 6,000,000,000 Shares of par
value US$0.00001 each and the issued share capital (including those Preferred Shares to be reclassified and
redesignated as ordinary shares on the Listing Date) shall be US$36,532.95 divided into 3,653,294,550 Shares of
US$0.00001 par value each.

3.  Concert Party Agreement

The Concert Group, comprised of Mr. Wu, Mr. Cai and Ms. Wang (including where applicable any entities
directly or indirectly controlled by them that directly hold the Shares), entered into the Concert Party Agreement
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on August 17, 2016 pursuant to which the Concert Group has undertaken to vote unanimously for any resolutions
proposed at Board meetings and Shareholder meetings (as applicable) of our Company and confirmed that they
had acted in concert in respect of their equity interests in our Company since the incorporation of our Company
and at any prior period of time where any member of the Concert Group held interests in any companies or
entities that now comprise our Group and, in the case of Ms. Wang, up until her ceasing to hold her interest in the
Group. Ms. Wang (as the spouse of Mr. Cai) and her controlled entity, Baolink Capital, have been accustomed to
act in accordance with the instructions of Mr. Wu and Mr. Cai, therefore, on January 28, 2016, she transferred all
her Shares indirectly held through Baolink Capital to Mr. Cai. In addition, under the Concert Party Agreement
and consistent with the practice adopted since the Company’s inception, if the Concert Group is unable to reach
unanimous consensus at any Board meetings and Shareholder meetings (as applicable), Mr. Wu will determine
how to vote for and on behalf of the Concert Group.

4. ESOP

The ESOP was adopted by the Board on February 15, 2014 and amended by resolution of the Board on
November 18, 2015. The overall limit on the number of underlying Shares pursuant to the ESOP is 116,959,070
Shares after the Share Subdivision. The number of underlying Shares pursuant to the outstanding options granted
under the ESOP amounts to 116,958,940 Shares (after taking into account the Share Subdivision to be conducted
immediately prior to the Listing), representing approximately 2.77% of the issued Shares immediately following
the completion of the Global Offering (assuming the options granted under the ESOP and the options which may
be granted under the Share Option Scheme are not exercised and no Shares are granted under the Share Award
Scheme). As of the Latest Practicable Date, we have conditionally granted options to 204 participants under the
ESOP. All the options under the ESOP were granted between February 15, 2014 and October 1, 2016 (both days
inclusive) and the Company will not grant further options under the ESOP. The exercise price of all the options
granted under the ESOP is US$0.30 (being US$0.03 after taking into account the Share Subdivision to be
conducted immediately prior to the Listing). A summary of the principle terms of the ESOP is set forth in the
section headed “Appendix IV — Statutory and General Information — Other Information — ESOP” in this
prospectus. Please also see “Waiver from Strict Compliance with the Listing Rules and the Companies (Winding
Up and Miscellaneous Provisions) Ordinance — Waiver and Exemption in relation to the ESOP” in this
prospectus.

BACKGROUND RELATING TO THE OLD CONTRACTUAL ARRANGEMENTS

On June 18, 2003, Meitu Networks (formerly known as Xiamen Shuzi Qingyuan Networks Technology
Co., Ltd. (BB HE&MEPHA A ) was established in the PRC by Mr. Wu in collaboration with two
Independent Third Parties, Mr. Cai Chongzhen and Ms. Mei Feng. At the time that Meitu Networks was
established, Mr. Wu, Mr. Cai Chongzhen and Ms. Mei Feng’s equity interest in Meitu Networks was 47%, 33%
and 20%, respectively. Meitu Networks has since effected a series of equity transfers and was owned by Mr. Cai
and Mr. Wu as to 52% and 48%, respectively, from January 9, 2014 onwards.

On March 1, 2013, Meitu Mobile was established in the PRC by Mr. Wu, Mr. Cai, and Xiamen Longling,
who held 45%, 30% and 25% interests in Meitu Mobile, respectively. On May 19, 2013, the shareholders of
Meitu Mobile resolved that Mr. Wu injected RMB4.5 million and Mr. Cai injected a further RMBS5.5 million into
the registered share capital of Meitu Mobile. The transaction was legally completed on May 31, 2013. As a
result, the equity interest in Meitu Mobile was held by Mr. Wu, Mr. Cai and Xiamen Longling as to 45%, 42.5%
and 12.5%, respectively. The pledges in relation to Meitu Mobile entered into originally by Mr. Wu, Mr. Cai and
Xiamen Longling were all deregistered on April 8, 2014.

On October 14, 2013, Meitu Home was established as a wholly foreign-owned enterprise in the PRC with
Meitu HK being its sole equity holder. The purpose of Meitu Home is to provide mobile and electronic
communication products and network technology and related consultation and services.

In order to comply with PRC laws and regulations while availing ourselves of international capital markets

and maintaining effective control over all of our PRC operations, we commenced a series of reorganization
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activities. On December 10, 2013, we entered into separate sets of contractual arrangements with Meitu Mobile
and Meitu Networks (and their respective equity holders), respectively:

° Meitu Home, Meitu Mobile, Mr. Wu, Mr. Cai and Xiamen Longling entered into an exclusive option
agreement, a shareholders’ voting agreement and an equity pledge agreement. Meitu Home and
Meitu Mobile entered into an exclusive consultation and services agreement. The registration of the
equity pledge agreement of the Old Contractual Arrangements with respect to Meitu Mobile was
completed on December 27, 2013.

° Meitu Home, Meitu Networks, Mr. Wu and Mr. Cai entered into an exclusive option agreement, a
shareholders’ voting agreement and an equity pledge agreement. Meitu Home and Meitu Network
entered into an exclusive business cooperation agreement. The registration of the equity pledge
agreement of the Old Contractual Arrangements with respect to Meitu Networks was completed on
January 13, 2014.

Pursuant to the Old Contractual Arrangements, Meitu Home acquired effective control of Meitu Mobile
and Meitu Networks, whereby its results were consolidated into those of our Group since December 27, 2013.

THE CORPORATE RESTRUCTURING

Historically, our business operations were conducted through subsidiaries and variable interest entities
owned or controlled by us. The corporate history and shareholding changes of our major operating subsidiaries
are set out below.

Prior to the incorporation of the Company and completion of the Contractual Arrangements, our Group’s
business was primarily carried out through Meitu Networks and Meitu Mobile.

1.  Acquisition of Meitu Mobile by Meitu HK

On June 13, 2014, the shareholders, Mr. Wu, Mr. Cai, Xiamen Longling and Mr. Wang Chi Lam (an
Independent Third Party who became a shareholder of Meitu Mobile on May 16, 2014), resolved to transfer their
entire equity interests in Meitu Mobile to Meitu HK. On the same day, (i) Mr. Wu transferred his 45% equity
interest in Meitu Mobile to Meitu HK for consideration of RMB9 million; (ii) Mr. Cai transferred his 42.5%
equity interest in Meitu Mobile to Meitu HK for consideration of RMBS8.5 million; (iii) Mr. Wang Chi Lam
transferred his 10% equity interest in Meitu Mobile to Meitu HK for consideration of RMB2 million; and
(iv) Xiamen Longling transferred its 2.5% equity interest in Meitu Mobile to Meitu HK for consideration of
RMB500,000. The consideration were determined on an arm’s length basis and legally completed on July 28,
2014. As a result, Meitu Mobile became a wholly foreign-owned enterprise of our Group and the Old Contractual
Arrangements ceased to have effect with respect to Meitu Mobile as we held a direct equity interest in Meitu
Mobile through Meitu Home.

2.  The Contractual Arrangements in respect of Meitu Networks

On December 20, 2015, Mr. Cai transferred 3% of his equity interest in Meitu Networks to Mr. Wu for
consideration of RMB960,000 determined based on the then registered capital of Meitu Networks and 49% of his
equity interest in Meitu Networks to Ms. Cai for a nominal consideration of RMBI1. The transaction was legally
completed on December 25, 2015. The entire equity interest in Meitu Networks is currently owned by Mr. Wu as
to 51% and Ms. Cai as to 49%.

As a result of the above change, on December 25, 2015, the existing Contractual Arrangements were
entered into in place of the Old Contractual Arrangements with respect to Meitu Networks. Mr. Wu’s and
Mr. Cai’s share pledges in relation to Meitu Networks under the Old Contractual Arrangements with respect to
Meitu Networks were deregistered on January 28, 2016 and December 17, 2015, respectively. Mr. Wu and
Ms. Cai pledged their shareholding interests in Meitu Networks to Meitu Home. The pledges were registered on
February 3, 2016. Due to applicable PRC laws and regulatory restriction on foreign ownership in the
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telecommunications industry and restrictions on foreign investors to conduct value-added telecommunications
services in the PRC, through the Contractual Arrangements, Meitu Home will assert management control over
the operations of, and enjoy substantially all the economic benefits of Meitu Networks, and its subsidiaries,
which in turn holds certain of the Group’s licenses and permits necessary to operate our business. Please refer to
the section headed “Contractual Arrangements” for details of the Contractual Arrangements.

3.  Restructuring of Meitu Huyu

On February 22, 2011, Meitu Huyu was established in the PRC as a wholly-owned subsidiary of Meitu
Networks. Subsequent to the transfer of business as described below, Meitu Huyu’s main purpose is to conduct
the research and development of our products.

On July 27, 2016, Meitu Home Beijing was established in the PRC as a wholly-owned subsidiary of Meitu
Home. Meitu Home Beijing was established for the purpose of operating the promotion business of Meitu Huyu
that are not subject to any foreign investment restrictions under applicable PRC laws and ensuring that the
Contractual Arrangements are narrowly tailored in accordance with the requirements of the Stock Exchange. As
a result, as of the date of this prospectus, Meitu Networks, Meitu Huyu and its other subsidiaries will only engage
in businesses subject to foreign investment restrictions under PRC laws and regulations.

On August 17, 2016, Meitu Home Beijing began the operation of the promotion business that are not
subject to any foreign investment restrictions under applicable PRC laws and was transferred from Meitu Huyu.
Please refer to the section headed “Contractual Arrangements” in this prospectus for details of the Contractual
Arrangements.

4.  Acquisition of Meipai Technology

In order to acquire certain licenses held by Meipai Technology, an inactive company established in the
PRC on November 17, 2005, Meitu Network entered into an investment transfer agreement with its original
shareholders on September 20, 2014. The original shareholders, Mr. Lv Zhiyong, Mr. Lv Zhiqiang and Mr. Liu
Dong, were all Independent Third Parties. The consideration paid was RMB7 million, which was determined
based on the then value of the assets held by Meipai Technology, and the transaction was completed on
February 5, 2015. Meipai Technology was acquired to develop our audio-visual business.

A simplified corporate structure prior to the completion of the Corporate Restructuring is set out below:

Meitu HK
offhove _ _ _ _ _ _ _ _ _ _ _ _ __ W% .
onshore
. Xiamen Mr. Wang .
Mr. Wu Mr. Cai Longling Chi Lam Mr. Cai Mr. Wu
45% 42.5% 2.5% 10% 52% 48%
[
Meitu Mobile Meitu Home }----- Meitu Networks
Old Old 100%
Contractual Contractual
Arrangements Arrangements | pfeity Huyu
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A simplified corporate structure upon completion of the Corporate Restructuring is set out below:

Meitu HK
offshore 100%
onshore Ms. Cai Mr. Wu
49% 51%
Contractual
100% | 100% Arrangements |
| Meitu Mobile | | Meitu Home |~ ———————————— 1 Meitu Networks |
100% 100% 100%
Meitu Home Beijing Meipai Technology Meitu Huyu

Our PRC Legal Advisor has confirmed that all relevant approvals and permits in relation to the share
transfers in respect of the PRC companies in our Group as described above had been obtained and the procedures
involved had been carried out in accordance with PRC laws and regulations. Our PRC Legal Advisor confirms
that the share transfers in respect of PRC companies have been properly and legally completed.

We did not conduct any major acquisitions, disposals or mergers throughout the Track Record Period. Over
the Track Record Period, we have invested an aggregate of approximately RMB324 million in different
companies in China and overseas that have technologies or businesses that supplement ours and benefit our
business. Please refer to note 11 of “Appendix I — Accountant’s Report”. None of these companies are our
subsidiaries and we do not consider any of these investments to be material, either individually or in aggregate.

PRE-IPO INVESTMENTS

1. Overview
Our Company underwent five rounds of Pre-IPO Investments:

° On October 22, 2013, the Company and Mr. Wu, among others, entered into the Series A-1 Preferred
Share Purchase Agreement with the Series A-1 Preferred Shareholders, pursuant to which the
Series A-1 Preferred Shareholders agreed to subscribe for total 11,111,111 Series A-1 Preferred
Shares (which were subsequently reclassified as “Series A-1 Preferred Shares” on January 24, 2014)
at a price of US$0.45 per share for total consideration of US$5 million. The allotment of Series A-1
Preferred Shares was completed on October 30, 2013.

° On January 16, 2014, the Company and Mr. Wu, among others, entered into the Series A-2 Preferred
Share Purchase Agreement with the Series A-2 Preferred Shareholders, pursuant to which the
(1) Series A-2A Preferred Shareholders agreed to subscribe for total 41,730,994 Series A-2A
Preferred Shares at a price of US$1.06875 per share for total consideration of US$44.6 million, and
(ii) Series A-2B Preferred Shareholders agreed to subscribe for total 14,444,444 Series A-2B
Preferred Shares at a price of US$0.72 per share for total consideration of US$10.4 million. The
allotment of Series A-2 Preferred Shares was completed on January 24, 2014.

o On May 28, 2014, the Company and Mr. Wu, among others, entered into the Series B Preferred
Share Purchase Agreement with the Series B Preferred Shareholders, pursuant to which the Series B
Preferred Shareholders agreed to subscribe for total 52,603,041 Series B Preferred Shares at a price
of US$2.17668 per share for total consideration of US$114.5 million. The allotment of Series B
Preferred Shares was completed on May 28, 2014.

° On January 6, 2015, the Company and Mr. Wu, among others, entered into the Series C Preferred
Share Purchase Agreement with the Series C Preferred Shareholders, pursuant to which the Series C

—97 —



HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

Preferred Shareholders agreed to subscribe for total 34,457,408 Series C Preferred Shares at a price
of US$5.51405 per share for total consideration of US$190 million. The allotment of Series C
Preferred Shares was completed on January 6, 2015.

o On April 19, 2016, the Company and Mr. Wu, among others, entered into the Series D Preferred
Share Purchase Agreement with the Series D Preferred Shareholders, pursuant to which the Series D
Preferred Shareholders agreed to subscribe for total 14,315,790 Series D Preferred Shares at a price
of US$9.50 per share for total consideration of US$136 million. The allotment of Series D Preferred
Shares was completed on April 20, 2016.

The basis of determination for the consideration for the Pre-IPO Investments were from arm’s length
negotiations between our Company, the Pre-IPO Investors and our founders after taking into consideration the

timing of the investments and the status of our business and operating entities.

In connection with the Pre-IPO Investments, the Pre-IPO Investors entered into the Shareholders’
Agreement at the time of their relevant investment.
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2. Principal terms of the Pre-IPO Investments and Pre-IPO Investors’ Rights

The below table summarizes the principal terms of the Pre-IPO Investments:

Cost per Preferred Share
paid

Date of the agreement

Date on which investment
was fully settled

Discount to the Offer
Price®

Lock-Up Period

Use of Proceeds from the
Pre-IPO Investments

Strategic benefits of the Pre-
IPO Investors brought to
our Company

Note:

Series A-1 Series B Series C Series D
Preferred Series A-2 Preferred Preferred Preferred Preferred
Shareholders Shareholders Shareholders Shareholders Shareholders
US$0.45 US$1.06875 US$2.17668  US$5.51405 US$9.50
(Series A-2A
Preferred Shares)
US$0.72
(Series A-2B
Preferred Shares)
October 22, January 16, May 28, January 6, April 19,
2013 2014 2014 2015 2016
November 7, January 28, June 12, January 9, June 20,
2013 2014 2014 2015 2016
96.1% 90.8% 81.3% 52.7% 18.6%
(Series A-2A
Preferred Shares)
93.8%
(Series A-2B
Preferred Shares)

Any equity securities of the Company held by the Pre-IPO Investors will be
subject to lock-up for a maximum period of 180 days from the date of this
prospectus or the Price Determination Date as may be requested by the
Underwriters. Please refer to “Underwriting — Undertakings by other
Shareholders” for details of the lock-up arrangement undertaken by the Pre-IPO
Investors.

We utilized the proceeds for the development and operation of the business of the
members of the Group, including but not limited to, personnel recruitment, new
business and product development, technology infrastructure, office utilities and
marketing. As at the Latest Practicable Date, approximately 50% net proceeds
from the Pre-IPO Investments by the Pre-IPO Investors were utilized.

At the time of the Pre-IPO Investments, our Directors were of the view that our
Company could benefit from the additional capital that would be provided by the
Pre-IPO Investors’ investments in our Company and the Pre-IPO Investors’
knowledge and experience.

(1) The discount to the Offer Price is calculated based on the assumption that the Offer Price is HK$9.05 per Share, being the mid-point of
the indicative Offer Price range of HK$8.50 to HK$9.60, on the basis that 4,227,294,550 Shares are expected to be in issue
immediately upon completion of the Global Offering (including completion of the conversion of the Preferred Shares into ordinary
shares and the Share Subdivision to be effected prior to Listing), and assuming the options granted under the ESOP and the options
which may be granted under the Share Option Scheme are not exercised and no Shares are granted under the Share Award Scheme.
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In addition to the terms described above, the holders of the Preferred Shares have been granted the
following special rights, each of which shall automatically terminate immediately prior to Listing when the
Preferred Shares are converted into ordinary shares of US$0.0001 par value:

Conversion Rights

Dividend rights

Redemption rights

Optional conversion

At the option of the holder of Preferred Shares, a Preferred Share may be
converted into fully-paid and non-assessable shares based on the then
applicable conversion price.

Automatic conversion

The Preferred Shares shall be automatically converted into fully-paid, non-
assessable shares based on the then applicable conversion price
(i) immediately prior to the closing of a QIPO or (ii) (A) on the date
specified on a written request for such conversion from the holders of no
less than eighty-five (85%) of outstanding Series A Shares (calculated on
an as-converted basis) with respect to the conversion of the Series A
Preferred Shares, or (B) on the date specified on a written request for such
conversion from a majority of the Series B Preferred Shareholders, Series C
Preferred Shareholders and/or Series D Preferred Shareholders with respect
to the Series B Preferred Shares, Series C Preferred Shares and/or Series D
Preferred Shares (as applicable).

The necessary parties to the Shareholders’ Agreement have agreed that the

Global Offering is a QIPO and all Preferred Shares will be automatically
converted into Shares upon Listing.

Anti-dilution protection

The initial conversion ratio for each Preferred Share to ordinary share of
US$0.0001 par value shall be 1:1. The conversion ratio, which shall be
initially be based on the issue price of the Preferred Shares, shall be
adjusted from time to time by customary events such as share dividends,
subdivisions, combinations or consolidations of ordinary shares, other
distribution reclassification, exchange and substitutions, including, among
others, in the event of an issuance of new securities below the applicable
conversion price. The adjustment to the conversion ratio of the Preferred
Shares is not linked to the Offer Price or the market capitalization of our
Company upon Listing and is in line with the principles and requirements
promulgated by the Stock Exchange.

The Preferred Shareholders are entitled to receive dividends, prior and in
preference to any declaration or payment of any dividend on the shares or
any other class or series of shares at the rate of 8% of the original issue
price of the relevant Preferred Shares as applicable (as adjusted for any
subdivisions, consolidations, bonus issues, reclassifications and the like)
per annum on each Preferred Share payable in U.S. dollars and annually
when, as and if declared by the Board.

Each Preferred Shareholder is entitled to require and demand that we
redeem all or part of its Preferred Shares at any time after the occurrence of
any of the following events, whichever is earlier: (i) the fourth (4th)
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Information and inspection rights

Liquidation rights

anniversary date of the Series D Issue Date (as defined in the Existing
Articles), if no QIPO occurs on or prior to such date; (ii) any material
violation of applicable laws and regulations or any material breach of any
provisions in the Existing Articles, the applicable Pre-IPO Investment
Agreement, or any Ancillary Agreements (as defined in the applicable Pre-
IPO Investment Agreement) by any Group Company, any holder of shares,
Mr. Wu or Mr. Cai; (iii) any act of any Group Company, any holder of
shares, Mr. Wu or Mr. Cai that will or is reasonably expected to result in a
material adverse effect on any Group Company and/or the business
operations of any Group Company; or (iv) (A) in the case of a Series D
Preferred Shareholder, any Series A Preferred Shareholder, Series B
Preferred Shareholder or Series C Preferred Shareholder has requested the
Company to redeem its respective Preferred Shares; (B) in the case of a
Series C Preferred Shareholder, any Series A Preferred Shareholder or
Series B Preferred Shareholder has requested the Company to redeem its
respective Preferred Shares; or (C) in the case of a Series B Preferred
Shareholder, any Series A Preferred Shareholder has requested the
Company to redeem its Preferred Shares. For the avoidance of doubt, Series
A Preferred Shareholders have no right to require and demand that we
redeem all or part of its Preferred Shares under clause (iv).

The redemption price for each such Preferred Share shall be equal to
(1) 100% of the original issue price for such Preferred Share, plus (ii) 8%
per annum interest on the original issue price for such Preferred Share,
accrued during the period from the issue date of such Preferred Share until
the date on which the redemption price is paid in full for such Preferred
Share and (iii) any accrued but unpaid dividends thereon.

Each of the Pre-IPO Investors has by way of a waiver letter dated
August 16, 2016 agreed that to confirm and better reflect their mutual
understanding that the redemption rights above only be exercisable in
circumstances that would render a QIPO incapable of being consummated
and to irrevocably, unilaterally and unconditionally suspend their
redemption rights to require the Company to redeem the Preferred Shares
until the earlier of (i) March 31, 2017 or (ii) such date on which the Board
resolves to discontinue the Company’s application for the Listing. As such,
these redemption rights will not survive upon the Listing since they only
exist in the absence of a QIPO, which the Global Offering is currently
expected to be, and our shareholders have conditionally adopted the
Articles effective from the Listing Date consistent with the requirements of
the Listing Rules that do not contain these rights.

The Pre-IPO Investors have the right to receive certain financial statements
and other information about our Company. The Pre-IPO Investors have the
right to inspect the Group’s facilities, examine its books of accounts and
records and discuss each member of the Group’s affairs with its directors,
officers, employees, legal advisors and other personnel.

The Preferred Shareholders are entitled to receive an amount equivalent to
their initial investment plus all declared but unpaid dividends in preference
to any other Shareholders in the event of any liquidation, dissolution or
winding-up of the Company, whether voluntary or involuntary.
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Right to elect director and
participation in Board and Board
committee

Pre-emptive right

Right of first refusal and co-sale

Drag-along obligations

The holders of the first and second largest number of Series A-2 Preferred
Shares are each entitled to appoint one director (the “Series A Directors”)
to the Board and the holders of a majority of the outstanding Series B
Preferred Shares (calculated on as-converted basis) are entitled to appoint
one director (the “Series B Director”, together with the Series A Directors,
the “Preferred Directors”) to the Board. Moreover, each of the audit
committee, the compensation committee and other committees of the board
shall include each Preferred Director.

The Pre-IPO Investors also have the right to appoint a non-voting observer
to the Board and its committees and any boards of the Company’s affiliates.
Dr. Guo Yihong, being one of the Series A Directors appointed to the
Board on January 24, 2014 by IDG-Accel China Growth Fund III L.P. and
IDG-Accel China III Investors L.P. (who collectively hold 8.91% of our
Company as at the date of this prospectus), the holders of the largest
number of Series A-2 Preferred Shares, will remain as a non-executive
Director upon Listing. Mr. Gan JP, being the other Series A Director
appointed to the Board on January 24, 2014 by Qiming Venture
Partners III, L.P. and Qiming Managing Directors Fund III, L.P. (who
collectively hold 7.65% of our Company as at the date of this prospectus),
the holders of the second largest number of Series A-2 Preferred Shares
Mr. Tan Hainan, being the Series B Director appointed to the Board on
May 28, 2014 by Internet Fund II Pte. Ltd., the majority holder of the Series
B Preferred Shares. Mr. Gan JP and Mr. Tan Hainan will resign and cease
to be Directors upon Listing because the special rights granted to the Pre-
IPO Investors will be terminated upon Listing.

Each Pre-IPO Investor shall have the pre-emptive right to purchase up to a
pro rata share of any new securities which our Company may propose to
issue.

If any of Xinhong Capital, Longlink Capital, Baolink Capital or Ultra
Colour (collectively the “Original Shareholders” and each an “Original
Shareholder”) proposes to transfer any securities of our Company (the
“Offered Shares”) held by it to any third party prospective buyer, the Pre-
IPO Investors have a right of first refusal to purchase all the Offered Shares
on a pro rata basis on the terms and conditions stated in the transfer notice
given by the transferring Original Shareholders. In the event that the Pre-
IPO Investors do not exercise their right of first refusal with respect to all of
the Offered Shares, the Pre-IPO Investors who exercised their rights of first
refusal have the right to participate in the sale of the remaining Offered
Shares on the same terms and conditions as set forth in the transfer notice
given by the transferring Original Shareholder.

If holders of more than 50% of the outstanding ordinary shares (the
“Dragging Holders”) propose a Drag-along Sale (as defined below) in
which the implied valuation of the Company immediately prior to such
transaction is (A) at least US$5 billion if such transaction is completed on
or prior to April 20, 2018, or (B) at least US$6 billion if such transaction is
completed after April 20, 2018 and on or prior to April 20, 2020, then upon
written notice from the Dragging Holders requesting them to do so, each of
the shareholders other than the Dragging Holders shall (i) vote, or give its
written consent with respect to, all the securities of the Company directly or
indirectly held by him in favor of such proposed Drag-along Sale and in
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opposition of any proposal that could reasonably be expected to delay or
impair the consummation of any such proposed Drag-along Sale; (ii) refrain
from exercising any dissenters’ rights or rights of appraisal under
applicable law at any time with respect to the proposed Drag-along Sale;
and (iii) take all actions reasonably necessary to consummate the proposed
Drag-along Sale.

“Drag-along Sale” means (i) a sale, lease, transfer or other disposition of
all or substantially all of the assets of the Company or any Group Company,
(ii) a transfer or an exclusive licensing of all or substantially all of the
intellectual property of the Group Companies, (iii) a sale, transfer or other
disposition of the issued and outstanding share capital of the Company or
any Group Company, in which the Shareholders of the Company or
shareholders of such Group Company immediately before such transaction
own less than fifty percent (50%) of the voting power of the surviving
company immediately after such transaction (excluding any transaction
effected solely for tax purposes or to change the Company’s domicile), or
(iv) a merger, consolidation or other business combination of any Group
Company with or into any other business entity in which the existing
shareholders of such Group Company immediately prior to such merger,
consolidation or business combination do not retain a majority of the voting
power in the surviving entity.

Veto rights Certain corporate actions require the approval of the holders of at least a
majority of the Pre-IPO Investors. These corporate actions include, among
others, (i) any merger, consolidation or other reorganization in which 50%
or more of our voting power is transferred, (ii) the sale or other disposition
of all or substantially all of our assets, (iii) the appointment or change of
our auditor, (iv) adoption or amendment of the Existing Articles, (v) any
change of business presently conducted by us, and (vi) any acts that will
have or is reasonably expected to have any dilutive or detrimental effect on
shareholding percentages of the Pre-IPO Investors.

Certain corporate actions require the approval of at least a majority of
the Preferred Directors. These corporate actions include, among others,
(1) approval of annual business plan, (ii) any declaration, set aside or
payment of a dividend or other distribution by the Company, (iii) any
appointment or removal of the Chief Executive Officer, Chief Financial
Officer, Chief Operation Officer, Chief Technology Officer or other
senior officers of the Company, or any increase in compensation of any of
the foregoing senior officers by more than forty percent (40%) in a
twelve (12) month period, (iv) establishment, amendment and
implementation of any bonus and incentive plan (including the ESOP) for
the senior management, officers and employees of the Company, and any
issuance or grant of any Restricted Shares, incentive shares or options under
the ESOP, and (v) creation, or authorization of the creation, or issuance of
any debt security and any other debt financing instruments.

3. Public Float

Immediately prior to completion of the Global Offering, Internet Fund II Pte. Ltd. will hold approximately
10.95% equity interest in our Company. Upon the completion of the Global Offering (assuming the Over-
allotment Option and options granted under the ESOP and the options which may be granted under the Share
Option Scheme are not exercised and no Shares are granted under the Share Award Scheme), the Pre-IPO
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Investors (including Internet Fund II Pte. Ltd.) will collectively hold a total of 39.90% of the Shares of the
Company and no individual Pre-IPO Investor (including Internet Fund II Pte. Ltd.) will hold 10% or more of the
enlarged issue share capital of the Company. As a result, the Shares held by the Pre-IPO Investors will count
towards the public float. All the Pre-IPO Investors are Independent Third Parties of our Group.

4.  Information about the Pre-IPO Investors

Innovation Works Development Fund, L.P., Innovation Works Development Fund II, L.P., and Innovation
Works Parallel Fund II, L.P. are venture capital funds managed by Innovation Works Management Limited, a
fund management company focusing on Internet, mobile Internet, technology and education industries.

IDG Accel China Growth Fund IIT L.P. and IDG-Accel China III Investors L.P. are venture capital funds
managed by IDG Capital with a primary purpose of investing in growth stage companies in China, focusing on
companies in the information, technology, media, healthcare, energy, clean technology and non-technology
consumer businesses and services related industries, including, but not limited to, companies engaged in
software, Internet, telecom, media and managed healthcare business. As of the date of this prospectus, IDG Accel
China Growth Fund III L.P. and IDG-Accel China III Investors L.P. collectively hold 8.91% of our total issued
and outstanding ordinary shares (assuming that each Preferred Share is converted into one ordinary share of
US$0.0001 par value immediately prior to the Global Offering and the options granted under the ESOP are not
exercised).

Qiming Venture Partners III, L.P. and Qiming Managing Directors Fund III, L.P. are venture capital funds
managed by Qiming Venture Partners, focusing on investments in companies in the media and Internet,
information technology, consumer and retail, healthcare and clean technology sectors across China. As of the
date of this prospectus, Qiming Venture Partners III, L.P. and Qiming Managing Directors Fund III, L.P.
collectively hold 7.65% of our total issued and outstanding ordinary shares (assuming that each Preferred Share
is converted into one ordinary share of US$0.0001 par value immediately prior to the Global Offering and the
options granted under the ESOP are not exercised).

Internet Fund II Pte. Ltd. is an investment company managed by Tiger Global Singapore Pte. Ltd., a
company based in Singapore which holds a capital markets service license to conduct fund management
activities focusing on Internet, mobile Internet, technology and education industries.

H Capital I, L.P. is a private equity fund registered in the Cayman Islands, focusing on Internet, mobile
Internet and education industries.

Ceyuan Ventures III, L.P. and Ceyuan Ventures Advisors Fund III, LLC are private equity funds focused
on early stage and growth stage companies.

Bright Ease Holdings Limited and Colour Leap Limited are investment holding companies and indirect
wholly-owned subsidiaries of FIH Mobile Limited, whose shares are listed on the Stock Exchange (Hong Kong
Stock Exchange Stock Code: 2038) and is an indirect subsidiary of Hon Hai Precision Industry Co. Ltd., which is
commonly known as Foxconn Technology Group. As of the date of this prospectus, Bright Ease Holdings
Limited and Colour Leap Limited collectively hold 1.81% of our total issued and outstanding ordinary shares
(assuming that each Preferred Share is converted into one ordinary share of US$0.0001 par value immediately
prior to the Global Offering and the options granted under the ESOP are not exercised).

Assets Eagle Global Limited is a special purpose vehicle established and managed by China AMC Capital
Management (BVI) Limited, which is a wholly-owned subsidiary of China Asset Management (Hong Kong)
Limited focusing on Internet, mobile Internet, technology and education industries.

Keywise MT is wholly owned by Keywise Greater China Opportunities Master Fund. Keywise Capital
Management (HK) Limited is the investment advisor of the Keywise Greater China Opportunities Master Fund.
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Bliss Moment Limited is an investment holding company, which China Merchants Securities Investment
Management (HK) Co., Limited holds one Class A share. China Merchants Securities Investment Management
(HK) Co. Limited is a wholly-owned subsidiary of China Merchants Securities International Company Limited.
As of the date of this prospectus, Bliss Moment Limited and China Merchants Securities Investment
Management (HK) Co. Limited collectively hold 0.26% of our total issued and outstanding ordinary shares
(assuming that each Preferred Share is converted into one ordinary shares of US$0.0001 par value immediately
prior to the Global Offering and the options granted under the ESOP are not exercised).

Harvest Investment Management Corporation is an investment holding company and a wholly-owned
subsidiary of Harvest Capital Co., Ltd, which was founded in 2006 and is Chinese private equity fund focused in
the consumption and service sector.

Lucky Hand Global Limited, a company owned by Independent Third Party Investors, is an investment
holding company registered in British Virgin Islands, focusing on Internet and mobile Internet industries.

A Plus Global Holdings Ltd. is an investment holding company and a company owned by Independent
Third Party Investors, focusing on internet and mobile Internet industries.

King Terrace Limited, a company owned by Independent Third Party Investors, is a company incorporated
in the British Virgin Islands with investment as its main business. It is a company advised and managed by
Lianjie Asset Management (Cayman) Limited, an affiliated company of King Terrace Limited, which is
principally engaged in managing investments for a family office.

COMPLIANCE WITH INTERIM GUIDANCE AND GUIDANCE LETTERS

The Joint Sponsors confirm that the investment by the Pre-IPO Investors is in compliance with
the Guidance Letter HKEx-GL29-12 issued on January 2012 by the Stock Exchange, Guidance Letter
HKEx-GL43-12 issued in October 2012 and updated in July 2013 by the Stock Exchange and Guidance Letter
HKEx-GL44-12 issued in October 2012 by the Stock Exchange.

PRC REGULATORY REQUIREMENTS

Our PRC legal advisor has confirmed that the share transfers, reorganizations, acquisitions and disposals in
respect of the PRC companies in our Group as described above have been properly and legally completed and all
regulatory approvals have been obtained in accordance with PRC laws and regulations.

According to the Regulations on Merger with and Acquisition of Domestic Enterprises by Foreign
Investors (CBATRAMEIBCE IS A2 BLE)) (the “M&A Rules™) jointly issued by the MOFCOM, the
State-owned Assets Supervision and Administration Commission of the State Council, the SAT, the CSRC,
SAIC and the SAFE on August 8, 2006, effective as of September 8, 2006 and amended on June 22, 2009, a
foreign investor is required to obtain necessary approvals when it (i) acquires the equity of a domestic enterprise
so as to convert the domestic enterprise into a foreign-invested enterprise; (ii) subscribes the increased capital of
a domestic enterprise so as to convert the domestic enterprise into a foreign-invested enterprise; (iii) establishes a
foreign-invested enterprise through which it purchases the assets of a domestic enterprise and operates these
assets; or (iv) purchases the assets of a domestic enterprise, and then invests such assets to establish a foreign-
invested enterprise. The M&A Rules, among other things, further purport to require that an offshore special
vehicle, or a special purpose vehicle, formed for listing purposes and controlled directly or indirectly by PRC
companies or individuals, shall obtain the approval of the CSRC prior to the listing and trading of such special
purpose vehicle’s securities on an overseas stock exchange, especially in the event that the special purpose
vehicle acquires shares of or equity interests in the PRC companies in exchange for the shares of offshore
companies.

Our PRC Legal Advisor is of the opinion that prior CSRC approval for this offering is not required because

(i) Meitu Home was incorporated as a foreign-invested enterprise without involving acquisition of the equity or
assets of a “PRC domestic company”, as such term is defined under the M&A Rules, (ii) Meitu Home Beijing
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was incorporated as Meitu Home’s wholly-owned subsidiary; and (iii) Meitu Mobile was incorporated as a PRC
domestic company in March 2013 and became a sino-foreign equity joint venture in May 2014 in compliance
with the M&A Rules. In July 2014, Meitu HK acquired the entire equity interest in Meitu Mobile, upon which
Meitu Mobile was redesignated as a wholly foreign-owned enterprise of our Company, such that the M&A Rules
are not applicable. Other than Meitu Home, Meitu Home Beijing and Meitu Mobile, all of our other PRC
subsidiaries have been wholly owned by PRC citizens since their dates of incorporation, and as such, the M&A
Rules are not applicable.

SAFE REGISTRATION IN THE PRC

Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas Investment, Financing
and Round-trip Investments Conducted by Domestic Residents through Special Purpose Vehicles
(CBIA SR N JE BB AR R H 1A F 55 MR L SORFER G A A G B M % %1))  (the “SAFE Circular 377),
promulgated by SAFE and which replaced the Circular on Relevant Issues Concerning Foreign Exchange Control on
Domestic Residents’ Corporate Financing and Roundtrip Investment Through Offshore Special Purpose Vehicles
(CBIA SR N BB R 5 A MR H 1A 7 RE SR PRIE SMNEE PLA B R AD))  (the “SAFE  Circular 757)
became effective on July 14, 2014, (a) a PRC resident must register with the local SAFE branch before he or she
contributes assets or equity interests in an overseas special purpose vehicle (the “Overseas SPV”) that is directly
established or indirectly controlled by the PRC resident for the purpose of conducting investment or financing, and
(b) following the initial registration, the PRC resident is also required to register with the local SAFE branch for any
major change, in respect of the Overseas SPV, including, among other things, a change of Overseas SPV’s PRC
resident shareholder(s), the name of the Overseas SPV, terms of operation, or any increase or reduction of the Overseas
SPV’s capital, share transfer or swap, and merger or division. Pursuant to SAFE Circular 37, failure to comply with
these registration procedures may result in penalties.

Pursuant to the Circular of the SAFE on Further Simplification and Improvement in Foreign Exchange
Administration on Direct Investment (B #E— 5 fili{b. F1 iU B & MRS M ECR W A (the “SAFE Circular
13”), promulgated by SAFE and became effective on June 1, 2015, the power to accept SAFE registration was
delegated from local SAFE to local banks where the assets or interest in the domestic entity was located.

As advised by our PRC Legal Advisor, our shareholders (as PRC Residents as defined under the applicable

provisions under SAFE Circular 37 or 75) have completed the registration under the SAFE Circular 75 on
June 30, 2014.
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OUR STRUCTURE IMMEDIATELY PRIOR TO THE GLOBAL OFFERING

The following diagram illustrates the corporate and shareholding structure of our Group immediately prior

to the completion of the Global Offering (assuming the options granted under the ESOP and the options which
may be granted under the Share Option Scheme are not exercised and no Shares are granted under the Share

Award Scheme):
| Mr. Cai® Mr. Wu® | Mr. Cau{ongiia |
100% | 100% | 100% | 100% | Pre-IPO Investors®
Baolink Longlink Xinhong @
Capital Capital V® Capital V® Ultra Colour
13.14%| 16.97% | 15.51% | 8.21% | 46.17%
MEITU, INC.
(Cayman Islands)
[
100% [ 100% | 100% | 100% |
Meitu Investment Meitu HK Meitu Holdings Meipai Ltd
(BVI) (HK) (Cayman Islands) (Cayman Islands)
I 100% ] 100% |
100% | Meitu Technology (Singapore) Pte. Ltd. Meipai Global
Meitu Technology (Singapore) (HK)
(US.)
T00% ]
| Meitu Technology (US) |
Offshore us)
I U T Conractwal _____ oo
| Meitu Mobile(® | | Meitu Home!” |_ Arrangements Meitu Networks®
(PRC) (PRO) [~ ———— (PRC)
100%
Meitu Home Beijing o N
| (PRC) | 100% _ | 100%
| Meitu Huyu | Meipai Technology |
(PRC) (PRC)

Notes:

(1) Pursuant to the Concert Party Agreement, the Concert Group has confirmed that its members have been acting in concert since the
inception of our Company and at any prior period of time where any member of the Concert Group held interests in any companies or
entities that now comprise our Group.

2) The entire interest of Longlink Capital is held by Longlink Limited, which in turn is held by Lion Trust (Singapore) Limited as the trustee for
the benefit of Mr. Cai.

3) The entire interest of Xinhong Capital is held by Easy Prestige Limited, which in turn is held by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Wu.

“4) The entire interest of Ultra Colour is held by Ultra Colour Limited which in turn is held by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Cai Rongjia, the son of Mr. Cai.

(5) The remaining interest is owned by the Pre-IPO Investors. Please see the table in “— Pre-IPO Investment — Overview” in this
prospectus.

(6) Meitu Mobile established two branches offices, namely Xiamen Meitu Mobile Technology Co., Ltd. Shenzhen Branch
(ZMEE BB A RN AR AF) and Xiamen Meitu Mobile Technology Co., Ltd. Shenzhen Longhua Branch
(P 6 B B RHAT R A TR YIHESE S22 7)) on September 27, 2013 and September 1, 2014, respectively.

7 Meitu Home established a branch office, Xiamen Home Meitu Technology Co., Ltd. Shenzhen Branch
(P 2 ZRHA IR R 22 Fl) on March 31, 2016.

(8) Meitu Networks is owned by Mr. Wu as to 51% and Ms. Cai as to 49%, but its results are consolidated by the Group for accounting

purposes. Please refer to the section headed “Contractual Arrangements” for further details. Meitu Networks established a branch
office, Xiamen Meitu Networks Technology Co., Ltd. Shanghai Branch (& "] 5% Bl 48R} 54 BR2A W] _Ei#85324 /), on May 21, 2015 and
a branch office, Xiamen Meitu Networks Technology Co., Ltd. Hangzhou Branch (& "] 35 E AR AT FR A GIATHI 7322 F), on July 4,
2016.
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OUR STRUCTURE IMMEDIATELY FOLLOWING THE GLOBAL OFFERING

The following diagram illustrates the corporate and shareholding structure of our Group immediately

following the completion of the Share Subdivision and the Global Offering (assuming the options granted under
the ESOP and the options which may be granted under the Share Option Scheme are not exercised and no Shares
are granted under the Share Award Scheme):

Mr. Cai® Mr. wu® Mr. Cai
i Rongjia® )
100% T00% ] To0% | Pre-IPO Other Public

n - s - Investors®® Shareholders
| oot | | o | | Cinhone | [ i otour
11.35% | 14.67% | 13.40% | 7.10% 39.90% | 13.58%
MEITU, INC.
(Cayman Islands)
I
100% | 100% 100% | 100% |
Meitu Investment Meitu HK Meitu Holdings Meipai Ltd
(BVID) (HK) (Cayman Islands) (Cayman Islands)
T 100% | 100% |
100% [ Meitu Technology (Singapore) Pte. Ltd. Meipai Global
Meitu Technology (Singapore) (HK)
(US.)
T00% ]
| Meitu Technology (US), LLC. |
Offshore us)
I Y Y o
| Meitu Mobile® | | Meitu Home™” |_ _A‘EnEmE“S_ Meitu Networks®
(PRC) (PRC) (PRC)
100%
Meitu Home Beijing o "
Meitu Huyu Meipai Technology
| (PRC) | (PRC) |

Notes:

(1) Pursuant to the Concert Party Agreement, the Concert Group has confirmed that its members have been acting in concert since the
inception of our Company and at any prior period of time where any member of the Concert Group held interests in any companies or
entities that now comprise our Group.

2) The entire interest of Longlink Capital is held by Longlink Limited, which in turn is held by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Cai.

3) The entire interest of Xinhong Capital is held by Easy Prestige Limited, which in turn is held by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Wu.

“4) The entire interest of Ultra Colour is held by Ultra Colour Limited, which in turn is held by Lion Trust (Singapore) Limited as the
trustee for the benefit of Mr. Cai Rongjia, the son of Mr. Cai.

5) The interest is owned by the Pre-IPO Investors. Please see the table in the section headed “— Pre-IPO Investment — Overview” in
this prospectus. All of the Pre-IPO Investors will count towards the public float upon Listing.

(6) Meitu Mobile established two branches offices, namely Xiamen Meitu Mobile Technology Co., Ltd. Shenzhen Branch
(ZMEE BB A RN Y AF)  and Xiamen Meitu Mobile Technology Co., Ltd. Shenzhen Longhua Branch
(P 6 B B BT R A TR YIHESE S22 7)) on September 27, 2013 and September 1, 2014, respectively.

7 Meitu Home established a branch office, Xiamen Home Meitu Technology Co., Ltd. Shenzhen Branch
(P 2 ZRHA IR R 22 Fl) on March 31, 2016.

(8) Meitu Networks is owned by Mr. Wu as to 51% and Ms. Cai as to 49%, but its results are consolidated by the Group for accounting

purposes. Please refer to the section headed “Contractual Arrangements” for further details. Meitu Networks established a branch
office, Xiamen Meitu Networks Technology Co., Ltd. Shanghai Branch (& "] 5% Bl 44 FL 54 BR2A W] _E 187324 /), on May 21, 2015 and
a branch office, Xiamen Meitu Networks Technology Co., Ltd. Hangzhou Branch (& "] 35 E AR AT FR A GIATHI 7322 F), on July 4,
2016.
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OVERVIEW

We have been transforming the way our users create and share beauty since the launch of our first product,
Meitu, in 2008. Centered around our core design philosophy of “smart and simple”, our portfolio of innovative
photo and community apps had been activated on over 1.1 billion unique devices globally as of October 31, 2016
and precipitated the selfie phenomenon in China. Today, “Meitu” is not only used as a verb for “enhancing
images”, but is also a brand that represents beauty, trendiness and youthfulness. To better meet our users’
demands for higher quality selfies, we launched Meitu smartphones in 2013. Meitu smartphones integrate
proprietary image processing algorithms and specialized image processors which generate high-quality selfies.
The sale of these smartphones was our first major initiative to monetize our user base. Revenue from the sale of
smart hardware, which currently primarily comprises smartphones, grew rapidly over the Track Record Period,
and represented 59.7%, 87.8%, 89.9% and 95.1% of our total revenue for the years ended December 31, 2013,
2014 and 2015 and the six months ended June 30, 2016, respectively.

Fundamentally, we view ourselves as a mobile Internet company with our core asset being our massive,
active and fast-growing user base. Across all of our apps, we engaged approximately 456 million total MAUs in
October 2016. We have been repeatedly ranked among the top eight iOS non-game app developers globally in
terms of number of downloads from June 2014 through October 2016, together with global Internet giants
Alibaba, Apple, Baidu, Facebook, Google, Microsoft and Tencent, according to App Annie.

We believe our photo apps have become an important part of our users’ social lives online. Our users
generated approximately 6.0 billion photos across our core photo apps in October 2016. In addition,
approximately 53.5% of the photos posted on major social networks in China had been processed by our apps,
according to a survey conducted by iResearch in June 2016.

We also have succeeded in building a vibrant video and live streaming community on Meipai. In October
2016, Meipai attracted approximately 110 million MAUs. User engagement has been increasing, as evidenced by
the increase in average daily time spent per Meipai in-app user from 12.9 minutes in May 2014, when Meipai
was first launched, to 33.8 minutes in October 2016. As of October 31, 2016, Meipai users had uploaded over
490 million videos with diverse subject matters. We aim to leverage our achievement in Meipai to transform our
core photo apps into social communities to further enhance user engagement and stickiness.

Furthermore, we have been successful in establishing our presence overseas. We had more than 430
million overseas users as of October 31, 2016, including at least one million total users in each of 26 overseas
countries and regions and in particular, more than 10 million total users in each of Brazil, India, Indonesia, Japan,
Malaysia, the Philippines, South Korea, Taiwan, Thailand, the United States and Vietnam. To further expand our
global presence, we have launched localized apps and established local operations in major cities located in
countries and regions with substantial user growth potential or cultural influence, such as New Delhi, Sao Paulo,
Palo Alto, Singapore and Tokyo.

We believe the provision of relevant products, content and services will help us monetize our user base and
enable us to create value for our users at the same time. We intend to continue to drive our near-term revenue
growth through smartphone sales, since China’s large smartphone market continues to present significant
opportunities. For the year ended December 31, 2015, approximately 457 million smartphone units were shipped
in China, according to the Frost & Sullivan Report. Following our successful monetization through smartphones,
we have also identified three other major opportunities for monetization:

o Online Advertising. Our portfolio of innovative apps provides a powerful medium through which
advertisers can engage our massive user base. We view our value proposition as highly compelling,
particularly to advertisers in female-related sectors, including but not limited to luxury goods,
cosmetics and fast-moving consumer goods, as the majority of our users are females, whom we
believe appreciate beauty. We are leveraging our proprietary technologies and big data analytical
capabilities to upgrade our advertising infrastructure and offer more comprehensive and innovative
advertising solutions to our business partners.
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According to the Frost & Sullivan Report, online advertising spending for the cosmetics, skin care
and personal care sectors in China is expected to reach an estimated RMB125.1 billion in 2020,
compared to RMB33.7 billion in 2015, representing a CAGR of 30.0%.

° E-Commerce. We believe our users’ appreciation for beauty extends beyond their digital presence.
In the first half of 2017, we plan to launch a social e-commerce platform that enables users to enjoy
easy online shopping for authentic, branded, fashion-related merchandise. According to the iResearch
Report, the GMV of China’s online retail market is expected to increase from approximately
RMB3.8 trillion in 2015 to RMB10.5 trillion in 2020, representing a CAGR of 22.5%. In particular,
the GMV of China’s online retail market for cosmetics and skin care products reached
RMB182.3 billion in 2015, and is expected to reach RMB548.2 billion in 2020, representing a CAGR
of 24.6%.

° Internet Value-added Services. While our users can access Meipai’s content and interact with other
users and live streaming hosts for free, we have started to offer additional paid Internet value-added
services to enrich user experience. For example, starting in June 2016, users could send paid virtual
gifts, which can be in the form of flowers and emoji showing fan support, to live streaming hosts and
short-form video creators, incentivizing such hosts and creators to add more content to the Meipai
community and generate additional revenue. According to the iResearch Report, the live streaming
market in China in terms of revenue is expected to increase from RMB9.8 billion in 2015 to
RMBA44.9 billion in 2020, representing a CAGR of 35.7%. Given our massive and highly active user
base, we believe other IVAS, such as premium membership and mobile games, will also present
significant monetization opportunities for us.

Our revenue increased from RMB85.9 million for the year ended December 31, 2013 to RMB488.0 million
and RMB741.8 million for the years ended December 31, 2014 and 2015, respectively, representing a CAGR of
193.9%, and our revenue increased by 224.2% from RMB180.6 million for the six months ended June 30, 2015 to
RMB585.5 million for the six months ended June 30, 2016. Our net loss was RMB25.8 million, RMB1.8 billion,
RMB2.2 billion, RMBI1.3 billion and RMB2.2 billion for the years ended December 31, 2013, 2014 and 2015 and
the six months ended June 30, 2015 and 2016, respectively. Excluding the impact of fair value loss of the Preferred
Shares and share-based payments, we had adjusted net loss of RMB2.3 million, RMB112.3 million and RMB710.5
million for the years ended December 31, 2013, 2014 and 2015, respectively, and RMB290.4 million and
RMB257.6 million for the six months ended June 30, 2015 and 2016, respectively. See “Financial Information —
Consolidated Income Statement” and “Financial Information — Non-IFRS Measure: Adjusted Net Loss”. As of
June 30, 2016, we had an accumulated loss of RMB6.3 billion, primarily due to our accumulated fair value loss of
the Preferred Shares of RMBS5.1 billion as of June 30, 2016. Excluding the impact of our accumulated fair value loss
of the Preferred Shares of RMBS5.1 billion and share-based payments of RMB75.4 million, our adjusted
accumulated loss would have been RMBI.1 billion as of June 30, 2016. We expect to remain loss-making for the
years ending December 31, 2016 and 2017.

We currently operate two business segments: (i) smart hardware and (ii) Internet services and others.
Revenue from our smart hardware segment was RMBS51.3 million, RMB428.4 million, RMB677.1 million and
RMB556.8 million for the years ended December 31, 2013, 2014, 2015 and six months ended June 30, 2016,
respectively. For our Internet services and others segment, we had revenue of RMB34.6 million, RMB59.7
million, RMB74.7 million and RMB28.6 million for the years ended December 31, 2013, 2014, 2015 and the six
months ended June 30, 2016, respectively. Gross profit from our smart hardware segment was RMB18.4 million,
RMBS55.6 million, RMB125.2 million and RMB108.7 million for the years ended December 31, 2013, 2014 and
2015 and the six months ended June 30, 2016, respectively. For our Internet services and others segment, we had
gross profit of RMB31.2 million and RMB31.1 million for the years ended December 31, 2013 and 2014,
respectively, and gross loss of RMB24.7 million and RMB34.2 million for the year ended December 31, 2015
and the six months ended June 30, 2016, respectively. The gross loss of the Internet services and others segment
for the year ended December 31, 2015 and the six months ended June 30, 2016 was due to the fact that RMB91.6
million, or 92.1%, and RMBS57.7 million, or 91.8%, respectively, of the segment costs were attributable to
Meipai, which did not generate significant revenue during the indicated periods and only began generating IVAS
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revenue in June 2016. Substantially all of the revenues from the Internet services and others segment were online
advertising revenues generated from our photo apps, Meitu and BeautyCam, during the Track Record Period. We
expect to generate profits from the Internet services and others segment when the advertisements placed on our
apps, virtual items sold on Meipai and Beauty Box, and the sales volume of merchandise sold on our proposed e-
commerce platform reach a level that is sufficient to cover the associated costs and expenses.

As of June 30, 2016, we had net liabilities of RMB6.6 billion. Excluding the liabilities of the Preferred
Shares of RMB8.6 billion as of June 30, 2016, our adjusted net assets would have been RMB2.0 billion. All the
Preferred Shares will be automatically converted into ordinary shares immediately prior to the completion of the
Global Offering, and the liabilities of the Preferred Shares of RMBS8.6 billion as of June 30, 2016 will be
derecognized and accounted as an increase in equity upon the Listing and Global Offering. Assuming an Offer
Price of HK$8.50 per Share, being the low-end of the indicative Offer Price range, and estimated net proceeds of
HK$4.7 billion (equivalent to approximately RMB4.2 billion) for this Offering, upon the Listing and Global
Offering, our net tangible assets attributable to owners of the Company would be RMB6.2 billion. Assuming an
Offer Price of HK$9.60 per Share, being the high-end of the indicative Offer Price range, and estimated net
proceeds of HK$5.3 billion (equivalent to approximately RMB4.7 billion) for this Offering, upon the Listing and
Global Offering, our net tangible assets attributable to owners of the Company would be RMB6.8 billion.

OUR MISSION AND VISION

Our mission is to make the world a more beautiful place. Our vision is to build an ecosystem around beauty
and make everyone a user of Meitu products.

OUR COMPETITIVE ADVANTAGES

Our core asset is our massive user base, which we have successfully monetized while maintaining its
growth. Our users also generate a wealth of data that we can analyze to gain proprietary insight into their
behavior and improve our technological capabilities. Combined with our relentless focus on user experience, we
have been able to repeatedly launch successful products. We believe we are well-positioned to further grow our
user base in China and globally with our strong brand and platform synergies.

Large and increasingly engaged user base

We have built a large and increasingly engaged user base, the majority of which has been built through
organic growth in China. The following chart shows the total MAUs for our apps for each of the months
indicated.

Total MAUs for Our Apps

(millions)

456
446 430

Mar 2013 Jun 2013 Sep 2013 Dec 2013 Mar 2014 Jun 2014 Sep 2014 Dec 2014 Mar 2015 Jun 2015 Sep 2015 Dec 2015 Mar 2016 Jun 2016 Sep 2016 Oct 2016

— 112 —



BUSINESS

Our user base is also becoming increasingly engaged as we continue to improve and upgrade our products
and services. Our core photo apps generated approximately 6.0 billion photos in October 2016, compared to 4.4
billion, 2.4 billion and 0.8 billion in December 2015, 2014 and 2013, respectively. The average number of photos
generated by our core photo apps per MAU increased from 10.4 in December 2013 to 18.2 in October 2016. In
October 2016, our users on average accessed our core photo apps approximately 3.4 times a day. Similarly, our
users have contributed a tremendous volume of content to the Meipai platform, having uploaded over 490 million
videos on Meipai as of October 31, 2016.

Proprietary data insights and leading technological capabilities

Our proprietary data insights are critical for us to develop and continually optimize our products. For
example, by analyzing large quantities of data regarding users’ choice of filters, color tones and other re-touching
features when they edit photos in Meitu, we have stayed at the forefront of user trends in photo-editing.
Leveraging such insights, we have published over 130 versions of Meitu since its launch in 2011, with each
version catering to the users’ latest aesthetic and editing preferences. We believe this data-driven optimization
approach has been important for the success of Meitu and subsequently, our other products.

The enormous amount of data generated from our user base also serves as a critical foundation for the
research of our cutting-edge technology. For example, through calibrating millions of selfies, our facial
recognition algorithm has become capable of identifying the positions and shapes of specific facial features
swiftly and with precision.

We have also invested significantly in building our recommendation engine for Meipai. The engine makes
personalized video recommendations based on each user’s profile, which draws upon a variety of factors
including demographics, interests and behavioral patterns. The recommendation engine not only increases
Meipai’s user engagement levels, but also serves as an integral component of the targeted advertising solutions
that we plan to offer our advertising customers in the future.

We believe the user experience offered by both our apps and smart hardware products has been
significantly enhanced through incorporation of these technologies. In 2010, we established a team to focus on
researching new technologies relating to computer vision and image processing. We have developed a range of
proprietary technologies, registered over 100 patents and held the copyright to 94 software programs as of
June 30, 2016. We intend to broaden our research scope to machine learning, virtual reality and augmented
reality to improve the functionality of our products.

Strong brand recognition

Our apps rank among Chinese users’ top choices for creating, editing and sharing photos and videos.
According to a survey conducted by iResearch in June 2016, approximately 95.3% of photo app users in China
ranked at least one of our photo apps among their top three favorite photo apps, and approximately 62.4% of the
short-form video platform users in China ranked Meipai among their top three favorite short-form video
platforms. We have maintained our leading position among other popular competing apps such as Tencent’s Pitu
(K KXPIE), Baidu Motu (F1/2 /) and Camera360 (11#£360). We believe such leadership has led to strong brand
recognition, which is evidenced by the popularization of the word “Meitu” as a verb to mean “enhancing images”
in China. According to a survey conducted by iResearch in June 2016, approximately 53.5% of the photos posted
on major social networks in China were processed by our apps. The following table sets forth the rankings of
certain of our apps (in color boxes) among the top ten iOS free photo and video apps in China by downloads in
the indicated months, according to App Annie.

— 113 —



BUSINESS

iOS App Store Top Ten Free Photo and Video Apps in China

Ranking Jun 2013 Dec 2013 Jun 2014 Dec 2014 Jun 2015 Dec 2015 Jun 2016 Oct 2016
1 a Meipai @ Meitu
2 Meitu "= BeautyCam " J= BeautyCam Meitu =" /= BeautyCam Meitu Meitu "= BeautyCam
@ y! Ly ﬂ y YS ﬂ ! u y Ly
3 @ Meitu @ Meitu [ /= BeautyCam B SelfieCity @ Meitu
4 = )= BeautyCam a Meipai :[_Ja BeautyCam = )= BeautyCam
|| ! P || y! | = | !

5 POMELO a Meipai B SelfieCity

| Expression .
6 » Factory B Meipai

8 MakeupPlus B SelfieCity MakeupPlus
9 a PosterLabs a Meipai a Meipai

Source: App Annie

In addition, Meitu’s association with beauty, trendiness and youthfulness in the view of our users has
allowed us to build a powerful and positive brand image, which enables us to form business relationships with a
broad range of partners, from leading consumer brands to globally influential organizations. For example,
leading cosmetics and lifestyle brands have launched advertising campaigns within our apps.

We believe the strength of our brand is a main driver for the organic growth of our large user base. We
have successfully leveraged our brand to launch offline products such as Meitu smartphones. We believe the
strength of our brand will continue to be our advantage as we launch new apps, services and smart hardware
going forward.

Established track record of successful products

Our user-centric approach to product development has allowed us to launch popular apps repeatedly. Our
team focuses on anticipating, meeting and exceeding our users’ expectations. We launched the PC version of
Meitu in 2008 as a simple, user-friendly product enabling people to enhance photos with a single click. Building
upon the success of Meitu’s PC version, we subsequently launched the mobile version of Meitu in 2011 as the
smartphone penetration rate in China was increasing significantly. The mobile version of Meitu, which is also our
first app, achieved early popularity and remains one of the most popular photo apps in China, with approximately
106 million MAUs in October 2016.

Meitu’s massive user base generates billions of user actions, which we utilize to analyze and predict trends
in user preferences. These insights are highly valuable when developing other apps, and the success of our apps
were built in part upon the massive data generated from previous apps. For instance, BeautyCam, a selfie-focused
camera app that automatically beautifies selfies instantaneously, was conceived after we observed how often
users edited and enhanced selfies through Meitu. BeautyCam had approximately 131 million MAUSs in October
2016. In addition, we have been able to replicate our success beyond photo apps. In May 2014, we launched
Meipai, our video and live streaming community. Meipai had approximately 110 million MAUs in October 2016.

Strong platform synergies

Our portfolio of apps, with hundreds of millions of MAUs, forms a strong platform for cross-promotion.
This synergistic effect is particularly apparent during the launch of a new app, when cross-promotion of the new
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app using the traffic of our portfolio of apps generally helps increase the new app’s popularity in its early stages
of growth, driving further exposure and organic growth in the number of downloads. For example, one of our
core photo apps, SelfieCity, became the top app as measured by downloads in the China iOS Photo and Video
category in 46 out of the 60 days immediately after its launch. We believe the cross-promotion effort within our
portfolio of apps was the major contributor to such success, as we had incurred minimal marketing expenses for
SelfieCity during that period.

Ability to attract overseas users

We believe that the desire for beauty crosses both cultural and geographic boundaries, creating
opportunities for growing our user base globally. Our total number of overseas users reached over 430 million as
of October 31, 2016, representing more than 20% of our total users. As of October 31, 2016, we had more than
one million total users from each of 26 overseas countries and regions. In particular, we had more than 10 million
total users from each of Brazil, India, Indonesia, Japan, Malaysia, the Philippines, South Korea, Taiwan,
Thailand, the United States and Vietnam as of October 31, 2016.

We utilize our proprietary technology, data insights and operational expertise to improve our localization
efforts. We assemble and maintain on-the-ground teams, research local aesthetic preferences and collaborate with
strategic partners. These measures have helped us succeed in overseas markets.

Proven success in monetization

We believe our monetization initiatives can improve user experience, as long as the products or services
offered are relevant to user preferences. In 2013, through analysis of usage data of our photo apps and market
research, we observed that certain of our users desired higher quality selfies that may not be met solely through
apps. We therefore launched Meitu smartphones, which are specifically designed to take high-quality selfies, as
our first major initiative in monetizing our user base. This effort has proven to be successful, as our smart
hardware segment, which primarily comprises the sale of Meitu smartphones, generated RMB667.1 million and
RMB556.8 million of revenue for the year ended December 31, 2015 and the six months ended June 30, 2016,
respectively, just two years since we launched our first smartphone model in 2013. Our smart hardware segment
had gross margins of 18.8% and 19.5% for the year ended December 31, 2015 and the six months ended June 30,
2016, respectively. Our total MAUs and user engagement level continued to rise during the same period.

Visionary and passionate management team with proven track record

Our visionary and passionate management team is instrumental to our success. Our management team
members focus on identifying with and serving our users. They have created and maintained a strong, loyal
corporate culture for our Company that strives for innovation.

Our founder and Chairman, Mr. Cai, is a highly successful and renowned serial entrepreneur and angel
investor. Mr. Cai’s past investments include 58.com, Inc., a New York Stock Exchange-listed company, Baofeng
Group Co., Ltd., a Shenzhen Stock Exchange-listed company, and Feiyu Technology International Company
Ltd., a Hong Kong Stock Exchange-listed company. Mr. Cai is also the founder and chairman of Longling
Capital Co., Ltd. Our founder and Chief Executive Officer, Mr. Wu is a successful entrepreneur who has been
developing popular Internet-related products since 2000. Mr. Wu has created and launched one popular product
after another, from 520.com to Martian Translator (K2 X#jA %), a software program for converting ordinary
language into netspeak consisting of unconventional Chinese characters, to Meitu apps and smartphones. Mr. Wu
is the chief architect of our product design.

OUR STRATEGIES

We intend to expand our user base globally, increase the user engagement level and capitalize on potential
monetization opportunities. We intend to further implement the following strategies to achieve these goals.
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Expand our global user base

We plan to further increase the size of our user base both in China and overseas.

In China, we will continue to update our core apps with new features to further expand the apps’ user base.
We will also leverage our brand, proprietary technology and data insights to develop and launch new apps to
attract new users.

For overseas markets, we will focus on launching either localized versions of existing apps or new apps
tailored to serve local users’ preferences, as appropriate. For example, BeautyPlus, the overseas version of
BeautyCam, is equipped with an auto-beautification algorithm that produces varying effects based on different
skin tones. Meanwhile, we will also continue to build our brand awareness in developed markets such as the U.S.
and Europe through viral marketing on social networking platforms and strategic partnerships. We believe the
influence of these developed markets extends beyond their respective regions and our increasing brand value in
these markets would have a broader, positive impact on our global expansion initiative.

Connect our users

We believe that our products have become an important part of many users’ social lives online, providing
us with an opportunity to further connect our users with each other. We are in the process of integrating our
registered user accounts across multiple apps into a unified account system, and intend to transform our core
photo apps into user communities by incorporating more social and media features. We believe this will lead to a
virtuous cycle: the resulting higher user engagement level would provide us with more opportunities to cross-
promote our products and gather incremental user data for further product optimization and development. In
addition to transforming our core photo apps by leveraging our proprietary data insights and expertise in visual
content, we also intend to explore and develop more innovative social and community apps to connect our users
and satisfy their various aspects of social needs. Meipai’s success as a vibrant video and live streaming
community is a testament to our ability to build online user communities.

Facilitate content creation and sharing

We intend to continue to innovate and facilitate the creation and sharing of visual content. As part of this
initiative, we aggregate and actively promote the sharing of visual content, including both professionally-
produced and user-generated content. For example, Meipai recommends top videos as measured by the number
of user upvotes in numerous content categories such as beauty, fashion and travel, and prominently promotes
one-tap sharing of videos and following of host accounts. We intend to continually update our apps to allow for
easier content creation and sharing by our users. We believe that the convenience offered will continue to
improve user stickiness and provide us with opportunities to develop into a destination for creating and sharing
visual content, including photos and videos.

Increase monetization while creating value for our users

We launched our smartphones in 2013 as our first major initiative to monetize our massive user base. Our
average monthly revenue per MAU has increased to RMB0.22 during the six months ended June 30, 2016 from
RMBO0.08 during the year ended December 31, 2013. With our deep insight into the behavior and preferences of
our users, the majority of whom are female, we believe we are particularly well-positioned to capitalize on the
female economy, especially in China. Each of our monetization initiatives targets all of our users, which
consisted of approximately 456 million MAUs in October 2016.

Continue to launch innovative smart hardware

We plan to continue to develop and launch stylish smartphones that are optimized for taking high-quality
selfies. To this end, we plan to continue advancing both our software and hardware research and development
capabilities, such as our facial recognition and beautification algorithms and our “3A” technologies (i.e. auto-
exposure, auto-focus and auto-white-balance). In addition, we plan to increase the production volume of our
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smartphones and other smart hardware products. We currently plan to launch at least one new smartphone model
for each of the first and second halves of 2017, each of which will continue to be targeted at users that pursue
high-quality selfies. With approximately 75% of Meitu smartphone users being Meitu app users prior to their
purchases of Meitu smartphones, according to a survey that we conducted in August 2016, we believe that a large
user base could potentially drive additional Meitu smartphone sales. During the ten months ended October 31,
2016, we sold 646,446 smartphone units, compared to 387,775 units for the year ended December 31, 2015. We
may also enter into new smart hardware categories that aim to make our users more beautiful, both in the virtual
world and potentially in real life.

Offer innovative advertising solutions

Our portfolio of apps provides a powerful medium through which advertisers can engage our massive user
base. We believe our value proposition is highly compelling, particularly to advertisers in female-related sectors,
including but not limited to luxury goods, cosmetics and fast-moving consumer goods, as the majority of our users
are female whom we believe appreciate beauty. Leveraging our proprietary technologies and big data analytical
capabilities, we are upgrading our advertising infrastructure to offer more comprehensive and innovative advertising
solutions to our business partners, and expect to start rolling out an upgraded advertising platform by the end of
2016. For example, we plan to increase our advertisement inventory as well as offer targeted advertising solutions
based on users’ behavior, demographics and interests. We also intend to allow advertisers to place native
advertisements in our photo apps and Meipai and facilitate more contextual advertising.

Build an e-commerce platform

We believe our users’ appreciation for beauty extends beyond their digital presence. We plan to launch a
social e-commerce platform in the first half of 2017 that makes shopping for authentic, brand-name fashion
merchandise an easy and enjoyable experience. The core of this platform is expected to be a community that
connects our users, fashion KOLs and a wide variety of fashion brands: KOLs will be incentivized to share their
experience in mixing and matching items from different brands, while users can discover new styles from photos
and videos shared by these KOLs and purchase the featured items directly from the brands on our platform. This
platform will initially focus on categories such as fashionable apparel, cosmetics and skin care products, as
females comprise the majority of our user base.

In addition, we intend to explore other e-commerce opportunities by leveraging our large user base and our
portfolio of photo apps. For example, we believe that some of our users are interested in having their photos
imprinted on T-shirts, coffee mugs, phone cases and other items that they would like to personalize. We have
started to work with third-party vendors to make these services and merchandise easily accessible to our users
through a new feature called Meiyin. We are in the process of rolling out Meiyin, first in our SelfieCity app and
then selectively in other apps whilst also expanding the range of merchandise that users will be able to customize
with the feature.

Broaden Internet value-added services offerings

Although our users can access Meipai’s content and interact with other users and live streaming hosts for
free, we also offer additional Internet value-added services, or IVAS, to enrich user experience. For example, in
June 2016, we started offering paid virtual gifts and emoji to Meipai users to promote better interaction with our
live streaming hosts and short-form video creators. We enter into revenue-sharing arrangements with such hosts
and creators regarding the revenue derived from the sale of virtual gifts. As a result of this arrangement, hosts
and creators who receive virtual gifts from their audience will be incentivized to host more shows or upload more
videos, thereby adding more content to the Meipai community. Given our massive and highly active user base,
we believe other IVAS, such as premium membership, will also present significant monetization opportunities
for us. In addition to IVAS on Meipai, we launched our first mobile game, Beauty Box in April 2016, from which
we generate IVAS revenue through the sale of virtual items.
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Further develop data insights and technology capabilities

Our proprietary data insights and leading technological capabilities enable us to innovate and optimize
products on an ongoing basis. We intend to continue to invest in our powerful data analytics capabilities and
cutting edge technologies. For example, we are in the process of exploring and developing visual content sharing
technology that would allow users to share photos and videos across apps or among specific groups. We also plan
to further develop our technology stack, including but not limited to facial recognition, machine learning,
computer vision and augmented reality technologies to better understand and anticipate user behavioral trends,
which in turn can be applied to the development of our apps, advertising business, e-commerce initiatives and
IVAS offerings.

Pursue strategic investments and acquisitions

We intend to continue to strategically invest in or acquire businesses that are complementary to our
business. For example, we have made minority investments in a number of businesses specializing in different
technologies and products that may be used to upgrade our products, including businesses focused on mobile 3D
imaging and augmented reality glasses.

In the future, complementary businesses we plan to continue to invest in or acquire include businesses that:
(i) possess cutting-edge technologies such as machine learning, computer vision, virtual reality, augmented
reality and other technologies related to our business; (ii) have proven monetization models in Internet services,
including but not limited to advertising, e-commerce and IVAS, that synergize with our plans to continue
monetizing our user base; (iii) operate apps or social communities with meaningful user bases; or (iv) own
quality entertainment intellectual property or produce quality video content, such as production houses, which
can enrich our content and entertainment offerings. As of the Latest Practicable Date, we have not identified any
potential acquisition targets.

OUR BUSINESS

Our mission is to make the world a more beautiful place. To carry out this mission, in 2008, we launched
Meitu ([ 7575) as a smart and simple, user-friendly product that enables one-click photo enhancement. We
currently offer a portfolio of photo and community apps. We also offer Meitu smartphones that enable users to
quickly snap quality, ready-to-share photos and videos. Historically, we primarily generated revenue from the
sale of Meitu smartphones and online advertising services. For the years ended December 31, 2013, 2014 and
2015 and the six months ended June 30, 2016, our smart hardware segment, which primarily comprises the sale
of Meitu smartphones, contributed 59.7%, 87.8%, 89.9% and 95.1% of our total revenue, respectively, and online
advertising services contributed to 40.2%, 11.9%, 9.8% and 4.4% of our total revenue, respectively. The sale of
smartphones was our first major initiative to monetize our user base. We intend to further create value for our
users, our business partners and our Company through different monetization efforts. For further details on our
future plans for monetization, see “— Our Strategies”.

We currently operate two business segments, namely smart hardware and Internet services and others.
Smart hardware currently comprises primarily the sale of Meitu smartphones, and Internet services and others
comprises online advertising and the sale of virtual items on Meipai and in our mobile game. The following table
sets forth a breakdown of revenue contributions from the two business segments for the periods indicated.

For the Three

For the Six Months Ended Months Ended

For the Year Ended December 31, June 30, September 30,
2013 2014 2015 2015 2016 2016

RMB % RMB % RMB % RMB % RMB % RMB %

(in thousands, except percentages)

(unaudited) (unaudited)
Smart Hardware ............ccooeevviiieiiinnennn. 51,305 59.7 428,360 87.8 667,122 89.9 138,780 76.8 556,847 95.1 609,569 97.1
Internet Services and Others .................. 34,572 403 59,689 122 74,691 10.1 41,820 232 28,630 49 18,500 2.9
Total........cooovviiiiiiiiii 85,877 100.0 488,049 100.0 741,813 100.0 180,600 100.0 585,477 100.0 628,069 100.0
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Note:

(€)] The revenues for the third quarter of 2016 as set forth in the above table are derived from our condensed consolidated financial
information for the three months ended September 30, 2016, which has been reviewed by our Reporting Accountant,
PricewaterhouseCoopers.

As of June 30, 2016, we had six core apps, namely Meitu (FE7%7%), Meipai (5#7H), BeautyCam
(FEZAHIHEE), BeautyPlus, SelfieCity (7] H7#1) and MakeupPlus (1% #7#%). In October 2016, we had approximately
456 million total MAUS for our full suite of apps, including 106 million for Meitu, 110 million for Meipai, 131
million for BeautyCam, 43 million for BeautyPlus, 29 million for SelfieCity and 22 million for MakeupPlus.
These six core apps accounted for more than 96.7% of our total MAUs in October 2016. We have also launched
various other popular innovative apps such as Expression Factory (15 L), POMELO (#1 7-#1#¢), Meitu Tietie
(ARG ), Poster Labs (F##R-LI%), Air Brush and Airvid (F#7AHF). We have developed and launched more
than 20 apps since 2011.

Since launching Meitu smartphones in 2013, we have successfully introduced two series of smartphones
and five smartphone models. For the years ended December 31, 2013, 2014 and 2015, the six months ended
June 30, 2016 and the four months ended October 31, 2016, we sold a total of 27,917, 277,595, 387,775, 289,079
and 357,367 Meitu smartphones, respectively, with average selling prices of approximately RMB1,834,
RMBI1,533, RMB1,699, RMB1,903 and RMB1,992 per unit, respectively. The gross margin from the smart
hardware segment for the four months ended October 31, 2016 remained relatively steady as compared to that for
the six months ended June 30, 2016.

We also sell advertising space in our apps, currently primarily in the form of icon ads and banner ads.
During the Track Record Period, leading consumer and lifestyle brands have placed advertisements with us. Our
online advertising revenue for the nine months ended September 30, 2016 was RMB34.4 million, and our online
advertising revenue for the month ended October 31, 2016 was moderately higher than the monthly average
revenue achieved in the three months ended September 30, 2016. Besides the sale of Meitu smartphones, which
contributed a significant majority of our total revenue during the Track Record Period, Meitu and BeautyCam
contributed most of our total revenue through online advertising during the Track Record Period.

We began generating IVAS revenue on Meipai in June 2016, allowing users to purchase virtual gifts, such
as flowers, to show support to live streaming hosts and short-form video content creators. Since the launch of
Internet value-added services on Meipai in June 2016, gross billings and revenue from Meipai amounted to
RMBI12.1 million and RMB9.9 million, respectively, as of September 30, 2016. Our gross billings and revenue
from Meipai for the month ended October 31, 2016 were moderately higher than the monthly average gross
billings and revenue achieved in the three months ended September 30, 2016, respectively.

We also operate Beauty Box (¥7/J%), a casual mobile game targeting female users, in cooperation with
Forgame. The game was jointly developed by Forgame and us, and the iOS and Android versions were launched
in April 2016 and June 2016, respectively. We offer the basic features of Beauty Box for free, and generate IVAS
revenue when players purchase virtual items. Gross billings from Beauty Box for the month ended October 31,
2016 was moderately higher than the monthly average gross billings achieved in the three months ended
September 30, 2016.

The following table sets forth our revenue from Internet services and others for the first three quarters of
2016.

Q12016 Q22016 Q32016

(in RMB thousands,
unless otherwise stated)

Internet Services and Others
Revenue (Uunaudited) ..........ooiiniiiiii e 19,051 9,579 18,500

Note:

(1) The revenue for the Internet services and others segment for the third quarter of 2016 as set forth in the above table is derived from our
condensed consolidated financial information for the three months ended September 30, 2016, which has been reviewed by our
Reporting Accountant, PricewaterhouseCoopers.
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The following table sets forth certain financial and operating metrics for our Internet services business,
mainly comprising online advertising, Meipai IVAS and Beauty Box, for the first three quarters of 2016.

Q12016 Q22016 Q320160

(in RMB thousands,
unless otherwise stated)

Online Advertising

Revenue (Unaudited) ........c..oviiniiiiii e 18,070 7,833 8,512
Number of advertisers (in actual NUMDErS)...........coiviiiiriiiiiii e, 15 10 19
Number of advertising platforms connected (in actual numbers) ...............c.......... — — 2
Meipai IVAS®

GrOSS DILIINES .ot — 1,307 10,807
Revenue (unaudited)®) ... ... — 729 9,186
Total live streaming viewing time (in million minutes)® ..............c..ccooiniiiniennn. 131.2 9054 1,898.6
Average monthly paying users® (in thousands) .............ccooeeviiiiiiiiniiniineenneen, — 58.0 137.6
Beauty Box®

GrOSS DILIINES .o — 1,480 1,418
Revenue (unaudited)®) ... ... — 830 432
Average monthly paying users® (in thousands) ...........c..cccoeeiiiiiiiiiniiniineenneen, — 5.8 9.5
Notes:

(1) The revenues for the third quarter of 2016 as set forth in the above table are derived from our condensed consolidated financial
information for the three months ended September 30, 2016, which have been reviewed by our Reporting Accountant,
PricewaterhouseCoopers.

(2) Meipai commenced live streaming servic