
“Believing in the Power of Passion”
CEO William Ding’s Letter to Investors
On NetEase’s 20th Listing Anniversary

Dear NetEase Investors,

When NetEase went public on Nasdaq in June 2000, we began a new journey, which coincided
with the start of a new century. We were all curious about what the future would hold.

NetEase’s share price has risen significantly in the 20 years since listing, and we have
maintained a regular quarterly dividend for the last six consecutive years, a trend that strongly
demonstrates our commitment to returning value to shareholders and symbolises our youthful
vigor and vitality.

We are truthful, high-spirited, enthusiastic and curious, rather than complicated and
calculating. The contrast of our uncomplicatedness to a world full of complications often
makes NetEase an “enigmatic” company. I’d like to take this opportunity to dispel some of the
confusion and misconceptions that may exist about our business.

1. Some say they don’t understand NetEase’s strategies.

In my view, the term “strategy” has become an overly metaphysical concept, which one
associates with an ambitious blueprint and elaborate planning. However, the
attractiveness of business lies precisely in the fact that unexpected occurrences often undo
carefully calculated plans.

For NetEase, our business strategy is by no means derived from some grand masterplan.
Before embarking on new businesses, we usually ask ourselves three questions: Does this
product truly address user needs? Are we passionate about it? Are we capable of
delivering superior services and products compared to our competitors?

This is our philosophy — one that is centred on user demand, driven by dedication and
empowered by capability. Our philosophy embodies a relentless pursuit of our vision and
an unwavering belief that we will find our answers in the end.

As such, the notion of being “user centric” and “passionate” is manifest in the history of
our company. Through these ideas, one can truly understand us. In an ever-changing
world, our ethos and perpetual desire to meet users’ demands remain constant.

NetEase believes in the power of people.

2. Some say they don’t understand NetEase’s pace.

When it comes to the internet, being perceived as being slow seems to be a “sin” to some.
However, the mere desire for speed comes at the cost of the inability to appreciate beauty
and what is really important to users and what makes a product great. NetEase has never
feared to progress at its own pace. Instead of being driven by short-term goals, we focus
on innovation and delivering premium content and an excellent experience to users. This
is the path that we have chosen and adhered to since our early days.

Developing “premium content and product excellence” involves years of hard work. It
requires us to dig deep and gain insights into user needs and to attend to the most intricate
product details. We are okay with spending two decades to fine-tune a game or several
years to perfect a music app. Our principle is an unwavering belief in proceeding at our
own pace, come what may.
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Running a company is not a 100-meter sprint but rather a marathon. One does not simply
win the race with a faster start. As we focus on our long-term goals, we strive to create
wonders for our users and the best possible products and services.

NetEase believes in the power of time.

3. Some say they don’t know how to define NetEase.

NetEase has experienced and withstood numerous market cycles. Our resilience through
difficult circumstances is not a result of wit or luck, but a testament to our respect of and
adherence to the fundamental driver of long-term business success: the creation of true
value for our users and society at large.

From e-mail services, web portals and interactive entertainment to Youdao products, open
courses, music streaming and e-commerce services, etc., we don’t define ourselves as a
specific type of company nor limit ourselves to one particular field. As long as we believe
in our ability to make a difference, we are willing to go the extra mile to achieve it.

Such philosophy sometimes comes at a potential cost of missing short-term gains or being
misunderstood, and sometimes being mocked. However, we embrace these obstacles with
an unwavering faith in our mission and our values.

We hope to bring a little more positivity and a little more wonderfulness to the world
every time that we can. When there is a clash between idealism and practicality, our
approach is to lean toward the former. Our thinking is grounded in the belief that if we
stick with our principles, wonderfulness will gradually come and be evident in our
offerings.

Such is the underlying ethos for success.

NetEase believes in the power of faith.

The Future of NetEase

NetEase’s growth will continue to be transparent and driven by our faith and passion. This
remains our blueprint for the next 20 years, one which we will adhere to and persevere with.
Going forward, we are committed to the following four causes:

1. Building an organization that is self-evolving and entrepreneurial

Since the end of 2018, we have enacted a series of organizational and structural
adjustments to streamline and stay focused on our core businesses, which we believe has
made us more resilient to global crises. Our next step is to prioritise organizational
development. We recently revisited our corporate culture, accentuating key notions of our
corporate values such as “passion” and “connection with users” with our employees —
values we intend to embody and uphold.
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NetEase became listed on Nasdaq when I was 29 years old. At that time, we had 221
employees. Today, the number of our employees has grown almost a hundred-fold to over
20,000, while the average age of our employees has remained under 29. A coincidence,
but also a perfect reflection of NetEase: seasoned and mature, yet young and
entrepreneurial.

We will continue to aggressively search for youthful, intelligent, dedicated and intrepid
talents to train and nurture. We want them to have the right opportunity to grow quickly
and shine. This will be of great importance.

2. Advancing NetEase’s strategy of quality and excellence to continue delivering
products and services that make us proud

2020 will no doubt be a year of uncertainties and challenges, but our pursuit of excellence
remains unchanged. NetEase strives to run businesses and develop products that
withstand the test of time. We aim to exceed user expectations, not merely meet them.

We aspire to create products and services that our employees are proud of and our users
truly love. While such pursuit of excellence may bring forth competition and imitation,
it will further drive us to reflect and continue to innovate in order to be an industry leader
— a positive cycle that ultimately improves the user experience.

3. Embracing global opportunities while further solidifying our position in China

In the last several years, NetEase has started to explore global opportunities. While some
people may not have noticed these efforts, we have seen remarkable results in these early
explorations.

Becoming more global is a crucial part of and an inevitable step in NetEase’s growth. Our
vision to “foster collaboration and realize people’s aspiration for a better life through
technology and innovation” calls for a bigger platform. Going forward, as we continue to
solidify our position in China, we will also further expand overseas, driving innovation
and breakthroughs through incubation, investment, collaboration, and strategic
partnerships. We strongly believe that high-quality Chinese products and services deserve
more spotlight on the international stage.

4. Empowering individuals with more accessible resources

The start of NetEase was inspired by the spirit of the internet. We will continue to adhere
to this spirit of openness, fairness and sharing as we march forward. We are not only
driven by short-term profits and hope our stakeholders can understand and support our
philosophy.

The post-COVID-19 era may be different but also presents unique opportunities for
growth. NetEase will continue to help our community in areas such as basic human needs
and empower people with innovations and technology in areas such as education and
entertainment.

So to the shareholders of NetEase, I wish to say that when NetEase first became public
20 years ago, our youthfulness was the biggest barrier to gaining trust from the
investment community and the media. But as you have witnessed, it was exactly our
youthfulness that fuelled our enthusiasm for hope and opportunity in the decades that
followed.
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As we come to NetEase’s 20th listing anniversary this month, we are at another new starting
point. We are also preparing our secondary listing on the Stock Exchange of Hong Kong,
bringing our established brand back to China. I believe that returning to a market that is closer
to our roots will further fuel our passion in our business and our users.

We would like to thank our colleagues and users for accompanying us on NetEase’s long
journey. And a big thank you to our shareholders. I would like to conclude with a phrase I used
in 2003 at my alma mater:

“To date, we have yet to achieve success and are still growing.”

William Ding

Founder and CEO of NetEase
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