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Sohu’s property lending 
+ Caught in the Kaisa blow up 

Sohu is likely to realize losses from Kaisa’s default. Its total loans to 
Kaisa are fully RMB 68 mln, raising alarms over just how large 
Sohu’s off-balance-sheet exposure to property developers has 
become. 

+ Incremental margins still negative 
Sohu still loses money for every new dollar of revenue it manages to 
bring in. Incremental operating margins in Q3 were -150%. 

+ Maintain PT at USD 16.29; SELL 
We maintain our price target of USD 16.29 on a DCF basis. We 
believe that Sohu not only has no more growth paths to offer but 
will continue to run down its cash and erode the equity value of the 
company. 
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Sohu wrote loans to Kaisa 

alone to the tune of 68 mln 
RMB, all off balance sheet 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

All Roads Lead to Peer-to-Peer 
Lending 
	  
Media reports from January 6 indicated that Sohu may take a loss 
on the default of Kaisa Group, a regional property developer that 
recently defaulted on its debt and appears to have committed 
serious accounting fraud. Investors can be forgiven for raising an 
eyebrow. Wasn’t Sohu supposed to be a tech company? What could 
its internet portal, search engine, and gaming have to do with a 
high-flying property developer in Guangdong? 

Yet the case is by no means anomalous. Sohu had apparently lent 
pre-mortgage financing via its off-balance sheet, P2P platform, 
Souyidai, to 202 buyers of Kaisa units. In total, such loans 
amounted to fully 68 mln RMB. These buyers may never get their 
properties, and so are at risk of defaulting on their loans.  

Sohu’s involvement with Kaisa is illustrative not just of the perils 
of off-balance-sheet lending, but of how a ruthless deterioration 
on Sohu’s core business has propelled it into increasingly dubious 
business practices. Moreover, if Sohu has 68 mln RMB in loans to 
a regional developer, one shudders to think what its total off 
balance sheet (and completely undisclosed) exposure might be. 

Souyidai 
Sohu’s P2P platform, Souyidai, is little more than an off-balance 
sheet bank, attracting investors in a variety of fixed-income 
investment products. Some products are loans to discrete persons 
or projects, while others appear to be CDO-like packages of other 
investment products. Sohu guarantees both principal and interest, 
but in keeping with standard industry practice does not report 
these on its own balance sheet. Indeed, Sohu specifically discloses 
that, “The Sohu Group has three VIEs that are not consolidated, 
since the Group is not the primary beneficiary.” These appear to 
refer to at least two Souyidai companies, Souyidai (Beijing) 
Information Technology Consulting Ltd and Souyidai (Beijing) 
Network Technology Consulting Ltd. , founded in July and April of 
last year, respectively. 

When Sohu first announced it was moving into P2P, it faced a fair 
amount of derision. Sohu appeared to be entering yet another 
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Sohu’s off balance sheet 
lending is also driving its 

“ad” revenue 
 
 
 
 
 

industry in which it was a late-moving also-ran with no innovation, 
no competitive advantage, really no apparent business strategy. 

	  
Sohu 12:1% annual interest for 11 month product gauranteed by Kaisa. Image 
Source: https://www.souyidai.com/bid/detail/4837178263883 

 

In the example above Sohu offers a product with 12.1% interest 
for home-buying loans. It was guaranteed by—and almost 
certainly used to purchases units from –Kaisa.  

Souyidai’s lending is a little different from other P2Ps. Its 
Shoufudai product is exclusively targeted toward home buyers. 
They are essentially second mortgages, allowing home buyers to 
finance their purchases with little equity, sometimes without any 
equity at all. Moreover, these loans are often collateralized by 
property to which the buyer does not yet have title, and on which 
banks and/or trusts have a first lien. Which is to say, Souyidai’s 
loans aren’t really collateralized at all. So with Kaisa in default, 
Souhu naturally has to pick up the check.  

Why on earth would Sohu go into such a dubious business? Cynics 
may say that Sohu is merely repeating their time-old strategy of 
being a money-losing also-ran in as many different businesses as 
it can think of. But we believe Souyidai may be more intimately 
connected to Sohu’s core advertising business than is apparent at 
first blush. 
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Borrowers of second 

mortgages drive e-
commerce sales through 

Sohu’s Focus.cn cards 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Focus on Focus 

The powerhouse behind Sohu’s brand advertising is Focus.cn, its 
real estate portal. In Q3, Focus revenues stood at $27mln, up 16% 
YoY, giving it a growth rate far in excess of the rest of Sohu’s 
advertising business. Growth derived from the “e-commerce 
business.” This is code for using discount or “VIP” cards to 
generate housing sales. 

Table 1. Real estate revenues 
 Q3 2013 Q3 2014 Growth 

Total brand advertising 
revenue 131,568 147,626 

12% 

Real estate revenue 23,300 27,000 16% 

Source: Company filings, earnings transcripts 

Sohu’s home-buying loans appear to be a means of pumping 
Focus.cn revenue. For example, when you log into Souyidai to 
request a loan, it tells you that their “partner in cooperation” is 
Focus.cn. 

	  

	  
The Souyidai website says that all you need to apply for a lone is an identity 
card, a credit report, proof of employment, and bank statements going back six 
months. Souyidai’s “cooperation partner” is Focus.cn. Source: Souyidai.com. 
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Incremental margins are 
still negative, indicative of 
a company with shrinking 

intrinsic value 
 
 
 
 
 
 
 
 
 
 

Meanwhile, Focus.cn’s own website makes the connection between 
Focus.cn “property resources”1 and listings on the P2P platform 
explicit.2 

It is easy to see how things went wrong. In order to generate 
“advertising” revenues, Sohu—like other property portals such as 
Soufun and Leju—began to guarantee sales for developers. These 
sales were generated by offering discounts through VIP 
membership cards. But when even discounts fail to generate 
transactions, we hypothesize that Sohu began offering straight-up 
financing in return for advertising contracts. In effect, Sohu is 
funding its own sales, but since it is doing so off balance sheet 
there is no discernible growth in accounts receivable. Those off-
balance sheet receivables have just gone bad. 

From worse to even worse 
In our last update of Sohu, we noted that incremental margins had 
gone negative. In Sohu’s most recent filings, things have gone 
from bad to worse. 

Table 2. Incremental margins 
USD (000s) Q2 2013 Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014 

Revenue 338,904 368,323 385,451 365,315 400,151 430,415 

Gross Profit 225,259 242,833 248,065 226,817 230,265 107,971 

Operating 
income 64,448 52,189 -4,092 -68,613 -61,805 -40,688 

Operating 
margin 19% 14% -1% -19% -15% -9% 

Incremental 
margin 26% -14% -80% -242% -206% -150% 

Source: Company filings 

For over a year now, Sohu has lost money on each new dollar of 
revenue. Sohu’s predicament recalls a joke from the dot-com era: 
when asked how a company would compensate for negative 
margins, management replied, “We’ll make it up on volume.” 

The hemorrhaging is coming mainly from brand advertising. Brand 
advertising’s incremental margin is at negative 22%. Not the kind 
of returns that get investors excited. However, this is at least an 
improvement on the previous quarter, suggesting a turn around 
might be on the offing. 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 房源 

2 http://corp.sohu.com/20140911/n404241265.shtml 2 http://corp.sohu.com/20140911/n404241265.shtml 
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Chart 1. Incremental margin: Brand Advertising 

	  
Source: Company filings 

We believe otherwise, however. It appears that Sohu’s brand 
advertising would have continued to worsen had not management 
delayed purchases of video content. Management admitted, “For 
the first three quarters of 2014 our content spending was behind 
some of our competitors.” When questioned how this could be 
sustainable in the case of aggressive content purchases by 
Tencent and Alibaba, management’s response borders on 
incoherent: 

By spending less but continue to have the … picks of the 
really good content, and make sure that the good TV dramas 
and American shows and the key areas, and also to continue 
our track record of in-house produced content that proved to 
be cost effective. So, this is our … basically an integrated 
management style to make sure that good content gets good 
marketing and also good product, and the technology serves 
the content. So these are the overall strategy. 

Over the past three quarters, Sohu’s intangibles have stood still 
while competitors continue to compete for content; Youku’s 
intangibles have increased fully USD 27 mln since the end of last 
year. Management hand-waving aside, Sohu will have to absorb 
even worse margins in the future as it ramps up content spending, 
or else Sohu Video must give up the ghost. Which is not to say that 
Sohu has been conservatively husbanding its cash. It recently 
announced plans to purchase 56.com, another also-ran video site, 
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for $12mln dollars.3 56.com has not been faring well of late. 
According to Alexa, the page is ranked only 373rd in China and has 
declined sharply over the last 12 months. 

	  

 

Source: Alexa.com 

A Chinese coworker’s response upon hearing of the deal was, 
“56.com still exists?” How much longer before the same is asked of 
Sohu? 

Risks 
The major risk for Sohu is a change in management strategy. If 
management decides to liquidate the company in whole or in part, 
it could unlock major shareholder value through the following 
actions: 

• Selling off assets such as Sohu Video and Sogou 

• Seeking acquirers for the entire company or parts of the 
company 

• Cutting back drastically on product development and sales 
and marketing, and paying out cash in dividends 

 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
3 http://www.globaltimes.cn/content/901772.shtml 
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Proforma financials 
Table 3. Statements of comprehensive income 

USD 000 2012 2013 2014 FCST 2015 FCST 2016 FCST 2017 FCST 2018 FCST 
Revenues: 
Online advertising: 
Brand advertising 290,205.0 428,526.0 578,510.1 780,988.6 1,054,334.7 1,423,351.8 1,921,524.9 
Search and others 124,389.0 198,915.0 361,229.6 433,475.6 520,170.7 624,204.8 749,045.8 
Subtotal of online 
advertising revenues 414,594.0 627,441.0 939,739.7 1,214,464.2 1,574,505.3 2,047,556.6 2,670,570.7 

Online games 570,346.0 669,168.0 634,530.0 634,530.0 634,530.0 634,530.0 634,530.0 
Mobile 55,893.0 53,547.0 53,547.0 53,547.0 53,547.0 53,547.0 53,547.0 
Others 26,368.0 50,118.0 50,118.0 50,118.0 50,118.0 50,118.0 50,118.0 
Total revenues 1,067,201.0 1,400,274.0 1,677,934.7 1,952,659.2 2,312,700.3 2,785,751.6 3,408,765.7 
Cost of revenues: 
Online advertising: 
Brand advertising 161,195.0 221,659.0 370,246.5 499,832.7 674,774.2 910,945.1 1,229,775.9 
Search and others 70,628.0 109,139.0 162,553.3 195,064.0 234,076.8 280,892.2 337,070.6 
Subtotal of cost of 
online advertising 
revenues 

231,823.0 330,798.0 532,799.8 694,896.7 908,851.0 1,191,837.3 1,566,846.5 

Online games 76,350.0 93,307.0 158,632.5 158,632.5 158,632.5 158,632.5 158,632.5 
Mobile 36,893.0 32,654.0 32,654.0 32,654.0 32,654.0 32,654.0 32,654.0 
Others 24,592.0 23,291.0 23,291.0 23,291.0 23,291.0 23,291.0 23,291.0 
Total cost of revenues 369,658.0 480,050.0 747,377.3 909,474.2 1,123,428.5 1,406,414.8 1,781,424.0 
Gross profit 697,543.0 920,224.0 930,557.4 1,043,185.0 1,189,271.9 1,379,336.8 1,627,341.6 
Operating expenses: 
Product development 181,359.0 276,120.0 394,178.6 531,970.1 585,445.2 687,613.1 818,517.5 
Sales and marketing 214,736.0 351,653.0 364,780.0 570,871.9 658,684.6 775,281.0 930,345.4 
General and 
administrative 75,243.0 108,970.0 120,459.6 138,609.8 162,591.0 194,339.8 236,449.7 

Goodwill impairment 
and impairment of 
intangible assets via 
acquisition of 
businesses 

2,906.0 0.0      

Total operating 
expenses 474,244.0 736,743.0 879,418.2 1,241,451.8 1,406,720.8 1,657,233.9 1,985,312.6 

Operating profit 223,299.0 183,481.0 51,139.2 -198,266.8 -217,448.9 -277,897.1 -357,971.0 
Other income/(expense) 5,422.0 12,721.0 0.0 0.0 0.0 0.0 0.0 
Interest income 25,277.0 27,829.0 42,009.4 47,231.0 43,108.4 38,988.1 33,854.7 
Exchange difference -635.0 -6,660.0 0.0 0.0 0.0 0.0 0.0 
Income before income 
tax expense 253,363.0 217,371.0 93,148.6 -151,035.8 -174,340.5 -238,909.1 -324,116.3 

Income tax expense 76,171.0 50,422.0 18,629.7 -30,207.2 -34,868.1 -47,781.8 -64,823.3 
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Income from continuing 
operations 177,192.0 166,949.0 111,778.3 -181,243.0 -209,208.6 -286,690.9 -388,939.5 

Gain from discontinued 
e-commerce operations 0.0 0.0      
Net income 177,192.0 166,949.0 111,778.3 -181,243.0 -209,208.6 -286,690.9 -388,939.5 
Less: Net income 
attributable to the 
mezzanine-classified 
noncontrolling interest 
shareholders 

11,196.0 17,780.0      

Net income/(loss) 
attributable to the 
noncontrolling interest 
shareholders 

78,837.0 82,044.0 14,129.9 -2,360.8 -2,360.8 -2,360.8 -2,360.8 

Dividend or deemed 
dividend to 
noncontrolling Sogou 
Series A Preferred 
shareholders 

14,219.0 82,432.0 0.0 0.0 0.0 0.0 0.0 

Net income/(loss) 
attributable to 
Sohu.com Inc. 

72,940.0 -15,298.0 97,648.4 -178,882.2 -206,847.8 -284,330.1 -386,578.7 

Net income 177,192.0 166,949.0 111,778.3 -181,243.0 -209,208.6 -286,690.9 -388,939.5 
Other comprehensive 
income: Net unrealized 
gains on marketable 
debt securities 

0.0 0.0      

Other comprehensive 
income: Foreign 
currency translation 
adjustment, net of tax 

4,413.0 47,125.0 0.0 0.0 0.0 0.0 0.0 

Comprehensive income 181,605.0 214,074.0 111,778.3 -181,243.0 -209,208.6 -286,690.9 -388,939.5 
Less: Comprehensive 
income attributable to 
the mezzanine-
classified 
noncontrolling interest 
shareholders 

11,196.0 17,780.0 0.0 0.0 0.0 0.0 0.0 

Comprehensive income 
attributable to 
noncontrolling interest 
shareholders 

79,927.0 92,407.0 0.0 0.0 0.0 0.0 0.0 

Dividend or deemed 
dividend to 
noncontrolling Sogou 
Series A Preferred 
shareholders 

14,219.0 82,423.0 0.0 0.0 0.0 0.0 0.0 

Comprehensive income 
attributable to 
Sohu.com Inc. 

76,263.0 21,464.0 97,648.4 -178,882.2 -206,847.8 -284,330.1 -386,578.7 

Basic net income/(loss) 
per share attributable 
to Sohu.com Inc. 

1.9 -0.4 2.6 -4.7 -5.4 -7.4 -10.1 
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Shares used in 
computing basic net 
income/(loss) per share 
attributable to 
Sohu.com Inc. 

38,038.0 38,255.0 38,255.0 38,255.0 38,255.0 38,255.0 38,255.0 

Diluted net 
income/(loss) per share 
attributable to 
Sohu.com Inc. 

1.7 -0.5 2.5 -4.6 -5.4 -7.4 -10.0 

Shares used in 
computing diluted net 
income/(loss) per share 
attributable to 
Sohu.com Inc. 

38,392.0 38,502.0 38,502.0 38,502.0 38,502.0 38,502.0 38,502.0 

Source: Company filings 

Table 4. Balance sheet 

USD 000 2012 2013 2014 FCST 2015 FCST 2016 FCST 2017 FCST 2018 FCST 
ASSETS 
Current assets: 
Cash and cash 
equivalents 833,535.0 1,287,288.0 1,496,152.4 1,331,248.5 1,166,436.1 961,101.1 702,332.5 

Restricted time 
deposits 116,140.0 393,087.0 393,087.0 393,087.0 393,087.0 393,087.0 393,087.0 

Short-term investments 54,901.0 2,827.0 0.0 0.0 0.0 0.0 0.0 
Investments in debt 
securities 79,548.0 82,009.0 0.0 0.0 0.0 0.0 0.0 

Accounts receivable, 
net 98,398.0 154,342.0 184,946.5 215,227.4 254,912.1 307,053.1 375,723.4 

Prepaid and other 
current assets 55,761.0 132,002.0 158,176.7 184,074.6 218,015.2 262,609.2 321,339.9 

Total current assets 1,238,283.0 2,051,555.0 2,232,362.7 2,123,637.5 2,032,450.4 1,923,850.4 1,792,482.8 
Fixed assets, net 178,951.0 564,442.0 564,442.0 564,442.0 564,442.0 564,442.0 564,442.0 
Goodwill 159,215.0 208,795.0 208,795.0 208,795.0 208,795.0 208,795.0 208,795.0 
Intangible assets, net 70,054.0 107,108.0 178,901.5 249,835.3 319,814.9 388,735.2 456,479.8 
Restricted time 
deposits 130,699.0 40,961.0 40,961.0 40,961.0 40,961.0 40,961.0 40,961.0 

Prepaid non-current 
assets 291,643.0 9,527.0 9,527.0 9,527.0 9,527.0 9,527.0 9,527.0 

Other assets 13,792.0 16,327.0 19,564.5 22,767.7 26,965.8 32,481.5 39,745.7 
Total assets 2,082,637.0 2,998,715.0 3,254,553.7 3,219,965.6 3,202,956.1 3,168,792.1 3,112,433.4 
LIABILITIES 
Current liabilities: 
Accounts payable 67,934.0 125,896.0 150,860.0 175,559.9 207,930.5 250,461.7 306,475.7 
Accrued liabilities 117,029.0 227,018.0 272,033.5 316,572.9 374,944.2 451,637.1 552,642.7 
Receipts in advance 
and deferred revenue 89,687.0 113,328.0 135,799.8 158,034.0 187,173.2 225,458.5 275,880.7 

Accrued salary and 
benefits 61,722.0 90,901.0 108,925.8 126,760.0 150,132.6 180,841.5 221,285.4 

Taxes payable 32,115.0 48,324.0 57,906.2 67,387.0 79,812.2 96,137.4 117,637.8 
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Deferred tax liabilities 11,878.0 18,813.0 22,543.4 26,234.4 31,071.7 37,427.2 45,797.5 
Short-term bank loans 113,000.0 410,331.0 410,331.0 410,331.0 410,331.0 410,331.0 410,331.0 
Other short-term 
liabilities 63,352.0 79,798.0 95,621.2 111,277.0 131,794.8 158,752.8 194,256.8 

Contingent 
consideration 76.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total current liabilities 556,793.0 1,114,409.0 1,254,020.8 1,392,156.3 1,573,190.1 1,811,047.2 2,124,307.6 
Long-term accounts 
payable 12,684.0 6,252.0 7,491.7 8,718.3 10,325.8 12,437.9 15,219.6 

Long-term bank loans 126,353.0 0.0 0.0 0.0 0.0 0.0 0.0 
Long-term taxes 
payable 1,782.0 24,835.0 29,759.5 34,632.0 41,017.6 49,407.6 60,457.2 

Deferred tax liabilities 7,998.0 12,337.0 14,783.3 17,203.7 20,375.9 24,543.6 30,032.7 
Contingent 
consideration 0.0 4,162.0 0.0 0.0 0.0 0.0 0.0 

Total long-term 
liabilities 148,817.0 47,586.0 52,034.6 60,554.1 71,719.3 86,389.1 105,709.5 

Total liabilities 705,610.0 1,161,995.0 1,306,055.4 1,452,710.3 1,644,909.5 1,897,436.3 2,230,017.1 
Commitments and contingencies 
MEZZANINE EQUITY 61,810.0 0.0 0.0 0.0 0.0 0.0 0.0 
SHAREHOLDERS' EQUITY: Sohu.com Inc. shareholders' equity: 
Common stock: $0.001 
par value per share 
(75,400 shares 
authorized; 38,326 
shares and 38,089 
shares, respectively, 
issued and outstanding 
as of December 31, 
2013 and 2012) 

44.0 44.0 44.0 44.0 44.0 44.0 44.0 

Additional paid-in 
capital 378,311.0 601,633.0 601,633.0 601,633.0 601,633.0 601,633.0 601,633.0 

Treasury stock (5,889 
shares as of both 

December 31, 2013 
and 2012) 

-143,858.0 -143,858.0 -143,858.0 -143,858.0 -143,858.0 -143,858.0 -143,858.0 

Accumulated other 
comprehensive income 79,542.0 116,304.0 116,304.0 116,304.0 116,304.0 116,304.0 116,304.0 

Retained earnings 770,184.0 752,582.0 850,230.4 671,348.2 464,500.3 180,170.3 -206,408.5 
Total Sohu.com Inc. 
shareholders' equity 1,084,223.0 1,326,705.0 1,424,353.4 1,245,471.2 1,038,623.3 754,293.3 367,714.5 

Noncontrolling interest 230,994.0 510,015.0 524,144.9 521,784.1 519,423.3 517,062.5 514,701.7 
Total shareholders' 
equity 1,315,217.0 1,836,720.0 1,948,498.3 1,767,255.3 1,558,046.6 1,271,355.8 882,416.2 

Total liabilities, 
mezzanine equity and 
shareholders' equity 

2,082,637.0 2,998,715.0 3,254,553.7 3,219,965.6 3,202,956.1 3,168,792.1 3,112,433.4 

Total liabilities, 
mezzanine equity and 
shareholders' equity 

2,082,637.0 2,998,715.0 3,254,553.7 3,219,965.6 3,202,956.1 3,168,792.1 3,112,433.4 

Source: Company filings 
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Table 5. Cash flow 

USD 000 2012 2013 2014 FCST 2015 FCST 2016 FCST 2017 FCST 2018 FCST 
Cash flows from operating activities: 
Net income 177,192.0 166,949.0 111,778.3 -181,243.0 -209,208.6 -286,690.9 -388,939.5 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation 38,748.0 54,948.0      
Share-based 
compensation expense 13,966.0 10,429.0      
Amortization of 
intangible assets and 
purchased video 
content in prepaid 
expense 

63,014.0 75,741.0      

Goodwill impairment 
and impairment of 
intangible assets via 
acquisition of 
businesses 

2,906.0 0.0      

Impairment of 
purchased video 
content 

15,083.0 0.0      

Impairment of other 
intangible assets 5,741.0 3,624.0      
Provision /(Reversal) 
for allowance for 
doubtful accounts 

3,613.0 -120.0      

Excess tax benefits 
from share-based 
payment arrangements 

-5,591.0 0.0      

Investment income 
from investments in 
debt securities 

-5,479.0 -5,564.0      

Contribution from 
noncontrolling 
shareholders Others 

0.0 4,218.0      

Others -1,183.0 -1,288.0      
Changes in assets and liabilities, net of acquisition: 
Accounts receivable -14,761.0 -49,432.0 -30,604.5 -30,280.9 -39,684.7 -52,141.0 -68,670.3 
Prepaid and other 
assets 2,807.0 -51,172.0 -26,174.7 -25,897.9 -33,940.6 -44,593.9 -58,730.7 

Accounts payable 24,445.0 38,333.0 26,203.7 25,926.6 33,978.1 44,643.2 58,795.7 
Taxes payable 5,804.0 20,967.0 14,506.7 14,353.3 18,810.8 24,715.1 32,550.1 
Accrued liabilities 35,029.0 95,394.0 43,299.8 46,959.9 61,543.4 80,860.7 106,494.5 
Receipts in advance 
and deferred revenue 14,051.0 12,562.0 22,471.8 22,234.2 29,139.1 38,285.3 50,422.2 

Other short-term 
liabilities 27,202.0 28,344.0 37,578.4 37,181.0 48,727.7 64,022.4 84,318.2 

Net cash provided by 
operating activities 402,587.0 403,933.0 199,059.4 -90,766.9 -90,634.8 -130,899.0 -183,759.7 

Cash flows from investing activities: 
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Purchase of 
noncontrolling interest 
in 7Road 

0.0 -76,010.0      

Investment in MoboTap 
Purchase of fixed 
assets -89,417.0 -113,842.0      
Purchase of intangible 
and other assets -65,130.0 -98,006.0      
Cash paid related to 
restricted time deposits -244,849.0 -177,701.0      
Proceeds from 
/(purchase of) short-
term investments, net 

-35,785.0 54,398.0      

Other acquisitions, net 
of cash acquired -683.0 -33,685.0      
Loans granted to third 
parties -4,170.0 0.0      
Loan repayments 
received from third 
parties 

4,170.0 0.0      

Other cash proceeds 
related to investing 
activities 

6,083.0 6,009.0      

Other cash payments 
related to investing 
activities 

-2,814.0 -2,792.0      

Net cash used in 
investing activities -432,595.0 -441,629.0 9,805.0 -74,137.1 -74,177.6 -74,436.0 -75,008.8 

Cash flows from financing activities: 
Issuance of common 
stock 790.0 1,915.0      
Issuance of Sogou 
Series B Preferred 
Shares and Class B 
Ordinary Shares 

0.0 476,948.0      

Sohu's purchase of 
Sogou Series A 
Preferred Shares from 
Alibaba 

-25,800.0 0.0      

Repurchase of common 
stock -12,566.0 0.0      
Repurchase of 
Changyou American 
depositary shares 
("ADSs") 

0.0 -17,240.0      

Purchase of shares in 
subsidiary 0.0 0.0      
Portion of Changyou 
dividend distribute to 
noncontrolling interest 
shareholders 

-64,551.0 0.0      

Portion of Sogou 
special dividend 
distributed to holders 

0.0 -139,700.0      
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of Series A Preferred 
Shares other than Sohu 
Proceeds of loans from 
offshore banks 239,353.0 167,000.0      
Payment of contingent 
consideration -13,806.0 -19,736.0      
Excess tax benefits 
from share-based 
payment arrangements 

5,591.0 0.0      

Exercise of share-
based awards in 
subsidiary 

1,353.0 1,794.0      

Proceeds received from 
early exercise of share-
based awards in 
subsidiary 

0.0 5,278.0      

Payment of transaction 
expenses for issuance 
of Sogou Series B 
Preferred Shares and 
Class B Sogou Series B 
Preferred Shares and 
Class B Ordinary 
Shares 

0.0 -5,918.0      

Other cash proceeds 
/(payments) related to 
financing activities 

-1,647.0 0.0      

Net cash provided by 
/(used in) financing 
activities 

128,717.0 470,341.0 0.0 0.0 0.0 0.0 0.0 

Effect of exchange rate 
changes on cash and 
cash equivalents 

2,219.0 21,108.0 0.0 0.0 0.0 0.0 0.0 

Net increase in cash 
and cash equivalents 100,928.0 453,753.0 208,864.4 -164,904.0 -164,812.4 -205,335.0 -258,768.6 

Cash and cash 
equivalents at 
beginning of year 

732,607.0 833,535.0 1,287,288.0 1,496,152.4 1,331,248.5 1,166,436.1 961,101.1 

Cash and cash 
equivalents at end of 
year 

833,535.0 1,287,288.0 1,496,152.4 1,331,248.5 1,166,436.1 961,101.1 702,332.5 

Cash and cash 
equivalents at end of 
year 

833,535.0 1,287,288.0 1,496,152.4 1,331,248.5 1,166,436.1 961,101.1 702,332.5 

Source: Company filings 
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Disclaimer 
	  
This publication is issued by J Capital Research (“J Capital”). This publication has been prepared for the 
general use of the clients of J Capital and unauthorized copying or distribution is prohibited. Nothing in 
this document shall be construed as a solicitation to buy or sell any security or product. In preparing this 
document, J Capital did not take into account the investment objectives, financial situation and 
particular needs of the reader. Before making an investment decision, the reader needs to consider, 
with or without the assistance of an adviser, whether the advice is appropriate in light of their 
particular investment needs, objectives and financial circumstances. J Capital accepts no liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use of this publication 
and/or further communication in relation to this document. 


