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We hosted Kuaishou’s CFO and Investor Relations team at a NDR meeting where 
investor focus centered on: 1) Kling AI commercialization trajectory and 
competitive edges/differentiation vs. peers, with management highlighting strong 
ARR ramp supported by B-end demand and continuous model iteration; 2) Capex 
ramp driven by AI investment with clear ROI framework, while core platform 
profitability remains largely stable with slight upward trend excluding AI-related 
investments; and 3) Main business trends, where macro headwinds persist but 
growth opportunities are emerging in content consumption-related industry (short 
dramas and AI comics dramas), local services, and AI-related ad spending. 

Kling AI 
1. Client categories, and application scenarios. Management highlighted that 
Kling’s user base is diversified across three major groups: 

Advertising clients (~30%), including brand advertisers, 4A agencies and n

studios leveraging Kling for AI-generated marketing content. 

Professional content creators (~30%), particularly in vertical video and short n

video production, and increasingly AI-generated short dramas and comic 
dramas. 

Scenario-driven enterprise users (~40%), such as gaming companies and other n

verticals with embedded video generation use cases. 

2. ARR trajectory & drivers, revenue mix and C-end dynamics. Management 
noted that Kling reached c.US$500mn ARR in March, indicating strong monetization 
acceleration following major version upgrades. 

API revenue accounted for ~60% in 1Q26 (vs. <50% in 4Q25), demonstrating n

rapid scaling of enterprise demand. Subscription revenue accounted for ~40%. 

ARR growth is version-driven, with sharp step-ups following major technical n

releases, per management. 

C-end demand remains event-driven and less predictable, with short-term n

spikes driven by new features going viral in social media, while B-end/API 
demand provides a more stable and scalable growth backbone. 

3. Video-generation AI model TAM. Management estimates the current video 
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generation TAM at c.US$150bn, expanding toward US$200bn, driven by higher 
penetration into various content formats such as short dramas and films/TV dramas. 
Importantly, management noted longer-term TAM could expand further through world 
models / physical AI applications, although still difficult to quantify at this stage. 

4. Competitive strength. Management reiterated Kling’s top-tier competitive position, 
supported by: 

Proven track record of SOTA innovation and ability to define industry n

“non-consensus” directions that later become standard, including early adoption 
of DiT architecture, Multi-modal visual language (MVL), and Omni video models. 

Self-reinforcing technology–commercialization flywheel. Specifically, each wave n

of technology leadership (e.g., major version upgrades) has historically driven a 
step-up in ARR and revenue growth, enabling the company to reinvest into compute 
infrastructure (GPUs) and top-tier talent acquisition, thereby further strengthening 
model capabilities. 

Team with execution capability combining research and engineering strength.  n

Deep video data accumulation and multimodal understanding via Kuaishou SFV n

ecosystem. 

5. Differentiation vs. peers. Management highlighted clear product positioning 
differentiation vs. competing models: 

Kling mainly targets professional users and focuses on long-prompt precision, high n

controllability, and superior output quality (including native 4K). 

Peers are primarily catered to C-end users and relatively stronger in short-prompt n

automation and C-end usability. 

Management expects Kling’s advantage in precision control and output quality to n

widen as application scenarios move toward professional production (film, 
TV-quality content), although top tier models’ capabilities are comparable with each 
other in current short drama / PUGC scenarios. 

6. Technology roadmap and future direction. Management outlined a dual-layer 
roadmap, specifically: 

Model architecture: 1) continue improving diffusion models; 2) explore combination n

of auto-regression (detail precision) + diffusion (broader structure). 

Application layer: 1) enhance professional-grade features (e.g. video quality n

enhancement, camera movement, physical realism, multi-language output, etc.); 2) 
deepen integration with creator workflows and collaborative tools. 

7. Talent acquisition. Management emphasized that AI is talent-driven, with: 

Competitive compensation and incentive mechanisms; n

Focus on both top-tier “special forces” (leading researchers) and engineering teams. n

Capex 
1. Management guided c.Rmb26bn Capex for FY26 (already Rmb12bn in 1Q26 due to 
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frontloaded purchase on supply chain considerations). 

2. Management elaborated underlying ROI rationale for inference vs. training chips, 
specifically: 

Inference GPUs are directly tied to revenue/ARR growth while maintaining n

reasonable gross margin. 

Management noted there is headroom for Kling gross margin improvement o

driven by: 1) inference chips cost optimization (including domestic chips); 2) 
improving utilization of chips through load balancing; 3) price hike for 
premium versions. 

Training GPUs are linked to model innovation and long-term competitiveness and its n

ROI has been proved by historical success of major version upgrades driving ARR 
surges. 

Main business 
Advertising. Management acknowledged ongoing macro headwinds, including 
competition and regulatory/tax impacts. However, several growth pockets remain: 

Content consumption-related industry led by short dramas and AI comics dramas n

continues to see strong growth momentum; 

Local services/leads-based advertising remains decent growth trend and is n

underpenetrated. 

AI-related advertisers have sufficient budgets. n

E-commerce. Management indicated near-term monetization rate faces pressure, 
specifically: 

Take rate constrained by merchant support measures, including commission n

rebates to KOLs and traffic subsidies for merchants. 

Near-term focus remains on supporting SMEs amid macro pressure. n

1 June 2026   3

Goldman Sachs Kuaishou Technology (1024.HK)

14
fe

38
88

06
f5

4c
7a

ad
85

52
7f

73
6a

1d
b6



Key Highlights 
 
 

 

 

 

 

Exhibit 1: Kling AI overseas weekly active users saw a 
strong surge in early-May due to video clips gaining 
popularity 

 

Exhibit 2: Kling AI overseas weekly grossing demonstrated 
a notable upward trend with expanding user base 
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Source: SensorTower, Data compiled by Goldman Sachs Global Investment 
Research

 
 

Source: SensorTower, Data compiled by Goldman Sachs Global Investment 
Research

 

Exhibit 3: Kling AI: We expect Kling AI total annual 
revenue to reach US$576mn in 2026E 

 

Exhibit 4: Kling AI: we expect 2B revenue as % of total 
Kling AI revenue to continue increasing in the following 
quarters from c.60% in 1Q26 
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Source: Goldman Sachs Global Investment Research

 
 

Source: Company data, Goldman Sachs Global Investment Research

 

Exhibit 5: Kling AI: We expect ARR monthly trend to 
continue ramping up in 2026E 

 

Exhibit 6: Kling AI: ARR trend by quarter-end 
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Source: Company data, Goldman Sachs Global Investment Research

 
 

Source: Company data, Goldman Sachs Global Investment Research
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Price Target Risks and Methodology - Kuaishou Technology 
Valuation methodology: We are Buy rated on Kuaishou with a 12m target price of 
HK$70, based on P/E valuation (target P/E multiple of 15X applied to our avg. 2026-27E 
EPS).  

Key downside risks: 1) Slower-than-expected ad budget recovery; 2) 
Weaker-than-expected Kling monetization; 3) Slower-than-expected growth of its 
aggregate user engagement base (DAU x time spent per DAU); 4) Lower-than-expected 
profitability; 5) Weaker-than-expected AI progress. 

 

 

Exhibit 7: Kuaishou: Summary of estimates 

 
 

Source: Company data, Goldman Sachs Global Investment Research
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Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 29 May 2026 close.

1024.HK 12m	Price	Target:	HK$70.00 Price:	HK$45.54 Upside:	53.7%

 

Buy  
 

GS Forecast
 

Market	cap:	HK$194.2bn	/	$24.8bn

Enterprise	value:

HK$176.8bn	/	$22.6bn

3m	ADTV:	HK$2.5bn	/	$324.8mn

Hong	Kong

China	Games,	Entertainment	&

Healthcare	Tech

M&A	Rank:	3

Leases	incl.	in	net	debt	&	EV?:

Yes

 

12/25 12/26E 12/27E 12/28E

Revenue	(Rmb	mn) 142,776.0 146,777.8 155,384.9 166,600.4

EBITDA	(Rmb	mn) 34,286.3 32,018.3 36,701.7 41,119.0

EPS	(Rmb) 4.69 3.82 4.36 5.01

P/E	(X) 12.3 10.3 9.0 7.8

P/B	(X) 3.2 1.9 1.6 1.3

Dividend	yield	(%) NM NM NM NM

N	debt/EBITDA	(ex	lease,X) (0.3) (1.3) (1.6) (2.0)

CROCI	(%) 56.9 38.0 36.9 37.0

FCF	yield	(%) 6.9 5.0 10.1 12.4

3/26 6/26E 9/26E 12/26E

EPS	(Rmb) 0.77 0.92 0.96 1.16
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