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发言人1   00:00
Thank you for standing by. Welcome change and holdings limited twenty twenty six seven water results announcement will now and when the home from tencent IR team at this time, all participants are in a listen only mode. After management presentation, there will be a question answer session for participants who die in by phone. 

发言人1   00:24
If you wish to ask a question, please press five on your telephone to raise your hand. If you are accessing from the tensor meeting or room meeting application, please click the race and button at the bottom left, and please be advice that today's webinar is being recorded. Before we start a presentation, we would like to remind you that IT includes forward looking statements, which are underlined by a number of risks and uncertainties and may not be realized in the future for various reasons. 

发言人1   00:55
Information about general market conditions is coming from a variety of outside of tencent. This presentation also contains some unaudited none of us financial measures that should be considered in addition to, but not as a substitute measures of the group's financial mons prepared in accordance with ifrs. For a detailed discussion of risk factors and non IFS measures, please refer to our disclosure documents on the air section of our website. 

发言人1   01:28
Let me now introduce a management team on the webinar. Tonight, our chairman and CEO, pony mom will kick off with a shot overview. President Martin law will provide a strategy review, chief strategy officer James mitchill will provide a business review and the financial officer jona will conclude with financial discussion. 

发言人1   01:47
Before we open the floor for questions, I will now pass IT to pony. Thank you, Wendy. Good evening. Thank you, everyone, for joining us. As we end into the third quarter of the year, we are making substantial progress to building a new AI import and in terms of intelligence applications and infrastructure at the interest intelligent level, when with uh production uh version uh provide user a wide use model with a strong cost performance matrix and surface a stepping storm toward the浑圆family of models attaining state of the art capabilities in the future。

发言人1   02:35
At the application level, our world body AI office, office of relativity service and coal body AI coding to are achieving break out a user growth and are the clear leaders in the field in china today. At the infrastructure level, we substantially expect our power, the fireman of computer, which will enable us to convert usage of our occasions and models into revenue going forward. At the same time, we continue to enhance our existing services. 

发言人1   03:12
IT is sustain a sustain uh marketing a service services grows several successful recently with these games and rapidly increasing video views on wishing video account t. Looking at our financial numbers for the same quarter, cota revenue was two hundred five billion and b, up eleven percent year year, most popular one to eighteen million RE after ten percent year and year, non IFS Operating party was seventy six billion RM, B, A, nine percent year. And get excluding new AI products, non IFS Operating party was eighty six million MB, up nineteen percent yeah yes. And non IFIS their profit a typical to equity holders was sixty a billion on b, up nine percent year year. Turning to our key services for complication and social networks. 

发言人1   04:12
Combine MAU of wishing and we check good year and year and quarter and quarter to one point four billion or digital content TMS acquisition of喜马拉雅things，our uh audio content and unlocked new synge with the ecosystem IP including from china literature for games, new game, local kingdom world ranked first by average DAU and by growth visit among all new games released in china industry wide this year for cloud work body recently rank first among reactivities AI service in china based on monthly interactions I will now handle over two morning for the strategy review. Thank you, tony, and good evening in the morning to everybody. Today, we want to provide you with an update on our overall AI strategy. 

发言人1   05:12
H tencent extinct businesses are growing, sold, lead you to intrinsic mode and AI enable ment as disgust early this year, our modes arise from factors including network effects, depth and value added, a long supply chain, IP noted rate, regulatory requirements and private data. In addition to these modes, with further depend AI to boost returns in the areas including vision, games and advertising. As a result, our existing businesses provide a very strong financial support for our new AI initiatives regarding our new AI initiatives with made significant progress in constructing a robust foundation, including a substantially improved when in three foundation model with leading cost performance, work body and code body that lead the market china market in terms of AI productivity usage and ramble and shall way serving as gateways to drive broader consumer AI adoption. 

发言人1   06:10
We see increasing potential to generate attract the financial returns from franchise products with the frenched advantages, including婚原worth body and share away over time。We're comfortable in making significant investments in the eye because not only there is a substantial upside potential, there is also clear downside protection. The AI investments when making a mostly in AI infrastructure. And in the worst case, which we do not believe that would happen, we can choose to run that infrastructure out at cost recovery or even Better Prices, be a tense and cloud even needed. Are going on to the different components. 

发言人1   06:54
First on when you on foundation model, the release of one three full production version is very successful, showing a substantial step up in performance compared to the and free preview version, leveraging the feedback loop from product teams to improve the quality and diversity of data used for a post training and by scaling up reinforce when learning when you want, three achieved notification provest in tax completion rates and meaningful reduction in collections ation and a rate the improvement in when you and three capabilities and most evident in its agent to capabilities and product experience, the models performance step up across reasoning agent and long contest tasks, deliberate clear vanes for use cases such as coding, office work, financial modeling and finance design. These performance improvements drove accelerated user adoption and growing external customer demand, validating its practical utility in real world usage, as demonstrated by the approximate, is six times increasing average daily tokens usage of one and three compared to the preview version across all channels during the pay period. Additionally, when you in three consistently ranks among the top three models globally on open router based on token usage, when you in three production version has performed well and will serve as a step in stone toward that, when you and family of models achieving state of the art capabilities in the future while providing users with the cost performance efficiency that they need today. 

发言人1   08:35
We have been integrating when you are into our products, making great impact for work body, when you can facilitate complex agent workflows with higher task success rates and reduced time to completion for ramble, when you delivers leading execution, quality and information retriever data processing, document workflows and everyday decision making in games. With leveraging when you and for AIT mate creation and code review for games, including a flecked game, peacekeeper elite animation would deploy and for powering the AI assistant in official accounts and develop to for mini programs at the same time, pretty integration is making when you are Better. By continuously feeding real world product usage and domain feedback into model training, a model product design approach allows when you to validate model accuracy and identify and work on h cases, enabling faster model iteration and sustained performance gains. 

发言人1   09:47
Having now established a new system for fast model iteration, and with when you and three validating the system, we're accelerating the improvement of our model. We're scaling more powerful reinforcement learning to substantially upgrade models after retraining is done, and we're in the process of upgrading multimodal capabilities. More importantly, we're training a larger parameter model who won four, which you expect to release later this year. 

发言人1   10:16
By accelerating the technical iteration and pushing the boundaries of model intelligence with confident when Young capabilities will reach set of the art level, we believe we will generate significant return in building a large and valuable AI native new business for ten cent. The rational behind investing in our own foundation model is that we can achieve Better unit economics, more innovative features and more exposure to the value of intelligence through code design across our applications, our model and our computer infrastructure, especially at this early stage of AI diffusion. And moving onto the application trends, our AI office productivity workspace body and coding tool code body uh achieving breakout success in terms of capability and user growth that the clear leading office productivity service in china based on monthly interactions work. 

发言人1   11:20
But he serves as a one stop shop workspace that orchestrate multiple agents to handle complex work from end to end. Users can remotely control work body, the vision, and we come as well as V, P, C, and access to over seventy thousand skills from tens and cloud skill hub. Besides the rapid user adoption of work body, IT is also achieving high retention rates and high willingness to pay among users as IT directly contribute to use this productivity IT also attracts growing and more viBrant developer community by embedding skill pay and vision pay insight task flows to enable payouts for developers when their skills are called. 

发言人1   12:07
This progress supports our view that their substantial opportunities to be unlocked in the productivity market, including coding and existing office works scenario. We are currently focused on investing in market education and extending our market leadership position. Over time, product economics will be attractive as enhanced premium benefits accelerate paying user growth well, we can reduce token costs through agent efficiency, infancy efficiency and model optimization. 

发言人1   12:40
Given tense and applications such as wishing we come intense of meeting are already widely used by enterprises, nobody provides a new way for us to monitise our enterprise relationships. On the consumer friend, we recently we released a prototype of shoe, which delivers an embedded and context where agented AI experience within waiting, leveraging visions, social grab, knowledge grab, merchant rich and payment functionality, shall we is powered by the aviation customize model VLM, built with a focus on user privacy, vision, specific use cases and cost efficiency. Shall we can help users navigate and derive inside from ms diverse content universe in a personalized and efficient manner, so we can also level eduction unique mini program ecosystem to help users discover products, make purchase decisions and place orders. 

发言人1   13:42
Link the ground work for an agent to agent transaction room, but a protocol can technically handle advanced to agented workflows. s. We currently configure our way to require user intimation and multiple step confirmations as safety measures shall weekend will be rolled out to broader user base in the face approach as we work on several core initiative to elevate the use experience. 

发言人1   14:07
These include upgrading shopping dialogue, memory and recommendation capabilities, expanding service and content integrations, scaling our AI infrastructure and upgrading our harness to support a significantly largest user base. As we are great vision for the AI era, we can do IT in a cost efficient way, and we confident that AI will overtime accelerate the growth and thus demonization, ation of the entire vision ecosystem, generating attractive return for us. Turning to un bow. 

发言人1   14:40
We are focusing on improving its capabilities and user experience, particularly in search, speech recognition and text to speech functionality. We are also improving its ability to address broader long tail ids consumers, including multimodal generation. Yano plays an important role in the code design fly well as its conversational use case is generate valuable feedback to help improve our when your family of models over time. 

发言人1   15:12
Functionalities developed and honed by rambo can become atomic capabilities for use in other tencent products such as work buddy go, buddy washing and kiki browser. And without, I pass on to James animation, for the quarter of total, revenue was up eleven percent, with social networks contributing sixteen percent, domestic games, twenty three percent, international games, nine percent, marketing services two thousand, one percent. And since I can businesses services, thirty percent. 

发言人1   15:43
Our gross profit was up thirteen percent, within which VIS. First profit increased fourteen percent, marketing services twenty one percent and vintage business services nine percent. Value added service revenue was ninety eight billion reman b, up eight cent year on year, within which the social network revenue is up one percent to thirty two billion revenue driven by increased revenue from at base game item sales, partially offset by decrease revenue from long form video subscriptions, where revenue decrease six percent year on year. 

发言人1   16:15
However, our exclusive drama series the lead was the most watched drama series across over yet platforms in china. In the second point, audio sub ript revenue increased eight percent, driven by high on music arco and enrich content stemming from the inclusion of similar a. We facilitated uis discovering new music by enabling one click access on video accounts. 

发言人1   16:38
Huq music. In may, we completed the acquisition of similar a by bringing similiar into tencent group, we can enhance tencent music resilience deep in the content supply relationship between china literature and similar, and provide users with new content in audio, books and broadcasts. Domestic games revenue grew seventeen percent, primarily driven by also force veteran P, C, veteran mobile and vocal kingdom. 

发言人1   17:03
World international games revenue was down one percent, although up four percent in constant currency terms, as revenue growth from bothering waves and veteran PC was offset by revenue decreases from two super cell games for communications and social networks. Video accounts, total time bank are over twenty percent in the second border, benefiting from enrichment, cept supply Operated interactivity and the introduction of a new multiple variable content ranking system. We've added consent that appeals to Younger users through I, P. 

发言人1   17:37
Partnerships with game studios, music labels, T, V shows. And we've provided new revenue sharing opportunities for creatures, expanding the population of creators, generate direct revenue from within the video accounts. Mini shops, G, M, V increased within which GMV generated. 

发言人1   17:54
请关注公众号思维纪要社，更多纪要请加V西安20210130 centralized economic gateway ke page groups significantly for many shops merchants，we introduce marketing tools such as lucky draws, helping them to enhance brand awareness and drive product discovery. And for many shops consumers, we enhance rewards to repeat shoppers to increase customer life cycles, and thus customer lifetime value to merchants. On domestic games, delta force achieve lifetime high average DAU in the second quarter, driven by the burst fast campaign, the game's first professional e sports final and a global twenty versus twenty tournament. 

发言人1   18:37
In terms of production, the delta force team have integrated AI across multiple workflows, including using data agents for performance analysis and the honey and three d model ascent generation veteran PC also achieve lifetime high average DAU in the second quarter. Benefiting from the skirmishes, essential mode with round progressive weapons and the summit with drop able walls, the game expanded its reach by influencer collaborations on the ground, city events and promotions in over ten thousand internet cafe. Among new games, roca kingdom world ranked fifth by average DAU and eight by gross receipts across all mobile games, released industry wide in the second order, making IT the highest rank new title release year to date. 

发言人1   19:24
The game has maintained a rapid, contentious cent since launch, adding one hundred creatures in expanding the map with seven new regions on to I the night be released. Runaway evolution this game is adapted from rust, a survival open board trafton game on P, C, that has generally ranked among the top twenty games on steam by concurrent users for the past eight years, thanks to its a unique hy risk kyi reward game play in which players compete to outlast the other players on that server in one week. Competitive springs runaway evolution seeks to tailor this game pay for china market preferences via availability on mobile as well as PC devices and via a sandbox safer and for new players among our international games. 

发言人1   20:11
League of legends DAU increase year on year in the second order, primarily driven n by the iran may have moved. We launched league classic and nostalgia o that we engage as long time fans by recreating early era game play with pre real champions classic rooms and the original summer ist rif map layout war frames. Gea u grew year on year, and growth receipts achieved a lifetime high in this quarter, benefiting from new wolf theme, prime war frame and a new story line. 

发言人1   20:41
Jay shadows, conStellations, arrows positive. This escape amazed clearing game developed by mi clips subsidary y less more, was the most downloaded mobile game globally in the second water arrow. Success demonstrates that the innovation capabilities of mini clipsed family of studios supported by mini clipsed publishing experts, he can gather, pioneer and break out leaders in using of casual games. 

发言人1   21:07
Arrows monitise fy in APP advertising. So we report its revenue on marketing services segment rather than the international game sub segment, adJusting to include arrows and other in advertising game revenue in the prior year and current periods, international games beyond your revenue growth would have been four percentage points fast step than the disclosed figures. The marketing services revenue grew twenty two percent year and yet forty four billion and man be driven by high cpm and impressions. 

发言人1   21:40
Most major categories increase their marketing spending with us, including e commerce, internet services and local services. We upgraded AI marking plus and and execution capabilities to Better support close loop community p and mini drama advertisers. For example, AI marketing plus now enables mini shop owners to automatically select products for promotion, generate products relevant at creatives, and then run smart bidding to buy inventory for those creatives. 

发言人1   22:10
We significantly seat up the parameters of our advertising AI recommendation system to capture user interest with grade granular and thus improve that conversion rights. Video accounts ad impressions we rapidly year on year, driven by higher video views and upload. Although ad loads remain well below the short video industry average, mini programs attracted increasing marketing span from many drama and many games two years. 

发言人1   22:40
The thin at and business services second revenue was sixty million rein be up nine percent. Index services revenue grew year on the year, driven by increases in commercial payment wealth management. We consume alone services for commercial payment. The number of transactions grew year on year, while the decline in value put action narrowed for wealth management. Aggregated customer assets increased year on year, benefiting from the popularity of automated investment strategies and magic index funds within business services. 

发言人1   23:12
While I was still working through capacity constraints, are cloud revenue growth rate acacia ated from high teens percentage year on year in the first order to low twent percentage in the second order, benefiting from AI to demand international expansion and increased usage and pricing for general cloud services. AI related demand translated into increase revenue across GPU, rental, modelers service and work by and code body token usage by international cloud business expanded rapidly using skills developed with code body is enabling us to conduct customer cloud migrations over to tencent cloud faster than we could in the past, for example, on behalf of the leading telecom company in indonesia. And now I passed to john. 

发言人1   24:00
Thank you, James, for the second porter. Two dozen twenty six total revenue was two hundred and four point eight billion, remind b, up eleven percent year on year. Ross process was one hundred and eighteen point four billion. 

发言人1   24:13
Remedy, up fifteen percent year on year. Operating property was sixty seven point three billion remm be up twelve percent year on year. Interest income was fall on two billion, remain be up two percent year year. Finance calls were three billion remedy compared with three point nine billion remedy in the same period last year, reflecting favorable for rex movements and lower interest expenses due to lower average interest rates, a share of losses of asia and join when he was ten billion. 

发言人1   24:46
Remember before the second quarter of two thousand and twenty six, primarily reflecting our share of the fair value I just been recognize by an a misted investor from evaluation of this issue, convertible redial prepreparation ous rising from increased valuation of the investor, which was excluded from our non I various profit on none. I have our spaces of SHE a profit of associations and join venture for this water was six point four billion reman be compared with sheer profits of six point three billion reman be in the same period last year. Income tax expense increased by three percent on year to eleven point seven billion. 

发言人1   25:30
Remedy on ni of virus financial figures, Operating profit was seventy five point six of them, around them be up nine percent year on year. Operating profit excluding new AI products was eighty six point one billion, remain be up nineteen percent year. That profit attributable to equity holders for sixty eight one four billion raman be up nine percent year on year. 

发言人1   25:56
About to BPS was seven point four three three, remember, up nine percent year year. Moving onto gross margins for cutup. Over a gross margin was fifty eight percent, one percent this point. The year by segment vas gross margin increased by four percent every point on year to sixty four percent, driven by a favorable revenue mix shift towards high margin internally developed games marketing service. 

发言人1   26:27
This gross margin was fifty seven percent, down zero point one three percent tage one year on year as higher revenue is supported by enhancement and to our AI grip marketing capabilities, largely offset high cloth, including depreciation and Operating cost associated with expanding our AI infrastructure to improve at and content recommendation fin tech and business services. Cross margin was fifty two percent, brought this stable year and year. On Operating expenses, selling, marketing, selling, marketing expenses where live in point, and then the roman be up twenty six percent year on year due to hire marketing spend to support our games business and to drag adoption of AN products. 

发言人1   27:15
R, D, expenses rose by thirty five percent year on year to twenty seven point two billion reman be primarily reflecting uh higher RND spend to support when your model enhancements question AI initiatives and development of AI capabilities across our products and services. GNA exciting RND. Expenses decreased by one percent year on year to eleven, twenty five thousand men BA quarter. 

发言人1   27:43
And we had appropriately one hundred and sixteen that wasn't an employees, up four percent year year and one percent quarter and quarter. May I driven by headcount additions to our games and our technology platform, including AI的high a second quarter on iva s Operating margin was thirty six，four nine percent, down zero point six percent six four year and year. Now I have virus. Operating margin, excluding new AI protest was forty two percent, up two point eight percent and year. To concert, I will highlight some key cash through and baLances metrics. 

发言人1   28:26
Operating catti ks was fifty one point eight and remedy of one hundred ninety percent year on year or six six percent quarter quarter as we accelerated investments in AI infrastructure to support on your model enhancements with buddy and co bd inference needs, washing AI initiatives and development of AI capabilities across our products and services as well as to meet growing external demand for our crowd services. Non Operating capex was one billion. Remember three cats was negative thirteen point a bit. 

发言人1   29:02
Remember, reflecting large AI infrastructure, carpets and AI redated prepayments, as well as seasonally lower games cross receipts, excluding the prepared for computer humor free catch food would have been twenty seven point six billion remen b that cash position was fifty eight one two billion remen be compared with one hundred and forty six four nine band reman be as at thirty first of march twenty to one hundred and two thousand and twenty six. Reflecting capital expanded ure payments of fifty nine point three and人民币and two thousand and twenty five payments forty one six and made during the quarter。Thank you. 

发言人1   29:48
Thank you, john. We shall now open to the flogger questions. If you are darling by phone, please press fy to raise a question and then read a press six to on mute yourself if you are accessing from the tensor meeting or good meeting application, please click the race hand button at the bottom. 

发言人1   30:06
We will take one man question up to one full up question each time the first question comes from the rolling jew from branson rubin. Your lines open. Thanks many um thanks. Manage um for the opportunities. 

发言人1   30:21
The question I guess if we look at your latest quarter, cap x fifty three billion, it's a you know step up from the previous quarter, analyzes over two hundred billion if we just for h how how should we think about you know the DNA costs, the results from this um you know to what extent do you think this will be paid off um from incremental revenues that comes as a result of your investments n ai um or you know is this essentially eating into earning earnings into the next few quarters? And would love to hear your thoughts on the time like in though when IT comes to the payback cycle, uh especially if we include some of the RND costs in court as well. A back you h thank you for the question, Robin. 

发言人1   31:09
So uh a given the um surge uh in demand and therefore for rental pricing for computers, um you know we could recover the appreciation almost immediately by renting the computer out third parties as uh you know many a new cloud businesses are doing。And you know we would then achieve uh a decent return in a immediate time frame. Uh however, in reality where uh you playing a different game or or executing uh uh uh a largest strategy in the uh we are already a very substantial proportion of the new compute to a building our own models to p state of the art status and also so to uh deploying popularising and bringing our own AI applications to market leadership in china. 

发言人1   32:08
And our belief uh is that you know by providing uh you know the superior intelligence the uh we can uh achieve through state of the art models, through market leading AI applications, you know that superior intelligence we can then convert into superior economic returns over the the longer term, for example by uh selling uh tokens through the work by the application so that um the the path we've chosen. So so just to elaborate a little bit more on that right now. So I think you uh at the time being, you can actually said you look at the ten and businesses and break IT into two business. 

发言人1   32:53
One is actually uh the existing uh or franchise, which actually generates uh solid growth and uh also with uh quite a bit of a Operating leverage you that certain in the high quality growth um uh track that that we have been building and and we continue uh with with that. And then there's another new AI native business that we are actually building. And the new IAIA native business would involve, as James said, uh, at our own model as well as new applications that were building and also sort of new a corresponding uh compute infrastructure. 

发言人1   33:36
And uh no, the financials you should look at h there is uh the the revenue and profit in relation to our school uh existing business. And we do uh separate disclose the um investments in in our AI native business, you know as as an Operating line. And then when you look at uh the capex, you I would say the capex will be divided into two parts to right. 

发言人1   34:05
One part is really in relation to uh, our existing business with you. Can you just like in the past, right, you can just say, oh, no, this is the free cash flow with in which we generate Operating cash flow and there is an uh capex in relation to that and that part of the business still very very uh cash flow generative. And then there is uh another uh set of topics. 

发言人1   34:28
So IT, which is related to the new AI uh native business, which uh is essentially and uh you AA lumpsum that we need to invest in order to get uh our computer for model training, in order to prepare for influence needs and in order to also order some more for building our our AI compute and AI cloud business. So so that's essentially what this is. And the reason we actually investing in all these compute is that, um no, you we need that in order to essentially get the the business kickstarted. 

发言人1   35:14
And at the same time, when we make the investment, uh, there's clear upset that we're seeing because our model is doing well, our our new applications doing well. And we also have a lot of demand for a compute today. If we can actually allocate uh the compute toward a losing uh, on the tencent cloud, we d actually said to generate a lot more revenue and we generate uh significant return from the capex as manufact for the prepayment and for some of the a computer orders that we have made just couple months ago today, we can actually sell IT at more than thirty percent uh profit uh, compared to the Price that we paid just AA few months ago. 

发言人1   35:55
But yeah we we believe if we use this computer for building our own model and building our application and then allocating the compute for uh, rental in that order over time, we will build a very significant AI native business and that would be hugely profitable. Uh, as well as a new highly uh uh uh new new g cash as well as return generated for tencent. So that's the way we think about new the business right now. Thank you. 

发言人1   36:28
And if I may have to follow up just on work body um love love to hear your thoughts on you know every AI love is essentially intensified to develop their own harness up of some kind and you know you your thoughts on how the market breaks down between first and third party here and harness apps, you know how you would like to set up work body to compete against these first party harnesses and you know whether work party in your mind is a piece of enter Price software that sits next to meeting docks or is this, you know, a new platform play that essentially becomes a marketplace for AI in the future? thanks. Yeah well, I think knew IT is indeed a new platform that is a very flexible works base for AGNTA. 

发言人1   37:19
I know that the core purposes actually, I knew IT was solve all the productivity uh, needs of of office workers and of you are all kinds of people who engage their own businesses, right? You know one person companies and you the like and a and and and and know below that you there will be a harness which actions of new helps to help the users to make use of uh the capability of different models to solve the agg enc problems of of the users and over time there will be many model serving the users through your body. There will be many skills developed over time by all kinds of different uh developers uh and the the the purpose is actually solving productive tivy problems. 

发言人1   38:17
And then platform itself would make use of all kinds of different uh tools and and models available to do that. And of course we are the orchestrator right now so we can actually uh choose the right model uh and uh choose the right skills to help uh use this solve the problems. And you know we choose that uh, to make sure that the work is done perfectly. But at the same time, I will be done also very economically right now. 

发言人1   38:47
And and这one would be one of the models that will be provided by by world body uh but but at the same time，you if you can actually solve a lot of the user problems so you know then and it's cost effective than when you and would actually be one of the main models uh, within the world body, but you will not be the only model. Thank you about you. Robing, we will take the next question from kindle phone from U. 

发言人1   39:15
B. S. Hi, good. Give me management and thanks for taking my question. 

发言人1   39:20
I have a question regarding the, uh, 小way development。So could management share any pretium feed back or chAllenges from the testing fee of Shelly? And from a commercial standpoint, how should we evaluate the net modernization potential? H specifically, as agent simplify the transaction path, we worry that you may just be shifting the existing volume away from the traditional user self perform transaction in mini program over to the agents which Carry a higher computing cost uh, without a meaningfully fire net new GTV and furthermore, a what the shorter user transaction journey. 

发言人1   40:03
And we risk um lowering the margin at impression inventory as well. They do very much, I think all the risk that you said would not irrelevant because are we believe when AI enable uh the vision ecosystem uh to be uh more intelligent and you can actually know uh help users to execute transactions, explore con uh content and a you manage the daily y life new with with a lot of AI right now, then the AI the vision ecosystem, which is already very rich and powerful, will become even more useful to the user right now. So if you imagine right the the the time when kiki was a communication and social to in the APC stage，and then and then when we get into the mobile age and wishing appears and and wishing essentially so new that the ecosystem magnified QQ s value by more than tennis right now。And because IT is IT, it's in it's enabled you in in the AI uh in in the mobile age and IT becomes mobile first. 

发言人1   41:23
So when we look at AI and we believe there is another huge opportunity for uh the wishing equal system to be first enabled by AI and over time I will be AI first application and ecosystem. And when that happens, user would have a lot of great experiences like on you right now. You actually have you have to type and you have to sort. 

发言人1   41:43
You navigate through clicks in the future. If you just tell your way one instruction and show way IT can go off and help you execute the transaction and execute the your instruction, and that would be an an incredible experience for the users. IT would also be an incredible a empowerment for the entire ecosystem. 

发言人1   42:02
So we believe if we can deliver the experience, if we can control uh, the cost of that delivery and and if you look at the design of well am is actually for privacy, for coefficient cy and for making sure that you can execute within the vision and environment all the uh needs of the users, right? And and if we can do that and we can really empower a vision for the AIH under a controllable cost. And when that happens, vision's ecosystem would expand and that would translate into a lot of value just based on the current monetization mechanisms within an and I think knew that the future that we're seeing and with the launch of the prototype with we grow more and more confident about that will be happening. 

发言人1   42:57
ank. Martin had never a follow question on the AI cloud with a domestic API token Prices fairy uh rapid commoditization. So and also china cloud market remains structurally Price sensitive. 

发言人1   43:12
Ve so how do we think about the margin full power of tencent AI cloud when he compared to see us and pass uh offering and um as this gradually scale up as air adoption scale. So how should we also think about the margin progression going forward? Thank you. 

发言人1   43:29
But IT is true that domestic token Prices are low, but the domestic token manufacturing costs are also extremely think much low then widely perceived or externally estimated. So uh in the token business, uh, IT can be positive growth march and at these low to compresses because the cost is low. And uh know if you look at the gross smart ing for the pank users of work body or you look at the growth smart ing for a model service, uh, then you are the growth margins today are already comparable to the growth margins for tencent cloud overall. 

发言人1   44:05
Uh, you know of course, workday and aggregate has a lower grow smart ing because there's a proportion of free users whom were subsidizing to drive uh market share and market growth. But on the paying uses were generating a pretty good grow smart. And right now and you on your broader concern, IT, IT is true also that the china cloud market is Price competitive. 

发言人1   44:29
But if that environment has changed, great day in the last several months as the input costs thicky for memory have gone up. So uh, you know we have been increased in the Prices we charge to our customers. Uh, you know we are increased Prices uh, across the board in may for tencent cloud and beyond those headline Price increases with also been more substantially reducing discounts. 

发言人1   44:54
Uh, so the overall pricing environment in, in cloud in china, is you not as as difficult as it's being in the past? Thank you. Thank you, tennis. 

发言人1   45:08
We will take the next question from one not come from women sex. Thanks twenty times. And James, john and Wendy. So two questions. And at first on the wondering model, just want to hear after the progressively and three, which is on consumption ency, I was very good in agents and where where will when you for differentiate itself as we look into a let's a three trillion permeate size class is looking more crowded in the next few months. 

发言人1   45:36
So which category are we're looking at, which segment or differentiation we thinking for for? And then a second question is on the the capex and the focus on our AI initiatives. But looking at some of US, P is where they has been shift in strategy on the hyper scale business that does anna hear what stage or timeline that we think we may because more on cloud as a potential high RI business that is worth prioritising, more capex on, uh, some similarities and differences that we see attention, cloud verses. 

发言人1   46:11
What hope US, D, S, have shifted that focus more from applications to the cloud for some of our peers to questions. Thank you. If you look at the浑圆three，right you浑圆three is a very small model，even a in in today's terms, but it's actually so you very wide use right now. 

发言人1   46:30
So so I think you know there AAA number of current terisa s of three which is IT IT actually has the capability of of um you beating the matching or beating much larger models. Uh that's one and two is new. It's actually focused on use cases rather than just benchmark eating. 

发言人1   46:56
And as a result is is in real life, IT has become much more useful than a lot of models of the same size on or even bigger size. No, we believe that's a principle that we will be uh applying to one and four as well. So when when and four comes out, there will be a bigger model and IT will be able to beat uh, models of bigger size and you will also be extremely useful and and more useful. 

发言人1   47:25
但浑圆three and knew we believe a knew that would actually uh you take us uh into the next stage of being able to provide uh much Better uh intelligence to a lot about users and very mind that we also have products which are cool designing with the uh a model。So so you when when and for comes around, the products that would be using浑圆would actually become even more powerful and even more useful than um uh what what they are today and and that would actually provide a very significant uh lift for uh，the product that is pooring. So I think you know that that's sort of the path and when you and four is only sort of knew another stop, right? And that will be sort upgrading to twenty five. 

发言人1   48:14
So as we continue to progress, we will be uh near approaching sota at at some point of time, will definitely be be able to reach sota. And once we are there now, we would also have a lot of models of different sizes that will be able to solve different kinds of uh user problems uh, at the different level of a uh model and cost efficiency uh and at the same time, uh, we have multiple models that can be used for code design without different products. And uh that would help us to make the products future rich and uh, you help to make the models呃，the products powerful as well as you the speed of execution would be fast. 

发言人1   48:59
So I think no, that's what we envision when you and four and then subsequently when you in five to be like. And in terms of your second question about uh allocating capex s between uh different use case, it's including tencent cloud. So the uh immediate primary um use case for for the capex is uh for training uh bigger and Better honeyman models in the coming months as Martin discuss. 

发言人1   49:28
Uh but in important um secondary use case is providing inference uh in a for the use of uh honey models as well as uh deeply in other models uh behind work body. And so um you know the intention of of that a work by the initiative is primarily to drive adoption of what we think is a strategically important application with critical feedback loops back to our model in our broader ecosystem. But IT also has the happy effect of generating uh revenue up front. 

发言人1   50:05
Now from an accounting perspective, the majority of the uh workday um spending by users on subscriptions. And so uh in a similar games in some of other businesses, there's a length thy time lag between the um cash receipts coming to us from the users and those cash receipts translating into reported revenue. Uh, but we are seeing uh a substantial ramp up in the cash receipts today and that will translate into reported revenue growth for tencent cloud as we move through the year. 

发言人1   50:39
Uh and then uh you know toward the end of the year and next year will also have sufficient AGPU asic capacity to step up in terms of tencent cloud renting out uh bare metal GPU or providing models service. But you know within those opportunities, uh range me out, keep PU modern and service and then token production for work body. We think that IT is a token production for work by the that Carries the most enduring economic value to us, and that's why we're privatising IT today. 

发言人1   51:14
Thank you. Thanks much to the James. Thank you. We will take the next question from Alicia yeah from group. Um hi, i'm Greening management. 

发言人1   51:24
Thanks for taking my questions on congress on the solid results. Uh, first question is on the小way on the management。Elaborate uh on your comment on the agent to transaction. 

发言人1   51:37
Look will this concept lead to the long term vision for fully autonomous agents ecosystem within the微信？And the management also highlight that you will explore the on device influence for your way. So what are the chAllenges and the benefits of this approach? And then is this on device influence approach? 

发言人1   52:01
Uh another reasons why the propriety uh VLM model is most suitable a empower ing the silver rather than the extra model. Um and then a quick follow up is on your a marketing service revenue. Uh so these quarters um the growth y accelerated to twenty two percent. 

发言人1   52:21
Should we expect this ongoing upgrade of the attack and also this automated uh campaign to further support on this growth momentum? So any uh further future benefit that you uh would and TC pay from uh the deeper integrations into your home and three model. Thank you. Yeah so so on on. The agent to agent a transaction look. But I think knew we are envisioning AA in a future in which AA lot of users would be uh executing uh their instructions and overtime transactions via shoe and via agents right now and and in the past，if you think about the weight ecosystem, is users interacting with uh new content, uh interacting with mini programs uh themselves. 

发言人1   53:22
In the future, if they can actually send a complex instruction to uh an agent, then an agent can actually something new start helping uh the user to execute transactions and a lot of the mini programs, a lot of the merchants, what actually said that also happen, agents，which over time can interact with the agent of the users and uh, longer term, there will be even, uh user uh, each user has got an agent and they can actually interact with each other to uh execute transaction. So I think you know that that uh essentially is what's possible for the the future and new way building the architecture for a making that possible uh on a step by step basis uh and uh in terms of on device inference, I think IT would number one uh be happening maybe step by step. And uh I would be uh you only over the long run that knew most of the uh influence will be happening on device, right. 

发言人1   54:29
But now II think at some point of time is not how to imagine a some kind of influence would be actually happening on device, uh, uh, and some interest will be happening in the cloud and and over time, as the on device computer becomes more and more powerful and as the model becomes more and more efficient than you have more uh entrance happening on a people's devices. And I didn't knew that would be, going back to uh the the Normal state of the uh computer industry right now。If you think about the computer industry as well as the uh snow phone industry, right, most of the computer right now, which is CPU actually happens uh on device and knew the cloud actually is not only is responsible before uh a small part of the computer uh but uh new in this initial phase of uh new AI infrastructure. 

发言人1   55:27
Most of the compute because he has to be sort of new, very powerful, right new and and and and the the problem of getting enough computer on device, getting a cheap enough and also getting a power of uh power, uh uh efficient enough, you know, has not happened yet. So that's why knew everything happens on the cloud. But there will be a time in which more and more GPU capability will be uh put into everybody's phone and and computer and and when that happens uh than more and more infants will be on the device and there will be so going back to the time when it's actually the software is actually the model that becomes uh much more important。And uh knew that the return for uh running model and the return on running applications will be higher because you the compute uh, capex will be not just born by the model company, but you will be born across the equity stem. 

发言人1   56:27
And I think, you know that would definitely happen at some point of time. I went building and preparing for that. And on your marketing services question, uh, our advertising revenue growth is and pick up and tick down in the past and IT will continue to in a tick up and tick down in the future. I wouldn't sort of straight line extract and anything. 

发言人1   56:47
And ah there's a number of reasons why is the uh you know the sort of obverse of the comments I made about uh in our advertising games are being a drag on the a international game segment revenue growth first would otherwise have been is that they did contribute about two percentage points to the advertising segment revenue growth this order and know these in our advertising games uh, for a new product for for ten sent to some extent new product for the world. And so we don't have the same degree of in a clarity on what the growth trajectory will be for the in our advertising game contribution as fuh, uh also of uh, conventional marketing services revenue. In addition, the china new consumer and therefore advertise in market remains a trophy and and in there are some economic or consumption headwinds, they may have an impact on advertising threats. 

发言人1   57:42
Uh, you know that said, we have been out performing the overall china advertising market and where confident will continue to to do so by a substantial margin. Are in a given the upside to us from a deploying uh AI are targeting a given the fact the engagements are especially for r key uh video accounts inventory uh is increasing at AAA good rate uh and given variable in the a evolution toward more a close loop. Advertising drives much at pricing。Thank you. 

发言人1   58:17
thank. You we will take the next question from alex new from bank of america. Ah thank you for taking my questions. I have only one questions. 

发言人1   58:29
Uh so we noted that uh, tensor has recently increased the bybee uh the backpack activity started uh from may h well, at the same time, the capex has been accelerated meaningfully well. Uh, so so we understand is still in the ratio ly early stage in an investment cycle. Uh, but with that in mind, how should investors think about tensor capital allocation priority into the next twelve to twenty four months? Thank you. I think that um or I know that capital allocation will be dynamic and reflective of you know that the um environment that we see. 

发言人1   59:06
And so you know if we identify that there superior returns from AEW expenditure for from a increasing our computer and then um you using that computer to build the model renting out that compute for for work by the tokens renting out that compute uh for model the service, then you will will stare in more cash toward uh you got that the capital expenditures, uh that then we had in the past and therefore potentially less cash toward in the buyback. X um but I will be a dynamic situation. Thank you. 

发言人1   59:45
And the other thing that as you want to stress, is that new when we look at the capacity that we allocate for building the AI native business, IT is more of a sort of new alarm sump that we're gonna investing this year and next year. And then I think one should not assume that he would be so of you every year, uh, because so the model building part is more of a fixed cost that you actually you have to get enough computer, but knew IT will not be so knew, oh you every year you have to invest more. Uh and and in terms of the instance computer, yes, we need to have enough so that knew we can generate the tokens and we can so you build computer business right now and and but but we will only keep on investing if IT generates a great return, right? 

发言人1   01:00:38
If not, then this is actually the amount that we going to be investing and then you the the the additional uh investment in in, in capex would actually be be tied to. So what can return that will be generating from that business? And so in order to pay for this landed n then IT, is not we just sort of measured against our Operating cash floor IT. 

发言人1   01:01:03
IT should be measured against you know how much cash we have on our baLance, how much investment portfolio with on our panshin ET and and then the new opening cash flow and then you a the print level of that capacity. So you all these would come into play in in terms of paying for this initial uh part of uh compute investment. Thanks marking for the supplement on cap acts and return consideration. 

发言人1   01:01:30
We will move on to the next question from X, L, from the modern. Thank you managment for taking my question. Uh my first question is on when your flex shit strategy, the three competes on cost efficiency rather than raw capacity uh capability. 

发言人1   01:01:51
Uh if you succeed in building a truly frontier level model, which uh should be larger and more expensive to wrong, what specific business value would that creates and that the current ter when you cannot deliver today, whether a more capable wishing agents or stronger advertising performance or enterprise customers? And what does that opportunity justify a major increase in training spend over the next twelve month? Get well note like let's speed very good. 

发言人1   01:02:26
So wison uh your model and uh you the strategy that the position is very, very different, right? You微信agent doesn't really uh require or depend on on wens sort of new region a sota status。Uh no visions design as we uh have set a few times is actually centered around uh user privacy and uh you focusing on solving all the uh necessary interactions in AGM needs within the weight environment and also for cost efficiency. 

发言人1   01:03:05
Uh so so that's it's positioning. Now the sota status would actually allow us to be able to build a very significant token business. Uh and at the same time, you will also empower uh workday to uh be able to有complete uh even more chAllenging and more value edit uh services a and a and Operations for the users。And one of the things that we actually knew focus on what body is actually not just saying, oh, you know, it's an enterprise often are are and you would just do all the things that new uh, people can do today. No, it's actually that you constantly looking for value at IT uh use cases so that we can really deliver additional value uh and return for the users. 

发言人1   01:04:01
And in some cases, are you even help the users to make more money, right? And and if we can do that, then there will be you a lot of business models that we can unlock right now。So so I think you know that's uh we we can also achieve with uh h sota model。Uh and at the same time, once we reach sota, we can actually start creating a lot of the other models which can perform uh new specific tasks, new for uh users at different levels, of course, efficiency curve still at the frontier curve right now and and that would actually help us to cater to the many different needs of intelligence uh for users uh and uh know that at each level the cost will be different. 

发言人1   01:04:50
But we will be able to generate a magin because we control the model, we controlled the inference cost, we control the compute and that's I think you what uh we innovation for a our new a future generations of models to be able to achieve. Ah thank you, Martin. Ah my follow question is on AI product economics ah the new AI product drug rose from roughly open a billion人民币in first quarter to about ten five billion this quarter。Can you walk us through how you manage that investment? Do you run these products to a spending envelope, uh, or to a return thresholds or to a strategy position? And one signals whether usage, revenue traction or unique economics would cause you to step investment up further or begin shifting product from investment mode to harvesting mode. 

发言人1   01:05:55
Well, as this stage is actually very dynamic and knew I think knew we would be invest in presently until the point that knew we actually see break out opportunity and we may step up the investment. Uh, so so no, I think you that that is essentially the the way we look at that, I knew so so you IT will be a certain percentage of our profit. no. 

发言人1   01:06:24
But if clearly we see that you if you see what the pad IT IT would actually generate a lot of returns, then we may step the paddle but not over, right? We we do believe I knew IT IT is a business that you has to run for a long time. So we will be investing for the long run. 

发言人1   01:06:42
Uh, and over time, uh, we believe economics would actually start coming in. And uh, you at some point in time, you would actually be able to turn into product. And I think more important is that you today, if we just switched the model to just renting our computer, IT would be actually not lost making profitable. 

发言人1   01:07:01
So I think you we will always have that fall back option right now. So I think that's so you something that that we we that's why wish you were comfortable. It's also the case that we dynamically reprise tize the spend within the budget or within the envelope pe. 

发言人1   01:07:18
And so if you look at where the eight billion in the first four flowed in terms of you, a user acquisition spending and so forth, in which products is supported, first is where the ten point five billion in the second quarter float is actually very big change because we identified uh that uh in a work body was breaking out and and therefore we uh you know aggressively prioritized work body while uh the prioritising uh you know some of the other products in in that new AI product photo. Um yeah and you can assume there isn't on the look at the back of our side. Thank you. 

发言人1   01:08:00
We will take the last question from gary from moving. Hi ah thank you for the opportunity to ask question uh I have one follow up on the AI investment. Um I understand the priority of model training with body and may be cloud up. 

发言人1   01:08:19
Where is小微fits in terms of influence ing capacity require this supports away。When is launch? Um so that my first question uh my second question is on management field about uh timing and visibility of molestation LIC for this uh new AI initiatives and请关注公众号思维基要社，更多纪要请加V西安20210130。

发言人1   01:08:47
Particularly you know should we expect you know um close to the table earnings growth in the near term? And when should we expect the Operating profit, including AI in investment um to grow even faster and excluding the investment? Thank you. 

发言人1   01:09:08
Any for your way around the the envelope of uh, investment on the cost side would be less than what we actually invested in rambo, uh, on the you on ongoing basis in the past. Now that's a year. So so I think you that that that is not the way we think about IT. 

发言人1   01:09:32
Uh so the the cost would be quite manageable. But you as the experience keep getting Better and Better, you the the the return when actually start flogging and IT would actually sp new outwit that investment pretty quickly. Uh and in terms of guidance, II don't think sort new. 

发言人1   01:09:51
We we are in the business of actually providing sort of knew that the guidance is right. I know I think we have talked a lot about how we think about uh, the business and and how we think about you. There is envelope of a investment that we will be hearing to, uh, IT will be new kind of discipline in the same way as tenson has always managed our business. 

发言人1   01:10:12
But then if we clearly see great opportunities to build a very significant and profit business for the future, then we would actually make the investment. And we also said, you have to comfort that you if we actually just move more computer into the computer, I know we can generate uh revenue, profit and and return very quickly so that actually I knew is uh uh uh for back position any time that we chose to do that. Too, we are now concluding the webinar. 

发言人1   01:10:45
Thank you all for joining our results today. You wish to check out our press credit and other financial information, please visit the other section of our company website at WWW点com。The reply of this webinar will also be about to see. Thank you, and see the next. 
