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iQIYI is a Chinese online entertainment service based in Beijing. It
primarily offers video-on-demand services which are either ad-
based or with a VIP subscription. Apart from video services that are
both professionally produced (self-produced and licensed) and
user-generated, they also provide online games, literature, comics,
live broadcasting service, and an e-commerce platform with
merchandising and other consumer products to their customers.
They earned a total of USD 4.6 billion in 2020, which was an
increase of 2.5% compared to 2019. In an industry comparison, this
is very slow growth, with user numbers actually declining.

iQIYI went public on Nasdaq on April 3rd, 2018, under the ticker
symbol "IQ". However, the share price has not really increased in
the last two years, mainly because iQIYI makes high losses at slow
growth, which is a very problematic sign. The management has to
take the blame for having neglected to position itself in the live
streaming and eCommerce market in recent years. Here, the
competition has opened up lucrative new revenue streams, which
have ensured massive growth. Despite the IPO, the company is still
very dependent on its parent company Baidu, which still holds more
than 50% of its shares. 

In the technology area, the company benefits greatly from its
parent company Baidu, one of China's leading AI companies. Here,
AI technology is used to define what video content should be
created and purchased. It also aims to optimize customer
monetization and automate customer service. 

SUMMARY -  iQIYI
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Large and increasing loss, where it is not foreseeable when
break-even will be reached.
Capital intensive industry takes a long time to realize returns on
investment (if at all).
Rapidly evolving industry, with the challenge to keep up with
technological developments and changing customer needs. 
Subject to changing laws and regulations regarding regulatory
matters, corporate governance, and public disclosure.

Risks

The rapid growth of the online entertainment industry in
China. 
High investments decrease short-term revenues but
pave the way for long-term success.
A recent expansion of business overseas. 
It could greatly benefit from its parent company Baidu,
one of the leading AI companies in China.

Chances

EVALUATION -  iQIYI
We evaluate this multilayered company based on three
different dimensions. 

Primarily competes with Tencent Video and Youku for both users
and advertising customers.
It has one of the largest subscribing member bases among all
internet video streaming services in China, but the user numbers
of its competitors are growing strongly. 
Enjoys significant synergies with parent company Baidu.

Competitive Position
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iQIYI has struggled the last 12 months on the capital market. Currently, their price is
still below the issue price at IPO. Other technology companies with growing user
numbers could convince comparatively much better. Baidu currently still holds
more than 50% of the shares and still has a crushing impact on iQIYI. The market
cap of 13 billion with average monthly active users of more than 400 million
indicates poor management execution. 

(06 April)
STOCK MARKET PERFORMANCE
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Take
Away

Stock Market Information : IQ

Multiple Class Action Lawsuit
Against iQIYI Publication of Q4 results

Market Cap
USD 13.41B

Volatility (USD)
52-week Range

Day's Range

14.51 - 28.97

16.57 - 17.33

Shareholder Returns

IQ Industry

7 Day

30 Day

90 Day

1 Year

3 Year

5 Year

2.7%

-34.8%

-8.9%

1.4%

n/a

3.5%

4.8%

-1.5%

3.8%

85.9%

107.9%

168.0%

Share Statistics 

Share Outstanding

Float % Held by Institutions 

789.28M

74.50%

Shares Short (Mar 14, 2021) 

Short % of Shares Outstanding

62.5M

4.91Based on 7 Wall Street Analysts

Analyst Price Target

High

Average

Low

USD 22.18

USD 30

USD 18

Lock-Up Agreement Ending
for Management

Change in Board of
Directors
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Industry-Specific Financial Numbers
(2020)
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FINANCIAL PERFORMANCE
General Financial Numbers

Average Monthly
Active Users 

480
 MILLION

(0.8% YOY)

Revenue

G+A Expenses

R&D Expenses

Net Income / Loss (GAAP)

NasdaqGS:  IQ (CNY Millions)

Cash & Short Term Investments

Total Equity

Total Debt

Take
Away

iQIYI has increased its revenue somewhat moderately compared to its competitors in
recent years. Since mid-2019, both revenue and active user numbers have stagnated.
Simultaneously, the company's debt has grown significantly and is now higher than its
equity. Also, you can see that the business figures in 2018 were focused on the IPO, and
they have not achieved short-term profitability at all. Declining active users with a very high
net profit are a worrisome sign. iQIYI needs to find new, costly revenue ways to become
more positive again.

NasdaqGS: IQ (CNY Millions)

Average Monthly
Paying Users 

101
MILLION

(-4.7% YOY)

Average Daily
Active Users

116 
 MILLION

(-17% YOY)



Corporate Strategy - iQIYI
Overview

 
iQIYI is a Chinese online entertainment service. It primarily offers video-on-demand services, either
ad-based or with a VIP subscription. Apart from the video services, they also provide online games,
literature, comics, live broadcasting service, and an eCommerce platform with merchandising and
other consumer products to their customers.

Headquartered in Beijing, iQIYI launched its website in April of 2010, while the holding company was
incorporated in November 2009 in the Cayman Islands. Baidu founded iQIYI, a provider of China’s
number one search engine in corporation with Providence Equity Partners. iQIYI was a wholly-owned
subsidiary of Baidu until March 2018, when iQIYI became a stand-alone public company. However,
Baidu still remains the controlling shareholder, and therefore, iQIYI is a subsidiary of Baidu. The
partnership with Baidu has both advantages and disadvantages. On the one hand, iQIYI receives
financial support from Baidu, with, for example, Baidu has made substantial investments into the
company between 2010 and 2014. On the other hand, the relationship is subject to multiple risks,
such as interest conflicts or too much control by the parent company.

iQIYI went public on Nasdaq on April 3rd of 2018, with a share price of USD 18, and raised USD 2.25
Billion with the IPO. iQIYI's share price had its highest point in July 2018 with around USD 40. Since
then, the share price fluctuates around USD 20 and could not benefit from the technology company
boom last year. iQIYI also has established numerous subsidiaries since its foundation. These are,
for example, iQIYI Science & Technology Co., Ltd., Shanghai iQIYI Culture Media Co., Ltd, and iQIYI
Film Group Limited. Furthermore, iQIYI has entered multiple strategic partnerships, one of them
being with Netflix. An original content licensing deal allows iQIYI to offer shows like "The Crown" or
"Stranger Things" to their viewers. With the multilingual iQIYI app, iQIYI recently further expanded its
international footprint. iQIYI international offers popular imported and local video content in ten
languages and can be downloaded globally.

iQIYI's current core focuses are producing high-quality content and developing strategies to attract
more subscribing users. Additionally, iQIYI continuously tries to improve its existing services. For
example, AI technology is utilized to drive the entire business, including video content creation,
purchase, production, tagging, distribution, monetization, and customer service, to achieve
automation and intelligence in the entire business process. 

CORPORATE STRATEGY & PRODUCTS
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iQIYI primarily offers video-on-demand services but also provides a range of other entertainment
products and services.

Video
The video content splits into professionally produced content, licensed content, and other video
content. Professionally built contents are so-called “iQIYI Originals”, ranging from variety shows to
drama series and animation. With over 50 in-house studios and partnership programs, iQIYI primarily
focuses on professionally produced content in the past years and has released many award-winning
multi-genre originals. Their licensed content includes drama series, variety shows, movies, animation,
and documentaries that are typically approved at fixed rates for a specific term. Other video contents
consist of internet movies and dramas, interactive videos, influencer uploaded videos, vlogs, edited
video clips, and similar, whose creators range from semi-professionals to influencers and amateurs.

(iQIYI originals posters)
 

Other products and services
Apart from the video section, iQIYI offers other entertainment products and services as well. In some
cases, they are adapted from the video content. These additional products are online games,
literature, comics, a live broadcasting service (iQIYI Show), a talent agency that identifies and
promotes talent, and an eCommerce platform (iQIYI Mall) with a focus on entertainment-related
merchandise such as VR glasses and other consumer products. iQIYI also currently develops a video
community app called Suike, with which users can discover video content based on their interest,
follow content creators and interact with other users. 

P A G E  7

PRODUCTS 

Online Games eCommerce VR eCommerce



iQIYI monetizes its products and services in four different ways. 

Membership Service 
The primary source of iQIYI's revenue is the generation of money through membership services.
Customers who use the video-on-demand service of iQIYI can choose between different plans to get
a VIP subscription. For example, the standard subscription for 12 months costs USD 69.99 and
includes two devices at the same time, no advertisements, and access to all content. In 2020, iQIYI
generated USD 2.53 Billion through membership services, which was an increase of 14.2% compared
to 2019.  

Advertisement
Customers who prefer to watch the video content on iQIYI without a subscription pay nothing but
instead view advertisements on the website and videos. With online advertising services, iQIYI was
able to earn USD 1.05 Billion in 2020, which was a decrease of 17.5% compared to 2019. In summary,
there were 479.8 Million monthly active users in 2020 who were watching 8.4 billion hours of video
content per month. At the end of 2020, iQIYI counted 100.7 Million subscribing members (excluding
users with trial membership). Following this, the majority of users still have no VIP subscription.
However, one of iQIYI’s core focuses since 2020 is the attraction of more users for the VIP
subscription. 

Content Licensing
iQIYI also monetizes its video section through content distribution to the outside of China or TV
stations in China. Increasing by 4.6% compared to 2019, with USD 0.41 Billion in revenues, it is the
smallest section in revenues of iQIYI. 

Other monetization methods
As already explained, iQIYI offers a range of other products and services apart from video-on-
demand. With these other products, iQIYI has various possibilities to generate money. Online games
enable offering in-app purchases. In live broadcasting, users purchase virtual items to tip hosts. The
talent agency identifies and promotes talent and thereby generates money. Consumer products and
online games or literature are licensed, and advertisements can be used. With these entertainment
products and services, iQIYI earned USD 0.57 Billion in 2020 and remained on the same level in 2019. 
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Take
Away

iQIYI is a video-on-demand provider and complements this service by offering
various other related entertainment products and services. Hence, iQIYI
cannot be successfully built upon a diversified business model that can
completely rely on multiple revenue channels.

MONETIZATION 



Direct competitor Tencent Video announced a price increase of about 10 yuan per month for its
VIP service.
From press release 04-05 20:02
Neutral
Link

LETV filed a lawsuit against iQIYI because iQIYI infringed on the series city of the warrior. 
From press release 04-05 12:01
Negative
Link

 

How can iQIYI escape from the difficult strategic situation of losing 30 billion yuan in four years
and 5.2 million members in one year?
From press release 04-04 10:32
Negative
Link

Is it illegal to post made-up comments? iQIYI sues Douban. Fictitious and untrue comments and
information about iQIYI and its employees were spread on the Douban platform. Is Douban.com
liable for this?
From press release 04-04 08:23
Neutral
Link

 

Negative
42.9%

Positive
38.1%

Neutral
19%
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Operating Results 

Product Information 

Litigation Dispute 

Performance Decline 

Stock Price Drop 

Strategic Cooperation 

Excellent Plagiarism 

Organization Establishment 

Investment and Financing 

Delisting 
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NEWS
Chinese News Sources

News Analysis

Take
Away

The news from iQIYI are, in comparison to other companies in the industry,
more negative. On the one hand, this is due to the fact that many news are
about copyright infringements against the competition, and on the other hand,
user numbers are declining, and the company is still not making a profit.

https://finance.yahoo.com/news/alibaba-stock-correction-offers-opportunity-150836305.html
https://news.qcc.com/postnews_fc6c22ca89a7e8cb50c4231cbc84c4f7.html?uid=674384227995f97d5a28e773b8bcca4c
https://finance.yahoo.com/news/alibaba-stock-correction-offers-opportunity-150836305.html
http://www.yidianzixun.com/article/0ThmLqEI
https://finance.yahoo.com/news/alibaba-stock-correction-offers-opportunity-150836305.html
https://finance.yahoo.com/news/alibaba-stock-correction-offers-opportunity-150836305.html
https://news.qcc.com/postnews_4080c8886487fedba90c1045ce0a816e.html?uid=674384227995f97d5a28e773b8bcca4c
https://finance.yahoo.com/news/alibaba-stock-correction-offers-opportunity-150836305.html
https://baijiahao.baidu.com/s?id=1695728981490958125&wfr=spider&for=pc


Information Amount 

空杯A梦 (-)
04-05 23:00 from website
IQiYi, apart from the team, what is the competitive advantage of its business model?
I don't think it's the content because not many people will look at the old pieces from three or five years ago. If you
think content is a competitive advantage, please correct me. Thank you.

SENTIMENT IN CHINESE
SOCIAL MEDIA

炼铁⼿ (+)
04-06 09:13 from Android
I think iQIYI should transform the upstream film and television industry and promote the film and television
industry's industrialization. They should build a complete service chain from script to shooting to the later stage,
promotion, and broadcasting. In this, the actors and directors should become workers in this production line to
improve the shooting speed and reduce the shooting cost.  They should focus on blockbuster dramas and open the
service chain to other companies. 

Search Index 

(Semi)-Professional Investor's Posts
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IQ IY I

IQ IY I

https://xueqiu.com/1592381348
https://xueqiu.com/1592381348


 

For now, CIMK will provide you with in-depth quantitative and
qualitative company profiles that will enable you as an investor to
understand a company from different perspectives. In the long run,
CIMK will offer a software-based dashboard that will provide real-time
information about various Chinese companies and industries, which
will help you to answer the following questions:

 
 
 
Are the business model and the products of the company
interesting for you?
 
Is the company playing a leading role in their industry?
 
What are the current prospects and risks of this company?
 
Does this company fit my investment criteria?

CIMK is an online platform to share information and analysis about
Chinese industries and public companies with semi-professional, non-
Chinese-speaking investors. 

Our goal is to close the tremendous information gap and language
barrier between these investors and the Chinese market by providing
in-depth information about the Chinese companies' business models,
financial performances, and overall market environment. We will
provide you with all available financial and non-financial information
that will allow you to identify stocks that match your investment
parameters.
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THANK YOU

https://www.linkedin.com/company/69094445
http://www.cimk.net/
https://chat.whatsapp.com/LLXMhtpEg4gL6KcbsL6PST
https://t.me/cimkchinaen

