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(VTAC) has announced a proposed business combination with 17LIVE, a leading
live-streaming platform in Japan and Taiwan with about 550,000 monthly active
users (MAU) in 1H FY2023 and 87,000 contracted streamers as of 30 June 2023.

o 17LIVE s targeting to tap on growing live-streaming industry. The live-streaming
industry is forecasted to expand at a compounded annual growth rate (CAGR) of
22.0% in Japan and 11.2% in Taiwan from 2023E to 2027E, according to forecasts
by Frost & Sullivan. In addition, 17LIVE is aiming to grow in the virtual live streaming
(V-Liver) segment and tap into new markets such as Southeast Asia.

¢ Near-term prospects muted. Despite the growth in the live-streaming industry,
17LIVE’s MAU has declined from 2H21 following the lifting of COVID-19 pandemic
restrictions. In addition, average revenue per spending user (ARPPU) remains
under pressure as users returned to more offline entertainment. These headwinds
have more than offset initiatives by management to drive higher user engagement.
Other key risks include rising competitive threats, inability to retain streamers, and
regulatory risks.

¢ Redeem VTAC shares. We value a 100% equity stake in 17LIVE at US$460 million
(S$622 million) based on a discounted cash flow (DCF) method, below the
purchase consideration of up to S$922.9 million. As the acquisition valuation
appears high in our view, we recommend shareholders to redeem shares in
VTAC and sell VTAC warrants. Shareholders should note that the deadline to
submit the share redemption form is 28 November 2023 at 2.00 p.m.

Beansprout was appointed by SIAS and received monetary compensation from SIAS to provide
independent research on the de-SPAC of Vertex Technology Acquisition Corporation Ltd.
PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN
APPENDIX.
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Focus charts and tables

Figure 1: 17LIVE generates the bulk of its revenue Figure 2: 17LIVE generates the bulk of its revenue

from Japan and Taiwan from live-streaming
Revenue breakdown Revenue breakdown
Breakdown by country (2022) Breakdown by business segments (2022)
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Figure 3: 17LIVE’s group monthly active users Figure 4: 17LIVE’s group average revenue per
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Figure 5: Peers in the industry trade in a valuation Figure 6: Peers in Japan trade at an average
range of 0.9x to 2.1x price-to-sales, with the EV/EBITDA multiple of 13x
exception of Anycolor
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PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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Paying a high price for acquisition of 17LIVE

Proposed business combination with 17LIVE

Vertex Technology Acquisition Corporation (VTAC) has announced a proposed business
combination with 17LIVE, a leading live-streaming platform in Japan and Taiwan. 17LIVE
generates revenue primarily from its live streaming businesses by selling virtual points to its
users, who in turn use them to purchase virtual gifts for live streamers and virtual live
streamers (V-Livers) or play in-app games. The platform has about 550,000 monthly active
users (MAU) in 1H FY2023 and 87,000 contracted streamers as of 30 June 2023.

17LIVE is targeting to tap on growing live-streaming industry

The interactive video streaming market in Japan has grown at a four-year CAGR of 53.6%
between 2018 and 2022 to reach a market size of USD 1.8bn, according to Frost & Sullivan.
The market is forecasted by Frost & Sullivan to grow further by a four-year CAGR of 22.0%
between 2023E and 2027E, driven by the rising popularity of V-Livers. 17LIVE has a strong
market position in Japan, where its estimated Average Revenue Per Paying User (ARPPU)
reached US$301 in 2022, exceeding that of peers Pococha and Showroom. 17LIVE also has a
strong market position in Taiwan, where the live-streaming market in Taiwan is forecasted to
grow at slightly slower pace with a four-year CAGR of 11.2% between 2023E and 2027E as it
is a more mature market.

In addition, 17LIVE is targeting to grow by expanding in the V-Liver segment. The V-Liver in
Japan is forecasted by the IMR Consultant to grow at a CAGR of 41.2% in 2023 to 2027E. The
company aims to leverage on its capabilities from its core live streaming business to further
invest in V-Liver proprietary IP and technology, and will develop V-Liver content and hold online
competitions and offline events. As of 2Q2023, 17LIVE has 2,000 average V-Liver monthly
average streamer (MAS), a 6.5 times increase compared to the previous year. In addition,
17LIVE plans to expand into high-growth markets including Southeast Asia, which is expected
to expand by a four year CAGR of 19.2% from 2023 to 2027E according to the IMR Consultant.

Near term prospects muted

Despite the growth in the live-streaming market, 17LIVE’s group monthly average users
(MAU) declined from a peak of 1.53 million in 2H21 to 550,000 in 1H23. The fall was led by
Japan, where MAU fell from 848,000 during the COVID-19 pandemic in 2H20 to 245,000
in 1H23. In addition, the average ARPPU for the group declined to US$294 in 2022 from
US$358 in 2021, as users returned to more offline entertainment with the re-opening.
17LIVE has launched initiatives to drive higher user engagement and increase the spend
rate to mitigate the impact of falling MAU and ARPPU.

Acquisition valuation appears high

We value a 100% equity stake in 17LIVE at US$460 million (S$622 million) based on a
discounted cash flow (DCF) method, below the purchase consideration of up to S$922.9
million. As the acquisition valuation appears high in our view, we recommend shareholders
to redeem shares in VTAC and sell VTAC warrants. Key risks include rising competitive
threats, inability to retain streamers, and regulatory risks, amongst others.

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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Proposed business combination with 17LIVE

Company Overview

17LIVE is one of the leading pure-play live streaming platforms in Japan and Taiwan. Its
business segments include Liver live streaming, V-Liver live streaming, and other
businesses. The company had ~87,000 Contracted Streamers as of 30 June 2023, and
average monthly active users (MAU) of about 550,000 and average Daily View Duration
Per daily active user of about 93 minutes in 1H2023.

17LIVE’s core markets include Japan and Taiwan. Additionally, the company has also
presence in other markets such as Hong Kong, Singapore, the U.S,, the Philippines, India
and Malaysia as of 30 June 2023. According to the IMR Consultant, the company had a
market share by revenue of 20.8% in Japan and 26.9% in Taiwan in FY2022.

17LIVE provides live streaming services through the mobile application and the website,
both of which are accessible to live streamers and users globally. 17LIVE enables users to
interact with live streamers and other users directly, as well as send virtual gifts to the live
streamers. Furthermore, the company has also introduced new business initiatives (e.g., V-
Livers, in-app games, and live commerce) to supplement its core live streaming business.

Figure 7: The ecosystem of 17LIVE’s live social entertainment platforms

The diagram below illustrates the self-reinforcing ecosystem supported by the Target
Group’s live social entertainment platforms:
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Japan and Taiwan are key markets

The company operates in various countries globally, with Japan and Taiwan as the
company’s two core markets.

According to the IMR Consultant, 17LIVE is the top pure-play live streaming platform in
Japan, with a market share of 20.8% by revenue in 2022. Revenues from Japan contributed
69.3% and 68.8% of the consolidated total revenue in FY2022 and 1HFY2023, respectively.

Based on estimates by the IMR Consultant, 17LIVE had a market share of 26.9% by revenue
in the Taiwan pure-play live streaming industry in 2022. Revenues from Taiwan accounted
for 23.9% and 25.3% of the consolidated total revenue in FY2022 and 1HFY2023,
respectively.

Figure 8: Breakdown of the company’s total revenue by region

Revenue breakdown
Breakdown by country (2022)

Source: Company data

Live streaming contributes the majority of revenue

The company’s monetisation model includes virtual gifting and subscription to live
streamers and V-Livers — which contributes the majority of the company’s total revenue,
along with sale of virtual game equipment and tools within in-app games. In 1H2023, the
average monthly Spend Rate was 16.1% with an average monthly ARPPU of ~US$302.

The company’s business segments include: 1) Liver live streaming, 2) V-Liver live streaming,
and 3) other businesses.

Liver live streaming

The live streaming revenues comprise revenues from: 1) virtual gifting, 2) subscription, and
3) in-app games.

e Virtual gifting: The company generates majority of its revenue through sales of virtual

points to its users to exchange for virtual gifts presented to Livers and V-Livers during
live streams.

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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e Subscription: The company generates a portion of its revenues from subscription fees
paid by users on a monthly basis for value-added and exclusive services, including
joining the fan group of their preferred live streamers and V-Livers.

e In-app games: The company generates a small portion of its revenue from sales of
virtual points used to play in-app games, including half-screen in-app casual games for
users to play while simultaneously watching a live stream, and half-screen interactive
in-app games that users play together with live streamers and V-Livers.

Liver live streaming contributes the majority of the company’s total revenue. The segment
accounted for 97.5% and 96.7% of the consolidated total revenue in FY2022 and
1HFY2023, respectively.

V-Liver live streaming

V-Liver live streaming segment was launched in 2018, enabling real-time interaction
between users and virtual characters. Since 2022, the company has been focusing more
on the development of its V-Liver live streaming business. The segment contributed 0.9%
and 1.0% of the consolidated total revenue in FY2022 and 1HFY2023, respectively.

Other businesses

The other business revenues are primarily derived from live commerce business and Wave.
Since 2019, the company has operated its live commerce business through HandsUp (a
platform that allows merchants to sell their products through live streaming in Japan) and
OrderPally (a B2B live commerce matching and order management SaaS platform
connecting merchants and users in Taiwan).

Additionally, the company also operates Wave, an audio-centric live streaming and social
platform, which was launched in Taiwan in 2018 and was subsequently introduced to Japan
in 2022. The segment contributed 1.6%% and 2.3% of the consolidated total revenue in
FY2022 and 1HFY2023, respectively.

Figure 9: Breakdown of the company’s total revenue by business segments

Revenue breakdown
Breakdown by business segments (2022)
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Source: Company data

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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Live streaming industry expected to grow in key
markets

Japan’s live streaming market expected to grow at 22% CAGR

According to Frost & Sullivan, the interactive video streaming market in Japan has strongly
grown at a four-year CAGR (2018-2022) of 53.6%, reaching a market size of USD 1.8bn in
2022. The growth was mainly driven by the rising popularity of virtual live streaming (V-
Livers) — which accounted for 34.4% of the total market size in 2022.

Frost & Sullivan expects the demand for interactive video streaming services in Japan to
further expand going forward, despite at a decelerating pace. The interactive video
streaming market in Japan is forecasted to expand at a four-year CAGR (2023E-2027E) of
22.0% to reach USD 5.1bn in 2027E.

Figure 10: Revenue of Interactive Video Streaming Segments, Japan
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Source: Frost & Sullivan's primary interviews, desktop research, and analysis

17LIVE is the second largest player in interactive video streaming market and leading player
in V-livers segment. According to Frost & Sullivan, the leading platforms within the
interactive video streaming market in Japan include YouTube, 17LIVE, Pococha, Showroom,
Twitcasting, WhoWatch, and Bigo Live. YouTube Live has started in Japan since 2011 and
leads the industry with a market share by revenue of 33.8% in 2022. Following its entry in
August 2017, 17LIVE has grown and become the second largest player with a market share
of 13.7%.

The third- and fifth-largest players are Pococha (with a market share of 11.7%) and
Showroom (with a market share of 5.6%), respectively — both of which are owned by DeNA.
Pococha has established itself as a leading player in the market since its entry in January
2017.

Twitch, which started in 2017 and focuses on game livestreaming, continues to grow in

Japan and attained the market share of 10.4% in 2022. Bigo Live, which entered Japan in
early 2016 and localized its content since 2018, accounted for 5.1% of the market share in

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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2022. WhoWatch, which launched in 2015 and operates solely in Japan, had the market
share of 3.5% of in 2022.

Among the pure-play interactive video streaming companies (V-Livers), 17LIVE has the
largest market share by revenue of 20.8% in 2022.

Figure 11: Market Share by Revenue, Interactive Video Streaming Market, Japan, 2022E
Pure-Play Interactive Video Streaming Market in
Japan
Market Share by revenue (2022)

Others
19.2%
Twitcasting
5.2%
ms ' Eixre

igo Live
B%%
Showroo
8.5%

Source: Frost & Sullivan’s primary interviews, desktop research, and analysis

In the pure-play interactive video streaming market, 17LIVE has a higher gross profit margin,
average revenue per user (ARPU), and average view duration per daily active user (DAU)
compared to most peers. Meanwhile, YouTube surpasses 17LIVE in the overall interactive
video streaming market which includes virtual live streaming.

Figure 12: 17LIVE has higher MAU compared to Figure 13: 17LIVE has longer average view duration
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Taiwan’s live streaming market expected to grow at 11% CAGR

According to Frost & Sullivan, the interactive video streaming market in Taiwan has grown
at a four-year CAGR (2018-2022) of 17.7%, reaching a market size of USD 322.7mn in 2022.
During the pandemic years, the growth was mainly driven by the launch of new segments
(e.g., new content and services). Nevertheless, the market also encountered challenges
arising from the competition for screentime with OTT streaming services.

Furthermore, Frost & Sullivan expects Taiwan to be a mature market in the interactive video
streaming segment, and therefore to witness a slower and normalized growth rate going
forward. The market is estimated to expand at a four-year CAGR (2023E-2027E) of 11.2%
to reach USD 556.1mn in 2027E. In addition, DAU of interactive video streaming platforms
is expected to reach 300,000 in 2027E, driven by the growth of the market as well as the
introduction of new technologies and trends (e.g., the use of V-Livers).

Figure 15: Revenue of Interactive Pure-Play Interactive Video Streaming Segments
(USD million), Taiwan
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Source: Frost & Sullivan's primary interviews, desktop research, and analysis

17LIVE is the second largest player in the interactive video streaming market with a 26.9%
market share. According to Frost & Sullivan, the leading platforms within the interactive
video streaming market in Taiwan include 17LIVE, Lang Live, UpLive, and Bigo Live. In
addition, the market also consists of smaller players, namely True Love Live, 1024 Live, and
PD Live.

17LIVE and Lang Live dominate the market with a combined market share of 56.6% in 2022.
Lang Live was launched in 2016 and leads the industry with a market share by revenue of
29.7% in 2022. Meanwhile, 17LIVE has maintained its leadership as the top two players in
the market since its launch in 2015. As of 2022, 17LIVE has 26.9% market share by revenue
in Taiwan.

UpLive, which began operations in China and subsequently entered Taiwan in 2016, was
the third largest player with a 10.8% market share. Bigo Live, which started operations in
Singapore and launched in Taiwan, Hong Kong, and Macau in late 2016, was the fourth
largest player with a 8.3% market share.

PLEASE SEE ANALYST CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING IN APPENDIX.
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Figure 16: Market Share by Revenue, Pure-Play Interactive Video Streaming Market,
Taiwan, 2022E

Interactive Video Streaming Market in Taiwan
Market Share by Revenue (2022)
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Source: Frost & Sullivan’s primary interviews, desktop research, and analysis

According to Frost & Sullivan, Lang Live has a higher MAU and average view duration per
DAU compared to 17LIVE. However, 17LIVE has more paying users and higher monetization
rate, as reflected by ARPPU and ARPU.

Figure 17: 17LIVE has lower MAU compared to Figure 18: 17LIVE has shorter average view duration

Lang Live in Taiwan, 2022E per DAU compared to Lang Live in Taiwan, 2022E
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Expansion into V-Liver segment

Beansprout@

The company plans to leverage the synergy across business segments in order to pursue
growth strategies - particularly development of V-Liver segment and geographical
expansion into high-growth markets. According to the IMR Consultant, the market size for
virtual idol in Japan is expected to grow at a four-year CAGR (2023E-2027E) of 41.2%, to reach

~US$ 3.9bn by 2027E.

Figure 19: 17LIVE is targeting to grow in the V-Liver and Live commerce segments
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Source: Company data

As a result, the company is focusing on expanding in the V-Liver segment through various
initiatives, namely sponsorship and licensing arrangements. The company aims to leverage its
capabilities from core live streaming business; and further invest in its V-Liver proprietary IP and

technology, as well as live commerce offering.

e Content: The company plans to develop V-Liver content through the expansion of both
organic V-Livers to generate PUGC (Professionally curated user generated content) and
the development of V-Liver proprietary IPs generate PGC (Professionally generated

content).

e Features: The company launched Live2D functions in April 2023, as well as VRM3D and
hand gesture recognition functions in August 2023. The company plans to further improve
its broadcasting functionality, which along with talent management expertise, will lower the

barriers for V-Livers.

¢ Online competitions and offline events: The company holds online competitions and

offline events to support V-Livers in expanding their user base.
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17LIVE has witnessed growth momentum in the V-Liver segment. As of 2Q2023, 17LIVE had
~2,000 average V-Liver MAS (increase of 6.5 times YoY) and ~75,000 average V-Liver MAU
(increase of 2.1 times YoY). V-Liver engagement also strongly grew, with average of ~30,000
V-Liver Spenders per month (increase of 2.7 times YoY).

Going forward, the company aspires to pursue additional revenue models from its V-Liver
offerings, including merchandise sales, concerts, performances and commercial collaborations
(e.g., the licensing of organic V-Liver and V-Liver proprietary IPs to brands).

Figure 20: 17LIVE is targeting to grow in the V-Liver segment
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Source: Company data, Frost & Sullivan analysis. Note: Average MAS, MAU, and monthly
spenders for 2Q 2023. Increase indicates YoY increase compared with 2Q 2022.

Expansion into new markets

According to the IMR Consultant, the market size for live streaming for Southeast Asia is
expected to increase by a four-year CAGR (2023E-2027E) of 19.2%, to reach ~US$ 2.2bn
in 2027E.

Consequently, 17LIVE plans to expand into high-growth markets, including Southeast Asia.
The company will leverage its available content to build its user base in Southeast Asia.
Subsequently, the company aims to pursue organic growth through cross-border activities
- e.g., the export of Japanese and Taiwanese content and merchandise to Southeast Asia
through live streaming, live commerce channels and 17Shop.

In terms of organic growth, the company plans to: 1) make Japan V-Liver content available
in other countries upon reaching mature stage; 2) promote cross-border collaborative
streaming among live streamers across different regions; 3) acquire more live streamers
and users in Southeast Asia, through partnership with media and entertainment companies.

In addition, the company also might expand its products and services offerings by driving
long-term growth through strategic investment (e.g., investments in other social media
products and platforms), mergers and acquisitions, joint ventures and strategic alliances.

12
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Near term prospects muted

Monthly average user has fallen across key markets

MAU and MAS significantly grew in FY2020 with more time spent at home amid social
distancing measures and lockdowns during the COVID-19 pandemic. However, the easing
of the COVID-19 pandemic restrictions led to a decline in 17LIVE’s group monthly average
users (MAU) from a peak of 1.53 million in 2H21 to 550,000 in 1H23. The fall was led by
Japan, where MAU fell from 848,000 during the COVID-19 pandemic in 2H20 to 245,000
in 1H23.

_Figure 21: 17LIVE’s group monthly active users (MAU) has been falling since 2H21
MAU has fallen across key markets
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Source: Company data

Initiatives launched to improve user engagement

With the decline in MAU, the company shifted its focus towards profitability and return on
user acquisition. Furthermore, the company has also launched various user-targeted
promotion and subscription packages to convert users to paying customers.

Key features development of the platforms include the following:

¢ Interaction and Socialisation: Beyond the real-time messaging and virtual gifting, the
company has launched gamified features into its platforms and archive features for live
streaming sessions.

e Gifting: The virtual gifts mimic real-life goods and luxuries with a wide range of rarity
and value. Certain virtual gifts are AR-enabled, hence allowing for customisation and

filters.

¢ In-app Games: In-app games were first launched on 17LIVE in Taiwan in May 2022,
and subsequently gradually rolled out to other markets.

13
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In addition, other company’s effort to improve user engagement include: 1) online
competitions and offline events for live streamers and users; 2) localisation of its apps and

operations across its markets; and 3) tier-based loyalty programmes among other various
initiatives.

These initiatives have led to an increase in its average view duration and spend rate, partly
offsetting the decline in monthly active users. The Average Daily View Duration Per DAU
increased from 69 minutes in FY2020 to 101 minutes and 93 minutes on a monthly average
basis in FY2022 and 1HFY2023, respectively.

Figure 22: Average daily view duration rose in
2022

Average Daily View Duration continued to rise

Figure 23: Spend rate rose in key markets in 2022

Spend rate rising in key markets
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ARPPU fell in 2022

Despite the initiatives to boost engagement, the average ARPPU for the group declined to
US$294 in 2022 from US$358 in 2021, as users returned to more offline entertainment with

the re-opening.

Figure 24: 17LIVE’s ARPPU declined in 2022

ARPPU declined in 2022
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Acquisition valuation appears high

Our target valuation for a 100% stake in 17LIVE based on a discounted cash flow (DCF)
methodology is US$460 million (S$622 million). With a purchase consideration of up to
S$$922.9 million, we believe VTAC’s acquisition valuation for 17LIVE appears high. We
recommend shareholders to redeem shares in VTAC and sell VTAC warrants.

DCF-based valuation

Our target valuation for a 100% stake in 17LIVE is US$460 million (S$622 million). Our DCF
valuation commences at year-end and uses detailed forecasts between 2023E and 2025E.
We then apply an intermediate revenue growth rate between 2026E and 2033E. In 2033E
we use our long term growth rate to calculate a terminal cash-flow valuation. From 2026E
we assume a constant EBITDA margin. We assume a WACC of 10%, intermediate growth
of 4%, long-term growth of 3% and a terminal EBITDA margin of 10%. Our WACC assumes
a risk-free rate of 4.0% and a beta of 1.2.

Figure 25: DCF valuation of 17LIVE

DCF (In US$mn) 2022A  2023E  2024E  2025E  2026E  2027E  2028E  2029E  2030E  2031E  2032E  2033E
Revenue 364 343 367 381 396 412 429 446 463 482 501 521
YoY Change -27% -6% % 4% 4% 4% 4% 4% 4% 4% 4% 4%
Adjusted EBITDA 16 35 38 38 40 41 43 45 46 48 50 52
EBITDA margin 4.4% 10.1% 10.4% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
Working Capital Changes (16) 2 4 (3) 5 (3) 5 (3) 5 3) 5 (3)
Taxes () @) ) © © (10) (1) (12) (12) (13) (13) (14)
Cashflow 9) 24 33 26 35 28 36 29 38 31 41 35
NPV 24 30 21 26 19 23 17 20 15 17 13
Discounted cash flow 421
Net cash/(debt) 39
Equity value (US$mn) 460
Valuation (S$mn) 622

Source: Company data, Beansprout estimates

The table below shows a sensitivity analysis to different WACC and long-term growth

assumptions.

Figure 26: Sensitivity analysis to different WACC and long-term growth assumptions
S$mn Long-term growth
WACC 2.0% 2.5% 3.0% 3.5% 4.0%
9.0% 657 680 708 740 779
9.5% 619 639 661 688 719
10.0% 586 603 622 643 669
10.5% 557 571 587 605 626
11.0% 531 543 557 572 589

Source: Company data, Beansprout estimates

Multiple-based valuation

We show a summary of price-to-sales (P/S) and enterprise value to EBITDA (EV/EBITDA)

multiples for peers in the sector. The price-to-sales and EV/EBITDA multiples are

commonly used to compare stocks in the technology sector as companies are typically

high-growth and may not be profitable as yet.
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Figure 27: Valuation multiples

Price (LC) Currency Market Cap Price/Sales (x) EVIEBITDA
(USD mn)

2022 2023 2024 2022 2023 2024
Japan
DeNA 2432 JT 1,508 JPY 1,217 1.29 1.21 1.14 16.06 14.68 10.83
Anycolor 5032 JT 3,565 JPY 1,480 9.06 6.62 5.01 22.17 11.15 6.70
Average (Japan) 5.17 3.91 3.07 19.12 12.91 8.77
China
Bilibili BILI US 15.20 usDb 6,312 1.99 1.91 1.64 N/A N/A N/A
Weibo 9898 HK 92.90 HKD 2,800 1.52 1.59 1.49 3.16 3.03 2.86
Iqiyi IQUS 5.25 usb 5,021 1.09 0.97 0.91 4.81 13.31 8.63
Momo MOMO US 7.23 usDb 1,365 0.88 0.93 0.92 2.23 1.79 1.76
Huya HUYA US 3.83 usDb 911 0.73 0.98 1.00 N/A N/A N/A
JOyy YY US 4247 usDb 2,633 1.45 1.54 1.46 N/A N/A N/A
Kuaishou 1024 HK 60.55 HKD 33,669 2.52 2.09 1.82 N/A N/A N/A
Average (China) 1.45 1.43 1.32 3.40 6.04 4.42
Sector Average 2.28 1.98 1.7 9.69 8.79 6.16
Average ex-Anycolor 1.43 1.40 1.30 6.57 8.20 6.02

Source: Bloomberg, price as of 16 November 2023

Peers in the sector trade at a 2023E P/S valuation range of 0.9x to 2.1x, with the exception
of Anycolor, which has shown strong revenue growth. The average 2023E price-to-sales
multiple for the sector is 2.0x. Excluding Anycolor, the average 2023E price-to-sales
multiple for the sector is 1.4x. Based on our projected 2023E sales for 17LIVE of US$343
million, the valuation for 17LIVE using a 1.4x price-to-sales multiple would be US$480 million
(S$648 million)

Figure 28: Price-to-sale valuation multiples of peers

Price-to-sales multiples of peers
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Source: Bloomberg. Price as of 16 November 2023
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Peers in the sector trade at a 2023E EV/EBITDA valuation range of 1.8x to 14.7x, with the
Japanese peers Anycolor and DeNA trading at the higher end of the valuation range. The
higher valuation for Japanese peers is likely due to better profitability compared to Chinese
peers, in our view. The average price-to-sales multiple for the sector is 8.8x, while the
average price-to-sales multiple for Japanese peers is 12.9x. Based on our projected 2023E
adjusted EBITDA for 17LIVE of US$34.6 million, the valuation for 17LIVE using a 13x
EV/EBITDA multiple would be S$723 million.

Figure 29: EV/EBITDA multiples of peers

EV/EBITDA multiples of peers

Source: Bloomberg. Price as of 16 November 2023
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Scenario analysis

Based on our DCF valuation of a 100% equity stake in 17LIVE above, we derive a total equity
value of enlarged group post completion of S$682 million to S$830 million, depending on
the amount of redemption by shareholders of VTAC. Taking into account the completion
remaining escrow amount and enlarged share capital, we derive a price per share of S$3.96
to S$4.11. We analyse the potential dilutive impact on the shareholdings of independent
shareholders in the SPAC in various scenarios in the table below. Our estimates for the
price per share of VTAC post completion range from S$3.11 to S$4.11 in various scenarios.

Figure 30: Scenario analysis

InS$ Effect of maximum redemption | Effect of no redemption

Price per share taking into 3.96 411
account completion remaining
escrow amount

Dilution effect from PIPE and -0.01 -0.07
special bonus scheme

Price per share taking into 3.95 4.05
account completion remaining
escrow amount

Dilution effect from ESOP -0.68 -0.56
shares, earnout shares, EIS
shares, promote shares

Price per share taking into 3.28 3.49
account dilution effect from
ESOP shares, earnout shares,
EIS shares, promote shares

Dilution effect from warrants if -0.16 -0.16
fully exercised

Price per share taking into 3.1 3.33
account warrants if fully
exercised

Source: Company data, Beansprout estimates

Limited value in VTAC warrants on our estimates

Our estimate for the price per share of VTAC post completion ranging from S$3.11 to S$4.11
in various scenarios is below the VTAC warrant exercise price of S$5.75. As such, we
believe that that there is limited value in VTAC warrants, and warrant holders should sell
their warrants.
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Course of action for VTAC shareholders

VTAC shareholders have the following options on the course of action to undertake in
relation to the proposed transactions:

e Vote against the proposed transactions and redeem shares

e Vote against the proposed transactions and do not redeem shares

e Vote in favour of the proposed transactions and redeem shares

e Vote in favour of the proposed transactions and do not redeem shares

In the event that shareholders vote against the proposed transactions, the proposed
business combination will not be approved and will not be completed. All redemption
requests will be canceled. VTAC will then proceed to liquidation, which may lead to potential
uncertainty on the timing and amount that shareholders may be able to recover from the
liquidation process.

In the event that shareholders vote in favour of the proposed transactions, redeeming
shareholders will receive a redemption price redemption price no less than S$5.00 per
share, and estimated to be in the range of S$5.00 to S5.02 per share. The actual
redemption price will be determined two market days before completion of business
combination.

In the event that shareholders vote in favour of the proposed transactions, non-redeeming
shareholders will receive a 0.1 new share per share held as part of Special bonus scheme,
and 0.2 warrants per share. Based on our estimates, the price per share post completion
may be in the range of S$3.11 to S$4.11 under different dilution scenarios. The potential
outcomes under different scenarios are summarized in the table below.

Figure 31: Summary of scenarios for shareholders

All redemption requests will be
canceled and the company will
proceed to Liquidation.

Scenario Redeeming shareholder Non-redeeming shareholder
Shareholders vote e The proposed business e The proposed business

against the combination is not approved and combination is not approved and
proposed will not be completed. will not be completed.
transactions

All redemption requests will be
canceled and the company will
proceed to Liquidation.

Shareholders vote in
favour of the
proposed
transactions

The proposed business
combination is approved and upon
Completion, the Resulting Issuer
will trade under the new name
“17LIVE Group Limited” on the
SGX-ST on 8 December 2023.

Redeeming shareholder receives
redemption price no less than
S$5.00 per share, and estimated
to be in the range of S$5.00 to
S5.02 per share.

Actual redemption price will be
determined two market days
before completion of business
combination.

The proposed business
combination is approved and upon
Completion, the Resulting Issuer
will trade under the new name
“17LIVE Group Limited” on the
SGX-ST on 8 December 2023.

Non-redeeming shareholder
receives 0.1 new share per share
held as part of Special bonus
scheme.

Non-redeeming shareholder
receives 0.2 warrants per share.

Based on our estimate, the price
per share post completion may be
in the range of S$3.11 to S$4.11
under different dilution scenarios.

Source: Company data, Beansprout estimates
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Key risks

The key risks to our assumptions are competition, inability to retain streamers, and
regulations.

Competition

17LIVE operates in highly-competitive industry. If the company is unable to compete
effectively, its business results and prospects may be significantly and adversely affected.
The company faces competition in several business, particularly from companies with
larger user and live streamer base; as well as from larger companies with more resources
for the promotion and marketing.

Inability to retain streamers

If 17LIVE is unable to retain its existing users, keep them engaged or grow the user base,
the business’ profitability and prospects may be significantly and adversely affected. The
user retention, growth and engagement could be negatively affected by: changes in user
preferences; inability to retain and discover popular live streamers and V-Livers; inability to
address inappropriate use of its platforms and the privacy concerns; as well as information
technology issues or other technical problems.

Regulatory risks

17LIVE may be adversely affected by laws and regulations in the markets in which it
operates. The company’s business is subject to complex and evolving laws and regulations
in various countries.
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Management background

Figure 32: Key management
Mr. Lien Chien- | CEO Mr. Lien Chien-Lin has served as the Company’s CEO since March 2023. Mr.
Lin Lien joined the Company in September 2019 as General Manager of Taiwan
operations. He was subsequently appointed as CEO of Taiwan, Southeast
Asia, U.S. operations in January 2021, and as Global Chief Operating Officer

in August 2022.

Mr. Lien has over 15 years of experience in the digital entertainment industry.
Mr. Lien held management positions in various Fortune 500 companies,
including Starbucks. He previously worked at various game development and
entertainment companies, including Electronic Arts. Prior to joining the
Company, Mr. Lien served as the Chief Operating Officer in a mobile game
start-up in Shanghai focusing on narrative and user-generated content.

Mr. Ng Jing CTO Mr. Ng Jing Shen is the co-founder of the Company and has served as the
Shen Company’s CTO since August 2022 and was the Company’s Chief Operating
Officer from August 2019 to August 2022.

Mr. Ng has over 15 years of experience in the technology industry. Mr. Ng co-
founded Paktor, a dating and social networking platform which merged with
17 Media to form the Company (known as M17 Entertainment Limited) in 2017
and was subsequently sold by the Company in 2020. He served as Paktor’s
CEO from November 2017 to August 2019 and CTO from August 2013 to
August 2019. Prior to that, Mr. Ng founded Restless, a platform for users to
browse, search and book activities online in Singapore in February 2012.
From October 2009 to December 2011, Mr. Ng was software engineer at
Amazon.com Inc. Mr. Ng holds a Bachelor of Science in Engineering
(Computer Science) from the University of Michigan.

Mr. Kenta CFO Mr. Kenta Masuda has served as the Company’s CFO since March 2023. Mr.
Masuda Masuda joined the Company in September 2021.

Mr. Masuda has Over 14 years of experience in the finance industry. Prior to
joining the Company, he served as the senior director of financial planning
and analysis and treasury, and the director of the Japan branch of a
multinational retail corporation from January 2021 to September 2021 and
from November 2018 to January 2021, respectively. Mr. Masuda is a Certified
Public Accountant in Japan.

Mr. Phua Co- Mr. Phua is the co-founder of the Company and has been the non-executive
Jiexian Joseph | founder | chairman of the board of directors since July 2020. Mr. Phua previously
served as the Company’s CEO from September 2016 to June 2018. Mr. Phua
concurrently serves as the non-executive chairman of the board of directors
of SoundOn Inc. and the executive chairman of Turn Capital Pte. Ltd. He also
serves as a non-executive director of eight other companies.

Mr. Phua co-founded Paktor in 2013, and served as CEO of Paktor from
January 2013 to October 2017, until Paktor merged with the Company. He
previously worked in the consulting and banking industries, namely at
McKinsey & Company and Citigroup. He formerly worked in luxury retail with
Da Vinci Asia from May 2008 to April 2011.

Mr. Phua holds a Master of Business Administration degree from the
University of Chicago Booth School of Business and a Bachelor of Science
degree from New York University Stern School of Business.
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Figure 33: 17LIVE’s financial summary

Beansprout@

Income Statement in USD ‘000

FY2020 FY2021 FY2022 FY2023E FY2024E FY2025E
Total Revenues 411,360 497,782 363,718 342,983 367,276 380,960
EBITDA 30,307 15,451 15,016 33,758 37,314 37,174
EBIT 24,421 10,366 10,124 30,324 34,088 34,148
Net Profit (51,938) 109,511 (51,017) 22,699 25,523 25,567
Balance Sheet in USD ‘000

FY2020 FY2021 FY2022 FY2023E FY2024E FY2025E
Cash And Cash Equivalents 92,491 59,091 39,259 133,230 166,367 191,902
Current Assets 128,065 100,334 69,008 169,845 200,010 230,711
Non-Current Assets 47,478 44,397 34,421 31,814 29,391 27,138
Total Assets 175,543 144,730 103,430 201,660 229,401 257,849
Current Liabilities 119,968 110,709 284,596 127,265 128,644 130,684
Non-Current Liabilities 289,412 163,092 2,032 2,032 2,032 2,032
Total Liabilities 409,380 273,802 286,628 129,297 130,676 132,716
Shareholders' Equity (233,837) (129,071) (183,199) 72,363 98,725 125,133
Cash Flow in USD ‘000

FY2020 FY2021 FY2022 FY2023E FY2024E FY2025E
Operating Cash Flow 66,719 (2,912) (10,464) 24,857 33,997 26,366
Investing Cash Flow 3,444 (1,376) (848) (491) (491) (491)
Financing Cash Flow (122) (26,620) (4,185) 69,605 (369) (339)
Net Cash Flow 70,042 (30,907) (15,497) 93,971 33,137 25,536
Key operating statistics

h FY2020 FY2021 FY2022  FY2023E  FY2024E  FY2025E

MAU ‘000 1,187 1,159 886 570 609 644
Spend Rate 9.3% 12.8% 14.0% 16.9% 16.8% 16.7%
ARPPU (US$) 322 358 294 297 298 295

Source: Company data, Beansprout estimates
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