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Introduction

Founder and current CEO:

Ding Lei, whose English name is William Ding, was born in Ningbo, Zhejiang Province. He graduated from Chengdu College of Electronic Science and Technology and obtained a Bachelor's degree. After graduation he first worked in a local government department in Ningbo as an engineer, and then he went to Guangzhou and worked and founded NetEase and became the richest individual in Chinese mainland in the year of 2003.  According to Forbes as of 2007, his net worth is estimated to be US $1.1 billion.
About the company:

NetEase is a Chinese Internet company that operates www.163.com, a very popular website which received over 546 million page views in June of 2005. The company has grown rapidly since its founding in June 1997, thanks in part to its investment in search engine technology and massively multiplayer online gaming. NetEase offers a business-to-consumer trade service on the official web sites. And in June 2000, the Company launched online retailing services, offering opportunities for e-commerce vendors and traditional business customers to establish online e-commerce. ( information collected and summarized from Wikipedia )
History and big events:
1997-May      Guangzhou NetEase established 
 1997-Jun       Introduces full Chinese text search engine
 1998-Jan        First Chinese Internet company to offer free Web-based e-mail service
 1999-Jan        www.163.com ranked as the #1 Most Well-Known Web Site by China    Popular Computer Weekly
 1999-Jul        Hosts the first online auction in China
 2000-Jun       NetEase.com, Inc. goes public on NASDAQ
 2000-Aug      Launch of “Power to the People” advertising campaign
 2000-Nov      Launch of NetEase Mall e-commerce platform
 2001-Jan        Designs sms.163.com web site to offer short message services
 2001-Apr      Acquisition of Guangzhou Tianxia game technology assets
 2001-Nov     Launch of VIP email service
 2001-Dec      Launch of self-developed MMORPG “Westward Journey Online”
 2002-Jun       Launch of 3-D MMORPG “PristonTale”
 2002-Aug      Launch self-developed MMORPG “Westward Journey Online 2.0”
 2003-Dec      Beta launch of self-developed MMORPG “Fantasy Westward Journey”
 2004-Jan       Commercial launch of “Fantasy Westward Journey”
 2004-Mar     “Fantasy Westward Journey” Peak Concurrent Users reach 100,000
 2004-Dec          Beta launch of MMORP "Fly For Fun" 
 2005-February  Launch of 188 Fortune Mail service-www.188.com 
 2005-April        Combined peak concurrent users of “Westward Journey Online II” and “Fantasy Westward Journey” exceed one million 
 2005-October    Fantasy Westward Journey, Westward Journey Online II and 3D game DaTang were honor with “The Best Self-developed Online Game” by China Joy.
( This is got from the reseach in Baidu.   http://baike.baidu.com/view/4021.html#5)
NetEase Business
Downturn:

In September, 2001, the company was hurt by an accounting scandal and a NASDAQ-ordered suspension of trading in its shares. NASDAQ was planning to kick it off the exchange, and the survival was questionable. It is easy to find the stock price in Google Finance that is only 0.16 on Sep 07, 2001. And keep low until Jan, 2002. The graph is showed below.
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MMORPGs (multi-player Online Role Playing Games)
The investments in online game saved the company and helped the growth keep increasing. There are two famous online game produced by NetEase. One is called Westward Journey Online, which is based on the famous and romantic Chinese classical story “Journey to the West”.  It uses Chinese traditional painting style, with a well balanced and safe game system. It has become one of the most popular online games in China. 
The other one is Fantasy Westward Journey, which uses the same engine but different graphical style. This is a new game based on Journey to the west, launched at the end of 2003 and turned commercial in mid-2004.

Wireless buiness

The Company's major wireless services are providing users in the form of short messaging services (SMS). NetEase offers different SMS services and packages, such as news, Internet services, and media downloading. An increasing part of the Company's wireless services revenue is from other mobile phone technologies, including multimedia messaging services (MMS), wireless application protocol services (WAP), interactive voice response services (IVRS) and color ring-back tones (CRBT), which change the ringtone a caller hears.

Internet Portal
The NetEase Websites provide users with online services in three categories: content, community and communication, and commerce. It provides news, information and online entertainment to the Chinese public. It also provides free community and communication services, such as e-mail, blog, personal advertisements, personal homepages, clubs, e-cards, chat rooms, and job posting services. The NetEase Websites also provide resources to users, such as a Web directory, Web search service, and online yellow pages service. ( www.163.com)
Financial Results and Problems
Depend on the three categories, particularly in the online games, NetEase developed constantly and steadily. The financial result of the 1st quarter of 2004 showed below is a specific example that presents its huge success.

Financial statement of the 1st quarter in 2004. <http://corp.163.com/eng/investor/pdf/2004/fs_Q104.pdf>
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Total net revenue for the quarter increased 66.8% year-over-year and 15.5% quarter-over-quarter to RMB186.8 million (US$22.6 million). Net profit for the quarter increased 50.8% year-over-year and 10.5% quarter-over-quarter to RMB103.9 million (US$12.6 million). 
In that report, revenue is divided into online games services, wireless value added services and advertising. Although there are specific numbers showing the profits of the three main categories, there is no indication of the respective proportion of short message service, the majority online games and e-business. This cannot but make people suspect the real profit-making ability of Netease. Since short message and online game services involve great risks. First, there are many loopholes in themselves. Second, these businesses mainly depend on one or two superior telecommunication companies; third, the risk that the online game market will not continue to grow or that NetEase will not be able to maintain its leading position in that market; fourth, the risk that NetEase will be unable to compete effectively in the wireless value-added services market; fifth, the risk that NetEase may not be able to continuously develop new and creative online services; sixth, the risk that the Internet advertising market in China will not continue to grow and will remain subject to intense competition; seventh, the risk that NetEase will not be able to control its expenses in future periods; eighth, the risk that the trading price of NetEase's American Depositary Shares may decrease for a variety of reasons, some of which may be beyond the control of management; ninth, the risk that current or future appointees to management are not effective in their respective positions; tenth, the difficulty in locating and recruiting suitable candidates for middle and senior management positions. And there are also some uncertainties that NetEase have to face: NetEase's ability to develop and implement additional operational and financial systems to manage NetEase's operations; competition in NetEase's existing and potential markets; governmental uncertainties, general competition and price pressures in the marketplace; uncertainty as to future profitability; the risk that security, reliability and confidentiality concerns may impede broad use of the Internet and e-commerce and other services.

( collected and summarized from corp.163.com)
Strategy
Facing so many risks and problems, how can NetEase survive in the future market? Ding Lei with his direct board masterminded many strategies. There is one successful strategy that they study from SNDA, another famous company which is good at both PC and online game.
Three years ago, when SNDA had a large deficit, many people said that SNDA would die. But today, SNDA is not dead but more and more powerful. The reason for the deficit is the strategy of Home Entertainment. This is not only significant for SNDA but also for NetEase. NetEase has a strong ability to gain profit but the strategy of NetEase falls behind SNDA. So many people criticize that NetEase is just one moneygrubber who own several billions. No future for no invests. Ding knows that the On-line games won’t be the product forever. Netease must transform to other kind of enterprise。

SNDA is very radical but SNDA is steady. They will learn something from SNDA but not to criticize it, since everything has positive and passive impact.
Future and Conclusion
In general, NetEase did pretty well during the past ten years. The NetEase Company is advanced by acting in online games, wireless business and internet portal. They gained huge profits from the online games and continued to develop new games. However, after all, online game is a sudden-huge-profits industry. It’s full of risks, so Netease are going to entering a new business--- mobile phone game is of potential.  Ding Lei says, the main revenue stream of Websites will be advertisement and games, and he has launched the first mobile phone game in China and brought revolutionary experience to mailbox subscribers.
And then, what is Ding’s next step? He has 1.1 billion USD in his hand and what’s NetEase’s next trend? Can NetEase consolidate its leading position? Nobody knows. But hopefully, yes.
