
Sahm Adrangi
Chief Investment Officer, Kerrisdale Capital Management



Best Ideas 2019, Hosted by MOI Global

January 2019

Kerrisdale Advisers, LLC

1212 Avenue of the Americas, 3rd Floor

New York, NY 10036

212.792.9149

212.531.6153

IR@kerrisdalecap.com



LEGAL DISCLAIMER

This document contains information about certain private investment funds for which Kerrisdale Advisers, LLC (“Kerrisdale”) serves as investment

manager (each, a “Fund” and, collectively, the “Funds”).

This document is confidential and is intended solely for the information of the person to whom it has been delivered by Kerrisdale. It is not to be

reproduced or transmitted, in whole or in part, by any means, to third parties without the prior written consent of Kerrisdale. In addition, these

materials may not be disclosed, in whole or in part, or summarized or otherwise referred to except as agreed in writing by Kerrisdale.

Notwithstanding anything set forth herein, each recipient of this document (and each of the employees, representatives or other agents of such

recipient) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of (i) a Fund and (ii) any of its

transactions, and all materials of any kind (including, without limitation, opinions or other tax analyses) that are provided to each investor relating

to such tax treatment and tax structure, it being understood that “tax treatment” and “tax structure” do not include: (1) the name of, or any other

identifying information regarding (a) a Fund or any existing or future investor (or any affiliate thereof) in a Fund, or (b) the parties to or that are the

subject of an investment or transaction entered into by a Fund; (2) any performance information relating to a Fund or its investments; and (3) any

performance or other information relating to previous Funds sponsored, or investments made, by Kerrisdale or any of its affiliates.

This document is provided for informational and discussion purposes only and does not constitute an offer to sell or a solicitation of an offer to

purchase any security of any Fund. Any such offer or solicitation shall be made only pursuant to the confidential private placement memorandum

of the relevant Fund (the “Offering Memorandum”), which should be read carefully prior to investment in such Fund and which describes, among

other things, the risks associated with an investment in such Fund. The Offering Memorandum, limited partnership agreement (if applicable) and

subscription documents (the “Offering Documents”) of the relevant Fund will be furnished to qualified investors on a confidential basis at their

request for their consideration in connection with such offering. To the extent there is any inconsistency between this document and the Offering

Documents of the relevant Fund, the Offering Documents of such Fund govern in all respects. Any decision whether to invest in a Fund must be

based on the information in the applicable Offering Documents and not on the information contained herein. Nothing contained herein should be

construed as tax, accounting or legal advice or an investment recommendation.
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LEGAL DISCLAIMER

The S&P 500 Index (the "S&P 500") tracks the performance of the equity securities of a representative sample of 500 U.S. based large-cap

companies. The S&P 500 is an unmanaged, market-value weighted index with each stock's weight in the index proportionate to its market value.

There are significant differences between the Funds‘ investments and the S&P 500. For instance, the Funds also invest in non-U.S. securities. In

addition, the Funds may use leverage and invest in securities that have a greater degree of risk and volatility, as well as less liquidity, than those

securities contained in the S&P 500. Moreover, the S&P 500 is not subject to any of the fees or expenses to which the Fund is subject. It should not

be assumed that the Fund will invest in any specific securities that comprise the S&P 500, nor should it be understood to mean that there is a

correlation between the Funds' returns and the S&P 500.

The Barclay Hedge Fund Index (the "BHFI") is a measure of the average return of all hedge funds (excepting funds of funds) in

the Barclay database. The BHFI is simply the arithmetic average of the net returns of all the funds that have reported that month. Only funds that

provide Barclay with net returns are included in the BHFI index calculation. As such, it does not purport to be representative of the entire universe

of hedge funds, nor is there any guarantee that any of the reporting hedge funds have investment strategies similar to that of the Funds.

The inclusion of the S&P 500 and BHFI is intended to be for comparative purposes only; they are not meant to be indicative of the Funds'

performance, asset composition or volatility. It is not possible to invest directly in an index.

Performance with respect to individual securities are not meant to reflect overall Fund performance. There is no assurance that similar returns will

be achieved in the future or that anticipated returns of these or similar investments will be met, and an investment could result in a partial or total

loss for a Fund. The Funds’ net performance reflects the deduction of management fees, performance allocations, brokerage or other commissions,

and other expenses. An investor’s actual return on an investment in a Fund will be reduced by these amounts. Kerrisdale’s management fees and

performance allocations are described in Part 2A of its Form ADV.
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LEGAL DISCLAIMER

Certain information contained herein constitute “forward-looking statements”, which can be identified by the use of forward-looking terminology

such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof or

other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual performance of a

Fund may differ materially from those reflected or contemplated in such forward-looking statements.

Information contained herein is estimated and unaudited and believed to be correct and/or is derived from sources which Kerrisdale believes to be

reliable. However, no representation or warranty, express or implied, is made or given by or on behalf of Kerrisdale or any other person as to the

accuracy, completeness or fairness of the information contained in this document (including without limitations calculations provided by Kerrisdale

based on such information), and no responsibility or liability is accepted for any such information or calculations. The recipient of this document

should consult with its tax, accounting, legal and financial advisors with respect to analysis of the information and calculations contained herein.

Unless otherwise noted, information provided herein is current as of March 31, 2016. There is no obligation to update these materials to reflect

events or circumstances after the date hereof, nor is there any assurance that the policies, strategies or approaches discussed herein will not

change.

Past performance is no guarantee of future results.

The distribution of this document in certain jurisdictions may be restricted by law; therefore, persons into whose possession this document comes

should inform themselves about and observe any such restrictions. Any such distribution could result in a violation of the law of such jurisdictions.

The Funds have not been approved for distribution in or from Switzerland by the Swiss Financial Market Supervisory Authority. As a result, the

Fund’s shares/units may only be offered or distributed to qualified investors within the meaning of Swiss law. The Representative of the Fund in

Switzerland is Bastions Partners Office SA with registered office at Route de Chêne 61A, 1208 Geneva, Switzerland. The Paying Agent in

Switzerland is Banque Heritage SA, with registered office at Route de Chêne 61, 1208 Geneva, Switzerland. The place of performance and

jurisdiction for Shares/Units of the Fund distributed in or from Switzerland are at the registered office of the Representative.
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Kerrisdale’s research distribution includes more than 6,750 readers sourced from 

our blog (www.kerrisdalecap.com) and over 24,750 Twitter followers as of April 

30, 2018 

Company 
Overview

Company’s Real Estate Business

RESEARCH DISTRIBUTION
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RESEARCH DISTRIBUTION
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DISTRIBUTION CHANNELS

KERRISDALE  WEBSITE
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DISTRIBUTION CHANNELS

EMAIL LIST

GSAT email:

4,000 subscribers

53% open rate
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DISTRIBUTION CHANNELS

TWITTER

@kerrisdalecap
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Sea Limited (NYSE: SE)
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▸ Rapidly growing internet company in Southeast Asia focused on gaming 

(Garena), e-commerce (Shopee) and payments (AirPay)

– Gaming: Leading gaming platform in SE Asia and acts as distributor for large publishers like 

Tencent, EA, Nexon

– E-commerce: Top two e-commerce operator in SE Asia (#1-2 depending on country) with 

significant growth and scale

Executive Summary

16

Growth 50% 21% 24% 18%

$331 

$496 
$602 

$748 

$885 

$0

$200

$400

$600

$800

$1,000

2016A 2017A 2018E 2019E 2020E

Gaming: Adj. Revenue

Note: Dollars in millions.

Source: Company filings and GS estimates. GMV per Kerrisdale estimates.

Growth 258% 143% 58% 34%
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Executive Summary (Cont’d)

▸ Market underappreciates the massive opportunity of Shopee (e-Commerce)

– Significant monetization opportunity and scaling back shipping subsidies will result in better 

cash flow profile

▸ Shares are extremely undervalued. Current enterprise value of $5 billion 

implies minimal valuation for high-growing e-commerce business

– Gaming valuation of $4.0-$4.5 billion based on consensus estimates for 2019 and trading 

multiples

– We think Shopee alone could be worth $10 billion

– $10 billion valuation for Shopee would imply shares are worth at least $33/share, 175% 

above today’s levels

▸ Attractive markets in Southeast Asia

– Large and young demographic

– Significant GDP growth

– E-commerce expected to grow more than 4x over next seven years
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Southeast Asia: Large and Growing Market

17

▸ Operates in one of the fastest growing parts of the world with population 

nearly 600 million and GDP of over $3 trillion

Source: SE investor presentation.
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Southeast Asia: Healthy GDP Growth Among Emerging 

Economies

17

Source: CIA World Factbook.
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Southeast Asia: Online Economy is Booming

17

E-Commerce expected to grow from $23 billion in 2018 to $102 

billion in 2025, 24% CAGR

Source: e-Conomy SEA 2018 Report by Google and Temasek.
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Southeast Asia: Significant e-Commerce Opportunity as 

Current Penetration Levels are Low

17

Source: Goldman Sachs.
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Garena: Gaming Overview

▸ Garena acts as gateway for 3rd party developers to distribute leading video 

games in Southeast Asia

– Key partners include Tencent, Riot Games, EA

– Critical relationship with Tencent. Tencent remains largest shareholder

– Exclusive right to distribute Tencent’s games in Garena’s geographies

– Garena retains 65-80% of revenue sold through the platform

▸ Benefits of partnering with Garena

– Access to large user base of nearly 180 million users

– Garena is software portal where users download games through this app

– Localized and tailored for each country

– Network of nearly 70,000 cyber cafes that rely on Garena for games

▸ Successfully self-developed and launched Free Fire

– Over 200 million registered  users and 27 million DAU

– Top grossing game in Indonesia in October 2017

– Strategy to develop more original IP alongside distributing 3rd party content
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Garena: Gaming Overview (Cont’d)

▸ Cash cow at Sea with nearly 40% cash EBITDA margins

– Margin profile could continue to improve with additional self-developed IP going forward

▸ Gaming revenue in Southeast Asia expected to grow rapidly

16

Source: Goldman Sachs.
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Shopee: e-Commerce

▸ Rapidly growing e-Commerce platform with #1-2 position in respective 

countries

– GMV in 2018 of ~$10 billion, 143% higher than $4.1 billion in 2017

– 7.5 million sellers on the platform and will do ~600 million orders in 2018 

16

Source: SE Q3 Earnings Presentation.
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Shopee: e-Commerce

▸ Shopee operating model is primarily marketplace (3P) rather than 1P 

(Amazon, JD models)

▸ C2C marketplace model with growing B2C business through Shopee Mall

– Long tail end of small-to-mid sized sellers

– Global brands increasing presence through Shopee Mall

▸ Breakout by country:

– Indonesia: Shopee’s largest market with 40-45% of total GMV

• Most competitive market and similarly sized to Tokopedia (Shopee and Tokopedia 

vying for #1 position)

• Very low e-commerce penetration

– Taiwan: ~35% of total GMV

• Shopee’s most mature market

– Rest of business split roughly between Vietnam, Thailand, Singapore/Malaysia, 

and the Philippines
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Shopee: e-Commerce

▸ Shopee burns significant cash flow due to 0% commission rate for sellers 

and subsidized shipping costs

▸ Take-rates (commission rate + VAS)

– Shopee strategy: Build dominant two-sided marketplace before charging 

commission rates

– Introduced 5% take-rate in Taiwan for B2C sellers in 2017

– In Indonesia, competitors already charge commissions

• Lazada: 5-15% depending on category

• Tokopedia: 3-5% depending on category

16

Source: SE filings.
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Shopee: e-Commerce

▸ Subsidized shipping costs

– Introduced free shipping to attract both buyers and sellers to platform

– Significantly reduced shipping subsidies and changed how customers qualify for 

free shipping

• Minimum order baskets, free shipping on certain promotional days

– No impact to GMV growth

– Sales and marketing expenses coming down as % of GMV

16
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Valuation

▸ SE doesn’t screen well because of cash burn and low liquidity

▸ Valuation would be significantly higher with better cash flow profile

– Take-rates increasing and shipping subsidies pulled back

▸ Valuation based on SOTP on Gaming + e-Commerce

– No value attributed for AirPay (payments)

– Estimate gaming business is worth $4.0-$4.5 billion based on market trading 

comps and 2019E EBITDA of ~$290 million (13.5-15.5x EV/EBITDA)

– Street estimates for valuation of gaming segment also in this range

▸ Total current enterprise value is $5.0 billion

– Fully diluted for converts and no credit for $1.3 billion of cash on balance sheet 

due to cash burn

– Implies just $500 million – $1 billion valuation for Shopee

16Kerrisdale Capital Presentation  |



Valuation (Cont’d)

▸ Relevant transaction comps for Shopee:

– Tokopedia: Raised capital at $7 billion valuation in November 2018

• Tokopedia is Indonesia only

• GMV for 2018 rumored to be around $4.5-$5.0 billion. Implies EV / GMV of 1.4x – 1.6x

• Shopee has presence in 6 other countries and would command a better multiple

– Flipkart: Wal-Mart acquired Flipkart at $21 billion valuation in May 2018

• 2018E GMV implies EV / GMV of 2.8x

• Flipkart 2018 GMV growth of 50% vs. Shopee 2018 GMV growth of 143%

16

2019E GMV $15,500

Discount 20%

Adj. 2019E GMV $12,400

EV / GMV

0.5x 1.0x 1.5x 2.0x

Shopee Valuation $6,200 $12,400 $18,600 $24,800

Gaming $4,250 $4,250 $4,250 $4,250

Total Valuation $10,450 $16,650 $22,850 $29,050

Shares (incl Convert) 417 417 417 417

Implied Value / Share $25.05 $39.91 $54.78 $69.64

Upside 110% 234% 358% 483%
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Valuation (Cont’d)

▸ Management currently running process for Shopee to potentially raise 

capital

▸ $1.3 billion of cash as of 09/30/2018 likely enough for another 4-6 quarters

▸ Cash infusion from a strategic partner (at presumably very attractive 

valuation given market comps) would immediately crystalize value of 

Shopee and allay cash burn concerns
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“When we look at the longer-term, there are many options for us to strengthen our balance sheet 

and much more importantly, unlock greater value for our shareholders. These could include 

raising money at the Shopee level. We believe that Shopee is being significantly undervalued.” –

Alan Hellawell (Chief Strategy Officer), Q1’18 Earnings Call

“Clearly and invariably, maximizing shareholder value is our most important consideration, so 

we're still evaluating indications of interest from potential strategic partners and members of the 

financial community. I would also add that we're very pleased with the valuations we're seeing 

amongst smaller e-commerce players of recent in the region, and so we're very comfortable both 

with our position cash-wise right now and the options we have going forward..” –Alan Hellawell

(Chief Strategy Officer), Q2’18 Earnings Call
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