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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED DECEMBER 31, 2023

The board (the “Board”) of directors (the “Directors”) of Xiaomi Corporation /NKZEEH]
(the “Company”) is pleased to announce the audited consolidated results of the Company
and its subsidiaries (collectively, the “Group”) for the year ended December 31, 2023. The
consolidated financial statements for the year ended December 31, 2023 have been audited by
PricewaterhouseCoopers, the independent auditor of the Company (the “Auditor”) in accordance
with International Standards on Auditing. The results have also been reviewed by the audit
committee of the Company (the “Audit Committee”).

In this announcement, “we”, “us”, and “our” refer to the Company (as defined above) and where the
context otherwise requires, the Group (as defined above).

KEY HIGHLIGHTS

Unaudited
Three months ended
December 31, December 31, Year-over-
2023 2022 year change

(Renminbi (“RMB”) in millions,
unless specified)

Revenue 73,243.7 66,047.4 10.9%
Gross profit 15,614.0 11,377.5 37.2%
Operating profit 5,056.7 3,355.7 50.7%
Profit before income tax 5,697.5 3,803.7 49.8%
Profit for the period 4,723.5 3,141.7 50.3%
Non-IFRS Measure': Adjusted Net Profit 4,909.7 1,460.9 236.1%

l See the section entitled “Non-IFRS Measure: Adjusted Net Profit” for more information about the non-IFRS measure.
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Year ended December 31,

Year-over-
2023 2022  year change
(RMB in millions, unless specified)

Revenue 270,970.1 280,044.0 -3.2%
Gross Profit 57,476.2 47,577.2 20.8%
Operating Profit 20,008.7 2,816.5 610.4%
Profit before income tax 22,011.0 3,934.0 459.5%
Profit for the year 17,474.2 2,502.6 598.2%
Non-IFRS Measure: Adjusted Net Profit 19,272.8 8,518.0 126.3%

BUSINESS REVIEW AND OUTLOOK

1.

Overall Performance

Throughout 2023, we diligently executed our key operating strategy of “dual emphasis on scale
and profitability”. As we maintained our industry-leading position globally, we emphasized on
enhancing our capabilities, optimizing our operating efficiency and driving improvements in
profitability. In the fourth quarter of 2023, our total revenue amounted to RMB73.2 billion, an
increase of 10.9% year-over-year, and our adjusted net profit increased by 236.1% year-over-
year to RMB4.9 billion, which included RMB2.4 billion in expenses related to our smart EV
business and other new initiatives’. In 2023, our adjusted net profit increased 126.3% year-
over-year to RMB19.3 billion, and our total revenue was RMB271.0 billion, a slight decrease
of 3.2% year-over-year. Our adjusted net profit included RMB6.7 billion in expenses related to
our smart Electric Vehicle (“EV”) business and other new initiatives’.

In October 2023, we upgraded our corporate strategy to “Human x Car x Home” and unveiled
our new operating system, “Xiaomi HyperOS”. According to Canalys, our global smartphone
shipments ranked third in 2023, the third consecutive year that we were ranked among the top
three smartphone brands globally, with a market share of 12.8%. In December 2023, our global
monthly active users (“MAU”)* reached 641.2 million, a historic high and an increase of 10.2%
year-over-year. As of December 31, 2023, the number of connected IoT devices on our AloT
platform (excluding smartphones, tablets and laptops) increased to 739.7 million, up 25.5%
year-over-year. As part of our “Human x Car x Home” strategy, we officially unveiled our first
EV product, the Xiaomi SU7 Series, in December 2023.

In August 2023, we introduced our new goal for 2020-2030, which was to invest in
foundational core technologies and to become a global leader in the evolving realm
of cutting-edge technologies. In 2023, our research and development expenses were
RMB19.1 billion, up 19.2% year-over-year. As of December 31, 2023, we had 17,800 research
and development personnel, accounting for 53% of our employees. In addition, we continued

Excluding share-based compensation expenses (SBC) related to smart EV and other new initiatives of RMBO0.2 billion for
the quarter.

Excluding share-based compensation expenses (SBC) related to smart EV and other new initiatives of RMBO0.8 billion for
the year.

Including smartphones and tablets.



to extend our intellectual property capabilities to foster innovation. As of December 31, 2023,
we had obtained more than 37,000 patents worldwide. In 2023, we unveiled our results in
various areas, including our new operating system Xiaomi HyperOS, our proprietary hinge
used in Xiaomi MIX Fold 3, Xiaomi Shield Glass used in Xiaomi 14 Pro and Xiaomi 14 Ultra,
as well as Xiaomi EV’s five core technologies. In February 2024, we also officially launched
the newly built Xiaomi Smart Factory, with an annual smartphone production capacity of
approximately ten million units.

In 2023, we continued to make significant progress in our smartphone premiumization strategy.
The Xiaomi 14 Series, our flagship smartphone launched in October 2023, garnered widespread
acclaim for its leading-edge technology, exquisite design, exceptional imaging, and excellent
user experience. In terms of shipments, according to third-party data, our market share of
smartphone sales in the RMB4,000-RMB6,000 price segment in mainland China reached
16.9% in 2023, up by 9.2 percentage points year-over-year. In the fourth quarter of 2023,
we ranked No. 1 in terms of smartphone sales in the RMB4,000-RMB6,000 price segment
in mainland China with a market share of 28.2%. According to third-party data, in mainland
China, the proportion of premium smartphone’ shipment represented more than 20% of our
total smartphone shipments in 2023, and further increased to nearly 28% in the fourth quarter
of 2023. In terms of pricing, in 2023, the average selling price (“ASP”) of our smartphones in
mainland China increased by over 19% year-over-year, hitting a record high.

As we steadily advanced our new retail operating strategy of ‘“storefront integration” in
mainland China in 2023, we significantly improved the efficiency of our offline retail stores,
gaining higher market share. According to third-party data, our market share of smartphone
shipments through offline channels in mainland China was 8.4% in 2023, up by 1.8 percentage
points year-over-year. In the fourth quarter of 2023, our market share of smartphone shipments
through offline channels in mainland China further increased to 9.4%, up by 3.2 percentage
points year-over-year.

We continue to expand our global footprint. In 2023, our revenue from overseas markets
reached RMB121.8 billion, accounting for 44.9% of our total revenue. According to Canalys,
in 2023, we witnessed significant smartphone market share growth in the Middle East, Latin
America, and Africa in 2023, up 1.3%, 1.2% and 2.4% respectively in these regions. Our
smartphone shipments ranked No. 2 in the Middle East, and No. 3 in Latin America, Africa and
Southeast Asia. According to Canalys, our smartphone shipments ranked among the top three
across 51 countries and regions globally and ranked among the top five across 65 countries and
regions globally in 2023.

In 2023, our key AloT products achieved remarkable success both in mainland China as well
as globally. Our smart large home appliances gained both positive customer reviews and
sales growth, and revenue from the segment increased by nearly 40% year-over-year in 2023.
According to Canalys, in 2023, the ranking of our tablet shipments rose to No. 3 in mainland
China, and our shipments of wearable bands’ ranked No. 2 both in mainland China and globally.

Premium smartphones in mainland China are models with retail prices at or above RMB3,000.
Wearable bands include basic bands, basic watches, and smart watches.



In December 2023, we held our Xiaomi EV Technology Launch event, unveiling Xiaomi EV’s
five core self-developed technologies — E-Motor, Battery, Die-Casting, Smart Cabin, and
Autonomous Driving. We also officially debuted the Xiaomi SU7 Series. Positioned as a “full-
size high-performance eco-technology sedan,” Xiaomi SU7 Series boasts a captivating aesthetic
design and ultra-high performance. Xiaomi SU7 Max, equipped with dual motors for all-wheel
drive, is turbocharged with a maximum horsepower of 673PS and a peak torque of 838N-m.
With its zero-to-hundred acceleration of 2.78 seconds and a top speed of 265km/h, the Xiaomi
SU7 Max offers a CLTC’ range of up to 800km. Crafted with industry-leading safety design
standards and engineered with passive, active, and battery safety mechanisms, among others,
the Xiaomi SU7 Series safeguards users with the utmost protection. The pricing of Xiaomi SU7
Series will be formally announced on March 28, 2024.

As we executed our operating strategy of “dual emphasis on scale and profitability” in 2023, we
achieved record-high gross profit margin at the Group level, as well as in each of our business
segments. In 2023, our gross profit margin reached 21.2%, an increase of 4.2 percentage points
year-over-year. By segment, in 2023, the gross profit margin of our smartphone business
reached 14.6%, an increase of 5.6 percentage points year-over-year. The gross profit margin
of our IoT and lifestyle products reached 16.3%, an increase of 1.9 percentage points year-
over-year. The gross profit margin of our internet services reached 74.2%, an increase of 2.4
percentage points year-over-year. Our annual adjusted net profit was RMB19.3 billion, an
increase of 126.3% year-over-year. Sufficient cash reserves serve as a crucial foundation for
the sustained development of both our core and new businesses. As of December 31, 2023,
our cash resources® reached RMB136.3 billion, hitting a record high. We have also been
actively repurchasing our shares in the open market, and we repurchased HKD1.5 billion, or
126.6 million shares, in 2023.

Smartphones

According to Canalys, in 2023, global smartphone shipments decreased by 4.3% year-over-year.
In 2023, we maintained our No. 3 global smartphone shipment ranking with a 12.8% market
share. In 2023, our smartphone revenue reached RMB157.5 billion, with our global smartphone
shipments reaching 145.6 million units.

According to Canalys, in the fourth quarter of 2023, global smartphone shipments increased by
7.5% year-over-year, putting an end to seven consecutive quarters of year-over-year decline.
Our smartphone shipments once again ranked No. 3 globally, the 14 consecutive quarters that we
were ranked among the top three globally, with a 12.8% market share. In the fourth quarter of
2023, our smartphone revenue reached RMB44.2 billion, up 20.6% year-over-year, marking the
first quarter of year-over-year growth after seven consecutive quarters of year-over-year decline.
In the fourth quarter of 2023, our global smartphone shipments reached 40.5 million units, up
23.9% year-over-year, significantly outpacing the global market growth.

China Light-duty Vehicle Test Cycle.

Including but not limited to (i) cash and cash equivalents, (ii) restricted cash, (iii) short-term bank deposits, (iv) short-term
investments measured at fair value through profit or loss, (v) short-term investments measured at amortized cost,
(vi) long-term bank deposits and (vii) other investments included in long-term investments measured at fair value through
profit or loss.



We are firmly committed to executing our dual-brand strategy. Under the Xiaomi brand, in
February 2024, we unveiled our flagship smartphone Xiaomi 14 Ultra in mainland China. Xiaomi
14 Ultra redefines mobile imaging with a holistic experience upgrade, capturing depth with
unprecedented lifelike dimensionality, delighting users with visually captivating and aesthetically
gratifying image quality. Xiaomi 14 Ultra optics come equipped with a quad-camera with
Leica Summilux optical lenses and a full range of focal lengths, featuring larger apertures for
enhanced luminance. Its main camera integrates Sony’s l-inch LYT-900 image sensor and a
second-generation stepless variable aperture, accompanied by dual telephoto lenses with large
aperture empowerment. In terms of computational photography, Xiaomi 14 Ultra is powered
by Xiaomi AISP, our first-ever Al large model computational photography platform, with an
astounding computing power of 60 TOPS, providing image processing aptitudes for thorough
integration of software and hardware. Xiaomi 14 Ultra is engineered around the Xiaomi Guardian
Structure, bolstering overall strength and durability, and comes with two self-developed signal
enhancement chips Xiaomi Surge T1 while supporting two-way satellite communications. We
are also advancing our smartphone premiumization strategy in the overseas markets. Just before
the recently concluded MWC Barcelona 2024, we unveiled the Xiaomi 14 and Xiaomi 14 Ultra
Series with built-in Xiaomi HyperOS for global users. This marked the first-ever synchronized
release of our premium flagship smartphones globally.

Since the launch of the Redmi brand, the global cumulative sales volume of our Redmi
smartphones surpassed 1 billion units. In November 2023, we released the Redmi K70 Series’
in mainland China. Fueled by the Snapdragon 8 Gen 3 Mobile Platform, the Redmi K70 Pro
boasts our cutting-edge “ice-sealed cooling system”. With Xiaomi HyperOS as its foundational
architecture, fortified by an Al subsystem, it significantly enhances both overall performance
and user experience. Its Light Hunter 800 sensor enables a quick shoot function for superior
imaging quality. Redmi K70 Pro is also embedded with a domestically manufactured 2K screen
that incorporates an eye protection function, ensuring optimal visual comfort. The sales volume of
Redmi K70 Series exceeded 600,000 units in the first five minutes'.

IoT and Lifestyle Products

In 2023, despite various macro challenges, our IoT and lifestyle products delivered
year-over-year growth in both revenue and gross profit margin. In 2023, revenue from our IoT
and lifestyle products was RMB8O0.1 billion, an increase of 0.4% year-over-year, and gross
profit margin reached 16.3%, hitting a record high, up 1.9 percentage points year-over-year. In
the fourth quarter of 2023, revenue from our IoT and lifestyle products was RMB20.3 billion.

As of December 31, 2023, the number of connected IoT devices (excluding smartphones,
tablets and laptops) on our AloT platform reached 739.7 million, up 25.5% year-over-year;
the number of users with five or more devices connected to our AloT platform (excluding
smartphones, tablets and laptops) reached 14.5 million, an increase of 25.3% year-over-year.
In December 2023, the MAU of our Mi Home App grew to 85.8 million, an increase of 13.2%
year-over-year.

According to All View Cloud (“AVC”), in 2023, our TV shipments ranked among the top
five globally.

Including Redmi K70, Redmi K70 Pro, Redmi K70E and Redmi K70 Pro Champion Edition.
Based on sales data recorded from 10:00 to 10:05 Beijing time on December 1, 2023.
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In 2023, our smart large home appliances sustained high growth momentum in sales. In the full
year of 2023, our smart large home appliance revenue increased by nearly 40% year-over-year.
Our air conditioner shipments exceeded 4.4 million units in 2023, up 49% year-over-year.
Our refrigerator shipments for the year exceeded 2.0 million units, doubling year-over-year.
Furthermore, in 2023, our washing machine shipments exceeded 1.3 million units, up 24%
year-over-year.

In 2023, our tablet products achieved remarkable growth, with global tablet shipments
exceeding 5 million units, an increase of more than 50% year-over-year. In particular, our
annual tablet shipments in the overseas markets doubled year-over-year. According to Canalys,
in 2023, the ranking of our tablet shipments rose to No. 3 in mainland China. In February
2024, we launched the Xiaomi Pad 6S Pro 12.4, the first tablet product with built-in Xiaomi
HyperOS. Powered by the Snapdragon 8 Gen 2 flagship processor, featuring a stunning
12.4-inch 3K high-definition eye-protection display, Xiaomi Pad 6S Pro 12.4 supports multi-
screen color consistency within our ecosystem. It also pioneers Wi-Fi 7 high-speed connection
technology on tablets and comes equipped with our revolutionary 120W HyperCharge, offering
up to a 100% charge with its 10,000mAh battery in 35 minutes.

In 2023, we continued to maintain our leading edge in wearables. According to Canalys, in
2023, our wearable band shipments ranked No. 2 both in mainland China and in global markets,
and our TWS earbud shipments ranked No. 2 in mainland China.

Internet Services

In 2023, our internet services reached record highs in both revenue and gross profit margin. Our
internet services revenue was RMB30.1 billion, an increase of 6.3% year-over-year. The gross
profit margin of our internet services reached 74.2%, an increase of 2.4 percentage points year-
over-year. In the fourth quarter of 2023, our internet services revenue was RMB7.9 billion, an
increase of 9.9% year-over-year, hitting another quarterly record high. The gross profit margin
of our internet services reached 75.7%, an increase of 4.2 percentage points year-over-year.

In 2023, our internet user base continued to expand. Our MAU globally and in mainland China
both hit record highs. In December 2023, our global MAU reached 641.2 million, an increase
of 10.2% year-over-year, while our MAU in mainland China reached 155.6 million, up 8.3%
year-over-year. In December 2023, the global MAU of our smart TV'' reached 66.0 million, an
increase of 13.5% year-over-year.

In 2023, as we continued to optimize efficiency across our platform, our advertising revenue
reached RMB20.5 billion, an increase of 11.2% year-over-year, setting a record high. In the
fourth quarter of 2023, our advertising revenue reached RMBS5.6 billion, an increase of 18.4%
year-over-year, setting another quarterly record.

In 2023, alongside the advancement of our smartphone premiumization strategy, the number
of active users and paying users of our gaming business continued to increase. Accordingly,
we achieved solid growth in our gaming business. In 2023, our gaming revenue reached
RMB4.4 billion, an increase of 7.0% year-over-year, setting a historic high. In the fourth
quarter of 2023, our gaming revenue was RMB1.0 billion.

Including Xiaomi Box and Xiaomi TV Stick.



In 2023, we continued to advance our globalization strategy. As we consistently broadened
business alliances with valued partners, we reinforced our content distribution capabilities and
elevated our monetization capabilities. In 2023, revenue from our overseas internet services
increased 24.1% year-over-year to RMBS8.4 billion, hitting a record high and accounting for
28.0% of our total internet services revenue, up 4.0 percentage points year-over-year. In the
fourth quarter of 2023, revenue from our overseas internet services was RMB2.3 billion, an
increase of 23.8% year-over-year.

Corporate Social Responsibility

We actively fulfill our corporate social responsibility and are deeply committed to driving
low-carbon development, offering customers green, smart, and sustainable products and services.
In August 2023, we pledged to achieve carbon neutrality in our own operations of our existing
businesses along with 100% renewable energy utilization by 2040. In December 2023, we released
our White Paper on Climate Action during the Conference of the Parties to the United Nations
Framework Convention on Climate Change (COP28), detailing our zero-carbon philosophy and
our approach to the zero-carbon transition.

In terms of corporate social responsibility, we continuously contributed to a better society in
three key domains: poverty and disaster relief, talent development, and technology innovation. As
for poverty and disaster relief, Beijing Xiaomi Foundation has cumulatively donated more than
RMB162 million as of December 2023. In December 2023, Beijing Xiaomi Foundation donated
RMBS5 million to the earthquake-stricken areas in Gansu and Qinghai Province for relief efforts.
For talent development, Xiaomi Scholarships program has covered 60 colleges and universities
by the end of 2023, with a cumulative donation of RMBS55 million. And Xiaomi Young Talents
program has covered 30 colleges and universities, sponsoring more than 500 young teachers and
researchers as of December 2023. For technology innovation, Xiaomi Innovation Joint Fund has
cumulatively donated RMB 108 million and supported 74 scientific projects as of December 2023.
In March 2024, Beijing Xiaomi Foundation donated RMB100 million to the National Natural
Science Foundation of China, supporting fundamental research projects for young students.

We have fully integrated environmental, social, and governance (ESG) management into our
business operations and management. In January 2024, we announced the appointment of
Ms. Cai Jinqging as the Company’s first female director. This represented a significant stride in our
ongoing efforts to enhance our corporate management, fostering greater gender diversity within
our board of directors, and further strengthening the sophistication of our corporate governance
practices.

In 2023, our ESG initiatives were met with widespread acclaim globally. We were included in
S&P Global’s Sustainability Yearbook 2023 (China Edition) as an “Industry Mover”, listed as one
of China’s Most Admired Companies 2023 by Fortune Magazine, named one of the “World’s Best
Employers” by Forbes for the third consecutive year, and honored with the Best ESG award in the
Technology Hardware sector in Institutional Investor’s 2023 Asia Pacific (Ex-Japan) Executive
Team Awards, among others. In January 2024, in recognition of our outstanding sustainability
practices and performance, we were awarded the “Gold Medal” in EcoVadis’ sustainability rating,
ranking in the top 3% globally within the industry'” and our score increased to 73 from 53 in 2022.

Manufacture of communication equipment.



MANAGEMENT DISCUSSION AND ANALYSIS
Year Ended December 31, 2023 Compared to Year Ended December 31, 2022

The following table sets forth the comparative figures for the years ended December 31, 2023 and
2022:

Year ended December 31,
2023 2022
(RMB in millions)

Revenue 270,970.1 280,044.0
Cost of sales (213,493.9) (232,466.8)
Gross profit 57,476.2 47,577.2
Research and development expenses (19,097.7) (16,028.1)
Selling and marketing expenses (19,226.5) (21,323.3)
Administrative expenses (5,126.8) (5,113.9)
Fair value changes on financial instruments measured at

fair value through profit or loss 3,501.1 (1,662.0)
Share of net profits/(losses) of investments accounted

for using the equity method 45.6 (400.1)
Other income 740.1 1,135.5
Other gains/(losses), net 1,696.7 (1,368.8)
Operating profit 20,008.7 2,816.5
Finance income, net 2,002.3 1,117.5
Profit before income tax 22,011.0 3,934.0
Income tax expenses (4,536.8) (1,431.4)
Profit for the year 17,474.2 2,502.6

Non-IFRS Measure: Adjusted net profit 19,272.8 8,518.0



Revenue

Revenue decreased by 3.2% to RMB271.0 billion for the year ended December 31, 2023, compared to
RMB280.0 billion for the year ended December 31, 2022. The following table sets forth our revenue
by line of business for the year ended December 31, 2023 and the year ended December 31, 2022:

Year ended December 31,
2023 2022
% of total % of total
Amount revenue Amount revenue
(RMB in millions, unless specified)

Smartphones 157,461.3 58.1% 167,217.2 59.7%
IoT and lifestyle products 80,107.7 29.6 % 79,794.9 28.5%
Internet services 30,107.5 11.1% 28,3214 10.1%
Others 3,293.6 1.2% 4,710.5 1.7%
Total revenue 270,970.1 100.0% 280,044.0 100.0%
Smartphones

Revenue from our smartphones segment decreased by 5.8% from RMB167.2 billion for the year
ended December 31, 2022 to RMB157.5 billion for the year ended December 31, 2023, primarily
due to decreases in both our smartphone shipments and ASP. Our smartphone shipments decreased
by 3.3% from 150.5 million for the year ended December 31, 2022 to 145.6 million for the year
ended December 31, 2023. According to Canalys, in 2023, global smartphone shipments decreased
by 4.3% year-over-year. The ASP of our smartphones decreased by 2.7% from RMBI1,111.3 per
unit for the year ended December 31, 2022 to RMB1,081.7 per unit for the year ended December
31, 2023, primarily due to the enhanced efforts to clear our inventories in the overseas markets in
the first half of 2023, and the strong growth of our shipments in emerging markets which carry
lower ASP in the second half of 2023, partially offset by an increase in ASP in mainland China with
the contribution from our premium smartphone shipments. In 2023, the ASP of our smartphones in
mainland China increased by over 19% year-over-year, hitting a record high.

loT and lifestyle products

Revenue from our IoT and lifestyle products segment increased by 0.4% from RMB79.8 billion
for the year ended December 31, 2022 to RMBS8O0.1 billion for the year ended December 31, 2023,
primarily attributable to the increase in revenue of our smart large home appliances and tablets,
partially offset by the decrease in revenue of smart TVs and laptops.

Revenue from our smart large home appliances increased by nearly 40% year-over-year, primarily
attributable to the increased shipments of our air conditioners, refrigerators and washing machines
in mainland China.

Our tablets maintained strong growth momentum year-over-year, primarily due to the increased
revenue of Xiaomi Pad 6 series tablets and Redmi Pad SE series tablets which we introduced globally
in 2023.



Revenue from smart TVs and laptops decreased by 17.8% from RMB23.7 billion for the year ended
December 31, 2022 to RMB19.5 billion for the year ended December 31, 2023, mainly due to the
decrease in global shipments of smart TVs and laptops.

Internet services

Revenue from our internet services segment increased by 6.3% from RMB28.3 billion for the year
ended December 31, 2022 to RMB30.1 billion for the year ended December 31, 2023, mainly due
to the increase in revenue from our advertising business and gaming business, partially offset by the
decreased revenue from other value-added services. The overseas internet services revenue increased
by 24.1% from RMB6.8 billion for the year ended December 31, 2022 to RMBS8.4 billion for the
year ended December 31, 2023, accounting for 28.0% of our total internet services revenue, driven
by the continued expansion of our overseas internet user base. Our global MAU increased by 10.2%
from 582.1 million in December 2022 to 641.2 million in December 2023.

Others

Other revenue decreased by 30.1% from RMB4.7 billion for the year ended December 31, 2022 to
RMB3.3 billion for the year ended December 31, 2023, primarily due to the decrease in revenue
from the sales of buildings.

Cost of Sales

Our cost of sales decreased by 8.2% from RMB232.5 billion for the year ended December 31, 2022
to RMB213.5 billion for the year ended December 31, 2023. The following table sets forth our cost of
sales by line of business for the year ended December 31, 2023 and the year ended December 31, 2022:

Year ended December 31,
2023 2022
% of total % of total
Amount revenue Amount revenue
(RMB in millions, unless specified)

Smartphones 134,480.7 49.6 % 152,248.4 54.4%
IoT and lifestyle products 67,029.1 24.7% 68,296.4 24.4%
Internet services 7,773.5 2.9% 7,974.4 2.8%
Others 4,210.6 1.6 % 3,947.6 1.4%
Total cost of sales 213,493.9 78.8% 232,466.8 83.0%
Smartphones

Cost of sales related to our smartphones segment decreased by 11.7% from RMB152.2 billion for
the year ended December 31, 2022 to RMB134.5 billion for the year ended December 31, 2023,
mainly due to the decreased revenue of our smartphones, the decrease in cost of key components, as
well as the decrease in inventory impairment provisions in the overseas markets.
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loT and lifestyle products

Cost of sales related to our 10T and lifestyle products segment decreased by 1.9% from RMB68.3
billion for the year ended December 31, 2022 to RMB67.0 billion for the year ended December
31, 2023, primarily due to the decrease in revenue of smart TVs and laptops, partially offset by the
increased revenue of our smart large home appliances and tablets.

Internet services

Cost of sales related to our internet services segment decreased by 2.5% from RMBS&.0 billion
for the year ended December 31, 2022 to RMB7.8 billion for the year ended December 31, 2023,
primarily due to the decrease in costs from our advertising business and other value-added services.

Others

Cost of sales in our others segment increased by 6.7% from RMB3.9 billion for the year ended
December 31, 2022 to RMB4.2 billion for the year ended December 31, 2023, primarily due to
the increase in costs from sales of materials, partially offset by the decrease in revenue from sales
of buildings.

Gross Profit and Margin

As a result of the foregoing, our gross profit increased by 20.8% from RMB47.6 billion for the year
ended December 31, 2022 to RMBS57.5 billion for the year ended December 31, 2023. Our gross
margin increased from 17.0% for the year ended December 31, 2022 to 21.2% for the year ended
December 31, 2023.

The gross profit margin from our smartphones segment increased from 9.0% for the year ended
December 31, 2022 to 14.6% for the year ended December 31, 2023, mainly due to the improved
product mix, the decrease in cost of key components, as well as the decrease in inventory
impairment provisions in the overseas markets.

The gross profit margin from our IoT and lifestyle products segment increased from 14.4% for the
year ended December 31, 2022 to 16.3% for the year ended December 31, 2023, mainly due to
higher revenue contribution and the increased gross profit margin of certain products with higher
gross profit margin, such as tablets, certain lifestyle products and smart large home appliances.

The gross profit margin from our internet services segment increased from 71.8% for the year ended
December 31, 2022 to 74.2% for the year ended December 31, 2023, mainly due to higher revenue
contribution and the increased gross profit margin of our advertising business.

Research and Development Expenses
Our research and development expenses increased by 19.2% from RMB16.0 billion for the year
ended December 31, 2022 to RMB19.1 billion for the year ended December 31, 2023, primarily due

to the increase in research and development expenses related to our smart EV business and other
new initiatives.
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Selling and Marketing Expenses

Our selling and marketing expenses decreased by 9.8% from RMB21.3 billion for the year ended
December 31, 2022 to RMB19.2 billion for the year ended December 31, 2023, primarily due to the
decrease of logistics expenses.

Promotion and advertising expenses decreased by 3.3% from RMB7.2 billion for the year ended
December 31, 2022 to RMB7.0 billion for the year ended December 31, 2023, primarily due to the
decrease in marketing expenses.

Administrative Expenses

Our administrative expenses remained stable at RMBS5.1 billion for the year ended December 31,
2023 compared to the year ended December 31, 2022, primarily due to the increase in
administrative expense related to our smart EV business and other new initiatives and the credit loss
allowance of receivables, partially offset by the decrease in professional service fees.

Fair Value Changes on Financial Instruments Measured at Fair Value Through Profit or Loss

Our fair value changes on financial instruments measured at fair value through profit or loss changed
from a loss of RMB1.7 billion for the year ended December 31, 2022 to a gain of RMB3.5 billion for
the year ended December 31, 2023, primarily due to the fair value gains of listed equity investments
for the year ended December 31, 2023 compared to fair value losses of listed equity investments for
the year ended December 31, 2022.

Share of Net Profits/(Losses) of Investments Accounted for Using the Equity Method

Our share of net profits/(losses) of investments accounted for using the equity method chang