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Important Information
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Safe Harbor Statement

This presentation contains statements that may constitute “forward-looking” statements pursuant to the “safe harbor” provisions of the U.S. Private Securities Litigation Reform Act of 1995.

These forward-looking statements can be identified by terminology such as “will”, “expects”, “anticipates”, “aims”, “future”, “intends”, “plans”, “believes”, “estimates”, “likely to” and similar

statements. Among other things, China Online Education’s business outlook and quotations from management in this announcement, as well as China Online Education’s strategic and

operational plans, contain forward-looking statements. China Online Education may also make written or oral forward-looking statements in its periodic reports to the Securities and Exchange

Commission (“SEC”), in its annual report to shareholders, in press releases and other written materials and in oral statements made by its officers, directors or employees to third parties.

Statements that are not historical facts, including statements about China Online Education’s beliefs and expectations, are forward-looking statements. Forward-looking statements involve

inherent risks and uncertainties. A number of factors could cause actual results to differ materially from those contained in any forward-looking statement, including but not limited to the

following: China Online Education’s goals and strategies; China Online Education’s expectations regarding demand for and market acceptance of its brand and platform; China Online

Education’s ability to retain and increase its student enrollment; China Online Education’s ability to offer new courses; China Online Education’s ability to engage, train and retain new teachers;

China Online Education’s future business development, results of operations and financial condition; China Online Education’s ability to maintain and improve infrastructure necessary to

operate its education platform; competition in the online education industry in China; the expected growth of, and trends in, the markets for China Online Education’s course offerings in China;

relevant government policies and regulations relating to China Online Education’s corporate structure, business and industry; general economic and business condition in China, the Philippines

and elsewhere and assumptions underlying or related to any of the foregoing. Further information regarding these and other risks is included in China Online Education’s filings with the SEC. All

information provided in this presentation is as of the date of this presentation, and China Online Education does not undertake any obligation to update any forward-looking statement, except as

required under applicable law.

Use of Non-GAAP Financial Measures

In evaluating its business, China Online Education considers and uses the following measures defined as non-GAAP financial measures by the SEC as supplemental metrics to review and

assess its operating performance: non-GAAP sales and marketing expenses, non-GAAP product development expenses, non-GAAP general and administrative expenses, non-GAAP operating

expenses, non-GAAP loss from operations, non-GAAP net loss, non-GAAP net loss attributable to ordinary shareholders, and non-GAAP net loss attributable to ordinary shareholders per share

and per ADS. To present each of these non-GAAP measures, the Company excludes share-based compensation expenses. The presentation of these non-GAAP financial measures is not

intended to be considered in isolation or as a substitute for the financial information prepared and presented in accordance with GAAP. For more information on these non-GAAP financial

measures, please see the table captioned “Reconciliations of non-GAAP measures to the most comparable GAAP measures" set forth at the end of the quarterly results press releases.

China Online Education believes that these non-GAAP financial measures provide meaningful supplemental information regarding its performance by excluding share-based expenses that may

not be indicative of its operating performance from a cash perspective. China Online Education believes that both management and investors benefit from these non-GAAP financial measures

in assessing its performance and when planning and forecasting future periods. These non-GAAP financial measures also facilitate management’s internal comparisons to China Online

Education’s historical performance. China Online Education computes its non-GAAP financial measures using the same consistent method from quarter to quarter and from period to period.

China Online Education believes these non-GAAP financial measures are useful to investors in allowing for greater transparency with respect to supplemental information used by management

in its financial and operational decision-making. A limitation of using non-GAAP measures is that these non-GAAP measures exclude share-based compensation expenses that have been and

will continue to be for the foreseeable future a significant recurring expense in the China Online Education’s business. Management compensates for these limitations by providing specific

information regarding the GAAP amounts excluded from each non-GAAP measure. The accompanying table at the end of the quarterly results press releases provides more details on the

reconciliations between GAAP financial measures that are most directly comparable to non-GAAP financial measures.



I. Business Overview
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Achievement in the K-12 1x1 Mass-Market in China  
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High Growth 
Potential 

Huge Monetization 
Potential

72.7%
K-12 Mass-Market 1x1

Gross Billings 

as % of Total

71.2%
K-12 One-year

Retention Rate (4)

69.9%
K-12

Referral Rate (5)

Notes:
1. Gross billings contributed by K-12 mass-market 1x1 students in 4Q 2018 of RMB365.7M vs. RMB224.3M in 4Q 2017 
2. 72.7% gross billings contributed by K-12 mass-market 1x1 students in 4Q 2018
3. Non-tier-1 cities accounted for 69.7% of K-12 mass-market 1x1 gross billings in 4Q 2018
4. Weighted average retention rate as of 2018, cohort new paying students booking lessons on the platform one year after their initial purchase (%), weighted by number of new paying students per quarter 
5. The number of new paying K-12 students who were referred to our platform as a percentage of the total number of new paying K-12 students during 4Q 2018

We Target the Student Group with High Growth and Huge Monetization Potential 

63.0%
K-12 Mass-Market 1x1 

Gross Billings Growth

69.7%
Non-tier-1 City Share

of K-12 Mass-Market

1x1 Gross Billings(3)

(1)

(2)



Format Price per Lesson Gross Margin (1) Revenue Growth (1)

K-12

Mass Market

Filipino

1x1
~RMB40 per 25 mins [ ]

Foreign + Chinese

Small Class
~RMB90 per 45 mins

Adult
Filipino

1x1
~RMB40 per 25 mins [ ]

K-12

Premium Market

American 

Academy

North American

1x1
~RMB130 per 25 mins [ ]

Strategic Focus: K-12, Mass-Market, and Scalability

4
Notes:
1. Indicative only 

Core
Focus

Complementary



Net Gross Billings by Product Line

5

K-12 
Mass-

Market 1x1
72.7%

K-12 AA 1x1
4.4%

K-12 Small Class
12.0%

Adults 
10.9%

4Q18

K-12 
Mass-

Market 1x1
78.2%

K-12 AA 1x1
5.0%

K-12 Small Class
3.9%

Adults 
12.9%

3Q18



Robust Topline Growth of K-12 Mass-Market 1x1 Offering
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Gross Billings 

434.9

781.0

1,200.4

224.3

365.7

2016 2017 2018 4Q 2017 4Q 2018

(RMB million)

138.7  
152.3  

165.8  

194.9  196.2  

4Q 2017 1Q 2018 2Q 2018 3Q 2018 4Q 2018

+41.5% Y/Y
(RMB million)

Net Revenues 

72.1  

208.7  

2016 2018

Active Students(1)

(in thousand)

Notes:
1. Active students refers to the number of students for 1x1 K-12 class with Filipino teachers who booked at least one paid lesson during the period and excluding those students who only attended paid live broadcasting lessons or trial lessons



Huge Untapped Market Opportunities in non-tier-one
Cities in China
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Established Brand for 
Quality Education

Affordable and 
Attractive Product Offering

High Referral Rate from
Existing Students

Note:
1. Source: Frost & Sullivan. After-school education refers to all educational courses taken outside of school

How We Win in non-tier-one Cities   K-12 After-School Education Market Size (1)

17%
16% 

83% 

84%

2017 2022E

Tier 1 cities Non-tier 1 cities

(RMB billion)

740

200



51%

70%

4Q17 4Q18

Uniquely Positioned to Penetrate Non-tier-one City Markets
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Note:
1. Net new paying student from 4Q17 to 4Q18 of . tier-1 cities vs. non-tier-1 cities 
2. % of non-tier-1 1x1 K-12 students from referrals in 4Q17 and 4Q18

4Q2017 4Q2018

60.3% 69.7%

Non-tier-one Cities as % of K-12 Mass-Market 1x1 Gross Billings 

More Students are Referred from Non-tier-one Cities
Net New Paying Students Year-over-year Growth Rate 

for K-12 1x1 Mass Market (1)

14%

82%

Tier 1 cities Non-tier 1 cities

% of non-tier-1 1x1 K-12 students from referrals (2)



Unparalleled Expertise in Online English
Education for Mass-Market

Significant Operational Expertise Tailored Curriculum for K-12 Students

Classic English Junior
(经典英语青少版）

• Seven Years operational track record

• Offices and training centers in Eight Cities in the 

Philippines

• Onsite K-12 teacher training activities for 10,000+ 

teachers in 5 centers in 2018

• High teacher referral rate of ~60%

• Partnerships with leading local universities for sourcing 

quality teachers

• Competitive Pay for teachers

• Systematic learning approach 

• Content developed by a team of 

~160 course content 

development professionals 

currently 

• Customized interactive lesson 

format

Proprietary Online Education Platform

• High quality video and audio 

streaming features

• Interactive white board function 

with instant teaching translations

Significant Entry Barriers

9



Teacher Operations in the Philippines 
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Cebu

Pasia City

Bacolod

Baguio

Davao

Quezon City

Imus City

Teacher Operations

• 18,000+ Filipino Teachers and ~3,000 North 

American Teachers in 2018 Q4

• 450+ Full Time Operation Staff in the Philippines 

supporting both Filipino and North American teachers

• Eight Training Centers in the Philippines at the end of 2018

• Opened training centers in Imus City, Quezon 

City, and Angeles City in 2H 2018

Angeles City



Quality Teacher Recruitment and Development
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4.7 7.7
15.0

21.0

2015 2016 2017 2018

(Unit in thousands)
Number of Teachers

4 star
teacher training

New teacher training

1 star teacher training

2 star teacher training

3 star teacher training

5 star
teacher training

Advanced 
training 

program

Standardized 
training 

modules

6 star
teacher training

 Collect student feedback on teachers after each lesson

 Teachers’ rating and reviews publicly available to students

 Better rated teachers earn higher incomes

Sourcing Screening Pre-Service 
Orientation

New 
Teacher
Training

Demonstration

 Large pool of teachers from the Philippines and Western 

countries 

 Rapid teacher base growth due to strong value proposition

 High referral rate from existing teachers driving cost efficiency 

of teacher engagement

 Low teacher acceptance rate in the Philippines ≤4.5% reflects 

exacting quality standards in 2018

Abundance in Foreign Educators

Rigorous Recruitment System

Teacher Recruiting and Onboarding Process

Systematic and Stringent Teacher Recruitment Process Rigorous Training and Development Program



Proprietary Curriculum Development Capabilities
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Tailored Curriculum

 ~160 dedicated course content development professionals

 Curriculum designed according to CEFR Standards(1)

 Fully customized curriculum for interactive lesson format

 Virtuous course content development cycle based on feedback

 Built 50+ responsive HTML5 templates for diversified 

interaction formats

 Post-class study materials to help study review and 

monitor exercise progress daily 

Small Class Program course products10-level K-12 courses based on proficiency

 Developed under Content and Language Integrated 

Learning teaching method

 Animation and gamification features

Note:
1. CEFR refers to Common European Framework of Reference for  Languages

Holistic Learning Solutions

Interactive and 
engaging lessons

Chinese teachers provide 
timely responses to 

student inquiries

“辅”Mentoring

Unit test and monthly study 
report enhance learning 

outcomes

“测”Assessment

“学”Live Lessons “练” Practice

Pre- and post-class 
study materials 1x1 Lessons Small Class Program

Initiation and 
development

Feedback loop

On-going minor 
updates

New versions

 Level system designed for different age groups

 Level advancement exams assist students to keep 

track of learning progress

Level Progression System  



Integrating AI+ in Air Class

Big Data Analytics 
Improving Operational 
Efficiency 

Proprietary Technology Platform 
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 Adaptive adjustment for 

audio and video quality

 Scalable video coding 

technology

 Dedicated VPN lines &

optimized network topology

across countries

Facial recognition based

 Virtual make-up

 Background superimposition

AI based

 Speech and gesture 

recognition

 Voice speed detection

 Background noise reduction

 Pronunciation correction

 Prompt interactive 

features backed by strong 

technology

 Animated in-class 

rewarding mechanism 

Proprietary Audio & Video 
Technologies Specifically for 
Online Teaching  

Ongoing Investment in Technology to
Optimize Class Quality and Student Experience

Technology-Enabled 
Interactive Curriculum 

 Match students with 

suitable teachers for 

optimized learning outcome

 Analyze student behavior 

and provide personalized 

learning experience



Investment Highlights
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Significant Growth Potential Driven by 
Non-tier-one City Market Penetration 

Significant Entry Barriers Based on 
Core Competencies

Clear Path to Profitability Supported by 
an Attractive Business Model



II. 4Q18 and 2018 Financial Highlights
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Gross Billings 4Q18
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393.4  

355.3  

420.0  424.5  

503.2  

4Q 2017 1Q 2018 2Q 2018 3Q 2018 4Q 2018

(RMB million)

Total Gross Billings K-12 Mass-Market 1x1 Gross Billings 

(RMB million)

224.3  224.7  

278.0  

331.9  

365.7  

4Q 2017 1Q 2018 2Q 2018 3Q 2018 4Q 2018

+63.0% Y/Y

+27.9% Y/Y

K-12 Mass 
Market 1x1

78.2%

K-12 AA 1x1
5.0%

K-12 Small Class
3.9%

Adults 
12.9%

3Q18

K-12 Mass-
Market 1x1

72.7%
K-12 AA 1x1

4.4%

K-12 Small Class
12.0%

Adults 
10.9%

4Q18



Gross Billings by Year

17

(RMB million)

Total Gross Billings K-12 Mass-Market 1x1 Gross Billings 

(RMB million)

+19.4% Y/Y

K-12 Mass-
Market 1x1

54.7%

K-12 AA 1x1
17.5%

K-12 Small Class
2.4%

Adults 
25.4%

2017

K-12 Mass-
Market 1x1

70.5%

K-12 AA 1x1
6.3%

K-12 Small Class
9.3%

Adults 
13.9%

2018

116.9  

353.3  

868.7  

1,426.9  

1,703.1  

2014 2015 2016 2017 2018

28.1  
106.9  

434.9  

781.0  

1,200.4  

2014 2015 2016 2017 2018

+53.7% Y/Y



Net Revenues 4Q18 
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Net Revenues Overall

(RMB million)

10.6

24.6
31.6  

4Q 2017 3Q 2018 4Q 2018

YoY Growth: 
+197.1%

(RMB million)

Small Class Net Revenues

1x1 Net Revenues

(RMB million)

260.6 

303.2 

298.1 

4Q 2017 3Q 2018 4Q 2018

YoY Growth: 
+14.4%

250.0 

278.6 

266.5 

4Q 2017 3Q 2018 4Q 2018

YoY Growth: +6.6%



Net Revenues by Year
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Net Revenues Overall

(RMB million)

12.3

100.7

2017 2018

YoY Growth: 
+197.1%

(RMB million)

Small Class Net Revenues

1x1 Net Revenues

(RMB million)

418.3 

848.0 

1,145.5 

2016 2017 2018

YoY Growth: 
+35.1%

418.3 

835.7 

1,044.8 

2016 2017 2018

YoY Growth: +6.6%



Gross Margins 4Q18
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Gross Margins

Small Class Gross Margins

1x1 Gross Margins

62.4% 63.8% 62.5%

4Q17 3Q18 4Q18

67.6% 66.6% 66.6%

4Q17 3Q18 4Q18

-59.2%

32.0% 27.9%

4Q17 3Q18 4Q18



Gross Margins by Year
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Gross Margins

Small Class Gross Margins

1x1 Gross Margins

64.8% 63.0% 64.1%

2016 2017 2018

64.8% 64.8% 67.2%

2016 2017 2018

-64.9%

32.5%

2017 2018



Operating Expenses & Operating Income (Loss) 4Q18
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GAAP: Operating Expenses

(RMB million)

Non-GAAP: Operating Expenses  

(RMB million)

190.2 184.2 212.1

60.4 45.6
42.6

64.9
52.3

60.5

4Q17 3Q18 4Q18

189.0 182.7 210.6

58.1 43.4
40.7

61.0
48.9

56.4

4Q17 3Q18 4Q18

General and

administrative

Product

development

Sales and

marketing

(145.5)

(81.5)

(121.4)

4Q17 3Q18 4Q18

GAAP: Operating Income (Loss) Non-GAAP: Operating Income (Loss)

(RMB million) (RMB million)

(152.9)

(88.6)

(129.0)

4Q17 3Q18 4Q18



Operating Expenses & Operating Income (Loss) by Year
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GAAP: Operating Expenses

(RMB million)

Non-GAAP: Operating Expenses  

(RMB million)

464.9
657.1 731.2

152.7

223.2 185.0
165.7

224.4 223.1

2016 2017 2018

459.8
652.5 725.6

136.5

214.2 177.6
138.7

203.0 208.2

2016 2017 2018

General and

administrative

Product

development

Sales and

marketing

(463.9)
(535.7)

(376.8)

2016 2017 2018

GAAP: Operating Income (Loss) Non-GAAP: Operating Income (Loss)

(RMB million) (RMB million)

(512.1)
(570.8)

(404.7)

2016 2017 2018



Net Income (Loss) & Net Income (Loss) per ADS(1) 4Q18
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GAAP: Net Income (Loss)

(RMB million)

Non-GAAP: Net Income (Loss)

(RMB million)

(152.2)

(83.3)

(132.4)

4Q17 3Q18 4Q18

GAAP: Net Income (Loss) per ADS Non-GAAP: Net Income (Loss) per ADS

(RMB) (RMB)

Note: ADS stands for American depositary share 

(159.7)

(90.4)

(140.0)

4Q17 3Q18 4Q18

(7.95)

(4.50)

(6.90)

4Q17 3Q18 4Q18

(7.50)

(4.05)

(6.45)

4Q17 3Q18 4Q18



Net Income (Loss) & Net Income (Loss) per ADS(1) by Year
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GAAP: Net Income (Loss)

(RMB million)

Non-GAAP: Net Income (Loss)

(RMB million)

(466.5)

(545.7)

(388.8)

2016 2017 2018

GAAP: Net Income (Loss) per ADS Non-GAAP: Net Income (Loss) per ADS

(RMB) (RMB)

(514.8)

(580.8)

(416.7)

2016 2017 2018

(41.87)

(27.15)
(19.20)

2016 2017 2018

(45.50)

(28.95)
(20.55)

2016 2017 2018



Cash Balance, Cash Flow, and Deferred Revenues
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Cash and cash equivalents, Time Deposit and Short-term 
Investments

(RMB million) (RMB million)

Deferred Revenues

(RMB million)

Net Cash from Operating Activities

(104.0)

29.0 
55.0 67.3 

2015 2016 2017 4Q 2018623.4 

549.0 

601.5 

657.2 
712.1 

4Q17 1Q18 2Q18 3Q18 4Q18

1,201.8 1,274.8
1,390.6

1,489.1
1,676.1

4Q17 1Q18 2Q18 3Q18 4Q18



(RMB million)

2019 Q1 Guidance
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1Q 2018 4Q 2018 1Q 2019 Outlook Y/Y Growth

Gross Billings 355.3 503.2 425-435 19.6%-22.4%

1 x 1 318.4 442.6 411-421 29.1%-32.2%

1 x N 36.9 60.6 14 -62.1%

Net Revenues 262.6 298.1 300-305 14.3%-16.2%


