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Operator:

Good morning and good evening, ladies and gentlemen. Thank you for standing by and welcome to
ATRenew Inc. Second Quarter 2022 Earnings Conference Call. At this time, all participants are in a listen-
only mode. We will be hosting a question-and-answer session after managements' prepared remarks.
Please note today's event is being recorded.

I will now turn the call over to the first speaker today, Mr. Jeremy Ji, Director of Corporate Development
and Investor Relations of the company. Please go ahead, sir.

Jeremy Ji, IRD:

Thank you. Hello, everyone, and welcome to ATRenew's second quarter 2022 earnings conference call.
Speaking first today is Kerry Chen, our Founder, Chairman, and CEO, and he'll be followed by Rex Chen,
our CFO. After that, we'll open the call to questions from analysts.

Our second quarter 2022 financial results were released earlier today. The earnings release and investor
slides accompanying this call are available at our IR website at ir.atrenew.com. There will also be a
transcript following this call for your convenience.

For today's agenda, Kerry will share his thoughts of our quarterly performance and business strategy,
followed by Rex, who will address the financial highlights. Both Kerry and Rex will join the Q&A session.

Let me cover the Safe Harbor statements. Some of the information you will hear during our discussion
today will consist of forward-looking statements, and | refer you to our Safe Harbor statements in the
earnings press release. Any forward-looking statements that management makes on this call are based
on assumptions as of today, and that ATRenew does not take any obligations to upgrade our
assumptions on these statements.

Also, this call includes discussions of certain non-GAAP financial measures. Please refer to our earnings
release which contains a reconciliation of non-GAAP measures to GAAP measures. Finally, please note
that unless otherwise stated, all figures mentioned during this conference call are in RMB and all
comparisons are on a year-over-year basis.



I'd now like to turn the call over to Kerry for business and strategy updates.

Kerry Chen, CEO:
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(Translated) Hello, everyone, and thank you for joining us on our second quarter 2022 earnings
conference call.
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During the second quarter, we faced unprecedented challenges to our operations in the most complex
external environment since the pandemic first occurred at the beginning of 2020. First of all, let’s take a
look at our business segments at the city level. The core 1P recycling business locations, including
Shanghai and Beijing, were adversely impacted by the pandemic - especially in Shanghai as the city
undertook covid control measures for two consecutive months. Our physical stores had to suspend the
operation or implement strict covid prevention measures which put consumers off. The control
measures also resulted in interruptions in door-to-door recycling and logistics. Our merchant users also
had operational difficulties brought by the pandemic and the relatively weak consumer confidence in
electronic products.

FigEHMEI 15 HE e H 1 HI 2 M HBIRRIN, #HERZKL, ERINRRET H 2
AR, PREE G RIS BT ARes, A B 03 AR N S ORRR s 0 AR AR ) A0S . B
F¥grE 6 AWIZ TEM™. 618 KMERE3N, AEMES L2 Bifgr 1p FIflol & 7E R Uik e . —
ARG Z ARHEE, AR ERR TIEH A5 .

Our employees at the Shanghai headquarter started to work from home from March 15th to June 1st.
During this period, we proactively fulfilled our social responsibilities by ensuring our employees were
supplied with daily necessities and were able to work flexibly. We also took care of the mental health of
our employees. As people's daily life in Shanghai returned to normal in June and the June 18th grand
promotion kicked off, our 1P business got on a fast track of recovery. By successfully overcoming the
multiple adversities we faced during the second quarter, we have demonstrated the overall resilience of
the circular economy.
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As a result, our total net revenues increased by 14.9% year-on-year to 2.15 billion in the second quarter
of 2022, exceeding the high end of our revenue guidance. The quarter-over-quarter decline in revenue
was mainly attributable to the impact of the pandemic.
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Now, let’s take a more detailed look at our 1P recycling business. In April and May, the covid control
measures in Shanghai and Beijing resulted in a temporary suspension of one-third of our self-operated
AHS stores, dragging the growth of our 1P business to a low point. However, on recycling, our 1P
business rapidly recovered to the same level as last year at the beginning of June. During the first ten
days in June, GMV for pre-owned devices recycled by AHS Recycle in Shanghai increased by 11%
compared to the same period of 2021. On distribution, we continued to lean in to the retailing of our
self-sourced premium products on Paipai Marketplace where the GMV for the 1PtoC segment increased
by 32% year-over-year despite a challenging environment in the second quarter.

FESTTIH, SR, EEREE e ST RAT R TIRZ S BFPE ERXAC
RO TIT R X R IRBEE L, 188 P OBCR SR LAY 7 i, AT 1
FEIR P . E 2R, RAVREF TR EE . A S R ST RS, A da L SE
SEGFWYNR O, & R T AR EAT EEAE AL, RIS SEEL TP S SR AU B /N
Tt 1LF)454%, [FRILIGIC 9 NEEAL, IRELFRTE 39 M Al. IR, MMM M X B ER
33 75, [ 41%, FEREELZZEW TR IHETE, BATMGEE TR SmrNLSITRE, i
BIRZZFNERIARIZ ), KI5 G RS T A B AL T 7

In terms of our platform business, multiple aspects of the business including recycling activities of our
merchant users, shipment to our operation facilities, pick-up and ship-out activities of goods at our
operation centers, safety inspection, and logistics faced challenges brought about by the covid
resurgence. In the second quarter, we managed to achieve an increase in the overall take rate through a
continued effort in keeping our merchant users happy and providing differentiated transaction support.
We adjusted the rules for charging logistics fees from PJT Marketplace users, and optimized our
platform regulations and inventory management for Paipai Marketplace. As a result, the overall take
rate of our marketplaces grew slightly to 4.54% in the second quarter, representing an increase of 9
basis points year-over-year and 39 basis points sequentially.

By the end of the second quarter, the number of registered merchants exceeded 330,000, representing
a year-over-year growth rate of 41%. We believe our merchant users will eventually navigate the short-
term challenges brought by the covid and that they have the long-term potential for scale expansion,
which will, in turn, enable us to grow our monetization capabilities.
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Turning to our expenses, we reacted swiftly to the quarter’s challenges and managed our operating
expenses prudently. However, | would like to clarify that we continue our investments in core
capabilities including 1P multi-category recycling and automated inspection technology.



In the second quarter, we had some losses due to the pandemic. However, our non-GAAP operating
margin has narrowed to negative 2% from negative 2.7% in the same period last year, and our non-
GAAP net margin has narrowed to negative 0.6% from negative 3.2% in the same period last year. We
also improved our capital management. As of the end of the second quarter, our total cash reserve was
2.59 billion, an increase of 170 million compared to the end of 2021, even when we spent 31.5 million
US dollars to buy back our shares in the first half of 2022. Of note, cash inflow from operating activities
was approximately 280 million, representing a second consecutive quarter with positive operating cash
flow. The improvement in monetization capabilities and operating cash flow will safeguard our
sustainable development while solidifying our competitive advantages in an evolving market condition.
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Although the macro challenges continue, as the scale of the pre-owned consumer electronics market
continues to expand against the backdrop of a stable circular economy policy outlook, consumer
demand for recycling services and consumer electronic product purchases will continue to increase. As
you can tell from our previous earnings conference calls, ATRenew keeps a clear and consistent strategic
roadmap - we believe it's quite stable. In the second half of this year, we are committed to investing in
the following pivotal areas.
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First, we will continue implementing our city-level service integration strategy, solidifying our business
foundations and increase the penetration rate.
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This quarter, we further updated our front-end organizational structure, dividing the domestic market
into four: northern, southern, eastern, and central markets. Furthermore, we connected some of the
pilot cities with the surrounding lower-tier cities, strategically forming 43 city clusters. We also launched
our regional manager system, promoting outstanding employees from both C2B and B2B business lines,
thus realizing a leap forward in talent management capacity. We bond the title and reward of regional
managers with the business performance, GMV, revenue and growth rate of each cluster. We also
improved our talent selection process as well as our training and remuneration (corrected) system.
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Looking back at the consolidated GMV for C2B and B2B offerings in the second quarter of 2022, 33 out
of the 43 city cluster grew faster on a year-over-year basis compared with the national average. And 23
city clusters successfully outpaced the national average expansion speed of the recycling penetration
rate compared with the first quarter of 2022. These results strengthen our confidence in advancing and
executing our city-level service integration strategy.
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Second, we will upgrade the AHS Recycle brand and accelerate our pace of category expansion in terms
of recycling.
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"AHS Recycle" is a high-quality brand that is scarce in the recycling industry. The brand is quite capable
of expanding its service scope. Many users often ask whether they can recycle luxury goods or home
appliances, etc. at our AHS store.

In the second and the third quarter, we selected over 30 stores in Shanghai and Beijing as pilot stores -
most of which are located in the sub-centers of the cities. We upgrade the store branding and train the
store staff. Then these stores offer even premium recycling services and open up for high-value products
such as luxury goods, photographic equipment, and gold. Taking luxury goods as an example, consumers
can now make appointments online for an in-store consultation where our staff will take pictures of
product conditions for merchants bidding at the back end. If the consumer is satisfied with the final bid
price, which will be our recycling price, the product will be sent to a quality inspection center through
intra-city instant delivery for authenticity and quality evaluation. Once the product is verified authentic,
the consumer will get the agreed amount of cashback instantly. If it's a counterfeit, we will return it to
the consumer.

When shopping malls in Shanghai re-opened in June, the number of luxury goods pilot stores jumped to
over 20, and the recycling orders increased rapidly. From June to August, the total monthly recycling
value of luxury goods in Shanghai continued to grow at 50% sequentially. In addition, six of our pilot
stores in Beijing and Tianjin collaborated with industry-leading partners to launch a photographic
equipment recycling business, increasing the monthly transaction value by RMB300,000 per store.
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Now, we are even confident in category expansion after testing the water. On one hand, we see the
underserved need for categories other than electronics during a period of flattening economic growth
and when consumers become prudent buyers. On the other hand, AHS Recycle, the brand name, is a
valuable asset while not limiting the product category to mobile phones and our nationwide AHS stores
are premium consumer touchpoints. Through recycling more categories, we broaden our business
horizon and improve both user retention and repurchases, further elevating the brand value of AHS



Recycle. We understand that there are many retail channels while good brands are scarce. Relying on
our solid capabilities, we are confident in building "AHS Recycle" into the most popular brand.
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Third, as compliant refurbishment capacity ramps up, we expect further widening of the profit margin of
the value chain.
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In April, the People's Procuratorate of Shenzhen published the Criminal Compliance Guidelines for
Intellectual Property Rights in the Electronics Refurbishment Industry. Under the compliant
refurbishment guidelines, we provide more high-quality products to consumers through our value-
added refurbishment services, further improving our margins. During the first half of 2022, we have
performed value-added refurbishment services on around 70,000 devices. As we expand our capabilities
and 1P sources of supply that are suitable for refurbishment, we expect to have a more exciting ramp-up
in capacity starting in the second half of this year.

We expect 75,000 orders, which will generate a GMV of RMB130 million in the third quarter, each
increasing by over 80% compared with the second quarter. We expect a 15% gross margin - the same as
we anticipated during the previous earnings call. Overall, the operating margin of the refurbishment
business is expected to be around 4-5%.
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Fourth, we will continuously deploy automation to prepare our operational capacity for post-pandemic
recycling volume and consumption recovery.
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Due to the covid resurgence, the automation upgrade of our Dongguan operation center got delayed. By
the end of June, our Dongguan operation center completed the construction of its conveyor system,
which was later connected to the storage system in late July, realizing a 50% efficiency improvement. As
an update, we now expect to land the Matrix 2.0 system by the end of the third quarter, thus
completing our second automated operation center in China.

SRR, TR R, AL S5 IE R T R RCR Ry, e AR S AR
Lot MERRAOE. EREN. PIA I BALGEA, EmEALGINKINEEE E, Sl
ORETTTUTE . AR BRI AR 1A

JEER AP, BATR S PRSIz R, JeHE BE RON B 5 &l S5 g . JATH 1P B
B SRR AN, RS MG TATIR M Z T, RO T RIFIIE . AERKI
AHEAREE, FEKRE 1P HEN SRR AT E L. AERSER iPhoneld RFIK 2 FTHT



KA, AT AT RT3 LA EGET . B s G Rkis s, e MiFiE®, Wl SENE
T o

Overall, we learned to stay nimble and positive from the transitory challenges. We keep being
operationally vigilant and keep advancing our core capabilities. We aim at more robust and risk-resistant
unit economics in the long run along with the developing circular economy. We are committed to
getting ourselves well prepared.

Looking at the second half of the year, we will strive to accelerate the recovery of our business, in
particular the growth rates of self-operated recycling and direct retail. Our 1P business maintained
profitability and healthy growth in face of the unfavored pandemic and downward consumption trend.
Amid uncertainties in the future quarters, we will focus on the solid development of our 1P self-
operated business. The iPhone 14 lineup will be launched at an earlier date in September. We will
prepare ourselves well for a recovering business from frontline recycling and trade-in to quality
inspection and processing, as well as back-office operation.
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Last but not least. This summer has been a scorcher across the globe, especially in North America,
Europe, and Asia. Shanghai has repeatedly declared red alert on extreme heat of over 40 degrees
Celcius, and many parts of China have also seen record-high temperatures. Global warming and drought
are increasingly severe and pressing.
In June this year, ATRenew published its 2021 Environmental, Social, and Governance report. In this
annual ESG report, ATRenew adopted a life cycle analysis of pre-owned mobile phones and leveraged
the Circular Footprint Formula for the first time to disclose its contribution of 464,000 metric tons of
greenhouse gas emission reductions through the reuse of pre-owned mobile phones in 2021. This is
equivalent to the annual carbon sink of 2.3 million mu of city forests. On average, recycling and reusing
a smartphone contributes 30.4 kilograms of GHG (greenhouse gas) emission reduction.
Our environmental performance is even more exciting compared with the economic value we created.
Even if the business fluctuates and our stocks are undervalued in the short term, we will remain
steadfast. Because we know that we are doing the right thing and doing something that contributes to
the environment. Our value accumulates over time.
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With that, | will hand the call over to Rex, our CFO, to go over the financials.

Rex Chen, CFO:

Thanks, Kerry, and hello everyone. We are pleased to report that our second quarter revenue exceeded
our previous guidance despite the macroeconomic headwinds and the dynamic operating environment
caused by the COVID recurrences.



I'll start by sharing some of our financial highlights before we go into a more detailed look at the
numbers. Please note that all amounts are in RMB and all comparisons are on a year-over-year basis
unless otherwise stated.

In the second quarter of 2022, our core teams in Shanghai headquarter and Beijing navigated a
challenging operating environment mainly caused by covid resurgence but they managed to surpass our
topline guidance provided last quarter. Total net revenues increased by 14.9% year-on-year to over
RMB2.1 billion — we would like to extend a heartfelt “thank you” to our dedicated employees who
stayed strong and quickly adapted to such dynamics.

In terms of total GMV, it grew by 10.3% to RMB8.6 billion, driven by the growth in both product sales
GMV and online marketplace GMV which were 15.8% and 8.5%, respectively. Starting in June, as
shopping malls in Shanghai re-opened and logistics capacity normalized, we saw a recovering GMV and a
soothing rebound during the June 18th Shopping Festival primarily supported by our loyal customers.

In this quarter, the commission rate of our third-party marketplaces was 4.54% at the group level,
remained stable compared with the same period last year while it reasonably increased by 39 basis
points sequentially. This increase in the overall marketplace take rate was primarily due to an optimized
operational strategy of charging logistics fees from merchant users based on the established trust and
user stickiness.

Gross margin at the group level was 22.9% in the second quarter. Gross margin for our 1P business was
10.8%.

In the second quarter, in response to regional operation interruption, in particular in Shanghai, the
national hub for our profitable 1P business, we implemented strict cost control measures. These helped
us narrow our losses under both GAAP and non-GAAP measures compared with the same period last
year. | will elaborate on this later.

Now let’s take a detailed look at the financials.

In the second quarter, total revenues increased by 14.9% to RMB2,145.7 million. Net product revenues
increased by 15.6% to RMB1,854.1 million, while net service revenues increased by 10.3% to RMB291.6
million. Growth in net product revenues was primarily driven by an increase in the sourcing volume and
the corresponding sales of pre-owned consumer electronics through Paipai Marketplace and the
Company’s overseas channels. Growth in service revenues was primarily driven by the increases in
transaction volume and monetization capability of PJT Marketplace. Besides the adverse impacts from
COVID control measures in Shanghai and Shenzhen, | also want to bring to your attention that we have
procured parts and components in the second quarter of 2022 as we started rolling out our compliant
refurbishment business. The innovative business led to higher days sales of inventory and we expect this
business to optimize our profit profile in the future.

Next, turning to our operating expenses. To provide greater clarity on the trends in our actual operating-
based expenses, we will also discuss our non-GAAP operating expenses, which better reflect how the
management views our results of operations. The reconciliations of GAAP and non-GAAP results are
available in our earnings release and the corresponding Form 6-K furnished with the SEC.



Operating costs and expenses decreased by 2.2% to RMB2,327.4 million. Non-GAAP operating expenses,
which exclude share-based compensation expenses and amortization of intangible assets resulting from
business acquisitions, increased by 14.5% to RMB2,201.5 million.

Merchandise costs increased by 18.5% to RMB1,653.8 million. This was in line with the growth of the 1P
product sales revenues.

Fulfillment expenses decreased by 0.1% to RMB275.2 million. Excluding share-based compensation
expenses, which we will refer to as “SBC” from here on, non-GAAP fulfillment expenses increased by
14.9% to RMB267.7 million. Under non-GAAP measures, the increases were primarily due to (i) the
increases in operation center and self-operated store related expenses, which were in line with the
increase in sales of pre-owned consumer electronics and the addition of 103 self-operated AHS stores
compared with the second quarter 2021; and (ii) an increase in personnel cost in connection with the
Company’s growing business. The non-GAAP fulfillment expenses as a percentage of total revenue
remained flat at 12.5% compared with the same period last year.

Selling and marketing expenses decreased by 7.2% to RMB293.4 million. Excluding SBC expenses and
amortization of intangible assets, non-GAAP selling and marketing expenses decreased by 7.3% to
RMB198.1 million. Under the non-GAAP measures, the decreases were primarily due to the decrease in
sales promotion and coupon expenses as a cost control approach during the resurgence of the COVID-19
variants. Among the cost reductions, we saved RMB33 million on Paipai’s promotion expenses which
were mainly due to our shift in the strategy focus from the consignment model to 1PtoC direct retailing.
The non-GAAP selling and marketing expenses as a percentage of total revenues decreased to 9.2% from
11.4% in the second quarter of 2021.

General and administrative expenses decreased by 85.4% to RMB45.2 million. Excluding SBC expenses,
non-GAAP G&A expenses increased by 2.1% to RMB28.8 million primarily due to an increase in office
related expenses which was in line with the Company’s growing business. The non-GAAP general and
administrative expenses as a percentage of total revenues remained flat at 1.3% compared with 1.5% in
the same period last year.

Technology and content expenses decreased by 27.1% to RMB59.7 million. Excluding SBC expenses and
amortization of intangible assets, non-GAAP technology and content expenses increased by 0.6% to
RMB53.0 million. Under non-GAAP measures, the increase was primarily due to the increases in
operation center and automated inspection system upgrade related expenses in connection with the
Company’s growing business. The non-GAAP technology and content expenses as a percentage of total
revenues remained flat at 2.5% compared with 2.8% in the same period last year.

As a result, our non-GAAP operating loss was RMB42.3 million in the second quarter of 2022. Non-GAAP
operating margin was negative 2.0%, compared with negative 2.7% in the same period last year.

And once again, we had a cash inflow from operating activities during this quarter, which totaled 280
million. As of June 30, 2022, cash and cash equivalents, short-term investments and funds receivable
from third-party payment service providers totaled RMB2.6 billion. The sufficient cash on hand paves
the way for sustainable growth in the future.

As a recap, we announced a 100-million US dollar share repurchase program on December 28, 2021, out
of the management’s strong confidence in the Company’s solid fundamentals and growth momentum.



During the second quarter of 2022, we have repurchased nearly 2.9 million ADSs in the open market for
a total cash consideration of 9.0 million US dollars.

Now turning to outlook. For the third quarter of 2022, the company currently expects its total revenues
to be between RMB2,500 million and RMB2,550 million. The highly transmissible Omicron variant might
impose adverse impacts on the operation of our stores and facilities, as well as the transaction activities
of merchants in 2022. Thus, this forecast only reflects the company's current and preliminary views on
the market and operational conditions, which are subject to change.

This concludes our prepared remarks for today. Operator, we are now ready to take questions.
Questions and Answers

Operator: We will now begin the question-and-answer session. (Operator Instructions). Bonnie Liu from
China Renaissance.

Bonnie Liu: (Speaking Mandarin) 44 $A/L s fr H 62 2 T FEARYT, 5 RIX IR iPhonel4 1 & AR
XA T =BRSSBT A ?

Given the lower-than-expected new phone production this year, could you please talk about the
potential impact of early iPhone 14 release on your 3Q earnings?

Kerry Chen: (Speaking Mandarin) #4217 . S4E3E R iPhoneld I RFIE K, TIiHR_REIH 75,
FHXTLAEH] iPhonel3 R4, AT KL 1 F, EA EFESRAINTHN. W&k FkE, v REK
FERT— R T IATH c2B Mk SR Ud, RLATEHI A AN 3000 JTHRA .
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(Translated) This year, Apple's iPhone 14 series is expected to be launched on September 7, which is one
week earlier than iPhone 13 lineup debut last year - it's basically within our expectation. From
experience, such an earlier launch could bring an increase in 1P revenue of RMB30 million in the third
quarter.

This year, we are well prepared ahead of a peak period of trade-in business. On one hand, the one-stop
trade-in order process has been upgraded and incorporated into the main interfaces of JD's mobile app.
At the new product launch, users can place orders through a streamlined process as the stability of the
recycling and trade-in ordering system is more stable and user-friendly. On the other hand, through
themed campaigns, intertwine "A+ membership", which is JD.com's self-operated Apple product store
membership, with recycling services, we lock in the recycling and trade-in orders of ID users. This
reduces the loss of trade-in orders as buyers tend to separate recycling orders with new device orders
when a blockbuster iPhone runs out of stock. Our stores are also prepared for peak-season fulfillment.
There are over 1,600 physical AHS stores across 241 cities in China and nearly 600 self-operated stores.



The frontline teams are rather experienced at handling peak seasons after many grand promotions and
shopping festivals. In general, we handle the storage system well and fulfill the orders in a timely
manner.

On retail business, we anticipate the new product launch could have a short-term impact on the price
and demand of second-hand devices in Paipai marketplace. We will plan ahead for our campaigns and
closely monitor our inventory. In fact, in the second quarter, we have re-evaluated and liquidated the
small amount of backlog of Paipai. We keep a controllable inventory turnover of our 1PtoC business.
Thank you.

Operator: Ronald Keung with Goldman Sachs.

Ronald Keung: (Speaking Mandarin) A8 [a] P> i) . 55—~ JATTE B A RJXADZEEE GMV HXTRT)L
MNEERIGHEE TIRE, BERNEEEEAEREMOAGES . SRR, T 9%
559, XFTEAZTF 3CATWAXS A R H BRI ? 5 AN, BRI AR EBHFEA N E A8
HTE B E R S BN, B2 1P, 3P SRR L ?

| have two questions. One is we've seen that GMV growth has slowed. So | want to know how are we
seeing the overall industry, the impact from Covid, and the weak mobile phone demand due to product
cycle? And how should we think about the second-hand 3C (consumer electronics) market and the
impact to our company?

Second is about the gross margin declines. Want to know whether it's due to some of the promotions,
subsidies, or is it a mix in the 1P- 3P business structure?

Kerry Chen: (Speaking Mandarin) —ZEEE 2 J, A FKEILREE T 40% LA 1) GMV RN [F] b3
K, EEZFEMHSGER TR, BRI R, ATV 9% S AT IR
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(Translated) Thank you for the questions. Before the second quarter, the year-on-year growth
momentum of our GMV and total revenue stayed strong at a level of over 40% for a long period of time.
During the second quarter, we faced temporary pressures from the pandemic and mobile phone
consumption slowdown.

As we mentioned during last quarter’s earnings call, the covid control measures disrupted our business
operation of 200 self-operated AHS stores in big cities including Shanghai, Beijing, Tianjin, Xi'an and
Shenzhen as well as the logistics services and order fulfillment. Taking Shanghai as an example, the store
performance in April and May was largely impacted by Covid. Beginning in early June, the operation
started to, back to normal in Shanghai.

And we believe that the impact of the pandemic is transitory. In the long-term, when compared with
other consumer industries that face greater challenges from macro-environmental changes, we believe
the second-hand electronics transaction and service industry is a huge, yet underserved market.
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Since the beginning of this year, the domestic market for new electronic devices has faced pressure. This
has been especially true in those cities that experienced declining sales as a result of COVID’s resurgence
and control measures. However, in the long run, we remain optimistic about the outlook for recycling
and purchasing pre-owned consumer electronics. Here are a couple of reasons:

First, Apple is the main brand in our service coverage, accounting for over 40% of our GMV. Apple
maintains a top-tier market position - its market share in China's high-end smartphone market continues
to increase. As has been widely publicized, the iPhone 14 lineup is due to be launched in September, so
we have a positive attitude towards our recycling and trade-in business.

Second, as Android brands face greater growth pressure this year, we continue to strengthen our
collaboration with JD.com and other major Android brands, launching effective marketing campaigns
based on our trade-in solutions, thereby providing consumers with more convenient, safe, and value-
for-money trade-in services and improving new device sales for brand partners.

XA BE AN E T, I EPERACRE, EPRFE2FE eMy 23] 180 2t AR T, [FIEL
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In the face of macro uncertainties, our total GMV increased by 28% year-on-year to 18 billion RMB in the
first half of 2022 from 14 billion RMB in the same period of 2021. The total number of transactions was
16.2 million, increased by 14.4% year-on-year. This indicates that the circular economy business is
relatively stable compared with the downward new phone shipments in the second quarter.

In the first half of 2022, GMV for product sales totaled RMB4.4 billion, representing an increase of 32.4%
year-on-year, which was faster than the overall GMV growth. Through some optimizations, such as
improved efficiency of self-operated stores, and more direct retailing of premium self-sourced products
through Paipai, our 1P business will be able to achieve a stronger growth momentum.

Rex Chen: | will take the second question. So, overall, the gross margin at the group level for the second
quarter was 22.9%, a decline of 2.37 percentage points on a year-over-year basis. This was primarily due
to a decrease in 1P business's gross margin which was caused by: 1) an increased number of
promotional campaigns on e-commerce platforms, and 2) adverse impacts from the COVID recurrence.

In detail, the gross margin for our 1P business this quarter was 10.8%. The decline in gross margin was
due to the following reasons.

Firstly, due to the pandemic recurrence in the second quarter, we did not have sufficient self-sourced
supplies to meet consumer demand. As a result, we increased the proportion of goods sourced from
industry partners in preparation for the e-commerce shopping festivals in June. Sourcing from third



parties lowered our gross margin. However, this was only a temporary tactic and we increased the
proportion of our self-sourced supplies as our offline stores returned to normal operations in June. In
addition, the gross margin for the second quarter has been low due to seasonality. The seasonality is the
result of a series of marketing and sales campaigns, including our "618 cashback festival", where we
would distribute corresponding coupons. We expect that the impact of the pandemic will gradually fade
away and that we will see a growth in device refurbishments and our 1P to C business. The gross margin
for our 1P business in the second half of 2022 is forecasted to be between 13.5% to 14%.

The overall take rate for 3P business in the second quarter increased to 4.54% from 4.15% in the first
qguarter. We anticipate a steady increase of the platform take rate by adding more value-added services
on top of the current service portfolio such as value-added compliant repair services and supply chain
financing. Thank you.

Ronald Keung: Thank you.

Operator: (Operator Instructions). Joyce Ju with Bank of America.

Joyce Ju: (Speaking foreign language) A 1E 2 [FIUL APP _E28 T & & BTN IS« MG SR
FEREE S EWORS, NINE G S) T — i, nf g E R 2 0 = — i R 2 W2k Bfiud
HIEFEREREE R G ? SR 5 %% [l e i 2R B AT 4, AR AT B 17 2 i 2R [l
G508 A I REARWON  FITEAE AR 2 S B

| will translate the question. We have seen AiHuiShou APP actually launched a luxury product recycle
services recently. | just want to understand like what’s the progress of expansion into other categories
or like non-electronic categories. What's the business rationale behind and how we should look at the
kind of category expansion impact on our company's revenue and profits? Thank you.

Kerry Chen: (Speaking foreign language)
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(Translated) In the second quarter, leveraging the tiered AHS store system, we selected a number of
pilot stores in Beijing and Shanghai's sub-center areas. In addition to our existing consumer electronics
recycling, we tapped into pre-owned luxury bags, watches, photography and video equipment, and gold
recycling services.
Customers can get a price quote through AHS mobile app, official website, and WeChat mini-program.
The recycling process for these pre-owned categories is similar to that of consumer electronics.
Consumers get preliminary pricing shortly afterward answering a couple of questions regarding the
model and condition of their product. They can then make a reservation or walk into one of our offline
stores so our staff can check product conditions and confirm the recycling price. Then the products will
be sent to the local inspection center within an hour through instant delivery. After our quality
inspection experts confirm the authenticity of the product, the recycling process is complete, and
customers receive their payment if the product is authentic. The whole process is simple and user-



friendly as we provide face-to-face interaction at our physical stores. Based on that, we can further
extend our multi-category recycling offerings to users of JD.com.
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Whereas, traditionally, there are many pain points for luxury goods recycling. The consignment
merchants tend to cut prices as the market lacks transparency. Consumers have trust issues when
recycling by mail. The door-to-door recycling model has higher labor costs. ATRenew innovatively offers
the "to-store recycling + to-station inspection" model. It allows consumers to get a price estimate
online, go to a nearby physical store for a condition check, and get authenticity verification at a local
inspection station. We provide a more user-friendly customer experience. Over 85% of the consumers
who accepted our recycling price were willing to try this model.
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We believe that there are two factors that contribute to the core competency and the competitive moat
of our multi-category recycling business. The first is the brand of AHS Recycle, which has been cultivating
customers over the past eleven years so that it is now a widely recognized brand among Chinese
consumers. AHS Recycle “% [FUi” becomes consumers' go-to destination. When analyzing our June trial
operation data, we notice that 57% of the users who recycled their camera equipment and 41% of those
who placed luxury product recycling orders online have historical consumer electronics recycling orders,
proving the strong consumer mindshare and our ability to cross-sell. The second factor is our nationwide
network of over 1,600 offline AHS stores - this network is a valuable infrastructure for us to reach, serve
and build trust with consumers.

From a financial point of view, luxury goods recycling is an emerging business, and its market size may
be slightly smaller than that of mobile phone recycling, but the value chain is even opaque, yet more
profitable than mobile phones while the existing solutions are relatively poor. Multi-category recycling
mainly brings about an increase in repurchases and an increase in average revenue per user. We have an
idea that we could convert mobile phone recycling orders from luxury product users and vice versa. This
idea has been verified through our pilot program at more than 30 AHS stores. 41% of those who
recycled luxury products have previously sold their consumer electronics to us - these consumers have
stronger perceptions towards AHS Recycle and are more willing to trust us for high-value bags and



watches recycling. In terms of repurchases, 11% of first-time luxury recycling service users sold their idle
consumer electronic devices to us within 30 days.
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As the repurchase rate increases, the efficiency of advertising is also expected to improve. Traditionally,
we rarely advertise AHS Recycle as a consumer electronics recycling brand as electronic product is a low-
frequency category and a relatively local to-store business. Today, based on the wider store coverage
and more transactions brought by luxury goods and other categories, we can re-evaluate the ROl of
advertising. We can try to amplify our brand awareness as long as our profit covers marketing expenses.
In general, we believe the key to developing our multi-category recycling business is to leverage the
trust we have built with consumers and AHS Recycle's service capabilities as well as the nationwide store
network. There are many choices when consumers shop online and offline, but quite few trust-worthy
multi-category recycling service providers. We are excited about the innovative course our business is
taking, and we look forward to enhancing our brand's reputation as the most trusted and recognized
one in the industry. Thank you.

Operator: As there are no further questions at this time, I'd like to hand the conference back to our
management team for closing remarks.

Jeremy Ji: Thank you all again for joining us. A replay of today's call will be available on our website
shortly, followed by a transcript when ready. If you have any additional questions, please feel free to
email us at ir@atrenew.com. Have a good day.

Operator: This conference is now concluded. Thank you for attending today's presentation. You may
now disconnect.



