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Exhibit 99.1

 
KE Holdings Inc.
Announces Second Quarter 2022 Unaudited Financial Results

 
BEIJING, China,
August 23, 2022 - KE Holdings Inc. (“Beike” or the “Company”) (NYSE: BEKE and HKEX: 2423),
a leading integrated online and
offline platform for housing transactions and services, today announced its unaudited financial results
for the second quarter ended June 30, 2022.
 
Business and Financial Highlights
for the Second Quarter of 2022
 

· Gross
 transaction value (GTV)1
 was RMB639.5 billion (US$95.5 billion), a decrease of 47.6% year-over-year.
 GTV of existing home
transactions was RMB393.5 billion (US$58.7 billion), a decrease
of 39.6% year-over-year. GTV of new home transactions was RMB222.7
billion (US$33.3
billion), a decrease of 55.3% year-over-year. GTV of home renovation and furnishing
was RMB1.3 billion (US$0.2 billion),
compared to RMB47 million in the same period of 2021.
GTV of emerging and other services was RMB22.0 billion (US$3.3 billion), a decrease
of 68.8% year-over-year.

 
· Net
revenues were RMB13.8 billion (US$2.1 billion), a decrease of 43.0% year-over-year.

 
· Net
loss was RMB1,866 million (US$279 million). Adjusted net loss2
was RMB619 million (US$92 million).

 
· Number
of stores was 42,831 as of June 30, 2022, a 19.0% decrease from one year ago. Number
of active stores3 was
41,118 as of June 30,

2022, a 16.2% decrease from one year ago.
 
 

1 GTV for a given period is calculated
as the total value of all transactions which the Company facilitated on the Company’s platform and evidenced by
signed contracts
as of the end of the period, including the value of the existing home transactions, new home transactions, home renovation and furnishing
and emerging and other services, and including transactions that are contracted but pending closing at the end of the relevant period.
For the avoidance of
doubt, for transactions that failed to close afterwards, the corresponding GTV represented by these transactions
will be deducted accordingly.
 
2 Adjusted net income (loss) is a
non-GAAP financial measure, which is defined as net income (loss), excluding (i) share-based compensation expenses,
(ii) amortization
of intangible assets resulting from acquisitions and business cooperation agreement, (iii) changes in fair value from long term investments,
loan receivables measured at fair value and contingent consideration, (iv) impairment of goodwill, intangible assets and other long-lived
 assets, (v)
impairment of investments, and (vi) tax effects of the above non-GAAP adjustments. Please refer to the section titled “Unaudited
reconciliation of GAAP
and non-GAAP results” for details.
 
3 Based on our accumulated operational
experience, we have introduced the number of active agents and active stores on our platform which can better
reflect the operational
activeness of stores and agents on our platform.
 
“Active stores” as of a given date
is defined as stores on our platform excluding the stores which (i) have not facilitated any housing transaction during the
preceding
60 days, (ii) do not have any agent who has engaged in any critical steps in housing transactions (including but not limited to introducing
new
properties, attracting new customers and conducting property showings) during the preceding seven days, or (iii) have not been visited
by any agent during
the preceding 14 days. Number of active stores was 49,046 as of June 30, 2021.
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· Number
of agents was 414,915 as of June 30, 2022, a 24.4% decrease from one year ago. Number
of active agents4 was
380,284 as of June 30,

2022, a 23.9% decrease from one year ago.
 

· Mobile
monthly active users (MAU)5
averaged 43.0 million for the three months ended June 30, 2022, compared
to 52.1 million in the same
period of 2021.

 
Mr. Stanley
Yongdong Peng, Chairman of the Board and Chief Executive Officer of Beike, commented, “In the second quarter of 2022, promising
changes
began to take place in China’s real estate market. The existing home market, in particular, benefited from the easing on
home purchase restrictions and
effective pandemic prevention and control measures. We focused on strengthening our unique products and
services to empower our service providers and
serve customers in broader and deeper ways, pivoting our growth trajectory for the long-term.”
 
“As we weathered
 industry headwinds, our total GTV decreased by 47.6% year-over-year to RMB639.5 billion in the second quarter of 2022. We
responded to
the macro environment with comprehensive improvements to our operating efficiency and simultaneously stabilized the scale of agents and
stores on our platform. For existing home sales, we continued to iterate our ACN’s business leads allocation mechanism to strengthen
our infrastructure and
prioritize operating efficiency and profitability for Lianjia. For new home sales, we actively carried
out corporate-to-corporate cooperation with selected
developers and promoted commission-in-advance and other focused sales strategies
to accelerate sell-through, becoming both promoter and benefactor of
the rising brokerage concentration for new home transactions in
this round of market adjustments. Our home renovation and furnishing services once again
bucked market trends and achieved robust growth,
owing to its full-service business model and the advantages on customer trust and traffic which we’ve
built through our core businesses.”
 
 

 
4 “Active agents” as of
a given date is defined as agents on our platform excluding the agents who (i) delivered notice to leave but have not yet completed
the
exit procedures, (ii) have not engaged in any critical steps in housing transactions (including but not limited to introducing new properties,
attracting
new customers and conducting property showings) during the preceding 30 days, or (iii) have not participated in facilitating
any housing transaction during
the preceding three months. Number of active agents was 499,690 as of June 30, 2021.
 
5 “Mobile monthly active users”
or “mobile MAU” are to the sum of (i) the number of accounts that have accessed our platform through our Beike or
Lianjia mobile app (with duplication eliminated) at least once during a month, and (ii) the number of Weixin users that have accessed
our platform through
our Weixin mini programs at least once during a month. Average mobile MAU for any period is calculated by dividing
 (i) the sum of the Company’s
mobile MAUs for each month of such period, by (ii) the number of months in such period.
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“Leveraging
 our inclusive infrastructure along with our network of community-based service providers and stores, and with an unwavering and
strengthened
commitment to help service providers, we are well positioned to capture the upside of market recovery and serve the society as the one-stop
platform for ‘living services’ that makes home a better place,” concluded Mr. Peng.
 
Mr. Tao Xu,
Executive Director and Chief Financial Officer of Beike, added, “During the second quarter, we achieved net revenues of RMB13.8
billion,
beating both the high-end of our guidance and the street consensus. Despite the rocky market recovery, we were able to take
a series of cost-management
measures and allocate resources more efficiency-oriented in order to enhance profitability. As a result,
we’ve gained a larger operating leverage for our
housing transaction services business against the challenging market environment,
and we believe our profitability for the housing transaction services will
gradually recover in the second half of this year. We will
also continue to make necessary investment in home renovation and furnishing services and Beike
rental services. We’d like to highlight
 that with home prices stabilizing and the need for better living of the Chinese people continuing to increase, the
demand for home upgrade
will serve as a prominent driver, turbocharging a continued expansion of the market and resulting higher derived demand for a
range of
services including home renovation and furnishing, and rental services. We firmly believe our unique competencies and solid business
layout in
those sectors will support us to take the fast ride and achieve rapid growth in the long run.”
 
Second Quarter
2022 Financial Results
 
Net Revenues
 
Net revenues
decreased by 43.0% to RMB13.8 billion (US$2.1 billion) in the second quarter of 2022, compared to RMB24.2 billion in the same period
of
2021. The decrease was primarily attributable to the decline in total GTV. Total GTV was RMB639.5 billion (US$95.5 billion) in the
second quarter of
2022, representing a 47.6% decrease compared to RMB1,220.8 billion in the same period of 2021 due to the disruption
on the recovery of the market for
existing home transactions caused by the emergence of COVID-19 in certain regions and the corresponding
restrictive measures in the second quarter of
2022, and the market for new home transactions remained weak since the second half of 2021
as many real estate developers were facing liquidity and
delivery challenges.
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· Net
revenues from existing home transaction services decreased by 42.5% to RMB5.5 billion
(US$0.8 billion) in the second quarter of 2022,

compared to RMB9.6 billion in the same period
of 2021, primarily due to a 39.6% decrease in GTV of existing home transactions to RMB393.5
billion (US$58.7 billion) in the second quarter of 2022 from RMB652.0 billion in the same
period of 2021.

 
Among
that, (i) commission revenue decreased by 45.9% to RMB4.6 billion (US$0.7 billion) in the second quarter of 2022 from RMB8.5
billion
in the same period of 2021, primarily due to a decrease in GTV of existing home transactions served by Lianjia stores
of 47.2% to RMB163.5
billion (US$24.4 billion) in the second quarter of 2022 from RMB309.5 billion in the same period of 2021; and

 
(ii)  the
revenues derived from platform service, franchise service and other value-added services, which are mostly charged to connected
stores
 and agents on the Company’s platform, decreased by 16.5% to RMB0.9 billion (US$0.1 billion) in the second quarter of 2022, from
RMB1.1 billion in the same period of 2021, mainly due to a 32.9% decrease of GTV of existing home transactions served by connected agents
on
the Company’s platform to RMB229.9 billion (US$34.3 billion) in the second quarter of 2022 from RMB342.5 billion in the same
period of 2021.
The lower decline rate of revenues derived from platform service, franchise service and other value-added services compared
to that of the GTV
of existing home transactions served by connected agents was partially attributable to the increased penetration level
of value-added services.

 
· Net
revenues from new home transaction services decreased by 52.0% to RMB6.7 billion (US$1.0
billion) in the second quarter of 2022 from

RMB13.9 billion in the same period of 2021, primarily
due to the decrease of GTV of new home transactions of 55.3% to RMB222.7 billion
(US$33.3
 billion) in the second quarter of 2022 from RMB498.3 billion in the same period of 2021.
 Among that, the GTV of new home
transaction services completed on Beike platform through
 connected agents, dedicated sales team with the expertise on new home transaction
services
and other sales channels was RMB183.8 billion (US$27.4 billion), compared to RMB414.5 billion
in the same period of 2021, while the
GTV of new home transactions served by Lianjia
 brand was RMB38.9 billion (US$5.8 billion) in the second quarter of 2022, compared to
RMB83.8
billion in the same period of 2021.
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· Net
revenues from home renovation and furnishing were RMB1.0 billion (US$0.2 billion) in
the second quarter of 2022, compared to RMB43

million in the same period of 2021, primarily
 because the Company completed the acquisition of Shengdu Home Renovation Co.,  Ltd.
(“Shengdu”),
a full-service home renovation service provider in China, and began to consolidate its financial
results during the second quarter of
2022.

 
· Net
revenues from emerging and other services decreased by 9.6% to RMB557 million (US$83
million) in the second quarter of 2022 from

RMB616 million in the same period of 2021, primarily
attributable to the decrease of net revenues from financial services which was partially
offset by the increase of net revenues from rental property management services.

 
Cost of Revenues
 
Total cost of
revenues decreased by 41.3% to RMB11.1 billion (US$1.7 billion) in the second quarter of 2022 from RMB18.8 billion in the same period
of
2021.
 

· Commission
- split. The Company’s cost of revenues for commissions to connected agents and
other sales channels was RMB4.7 billion (US$0.7
billion) in the second quarter of 2022, compared
to RMB9.4 billion in the same period of 2021, primarily due to the decrease in the GTV of
new
home transactions completed through connected agents and other sales channels in the
second quarter of 2022 compared with the same period of
2021.

 
· Commission
and compensation - internal. The Company’s cost of revenues for internal commission
 and compensation was RMB4.3 billion

(US$0.6 billion) in the second quarter of 2022, compared
to RMB7.6 billion in the same period of 2021, primarily due to the decrease in the GTV
of
exiting home and new home transactions completed through Lianjia agents.

 
· Cost
of home renovation and furnishing. The Company’s cost of revenues for home renovation
and furnishing was RMB724 million (US$108

million) in the second quarter of 2022, compared
to RMB43 million in the same period of 2021, primarily because the Company completed the
acquisition of Shengdu and began to consolidate its financial results during the second quarter
of 2022.
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· Cost
related to stores. The Company’s cost related to stores decreased by 6.0% to RMB876
million (US$131 million) in the second quarter of

2022 compared to RMB931 million in the
same period of 2021, mainly due to the decrease in the number of Lianjia stores in
the second quarter of
2022 compared to the same period of 2021.

 
· Other
costs. The Company’s other costs decreased by 35.7% to RMB543 million (US$81 million)
in the second quarter of 2022 from RMB844

million in the same period of 2021, mainly due
 to a decrease of business taxes and surcharges along with the decrease of net revenues, the
decreased funding costs and provisions related to financial services and the decreased offline
 activities costs due to COVID-19 outbreaks in
certain regions in the second quarter of 2022.

 
Gross Profit
 
Gross profit
was RMB2.7 billion (US$0.4 billion) in the second quarter of 2022, compared to RMB5.3 billion in the same period of 2021. Gross margin
was 19.7% in the second quarter of 2022, compared to 22.1% in the same period of 2021. The decrease in gross margin was mainly due to
a relatively
higher percentage of cost related to stores of net revenues as a result of the decrease of net revenues in the second quarter
of 2022 compared to the same
period of 2021.
 
Income (Loss)
from Operations
 
Total operating
expenses remained flat at RMB4.2 billion (US$0.6 billion) in the second quarter of 2022 compared to the same period of 2021.
 

· General
and administrative expenses were RMB2,250 million (US$336 million) in the second quarter
of 2022, compared to RMB2,202 million
in the same period of 2021, mainly due to the increase
 of share-based compensation expenses and additional severance costs incurred in the
second
quarter of 2022, which was partially offset by the decrease of recurring personnel costs
and overheads along with the decreased headcount,
as well as conferences and travel expenses
as a result of the COVID-19 outbreaks in certain regions in the second quarter of 2022 compared
to the
same period of 2021.
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· Sales
and marketing expenses were RMB1,122 million (US$167 million) in the second quarter of
2022, compared to RMB1,241 million in the

same period of 2021, mainly due to the decrease
of the brand advertising and promotional marketing expenses for housing transaction services,
which was partially offset by sales and marketing expenses of Shengdu.

 
· Research
and development expenses were RMB779 million (US$116 million) in the second quarter of
2022, unchanged from RMB775 million

in the same period of 2021, mainly due to additional
 severance costs incurred in the second quarter of 2022, which was mainly offset by the
decrease
of recurring personnel costs and share-based compensation as a result of decreased headcount
in research and development personnel in
the second quarter of 2022 compared to the same
period of 2021.

 
Loss from operations
was RMB1,518 million (US$227 million) in the second quarter of 2022, compared to income from operations of RMB1,116 million
in the
same period of 2021. Operating margin was negative 11.0% in the second quarter of 2022, compared to 4.6% in the same period of
2021, primarily
due to a) a relatively lower gross profit margin, b) an increase of the percentage of total recurring operating expenses
of net revenues in the second quarter
of 2022, primarily due to decreased net revenues and c) additional severance costs of RMB438 million
incurred in the second quarter of 2022 compared to
the same period of 2021.
 
Adjusted loss
from operations6 was RMB690 million (US$103 million) in
the second quarter of 2022, compared to adjusted income from operations of
RMB1,669 million in the same period of 2021. Adjusted operating
margin7 was negative 5.0% in the second quarter of 2022,
compared to 6.9% in the
same period of 2021. Adjusted EBITDA8 was
negative RMB104 million (US$16 million) in the second quarter of 2022, compared to RMB2,555 million
in the same period of 2021.
 
Net Income
(Loss)
 
Net loss
was RMB1,866 million (US$279 million) in the second quarter of 2022, compared to net income of RMB1,116 million in the same period of
2021.
 
 

6 Adjusted income (loss) from operations
is a non-GAAP financial measure, which is defined as income (loss) from operations, excluding (i) share-based
compensation expenses,
 (ii) amortization of intangible assets resulting from acquisitions and business cooperation agreement, and (iii) impairment of
goodwill,
 intangible assets and other long-lived assets. Please refer to the section titled “Unaudited reconciliation of GAAP and non-GAAP
results” for
details.
 
7 Adjusted operating margin is adjusted
income (loss) from operations as a percentage of net revenues.
 
8 Adjusted EBITDA is a non-GAAP financial
measure, which is defined as net income (loss), excluding (i) income tax expense (benefit), (ii) share-based
compensation expenses, (iii)
amortization of intangible assets, (iv) depreciation of property and equipment, (v) interest income, net, (vi) changes in fair
value
from long term investments, loan receivables measured at fair value and contingent consideration, (vii) impairment of goodwill, intangible
assets and
other long-lived assets, and (viii) impairment of investments. Please refer to the section titled “Unaudited reconciliation
of GAAP and non-GAAP results”
for details.
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Adjusted net
loss was RMB619 million (US$92 million) in the second quarter of 2022, compared to adjusted net income of RMB1,638 million in the
same period of 2021.
 
Net Income
(Loss) attributable to KE Holdings Inc.’s ordinary shareholders
 
Net loss attributable
to KE Holdings Inc.’s ordinary shareholders was RMB1,868 million (US$279 million) in the second quarter of 2022, compared to
net income attributable to KE Holdings Inc.’s ordinary shareholders of RMB1,112 million in the same period of 2021.
 
Adjusted net
 loss attributable to KE Holdings Inc.’s ordinary shareholders9
was RMB622 million (US$93 million) in the second quarter of 2022,
compared to adjusted net income attributable to KE Holdings
Inc.’s ordinary shareholders of RMB1,635 million in the same period of 2021.
 
Net Income
(Loss) per ADS
 
Diluted net
 loss per ADS attributable to KE Holdings Inc.’s ordinary shareholders10
 was RMB1.57 (US$0.23) in the second quarter of 2022,
compared to diluted net income per ADS attributable to KE Holdings
Inc.’s ordinary shareholders of RMB0.93 in the same period of 2021.
 
Adjusted diluted
net loss per ADS attributable to KE Holdings Inc.’s ordinary shareholders11
was RMB0.52 (US$0.08) in the second quarter of
2022, compared to adjusted diluted net income per ADS attributable to KE
Holdings Inc.’s ordinary shareholders of RMB1.37 in the same period of 2021.
 
 

9 Adjusted net income (loss) attributable
to KE Holdings Inc.’s ordinary shareholders is a non-GAAP financial measure and defined as net income (loss)
attributable to KE
Holdings Inc.’s ordinary shareholders, excluding (i) share-based compensation expenses, (ii) amortization of intangible assets
resulting
from acquisitions and business cooperation agreement, (iii) changes in fair value from long term investments, loan receivables
measured at fair value and
contingent consideration, (iv) impairment of goodwill, intangible assets and other long-lived assets, (v)
impairment of investments, (vi) tax effects of the
above non-GAAP adjustments, and (vii) effects of non-GAAP adjustments on net income
 (loss) attributable to non-controlling interests shareholders.
Please refer to the section titled “Unaudited reconciliation of
GAAP and non-GAAP results” for details.
 
10 ADS refers to American Depositary
Share. Each ADS represents three Class A ordinary shares of the Company. Diluted net income (loss) per ADS
attributable to KE Holdings
Inc.’s ordinary shareholders is net income (loss) attributable to ordinary shareholders divided by weighted average number of
diluted
ADS.
 
11 Adjusted net income (loss) per
ADS attributable to KE Holdings Inc.’s ordinary shareholders is a non-GAAP financial measure, which is defined as
adjusted net
income (loss) attributable to KE Holdings Inc.’s ordinary shareholders divided by weighted average number of ADS outstanding during
the
periods used in calculating adjusted net income (loss) per ADS, basic and diluted. Please refer to the section titled “Unaudited
reconciliation of GAAP and
non-GAAP results” for details.
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Cash, Cash
Equivalents, Restricted Cash and Short-Term Investments
 
As of June 30,
2022, the combined balance of the Company’s cash, cash equivalents, restricted cash and short-term investments amounted to RMB50.0
billion (US$7.5 billion).
 
Business
Outlook
 
For the third quarter
of 2022, the Company expects total net revenues to be between RMB16.5 billion (US$2.5 billion) and RMB17.0 billion (US$2.5
billion),
representing a decrease of approximately 6.1% to 8.8% from the same quarter of 2021. This forecast considers the potential impact of
the recent
real estate related policies and measures, the emergence of COVID-19 in certain regions and the corresponding restrictive
 measures which remains
uncertain and may continue to adversely affect the Company’s operations, and the Company’s current
and preliminary view on the business situation and
market condition, all of which are subject to change.
 
Change in
Segment Reporting
 
Subsequent to the
 acquisition of Shengdu on April  20, 2022, the Company changed its organizational structure, resulting in four reportable segments:
existing home transaction services, new home transaction services, home renovation and furnishing, and emerging and other services. Prior
period segment
results have been recast to conform to the current presentation. Please see the “Unaudited Segment Contribution
Measure” included in this press release
for segment contribution results.
 
Annual General
Meeting
 
On August 12,
2022, the Company held its annual general meeting of shareholders (the “AGM”), together with the respective class
meetings of holders of
Class  A ordinary shares and Class  B ordinary shares (the “Class  Meetings”) in
 Beijing, China. Each of the proposed resolutions submitted for
shareholders’ approval was adopted at the AGM and the Class Meetings,
following which the Sixth Amended and Restated Memorandum and Articles of
Association were adopted, a general mandate was granted to
 the directors of the Company to issue shares, and a general mandate was granted to the
directors of the Company to repurchase its shares
(the “Repurchase General Mandate”).
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Share Repurchase
Program
 
The Company proposed
to establish a share repurchase program under which the Company may purchase up to US$1 billion of its Class A ordinary shares
and/or
ADSs over a 12-month period. Following the approval of the Repurchase General Mandate at the AGM, the Company expects to carry out the
repurchases as soon as legally permissible. The Company’s proposed share repurchases under the program may be effected from time
to time in the open
market at prevailing market prices and/or through other legally permissible means, depending on market conditions
 and in accordance with applicable
rules and regulations. The Company plans to fund any such repurchases from its existing cash balance.
 
Conference Call
Information
 
The Company will
hold an earnings conference call on 8:00 AM U.S. Eastern Time on Tuesday, August 23, 2022 (8:00 PM Beijing/Hong Kong Time
on Tuesday, August 23, 2022) to discuss the financial results.
 
For participants
who wish to join the call, please complete online registration using the link provided below at least 20 minutes prior to the scheduled
call
start time. Upon registration, participants will receive the conference call access information, including dial-in numbers, a PIN
and an e-mail with detailed
instructions to join the conference call.
 
PRE-REGISTER LINK:
 
https://register.vevent.com/register/BI1d14ef6c91f44696a550e19cd58f0d36
 
A live and archived
webcast of the conference call will also be available at the Company’s investor relations website at https://investors.ke.com.
 
Exchange Rate
 
This press release
contains translations of certain RMB amounts into U.S. dollars (“US$”) at specified rates solely for the convenience of the
reader. Unless
otherwise stated, all translations from RMB to US$ were made at the rate of RMB6.6981 to US$1.00, the noon buying rate
in effect on June 30, 2022, in
the H.10 statistical release of the Federal Reserve Board. The Company makes no representation that
the RMB or US$ amounts referred could be converted
into US$ or RMB, as the case may be, at any particular rate or at all. For analytical
presentation, all percentages are calculated using the numbers presented
in the financial statements contained in this earnings release.
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Non-GAAP Financial
Measures
 
The Company uses
 adjusted income (loss) from operations, adjusted net income (loss), adjusted net income (loss) attributable to KE Holdings Inc.'s
ordinary
shareholders, adjusted operating margin, adjusted EBITDA and adjusted net income (loss) per ADS attributable to KE Holdings Inc.’s
ordinary
shareholders, each a non-GAAP financial measure, in evaluating its operating results and for financial and operational decision-making
purposes. Beike
believes that these non-GAAP financial measures help identify underlying trends in the Company’s business that
could otherwise be distorted by the effect
of certain expenses that the Company includes in its net income (loss). Beike also believes
 that these non-GAAP financial measures provide useful
information about its results of operations, enhance the overall understanding
of its past performance and future prospects and allow for greater visibility
with respect to key metrics used by its management in its
 financial and operational decision-making. A limitation of using these non-GAAP financial
measures is that these non-GAAP financial measures
 exclude share-based compensation expenses that have been, and will continue to be for the
foreseeable future, a significant recurring
expense in the Company’s business.
 
The presentation
of these non-GAAP financial measures should not be considered in isolation or construed as an alternative to gross profit, net income
(loss) or any other measure of performance or as an indicator of its operating performance. Investors are encouraged to review these
non-GAAP financial
measures and the reconciliation to the most directly comparable GAAP measures. The non-GAAP financial measures presented
 here may not be
comparable to similarly titled measures presented by other companies. Other companies may calculate similarly titled
measures differently, limiting their
usefulness as comparative measures to the Company’s data. Beike encourages investors and others
to review its financial information in its entirety and not
rely on a single financial measure. Adjusted income (loss) from operations
 is defined as income (loss) from operations, excluding (i)  share-based
compensation expenses, (ii)  amortization of intangible
 assets resulting from acquisitions and business cooperation agreement, and (iii)  impairment of
goodwill, intangible assets and other
long-lived assets. Adjusted operating margin is defined as adjusted income (loss) from operations as a percentage of
net revenues.
Adjusted net income (loss) is defined as net income (loss), excluding (i) share-based compensation expenses, (ii) amortization
of intangible
assets resulting from acquisitions and business cooperation agreement, (iii) changes in fair value from long term
investments, loan receivables measured at
fair value and contingent consideration, (iv)  impairment of goodwill, intangible assets
 and other long-lived assets, (v)  impairment of investments, and
(vi) tax effects of the above non-GAAP adjustments. Adjusted
net income (loss) attributable to KE Holdings Inc.’s ordinary shareholders is defined as
net income (loss) attributable to
KE Holdings Inc.’s ordinary shareholders, excluding (i) share-based compensation expenses, (ii) amortization of intangible
assets resulting from acquisitions and business cooperation agreement, (iii) changes in fair value from long term investments, loan
receivables measured at
fair value and contingent consideration, (iv) impairment of goodwill, intangible assets and other long-lived
assets, (v) impairment of investments, (vi) tax
effects of the above non-GAAP adjustments, and (vii)  effects of non-GAAP
 adjustments on net income (loss) attributable to non-controlling interests
shareholders. Adjusted EBITDA is defined as net income
 (loss), excluding (i)  income tax expense (benefit), (ii)  share-based compensation expenses,
(iii)  amortization of intangible
 assets, (iv)  depreciation of property and equipment, (v)  interest income, net, (vi)  changes in fair value from long term
investments, loan receivables measured at fair value and contingent consideration, (vii)  impairment of goodwill, intangible assets
 and other long-lived
assets, and (viii) impairment of investments. Adjusted net income (loss) per ADS attributable to KE Holdings
Inc.’s ordinary shareholders is defined
as adjusted net income (loss) attributable to KE Holdings Inc.’s ordinary shareholders
divided by weighted average number of ADS outstanding during the
periods used in calculating adjusted net income (loss) per ADS, basic
and diluted.
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Please see the
“Unaudited reconciliation of GAAP and non-GAAP results” included in this press release for a full reconciliation of
each non-GAAP
measure to its respective comparable GAAP measure.
 
About KE Holdings
Inc.
 
KE Holdings Inc.
 is a leading integrated online and offline platform for housing transactions and services. The Company is a pioneer in building
infrastructure
 and standards to reinvent how service providers and housing customers efficiently navigate and complete housing transactions in China,
ranging from existing and new home sales, home rentals, to home renovation and furnishing, and other services. The Company owns and operates
Lianjia,
China’s leading real estate brokerage brand and an integral part of its Beike platform. With more than 20
years of operating experience through Lianjia
since its inception in 2001, the Company believes the success and proven track record
of Lianjia pave the way for it to build its infrastructure and standards
and drive the rapid and sustainable growth of Beike.
 
Safe Harbor
Statement
 
This press release
 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,
the business outlook and quotations
from management in this press release, as well as Beike’s strategic and operational plans,
contain forward-looking statements. Beike may also make written
or oral forward-looking statements in its periodic reports to the U.S.
Securities and Exchange Commission (the “SEC”) and The Stock Exchange of Hong
Kong Limited (the “Hong Kong
Stock Exchange”), 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 KE
Holdings Inc.’s beliefs,
plans, 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: Beike’s goals
and strategies; Beike’s future business development, financial
condition and results of operations; expected changes in the Company’s revenues, costs or
expenditures; Beike’s ability to
 empower services and facilitate transactions on Beike’s platform; competition in the industry in which Beike operates;
relevant
government policies and regulations relating to the industry; Beike’s ability to protect the Company’s systems and infrastructures
 from cyber-
attacks; Beike’s dependence on the integrity of brokerage brands, stores and agents on the Company’s platform;
general economic and business conditions
in China and globally; and assumptions underlying or related to any of the foregoing. Further
information regarding these and other risks is included in KE
Holdings Inc.’s filings with the SEC and the Hong Kong Stock Exchange.
All information provided in this press release is as of the date of this press
release, and KE Holdings Inc. does not undertake any obligation
to update any forward-looking statement, except as required under applicable law.
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For investor and
media inquiries, please contact:
 
In China:
KE Holdings Inc.
Investor Relations
Matthew Zhao
Siting Li
E-mail: ir@ke.com
 
The Piacente Group, Inc.
Yang Song
Tel: +86-10-6508-0677
E-mail: ke@tpg-ir.com
 
In the United States:
The Piacente Group, Inc.
Brandi Piacente
Tel: +1-212-481-2050
E-mail: ke@tpg-ir.com
 
Source: KE Holdings
Inc.
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KE Holdings Inc.

UNAUDITED INTERIM
CONDENSED CONSOLIDATED BALANCE SHEETS
(All amounts
in thousands, except for share, per share data)

 

   
As
of

December 31,    
As
of 

June 30,  
    2021     2022  
    RMB     RMB     US$  

ASSETS                
Current assets                     
Cash and cash equivalents     20,446,104      12,379,043      1,848,142 
Restricted cash     6,286,105      7,001,360      1,045,276 
Short-term investments     29,402,661      30,639,098      4,574,297 
Short-term financing receivables, net of
allowance for credit losses of RMB131,558 and

RMB133,664 as of December 31, 2021 and June 30, 2022, respectively     702,452      515,104      76,903 
Accounts receivable and contract assets,
net of allowance for credit losses of RMB2,151,271

and RMB2,317,194 as of December 31, 2021 and June 30, 2022, respectively     9,324,952      5,695,132      850,261 
Amounts due from and prepayments to related
parties     591,342      394,216      58,855 
Loan receivables from related parties     42,788      49,617      7,408 
Prepayments, receivables
and other assets     3,129,950      3,741,472      558,587 
Total
current assets     69,926,354      60,415,042      9,019,729 
Non-current assets                     
Property and equipment, net     1,971,707      2,042,609      304,953 
Right-of-use assets     7,244,211      8,585,427      1,281,771 
Long-term financing receivables, net of allowance
for credit losses of RMB204 and RMB60 as

of December 31, 2021 and June 30, 2022, respectively     10,039      2,440      364 
Long-term investments, net     17,038,171      25,328,412      3,781,432 
Intangible assets, net     1,141,273      1,965,645      293,463 
Goodwill     1,805,689      4,980,388      743,552 
Long-term loan receivables from related parties     -      30,461      4,548 
Other non-current assets     1,181,421      1,015,758      151,649 
Total
non-current assets     30,392,511      43,951,140      6,561,732 
TOTAL
ASSETS     100,318,865      104,366,182      15,581,461 
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KE Holdings Inc.
UNAUDITED INTERIM CONDENSED CONSOLIDATED BALANCE
SHEETS (Continued)

(All amounts in thousands, except for share,
per share data)
 

   
As
of 

December 31,    
As
of

June 30,  
    2021     2022  
    RMB     RMB     US$  
LIABILITIES                     
Current liabilities                     
Accounts payable     6,008,765      5,485,495      818,963 
Amounts due to related parties     584,078      405,011      60,467 
Employee compensation and welfare payable     9,834,247      9,380,733      1,400,507 
Customer deposits payable     4,181,337      6,096,967      910,253 
Income taxes payable     567,589      280,825      41,926 
Short-term borrowings     260,000      356,670      53,249 
Lease liabilities current portion     2,752,795      3,476,704      519,058 
Short-term funding debts     194,200      133,400      19,916 
Contract liabilities     1,101,929      3,122,374      466,158 
Accrued expenses and other current liabilities     3,451,197      3,561,129      531,664 
Total current liabilities     28,936,137      32,299,308      4,822,161 
Non-current liabilities                     
Deferred tax liabilities     22,920      293,164      43,768 
Lease liabilities non-current portion     4,302,934      5,117,682      764,050 
Other non-current liabilities     1,381      542      81 
Total non-current liabilities     4,327,235      5,411,388      807,899 
TOTAL LIABILITIES     33,263,372      37,710,696      5,630,060 
 

15



 

 
KE Holdings Inc.

UNAUDITED INTERIM CONDENSED CONSOLIDATED BALANCE
SHEETS (Continued)
(All amounts in thousands, except for share,
per share data)

 

   
As
of 

December 31,    
As
of

June 30,  
    2021     2022  
    RMB     RMB     US$  
SHAREHOLDERS’ EQUITY                     
KE Holdings Inc. shareholders’ equity                     
Ordinary
Shares (US$0.00002 par value; 25,000,000,000 ordinary shares authorized,

comprising of 23,614,698,720 Class A ordinary shares, 885,301,280
Class B ordinary shares
and 500,000,000 shares each of such classes to be designated;
2,705,911,235 and
3,635,326,756 Class A ordinary shares issued and outstanding as of December 31, 2021 and
June 30,
2022, respectively; and 885,301,280 and 157,894,050 Class B ordinary shares
issued and outstanding as of December 31, 2021
and June 30, 2022, respectively)     489      491      73 

Additional paid-in capital     78,972,169      79,929,628      11,933,179 
Statutory reserves     483,887      483,887      72,242 
Accumulated other comprehensive loss     (2,639,723)     (1,550,221)     (231,442)
Accumulated deficit     (9,842,846)     (12,329,140)     (1,840,692)
Total KE Holdings Inc. shareholders' equity     66,973,976      66,534,645      9,933,360 
Non-controlling interests     81,517      120,841      18,041 
TOTAL SHAREHOLDERS' EQUITY     67,055,493      66,655,486      9,951,401 
TOTAL
LIABILITIES AND SHAREHOLDERS’ EQUITY     100,318,865      104,366,182      15,581,461 
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KE Holdings Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS
OF OPERATIONS
(All amounts in thousands, except for share,
per share data, ADS and per ADS data)

 
    For the Three Months
Ended June 30,     For the Six Months
Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Net revenues                                          

Existing home transaction services     9,628,335      5,534,809      826,325      19,824,630      11,686,265      1,744,713 
New home transaction services     13,885,811      6,666,249      995,245      23,814,158      12,576,293      1,877,591 
Home renovation and furnishing     43,352      1,019,410      152,194      79,705      1,106,916      165,258 
Emerging and other services     616,031      556,622      83,101      1,152,085      955,583      142,665 

Total net revenues     24,173,529      13,777,090      2,056,865      44,870,578      26,325,057      3,930,227 
Cost of revenues                                          

Commission-split     (9,403,674)     (4,669,156)     (697,087)     (16,264,194)     (8,802,934)     (1,314,243)
Commission and compensation-internal     (7,618,419)     (4,256,545)     (635,485)     (14,954,955)     (8,983,795)     (1,341,245)
Cost of home renovation and furnishing     (42,700)     (724,347)     (108,142)     (74,735)     (791,046)     (118,100)
Cost related to stores     (931,324)     (875,769)     (130,749)     (1,777,638)     (1,759,832)     (262,736)
Others     (844,447)     (542,825)     (81,041)     (1,649,534)     (1,059,258)     (158,144)

Total cost
of revenues(1)      (18,840,564)     (11,068,642)     (1,652,504)     (34,721,056)     (21,396,865)     (3,194,468)
Gross profit     5,332,965      2,708,448      404,361      10,149,522      4,928,192      735,759 
Operating expenses                                          

Sales and marketing
expenses(1)     (1,240,608)     (1,121,541)     (167,442)     (2,297,778)     (1,982,513)     (295,981)
General and administrative
expenses(1)     (2,201,634)     (2,250,007)     (335,917)     (4,309,749)     (3,777,808)     (564,011)
Research and
development expenses(1)     (774,958)     (778,645)     (116,249)     (1,412,964)     (1,527,590)     (228,063)
Impairment of goodwill,
intangible assets and

other long-lived assets     -      (76,244)     (11,383)     -      (76,244)     (11,383)
Total operating expenses     (4,217,200)     (4,226,437)     (630,991)     (8,020,491)     (7,364,155)     (1,099,438)
Income (loss) from operations     1,115,765      (1,517,989)     (226,630)     2,129,031      (2,435,963)     (363,679)
Interest income, net     68,906      160,096      23,902      150,764      273,454      40,826 
Share of results of equity investees     14,387      (28,920)     (4,318)     34,107      31,470      4,698 
Fair value changes in investments, net     371,937      (230,766)     (34,452)     346,163      (339,952)     (50,753)
Impairment loss for equity investments
accounted

for using Measurement Alternative     -      (223,280)     (33,335)     -      (251,002)     (37,474)
Foreign currency exchange gain (loss)     (3,870)     (39,487)     (5,895)     7,588      (40,742)     (6,083)
Other income, net     317,315      445,946      66,578      699,229      896,648      133,866 
Income (loss) before income
tax expense     1,884,440      (1,434,400)     (214,150)     3,366,882      (1,866,087)     (278,599)
Income tax expense     (768,838)     (431,310)     (64,393)     (1,192,509)     (619,255)     (92,452)
Net income (loss)     1,115,602      (1,865,710)     (278,543)     2,174,373      (2,485,342)     (371,051)
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KE Holdings Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS
OF OPERATIONS (Continued)

(All amounts in thousands, except for share,
per share data, ADS and per ADS data)
 
    For the Three Months
Ended June 30,     For the Six Months
Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Net
income attributable to non-controlling interests

shareholders     (3,715)     (2,607)     (389)     (3,900)     (952)     (142)
Net income (loss) attributable to KE Holdings
Inc.     1,111,887      (1,868,317)     (278,932)     2,170,473      (2,486,294)     (371,193)
Net
income (loss) attributable to KE Holdings

Inc.’s ordinary shareholders     1,111,887      (1,868,317)     (278,932)     2,170,473      (2,486,294)     (371,193)
                                           
Net income (loss)     1,115,602      (1,865,710)     (278,543)     2,174,373      (2,485,342)     (371,051)
Currency translation adjustments     (607,235)     1,525,663      227,775      (397,662)     1,398,895      208,850 
Unrealized losses
on available-for-sale investments,

net of reclassification     (2,709)     (143,329)     (21,398)     (2,709)     (309,393)     (46,191)
Total
comprehensive income (loss)     505,658      (483,376)     (72,166)     1,774,002      (1,395,840)     (208,392)
Comprehensive loss
(income) attributable to non-

controlling interests shareholders     (3,715)     (2,607)     (389)     (3,900)     (952)     (142)
Comprehensive
income (loss) attributable to KE

Holdings Inc.     501,943      (485,983)     (72,555)     1,770,102      (1,396,792)     (208,534)
Comprehensive
income (loss) attributable to KE

Holdings Inc.’s ordinary shareholders     501,943      (485,983)     (72,555)     1,770,102      (1,396,792)     (208,534)
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KE Holdings Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS
OF OPERATIONS (Continued)
(All amounts in thousands, except for share,
per share data, ADS and per ADS data)

 
    For the Three Months
Ended June 30,     For the Six Months
Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Weighted average number of ordinary

shares used in computing net income
(loss) per share, basic and diluted                                    

—Basic     3,522,427,632      3,571,976,403      3,571,976,403      3,521,948,998      3,569,657,105      3,569,657,105 
—Diluted     3,586,824,279      3,571,976,403      3,571,976,403      3,590,416,704      3,569,657,105      3,569,657,105 
                                           
Weighted average number
of ADS used

in computing net income (loss) per
ADS, basic and diluted                                          

—Basic     1,174,142,544      1,190,658,801      1,190,658,801      1,173,982,999      1,189,885,702      1,189,885,702 
—Diluted     1,195,608,093      1,190,658,801      1,190,658,801      1,196,805,568      1,189,885,702      1,189,885,702 
                                           
Net Income (loss)
per share attributable

to KE Holdings Inc.'s ordinary
shareholders                                          

—Basic     0.32      (0.52)     (0.08)     0.62      (0.70)     (0.10)
—Diluted     0.31      (0.52)     (0.08)     0.60      (0.70)     (0.10)
                                           
Net income (loss)
per ADS attributable

to KE Holdings Inc.'s ordinary
shareholders                                          

—Basic     0.95      (1.57)     (0.23)     1.85      (2.09)     (0.31)
—Diluted     0.93      (1.57)     (0.23)     1.81      (2.09)     (0.31)
                                           
(1) Includes share-based compensation expenses
as follows:                              
Cost of revenues     124,880      89,860      13,416      234,272      175,385      26,184 
Sales and marketing expenses     35,793      31,045      4,635      70,130      59,559      8,892 
General and administrative expenses     153,914      408,143      60,934      338,977      548,032      81,819 
Research and development expenses     121,650      76,136      11,367      225,473      174,483      26,050 
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KE Holdings Inc.

UNAUDITED RECONCILIATION of GAAP AND NON-GAAP
RESULTS
(All amounts in thousands, except for share,
per share data, ADS and per ADS data)

 
    For the Three Months
Ended June 30,     For the Six Months
Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Income (loss) from operations     1,115,765      (1,517,989)     (226,630)     2,129,031      (2,435,963)     (363,679)
Share-based compensation expenses     436,237      605,184      90,352      868,852      957,459      142,945 
Amortization of intangible assets resulting
from

acquisitions and business cooperation agreement     116,885      146,366      21,852      235,119      262,459      39,184 
Impairment of goodwill,
intangible assets and other

long-lived assets     -      76,244      11,383      -      76,244      11,383 
Adjusted income (loss) from operations     1,668,887      (690,195)     (103,043)     3,233,002      (1,139,801)     (170,167)
                                           
Net income (loss)     1,115,602      (1,865,710)     (278,543)     2,174,373      (2,485,342)     (371,051)
Share-based compensation expenses     436,237      605,184      90,352      868,852      957,459      142,945 
Amortization of intangible assets resulting
from

acquisitions and business cooperation agreement     116,885      146,366      21,852      235,119      262,459      39,184 
Changes in fair value from long term
investments,

loan receivables measured at fair value and
contingent consideration     (30,496)     200,961      30,003      (138,660)     352,223      52,586 

Impairment of goodwill, intangible assets
and other
long-lived assets     -      76,244      11,383      -      76,244      11,383 

Impairment of investments     -      223,280      33,335      -      251,002      37,474 
Tax effects on non-GAAP adjustments     237      (5,739)     (857)     613      (5,830)     (870)
Adjusted net income (loss)     1,638,465      (619,414)     (92,475)     3,140,297      (591,785)     (88,349)
                                           
Net income (loss)     1,115,602      (1,865,710)     (278,543)     2,174,373      (2,485,342)     (371,051)
Income tax expense     768,838      431,310      64,393      1,192,509      619,255      92,452 
Share-based compensation expenses     436,237      605,184      90,352      868,852      957,459      142,945 
Amortization of intangible assets     123,693      150,940      22,535      247,739      271,506      40,535 
Depreciation of property and equipment     210,122      233,920      34,923      375,621      468,048      69,878 
Interest income, net     (68,906)     (160,096)     (23,902)     (150,764)     (273,454)     (40,826)
Changes in fair value from long term
investments,

loan receivables measured at fair value and
contingent consideration     (30,496)     200,961      30,003      (138,660)     352,223      52,586 

Impairment of goodwill, intangible assets
and other
long-lived assets     -      76,244      11,383      -      76,244      11,383 

Impairment of investments     -      223,280      33,335      -      251,002      37,474 
Adjusted EBITDA     2,555,090      (103,967)     (15,521)     4,569,670      236,941      35,376 
                                           
Net income (loss)
attributable to KE Holdings

Inc.’s ordinary shareholders     1,111,887      (1,868,317)     (278,932)     2,170,473      (2,486,294)     (371,193)
Share-based compensation expenses     436,237      605,184      90,352      868,852      957,459      142,945 
Amortization of intangible assets resulting
from

acquisitions and business cooperation agreement     116,885      146,366      21,852      235,119      262,459      39,184 
Changes in fair value from long term
investments,

loan receivables measured at fair value and
contingent consideration     (30,496)     200,961      30,003      (138,660)     352,223      52,586 

Impairment of goodwill, intangible assets
and other
long-lived assets     -      76,244      11,383      -      76,244      11,383 

Impairment of investments     -      223,280      33,335      -      251,002      37,474 
Tax effects on non-GAAP adjustments     237      (5,739)     (857)     613      (5,830)     (870)
Effects of non-GAAP
adjustments on net income

attributable to non-controlling interests
shareholders     (7)     (7)     (1)     (14)     (14)     (2)

Adjusted
net income (loss) attributable to KE
Holdings Inc.’s ordinary shareholders     1,634,743      (622,028)     (92,865)     3,136,383      (592,751)     (88,493)
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KE Holdings Inc.
UNAUDITED RECONCILIATION of GAAP AND NON-GAAP
RESULTS (Continued)

(All amounts in thousands, except for share,
per share data, ADS and per ADS data)
 
    For
the Three Months Ended June 30,     For
the Six Months Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Weighted average number
of ADS used

in computing net income (loss) per
ADS, basic and diluted                                          

—Basic     1,174,142,544      1,190,658,801      1,190,658,801      1,173,982,999      1,189,885,702      1,189,885,702 
—Diluted     1,195,608,093      1,190,658,801      1,190,658,801      1,196,805,568      1,189,885,702      1,189,885,702 
                                           
Weighted average number
of ADS used

in calculating adjusted net income
(loss) per ADS                                          

—Basic     1,174,142,544      1,190,658,801      1,190,658,801      1,173,982,999      1,189,885,702      1,189,885,702 
—Diluted     1,195,608,093      1,190,658,801      1,190,658,801      1,196,805,568      1,189,885,702      1,189,885,702 
                                           
Net income (loss)
per ADS attributable

to KE Holdings Inc.'s ordinary
shareholders                                          

—Basic     0.95      (1.57)     (0.23)     1.85      (2.09)     (0.31)
—Diluted     0.93      (1.57)     (0.23)     1.81      (2.09)     (0.31)
                                           
Non-GAAP adjustments
to net income

(loss) per ADS attributable to KE
Holdings Inc.'s ordinary shareholders                                          

—Basic     0.44      1.05      0.15      0.82      1.59      0.24 
—Diluted     0.44      1.05      0.15      0.81      1.59      0.24 
                                           
Adjusted net income
(loss) per ADS

attributable to KE Holdings Inc.'s
ordinary shareholders                                          

—Basic     1.39      (0.52)     (0.08)     2.67      (0.50)     (0.07)
—Diluted     1.37      (0.52)     (0.08)     2.62      (0.50)     (0.07)
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KE Holdings Inc.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS
OF CASH FLOWS
(All amounts in thousands)

 
    For the
Three Months Ended June 30,     For the
Six Months Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Net cash provided by operating activities     1,001,317      2,973,280      443,899      3,474,372      3,808,031      568,524 
Net cash provided by (used in) investing activities     1,117,225      (7,081,027)     (1,057,170)     (10,396,836)     (11,338,319)     (1,692,766)
Net cash provided by (used in) financing activities     (12,199)     (93,099)     (13,899)     (943,174)     35,872      5,355 
Effect
of exchange rate change on cash, cash

equivalents and restricted cash     (503,955)     170,973      25,526      (305,354)     142,610      21,291 
Net increase
(decrease) in cash and cash

equivalents and restricted cash     1,602,388      (4,029,873)     (601,644)     (8,170,992)     (7,351,806)     (1,097,596)
Cash,
cash equivalents and restricted cash at the

beginning of the period     39,764,095      23,410,276      3,495,062      49,537,475      26,732,209      3,991,014 
Cash,
cash equivalents and restricted cash at the

end of the period     41,366,483      19,380,403      2,893,418      41,366,483      19,380,403      2,893,418 
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KE Holdings Inc.

UNAUDITED SEGMENT CONTRIBUTION MEASURE
(All amounts in thousands)

 
    For the Three Months
Ended June 30,     For the Six Months
Ended June 30,  
    2021     2022     2022     2021     2022     2022  
    RMB     RMB     US$     RMB     RMB     US$  
Existing home transaction
services                                          
Net revenues     9,628,335      5,534,809      826,325      19,824,630      11,686,265      1,744,713 
Less: Commission
and compensation     (5,646,746)     (3,503,942)     (523,124)     (11,763,191)     (7,331,729)     (1,094,597)
Contribution     3,981,589      2,030,867      303,201      8,061,439      4,354,536      650,116 
                                           
New home transaction
services                                          
Net revenues     13,885,811      6,666,249      995,245      23,814,158      12,576,293      1,877,591 
Less: Commission
and compensation     (11,300,400)     (5,095,477)     (760,735)     (19,306,429)     (9,925,142)     (1,481,785)
Contribution     2,585,411      1,570,772      234,510      4,507,729      2,651,151      395,806 
                                           
Home renovation and
furnishing                                          
Net revenues     43,352      1,019,410      152,194      79,705      1,106,916      165,258 
Less: Material costs,
commission and compensation

costs     (42,700)     (724,347)     (108,142)     (74,735)     (791,046)     (118,100)
Contribution     652      295,063      44,052      4,970      315,870      47,158 
                                           
Emerging and other
services                                          
Net revenues     616,031      556,622      83,101      1,152,085      955,583      142,665 
Less: Commission
and compensation     (74,947)     (326,282)     (48,713)     (149,529)     (529,858)     (79,106)
Contribution     541,084      230,340      34,388      1,002,556      425,725      63,559 
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Exhibit 99.2

 
Hong Kong Exchanges
and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the contents of this announcement,
make no
 representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
 or in
reliance upon the whole or any part of the contents of this announcement.
 

 
KE Holdings Inc. 
貝殼控股有限公司 

(A company controlled
through weighted voting rights and incorporated in the Cayman Islands with limited liability) 
(Stock Code:
2423)

 
INTERIM RESULTS
ANNOUNCEMENT FOR 

THE SIX MONTHS
ENDED JUNE 30, 2022
 
KE Holdings Inc.
(“Beike” or the “Company”) (NYSE: BEKE and HKEX: 2423), a leading integrated online and offline
platform for housing transactions
and services, today announced its unaudited financial results for the six months ended June 30,
2022 (the “Reporting Period”).
 
In this announcement,
“we,” “us,” and “our” refer to the Company and where the context otherwise requires, the Group (as
defined under the “General
Information” section).
 

OPERATIONAL
AND FINANCIAL HIGHLIGHTS FOR THE SIX MONTHS ENDED JUNE 30, 2022
 
· Gross
transaction value (GTV)1 was RMB1,225.5 billion for the six months ended June 30, 2022, representing a decrease of
 46.5% from

RMB2,290.4 billion in the same period of 2021. GTV of existing home transactions was RMB767.6 billion for the six
months ended June 30,
2022, representing a decrease of 42.1% from RMB1,325.4 billion in the same period of 2021. GTV of new home
transactions was RMB415.4
billion for the six months ended June 30, 2022, representing a decrease of 50.6% from RMB841.7 billion
in the same period of 2021. GTV of
home renovation and furnishing was RMB1.5 billion, compared to RMB0.1 billion in the same
period of 2021. GTV of emerging and other
services was RMB41.0 billion for the six months ended June 30, 2022, representing
a decrease of 66.8% from RMB123.2 billion in the same
period of 2021.

 
· Net
revenues were RMB26.3 billion for the six months ended June 30, 2022, representing a decrease of 41.3% from RMB44.9 billion in
the

same period of 2021.

 
 

1 GTV
for a given period is calculated as the total value of all transactions which the Company
facilitated on the Company’s platform and evidenced
by signed contracts as of the end
of the period, including the value of the existing home transactions, new home transactions,
home renovation and
furnishing and emerging and other services, and including transactions
that are contracted but pending closing at the end of the relevant period. For
the avoidance
of doubt, for transactions that failed to close afterwards, the corresponding GTV represented
by these transactions will be deducted
accordingly.
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· Net
loss was RMB2,485 million for the six months ended June 30, 2022, compared to net income of RMB2,174 million in the same
period of
2021. Adjusted net loss2 was RMB592 million for the six months ended June 30, 2022, compared to
adjusted net income of RMB3,140 million
in the same period of 2021.

 
· Number
of stores was 42,831 as of June 30, 2022, a 19.0% decrease from 52,868 as of June 30, 2021. Number of active stores3
was 41,118 as

of June 30, 2022, a 16.2% decrease from 49,046 as of June 30, 2021.
 
· Number
of agents was 414,915 as of June  30, 2022, a 24.4% decrease from 548,600 as of June  30, 2021. Number of active agents4
 was

380,284 as of June 30, 2022, a 23.9% decrease from 499,690 as of June 30, 2021.
 
· Mobile
monthly active users (MAU)5 averaged 43.0 million for the three months ended June 30, 2022, compared to 52.1
million for the three

months ended June 30, 2021.

 
 

2 Adjusted
 net income (loss) is a non-GAAP financial measure, which is defined as net income (loss),
 excluding (i)  share-based compensation
expenses, (ii) amortization of intangible
assets resulting from acquisitions and business cooperation agreement, (iii) changes
in fair value from long
term investments, loan receivables measured at fair value and contingent
consideration, (iv)  impairment of goodwill, intangible assets and other
long-lived assets,
 (v)  impairment of investments, and (vi)  tax effects of the above non-GAAP adjustments.
 Please refer to the section titled
“Unaudited reconciliation of GAAP and non-GAAP results”
for details.

 
3 Based
on our accumulated operational experience, we have introduced the number of active agents
and active stores on our platform which can

better reflect the operational activeness of
stores and agents on our platform. “Active
stores” as of a given date is defined as stores on our platform
excluding the stores
which (i) have not facilitated any housing transaction during the preceding 60 days,
(ii) do not have any agent who has engaged
in any critical steps in housing transactions
 (including but not limited to introducing new properties, attracting new customers and conducting
property showings) during the preceding seven days, or (iii) have not been visited by
any agent during the preceding 14 days.

 
4 “Active
agents” as of a given date is defined as agents on our platform excluding the agents
who (i)  delivered notice to leave but have not yet

completed the exit procedures, (ii)  have
not engaged in any critical steps in housing transactions (including but not limited to introducing
 new
properties, attracting new customers and conducting property showings) during the preceding
30 days, or (iii) have not participated in facilitating
any housing transaction during
the preceding three months.

 
5 “Mobile
monthly active users” or “mobile MAU” are to the sum of (i) the number
of accounts that have accessed our platform through our Beike or

Lianjia mobile
app (with duplication eliminated) at least once during a month, and (ii) the number
of Weixin users that have accessed our platform
through our Weixin mini programs at least
once during a month. Average mobile MAU for any period is calculated by dividing (i) the
sum of the
Company’s mobile MAUs for each month of such period, by (ii) the number
of months in such period.
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BUSINESS
REVIEW AND OUTLOOK
 
Business Review
for the Reporting Period
 
In the first half
of 2022, we achieved resilient performance in the face of tremendous challenges in a complex environment. Strong synergies have been
demonstrated among our housing transaction services, home renovation and furnishing services and home rental services. The synergies
 further
strengthened our belief in the “One body, two wings” strategy, which we firmly believe will yield long-term economic
benefits and position us well to
capture the rising demand in the burgeoning sector of “better living.”
 
Existing
home transaction services
 
In the first half
 of 2022, our continuous investments in a series of management mechanism and products related to existing home transaction services
supported
our outperformance versus the industry during the market recovery. We stabilized the scale of stores and agents under our Agent Cooperation
Network (ACN) to facilitate business developments. Meanwhile, we enhanced the quality and efficiency of our services and fortified our
business moat via
improved products and strong operations. We refined the management of existing home transaction services with a focus
on property listings by optimizing
the property listing allocation mechanism and improving listing maintenance quality as well as agents’
maintenance capabilities. Through a business leads
allocation system driven by big data and matching algorithms, we encouraged stores
to deepen their community engagement, focusing on operations and
improving conversion rates. In addition, in order to provide a more
standardized and reliable signing experience to our customers, we launched our signing
system “Ji Qian/Lucky Sign 2.0,”
featuring functions including risk notification and transaction service procedures.
 
On the other hand,
we solidified the industry leading position of our proprietary brand Lianjia by strengthening scientific management. We rectified
loss-
making Lianjia stores with a scientific approach and built flagship premium stores in many cities. By restructuring our local
operational teams and reducing
store rental costs, we lowered Lianjia’s fixed costs and consistently lowered Lianjia’s
breakeven point.
 
During the resurgence
of COVID-19 in the first half of 2022, we continued to uphold our “community friendly” business philosophy and devoted ourselves
to the fight against COVID-19 in residential neighborhoods, gaining recognition from local governments and community residents, which
 further
reinforced our brand image. As the pandemic eased, we promptly resumed offline operations in the shortest time, offering qualified
services as usual and
better fulfilling the customers’ pent-up demand for housing transactions.
 
New home
transaction services
 
In the first half
of 2022, in the context of debt pressure and sluggish consumer demand for new homes, developers’ sales generally fell far short
of their
targets. We have been vigorously reaching corporate-to-corporate collaboration with selected developers, including state –
and centrally-owned developers,
to continuously improve the quality and the marketability of projects we sell. In order to better manage
our risks of accounts receivable collection, we
continued to reinforce management execution and promote the “Commission in Advance”
model and other sales-focused strategies, which consistently
improved sell-through efficiency.
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The sales channel
penetration ratio of selected developers is rising. From the industry perspective, channel penetration ratio of both state – and
centrally-
owned developers and private developers rose considerably quarter-over-quarter in the second quarter of 2022. Our strategic
 partnership with selected
developers indicates that more and more state – and centrally-owned developers as well as private developers
are embracing channels broadly to enhance
their competitiveness through effective channel utilization.
 
“Commission
 in Advance” model is a new channel payment strategy for our new home transaction services, and is instrumental in enhancing our
sales
efficiency. By offering developers to pay us in advance and agents to get their commission earlier, it motivates agents to more
proactively promote housing
project sales and acquire customers to drive sell-through. As a result, projects with “Commission in
Advance” have entered a positive cycle of fast sell-
through and efficient commission settlement, achieving an all-win situation
for developers, agents and our platform.
 
Home renovation
and furnishing services
 
In the first half
of 2022, our home renovation and furnishing services achieved breakthrough growth, especially after our completion of the acquisition
of
Shengdu Home Renovation Co., Ltd. (“Shengdu”), a full-service home renovation service provider in China, in
late April.
 
Our full-service
 renovation products and services provided a substantial uplift to furniture and home furnishing sales business (in categories such as
customized furniture, soft furnishings, electrical appliances, etc.). The advantages of diversified home renovation and furnishing
products and services are
becoming increasingly prominent, allowing us to acquire customers once and sell multiple types of merchandises
and services. This will increase the sales
of higher-margin customizations and furnishings, hence enhancing the average contract price
and our overall profitability.
 
In the second quarter
 of 2022, we established an organizational structure and integrated rules  to support traffic sharing and referrals between housing
transaction services and home renovation and furnishing services. Real estate brokerage store owners can receive commissions within five
days after their
referred traffic to home renovation and furnishing services signs contract, as such fully incentivizing traffic referrals.
 
As of June 30,
2022, we had 136 stores for home renovation and furnishing services in 24 cities. Meanwhile, we continuously improved delivery quality
and customer satisfaction while growing in scale. We are committed to quality service with a set of transparent frameworks covering the
service providers’
admission, grading, promotion and reward. We also conducted online and offline standardized and detailed construction
 progress management to
completely fulfill our service promise of “10 promises for 10 worries with full attention and devotion.”
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Home rental
services
 
In the first half
of 2022, we achieved a rapid and high-quality development in our home rental services while attaching great importance to cost control
and
turnover efficiency, aiming to achieve sustainable business operations in the long-run.
 
The high-quality
 development of our Carefree Rent model, our rental property management services, benefits from the deep customer resources we
accumulated
through our housing transaction services, years of experience in offline business management and digitalization capabilities. While actively
and prudently expanding scale, we continued to improve operational efficiency via four pivots including acquiring quality homes, setting
reasonable rental
prices, speeding up leasing and strengthening efficiency management. Through our Carefree Rent business, homeowners
are able to build up the trust in
Beike and develop strong stickiness, positioning us to be their first choice when they want to sell
their homes in the future.
 
In addition, undertaking
our social responsibility to support business as a force for good, we jointly launched the New Youth Initiative in June with several
brokerage brands to provide fresh college graduates with favorable rentals, commission reductions or exemptions, and ensure authentic
listings to improve
their rental experience. As of July 31, 2022, over 8,000 transactions were made under the New Youth Initiative,
saving the graduates a total of more than
RMB12.0 million. By doing so, we are also expanding our users’ coverage to the young
generation, raising our brand awareness among them as we are
striving to better meet their long-term demands for living services, including
home purchases, home sales and home renovation.
 
Business Outlook
 
Looking ahead to
the second half of 2022, we would like to highlight that a recovery of the real estate market is on the horizon, and government policies
have been on the supportive side with a focus on meeting demands for better housing. We will seize the opportunity to further improve
efficiency through a
host of cost-management measures to boost synergy, allocate resources in a more efficiency-oriented and risk-averse
way, and strike a balance between
profitability and investments in new businesses.
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MANAGEMENT
DISCUSSION AND ANALYSIS
 
Net Revenues
 
Net
revenues decreased by 41.3% to RMB26.3 billion for the six months ended June 30, 2022, compared
to RMB44.9 billion in the same period of 2021.
The decrease was primarily attributable to the decline in total GTV. Total GTV
 was RMB1,225.5 billion for the six months ended June  30, 2022,
representing a 46.5% decrease compared to RMB2,290.4 billion in the
same period of 2021 due to the disruption on the recovery of the market for existing
home transactions caused by the emergence of COVID-19
in certain regions and the corresponding restrictive measures for the six months ended June 30,
2022, and the market for new home
transactions remained weak since the second half of 2021 as many real estate developers were facing liquidity and
delivery challenges.
 
· Net
revenues from existing home transaction services decreased by 41.1% to RMB11.7 billion
for the six months ended June 30, 2022, compared

to RMB19.8 billion in the same period
of 2021, primarily due to a 42.1% decrease in GTV of existing home transactions to RMB767.6
billion for
the six months ended June 30, 2022, from RMB1,325.4 billion in the same
period of 2021.

 
Among
that, (i) commission revenue decreased by 43.3% to RMB10.1 billion for the six
months ended June 30, 2022, from RMB17.8 billion in the
same period of 2021, primarily
due to a decrease in GTV of existing home transactions served by Lianjia stores of
44.2% to RMB365.3 billion for
the six months ended June 30, 2022, from RMB654.5 billion
in the same period of 2021; and

 
(ii) the
revenues derived from platform service, franchise service and other value-added services,
which are mostly charged to connected stores
and
agents on the Company’s platform, decreased by 22.1% to RMB1.6 billion for the six
months ended June 30, 2022, from RMB2.1 billion in the
same period of 2021, mainly due
to a 40.0% decrease of GTV of existing home transactions served by connected agents on the
Company’s platform
to RMB402.3 billion for the six months ended June  30, 2022,
 from RMB670.9 billion in the same period of 2021. The lower decline rate of
revenues derived
from platform service, franchise service and other value-added services compared to that
of the GTV of existing home transactions
served by connected agents was partially attributable
 to the increased penetration level of value-added services including transaction contracting
services and a moderate increase in the commission rate of existing home transaction charged
by connected stores.

 
· Net
 revenues from new home transaction services decreased by 47.2% to RMB12.6 billion for
 the six months ended June  30, 2022, from

RMB23.8 billion in the same period of 2021,
primarily due to the decrease of GTV of new home transactions of 50.6% to RMB415.4 billion
for the
six months ended June  30, 2022, from RMB841.7 billion in the same period of
 2021. Among that, the GTV of new home transaction services
completed on the Beike
platform through connected agents, dedicated sales team with the expertise on new home transaction
services and other sales
channels was RMB342.6 billion for the six months ended June 30,
2022, compared to RMB700.6 billion in the same period of 2021, while the GTV
of new home
transactions served by Lianjia brand was RMB72.9 billion for the six months ended
June 30, 2022, compared to RMB141.1 billion in
the same period of 2021.
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· Net
revenues from home renovation and furnishing were RMB1.1 billion for the six months ended
June 30, 2022, compared to RMB80 million

in the same period of 2021, primarily because
 the Company completed the acquisition of Shengdu and began to consolidate its financial results
during the second quarter of 2022.

 
· Net
revenues from emerging and other services decreased by 17.1% to RMB1.0 billion for the
six months ended June 30, 2022, from RMB1.2

billion in the same period of 2021, primarily
attributable to the decrease of net revenues from financial services which was partially
offset by the
increase of net revenues from rental property management services.

 
Cost of Revenues
 
Total
cost of revenues decreased by 38.4% to RMB21.4 billion for the six months ended June 30,
2022, from RMB34.7 billion in the same period of 2021.
 
· Commission
– split. The Company’s cost of revenues for commissions to connected agents
and other sales channels was RMB8.8 billion for the six

months ended June 30, 2022,
compared to RMB16.3 billion in the same period of 2021, primarily due to the decrease in
 the GTV of new home
transactions completed through connected agents and other sales channels
for the six months ended June 30, 2022 compared with the same period of
2021.

 
· Commission
and compensation – internal. The Company’s cost of revenues for internal
commission and compensation was RMB9.0 billion for

the six months ended June 30, 2022,
compared to RMB15.0 billion in the same period of 2021, primarily due to the decrease in
the GTV of exiting
home and new home transactions completed through Lianjia agents.

 
· Cost
of home renovation and furnishing. The Company’s cost of revenues for home renovation
and furnishing was RMB791 million for the six

months ended June 30, 2022, compared to
RMB75 million in the same period of 2021, primarily because the Company completed the acquisition
of
Shengdu and began to consolidate its financial results during the second quarter of 2022.

 
· Cost
 related to stores. The Company’s cost related to stores was RMB1,760 million for
 the six months ended June  30, 2022, compared to

RMB1,778 million in the same period
of 2021, mainly due to the decreased number of Lianjia stores and which was partially
offset by the increase
in cost related to contract service centers for the six months ended
June 30, 2022 compared to the same period of 2021.

 
· Other
costs. The Company’s other costs decreased by 35.8% to RMB1.1 billion for the six
months ended June 30, 2022, from RMB1.6 billion in

the same period of 2021, mainly due
to a decrease of business taxes and surcharges along with the decrease of net revenues, the
decreased funding
costs and provisions related to financial services and the decreased offline
activities costs due to COVID-19 outbreaks in certain regions for the six
months ended June 30,
2022.
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Gross Profit
 
Gross
profit was RMB4.9 billion for the six months ended June 30, 2022, compared to RMB10.1 billion
in the same period of 2021. Gross margin was
18.7% for the six months ended June 30, 2022, compared to 22.6% in the same
period of 2021. The decrease in gross margin was mainly due to i) a
relatively higher percentage of cost related to stores of net revenues
as a result of the decrease of net revenues for the six months ended June 30, 2022
compared to the same period of 2021, and ii)
a lower contribution margin of existing home transactions resulted from a relatively higher percentage of
fixed compensation costs for
Lianjia agents for the six months ended June 30, 2022 compared to the same period of 2021.
 
Income (Loss)
from Operations
 
Total
operating expenses decreased by 8.2% to RMB7.4 billion for the six months ended June 30,
2022, from RMB8.0 billion in the same period of 2021.
 
· General
and administrative expenses were RMB3.8 billion for the six months ended June 30,
2022, compared to RMB4.3 billion in the same

period of 2021, mainly due to the decrease of
provision for credit losses, personnel costs and overheads, as well as conferences and travel
expenses
as a result of the COVID-19 outbreaks in certain regions, which were partially offset
 by increased share-based compensation expenses and
additional severance costs incurred for
the six months ended June 30, 2022.

 
· Sales
and marketing expenses were RMB2.0 billion for the six months ended June 30, 2022,
compared to RMB2.3 billion in the same period of

2021, mainly due to the decrease of the
brand advertising and promotional marketing activities, which was partially offset by sales
and marketing
expenses of Shengdu.

 
· Research
and development expenses were RMB1.5 billion for the six months ended June 30, 2022,
 compared to RMB1.4 billion in the same

period of 2021, mainly due to additional severance
costs incurred for the six months ended June 30, 2022.
 
Loss
from operations was RMB2.4 billion for the six months ended June 30, 2022, compared to income
from operations of RMB2.1 billion in the same
period of 2021. Operating margin was negative 9.3% for the six months ended June 30,
2022, compared to 4.7% in the same period of 2021, primarily
due to i) a relatively lower gross profit margin, and ii) an increase of
the percentage of total operating expenses of net revenues as a result of the decrease of
net revenues for the six months ended June 30,
2022 compared to the same period of 2021.
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Adjusted
loss from operations6 was RMB1.1 billion for the six months ended June 30, 2022,
compared to adjusted income from operations of RMB3.2
billion in the same period of 2021. Adjusted operating margin7
was negative 4.3% for the six months ended June 30, 2022, compared to 7.2% in the
same period of 2021. Adjusted EBITDA8
was RMB237 million for the six months ended June 30, 2022, compared to RMB4.6 billion in the same period
of 2021.
 
Net Income (Loss)
 
Net
loss was RMB2.5 billion for the six months ended June 30, 2022, compared to net income of
RMB2.2 billion in the same period of 2021.
 
Adjusted
net loss was RMB592 million for the six months ended June 30, 2022, compared to adjusted
net income of RMB3.1 billion in the same period of
2021.
 
Liquidity and
Capital Resources
 
During the Reporting
Period and up to the date of this announcement, we have financed our operating and investing activities through cash flows from
operations
and cash provided by historical equity and debt financing activities. As of June 30, 2022, the combined balance of our cash, cash
equivalents,
restricted cash and short-term investments amounted to RMB50.0 billion, compared to RMB56.1 billion as of December 31,
 2021. Our cash and cash
equivalents primarily consist of cash on hand, demand deposits and highly liquid investments placed with banks
or other financial institutions with original
maturities of less than three months. Our restricted cash are primarily escrow payments
collected from the property buyers on behalf of and payable to the
property sellers.
 
 

6 Adjusted
income (loss) from operations is a non-GAAP financial measure, which is defined as income
(loss) from operations, excluding (i) share-
based compensation expenses, (ii)  amortization
 of intangible assets resulting from acquisitions and business cooperation agreement, and
(iii) impairment of goodwill, intangible assets and other long-lived assets. Please
refer to the section titled “Unaudited reconciliation of GAAP and
non-GAAP results”
for details.

 
7 Adjusted
operating margin is adjusted income (loss) from operations as a percentage of net revenues.
 
8 Adjusted
EBITDA is a non-GAAP financial measure, which is defined as net income (loss), excluding
(i) income tax expense (benefit), (ii) share-

based compensation expenses, (iii)  amortization
 of intangible assets, (iv)  depreciation of property and equipment, (v)  interest
 income, net,
(vi) changes in fair value from long term investments, loan receivables
measured at fair value and contingent consideration, (vii)  impairment of
goodwill, intangible
 assets and other long-lived assets, and (viii)  impairment of investments. Please refer
 to the section titled “Unaudited
reconciliation of GAAP and non-GAAP results”
for details.
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The following table sets out our cash flows for
the periods indicated:
 
    For
the Six Months Ended June 30, 
    2022     2021  
    RMB     RMB  
   

 
   

 
 

    (in thousands)  
    (unaudited)     (unaudited)  
Net
cash provided by operating activities     3,808,031      3,474,372 
Net cash used
in investing activities     (11,338,319)     (10,396,836)
Net cash provided
by (used in) financing activities     35,872      (943,174)
Effect of exchange rate change on cash, cash equivalents and restricted cash     142,610      (305,354)
               
Net decrease
in cash and cash equivalents and restricted cash     (7,351,806)     (8,170,992)
Cash, cash equivalents and restricted cash at the beginning of the period     26,732,209      49,537,475 
               
Cash, cash equivalents and restricted cash at the end of the period     19,380,403      41,366,483 
 
Indebtedness
 
The following table sets forth a breakdown of
our financial indebtedness as of the dates indicated:
 

   
As of 

June 30,    
As of 

December 31,  
    2022     2021  
    RMB     RMB  
   

 
   

 
 

    (in thousands)  
    (unaudited)       
Current:              
Short-term
borrowings     356,670      260,000 
Short-term funding
debts     133,400      194,200 
Lease
liabilities     3,476,704      2,752,795 
 

             

Sub-total     3,966,774      3,206,995 
               
Non-current:              
Lease
liabilities     5,117,682      4,302,934 
 

             

Total     9,084,456      7,509,929 
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Except as disclosed in this announcement, we
did not have any material mortgages, charges, debentures, loan capital, debt securities, loans, bank overdrafts
or other similar indebtedness,
finance lease or hire purchase commitments, liabilities under acceptances (other than normal trade bills), acceptance credits,
which
are either guaranteed, unguaranteed, secured or unsecured, or guarantees or other contingent liabilities as of June 30, 2022.
 
Material Acquisition
 
On April 20, 2022, the Group completed the
acquisition of Shengdu for an aggregate consideration of RMB3.92 billion cash and restricted 44,315,854
Class A ordinary shares
of the Company (the “Class A ordinary shares”). Founded in 2002 and headquartered in Hangzhou, Shengdu is a full-service
home renovation service provider in China. With 20 years of operating experience, Shengdu has now achieved full coverage in East China
market and is
gradually expanding its business in more major cities across the country, providing quality one-stop home renovation and
furnishing services for a large
customer base. The acquisition was structured as a merger in which Shengdu became a wholly-owned subsidiary
of the Company. Shengdu’s businesses
have been added to the home renovation and furnishing segment. The acquisition enables the
Group to realize the strategic synergies across the industry
chain, and further strengthen the Group’s capabilities in providing
 better renovation and furnishing services to satisfy the evolving needs of housing
customers. Acquisition related costs incurred were
 not material. For further details, please refer to “Notes to the Unaudited Condensed Consolidated
Interim Financial Information
– 9. Business Combinations” and the listing document dated May 5, 2022 issued by the Company.
 
Pledge of Assets
 
As of June 30, 2022, no property, plant
and equipment was pledged.
 
Future Plans for Material Investments or Capital
Asset
 
We did not have detailed future plans for significant
investments or capital assets as of June 30, 2022.
 
Gearing Ratio
 
As of June 30, 2022, our gearing ratio (i.e.,
total liabilities divided by total assets, in percentage) was 36.1% (as of December 31, 2021: 33.2%).
 
Foreign Exchange Exposure
 
Substantially all of our revenues and expenses
are denominated in RMB. We do not believe that we currently have any significant direct foreign exchange
risk. Although our exposure
to foreign exchange risks should be limited in general, the value of your investment in the American depositary shares (the
“ADSs”)
 will be affected by the exchange rate between U.S. dollar and Renminbi because the value of our business is effectively denominated in
Renminbi, while the ADSs will be traded in U.S. dollars.
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Historically, the RMB has fluctuated against
the U.S. dollars at times significantly and unpredictably. The depreciation of the RMB against the U.S. dollars
was approximately 5.0%
for the six months ended June 30, 2022. It is difficult to predict how market forces or PRC or U.S. government policy may impact
the exchange rate between the RMB and the U.S. dollars in the future.
 
To the extent that we need to convert U.S. dollars
into RMB for our operations, appreciation of the RMB against the U.S. dollar would have an adverse
effect on the RMB amounts we receive
 from the conversion. Conversely, if we decide to convert RMB into U.S. dollars for the purpose of making
payments for dividends on our
ordinary shares or ADSs or for other business purposes, appreciation of the U.S. dollar against the RMB would have a
negative effect
on the U.S. dollar amounts available to us.
 
Interest Rate Risk
 
Our exposure to changes in interest rates is
mainly from floating-rate borrowings, which include all our long-term borrowings. Any change in interest rates
will cause the effective
interest rates of borrowings to change and thus cause the future cash flows to fluctuate over time.
 
We may invest the net proceeds that we receive
from our offshore offerings in interest-earning instruments. Investments in both fixed-rate and floating-rate
interest-earning instruments
carry a degree of interest rate risk. Fixed-rate securities may have their fair market value adversely impacted due to a rise in
interest
rates, while floating-rate securities may produce less income than expected if interest rates fall.
 
Capital Expenditures
 
Our capital expenditures were RMB313.4 million
 for the six months ended June  30, 2022. Capital expenditures represent cash paid for purchase of
property and equipment and intangible
 assets. We intend to fund our future capital expenditures with our existing cash balance and proceeds from our
offshore offerings. We
will continue to make capital expenditures to meet the expected growth of our business.
 
Contractual Obligations
 
The following table sets forth our contractual
obligations as of June 30, 2022:
 

   

As of 
June 30,


2022  
    RMB  
    (in thousands)  
      (unaudited)  
Purchase
of property and equipment     6,386 
Purchase of services     2,319 
Investment
commitments(i)     120,418 
Operating
leases commitments(ii)     516,000 
        
Total     645,123 
 
(i) Investment commitments obligations primarily
relate to capital contributions obligation under certain arrangements, the payment is due
in one year.
 
(ii) Operating leases commitments represent
the Group’s obligations for leasing premises.
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As of June 30, 2022, our total contractual
obligations included RMB6.4 million in obligation to purchase property and equipment, RMB2.3 million in
obligation to purchase services,
RMB120.4 million in investment commitment, and RMB516.0 million in operating lease commitments, and our funding
debt obligations included
RMB133.4 million in obligation to repay the consolidated trusts and RMB1.2 million in obligation to repay the interest.
 
We did not have any other long-term obligations
or guarantees as of June 30, 2022.
 
Employees and Remuneration
 
As of June 30, 2022, we had a total of 102,803
employees. The following table sets forth the total number of employees categorized by function as of
June 30, 2022:
 

Function  
Number of 
employees  

Agents
and supporting staff     70,675 
Platform operation     9,037 
Research and development     2,462 
Business development,
sales and marketing     11,778 
Administration
and management     8,851 
        
Total     102,803 
 
We believe that we offer our employees competitive
compensation packages and an environment that encourages self-development and, as a result, have
generally been able to attract and retain
qualified personnel and maintain a stable core management team.
 
As required by regulations in China, we participate
in various employee social security plans that are organized by municipal and provincial governments,
including pension, unemployment
insurance, childbirth insurance, work-related injury insurance, medical insurance and housing provident fund. In addition
to the required
social security plans, we also offer bonuses to employees to encourage higher performance quality. Bonuses are generally discretionary
and
based in part on employee performance and in part on the overall performance of our business. We have granted, and plan to continue
to grant, share-based
incentive awards to our employees in the future to incentivize their contributions to our growth and development.
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OTHER
INFORMATION
 
Dual-primary Listing in Hong Kong
 
On May  11, 2022 (the “Listing Date”),
 we successfully listed, by way of introduction, the Class A ordinary shares on the Main Board of The Stock
Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”) under the stock code “2423” (the “Listing”).
The ADSs, each representing three
Class A ordinary shares, remain primarily listed and traded on the New York Stock Exchange (the
“NYSE”). The Class A ordinary shares listed on the
Main Board of the Hong Kong Stock Exchange are fully fungible
with the ADSs listed on the NYSE.
 
Purchase, Sale and Redemption of the Company’s
Listed Securities
 
Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities since the Listing Date up to the date of
this announcement.
 
The Company proposed to established a share repurchase
program under which the Company may purchase up to US$1 billion of its Class A ordinary
shares and/or ADSs over a 12-month period.
 Following the approval of the Repurchase General Mandate (as defined below) at the AGM (as defined
below), the Company expects to carry
out the repurchases as soon as legally permissible. The Company’s proposed share repurchases under the program
may be effected
from time to time in the open market at prevailing market prices and/or through other legally permissible means, depending on market
conditions and in accordance with applicable rules and regulations. The Company plans to fund any such repurchases from its existing
cash balance.
 
Compliance with the Corporate Governance Code
 
The Company’s corporate governance practices
are based on the principles and code provisions set forth in the Corporate Governance Code (the “CG
Code”) contained
in Appendix 14 to the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange (the “Listing Rules”).
 
Pursuant to Code Provision C.2.1 of part 2 of
 the CG Code as set out in Appendix 14 of the Listing Rules, companies listed on the Hong Kong Stock
Exchange are expected to comply with,
 but may choose to deviate from the requirement that the responsibilities between the chairman and the chief
executive officer should
be separate and should not be performed by the same individual. The Company does not have a separate chairman and chief
executive officer
and Mr. Yongdong Peng currently performs these two roles. The board of directors of the Company (the “Board”)
believes that vesting
the roles of both chairman and chief executive officer in the same person has the benefit of ensuring consistent
leadership within the Group and enables
more effective and efficient overall strategic planning for the Group. The Board considers that
 the balance of power and authority for the present
arrangement will not be impaired and this structure will enable the Company to make
and implement decisions promptly and effectively.
 
Other than the above, from the Listing Date to
the date of this announcement, the Company has complied with all applicable principles and code provisions
of the CG Code.
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Compliance with the Model Code for Securities
Transactions
 
The Company has adopted the Amended and Restated
Statement of Policies Governing Material Non-Public Information and the Prevention of Insider
Trading (the “Company’s
Code”), with terms no less exacting than the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules, as its own securities dealing code to regulate all dealings by the directors
and relevant employees of
the Company of securities in the Company and other matters covered by the Company’s Code.
 
Having made specific enquiries to all of the
directors of the Company, all directors of the Company confirmed that they have fully complied with all
relevant requirements set out
in the Model Code and the Company’s Code from the Listing Date to the date of this announcement.
 
Important Events after the Reporting Period
 
On August 12, 2022, the Company held its
annual general meeting of shareholders (the “AGM”), together with the respective class meetings of holders of
Class  A
 ordinary shares and Class  B ordinary shares (the “Class  Meetings”) in Beijing, China. Each of the proposed
 resolutions submitted for
shareholders’ approval was adopted at the AGM and the Class Meetings, following which the Sixth
Amended and Restated Memorandum and Articles of
Association were adopted, a general mandate was granted to the directors of the Company
 to issue shares, and a general mandate was granted to the
directors of the Company to repurchase its shares (the “Repurchase
General Mandate”).
 
Save as disclosed in this announcement, no other
 important events affecting the Group occurred since June  30, 2022 and up to the date of this
announcement.
 
Review of Interim Unaudited Condensed Consolidated
Financial Statements
 
The interim unaudited condensed consolidated
financial statements of the Group for the six months ended June 30, 2022 have been reviewed by the auditor
of the Company, PricewaterhouseCoopers,
 in accordance with International Standard on Review Engagements 2410, “Review of interim financial
information performed by the
independent auditor of the entity”. The interim unaudited condensed consolidated financial statements of the Group for the
six
months ended June 30, 2022 have also been reviewed by the audit committee of the Company.
 
Interim Dividend
 
The Board did not recommend the distribution
of an interim dividend for the six months ended June 30, 2022.
 
Publication of Interim Results and Interim
Report
 
This
 announcement is published on the website of the Hong Kong Stock Exchange at http://www.hkexnews.hk and on the website of the Company
at
https://investors.ke.com. The 2022 Interim Report containing all the information required by the Listing Rules will
be dispatched to the shareholders and
will be made available on the websites of the Company and the Hong Kong Stock Exchange in due course.
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Appreciation
 
The Company would like to express its appreciation
 to all the staff for their outstanding contribution towards the Company’s development. The Board
wishes to sincerely thank the
management for their dedication and diligence, which are the key factors for the Company to continue its success in future.
Also, the
Company wishes to extend its gratitude for the continued support from its shareholders, customers and business partners. The Company
will
continue to deliver sustainable business development, so as to create more values for all its shareholders.
 
Use of Non-GAAP Financial Measures
 
The Company uses adjusted income (loss) from
 operations, adjusted net income (loss), adjusted net income (loss) attributable to KE Holdings Inc.’s
ordinary shareholders, adjusted
operating margin and adjusted EBITDA, each a non-GAAP financial measure, in evaluating its operating results and for
financial and operational
 decision-making purposes. Beike believes that these non-GAAP financial measures help identify underlying trends in the
Company’s
business that could otherwise be distorted by the effect of certain expenses that the Company includes in its net income (loss). Beike
 also
believes that these non-GAAP financial measures provide useful information about its results of operations, enhance the overall
understanding of its past
performance and future prospects and allow for greater visibility with respect to key metrics used by its management
 in its financial and operational
decision-making. A limitation of using these non-GAAP financial measures is that these non-GAAP financial
measures exclude share-based compensation
expenses that have been, and will continue to be for the foreseeable future, a significant
recurring expense in the Company’s business.
 
The presentation of these non-GAAP financial
measures should not be considered in isolation or construed as an alternative to gross profit, net income
(loss) or any other measure
of performance or as an indicator of its operating performance. Investors are encouraged to review these non-GAAP financial
measures
 and the reconciliation to the most directly comparable GAAP measures. The non-GAAP financial measures presented here may not be
comparable
to similarly titled measures presented by other companies. Other companies may calculate similarly titled measures differently, limiting
their
usefulness as comparative measures to the Company’s data. Beike encourages investors and others to review its financial information
in its entirety and not
rely on a single financial measure. Adjusted income (loss) from operations is defined as income (loss)
 from operations, excluding (i)  share-based
compensation expenses, (ii)  amortization of intangible assets resulting from acquisitions
 and business cooperation agreement, and (iii)  impairment of
goodwill, intangible assets and other long-lived assets. Adjusted
operating margin is defined as adjusted income (loss) from operations as a percentage of
net revenues. Adjusted net income (loss)
is defined as net income (loss), excluding (i) share-based compensation expenses, (ii) amortization of intangible
assets
resulting from acquisitions and business cooperation agreement, (iii) changes in fair value from long term investments, loan receivables
measured at
fair value and contingent consideration, (iv)  impairment of goodwill, intangible assets and other long-lived assets,
 (v)  impairment of investments, and
(vi) tax effects of the above non-GAAP adjustments. Adjusted net income (loss) attributable
to KE Holdings Inc.’s ordinary shareholders is defined as
net income (loss) attributable to KE Holdings Inc.’s ordinary
shareholders, excluding (i) share-based compensation expenses, (ii) amortization of intangible
assets resulting from acquisitions
and business cooperation agreement, (iii) changes in fair value from long term investments, loan receivables measured at
fair value
and contingent consideration, (iv) impairment of goodwill, intangible assets and other long-lived assets, (v) impairment of
investments, (vi) tax
effects of the above non-GAAP adjustments, and (vii)  effects of non-GAAP adjustments on net income (loss)
 attributable to non-controlling interests
shareholders. Adjusted EBITDA is defined as net income (loss), excluding (i)  income
 tax expense (benefit), (ii)  share-based compensation expenses,
(iii)  amortization of intangible assets, (iv)  depreciation
 of property and equipment, (v)  interest income, net, (vi)  changes in fair value from long term
investments, loan receivables
 measured at fair value and contingent consideration, (vii)  impairment of goodwill, intangible assets and other long-lived
assets,
and (viii) impairment of investments.
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For more information on the non-GAAP financial
measures, please see the table captioned “Unaudited reconciliation of GAAP and Non-GAAP results”
set forth at the
end of this announcement.
 
SAFE
HARBOR STATEMENT
 
This announcement 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, the business outlook in this
announcement,
 as well as Beike’s strategic and operational plans, contain forward-looking statements. Beike may also make written or oral forward-
looking
statements in its periodic reports to the U.S. Securities and Exchange Commission (the “SEC”) and the Hong Kong Stock
Exchange, 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 KE Holdings Inc.’s
beliefs, plans, 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: Beike’s goals and strategies; Beike’s future business development,
financial condition
and results of operations; expected changes in the Company’s revenues, costs or expenditures; Beike’s ability to empower
services and
facilitate transactions on Beike platform; competition in the industry which Beike operates; relevant government
policies and regulations relating to the
industry; Beike’s ability to protect the Company’s systems and infrastructures from
cyber-attacks; Beike’s dependence on the integrity of brokerage brands,
stores and agents on the Company’s platform; general
economic and business conditions in China and globally; and assumptions underlying or related to
any of the foregoing. Further information
regarding these and other risks is included in KE Holdings Inc.’s filings with the SEC and the Hong Kong Stock
Exchange. All information
provided in this announcement is as of the date of this press release, and KE Holdings Inc. does not undertake any obligation to
update
any forward-looking statement, except as required under applicable law.
 
  By order of the
Board 
  KE Holdings Inc. 
  Yongdong Peng 
  Chairman and Chief
Executive Officer
 
Hong Kong, August 23, 2022
 
As at the date of this announcement, the board
of directors of the Company comprises Mr. Yongdong Peng, Mr. Yigang Shan, Mr. Tao Xu and Mr. Wangang
Xu as the executive
directors, Mr. Jeffrey Zhaohui Li as the non-executive director, and Ms. Xiaohong Chen, Mr. Hansong Zhu and Mr. Jun
Wu as the
independent non-executive directors.
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UNAUDITED
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)
(All amounts in thousands, except for share and
per share data)
 

        For
the Six Months Ended June 30,  
    Note   2022     2021  
        RMB     RMB  

Net revenues:              
Existing
home transaction services       11,686,265    19,824,630 
New home transaction
services       12,576,293    23,814,158 
Home renovation
and furnishing       1,106,916    79,705 
Emerging
and other services       955,583    1,152,085 
               
Total
net revenues     26,325,057    44,870,578 
               
Cost of revenues:              
Commission-split       (8,802,934)   (16,264,194)
Commission and
compensation-internal       (8,983,795)   (14,954,955)
Cost of home renovation
and furnishing       (791,046)   (74,735)
Cost related to
stores       (1,759,832)   (1,777,638)
Others       (1,059,258)   (1,649,534)
               
Total
cost of revenues       (21,396,865)   (34,721,056)
               
Gross
profit       4,928,192    10,149,522 
               
Operating
expenses:              
Sales and marketing
expenses       (1,982,513)   (2,297,778)
General and administrative
expenses       (3,777,808)   (4,309,749)
Research and development
expenses       (1,527,590)   (1,412,964)
Impairment of goodwill,
intangible assets and other long-lived assets       (76,244)   – 
               
Total
operating expenses       (7,364,155)   (8,020,491)
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS) (CONTINUED)
(All amounts in thousands, except for share and per share data)
 

        For
the Six Months Ended June 30,  
    Note   2022     2021  
        RMB     RMB  

Income (loss) from operations         (2,435,963)     2,129,031 
                   
Interest income, net         273,454      150,764 
Share of results of equity investees       31,470      34,107 
Fair value changes in investments, net         (339,952)     346,163 
Impairment loss for equity investments
accounted for using measurement alternative         (251,002)     – 
Foreign currency exchange gain (loss)         (40,742)     7,588 
Other income, net         896,648      699,229 
                   
Income (loss) before income tax expense         (1,866,087)     3,366,882 
Income tax expense         (619,255)     (1,192,509)
                   
Net income (loss)         (2,485,342)     2,174,373 
Net income attributable to non-controlling interests shareholders         (952)     (3,900)
                   
Net income (loss) attributable to KE Holdings Inc.         (2,486,294)     2,170,473 
                   
Net income (loss) attributable to KE Holdings Inc.’s ordinary
shareholders         (2,486,294)     2,170,473 
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (LOSS) (CONTINUED)
(All amounts in thousands, except for share and
per share data)

 
          For
the Six Months Ended June 30, 
    Note     2022     2021  
          RMB     RMB  
Net
income (loss)             (2,485,342)     2,174,373 
Other comprehensive
income (loss)                      
Currency translation
adjustments             1,398,895      (397,662)
Unrealized loss
on available-for-sale investments, net of reclassification             (309,393)     (2,709)
                       
Total
other comprehensive income (loss)             1,089,502      (400,371)
                       
Total
comprehensive income (loss)             (1,395,840)     1,774,002 
                       
Comprehensive
loss (income) attributable to non-controlling interests shareholders             (952)     (3,900)
                       
Comprehensive
income (loss) attributable to KE Holdings Inc.             (1,396,792)     1,770,102 
                       
Comprehensive
income (loss) attributable to KE Holdings Inc.’s ordinary shareholders             (1,396,792)     1,770,102 
                       
Weighted average number
of ordinary shares used in computing net income (loss) per

share, basic and diluted                      
– Basic     7       3,569,657,105      3,521,948,998 
– Diluted     7       3,569,657,105      3,590,416,704 
                       
Net income (loss)
per share attributable to ordinary shareholders                      
– Basic     7       (0.70)     0.62 
– Diluted     7       (0.70)     0.60 
                       
Share-based
compensation expenses included in:                      
Cost of revenues             175,385      234,272 
Sales and marketing
expenses             59,559      70,130 
General and administrative
expenses             548,032      338,977 
Research and development
expenses             174,483      225,473 
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UNAUDITED
RECONCILIATION OF GAAP AND NON-GAAP RESULTS 
(All amounts in thousands, except for share and
per share data)
 
        For
the Six Months Ended June 30, 
    Note   2022     2021  
        RMB     RMB  
Income
(loss) from operations         (2,435,963)     2,129,031 
Share-based compensation
expenses         957,459      868,852 
Amortization of intangible assets resulting
from acquisitions and business cooperation

agreement       262,459      235,119 
Impairment of goodwill,
intangible assets and other long-lived assets         76,244      – 
                   
Adjusted
income (loss) from operations         (1,139,801)     3,233,002 
                   
Net income
(loss)         (2,485,342)     2,174,373 
Share-based compensation
expenses         957,459      868,852 
Amortization of intangible assets resulting
from acquisitions and business cooperation

agreement         262,459      235,119 
Changes in fair value from long term
investments, loan receivables measured at fair value and

contingent consideration         352,223      (138,660)
Impairment of goodwill, intangible assets
and other long-lived assets         76,244      – 
Impairment of investments         251,002      – 
Tax
effects on non-GAAP adjustments         (5,830)     613 
                   
Adjusted
net income (loss)         (591,785)     3,140,297 
                   
Net income
(loss)         (2,485,342)     2,174,373 
Income tax expense         619,255      1,192,509 
Share-based compensation
expenses         957,459      868,852 
Amortization of
intangible assets         271,506      247,739 
Depreciation of
property and equipment         468,048      375,621 
Interest income,
net         (273,454)     (150,764)
Changes in fair value from long term
investments, loan receivables measured at fair value and

contingent consideration         352,223      (138,660)
Impairment of goodwill, intangible assets
and other long-lived assets         76,244      – 
Impairment
of investments         251,002      – 
                   
Adjusted
EBITDA         236,941      4,569,670 
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UNAUDITED RECONCILIATION OF GAAP AND NON-GAAP RESULTS (CONTINUED)
(All amounts in thousands, except for share and per share data)
  
        For
the Six Months Ended June 30, 
    Note   2022     2021  
        RMB     RMB  
Net income
(loss) attributable to KE Holdings Inc.’s ordinary shareholders         (2,486,294)     2,170,473 
Share-based compensation
expenses         957,459      868,852 
Amortization of intangible assets resulting
from acquisitions and business cooperation

agreement         262,459      235,119 
Changes in fair value from long term
investments, loan receivables measured at fair value and

contingent consideration         352,223      (138,660)
Impairment of goodwill, intangible assets and other long-lived assets         76,244      – 
Impairment of investments         251,002      – 
Tax effects on
non-GAAP adjustments         (5,830)     613 
Effects of non-GAAP
adjustments on net income attributable to non-controlling interests

shareholders         (14)     (14)
                   
Adjusted
net income (loss) attributable to KE Holdings Inc.’s ordinary shareholders         (592,751)     3,136,383 
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UNAUDITED
CONDENSED CONSOLIDATED BALANCE SHEETS
(All amounts in thousands, except for share,
per share data)
 

         
As
of

June 30,    
As of

December 31,  
    Note     2022     2021  
          RMB     RMB  

ASSETS                
Current assets                      
Cash and cash equivalents             12,379,043      20,446,104 
Restricted cash             7,001,360      6,286,105 
Short-term investments             30,639,098      29,402,661 
Short-term financing receivables, net
of allowance for credit losses of RMB133,664 and

RMB131,558 as of June 30, 2022 and December 31, 2021, respectively             515,104      702,452 
Accounts receivable and contract assets,
net of allowance for credit losses of RMB2,317,194

and RMB2,151,271 as of June 30, 2022 and December 31, 2021, respectively     4       5,695,132      9,324,952 
Amounts due from and prepayments to related parties             394,216      591,342 
Loan receivables from related parties             49,617      42,788 
Prepayments, receivables and other assets             3,741,472      3,129,950 
                       
Total current assets             60,415,042      69,926,354 
                       
Non-current assets                      
Property and equipment, net             2,042,609      1,971,707 
Right-of-use assets             8,585,427      7,244,211 
Long-term financing
receivables, net of allowance for credit losses of RMB60 and RMB204 as

of June 30, 2022 and December 31, 2021, respectively             2,440      10,039 
Long-term investments, net             25,328,412      17,038,171 
Intangible assets, net             1,965,645      1,141,273 
Goodwill             4,980,388      1,805,689 
Long-term loan receivables from related parties             30,461      – 
Other non-current assets             1,015,758      1,181,421 
         

             

Total non-current assets             43,951,140      30,392,511 
         

             

TOTAL ASSETS             104,366,182      100,318,865 
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UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(CONTINUED)
(All amounts in thousands, except for share,
per share data)
 

         
As
of

June 30,    
As of

December 31,  
    Note     2022     2021  
          RMB     RMB  

LIABILITIES                      
Current liabilities                      
Accounts payable     6       5,485,495      6,008,765 
Amounts due to related parties             405,011      584,078 
Employee compensation and welfare payable             9,380,733      9,834,247 
Customer deposits payable             6,096,967      4,181,337 
Income taxes payable             280,825      567,589 
Short-term borrowings             356,670      260,000 
Lease liabilities current portion             3,476,704      2,752,795 
Short-term funding debts             133,400      194,200 
Contract liabilities             3,122,374      1,101,929 
Accrued expenses and other current liabilities             3,561,129      3,451,197 
                       
Total current liabilities             32,299,308      28,936,137 
                       
Non-current liabilities                      
Deferred tax liabilities     5       293,164      22,920 
Lease liabilities non-current portion             5,117,682      4,302,934 
Other non-current liabilities             542      1,381 
                       
Total non-current liabilities             5,411,388      4,327,235 
                       
TOTAL LIABILITIES             37,710,696      33,263,372 
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UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(CONTINUED)
(All amounts in thousands, except for share,
per share data)
 

         
As
of 

June 30,    
As
of 

December 31,
    Note     2022     2021
          RMB     RMB

SHAREHOLDERS’
EQUITY                 
KE Holdings Inc.
shareholders’ equity                 
Ordinary
Shares (US$0.00002 par value; 25,000,000,000 ordinary shares authorized, comprising of

23,614,698,720 Class A ordinary shares,
885,301,280 Class B ordinary shares and 500,000,000
shares each of such classes to be designated; 3,635,326,756 and 2,705,911,235
Class A ordinary
shares issued and outstanding as of June 30, 2022 and December 31, 2021, respectively; and
157,894,050
and 885,301,280 Class B ordinary shares issued and outstanding as of June 30, 2022
and December 31, 2021, respectively)            491    489

Additional paid-in capital            79,929,628    78,972,169
Statutory reserves            483,887    483,887
Accumulated other comprehensive loss            (1,550,221)   (2,639,723)
Accumulated deficit            (12,329,140)   (9,842,846)
                  
Total KE Holdings Inc. shareholders’ equity            66,534,645    66,973,976
                  
Non-controlling interests            120,841    81,517
                  
TOTAL SHAREHOLDERS’ EQUITY            66,655,486    67,055,493
                  
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY            104,366,182    100,318,865
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UNAUDITED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(All
amounts in thousands, except for share, per share data)
 

   
For
the Six Months Ended

June 30,  
    2022     2021  
    RMB     RMB  
Cash
flows from operating activities:              
Net
income (loss)     (2,485,342)     2,174,373 
Adjustments
to reconcile net income (loss) to net cash provided by operating activities:              
Depreciation
of property and equipment     468,048      375,621 
Amortization
of intangible assets     271,506      247,739 
Net
impairment losses on financial assets     98,552      337,645 
Impairment
of goodwill, intangible assets and other long-lived assets     76,244      – 
Provision
of credit losses for financing receivables     1,962      117,022 
Deferred
tax benefits     165,180      – 
Share
of results of equity investees     (31,470)     (34,107)
Dividends
received from long-term investments     20,695      40,453 
Fair
value changes in investments     339,952      (346,163)
Impairment
loss for equity investments accounted for using measurement alternative     251,002      – 
Investment
income     (466,372)     (184,688)
Foreign
currency exchange loss (gain)     40,742      (7,588)
Gain
on disposal of property, equipment and intangible assets     (460)     (442)
Share-based
compensation expenses     957,459      868,852 
Changes
in assets and liabilities:              

Accounts
receivable and contract assets     3,493,814      (898,263)
Amounts
due from and prepayments to related parties     197,126      (48,175)
Prepayments,
receivables and other assets     (23,718)     295,451 
Right-of-use
assets     (810,563)     (939,027)
Other
non-current assets     41,073      6,206 
Accounts
payable     (1,225,646)     (548,730)
Amounts
due to related parties     (179,067)     160,886 
Employee
compensation and welfare payable     (942,330)     (1,353,038)
Customer
deposits payable     1,915,630      2,619,926 
Contract
liabilities     783,209      106,755 
Lease
liabilities     1,095,779      994,333 
Accrued
expenses and other current liabilities     59,016      23,693 
Income
taxes payable     (303,152)     (549,928)
Other
liabilities     (838)     15,566 

               
Net
cash provided by operating activities     3,808,031      3,474,372 
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UNAUDITED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(All
amounts in thousands, except for share, per share data)
 

   
For
the Six Months Ended

June 30,  
    2022     2021  
    RMB     RMB  
Cash
flows from investing activities:              
Purchases
of short-term investments     (24,977,548)     (23,537,416)
Maturities
of short-term investments     27,161,071      21,736,427 
Cash
paid for business combinations, net of cash acquired     (3,111,472)     (12,533)
Proceeds
from disposal of a subsidiary, property, equipment and long-lived assets     9,582      4,155 
Purchases
of property, equipment and intangible assets     (313,364)     (810,241)
Financing
receivables originated     (4,720,182)     (24,979,638)
Collections
of financing receivables principal     4,913,167      24,520,150 
Purchases
of available-for-sale debt investments     (1,242,573)     – 
Purchases
of long-term investments     (9,255,560)     (7,877,030)
Proceeds
from disposal of other long-term investments     235,850      557,687 
Loans
to related parties     (50,124)     (11,000)
Repayments
of loans from related parties     12,834      12,603 
               
Net
cash used in investing activities     (11,338,319)     (10,396,836)
               
Cash
flows from financing activities:              
Cash
paid for non-controlling interests in subsidiaries     –      (870)
Proceeds
from issuance of ordinary shares upon exercise of share option     2      6 
Proceeds
from short-term borrowings     140,000      – 
Repayments
of short-term borrowings     (43,330)     – 
Proceeds
from funding debts     133,400      313,343 
Repayments
of funding debts     (194,200)     (1,255,653)
               
Net
cash provided by (used in) financing activities     35,872      (943,174)
               
Effect
of exchange rate change on cash, cash equivalents and restricted cash     142,610      (305,354)
               
Net
decrease in cash and cash equivalents and restricted cash     (7,351,806)     (8,170,992)
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UNAUDITED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(All
amounts in thousands, except for share, per share data)
 

   
For
the Six Months Ended

June 30,  
    2022     2021  
    RMB     RMB  
Cash,
cash equivalents and restricted cash at the beginning of the period              
Including:              
Cash
and cash equivalents at the beginning of the period     20,446,104      40,969,979 
Restricted
cash at the beginning of the period     6,286,105      8,567,496 
               
Total     26,732,209      49,537,475 
               
Cash,
cash equivalents and restricted cash at the end of the period              
Including:              
Cash
and cash equivalents at the end of the period     12,379,043      30,544,499 
Restricted
cash at the end of the period     7,001,360      10,821,984 
               
Total     19,380,403      41,366,483 
               
Supplemental
disclosures:              
Cash
paid for income taxes     (752,695)     (1,678,217)
Cash
paid for interest     (5,760)     (1,516)
               
Non-cash
investing activities              
Changes
in accounts payable related to property and equipment addition     (92,295)     (5,299)
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NOTES
TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
(All amounts in thousands, except for share,
per share data)
 
1. GENERAL
INFORMATION
 

KE Holdings Inc. (the “Company”)
was incorporated in the Cayman Islands on July 6, 2018 under the Cayman Islands Companies Law as an
exempted company with limited
 liability. The Company through its consolidated subsidiaries, variable interest entities (the “VIE”s) and the
subsidiaries
 of the VIEs (collectively, the “Group”), is principally engaged in operating a leading integrated online and offline platform
 for
housing transactions and services in the People’s Republic of China (the “PRC” or “China”).

 
In August and November 2020,
the Company has completed its initial public offering and follow-on offering on the New York Stock Exchange.

 
In May 2022, the Company has completed
its listing on the Hong Kong Stock Exchange by way of introduction.

 
2. BASIS
OF PREPARATION
 

The accompanying unaudited condensed
 consolidated financial statements and related disclosures have been prepared in accordance with
accounting principles generally accepted
in the United States of America (“U.S. GAAP”) applicable to interim financial information.

 
The December 31, 2021 balance
sheet data was derived from audited consolidated financial statements; however, the accompanying interim notes
to the consolidated financial
 statements do not include all of the annual disclosures required by GAAP. Results for interim periods are not
necessarily indicative
of those that may be expected for a full year. The financial information included herein should be read in conjunction with
the Company’s
audited consolidated financial statements for the preceding fiscal year. The accounting policies applied are consistent with those of
the audited consolidated financial statements for the preceding fiscal year.

 
(i) Change in segment

 
Subsequent to the acquisition of Shengdu
Home Renovation Co., Ltd (“Shengdu”), the Group changed its organizational structure, resulting
in four reportable segments:
 existing home transaction services, new home transaction services, home renovation and furnishing, and
emerging and other services. Prior
 period segment results have been recast to conform to the current presentation. See Note 3. “Segment
Information” for additional
information.

 
(ii) Change in Method of Accounting
for capitalization of costs to obtain a contract as incurred

 
On January 1, 2022, the Group
elected to change its method of accounting for contract cost capitalization. In prior years, the Group used the
practical expedient under
ASC 606 to expense the costs to obtain a contract as incurred when the expected amortization period is one year or
less. Starting in
this year, the group recognizes as an asset the incremental costs of obtaining a contract with customer if the Group expects to
recover
 those costs. An asset related to an obligation satisfied over time is amortized using a method consistent with the method used to
measure
progress and recognize revenue over the contract term. An asset related to an obligation satisfied at point in time is expensed upon
the transfer of control of the goods or services to which the asset relates. The new method of accounting is considered preferable as
 the
amortization of the contract cost is consistent with the pattern of the newly acquired home renovation services’ revenue recognition.

 
The prior period financial statements
have not been adjusted as the accumulated effect of the change to the accounting principal on periods
prior to those presented is immaterial.
The following financial statement line items for fiscal years 2022 were affected by the change in
accounting principle.
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Unaudited Condensed Consolidated
Balance Sheets as of June 30, 2022

 

   

As Computed
under the
practical
expedient    

As Reported
under the new

accounting
method    

Effect of 
change  

ASSETS                     
Prepayments,
receivables and other assets     3,582,480      3,741,472      158,992 
TOTAL ASSETS     104,207,190      104,366,182      158,992 
                      
LIABILITIES
AND SHAREHOLDERS’ EQUITY (DEFICIT)                     
Accumulated deficit     (12,339,444)     (12,329,140)     10,304 
TOTAL LIABILITIES
AND SHAREHOLDERS’ EQUITY (DEFICIT)     104,355,878      104,366,182      10,304 
 
Unaudited Condensed Consolidated
Statements of Comprehensive Income (Loss) for the six months ended June 30, 2022

 

   

As Computed
under the
practical
expedient    

As Reported
under the new

accounting
method    

Effect of
change  

Sales
and marketing expenses     (1,992,817)     (1,982,513)     10,304 
Total operating
expenses     (7,374,459)     (7,364,155)     10,304 
Net income
(loss) attributable to KE Holdings Inc.’s ordinary shareholders     (2,496,598)     (2,486,294)     10,304 
Net income
(loss) per share attributable to ordinary shareholders                     
– Basic     (0.70)     (0.70)     – 
– Diluted     (0.70)     (0.70)     – 
 

3. SEGMENT
INFORMATION
 

(a) Description of segments
 

The Group’s organizational structure
is based on a number of factors that the chief operating decision maker (the “CODM”) uses to evaluate,
view and run its business
 operations which include, but are not limited to, customer base, homogeneity of services and technology. The
Group’s operating
 segments are based on this organizational structure and information reviewed by the Group’s CODM to evaluate the
operating segment
results.

 
As a result of the acquisition of
 Shengdu, which was closed on April  20, 2022, the Group updated its internal organizational structure
resulting in four segments,
which were existing home transaction services, new home transaction services, home renovation and furnishing,
and emerging and other
services. In the second quarter of 2022, the Group updated the financial measures provided to the CODM.
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These changes in segment reporting
align with the manner in which the Group’s CODM currently receives and uses financial information to
allocate resources and evaluate
 the performance of reporting segments. These changes in segment presentation do not affect unaudited
condensed consolidated balance sheets,
unaudited condensed consolidated statements of comprehensive income (loss) or unaudited condensed
consolidated statements of cash flows.
The Group retrospectively revised prior period segment information, to conform to current period
presentation.

  
The Group now operates its businesses
in four segments: existing home transaction services, new home transaction services, home renovation
and furnishing, and emerging and
other services. The following summary describes the operations in each of the Group’s reportable segment:

 
(1) Existing home transaction services: The
existing home transaction segment provides services in existing home market include i) agency

services to sales or leases of existing homes, either through acting as the principal agent
or a participating agent in collaboration with the
principal agents; ii) platform and franchise
services to brokerage firms on Beike platform who provide agency services in existing
home
market; iii) Other transaction services, such as transaction closing service through
the Group’s transaction center.

 
(2) New home transaction services: The new
 home transaction business segment provides new home transaction services in new home

market.
New home transaction services refer to agency services provided to real estate developers
to facilitate sales of new properties
developed by the real estate developers to property
buyers. The Group signs the new home transaction services contracts with the sales
companies
of the developers and then mobilizes all agents registered with the platform to fulfil such
contracts.

 
(3) Home renovation and furnishing: The home
renovation and furnishing business segment provides a one-stop solution to give housing

customers
access to a comprehensive range of home renovation and furnishing, ranging from interior
design, renovation, re-modeling,
furnishing, supplies, to after-sales maintenance and repair.

 
(4) Emerging and other services: Emerging
and other services include financial service business and other newly developed businesses.

 
Material costs, commission and compensation
costs include material costs related to home renovation and furnishing and compensation to
agents, sales professionals or renovation
workers who are the Group’s employees or contractors as well as split commission to brokerage
firms who signs channel sale agency
service agreements with the Group.

 
Commission and compensation costs
 in existing home market are mainly to those who are the Group’s employees or contractors.
Commissions and compensation costs in
new home market are mainly to brokerage firms who sign channel sale agency service agreements
with the Group. Commission and compensation
costs in home renovation and furnishing market are mainly to renovation workers who are the
Group’s employees or contractors. Material
 costs in home renovation and furnishing market are mainly to suppliers according to
corresponding contracts.
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(b) Segments data

 
The following tables present summary
information by segment, with prior period segment information retrospectively recast to conform to
current period presentation:

 
    For
the Six Months Ended June 30, 
    2022     2021  
    RMB     RMB  
Net revenues:              
Existing
home transaction services     11,686,265      19,824,630 
New home transaction
services     12,576,293      23,814,158 
Home renovation
and furnishing     1,106,916      79,705 
Emerging
and other services     955,583      1,152,085 
               
Total     26,325,057      44,870,578 
               
Material costs,
commission and compensation costs:              
Existing home transaction
services     (7,331,729)     (11,763,191)
New home transaction
services     (9,925,142)     (19,306,429)
Home renovation
and furnishing     (791,046)     (74,735)
Emerging
and other services     (529,858)     (149,529)
               
Total     (18,577,775)     (31,293,884)
               
Contribution:              
Existing home transaction
services     4,354,536      8,061,439 
New home transaction
services     2,651,151      4,507,729 
Home renovation
and furnishing     315,870      4,970 
Emerging
and other services     425,725      1,002,556 
               
Total     7,747,282      13,576,694 
 
As substantially all of the Group’s
long-lived assets are located in the PRC and substantially all of the Group’s revenue of reportable segments
are derived from China
 based on the geographical locations where services and products are provided to customers, no geographical
information is presented.
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4. ACCOUNTS
RECEIVABLE AND CONTRACT ASSETS, NET
 

Accounts receivable, net consists of
the following:
 

   
As of 

June 30,    
As of

December 31,  
    2022     2021  
    RMB     RMB  

New home transaction services     7,186,656      11,026,647 
Existing home transaction services     468,119      365,961 
Home renovation and furnishing     57,877      127 
Emerging and other services     120,582      83,488 
               
Accounts receivable     7,833,234      11,476,223 
Allowance for credit losses     (2,292,352)     (2,151,271)
               
Accounts receivable, net     5,540,882      9,324,952 
 
The contract assets are mainly related
to the Group’s renovation business. The Group’s timing of revenue recognition may differ from the timing
of invoicing to
customers. The Group’s contract assets represent the amount of contract revenue recognized but not yet billed pursuant to contract
terms.

 
Contract assets, net consists of the
following:

 

   
As of 

June 30,    
As of 

December 31,  
    2022     2021  
    RMB     RMB  

Contract
assets – gross     179,092      – 
Allowance
for credit losses     (24,842)     – 
               
Contract
assets, net     154,250      – 
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    For
the Six Months Ended June 30, 
    2022     2021  
    RMB     RMB  

Balance at the beginning of the period     (2,151,271)     (1,122,218)
Additions     (170,832)     (249,893)
Write-offs     29,751      103,317 
               
Balance at the end of the period     (2,292,352)     (1,268,794)

   
As of 

June 30,    
As of

December 31,  
    2022     2021  
    RMB     RMB  

– Up to 3 months     2,823,096      5,945,790 
– 3 months to 1 year     3,006,415      4,124,218 
– over 1 year     2,003,723      1,406,215 
               
Accounts receivable     7,833,234      11,476,223 
Less: allowance for credit losses     (2,292,352)     (2,151,271)
               
Accounts receivable, net     5,540,882      9,324,952 

 

 
 
The movements in the allowance for
credit losses of accounts receivable were as follows:

 

 
The Group usually allows a credit period
within 90 days to its customers. Ageing analysis of accounts receivable based on the date of delivery of
service to customers is as follows:

 

 
5.            TAXATION
 

For interim financial reporting, the
Group estimates the annual tax rate based on projected taxable income for the full year and records a quarterly
income tax provision
in accordance with the guidance on accounting for income taxes in an interim period.

 
As the year progresses, the Group refines
 the estimates of the year’s taxable income as new information becomes available. This continual
estimation process often results
 in a change to the expected effective tax rate for the year. When this occurs, the Group adjusts the income tax
provision during the
quarter in which the change in estimate occurs so that the year-to-date provision reflects the expected annual tax rate.
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    For
the Six Months Ended June 30, 
    2022     2021  
    RMB     RMB  

Income (loss) before income tax expense              
Income/(loss) from China operations     (750,847)     3,778,851 
Loss from non-China operations     (1,115,240)     (411,969)
               
Total income (loss) before income
tax expense     (1,866,087)     3,366,882 

    For
the Six Months Ended June 30,  
    2022     2021  
    RMB     RMB  

    (in thousands, except for tax rate)  
Income (loss) before income tax expense     (1,866,087)     3,366,882 
Income tax expense     619,255      1,192,509 
Effective tax rate     (33.2)%    35.4%

 

 
The components of income (loss) before
tax for the six months ended June 30, 2022 and 2021, are as follows:

 

 
The following table summarizes the
Group’ income tax expenses and effective tax rates for the six months ended June 30, 2022 and 2021:

 

 
During the six months ended June  30,
 2022, the income tax expense was primarily driven by current tax on earnings of certain major China
operations.

 
As of June 30, 2022 and December 31,
2021, net deferred tax liability was RMB293.2 million and RMB22.9 million, the increase of net deferred
tax liability was primarily related
to the assets and liabilities remeasurement in Shengdu acquisition.

 
As of June  30, 2022 and December  31,
 2021, net deferred tax assets were RMB935.5 million and RMB1,060.1 million, the decrease of net
deferred tax assets was due to valuation
allowance against certain deferred tax assets, which caused by uncertainty about ability to generate future
income in relevant operations.
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As
of

June 30,    
As of 

December 31,  
    2022     2021  
    RMB     RMB  

Payable related to new home transaction business     4,244,465      5,248,897 
Payable for home renovation materials and construction costs     588,307      – 
Payable for advertising fees     188,250      194,546 
Payable for internet service fees     94,915      111,694 
Payable for leasehold improvements     91,702      183,997 
Others     277,856      269,631 
               
Total     5,485,495      6,008,765 

   
As
of

June 30,    
As of 

December 31,  
    2022     2021  
    RMB     RMB  

Within 3 months     4,836,958      5,728,257 
Between 3 months and 1 year     380,862      133,745 
More than 1 year     267,675      146,763 
 

             

Total     5,485,495      6,008,765 

 

 
6.            ACCOUNTS
PAYABLE
 

 
An ageing analysis of the trade payable
as at June 30, 2022 and December 31, 2021, based on the invoice date, is as follow:

 

 

36



    For
the Six Months Ended June 30, 
    2022     2021  

   
 

   
 

 

   
(RMB
in thousands, except for

share
and per share data)  
Numerator:              
Net income (loss) attributable to
KE Holdings Inc.     (2,486,294)     2,170,473 
               
Net income (loss) attributable to
KE Holdings Inc.’s ordinary shareholders     (2,486,294)     2,170,473 

    For
the Six Months Ended June 30, 
    2022     2021  

   
 

   
 

 

   
(RMB
in thousands, except for

share
and per share data)  
Denominator:              
Denominator for basic net income (loss) per share-weighted
average ordinary shares outstanding     3,569,657,105      3,521,948,998 
Adjustments for dilutive share options     –      68,467,706 
Denominator for diluted net income (loss) per share-weighted
average ordinary shares outstanding     3,569,657,105      3,590,416,704 
Net income (loss) per share attributable to ordinary
shareholders:              
– Basic     (0.70)     0.62 
– Diluted     (0.70)     0.60 

 

 
7.            NET
INCOME (LOSS) PER SHARE
 

Basic net income (loss) per share is
the amount of net income (loss) attributable to each share of ordinary shares outstanding during the reporting
period. Diluted net income
(loss) per share is the amount of net income (loss) attributable to each share of ordinary shares outstanding during the
reporting period
adjusted to include the effect of potentially dilutive ordinary shares. 7,924,221 non-vested restricted shares on a weighted average
basis were excluded from the calculation of diluted net loss per share for the six months ended June 30, 2022 because of their anti-dilutive
effect.

 
The following table sets forth the
computation of basic and diluted net income (loss) per share for the periods indicated:

  

 

 
8.            DIVIDENDS
 

No dividend was declared by the Company
during the six months ended June 30, 2022 and 2021.
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9.            BUSINESS
COMBINATIONS
 

(a) Shengdu acquisition
 

Founded in 2002 and headquartered
in Hangzhou, Shengdu is a full-service home renovation service provider in China.
 

The Group entered into a definitive
 agreement with Shengdu, pursuant to which the Group agreed to acquire 100% equity interests in
Shengdu from its existing shareholders,
for a total consideration capped at RMB8 billion consisting of cash and restricted shares, subject to a
staggered acquisition arrangement
and customary closing conditions, including regulatory approvals. The Group has purchased 6% and 43%
of Shengdu’s equity interests
with preference rights in December 2021 and January 2022 with consideration amount to RMB480 million and
RMB3,440 million in
cash, respectively. The Group used measurement alternative to account for the investments. The Group accounted for its
obligation to
purchase the remaining equity interest of Shengdu when and if certain customary closing conditions are satisfied as a forward
contract,
which is classified as an asset or liability and measured at fair value, with changes in fair value reported in earnings.

 
Pursuant to the original term of the
definitive agreement signed on July 4, 2021, the group agreed to acquire the remaing 51% equity interest
in Shengdu for a total
consideration at RMB4,080 million in form of restricted shares, from Shengdu’s selling shareholders. The restricted
shares would
be settled at an issuance price based on the weighted average closing prices of the Company’s ADSs for 30 consecutive trading
days
 before the closing of the Shengdu acquisition. Due to the valuation adjustment of China based companies in March  2022, the
management
of the Group renegotiated the consideration with Shengdu. On March 31, 2022, the management of the Group, Shengdu and
Shengdu’s
 selling shareholders agreed to enter into an amended share purchase agreement, in which the Group would acquire Shengdu’s
remaining
 51% equity interest by issuing 44,315,854 restricted Class  A Ordinary Shares to the selling shareholders of Shengdu as the
consideration.
Before and after the amendment, the restricted shares issued to the selling shareholders who are key employee of Shengdu are
subject
to a 3 years’ service period. That is, if the selling shareholders left the Company within 3 years after the closing of the acquisition,
the
Group has the option to purchase the unvested restricted shares held by the selling shareholder without consideration. As such, the
restrict
shares issued are accounted for as post-combination compensation cost but not included in the purchase price.

 
On April  20, 2022, the Group
 issued 44,315,854 restricted Class A Ordinary Shares to the Shengdu’s selling shareholders and acquired
Shengdu’s remaining
51% equity interest on April 20, 2022. As a result, the 100% equity interest of Shengdu was acquired by the Group. The
Group began
to consolidate its financial statements following the completion of the transaction. At the acquisition date, the Group remeasured
the
investment on the acquired 49% equity interest of Shengdu to the fair value of RMB2,489.2 million and the forward to the fair value of
RMB1,374.1 million. During the six months ended June 30, 2022, RMB57 million loss was recorded in “Fair value changes in investments,
net” in the unaudited condensed consolidated statements of comprehensive income (loss).

 
The acquisition was structured as
a merger in which Shengdu became a wholly owned subsidiary of the Company. Shengdu’s businesses have
been added to the home renovation
and furnishing segment. The acquisition enables the Group to realize the strategic synergies across the
industry chain, and further strengthen
 the Group’s capabilities in providing better home renovation and furnishing services to satisfy the
evolving needs of housing customers.
Acquisition related costs incurred were not material.
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    Amounts  
    RMB  
Cash
and cash equivalents     437,658 
Restricted Cash     2,106 
Short term investments     1,004,314 
Accounts receivable
and contract assets, net     179,804 
Prepayments, receivables
and other assets     404,196 
Property, plant
and equipment, net     332,923 
Right-of-use assets     530,653 
Long-term investments,
net     45,661 
Intangible assets,
net     1,050,523 
Deferred tax assets     40,592 
Goodwill     3,060,775 
Accounts payable     (551,299)
Salary and welfare
payable     (487,205)
Income taxes payable     (16,388)
Lease liabilities
current portion     (83,115)
Contract Liability     (1,126,951)
Accrued expenses
and other current liabilities     (330,900)
Lease liabilities
non-current portion     (359,763)
Deferred
tax liabilities     (270,244)
 

      

Total     3,863,340 
        
Total purchase
price is comprised of:       
Cash consideration     3,920,000 
Forward
loss     (56,660)
        
Total     3,863,340 

 

 
The following table presents the determination
 of the fair value of identifiable assets acquired and liabilities assumed from the Group’s
acquisition of Shengdu. Fair value estimates
 are based on a complex series of judgments about future events and uncertainties and rely
heavily on estimates and assumptions. The judgments
used to determine the estimated fair value assigned to each class of assets acquired and
liabilities assumed, as well as asset lives,
can materially impact the Company’s results of operations.

 

 
Cash used for the acquisition of businesses,
net of cash acquired as reported in the Consolidated Statement of Cash Flows for the six months
ended June 30, 2022 was RMB3,362.3
million and the RMB120.0 million consideration of cash relating to this staggered acquisition paid in
prior years.

 
In connection with the Shengdu transaction,
 the Company recorded goodwill of RMB3,060.8 million, which is attributable primarily to
expected synergies, expanded market opportunities,
and other expected benefits that the Company believes it will result from combining its
operations with the operations of Shengdu. The
incremental goodwill created as a result of the acquisition is not deductible for tax purposes.
Goodwill has been allocated to the home
renovation and furnishing segment.
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Estimated
Fair
Value    

Estimated
Useful
Life  

     
RMB
in

thousands       In
years  
Trademark     1,049,500      10 

    For
the six months ended June 30, 
    2022     2021  
    RMB     RMB  
Net
Revenue     27,501,756      46,518,666 
Net Income (Loss)     (2,657,877)     2,046,385 

 

 
The total revenue and net loss from
Shengdu that are included in the Group’s unaudited condensed consolidated statement of comprehensive
income(loss) for the six months
ended June 30, 2022 were RMB902.1 million and RMB37.0 million, respectively.

 
The purchase price allocation to identifiable
intangible assets acquired is as follows:

 

 
Trademark acquired are amortized using
a straight-line method that reflects the pattern in which economic benefits of the intangible assets are
consumed.

 
The following unaudited pro forma
consolidated financial information reflects the combined results of operations of the Group and Shengdu
for the six months ended June 30,
2022, as if the acquisition of Shengdu had occurred on January 1, 2021, and after giving effect to purchase
accounting adjustments.
These pro forma results have been prepared for comparative purposes only and do not purport to be indicative of
what operating results
would have been had the acquisition actually taken place as of the beginning of the periods presented and may not be
indicative of future
operating results.

 

 
The pro forma net loss for the periods
presented includes RMB39.4 million for the amortization of identifiable intangible asset net of tax for
each period. The relevant tax
impact was determined using the actual effective income tax rate of Shengdu for each presented period.

 
(b) Other acquisitions

 
During the six months ended June  30,
 2022, the Group also acquired several small real estate agency companies in several cities which
primarily operated existing home transaction
services and new home transaction services in the PRC, and one home renovation company. All
these acquisitions individually and in aggregate
were not material.
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    For
the Six Months Ended June 30, 2022  

   

Amounts
as
reported

under
U.S.
GAAP     IFRS
adjustments    

Amounts
as
reported

under
IFRS  

         

Preferred
Shares

(note
(i))    

Provision
for
credit

losses
(note
(ii))    

Lease
accounting
(note
(iii))    

Share-based
compensation

(note
(iv))    

Issuance
costs
in

relation
to
the
IPO

(note
(v))    

Investments
measured
at

fair
value
(note
(vi))        

    RMB     RMB     RMB     RMB     RMB     RMB     RMB     RMB  
Cost
of revenues     (21,396,865)     –      (1,324)     123,201      (58,254)     –      –      (21,333,242)
Sales
and marketing

expenses     (1,982,513)     –      –      5,227      (73,118)     –      –      (2,050,404)
General
and

administrative
expenses     (3,777,808)     –      –      16,968      (166,274)     24,810      –      (3,902,304)

Research
and
development expenses     (1,527,590)     –      –      –      1,060      –      –      (1,526,530)

Interest
income, net     273,454      –      –      (140,489)     –      –      –      132,965 
Fair
value changes of

convertible
redeemable preferred
shares     (339,952)     –      –      –      –      –      (19,229)     (359,181)

Impairment
loss for
equity investments
accounted for using
measurement
alternative     (251,002)     –      –      –      –      –      26,237      (224,765)

Other
income, net     896,648      –      –      –      –      –      (115)     896,533 
                                                         
Income
(loss) before

income tax expense     (1,866,087)     –      (1,324)     4,907      (296,586)     24,810      6,893      (2,127,387)
                                                         
Income
tax expense     (619,255)     –      –      (10,205)     –      –      –      (629,460)
                                                         
Net
income (loss)     (2,485,342)     –      (1,324)     (5,298)     (296,586)     24,810      6,893      (2,756,847)
                                                         
Net
income (loss)

attributable to KE
Holdings Inc.     (2,486,294)     –      (1,324)     (5,298)     (296,586)     24,810      6,893      (2,757,799)

                                                         
Net
income (loss)

attributable to KE
Holdings Inc.’s
ordinary
shareholders     (2,486,294)     –      (1,324)     (5,298)     (296,586)     24,810      6,893      (2,757,799)

 

 
10. RECONCILIATION
BETWEEN U.S. GAAP AND INTERNATIONAL FINANCIAL REPORTING STANDARDS
 

The unaudited condensed consolidated
 financial statements are prepared in accordance with U.S. GAAP, which differ in certain respects from
International Financial Reporting
 Standards (“IFRS”). The effects of material differences between the Historical Financial Information of the
Group prepared
under U.S. GAAP and IFRS are as follows:

 
Unaudited condensed consolidated
statements of comprehensive income (loss) data
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    For the Six Months Ended June 30, 2021  

   

Amounts
as
reported under

U.S. GAAP     IFRS
adjustments    

Amounts
as
reported under

IFRS  

         

Preferred
Shares

(note (i))    

Provision
for 
credit losses

(note (ii))    

Lease
accounting
(note (iii))    

Share-based
compensation

(note (iv))    

Issuance
costs
in relation to

the IPO
(note (v))    

Investments
measured at

fair value
(note (vi))        

    RMB     RMB     RMB     RMB     RMB     RMB     RMB     RMB  
Cost of revenues    (34,721,056)     –      (17,028)     130,432      (84,836)     –      –      (34,692,488)
Sales and marketing
expenses    (2,297,778)     –      –      –      4,226      –      –      (2,293,552)
General and administrative
expenses    (4,309,749)     –      –      (754)     6,954      –      –      (4,303,549)
Research
and development expenses    (1,412,964)     –      –      –      (127,183)     –      –      (1,540,147)
Interest
income, net    150,764      –      –      (155,318)     –      –      –      (4,554)
                                                        
Income
(loss) before income tax expense    3,366,882      –      (17,028)     (25,640)     (200,839)     –      –      3,123,375 
                                                        
Income tax expense    (1,192,509)     –      –      –      –      –      –      (1,192,509)
Net income (loss)    2,174,373      –      (17,028)     (25,640)     (200,839)     –      –      1,930,866 
Net
income (loss) attributable to KE Holdings Inc.   2,170,473      –      (17,028)     (25,640)     (200,839)     –      –      1,926,966 
                                                        
Net
income (loss) attributable to KE Holdings

Inc.’s ordinary shareholders    2,170,473      –      (17,028)     (25,640)     (200,839)     –      –      1,926,966 
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Unaudited
condensed consolidated balance sheets data
  
    As
of June 30, 2022  

   

Amounts
as
reported under

U.S. GAAP     IFRS
adjustments    

Amounts
as
reported

under IFRS  

         

Preferred
Shares

(note (i))    

Provision
for
credit losses

(note (ii))    

Lease
accounting
(note (iii))    

Share-based
compensation

(note (iv))    

Issuance
costs in 

relation to
the IPO

(note (v))    

Investments
measured at

fair value
(note (vi))        

    RMB     RMB     RMB     RMB     RMB     RMB     RMB     RMB  
Short-term
financing receivables, net of

allowance for credit losses    515,104      –      2,202      –      –      –      –      517,306 
Prepayments,
receivables and other assets    3,741,472      –      –      –      –      –      –      3,741,472 
Right-of-use
assets    8,585,427      –      –      (180,435)     –      –      –      8,404,992 
Long-term
investments, net    25,328,412      –      –      –      –      –      6,893      25,335,305 
Other
non-current assets    1,015,758      –      (7,924)     21,370      –      –      –      1,029,204 
                                                        
Total
assets    104,366,182      –      (5,722)     (159,065)     –      –      6,893      104,208,288 
                                                        
Accrued
expenses and other current liabilities   3,561,129      –      (28,225)     –      –      –      –      3,532,904 
                                                        
Total
liabilities    37,710,696      –      (28,225)     –      –      –      –      37,682,471 
                                                        
Additional
paid-in capital    79,929,628      29,811,702      –      –      791,011      45,338      –      110,577,679 
Accumulated
other comprehensive loss    (1,550,221)     241,343      –      –      –      –      –      (1,308,878)
Accumulated
deficit    (12,329,140)     (30,053,045)     22,503      (159,065)     (791,011)     (45,338)     6,893      (43,348,203)
                                                        
Total
shareholders’ equity    66,655,486      –      22,503      (159,065)     –      –      6,893      66,525,817 
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    As
of December 31, 2021  

   

Amounts
as 
reported
under 

U.S. GAAP     IFRS
adjustments    

Amounts
as 
reported 

under IFRS  

         

Preferred

Shares 

(note (i))    

Provision

for credit 

losses 
(note (ii))    

Lease

accounting 
(note (iii))    

Share-based

compensation 

(note (iv))    

Issuance
costs
in relation 
to the IPO 
(note (v))    

Investments

measured 

at fair value 
(note (vi))        

    RMB     RMB     RMB     RMB     RMB     RMB     RMB     RMB  
Short-term
financing receivables, net

of allowance for credit losses     702,452      –      55      –      –      –      –      702,507 
Prepayments,
receivables and other

assets     3,129,950      –      –      –      –      (24,810)     –      3,105,140 
Right-of-use
assets     7,244,211      –      –      (185,342)     –      –      –      7,058,869 
Other
non-current assets     1,181,421      –      (7,924)     31,575      –      –      –      1,205,072 
                                                         
Total
assets     100,318,865      –      (7,869)     (153,767)     –      (24,810)     –      100,132,419 
                                                         
Accrued
expenses and other current
liabilities     3,451,197      –      (31,696)     –      –      –      –      3,419,501 
                                                         
Total
liabilities     33,263,372      –      (31,696)     –      –      –      –      33,231,676 
                                                         
Additional
paid-in capital     78,972,169      29,811,702      –      –      494,425      45,338      –      109,323,634 
Accumulated
other comprehensive

loss     (2,639,723)     241,343      –      –      –      –      –      (2,398,380)
Accumulated
deficit     (9,842,846)     (30,053,045)     23,827      (153,767)     (494,425)     (70,148)     –      (40,590,404)
                                                         
Total
shareholders’ equity     67,055,493      –      23,827      (153,767)     –      (24,810)     –      66,900,743 

 
Notes:
 
(i) Preferred shares
 

Under U.S. GAAP, the Company classified
 the Preferred Shares as mezzanine equity in the consolidated balance sheets because they were
redeemable at the holders’ option
upon the occurrence of certain deemed liquidation events and certain events outside of the Company’s control.
The Preferred Shares
are recorded initially at fair value, net of issuance costs. The Company recognized accretion to the respective redemption
value of the
Preferred Shares over the period starting from issuance date to the earliest redemption date.

 
Under IFRS, certain redemption triggering
events of the Preferred Shares are outside of the Company’s control. In addition, the holders of the
Preferred Shares are entitled
to convert the Preferred Shares into a variable number of the Company’s ordinary shares upon occurrence of certain
events. Accordingly,
the Preferred Shares are regarded as a hybrid instruments consisting of a host debt instrument and a conversion option as a
derivative.
The Company designated the entire Preferred Shares as financial liabilities at fair value through profit or loss such that the Preferred
Shares are initially recognized at fair value, while changes in the fair value due to own credit risk of Preferred Shares shall be presented
in other
comprehensive income separately.
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(ii) Provision for credit losses
 

1) Under U.S. GAAP, the Group has adopted
ASC Topic 326 starting from January 1, 2020. For instruments in the scope of the general CECL
model, lifetime expected credit losses
are recorded upon initial recognition of the instrument as an allowance for loan losses. Under IFRS, the
Group has adopted IFRS 9 starting
from January 1, 2018. Upon initial recognition, only the portion of lifetime expected credit loss (“ECL”) that
results
from default events that are possible within 12 months after the reporting date is recorded (“stage 1”). Lifetime expected
credit losses are
subsequently recorded only if there is a significant increase in the credit risk of the asset (“stage 2”).
 Once there is objective evidence of
impairment (“stage 3”), lifetime ECL continues to be recognized, but interest revenue
is calculated on the net carrying amount (that is, amortized
cost net of the credit allowance). Accordingly, the reconciliation includes
a difference in the credit losses for financing receivables between IFRS 9
and ASC 326.

 
2) Under U.S. GAAP, for guarantees
that are within the scope of ASC 326-20, the expected credit losses are measured and accounted for without
regard to the initial fair
value of the guarantee. Therefore, as described in ASC 460, the Group should record both a guarantee obligation and an
allowance for
 credit losses (calculated using the CECL impairment model) for financial guarantees in the scope of ASC 326. Under IFRS,
according to
IFRS 9, after initial recognition, the Group subsequently measures the financial guarantees at the higher of (1) the amount of the
loss
allowance and (2)  the amount initially recognized less, when appropriate, the cumulative amount of income recognized in accordance
with the
principles of IFRS 15. Accordingly, the reconciliation includes a difference in financial guarantee to reduce the liabilities
recorded.

 
(iii) Lease accounting
 

Under U.S. GAAP, for operating leases,
the amortization of the right-of-use assets and interest expense related to the lease liabilities are recorded
together as lease expense
 to produce a straight-line recognition effect in the income statement. Operating lease expense is recorded in a single
financial statement
line item on a straight-line basis over the lease term, there is no amount recorded as interest expense, and the “interest”
amount
is used to accrete the lease liability and to amortize the right-of-use asset.

 
Under IFRS, lessees account for all
 leases like finance leases in ASC 842. The right-of-use asset is amortized to amortization expense on a
straight-line basis, while the
interest expense is recorded in connection with the lease liabilities on the basis that the lease liabilities are measured
at amortized
cost. Amortization and interest expense are required to be presented in separate line items by the lessee.

 
(iv) Share-based compensation
 

1) Awards with
performance targets met after the service period
 

Under U.S. GAAP, a performance target
 that may be met after the requisite service period is complete, such as the fulfilment of a
qualified successful IPO, is a performance
 vesting condition. The fair value of the award should not incorporate the probability of a
performance condition vesting, but rather
 should be recognized only if the performance condition is probable of being achieved. The
cumulative share-based compensation expenses
 for the share options that have satisfied the service condition were recorded in
August  2020. Under IFRS, a performance target that
 may be met after the requisite service period is a non-vesting condition and is
reflected in the measurement of the grant date fair value
of an award, and share-based compensation expenses for the share options were
recognized during the requisite service period based on
the service conditions. Thus, share-based compensation expenses were recorded
earlier under IFRS than under U.S. GAAP.
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2) Attribution
– awards with graded-vesting features

 
For the options and RSUs granted to employees
with service condition only, the share-based compensation expenses were recognized
over the vesting period using straight-line method
under U.S. GAAP. While under IFRS, the graded vesting method must be applied.

 
3) Accounting
for forfeitures of share-based awards

 
Under U.S. GAAP, companies make an entity-wide
 accounting policy election to account for award forfeitures as they occur or by
estimating expected forfeitures as compensation cost
is recognized, and the Group has chosen to account for forfeitures when they occur.
Under IFRS, a similar policy election won’t
be allowed, forfeitures must be estimated.

 
(v) Issuance costs in relation to the IPO
 

Under U.S. GAAP, specific incremental
 issuance costs directly attributable to a proposed or actual offering of securities may be deferred and
charged against the gross proceeds
of the offering, shown in equity as a deduction from the proceeds.

 
Under IFRS, such issuance costs apply
different criteria for capitalization when the listing involves both existing shares and a concurrent issuance
of new shares of the Company
 in the capital market, and were allocated proportionately between the existing and new shares. As a result, the
Group recorded issuance
costs associated with the listing of existing shares in the profit or loss.

 
(vi) Investments measured at fair value
 

Under U.S. GAAP, the investment without
 readily determinable fair values could elect an accounting policy choice. The Group elects the
measurement alternative to record these
equity investments without readily determinable fair values at cost, less impairment, and plus or minus
subsequent adjustments for observable
price changes.

 
Under IFRS, these investments were
classified as financial assets at fair value through profit or loss and measured at fair value with changes in fair
value recognized
through profit or loss. Fair value changes of these long-term investments were recognized in the profit or loss.
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