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Bold transformation

Following its big strategic shift in 2012, the company is now the
largest Hong Kong-listed office landlord in Beijing and Shanghai
It has completed some 0.84m sq m of commercial property;
another 0.96m sq m is scheduled to be completed in 2015-18

It posted gross rental income of CNY424m for 2014; long-term
target of CNY4bn. DPS maintained at CNY0.25/share since 2011
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m Background

Soho China reported its 2014 results
on 6 March. In this report we
include a post-results Q&A with
management, and illustrate in charts
and tables how the company has
adapted to the changing landscape
of China property in recent years,
and how it is faring after switching
its business model from developing
commercial property into being an
office landlord.

m Highlights

Early entrant to China
property. Set up in 1995, Soho
China was one of the first companies
to establish a presence in the China
Property Sector. In its early years,
the company focused on building
office property for sale on a strata-
title basis to wealthy investors in
China.

Listed during China property
boom. Soho China raised USD1.9bn
in its IPO and was listed on the
Hong Kong Stock Exchange on 8
October 2007, ie, several months
before the 2008 downturn in the
China Property Sector that led to big
deratings for the sector’s major
stocks. Soho China used its IPO
proceeds to acquire prime
commercial sites in Beijing and
Shanghai over 2008-12.

Big transition. In 2012, Soho
China announced a transformation
of its business model and set itself
the goal of becoming a developer
and manager of prime office
property in Beijing and Shanghai.
Three years on, the company has
1.8m sq m attributable GFA of
commercial property (0.84m sq m
completed, 0.96m sq m under
construction) and a long-term gross
rental income target of CNY4bn. It
reported 2014 gross rental income of
CNY424m, a 51.7% increase from
CNY279m in 2013.

Largest Hong Kong-listed office
landlord in Shanghai and
Beijing by GFA. We estimate Soho
China’s 1.8m sg m of attributable
GFA is about three times the size of
Hongkong Land’s Central portfolio.
According to the company, it is the
largest Hong Kong-listed prime
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Target (HKD): n.a.
Up/downside: -
13 Mar price (HKD): 5.13

B Not Rated

office landlord in Beijing and
Shanghai in terms of GFA.

Stable DPS over past 5 years.
Soho China has focused on
maintaining the absolute DPS paid
to shareholders. Despite the
fluctuations in its reported profits
for 2010-14, Soho China has kept its
DPS for the same period at
CNYO0.25/share. At the current share
price, the payout translates to a
dividend yield of 6%.

m Valuation

Based on Bloomberg consensus
forecasts, the stock is trading at a
2015E PER of 5.4x, compared with a
sector average of 7x. On the same
basis, it is trading in the middle of
its forward PER range of 2.1-8.5x for
2009-14.

Share price performance
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2014 results highlights

Revenue declined by 58% YoY to CNY6bn, due mainly
to a 61% YoY reduction in property sales. Nevertheless,
rental income growth was on track relative to prior
guidance, rising by 52% YoY to CNY424m.

Accordingly, gross profit and core net profit dropped
by 62% YoY and 60% YoY to CNY3bn and CNY1.8bn,
respectively. The gross profit margin came in at 50%
and the net profit margin at 29%, which compare
favourably with industry norms.

Net gearing was 20% at end-2014 (vs. 17% at end-2013)
and the effective interest rate was 5.7%. According to
management, cash on hand of over CNY13bn should be
sufficient to fund the CNY8bn in capex needed to
complete all investment properties under construction
in 2015-18.

In 2H14, the company launched Soho 3Q, its new
business model targeting cost-conscious small
companies. The rent is set at CNY1,000/week/desk,
and Soho expects to expand to 8,000 desks by the end
of 2015 (1,500 desks/seats currently).

Management’s outlook for 2015

For 2015, management expects most of the revenue to
come from rental income from existing offices, which
in total have a leasable GFA of about 0.8m sq m,
located in Beijing and Shanghai.

According to management, rental increases in 2015
should be driven by the 4 projects completed in 2H14
in Beijing and Shanghai, which together comprise
about 0.44m sq m of leasable GFA.

Management said there will be no properties ready for
sale in 2015 and it has no plans to dispose of any
projects this year.

The company expects its remaining investment
properties to be fully completed by end-2018 and its
total leasable GFA to be 1.8m sq m by then.

Soho plans to focus on domestic companies as its main
tenants, instead of foreign companies, as domestic
companies are the main drivers of China’s office
market.
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Post-results briefing: Q&A

From Soho China’s 2014 post-results meeting, here are
some of the questions attendees put to management,
along with the company’s answers:

1. How was the company’s cash flow
management in 20147

e The major cash inflow items were the disposal of 3
projects in Shanghai for CNY8bn, and the sale of
other development projects for CNY3bn. The major
cash outflow items were tax: CNY6.7bn, construction
costs: CNY3.3bn, and interest and other operating
costs: CNY1bn.

2. What's the company’s outlook for 2015
(including rental growth and the sales
pipeline)?

e 2014 was a tough year for the office market, even in
Beijing and Shanghai. Management believes
preleases could be tough to achieve, given the
market will have plenty of new supply in 2015.

e For Soho China, in Beijing, almost 100% of its new
tenants are Internet companies. In Shanghai, the
supply/demand dynamics are weaker than in the
capital city, as local governments are competing with
one another to lease office space while demand is not
too strong.

o Although management thinks the office market
could be tougher in 2015, reflecting a potential
further slowdown in GDP, it does not expect
considerable volatility in office rentals.

e Asthe company has not yet seen any decline in asset
values (or property prices), it is keeping cash on
hand now ahead of any decline in asset values that
might present a good buying opportunity. It will
focus in particular on the equity market.

o Since there are no potential M&A targets, it has not
budgeted any capex for new construction.

3. Can management give more details about
Soho 3Q?

e According to management, Soho 3Q, its new
business model under which a customer can rent a
small amount of office space and desk on a weekly
basis, is an exciting new product targeting cost-
conscious companies.

e With Soho 3Q, customers can rent a small space (ie,
aroom, a desk or even a chair) for
CNY1,000/week/desk, including the use of all the
equipment in the 3Q offices.
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¢ Management plans to expand Soho 3Q to 8,000
desks/seats in 10 office buildings in Beijing and
Shanghai by end-2015. It is also considering
expanding the concept to airports.

Each seat in the Soho 3Q offices takes up 10 sq m.
The company estimates its all-in cost at
CNY30,000/seat. One difference between Soho and
other industry peers is that Soho 3Q customers can
make online payments through a mobile application.

4. What's the reason for the decline in the
interest expenses capitalisation rate (from 91%
in 2013 to 76% in 2014)?

e The company underwent less construction work in
2014.

5. How does management view the existing
valuation of the current assets of Sky Soho?

The company sold half of the GFA at Sky Soho, an
office building completed in November 2014 and
located in Shanghai, to CTRIP and retains the other
half for leasing. The sale to CTRIP was for
CNY30,000/sg m, compared with a total cost of
around CNY15,000/sq m (CNY6,000/sq m land cost
+CNY9,000/sq m construction cost).

As for the leasable part, management thinks the key
aspect is to adjust the leasing prices and see how fast
it can lease out the GFA. It believes that in a market
with consistent supply, there would be no point in
offering prelease deals, as tenants want to see the
actual office before deciding whether to take it up.
The company tends to prefer standardised on-line
leasing contracts, which enable a 100% collection
rate every month and cut labour costs.

6. Does management have any plans for block
sales in 20157

¢ No.
7. Is the company sticking with its CNY4bn
rental income target for the long term?

e There are no changes. Management expects rentals
for its office buildings to pick up when the market
becomes more mature. It noted that there is always a
25-40% discount on rents when a building is first
leased. However, rents tend to correct from the
second round of leases.

8. What is management’s land acquisition
strategy? Any primary development plans?

e There are no plans for primary developments.
Management thinks costs in Beijing and Shanghai
are too high to purchase land. It would rather look at
the possibility of M&A of existing assets.

9. How does the leasing rate for Soho 3Q
compare with other leasing rates in similar
areas?

e The company uses the market spot rate for Soho 3Q,
with an estimated net profit margin of 15-20%.

10. How does management plan to fund
construction costs in the future?

e The company has plenty of cash currently. With the
cash inflow from operations, the company should
not have to dispose of any assets to fund 2015 capex.

11. What is the company’s dividend policy?

e The company plans to continue to pay a dividend. It
has kept its DPS unchanged at CNY0.25 over the
past 3 years. Based on its DPS of CNY0.25 for 2011-
2014 and its current share price of HKD5.1, the stock
offers a 6.1% yield. With a BVPS CNY7.57/share at
December 2014, the stock is now trading at an end-
2014 PBR of 0.5x, versus a past-5-year average PBR
of 0.9x.
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Charts and tables: historical indicators
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= Soho China: Sky Soho-- Shanghai (completed in November

2014)

Source: Company

Leasing

Total planned GFA leasable GFA Office Retail Hotel
Project Status Completion date City Interest (‘000sgm)  (‘000:sgm) (‘000sgm) (‘000sgm) (‘000sqm)
Qianmen Avenue Completed - Beijing 100% 54.7 54.691 54.691
Soho Century Plaza Completed - Shanghai 100% 59 42.954 42.522 0.432
Wangjing Soho Tower 3 Completed Sep-14 Beijing 100% 170 127.894 123.568 4.326
Guanghualu Soho Il Completed Nov-14 Beijing 100% 166 95.906 64.032 31.874
Sky Soho Completed Nov-14 Shanghai 100% 1715 128.128 102.964 25.164
Soho Fuxing Plaza Completed Sep-14 Shanghai 100% 137 88.328 57.039 31.289
Others Completed - Beijing/Shanghai 100% 80 62.349 23.888 38.461
Bund Soho Under development May-15 Shanghai 90% 130 75.475 51.615 23.86
Hongkou Soho Under development Aug-15 Shanghai 100% 96 65.069 60.729 434
Soho Tianshan Plaza Under development Nov-16 Shanghai 100% 170 111.684 72.643 15.139 23.902
Soho Leeza Under development Nov-18 Beijing 100% 170 124
Gubei Project Under development Dec-18 Shanghai 100% 150 105.476
8-1 project Joint-controlled Entity Dec-15 Shanghai 50% 213 145.485
Commune by the Great Wall Completed - Beijing 100% 30.714 30.714

Source: Company
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= Soho China: a leading landlord of prime office space in Beijing
and Shanghai
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= Soho China: dividend per share
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= Soho China: historical PER for the past 5 years
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= Soho China: estimated time schedule of completion of its
investment property assets
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= Soho China: book NAV per share
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= Soho China: historical dividend yield for the past 5 years m Soho China: share price since IPO
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m Soho China: operating KPIs
(CNYm) 2010 2011 2012 2013 2014
Revenue 18,215 5,685 16,143 14,621 6,098
Development sales 18,105 5,594 15,986 14,342 5,674
Rental 110 91 157 279 424
Gross profit 9,257 2,731 9,007 8,114 3,078
EBIT 8,724 6,452 18,321 11,789 6,311
Net profit 3,592 3,691 10,585 7,388 4,080
Selling exp./ revenue 3.0% 4.2% 2.0% 2.6% 3.3%
Admin exp./ revenue 1.1% 3.7% 1.6% 2.4% 4.6%
Gross profit margin (%) 50.8% 48.0% 55.8% 55.5% 50.5%
EBIT margin
Net profit margin (%) 19.7% 64.9% 65.6% 50.5% 66.9%
Net debt (7,107) (865) 942 6,545 7,823
Net gearing ratio (%) -36.9% -4.0% 3.1% 17.5% 19.9%
Book NAV/share 371 4.19 6.04 7.09 757
Contract sales area (sq.m) 394,990 183,827 185,079 75,876
Contract sales value (CNYm) 23,810 10,913 9,468 4,687
Contract ASP(CNY/sg.m) 59,824 58,649 50,531 60,835
Recognised sales area (sg.m) 409,106 100,315 236,848 261,637
Recognised sales value (CNYm) 18,215 5,685 15,305 14,621
Recognised ASP (CNY/sg.m) 44,524 56,670 66,639 54,527

Source: Company
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m Soho China: key income statement indicators

(CNYm) 2010 2011 2012 2013 2014
Property sales 18,105 5,594 15,986 14,342 5,674
Rental income 110 91 157 279 424
Total revenue 18,215 5,685 16,143 14,621 6,098
Gross profit 9,257 2,731 9,007 8,114 3,078
Gross profit margin (%) 51% 48% 56% 55% 50%
Selling and marketing expenses (547) (238) (327) (373) (200)
Administrative expenses (205) (211) (254) (348) (278)
Other gains/ expenses 219 4,169 9,895 4,396 3,711
EBIT 8,724 6,452 18,321 11,789 6,311
EBIT margin

Net interest income / (expenses) (68) 209 (126) 682 378
Share of profits from associates/ JCEs - - - - -
Profit before tax 8,656 6,661 18,195 12,470 6,689
Tax (4,928) (2,375) (7,548) (5,034) (2,538)
Profit after tax 3,727 4,285 10,647 7,436 4,151
Minority interests 135 594 62 48 72
Reported net profit 3,592 3,691 10,585 7,388 4,080
Underlying net profit 3,512 2,734 3,335 4,440 1,778
Net profit margin (%) 19% 48% 21% 30% 29%
Gross valuation gain/ (loss) 165 4,027 9,605 4,220 3,125
Tax and other adjustments (85) (3,070) (2,355) (1,272) (824)
Net property revaluation gain/ (loss) 80 957 7,250 2,948 2,302
EPS (CNY) 0.70 0.75 2.05 1.49 0.78
DPS (CNY) 0.26 0.25 0.25 0.25 0.25

Source: Company
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(CNYm) 2010 2011 2012 2013 2014
Cash on hand 17,725 14,489 22,062 10,525 12,439
Properties for sale 18,697 23,429 10,048 8,587 3,983
Properties under development - - - - -
Account receivables 790 549 663 682 676
Other current assets 1,006 5,066 2,599 2,219 634
Current assets 38,219 43,533 35,373 22,012 17,731
Investment properties 3,085 13,335 38,310 48,728 52,875
Land use right

Property, plant & equipment 554 688 682 673 651
Interests in associates and JCEs 1,212 - 4,066 4,088 4,057
Other non-current assets 4,860 2,124 2,147 2,322 1,505
Non-current assets 9,711 16,147 45,205 55,811 59,088
Total assets 47,930 59,680 80,578 77,823 76,819
Short-term borrowings 2,581 2,215 3,922 2,760 1,353
Account payable 2,586 1,950 2,657 3,586 4,621
Advance receipts from customers 6,720 13,199 8,896 3,112 337
Other current liabilities 6,967 5,682 9,571 9,793 5,206
Current liability 18,854 23,044 25,047 19,251 11,517
Long-term debt 8,037 11,410 19,082 14,310 18,909
Other long-term liabilities 1,060 2,008 4,738 5,776 5,933
Non-current liability 9,097 13,418 23,821 20,086 24,842
Minority interests 737 1,495 1,011 1,025 1,097
Shareholders' funds 19,243 21,723 30,700 37,461 39,363
Total liabilities and equities 47,930 59,680 80,578 77,823 76,819
Debt maturity profile

Due within a year 2,581 2,215 2,760 3,922

Due within 1-2 years 3,323 3,657 1,650 6,365

Due within 2-5 years 1,804 5,311 6,471 4112

Due beyond 5 years 925 455 165 315

Gross debt 10,618 13,624 23,004 17,070 20,262
Cash on hand 17,725 14,489 22,062 10,525 12,439
Net debt (7,107) (865) 942 6,545 7,823
Source: Company

m Soho China: investment property GFA portfolio

(‘000 sg.m) 2010 2011 2012 2013 2014
Greater Bohai Rim

Beijing 1,099 1,072 437 572 433
Tiananmen South 55 55 55 55 55
Chaoyang SOHO 334 330 45 11

Wangjing Soho Tower 3 500 520 170 128
Guanghualu Soho Il 167 167 167 166 96
*Soho Leeza To be completed in Nov-18 170 124
Coomune by the Great Wall 31
Soho Peaks 170

Danling Soho 43

Greater Yangtze River Delta

Shanghai 326 1,255 1,587 1,739 763
Soho Century Plaza 59 59 59 43
Soho Fuxing Plaza 137 137 137 137 88
Sky Soho 350 343 343 128
*Bund Soho To be completed in May-15 189 189 189 190 75
*Hongkou Soho To be completed in Aug-15 97 95 96 65
*Soho Tianshan Plaza To be completed in Nov-16 170 170 112
*Gubei Project To be completed in Dec-18 150 105
*8-1 To be completed in Dec-15 423 426 426 145
Soho Huilun Plaza 168 168

Honggiao Soho 300

Others 568 218 62
Total 1,425 2,327 2,592 2,529 1,258

Source: Company
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(CNYm) 2010 2011 2012 2013
Tier-1 cities

Beijing 18,188 8,422 8,086 3,336
Shanghai 3,816 2,129 1,382 842
Others 1,806 363 - 509
National 23,810 10,913 9,468 4,687

Source: Company
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Tel

(81) 35555 3111

(1) 201 333 7300
(44) 207 320 8000
(353) 1603 9900

(1) 212 612 7000

Fax

(81) 3 5555 0661
(1) 201333 7726
(44) 207 410 0129
(353) 1478 3469

(1) 212 612 7100

Daiwa Capital Markets America Inc. San Francisco Branch

555 California Street, Suite 3360, San Francisco, CA 94104, U.S.A.

(1) 415 955 8100

(1) 415 956 1935

Daiwa Capital Markets Europe Limited

Daiwa Capital Markets Europe Limited, Frankfurt Branch

Daiwa Capital Markets Europe Limited, Paris Representative Office

Daiwa Capital Markets Europe Limited, Geneva Branch

5 King William Street, London EC4N 7AX, United Kingdom

Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main,

Federal Republic of Germany
36, rue de Naples, 75008 Paris, France
50 rue du Rhone, P.O.Box 3198, 1211 Geneva 3, Switzerland

(44) 20 7597 8000
(49) 69 717 080

(33) 156 262 200
(41) 22 818 7400

(44) 20 7597 8600
(49) 69 723 340

(33) 147550 808
(41) 22 818 7441

Daiwa Capital Markets Europe Limited,
Moscow Representative Office

Daiwa Capital Markets Europe Limited, Bahrain Branch

Midland Plaza 7th Floor, 10 Arbat Street, Moscow 119002,
Russian Federation

7th Floor, The Tower, Bahrain Commercial Complex, P.O. Box 30069,

Manama, Bahrain

(7) 495 641 3416

(973) 17 534 452

(7) 495 775 6238

(973) 17535113

Daiwa Capital Markets Hong Kong Limited

Level 28, One Pacific Place, 88 Queensway, Hong Kong

(852) 2525 0121

(852) 2845 1621

Daiwa Capital Markets Singapore Limited

Daiwa Capital Markets Australia Limited

6 Shenton Way #26-08, DBS Building Tower Two, Singapore 068809,

Republic of Singapore

Level 34, Rialto North Tower, 525 Collins Street, Melbourne,
Victoria 3000, Australia

(65) 6220 3666

(61) 39916 1300

(65) 6223 6198

(61) 3 9916 1330

DBP-Daiwa Capital Markets Philippines, Inc

Daiwa-Cathay Capital Markets Co Ltd

Daiwa Securities Capital Markets Korea Co., Ltd.

Daiwa Securities Capital Markets Co Ltd,
Beijing Representative Office

Daiwa SSC Securities Co Ltd

Daiwa Securities Capital Markets Co. Ltd,
Bangkok Representative Office

Daiwa Capital Markets India Private Ltd

Daiwa Securities Capital Markets Co. Ltd,
Hanoi Representative Office

DAIWA INSTITUTE OF RESEARCH LTD
HEAD OFFICE
MARUNOUCHI OFFICE

18th Floor, Citibank Tower, 8741 Paseo de Roxas, Salcedo Village,
Makati City, Republic of the Philippines

14/F, 200, Keelung Road, Sec 1, Taipei, Taiwan, R.O.C.

One IFC, 10 Gukjegeumyung-Ro, Yeouido-dong, Yeongdeungpo-gu,

Seoul, 150-876, Korea

Room 301/302, Kerry Center,
1 Guanghua Road, Chaoyang District,
Beijing 100020, People’s Republic of China

45/F, Hang Seng Tower, 1000 Lujiazui Ring Road,
Pudong, Shanghai 200120, People’s Republic of China

18th Floor, M Thai Tower, All Seasons Place, 87 Wireless Road,
Lumpini, Pathumwan, Bangkok 10330, Thailand

10th Floor, 3 North Avenue, Maker Maxity, Bandra Kurla Complex,
Bandra East, Mumbai — 400051, India

Suite 405, Pacific Palace Building, 83B, Ly Thuong Kiet Street,
Hoan Kiem Dist. Hanoi, Vietham

15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan

Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6756

(632) 813 7344

(886) 2 2723 9698
(82) 2787 9100

(86) 10 6500 6688

(86) 213858 2000

(66) 2 252 5650

(91) 22 6622 1000

(84) 43946 0460

(81) 35620 5100
(81) 35555 7011

(632) 848 0105

(886) 2 2345 3638
(82) 27879191

(86) 10 6500 3594

(86) 213858 2111

(66) 2 252 5665

(91) 22 6622 1019

(84) 43946 0461

(81) 35620 5603
(81) 35202 2021

New York Research Center

11th Floor, Financial Square, 32 Old Slip, NY, NY 10005-3504, U.S.A.

(1) 212 612 6100

(1) 212 612 8417

London Research Centre

3/F, 5 King William Street, London, EC4N 7AX, United Kingdom
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Disclaimer

This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure,
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group
Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness
of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the
securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation,
opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers,
servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with
respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person.

Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have
other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the
issuer of such securities. The following are additional disclosures.

Japan

Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.

Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc.

Investment Banking Relationship

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the
securities of the following companies: Modern Land (China) Co. Ltd (1107 HK); econtext Asia Ltd (1390 HK); Lotte Shopping Co (023530 KS); Rexlot Holdings Ltd (555 HK); Neo Solar Power Corp
(3576_TT); Accordia Golf Trust (AGT SP); Hua Hong Semiconductor Ltd (1347 HK).

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (1% < 117 55 7 47 B /A 7), Daiwa

Capital Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital
Markets Korea Co., Ltd.

Hong Kong

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (Jf1 ¥ A 7357 #47 BR 24 7]) (“DHK”) which is regulated by the Hong Kong Securities and Futures
Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research.
Ownership of Securities

For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Investment Banking Relationship

For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Relevant Relationship (DHK)

DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.
DHK market making

DHK may from time to time make a market in securities covered by this research.

Singapore

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets
Singapore Limited in respect of any matter arising from or in connection with the research.

Australia

This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of the
Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research.
Ownership of Securities

For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

India

This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of or
reliance on the contents of and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information contained
in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own judgment, review and analysis, in
evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as maybe
required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query from its
Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or in part)
or redistributed in any form to any other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and buy sell
the securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor or have
the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from maintaining a financial
interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which is resident
or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA and its
affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and issuers that
are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. This report
does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non — US affiliates to effect trades in any securities and is not supplied with any
understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited.

Taiwan

This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific investors who have signed
recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to
Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research.

Philippines

This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines
Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the
research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory,
tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of
the markets mentioned in the publication or may have performed other services for the issuers of such securities.

For relevant securities and trading rules please visit SEC and PSE Link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively.

Thailand

This research is distributed to only institutional investors in Thailand primarily by Thanachart Securities Public Company Limited (“TNS").

This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. While the information is from sources believed to be reliable, neither the
information nor the forecasts shall be taken as a representation or warranty for which Thanachart Securities Public Company Limited, Daiwa Securities Group Inc. nor any of their respective
parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees incur any responsibility. This report is provided to you for informational purposes
only and it is not, and is not to be construed as, an offer or an invitation to make an offer to sell or buy any securities. Neither Thanachart Securities Public Company Limited, Daiwa Securities
Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees accept any liability whatsoever for any
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direct or consequential loss arising from any use of this research or its contents.

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, Thanachart Securities Public Company Limited, Daiwa Securities
Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees make no representation or warranty,
express or implied, as to their accuracy or completeness. Expressions of opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in this
report shall be at the sole discretion and risk of the user.

Daiwa Securities Group Inc. and/or its non-U.S. affiliates perform and seek to perform business with companies covered in this research. Thanachart Securities Public Company Limited, Daiwa
Securities Group Inc., their respective parent, holding, subsidiaries or affiliates, their respective directors, officers, servants and employees may have positions and financial interest in securities
mentioned in this research. Thanachart Securities Public Company Limited, Daiwa Securities Group Inc., their respective parent, holding, subsidiaries or affiliates may from time to time
perform investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this research. Therefore, investors should be aware of conflict of
interest that may affect the objectivity of this research.

United Kingdom

This research report is produced by Daiwa Capital Markets Europe Limited and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland.
Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange, Eurex and NYSE Liffe.
Daiwa Capital Markets Europe Limited and/or its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of
the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof
and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe Limited and/or its
affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent
permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients.

This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such
Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that
the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available.

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
http://www.uk.daiwacm.com/about-us/corporate-governance-requlatory . Regulatory disclosures of investment banking relationships are available at
https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Germany
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht)
for the conduct of business in Germany.

Bahrain

This research material is distributed by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm — Category 2
license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 Fax No. +973
535113

This material is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion
and risk. Accordingly, no representation or warranty, express or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the
information and opinions contained in this document, Content herein is based on information available at the time the research material was prepared and may be amended or otherwise
changed in the future without notice. All information is intended for the private use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets
Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in doubt about the suitability of the product or the research material itself, please consult your
own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to the content of this material, which may not be redistributed or otherwise transmitted
without prior consent.

United States

This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the preparer’s views
at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the preparer has any obligation to
update this report or to continue to prepare research on this subject. This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any
recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of
DCMA's non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to such non-U.S.
entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local
jurisdiction. Most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as a
process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report
should contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000).

Ownership of Securities
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Investment Banking Relationships
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

DCMA Market Making
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Research Analyst Conflicts

For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the
past 12 months except as noted: no exceptions.

Research Analyst Certification

For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of
the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual
analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report.

The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.

"": the security could outperform the local index by more than 15% over the next 12 months.

the security is expected to outperform the local index by 5-15% over the next 12 months.

the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.
the security is expected to underperform the local index by 5-15% over the next 12 months.

: the security could underperform the local index by more than 15% over the next 12 months.

Additional information may be available upon request.

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the

following items.

« In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in
the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.

* In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.
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For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the
amount of the transaction will be in excess of the required collateral or margin requirements.

There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices,
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.

There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.

Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.
*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of
each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions
regarding the signing of the agreement with us.

Corporate Name: Daiwa Securities Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108
Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type Il Financial Instruments Firms Association
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