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Financial summary and valuation

2017 2018 2019E 2020E 2021E
Revenue (Rmbm) 2,468 4,129 6,734 9,746 12,221
YoY (%) 371.70 67.27 63.09 44.73 25.40
Net income (Rmbm) -184 -565 -1,328 111 981
YoY (%) - - - - 784
EPS (Rmb) -8.17 -2.64 -4.13 0.35 3.06
Diluted EPS (Rmb) -8.17 -2.64 -3.81 0.32 2.81
ROE (%) -8.85 -7.86 -15.78 1.30 10.32
Debt/asset (%) 40.25 31.45 50.73 54.97 55.74
Dividend Yield (%) - - - - -
PE (x) -185.18 -60.22 -25.63 306.38 34.67
PB (x) 16.39 4.73 4.04 3.99 3.58
EV/Ebitda (x) -678.09 -116.32 -33.39 58.64 22.35

Note: Diluted EPS is calculated as if all outstanding convertible securities, such as convertible preferred shares, convertible
debentures, stock options and warrants, were exercised.
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Investment Highlight :

We expect Bilibili to post 2Q19E revenue of Rmb1.48bn (+44.5% YoY) and a net loss of
Rmb313m. We note strong performance of the jointly operated game Ark Nights with over
Rmb500m monthly gross billings in May and the accelerated pace in publishing exclusively
distributed games, such as Bang Dream and Final Gear. We forecast 26.3% YoY growth in
monthly average users (MAUs) to 107m and 67.7% YoY growth in the advertising business,
slightly recovering from 1Q19. We lower our online game revenue forecast given the weak
performance of Fate/Grand Order (FGO), but lift gross margin with a higher portion of jointly
operated games (100% gross margin). We revise up our EPS forecasts from —-Rmb4.01 to —-Rmb-
3.81 in 19E, from Rmb0.18 to Rmb0.32 in 20E, and from Rmb2.34 to Rmb2.81 in 21E. We
maintain our target price of US$25.22. With 61.9% upside, we maintain BUY.

ACG games warm up. The popular title Ark Nights was launched in May, ranked among the top-
distributor with core anime, comic and games (ACG) users, consistently benefiting from the
strong performance of high-quality ACG-themed games such as Ark Nights. Moreover, Bilibili
has accelerated the publishing of games since May, launched RWBY and Bang Dream in 2Q, and
will publish Final Gear, We Become What We Behold and The Legend of Heroes: Trails in the
Star in 3Q. With an extensive game pipeline in 2H19 and a buoyant market environment for
ACG-themed games, we expect Bilibili to achieve 12.7% YoY growth in 2Q19E game revenue
and 39.4% YoY growth in 19E.

High monetisation visibility. MAUs grew 31% YoY to 101m in 1Q19, while paying users surged
132% YoY to 5.7m, representing a paying ratio of 5.7%, up 2ppts within only two quarters. Given
sustained growth in paying users and engagement, we see higher monetisation visibility and
forecast 166.4% YoY growth in live broadcasting & value-added service (VAS) revenue and 67.7%
YoY growth in online advertising (recovery in brand ads) revenue in 2Q19E. We expect other
segments (including ecommerce) to generate Rmb116m in 2Q19E revenue (+450% YoY), due to
the lagged recognition of item sales, and total MAUs to reach 107m in 2Q19E and 112.4m in
19E.

Partly released margin pressure. Given Bilibili's aggressive investment in content production
and acquisition and in industry chain development, coupled with a change in revenue mix, the
market is concerned about near-term margin pressure. However, we find the higher-than-
expected revenue from jointly operated games, which recognised on net basis, would directly
contribute to gross profit. We expect relatively fixed content cost to be leveraged by games,
and thus we forecast a blended gross margin of 14.9% in 2Q19E and 15.9% for 19E, better than
our previous forecast (15.2% for 19E).

Maintain BUY. Bilibili enjoys organic growth through an increasing number of users, higher
paying ratios, and diversified monetisation formats. We forecast strong performance of jointly
operated games and slight recovery in online ads in 2Q19E. We revise up our EPS forecasts from
—Rmb4.01 to —Rmb-3.81 in 19E, from Rmb0.18 to Rmb0.32 in 20E, and from Rmb2.34 to
Rmb2.81 in 21E. We maintain our target price of US$25.22. With 61.9% upside, we maintain
BUY.

Please refer to the last page for important disclosures Page 1
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Fig bili’s revenue forecast

(Rmbm) 2016 2017 2018 2Q18 1Q19 2Q19E 2019E 2020E 2021E
Revenue

Online games 342 2,058 2,936 791 873 891 4,092 5,624 6,321
Live broadcasting & VAS 80 176 586 119 292 316 1,350 2,061 2,766
Advertising 61 159 463 96 112 161 783 1,298 2,027
Ecommerce and others 41 75 143 21 96 116 509 763 1,106
Total 523 2,468 4,129 1,027 1,374 1,484 6,734 9,746 12,221

as % of revenue

Online games 65.43% 83.38% 71.12% 77.06% 63.59% 60.06% 60.77% 57.70% 51.73%
Live broadcasting & VAS 15.22% 7.15% 14.18% 11.55% 21.23% 21.30% 20.05% 21.15% 22.63%
Advertising 11.60% 6.45% 11.23% 9.34% 8.19% 10.84% 11.63% 13.32% 16.59%
Ecommerce and others 7.75% 3.02% 3.47% 2.05% 6.98% 7.80% 7.55% 7.83% 9.05%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
YoY growth

Online games 297.55% 501.15% 42.66% 60.90% 26.86% 12.66% 39.36% 37.43% 12.41%
Live broadcasting & VAS 1184.57% 121.51% 231.92% 186.33% 204.55% 166.37% 130.53% 52.67% 34.19%
Advertising 220.87% 162.09% 191.21% 131.69% 59.70% 67.74% 68.97% 65.73% 56.18%
Ecommerce and others 105.33% 84.04% 92.26% 148.23% 620.84% 450.00% 254.59% 50.00% 45.00%
Total 299.49% 371.70% 67.27% 76.11% 58.24% 44.53% 63.09% 44.73% 25.40%

Source: Company data, SWS Research

Fig 2: Bilibili’s operating matrix forecast

Operating matrix 2016 2017 2018 2018 1Q19 2Q19E 2019E 2020E 2021E
MAU 39.7 67.1 87.0 85.0 101.3 107.4 112.4 1416 152.9
Yoy = 69.23% 29.62% 29.81% 30.71% 26.33% 29.15% 26.00% 8.00%
MAPU 0.4 1.0 33 3.0 5.7 6.2 6.6 8.9 9.9
Yov . 169.60% 228.57% 188.60% 131.78% 110.76% 100.46% 34.49% 11.43%
Paying ratio 0.94% 1.50% 3.80% 3.48% 5.66% 5.80% 5.90% 6.30% 6.50%
MAPU for game 03 0.6 058 08 1.0 12 13 1.8 2.1
YovY - 140.17% 39.43% 39.98% 23.13% 44.04% 48.77% 40.02% 20.96%
LEUELAC DU T 722 76.3 78.5 75.0 81.0 . - - -
Daily video views ) 168 368 318 514 } } } R
YoY = = 119.36% 123.00% 92.51% - - - -
Monthly interactions 114 221 759 643 1,400 ) . . )
YovY . 94.80% 243.28% 232.00% 361.00% - . . .

Source: Company data, SWS Research

Fig 3: Bilibili’s profitability forecast

Profitability 2016 2017 2018 2Q18 1Q19 2Q19E 2019E 2020E 2021E
Gross profit 2495 549.2 855.4 250.7 179.7 2211 1,071.0 3,275.6 4,847.3
Gross margin -47.68% 22.25% 20.72% 24.42% 13.93% 14.91% 15.90% 33.61% 39.66%
Operating profit, GAAP 894.7 2243 729.0 106.9 327.1 357.5 1,564.7 76.9 7533
OPT margin -170.97% -9.09% 17.66% -10.42% -25.35% -24.09% -23.24% -0.79% 6.16%
Net profit, GAAP 9115 183.8 565.0 703 2345 313.0 1,327.8 111.1 981.4
Net margin, GAAP 174.18% -7.44% 13.68% -6.85% -18.18% -21.10% 19.72% 1.14% 8.03%
Net profit, non-GAAP 5455 101.3 377.4 19.5 195.7 262.7 1,117.6 344.9 1,240.3
Net margin, non-GAAP -104.24% -4.10% -9.14% -1.90% 15.17% 17.71% -16.60% 3.54% 10.15%

Source: Company data, SWS Research

Please refer to the last page for important disclosures Page 2
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Growing community

According to the management, Bilibili aims to achieve 110-120m MAUs in 2019 and 140-150m
MAUs in 2020. We note the firm is on the right track to enlarge its community by providing
diversified ACG, lifestyle, and documentary content, and by improving value-added services for
both content creators and video viewers. We forecast total MAUs to reach 107m in 2Q19E
(+26.3% YoY). We expect premium members to increase from 4.8m in 1Q19 to 5.3m in 2Q19E,
and total paying users to hit 6.2m, representing a 5.8% paying ratio. The growth in paying users
is mainly driven by live broadcasting and the premium membership programme. We note
Bilibili’s users exhibit stronger social interaction and higher engagement than on other
platforms. Regardless of dilution effect with fast pace in user base expansion, Bilibili achieved
stronger growth ininteractions (+361% YoY in 1Q19 vs +298% YoY in 4Q18 vs +83% YoY in 1Q18)
and longer average daily time spent per user (81min in 1Q19 vs 78min in 4Q18 vs 76min 1Q18).

Fig 4: Bilibili’'s MAUs & paying ratio
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Source: Company data, SWS Research

ACG games warm up

The popular title Ark Nights was launched in May, ranked among the top 5 on iOS with
estimated over Rmb500m monthly gross billing. Bilibili is the largest android distributor with
core ACG users, consistently benefit from the strong performance of ACG-themed games. We
estimate Ark Nights to contribute Rmb50m to 2Q19E game revenue. Since it’s the jointly
operated game, whose revenue recognized by net basis, it would directly benefit gross margin.
With deferred revenue rising 27% YoY and 31% QoQ to Rmb1,289m in 1Q19, we see a solid
base for the company’s game revenue in 2Q19. Despite the weak seasonality of FGO
performance, we forecast Rmb891m of game revenue in 2Q19E (+12.7% YoY & +2% QoQ), on
the back of Ark Nights’ strong performance and solid deferred revenue.

Fig 5: Bilibili’s mobile game revenue forecast

(m)

1,000 - - 120%
900 1 I 100%
800 -

700 - ' I 80%
600 1 - 60%
500 A

400 - - 40%

‘ I
300 - I I . ' AN L 20%
200 |
1 i il NI
0 A T T T T T T . T - T T - -20%

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19E

. Mobile games YoY QoQ

Source: Company data, SWS Research
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Moreover, Bilibili has accelerated to publish games since May, launched RWBY and Bang Dream
in 2Q19, and plans to publish Final Gear, We Become What We Behold and The Legend of
Heroes: Trails in the Star in 3Q19. With extensive game pipeline in 2H19 and warmed up market
environment for ACG-themed games, we expect Bilibili to achieve 12.7% YoY growth in 2Q19E

game revenue and 39.4% YoY growth in 19E.

Fig 6: Bilibili’s game pipeline

Pre-order

TapTap

AR AR Game title Type Developer Genre launch date Pre-orders score Status

IRV Ark Nights Jointly operated HyperGryph Strategy 2017.10.14 855,674 8.6 L?:r"\;zsd

P RWBY Jointly operated Rooster Teeth Production RPG 2018.01.09 545,054 48 L?:mjd
N . —_— . . Launched

b2 SRR X BanG Dream Exclusively distributed Bushiroad & Craft Egg Music 2017.11.09 547,310 8.2 in Jun

A e The Legend of

i :
SIS B e Trails in Jointly operated User Joy RPG 2018.06.01 314,957 36 ke
Z itk in Jul
the Star

BRI Final Gear Exclusively distributed Beike World Action 2019.01.09 1,983,956 7.3 a"":zl"ed'

LRI WeBecome What o\ o1y distributed Capcom Simulation  2017.12.08 599,331 g7  3pproved,

i We Behold Aug

o+ =2k Alternative Girls Exclusively distributed QualiArts RPG/VR 2017.04.18 708,715 8.5 approved

%2 Bite New Trajectory Exclusively distributed Falcom RPG 2017.10.24 281,702 - approved

—I A Yi Xue Wan Jie Exclusively distributed Rejet & DMM Override RPG 2017.05.05 725,983 9.1

B 2 Tao Yuan Xiang Exclusively distributed Rejet RPG 2017.11.03 549,660 8.7

A3! A3! Exclusively distributed Liberent Simulation 2018.04.10 308,875 9.3

BRZI A8 il ZKYXQ Exclusively distributed Otomate RPG 2018.10.22 192,103 9.1

VRS

%/ﬁﬂf&“. b Magia record Exclusively distributed F4samurai RPG 2018.10.22 275,476 9.7

[ 4%

NFEL Priconne Re: Dive Exclusively distributed Cygames RPG 2018.10.24 617,766 8.5

SUAERL T Girl Café Gun2 Exclusively distributed Kingsoft Season Game TPS 2019.03.10 312,474 8.2

Ji R A Animistic Exclusively distributed Kadokawa Games RPG 2019.05.17 178,266 8.8

SET-4H Dead Cells Exclusively distributed Motion Twin Action 2019.07.10 318,800 9.8

Source: Taptap, Company data, SWS Research

Higher monetisation visibility

MAUs grew 31% YoY to 101m in 1Q19, while paying users surged 132% YoY to 5.7m,
representing a paying ratio of 5.7%, up 2ppts within only two quarters. Given sustained growth
in paying users and engagement, we see higher monetisation visibility. We forecast 166.4% YoY
growth in live broadcasting & VAS revenue to hit Rmb316m, stimulated by increasing premium
memberships and enlarged game live broadcasting communities. We expect brand ads to
slightly recover in 2Q19, and forecast 67.7% YoY growth in online advertising revenue to hit
Rmb161m. We expect other segments (including ecommerce) to generate Rmb116m in 2Q19E
revenue (+450% YoY), due to the lagged recognition of item sales. Besides internal growth, we
expect Alibaba (BABA:US — BUY) to further help Bilibili’s content creators monetise through
advertising and ecommerce in 2H19.

Please refer to the last page for important disclosures Page 4
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Fig 7: Bilibili’s non-game revenue forecast
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Source: Company data, SWS Research

Partly released margin pressure

Given Bilibili’s aggressive investment in content production and acquisition and in industry
chain development, coupled with a change in revenue mix, the market is concerned about its
near-term margin pressure. However, we find the higher-than-expected revenue from jointly
operated games, which recognized on net basis, would directly contribute to gross profit. Even
though the management expect to spend Rmb1.5bn to Rmb2bn cash investment in content
production and acquisition, half of which would invest in Chinese Anime and expected to be a
roughly fixed amount in next 2-3 years. We expect relatively fixed content cost to be leveraged
fast by games, thus we forecast a blended gross margin of 14.9% in 2Q19E and 15.9% for 19E,
better than previous forecast (15.2% for 19E).

Valuation

Bilibili enjoys organic growth through an increasing number of users, higher paying ratios, and
diversified monetisation formats. We forecast strong performance of jointly operated games
and slight recovery in online ads in 2Q19E. We revise up our EPS forecasts from —-Rmb4.01 to —
Rmb-3.81 in 19E, from Rmb0.18 to Rmb0.32 in 20E, and from Rmb2.34 to Rmb2.81 in 21E. In
our sum-of-the-parts (SOTP) valuation model, we assign 16x 19E PE to the mobile game
segment and 9x PS to the live broadcasting & VAS segment, and evaluate the firm’s advertising
and ecommerce business at Rmb150/MAU. As such, we maintain our target price of US$25.22.
With 61.9% upside, we maintain our BUY recommendation.

Fig 8: Bilibili’s SOTP valuation

Valuation Revenue 2019E Earnings 2019E Multiple Equity market value Price per share (USS)
(Rmbm) (Rmbm) (Rmbm)

Online games 4,092 1,199 16x PE 19,183 8.78

Live broadcasting & VAS 1,350 - 9x PS 12,556 5.75
Advertising and 1,292 - Rmb150/MAU 17,407 7.97
ecommerce

Cash and equivalents 5,941 - 5,941 2.72

Total 55,087 25.22

Source: Company data, SWS Research
Note: FX rate applied: USD$1 = Rmb6.80

Please refer to the last page for important disclosures Page 5
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Risks

Concentration risk on single game. In 2018, mobile games accounted for 71% of the company’s
total revenue. Within the segment, 74% of revenue was generated by a single game,
Fate/Grand Order, and 11% by another game, Azur Lane. If the performance of these two titles
falls short of expectations, it will have a negative impact on total revenue.

Regulation risk. We note regulation has become stricter in the online entertainment sector
since last year, especially for games and media. Last May, the Ministry of Culture required
distribution and live broadcasting platforms, like Bilibili, to remove a number of games, which
involved violent action or pornography. If Bilibili fails to meet the regulatory rules, the company
will be subject to penalties, which would negatively affect its business operations and financial
conditions.

Slower breakeven pace. Bilibili's ability to achieve profitability will largely depend on the
success of its monetisation process and its ability to manage costs and expenses. Its lack of
track record in terms of monetisation results in potential high volatility for future operations.
The firm may continue to experience losses due to increasing investment in technology and
content.

Policy risk. The government recently criticised a number of short-video platforms (including

Bilibili and Miaopai), resulting in some of the products being removed. The related increasing
administrative expenses may have a negative impact on the firm’s net profit.

Please refer to the last page for important disclosures Page 6
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Rmbm 2017 2018 2019E 2020E 2021E
Revenue 2,468 4,129 6,734 9,746 12,221
Cost of Sales -1,919 -3,273 -5,663 -6,470 -7,374
Gross Profit 549 855 1,071 3,276 4,847
Other Income 48 121 119 121 121
Selling expenses -232 -586 -1,004 -1,208 -1,466
Administrative expenses -261 -461 -757 -975 -1,161
R&D expenses -280 -537 -875 -1,169 -1,466
EBITDA -130 -474 -1,224 348 1,259
EBIT -176 -608 -1,446 44 874
Finance Costs 1 69 172 234 280
Profit before tax -175 -539 -1,274 278 1,155
Income tax expense -9 -26 -54 -167 -173
Profit/Loss for the year -184 -565 -1,328 111 981
Source: Company data, SWS Research
Consolidated Cash Flow Statement
Rmbm 2017 2018 2019E 2020E 2021E
Profit before taxation -175 -539 -1,274 278 1,155
Plus: Depr. and amortisation 304 642 1,078 1,266 1,338
Finance cost 1 69 172 234 280
Losses from investments -13 -2 0 0 0
Change in working capital 274 565 1,219 1,006 848
Others 72 2 -24 -179 -212
CF from operating activities 465 737 1,171 2,604 3,409
Capex -631 -1,334 -1,870 -2,145 -2,231
Other CF from investing activities -85 -1,863 0 0 0
CF from investing activities -716 -3,196 -1,870 -2,145 -2,231
Equity financing 667 4,975 2,552 -221 -241
Net change in liabilities 0 0 3,375 0 0
Dividend and interest paid 0 0 0 0
Other CF from financing activities 0 0 0 0 1
CF from financing activities 676 4,975 5,725 -221 -241
Net cash flow 376 2,777 5,026 238 937
FCFF -238 -760 -1,072 4 657
FCFE -236 -691 2,475 238 937

Source: Company data, SWS Research
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Consolidated Balance Sheet

Rmbm
Current Assets 2,153 6,550 12,348 13,325 14,980
Bank balances and cash 765 4,289 9,316 9,554 10,491
Accounts receivables 393 324 471 682 855
Trade assets and other 488 945 945 945 945
receivables
Pledged deposits 30 0 0 0 0
Other current assets 477 991 1,616 2,144 2,689
Non-current Assets 1,320 3,940 4,732 5,610 6,503
PPRE 186 395 606 801 950
Long-term investments 477 2,361 2,941 3,625 4,369
Other non-current assets 657 1184 1,184 1,184 1,184
Total Assets 3,474 10,490 17,080 18,936 21,483
Current Liabilities 1,398 3,299 5,290 7,035 8,601
Borrowings 0 0 0 0 0
Accounts payables 597 1,308 2,175 2,767 3,379
Trade and other payables 174 285 473 613 752
Other current liabilities 628 1,706 2,642 3,655 4,470
Non-current Liabilities 0 0 3,375 3,375 3,375
Deferred tax liabilities - B - - -
Long term payable to Ml - - 3,375 3,375 3,375
Total Liabilities 1,398 3,299 8,665 10,410 11,976
Shareholder Equity 2,076 7,191 8,415 8,526 9,507
Share Capital 4,055 4,055 6,607 6,607 6,607
Reserves 293 5,974 5,974 5,974 5,974
Retained earnings -2,273 -2,838 -4,166 -4,055 -3,073
Minority Interests 0 0 0 0 0
3,474 10,490 17,080 18,936 21,483

Total Liabilities and equity

Source: Company data, SWS Research

Please refer to the last page for important disclosures Page 8
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Key Financial Ratios

Ratios per share (Rmb)

Earnings per share -8.17 -2.64 -4.13 0.35 3.06
Diluted EPS -8.17 -2.64 -3.81 0.32 2.81
Operating CF per share 6.64 3.16 3.65 8.11 10.61
Dividends per share B B B B B
Key Operating Ratios (%)

ROIC -8.92 -8.81 -17.82 -1.44 7.37
ROE -8.85 -7.86 -15.78 1.30 10.32
Gross profit margin 22.25 20.72 15.90 33.61 39.66
EBITDA Margin -5.27 -11.47 -18.18 3.57 10.30
EBIT Margin -7.14 -14.72 -21.47 0.45 7.15
Growth rate of Revenue(YoY) 371.70 67.27 63.09 44.73 25.40
Growth rate of Profit(YoY) B B B B 783.67
Debt-to-asset ratio 40.25 31.45 50.73 54.97 55.74
Turnover rate of net assets 118.93 57.42 80.02 114.31 128.54
Turnover rate of total assets 71.06 33.36 39.43 5147 26.83
Effective tax rate (%) -5.08 -4.82 -4.22 60.00 15.00
Dividend yield (%) B B ) ) )
Valuation Ratios (X)

P/E -185.18 -60.22 -25.63 306.38 34.67
P/B 16.39 4.73 4.04 3.99 3.58
EV/Sale 13.79 8.24 5.05 3.49 2.78
EV/EBITDA -678.09 -116.32 -33.39 58.64 22.35

Source: Company data, SWS Research
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Information Disclosure:

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he/she nor his/her associate serves as an
officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations reviewed or any third party ha
s provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company or the group company(ies).
A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market making activities for any of the listed
corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of the Company serving as an officer of any of the
listed corporation reviewed; or (iii) do not have any financial interest in relation to the listed corporation reviewed or (iv) do not, presently or within the last 12 mo
nths, have any investment banking relationship with the listed corporation reviewed.

Undertakings of the Analyst

I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered as the Se
curities Analyst. | hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only legitimate inform
ation is used in this report. | am also responsible for the content and opinions of this report. | have never been, am not, and will not be compensated directly or ind
irectly in any form for the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of ShenwanHongyuan Securities. The company is a qualified securities investment consulting institute approved by China Securities Re
gulatory Commission.

Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market trends of se
curities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating, etc. by issuing securi
ties research reports solely to its clients.

The affiliates of the Company may hold or trade the investment targets mentioned in this report in accordance with the law, and may also provide or seek to provid
e investment banking services for these targets.

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant disclosure mater
ials or log into www.swsresearch.com for the analysts' qualifications’ the arrangement of the quiet period and the affiliates’ shareholdings.

Introduction of Share Investment Rating

Security Investment Rating:

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report, we defi
ne the terms as follows:

BUY: Share price performance is expected to generate more than 20% upside over a 12-month period.

Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period.

Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period.

Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period.

SELL: Share price performance is expected to generate more than 20% downside over a 12-month period.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the report, w
e define the terms as follows:

Overweight: Industry performs better than that of the whole market;

Equal weight: Industry performs about the same as that of the whole market;

Underweight: Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative rating me
thod to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, such as their portf
olio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and information and shall not rel
y solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The industry classification is available at our
sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer:

This report is to be used solely by the clients of SWS Research Co., Ltd. (subsidiary of ShenwanHongyuan Securities, hereinafter referred to as the “Company”). The
Company will not deem any other person as its client notwithstanding his receipt of this report. The clients understand that the text message reminder and telephone
recommendation are no more than a brief communication of the research opinions, which are subject to the complete report released on the Company’s website
(http://www.swsresearch.com). The clients may ask for follow-up explanations if they so wish. Save and except as otherwise stipulated in this report, the contactor
upon the first page of the report only acts as the liaison who shall not provide any consulting services.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The materials,
tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for the sale or purchase
of any security or other investment instruments. The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this
report is released. The prices, values and investment returns of the securities or investment instruments referred to herein may fluctuate. At different periods, the
Company may release reports which are inconsistent with the materials, opinions and estimates contained herein.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment decisions
solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any event, the company
will not share gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or losses of securities investment
is invalid. The investment and services referred to herein may not be suitable for certain clients and shall not constitute personal advice for individual clients. The
Company does not ensure that this report fully takes into consideration of the particular investment objectives, financial situations or needs of individual clients.
The Company strongly suggests the clients to consider themselves whether the opinions or suggestions herein are suitable for the clients’ particular situations; and
to consult an independent investment consultant if necessary. Under no circumstances shall the information contained herein or the opinions expressed herein
forms an investment recommendation to anyone. Under no circumstances shall the Company be held responsible for any loss caused by the use of any contents
herein by anyone. Please be particularly cautious to the risks and exposures of the market via investment. Independent investment consultant should be consulted
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before any investment decision is rendered based on this report or at any request of explanation for this report where the receiver of this report is not a client of
the Company.

The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this report. Unless
otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior authorization by the Company in
writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by any means, or be used in any other ways
which will infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein are trademarks, service marks or marks of the
Company, and no one shall have the right to use them at any circumstances without the prior consent of the Company.

This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the laws of the Hong Kong under
the SFO).

This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling within Article 49(2)(a)
to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as “Relevant Persons”). This
document is directed only at Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this document or any of its contents.

Distribution in Singapore

If distributed in Singapore, this report is meant only for Accredited Investors and Institutional Investors as defined under Section 4A of the Securities and Futures
Act of Singapore. If you are not an Accredited Investor or an Institutional Investor, you shall ignore the report and its contents. The Singapore recipients of the
report are to contact the Singapore office of ShenwanHongyuan Singapore Private Limited at 65-6323-5208, or 65-6323-5209 in respect of any matters arising
from, or in connection with, the report.
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