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17 HK Outperform Pop the champagne
Price (at 13:00, 19 Sep 2018 GMT) HK$10.36
Valuation HK$ 20.73
- DCF (WACC 8.5%, beta 1.3, ERP 6.0%, RFR 1.5%) The company will report FY18 after market close. We expect core profit of
12-month target HK$ 14.56 HK$7.7bn, up 7.7% YoY.
i ; 0
Upside/Downside 0/0 +40.5 Property sales should be sustained in FY19 and we project 25% earnings
12-month TSR 7 +45.4 growth for FY19 and 9% for FY20.
Volatility Index Low . .
GICS sector Real Estate K11 MUSEA and K11 ARTUS should open in 2019, boosting NAV.
Market cap HK$m 105,734
Market cap US$m 13,481 Event
Free float % 55 e ltis not official yet but, according to our calculation, FY18 should be a record-
30-day avg turnover US$m 12.0 breaking year for New World, achieving attributable contracted sales in HK of
Number shares on issue m 10,206 HK$23.5.bn, surpassing the previous record set in FY14 of 20.6bn and far
Investment fundamentals above management’s original target of HK$10bn. All projects should generate
lucrative margin (Mount Pavilia at ~44%, Fleur Pavilia at ~48% and Park Villa
Revenue m 56,629 64,999 70,658 67,697 at ~45%), according to our estimates. The company will report results today
EBIT m 9,430 13,920 14,254 18,389 after market close and we expect management to set another conservative
EB'TngWth o % . 067'2 37‘;78'(15 . 622';‘ 402590'3 sales target of ~HK$10bn for FY19 in HK and exceed it to reach HK$14bn,
eported prof m s s s y . . . .
Adjusted profit m 7133 7681 9629 10,507 in our view. We reiterate Outperform rating.
EPS rep HK$ 086 381 388 3.97
EPS rep growth % -10.8 345.2 1.9 2.2 ImpaCt
rsien HK$ 076 077 094 1.03 e If FY18 is a banner year for HK property sales, the focus of FY19 should be on
EEE f:égro"‘"h U/X“ 121 23 223 2; the opening of its latest 10-storey shopping mall, K11 MUSEA in 3Q19, and
PER adj « 137 134 110 104 the opening of the adjoining serviced apartments called K11 ARTUS. They are
Total DPS HK$ 046 048 050 0.52 part of the 3m sqft Victoria Dockside complex, of which its office component,
Total DPS growth % 55 24 50 41 K11 Atelier, had already opened with the latest spot breaking HK$100 psf/month.
i i 0,
:();Z' div yleld 0;: ‘212 ‘3“15 3'3 22 We estimate office rental income of HK$351m in FY19, followed by the
ROE % 3.9 3.8 41 39 opening of mall and serviced apartments contributing HK$604m in FY20. At a
EV/EBITDA x 120 105 87 75 5% capitalization rate on its ramped-up net rental income in FY22, the entire
’;'g\‘/’ebt’eq“”y % 32-2 3;-: 3§-i Zg-i complex would be valued at HK$42bn, 40% of the company’s current market
X ' i i i capitalization. We assume conservative rental of HK$100 psf/month for the
17 HK rel HSI performance, & rec history mall, slightly higher than the level of neighbourhood shopping mall, and much
1600 TILHS] —— RelHSIRHS] - PriceTarget 0 lower than Harbour City at HK$460 psf/month. There should be plenty of
14.00 E s _¢120.00 upside as the asset matures.
12.00 Yy * A % 115.00
1000 ¥ AT M\wﬁ, oo Earnings and target price revision
’ "y * - w ’
800 v m/»— el e We lower FY18E earnings by 0.2% and FY19E by 1.7% due to the impact of
6.00 i 50.00 the new accounting rule, which only allows property sales booking upon actual
o ; ge00 delivery rather than issuance of occupation permit (OP) or certificate of
0 Aots Novts  ult7  Febds  se 153 compliance (CC). We raise our FY20E by 25.1% thanks to strong sales and
pr- ov-’ ul- eb- p- ) . . q o
Note. B ——— B higher ASP achieved for HK projects, offset by slower launches in China due to
ote: Recommendation timeline - if not a continuous line, then there was no . . i . :
Macquarie coverage at the time or there was an embargo period. cooling measures. However, FY20 could be a revival for China’s contribution
Source: FactSet, Macquarie Research, September 2018 i . i i ) i K
(all figures in HKD unless noted) with the launch of Shekou and Qianhai projects, in which we estimate sales of
Rmb10bn and gross margin over 42%. We raise our TP to HK$14.56 (from
HK$14.37).
Analysts Price catalyst
Macquarie Capital Limited e 12-month price target: HK$14.56 based on a Sum of Parts methodology.
David Ng, CFA +852 3922 1291 .
david.ng@macquarie.com e Catalyst: more pre-leasing progress of K11 MUSEA.
Nicholas Ting +852 3922 1398 Action and recommendation
nicholas.ting@macquarie.com . . . .
&) e Stock is trading at 0.5 PB and 50% discount to NAV. Reiterate Outperform.

Please refer to page 12 for important disclosures and analyst certification, or on our website
www.macquarie.com/research/disclosures.
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What has changed?

e We have delayed the booking of Mount Pavilia based on management guidance and bottom-up
analysis. Contracted sales done subsequent to February will be booked in FY 2019. We have also
updated FY2018 contracted sales for HK, factoring in the remarkable sales progress of Fleur Pavilia.

e We have also adjusted the launch of several HK projects based on the latest news and management
guidance. For China, we have continued to adopt a relatively conservative estimate for sales in FY2019,
particularly in Tier 1 cities such as Guangzhou.

e We have revised our Victoria Dockside assumptions downwards to be more conservative. However,
we believe the project has good potential upside in years to come, particularly its retail portion.

Fig 1 Changes versus consensus (HK$ million)

Price Revenue Underlying Earnings* DPS
target NAV
HK$ HK$ 2018E 2019E 2020E 2018E 2019E 2020E 2018E 2019E

Macq old 14.37 22.67 67,526 61,806 66,753 7,696 9,795 8,399 0.48 0.48
Macqg new 14.56 20.73 64,999 70,658 67,697 7,681 9,629 10,507 0.48 0.50
(Dogere”‘:e 1.3% -8.6% -3.7% 14.3% 1.4% -0.2% 1.7% 25.1% 0.0%  4.2%
Cconsensus 61,614 71,215 67,336 7,809 9,082 9,843 0.48 0.49
Versus 5.5% -0.8% 0.5% -1.6% 6.0% 6.7% 0.0% 2.0%
Consensus

* Adjusted for revaluation gains of investment properties and net of deferred tax.

Source: Bloomberg, Company data, Macquarie Research, September 2018
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Company Analysis
Valuation methodology

Our end-2018 NAV estimate of HK$20.73 includes HK$8.12 of development properties for sale,
HK$18.61 of investment properties for lease and HK$6.0 of net debt and other assets. Our target price of
HK$14.56 is at a 30% discount to our Dec 18 NAV.

Our NAV estimate is the sum of GAV (gross asset value, before deducting net debt and other working
capital) of individual projects plus net cash, net working capital and other investments of the whole
company. Non-real estate assets and investments are stated at the latest reported book value. GAV is the
sum of all projects' free cash flows (FCF) over the next ten years, as shown in the table below. We assume
all rental assets will be disposed of in 2027, and there is no terminal value.

We assume property prices in Hong Kong and China to be flat. The discount rate we use is based on a
risk-free rate of 1.5%, an equity risk premium of 6% and a historical beta of 0.9. For projects with negative
total free cash flows, especially investment properties, we keep a floor value at the costs already incurred
and carried on the book.

Our target price is an adjusted version of NAV. For our target price calculation, we factor in only the next
three years of FCF derived from a bottom-up project launch projection but followed by FCF based on top-
down company-wide volume and price growth or decline assumptions in the remaining seven years,
without considering individual project performance. The three stages of FCF are:

1) near-term (35% of total GAV), based on the current land bank without factoring in any new acquisitions
from 2018-2020; 2) medium-term (48% of total GAV), based on continuous replenishment to keep the land
bank size unchanged over 2021-23; and 3) long-term (17% of total GAV) based on a gradually depleting
land bank after 2024 without acquisitions. Our target price values non-real estate assets using PE, PB or
EV/EBITDA multiples. A subjective forward beta of 1.65 is used for our target price instead of historical
beta of 0.90 for NAV to account for lower management execution risks and future market volatilities
affecting the valuation of assets.

NAYV reflects the value of the land bank and tends to be higher than reported book value (HK$20.3/sh at
Dec 2017). In our view, the latter does not give sufficient credit or discount to the company’s market
positioning, growth aspirations and execution track record. We believe our target price captures all the
above aspects and it is heavily influenced by our judgment of management’s quality, as reflected in our
choice of beta and our medium-term assumptions for the company’s overall volume, price and cost growth.
A detailed valuation breakdown is shown in Figure 4.
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Fig 2 Enterprise free cash flows

2018E 2019E  2020E 2021E 2022E 2023E  2024E 2025E 2026E Beyond

Near term Medium term
35% of total DP FCFs, 42.1bn  48% of total DP FCFs, 58.6bn

NAV calculations Long term

17% of total DP FCFs, 20.7bn

(HKD bn, fiscal year)
Cash flows of development properties only (based on existing land bank, 100% cash collection, attributable basis unless specified)

Contracted sales (gross) 53.7 36.6 43.6 44.0 46.2 42.3 19.5 21.8 16.7 15.7

Contracted sales (attributable) 38.5 23.6 35.2 39.2 37.7 35.0 15.8 19.8 16.0 135

Land purchase - - 0.0 - - - - - - -

Construction capex 8.6 7.3 8.0 6.9 6.5 4.1 3.2 2.9 2.6 2.5

SGA outflows 5.8 35 5.3 5.9 5.7 5.2 2.4 3.0 2.4 2.2

Taxes (VAT, LAT, Business & Profit taxes) 5.1 3.8 7.8 55 5.6 7.9 5.3 5.6 6.6 5.8
VAT 0.9 0.1) 1.0 1.1 0.5 0.2 0.1 0.7 0.6 0.5
LAT 2.1 14 3.6 2.4 2.1 35 3.1 3.1 3.6 3.1
Business taxes - - - - - - - - - -
Profit taxes 21 2.4 3.2 2.0 3.0 4.2 2.1 1.9 2.4 2.1

DP free cash flows (cash and post sharing) 19.0 8.9 14.1 21.0 19.9 17.7 5.0 8.2 4.4 4.2

DP free cash flows 19.0 8.9 14.1 21.0 19.9 17.7 5.0 8.2 4.4 3.0

Cash flows of investment properties only (attributable)

Rental income of operating assets 5.39 6.51 8.13 9.89 12.44 13.81 14.73 15.47 15.93 16.30
Operating expenses and taxes 3.31 3.79 4.58 5.38 6.83 7.34 7.62 7.88 8.07 8.23
Capex and AEI 8.71 9.57 8.72 9.03 7.94 5.39 2.60 111 0.22 0.00

IP free cash flows (post sharing) (6.63) (6.85) (5.17) (4.52) (2.33) 1.08 451 6.49 7.63 8.07

Attributable free cash flows (including other businesses)

Other businesses 0.0 - - 0.0 - (0.0) - - - (3.3)

Total free cash flows 12.4 2.1 8.9 16.4 17.6 18.8 9.5 14.7 12.1 8.9

Source: Macquarie Research, September 2018

Fig 3 Target price derivation

HK$/share
DCF for development properties 4.33 A/ shares
GAV for investment properties 16.29 B / shares
Net debt (7.77) C/shares
Other assets 1.71 D/ shares
Target price 14.56 (A+B+C+D) / shares

HK$ m
210,439 A+B

Total development properties (DCF) 44,220 A
Near term from 2014 to 2016 23,372
Medium term from 2017 to 2019 (3,798)
Long term beyond 2019 24,645
Total investment properties (NAV) 166,220 B
Office 43,387
Retail 75,855
Hotel 16,907
Residential 30,071
Others -
Source: Macquarie Research, September 2018
Fig 4 NAV derivation

HK$/share
NAV/share 20.73 E / shares

HKD m ;

NAV 211,583 E=F+X+Y+Z
Total gross asset value 272,875 F=G+H
Net debt 88,256 w
Extra debt (8,946) X
Net working capital (10,447) Y
Other investments 28,465 Z
Total development properties 82,910 G
Residential 66,729
Others 16,181
Total investment properties 189,965 H
Office 49,585
Retail 86,692
Hotel 19,322
Residential 34,366
Others -
No. of outstanding shares (m) 10,206

Source: Macquarie Research, September 2018
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Key assumptions and sensitivity analysis

Fig5 Key price and rental assumptions

China — Tier-one cities China — Tier-two cities Hong Kong
Residential price growth 2018E 2019E Cap rate 2018E 2019E Cap rate Residential price growth 2018E 2019E Cap rate
Villas 0% 20% 4.0% 10% 10% 5.0% Villas 5% 5%
Luxury 0% 20% 4.0% 10% 10% 5.0% Luxury 5% 5%
Above average 0% 20% 5.0% 10% 10% 6.0% Above average 10% 5%
Mass market 0% 20% 5.0% 10% 10% 6.0% Mass market 10% 10%
Remote 0% 20% 6.0% 10% 10% 7.0% Remote 5% 5%
Office rental growth Office rental growth
Top Grade A 0% 0% 6.0% 0% 0% 9.0% Central 5.0% 2.5% 3.0%
Grade A 0% 0% 8.0% 0% 0% 10.0% WC/CWB 2.5% 2.5% 3.5%
Grade B 0% 0% 10.0% 0% 0% 11.0% HKE 5.0% 5.0% 3.5%
TST 0.0% 0.0% 4.0%
KLE -5.0% -5.0% 5.0%
Retail rental growth Retail rental growth
Mall 0% 0% 4.5% 0% 0% 5.5% Destination High end 0% 5.0% 4.0%
Street 0% 0% 4.5% 0% 0% 5.5% Destination —Others 0% 5.0% 4.0%
Auxiliary 0% 0% 4.0% 0% 0% 5.0% Neighbourhood High end 2.5% 5.0% 3.5%
Hotel rental growth
5-star 0% 0% 8.0% 0% 0% 9.0% 0% 0% 6.0%
4-star 0% 0% 9.0% 0% 0% 10.0% 0% 0% 7.0%
3-star 0% 0% 10.0% 0% 0% 11.0% 0% 0% 8.0%
Source: Macquarie Research, September 2018
Fig 6 NWDL revenue growth, FY15-20E Fig 7 NWDL adjusted earnings growth, FY15-20E
80.0 4 HKD bn 12.0 4 HKD bn
70.7 10.5
70.0 | 65.0 67.7
: 10.0 | 9.6
59.6
60.0 1 552 56.6
8.0 - 1 7.7
50.0 + 6.8 6.9 :
40.0 + 6.0
30.0 +
4.0
20.0 ~
2.0 ~
10.0
2015 2016 2017 2018 2019E 2020E 2015 2016 2017 2018 2019E 2020E
Source: Company data, Macquarie Research, September 2018 Source: Company data, Macquarie Research, September 2018
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Fig 8 Financial summary (HK$ m)

Summary 2016 2017 2018E 2019E 2020E
Revenue 59,570 56,629 64,999 70,658 67,697
Cost of sales (41,048) (38,413) (42,173) (45,297) (39,702)
Gross profit 18,522 18,216 22,827 25,361 27,995
Adjusted net profit 6,893 7,133 7,681 9,629 10,507
Gross margin 31% 32% 35% 36% 41%
Underlying profit margin 12% 13% 12% 14% 16%
Financial stability

Net gearing” 32% 44% 37% 38% 31%
Interest coverage 2.3 2.0 3.23 2.68 3.29
Associates/Net profit 54% 39% 26% 55% 42%
SGA/Revenue 6% 5% 14% 16% 14%
Tax/Pre-tax income 16% 40% 11% 9% 16%
Net operating cash flow 13,636 13,944 16,966 4,047 21,153
Net investing cash flow (3,893) (9,153) (8,188) (15,354) (12,340)
Net financing cash flow (12,068) (8,837) (3,761) (4,767) (2,954)

Treating perpetual bonds as debts
Source: Bloomberg, Company data, Macquarie Research, September 2018
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Fig 9 End-18E land bank breakdown by city

Fig 10 End-18E land bank breakdown by city

Others 22%

000 sgm % of total
Hong Kong 1,908 26%
Guangzhou 1,475 21%
Shenyang 927 13%
Foshan 820 11%
Anshan 520 7%
Others 1,595 22%
Total 7,245 100%

The company has projects spread over 16 cities. In terms of GFA,
Hong Kong has the largest land bank, accounting for 26% of total

GFA, followed by Guangzhou, Shenyang, Foshan and Anshan. Tier-
one cities, including HK and Macau, contribute 52% of GFA while tier-

two cities account for 17%.

Source: Company data, Macquarie Research, September 2018

Fig 11 End-FY18E GAV breakdown by city

Hong Kong

. 26%

Anshan 7%

Foshan 11%

Shenyang
13%

Guangzhou
21%

Source: Company data, Macquarie Research, September 2018

Fig 12 End-18E GAV breakdown by city

HK$ m % of total

Hong Kong 42 49%
Guangzhou 17 20%
Beijing 6 %
Shenzhen 5%
Shenyang 4

Others 12 14%
Total 85 100%

We estimate end-18 GAV of Hong Kong accounts for 49% of the value ,

followed by Guangzhou, Beijing, Shenzhen and Shenyang. Tier-one
cities, including HK and Macau, contribute 81% of GFA while tier-two
cities account for 8%.

Source: Company data, Macquarie Research, September 2018

Fig 13 KERR property development exposure by city

Shenyan
Shenzhen 50}3 9 Others
5% 14%
Beijing
7%

Hong Kong
49%

Guangzhou
20%

Source: Company data, Macquarie Research, September 2018

Tier-1 cities Tier-2 cities Tier-3 cities Others Total
BJ SH Gz Sz HK Philippines

Revenue - 2018F 9% 7% 14% 2% 31% 0% 22% 7% 8% 100%
Revenue - 2019F 2% 0% 5% 0% 78% 0% 6% 4% 4% 100%
Revenue - 2020F 3% 0% 26% 0% 20% 0% 31% 7% 13% 100%
GAV - 2018F % 0% 20% 5% 49% 0% 8% 6% 6% 100%
GAV - 2019F 7% 0% 22% 6% 46% 0% 8% 6% 5% 100%
GAV - 2020F 8% 0% 22% 4% 42% 0% 10% 6% % 100%
Source: Company data, Macquarie Research, September 2018
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Fig 14 Major gross contracted sales by development properties in coming years (HK$m)

Contracted Sales 2018F 2019F 2020F 2021F
Sai Kung Mount Pavilia 11,985 2,371 1,916 1,437
North Point Fleur Pavilia 10,063 4,736 0 0
Cheung Sha Wan Tonkin Street project 3,612 0 0 0
Guangzhou New World Car parks 3,307 0 3,575 3,575
Ningbo Ningbo New World 3,005 2,047 1,583 0
Ma On Shan Double Cove 2,000 2,800 0 0
Yuen Long Reach Summit 0 2,740 0 0
Kowloon City Sheung Heung Road URA project 0 2,514 0 0
Ho Man Tin 74 Waterloo Road 0 1,802 0 0
Mid-Levels Babington Hill 292 1,530 0 0
Sha Tin Tai Wai Station 0 0 13,840 18,453
Shenzhen Qianhai commercial complex 0 0 5,005 0
Shenzhen Shekou Free Trade Zone 0 0 4,705 5,691
Guangzhou Park Paradise 339 492 1,438 1,459
Wuhan Qiaokou Times New World 1,129 1,324 1,356 904
Shenyang New World Garden 1,000 838 1,331 2,392
Shenyang New World Center 0 0 1,345 1,921
Yangzhou Phoenix Waterside Land No.2 0 0 0 1,336
Guangzhou Covent Garden - Lake side 637 1,075 1,200 1,011
Kwun Tong Project B Tsun Yip Street 46 0 0 0 913
Cheung Sha Wan King Lam Street 0 0 0 0
Mid-Levels 4A-4P Seymour Road 0 0 0 0
Beijing Xin Yu Garden 0 0 0 0
Guangzhou Easter Transportation Hub in Zengcheng 0 0 0 0
Changsha La Ville New World 262 645 565 565
Others 16,045 11,678 5,766 4,204
Total 53,679 36,594 43,627 43,952
Source: Company data, Macquarie Research, September 2018

Fig 15 Major development revenue contribution in coming years (HK$m)

Revenue 2018F 2019F 2020F 2021F
Sai Kung Mount Pavilia 4,647 9,906 3,453 1,437
Cheung Sha Wan Tonkin Street project 3,612 0 0 0
Shenyang New World Garden 3,357 914 4,907 2,455
Guangzhou New World Car parks 3,220 0 3,476 3,476
Wuhan Qiaokou Times New World 2,909 666 1,978 1,257
Tsuen Wan The Pavilia Bay 0 10,115 0 0
Yuen Long Park Villa 0 2,052 0 0
Western Artisan House 3 1,921 5 5
Yau Tsim Mong The Masterpiece 778 1,458 0 0
Guangzhou Covent Garden - Lake side 909 1,037 1,158 975
Guangzhou Park Paradise 110 232 2,369 1,595
Langfang New World Garden 1,260 143 1,932 0
Kwun Tong Project A Tsun Yip Street 43-45 0 0 1,513 0
Shenyang New World Center 0 0 1,475 815
Changsha La Ville New World 737 418 1,376 546
Shenzhen Qianhai commercial complex 0 0 0 4,910
Kowloon City Sheung Heung Road URA project 0 0 0 2,514
Yangzhou Phoenix Waterside Land No.2 0 0 0 1,307
Foshan Canton First Estate 1,415 971 817 884
Beijing Li Zun Yuzhuang Project 2,842 675 714 654
Sha Tin Tai Wai Station 0 0 0 0
Ho Man Tin 74 Waterloo Road 0 0 0 0
Kwun Tong Project B Tsun Yip Street 46 0 0 0 0
Guangzhou Central Park-view 186 380 402 403
Anshan New World Garden Grandoise 2A 0 0 0 0
Others 5,355 4,246 4,226 1,229
Total 31,342 35,136 29,801 24,464

Source: Company data, Macquarie Research, September 2018
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Fig 16 Consensus 12mth forward PER for NWDL, Latest price=10.36 PE=11.0 (5-yr average=11.1);

18 1 F12M PE (LHS) = = =«5YR-AVE F12M PE (LHS) Stock price (RHS) r 16.0
16 14.0
14 12.0
12
10.0
10
8.0
8
6.0
6
4l - 4.0
2 - 20
= T T T T T T T 0.0
Mar 11 Mar 12 Mar 13 Mar 14 Mar 15 Mar 16 Mar 17 Mar 18
Source: Factset, Macquarie Research, September 2018
Fig 17 P/BV for NWDL PB=0.51 (5-yr average=0.49)
0.8 4 L12M PB (LHS) === =<5YR-AVE L12M PB (LHS) Stock price (RHS) r 16.0
0.7 - 14.0
0.6 - 12.0
0.5 - 10.0
0.4 - 8.0
0.3 - 6.0
0.2 4 - 4.0
0.1 4 - 2.0
0.0 T T T T T T T 0.0
Mar 11 Mar 12 Mar 13 Mar 14 Mar 15 Mar 16 Mar 17 Mar 18
Source: Factset, Macquarie Research, September 2018
Fig 18 12-mth forward NAV for NWDL, NAV discount= 50% (5-yr average= 47%)
O% T N T T T N T T N T 16
NAV discount (%, LHS) = = =« 5YR-AVE F12M NAV discount (LHS) Stock Price (RHS)
-10% - L 14
. 0f -
20% F 12
-30% 10
N\ i
-40% ,W
4 Wy AU | Ay [ 4 1) (R ° oty V AR, | PYA. I ) VO, - - 8
-50%
r 6
-60% -
-70% - L4
-80% -| r2
-90% - -0
Mar 11 Mar 12 Mar 13 Mar 14 Mar 15 Mar 16 Mar 17 Mar 18
Source: Factset, Macquarie Research, September 2018
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Macquarie Quant View

The Quant View page below has been derived from models that are developed and maintained by Sales and Trading
personnel at Macquarie. The models are not a product of the Macquarie Research Department.

The quant model currently holds a marginally positive view on New World A Attractive .
g . A Displays where the

Development. The strongest style exposure is Price Momentum, indicating ,

- h ) ) > company’s ranked based on
this stock has had strong medium to long term returns which often persist “n
) ) T . = the fundamental consensus
into the future. The weakest style exposure is Profitability, indicating this g + Price Target and
stock is not efficiently converting investments to earnings; proxied by ratios o M ie’s Quantitati
like ROE or ROA £ acquarie’s Quantitative

: 3 Alpha model.
330/1002 E Two rankings: Local market
. (Hong Kong) and Global
Global rank in > sector (Real Estate)
Real Estate Quant

% of BUY recommendations 85% (11/13) # Local market rank @ Global sector rank
Number of Price Target downgrades 0
Number of Price Target upgrades 0
Macquarie Alpha Model ranking Factors driving the Alpha Model
A list of comparable companies and their Macquarie Alpha model score  For the comparable firms this chart shows the key underlying styles and their
(higher is better). contribution to the current overall Alpha score.

Kerry Properties Kerry Properties

Sun Hung Kai Properties Sun Hung Kai Properties

Wheelock and Co Wheelock and Co

Henderson Land Henderson Land

Sino Land Sino Land

New World Development New World Development

30 20 10 20 30 -100% -80% -60% -40% -20% 0%  20% 40% 60% 80% 100%
M valations M Growth .Profitability | Earnings Price .Quality
Momentum Momentum
Macquarie Earnings Sentiment Indicator Drivers of Stock Return

The Macquarie Sentiment Indicator is an enhanced earnings revisions Breakdown of 1 year total return (local currency) into returns from dividends, changes
signal that favours analysts who have more timely and higher conviction in forward earnings estimates and the resulting change in earnings multiple.
revisions. Current score shown below.

. Kerry Properties
Kerry Properties
. . Sun Hung Kai Properties
Sun Hung Kai Properties
Wheelock and Co Wheelock and Co

Henderson Land Henderson Land

Sino Land Sino Land

New World Development New World Development

T
10 20 30 -50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50%
M Dividend Return [l Multiple Return [l Earnings Outlook [l 1Yr Total Return

-3.0 -2.0 -1.0

What drove this Company in the last 5 years How it looks on the Alpha model
Which factor score has had the greatest correlation with the company’s A more granular view of the underlying style scores that drive the alpha (higher is
returns over the last 5 years. better) and the percentile rank relative to the sector and market.
< Negatives Positives =
Normalized Percentile relative Percentile relative
Price to Book NTM Score to sector(/1002) to market(/594)
y ' Alpha Model Score 036 ] | ]
Dividend ield Fr1 Valuation 003 E— —
Dividend Yield LTM Growth 028 ] .
Dividend Yield FY0 ) Profitability -0.72 [ ] [ ]
) Earnings Momentum -0.07 [ ] ]
Profit Margin NTM Price Momentum 0.04 | I
Profit Margin FY1 Quality -0.29 ] .
Capital & Funding -0.34 [ ] [ ]
Turnover (USD) 250 Day Liquidity -180 | |
Eamnings Stability Risk 0.18 | ] |
Technicals & Trading 011 ] [ ]

! o
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Source (all charts): FactSet, Thomson Reuters, and Macquarie Quant. For more details on the Macquarie Alpha model or for more customised analysis and
screens, please contact the Macquarie Global Quantitative/Custom Products Group (cpg@macguarie.com)
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New World Development (17 HK, Outperform, Target Price: HK$14.56)

Interim Results 2H/17A 1H/18E 2H/18E 1H/19E Profit & Loss 2017A 2018E 2019E 2020E
Net Property Income m 13,947 2,042 2,042 2,540 Net Property Income m 24,389 4,084 5,081 6,659
Development Income m 12,948 13,817 17,525 23,587 Development Income m 25,968 31,342 35,136 29,801
Other Revenue m 3,094 0 29,573 0 Other Revenue m 6,272 29,573 30,441 31,237
Total Revenue m 29,989 15,859 49,140 26,128 Total Revenue m 56,629 64,999 70,658 67,697
Management Fees m 0 0 0 0 Management Fees m 0 0 0 0
Other Expenses m 0 0 0 0 Other Expenses m 0 0 0 0
EBITDA m 5,081 7,246 8,626 11,205 EBITDA m 11,383 15,873 16,207 20,341
Dep & Amortisation m 1,007 976 976 976 Dep & Amortisation m 1,953 1,953 1,953 1,953
EBIT m 4,075 6,270 7,650 10,229 EBIT m 9,430 13,920 14,254 18,389
Net Interest Income m -207 -375 -375 -1,125 Net Interest Income m -446 -750 -2,250 -2,550
Associates m 2,454 -0 2,002 -1,762 Associates m 3,925 2,002 5,278 4,451
Exceptionals m 809 0 30,000 0 Exceptionals m 1,792 30,000 30,000 30,000
Other Pre-Tax Income m 274 0 0 0 Other Pre-Tax Income m 529 0 0 0
Pre-Tax Profit m 7,404 5,895 39,277 7,341 Pre-Tax Profit m 15,230 45,172 47,282 50,290
Tax Expense m -2,506 -2,890 -2,007 -2,327 Tax Expense m -4,756 -4,897 -3,810 -7,109
Net Profit m 4,899 3,005 37,270 5,015 Net Profit m 10,475 40,274 43,472 43,181
Minority Interests m -1,292 -421 -2,172 -1,222 Minority Interests m -2,403 -2,594 -3,844 -2,674
Reported Earnings m 3,607 2,583 35,098 3,793 Reported Earnings m 8,072 37,681 39,629 40,507
Adjusted Earnings m 2,132 2,583 5,098 3,793 Adjusted Earnings m 7,133 7,681 9,629 10,507
EPS (rep) 0.38 0.27 3.49 0.37 EPS (rep) 0.86 3.81 3.88 3.97
EPS (ad)) 0.23 0.27 0.51 0.37 EPS (ad)) 0.76 0.77 0.94 1.03
EPS Growth yoy (adj) % -43.5 -50.1 125.1 39.9 EPS Growth (adj) % -0.7 2.0 22.0 9.1
PE (rep) X 12.1 2.7 2.7 2.6
PE (adj) X 13.7 134 11.0 10.1
EBITDA Margins % 16.9 45.7 17.6 42.9 Total DPS 0.46 0.48 0.50 0.52
EBIT Margins % 13.6 395 15.6 39.1 Total Div Yield % 4.5 4.6 4.8 5.0
Earnings Split % 29.9 33.6 66.4 39.4 Basic Shares Outstanding m 9,815 10,206 10,206 10,206
Revenue Growth % 16.3 -40.5 63.9 64.8 Diluted Shares Outstanding m 9,427 9,885 10,206 10,206
EBIT Growth % 155 17.1 87.8 63.1
Profit & Loss Ratios 2017A 2018E 2019E 2020E Cashflow Analysis 2017A 2018E 2019E 2020E
Revenue Growth % -4.9 14.8 8.7 -4.2 EBITDA m 11,383 13,328 15,688 20,166
EBITDA Growth % 5.1 39.4 2.1 255 Tax Paid m 3,938 -5,149 -3,204 -7,387
EBIT Growth % 6.0 47.6 2.4 29.0 Chg in Working Capital m -11,752 9,537 -6,187 10,925
EBITDA Margins % 20.1 24.4 22.9 30.0 Net Interest Paid m -3,546 -750 -2,250 -2,550
EBIT Margins % 16.7 21.4 20.2 27.2 Other m 3,925 0 0
Net Profit Margins % 12.6 11.8 13.6 155 Operating Cashflow m 3,947 16,966 4,047 21,153
Payout Ratio % 61.3 61.5 53.0 50.5 Acquisitions m -15,832 -6,677 -13,776 -11,573
EV/EBITDA X 12.0 10.5 8.7 7.5 Capex m 0 0 0 0
EV/EBIT X 13.7 11.7 9.6 8.2 Asset Sales m -8,216 -1,512 -1,578 -766
Other m 343 0 0 0
Balance Sheet Ratios Investing Cashflow m -23,705 -8,188 -15,354 -12,340
ROE % 3.9 3.8 4.1 3.9 Dividend (Ordinary) m -4,117 -4,504 -4,855 -5,100
ROA % 2.3 3.1 2.9 35 Equity Raised m 11,795 -0 -0 -0
ROIC % 2.3 4.1 3.9 4.1 Debt Movements m 12,188 0 0 0
Net Debt/Equity % 36.2 315 33.2 27.6 Other m 11,912 743 88 2,146
Interest Cover X 211 18.6 6.3 7.2 Financing Cashflow m 31,778 -3,761 -4,767 -2,954
Price/Book X 0.5 0.5 0.4 0.4
Book Value per Share 19.0 215 24.9 28.4 Net Chg in Cash/Debt m 12,021 5,017 -16,074 5,859
Free Cashflow m 3,947 16,966 4,047 21,153
Balance Sheet 2017A 2018E 2019E 2020E
Cash m 67,107 66,901 50,827 56,686
Receivables m 26,929 32,139 34,937 33,473
Inventories m 84,127 79,562 69,668 67,123
Investments m 125,760 146,075 186,575 228,975
Fixed Assets m 31,564 50,604 52,181 52,948
Intangibles m 15,266 15,266 15,266 15,266
Other Assets m 86,305 84,628 87,299 86,750
Total Assets m 437,056 475,175 496,753 541,221
Payables m 52,160 56,136 44,569 46,277
Short Term Debt m 21,225 21,225 21,225 21,225
Long Term Debt m 125,895 125,895 125,895 125,895
Provisions m 16,832 17,055 15,339 20,546
Other Liabilities m 0 0 0 0
Total Liabilities m 216,112 220,311 207,028 213,943
Shareholders' Funds m 186,091 219,269 254,042 289,449
Minority Interests m 34,853 35,596 35,683 37,829
Total S/H Equity m 220,945 254,864 289,726 327,278
Total Liab & S/H Funds m 437,056 475,175 496,753 541,221
All figures in HKD unless noted.
Source: Company data, Macquarie Research, September 2018
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >3% in excess of benchmark return
Neutral — return within 3% of benchmark return
Underperform — return >3% below benchmark return

Benchmark return is determined by long term nominal
GDP growth plus 12 month forward market dividend
yield, which is currently around 9%.

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Mazi Macquarie — South Africa

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie - Canada

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return
Underperform — return >5% below benchmark return

Macquarie - USA

Outperform (Buy) — return >5% in excess of Russell
3000 index return

Neutral (Hold) — return within 5% of Russell 3000 index
return

Underperform (Sell)- return >5% below Russell 3000
index return

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high-highest risk — Stock should be
expected to move up or down 60—100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30-40% in a year.

Low-medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.

* Applicable to Asia/Australian/NZ/Canada stocks
only

Recommendations — 12 months

Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 30 June 2018

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

AUINZ Asia RSA USA CA EUR
Outperform 52.87% 61.26% 48.86% 47.54% 69.86% 46.61% (for global coverage by Macquarie, 3.51% of stocks followed are investment banking clients)
Neutral 34.10% 27.25% 36.36% 46.72% 21.92% 43.22% (for global coverage by Macquarie, 2.10% of stocks followed are investment banking clients)
Underperform 13.03% 11.49% 14.77% 5.74% 8.22% 10.17% (for global coverage by Macquarie, 0.00% of stocks followed are investment banking clients)
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(all figures in HKD currency unless noted)

Note: Recommendation timeline — if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, September 2018

12-month target price methodology

17 HK: HK$14.56 based on a Sum of Parts methodology

Company-specific disclosures:

17 HK: Macquarie Capital Limited makes a market in the securities of New World Development Co Ltd.
Important disclosure information regarding the subject companies covered in this report is available at www.macguarie.com/research/disclosures.

Date Stock Code (BBG code) Recommendation Target Price
04-Jun-2018 17 HK Qutperform HK$14.37
24-Feb-2017 17 HK Outperform HK$14.14
09-Dec-2016 17 HK Outperform HK$13.15
05-Oct-2016 17 HK Outperform HK$13.10
08-Sep-2016 17 HK Outperform HK$11.51
16-Jun-2016 17 HK Outperform HK$9.05
24-Feb-2016 17 HK Outperform HK$9.26
04-Dec-2015 17 HK Outperform HK$9.46
20-Nov-2015 17 HK Outperform HK$8.77
15-Oct-2015 17 HK Outperform HK$9.01

Target price risk disclosures:

17 HK: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates,
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to

manage certain of these exposures.
Analyst certification:

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or
their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities.
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General disclaimers:

Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital Markets North America
Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie
Securities (NZ) Ltd; Mazi Macquarie Securities (RF) (Pty) Ltd; Macquarie Capital Securities (India) Pvt Ltd; Macquarie Capital Securities (Malaysia) Sdn
Bhd; Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the purposes of the
Banking Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46
008 583 542 (MBL) or MGL. MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the above mentioned
entities. MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities
(Singapore) Pte Ltd for up to SGD 35 million. This research has been prepared for the general use of the wholesale clients of the Macquarie Group and
must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the
information in this research in any way. If you received it in error, please tell us immediately by return e-mail and delete the document. We do not
guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. MGL has
established and implemented a conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to
regulatory requirements (including the FCA Rules) which sets out how we must seek to identify and manage all material conflicts of interest. Nothing in
this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any transaction. In
preparing this research, we did not take into account your investment objectives, financial situation or particular needs. Macquarie salespeople, traders
and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the
opinions expressed in this research. Macquarie Research produces a variety of research products including, but not limited to, fundamental analysis,
macro-economic analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from
recommendations contained in other types of research, whether as a result of differing time horizons, methodologies, or otherwise. Before making an
investment decision on the basis of this research, you need to consider, with or without the assistance of an adviser, whether the advice is appropriate
in light of your particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities
can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of
the investment. This research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty
that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions expressed are subject
to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising
from any use of this research and/or further communication in relation to this research. Clients should contact analysts at, and execute transactions
through, a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. The date and timestamp for above share price and
market cap is the closed price of the price date. #CLOSE is the final price at which the security is traded in the relevant exchange on the date indicated.
Members of the Macro Strategy team are Sales & Trading personnel who provide desk commentary that is not a product of the Macquarie Research
department or subject to FINRA Rule 2241 or any other regulation regarding independence in the provision of equity research.

Country-specific disclaimers:

Australia: In Australia, research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947), a participating organization of the
Australian Securities Exchange. Macquarie Securities (Australia) Limited staff involved with the preparation of research have regular interaction with
companies they cover. Additionally, Macquarie Group Limited does and seeks to do business with companies covered by Macquarie Research. There
are robust information barriers in place to protect the independence of Macquarie Research’s product. However, recipients of Macquarie Research
should be aware of this potential conflict of interest. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd,
a NZX Firm. Canada: In Canada, research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd., a (i) member of the
Investment Industry Regulatory Organization of Canada and the Canadian Investor Protection Fund, and (ii) participating organisation of the Toronto
Stock Exchange, TSX Venture Exchange & Montréal Exchange. This research is distributed in the United States, as third party research by Macquarie
Capital Markets North America Ltd., which is a registered broker-dealer and member of Financial Industry Regulatory Authority and the Securities
Investor Protection Corporation. Macquarie Capital Markets North America Ltd. accepts responsibility for the contents of reports issued by Macquarie
Capital Markets Canada Ltd. in the United States and sent to US persons. Any US person wishing to effect transactions in the securities described in
the reports issued by Macquarie Capital Markets Canada Ltd. should do so with Macquarie Capital Markets North America Ltd. This research is
intended for distribution in the United States only to major Institutional Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities
Exchange Act of 1934, as amended) and is not intended for the use of any person or entity that is not a major institutional investor. Research analysts
of Macquarie Capital Markets Canada Ltd. are not registered/qualified as research analysts with FINRA. The Research Distribution Policy of Macquarie
Capital Markets Canada Ltd. is to allow all clients that are entitled to have equal access to our research. United Kingdom: In the United Kingdom,
research is issued and distributed by Macquarie Capital (Europe) Ltd, which is authorised and regulated by the Financial Conduct Authority (No.
193905). Germany: In Germany, this research is issued and/or distributed by Macquarie Capital (Europe) Limited, Niederlassung Deutschland, which is
authorised and regulated by the UK Financial Conduct Authority (No. 193905). and in Germany by BaFin. France: In France, research is issued and
distributed by Macquarie Capital (Europe) Ltd, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority (No.
193905). Hong Kong & Mainland China: In Hong Kong, research is issued and distributed by Macquarie Capital Limited, which is licensed and
regulated by the Securities and Futures Commission. In Mainland China, Macquarie Securities (Australia) Limited Shanghai Representative Office only
engages in non-business operational activities excluding issuing and distributing research. Only non-A share research is distributed into Mainland China
by Macquarie Capital Limited. Japan: In Japan, research is Issued and distributed by Macquarie Capital Securities (Japan) Limited, a member of the
Tokyo Stock Exchange, Inc. and Osaka Exchange, Inc. (Financial Instruments Firm, Kanto Financial Bureau (kin-sho) No. 231, a member of Japan
Securities Dealers Association). India: In India, research is issued and distributed by Macquarie Capital Securities (India) Pvt. Ltd. (CIN:
U65920MH1995PTC090696), 92, Level 9, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai — 400 051, India, which is a
SEBI registered Research Analyst having registration no. INHO00000545. Malaysia: In Malaysia, research is issued and distributed by Macquarie
Capital Securities (Malaysia) Sdn. Bhd. (Company registration number: 463469-W) which is a Participating Organisation of Bursa Malaysia Berhad and
a holder of Capital Markets Services License issued by the Securities Commission. Taiwan: In Taiwan, research is issued and distributed by Macquarie
Capital Limited, Taiwan Securities Branch, which is licensed and regulated by the Financial Supervisory Commission. No portion of the report may be
reproduced or quoted by the press or any other person without authorisation from Macquarie. Nothing in this research shall be construed as a
solicitation to buy or sell any security or product. The recipient of this report shall not engage in any activities which may give rise to potential conflicts of
interest to the report. Research Associate(s) in this report who are registered as Clerks only assist in the preparation of research and are not engaged in
writing the research. Macquarie may be in past one year or now being an Issuer of Structured Warrants on securities mentioned in this report. Thailand:
In Thailand, research is produced, issued and distributed by Macquarie Securities (Thailand) Ltd. Macquarie Securities (Thailand) Ltd. is a licensed
securities company that is authorized by the Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is an exchange
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed
Companies made pursuant to the policy of the Securities and Exchange Commission of Thailand. Macquarie Securities (Thailand) Ltd does not endorse
the result of the Corporate Governance Report of Thai Listed Companies but this Report can be accessed at: http://www.thai-
iod.com/en/publications.asp?type=4. South Korea: In South Korea, unless otherwise stated, research is prepared, issued and distributed by Macquarie
Securities Korea Limited, which is regulated by the Financial Supervisory Services. Information on analysts in MSKL is disclosed at
http://dis.kofia.or.kr/iwebsquare/index.jsp?w2xPath=/wg/fundMgr/DISFundMgrAnalystStut.xmlI&divisionld=MDIS03002001000000&serviceld=SDIS03002
001000. South Africa: In South Africa, research is issued and distributed by Mazi Macquarie Securities (RF) (Pty) Ltd, a member of the JSE Limited.
Singapore: In Singapore, research is issued and distributed by Macquarie Capital Securities (Singapore) Pte Ltd (Company Registration Number:
198702912C), a Capital Markets Services license holder under the Securities and Futures Act to deal in securities and provide custodial services in
Singapore. Pursuant to the Financial Advisers (Amendment) Regulations 2005, Macquarie Capital Securities (Singapore) Pte Ltd is exempt from
complying with sections 25, 27 and 36 of the Financial Advisers Act. All Singapore-based recipients of research produced by Macquarie Capital
(Europe) Limited, Macquarie Capital Markets Canada Ltd, Mazi Macquarie Securities (RF) (Pty) Ltd and Macquarie Capital (USA) Inc. represent and
warrant that they are institutional investors as defined in the Securities and Futures Act. United States: In the United States, research is issued and
distributed by Macquarie Capital (USA) Inc., which is a registered broker-dealer and member of FINRA. Macquarie Capital (USA) Inc, accepts
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responsibility for the content of each research report prepared by one of its non-US affiliates when the research report is distributed in the United States
by Macquarie Capital (USA) Inc. Macquarie Capital (USA) Inc.’s affiliate’s analysts are not registered as research analysts with FINRA, may not be
associated persons of Macquarie Capital (USA) Inc., and therefore may not be subject to FINRA rule restrictions on communications with a subject
company, public appearances, and trading securities held by a research analyst account. Information regarding futures is provided for reference
purposes only and is not a solicitation for purchases or sales of futures. Any persons receiving this report directly from Macquarie Capital (USA) Inc. and
wishing to effect a transaction in any security described herein should do so with Macquarie Capital (USA) Inc. Important disclosure information
regarding the subject companies covered in this report is available at www.macquarie.com/research/disclosures, or contact your registered
representative at 1-888-MAC-STOCK, or write to the Supervisory Analysts, Research Department, Macquarie Securities, 125 W.55th Street, New York,
NY 10019.

© Macquarie Group
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