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Dragon banishes bears

e Bear market trough now appears behind us; we believe we have
had our 'Lehman's moment' for this cycle

e Some profit taking is inevitable but the bias should be upward
e We identify sectors and stocks vulnerable to profit-taking and
candidates for new investment
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= Summary

We are very encouraged by the
strong rally in the first few weeks of
2012. As the Year of the (timid)
Rabbit gives way to that of the (fiery)
Dragon, we believe that the stage is
set for a rewarding year for Chinese
equities. We remain convinced that
the October 2011 trough was the
bear market low and reiterate our
view that investors need to be fully
weighted in the market. Against that
positive backdrop, the HSCEI has
moved into technically overbought
territory and some profit-taking
seems likely. We identify stocks that
appear vulnerable in the near term.

So far, 2012 has been very rewarding
for investors who kept faith with the
China story. To Friday 3 February,
the HSCEI had risen by 16.8% YTD
and by 42.3% from its October 2011
low. We warned bearish investors in
4Q11 that Chinese equity valuations
were so depressed, and sentiment so
gloomy, that any good news was
likely to trigger a substantial rally.
That news came in the form of a
growing perception that hard
landing risks are receding as
monetary easing has commenced
and economic numbers have been
stronger than expected. Additionally,

we have seen a steady trickle of news
relating to the development of the
institutional investor base in China,
which would be supportive in the
medium term. Finally, the flow of
negative news from Europe (the

most likely source of external shocks)
has abated since the start of the year.

We are now of the view that we have
had our ‘Lehman’s’ moment (the
event that signals the bear market low)
for this cycle. Many had expected, and
indeed still expect, this to be a Euro-
crisis related incident. However, we
believe that it came in summer 2011 in
the form of the crescendo of cyclical
(hard landing) and structural (LGFV
crisis, property crash, bank NPL
upsurge) pessimism that drove the
market to its 4 October trough. The
extent of international investor
pessimism towards China was
reflected in the underperformance of
H shares relative to A shares from
August to October 2011 (see the chart
on this page). This helps to explain the
outperformance of the H shares since
the bear market low.

Looking forward, while we retain a
very positive bias towards the
market this year, some profit-taking
seems inevitable since:

1. The base of China’s economic
recovery remains relatively
narrow and could be derailed by
external shocks. Economic news
flow in the next few weeks is
unlikely to be all positive.

2. Further monetary easing should
be very gradual.
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3. The HSCEI looks overbought,
having breached RSI 70. A level
of 12,000 on the HSCEI also
offers technical resistance.

At the stock level, we have screened
our universe and considered:

e Current RSI overbought/sold
levels

YTD price changes
e Current level of new shorts

e Fundamentals (upside to our
target prices)

We then identify near-term
opportunities to take profits or to
add to positions. Specific stock
names follow below, in summary:

Overbought:
Banks feature heavily here, along

with the Oil stocks, several Gaming
names and a range of Machinery
and Rail names.

Laggards:
Utilities inevitably feature strongly,

together with Coal, Cement,
Autos and Power Equipment.
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Important disclosures, including any required research certifications, are provided on the last two pages of this report.
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Where to now?

Upward bias likely to continue in 2012

Where to take profits, where to
bargain hunt

As discussed on the front page, the Chinese market is at
an interesting inflection point after the strong New
Year rally. On the one hand, the H share index is
looking somewhat overbought and vulnerable to profit-
taking. At the end of January, the RSI
overbought/oversold indicator moved above the 70
level, which signals an overbought situation.

= HSCEI has moved into overbought territory
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On the plus side, the market remained firmly
overbought on this measure for the best part of a
month in October 2010, rising almost 15% from the
point at which it first went above 70, so this is not an
infallible indicator of an imminent correction.

In addition, while it is encouraging that the index has
broken up through the 11,000 level, which had been a
barrier in both August and November last year, it is less
than 4% away from what would appear to be a
significant resistance level at 12,000.
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= HSCEI: resistance ahead at 12,000 level
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Finally, while trading volumes have recovered from the
depressed levels of 4Q11, they remain relatively
anaemic, leaving some doubt about whether the market
has the energy to punch up through that resistance
level.

= Daily trading volumes remain close to recent average
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On the other hand, it is always dangerous to
underestimate the momentum of a rally when a market
is coming off a period of extreme bearishness and
ultra-low valuations, which is where the current
upswing started in 4Q11. Moreover, the pattern of new
shorting activity in the market seems to point to a
change in market sentiment since the October trough.
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= New short positions and the HSCEI
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The preceding chart shows the HSCEI and the five-day
moving average of new short positions taken out. As we
have pointed out previously, the October Index trough
coincided with a new peak in short activity, implying
potential upward momentum from short covering. We
saw two bouts of apparent short covering in early and
late January, which pushed new short positions to a 12-
month low before the recent rebound. That should have
been a signal of a looming correction, but the fact that
the market pushed higher in the face of this appears to
point to strong underlying support. Basically, the trend
in new short positions appears to have reversed the
uptrend that was in place for most of 2011, suggesting
investors are wary of betting against a rising market.

Finally, while there will undoubtedly be trading
opportunities as the year progresses, it is worth
remembering that despite the strong recent rally, at
9.4x 12-month forward earnings, the MSCI China index
is still very much at the low end of its long-term
valuation range. In that sense, we would focus more on
buying on dips than selling on rallies.

= MSCI China PER still at the low end of the long-term range
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Sector and Stock
Recommendations

Sectors vulnerable to profit-taking

Banks: We stressed in our 2012 China Outlook report
(3 January 2012) our view that investors needed to be
fully weighted in the Banks Sector this year. We remain
committed to this view, but would point out that there
are five Chinese banks in our ‘Overbought’ list below.
Given our fundamentally positive stance on the sector,
we would regard this more as a signal to wait for a pull-
back before continuing to build positions rather than a
‘sell’ signal. For those investors who do want to take
some money off the table in the near term, however,
China Construction Bank (939 HK) looks the
most vulnerable at current levels.

Gaming: Another sector that leaves us with something
of a dilemma, as our sector analyst, Gavin Ho, is
positive and his two top picks — Galaxy (27 HK) and
Sands China (1928 HK) — have outperformed
significantly YTD. While they certainly have
momentum at the moment, the magnitude of the gains
and the fact that both are technically overbought
suggests vulnerability to profit-taking in the near term.

Oil: The strong YTD performance of Petrochina (857
HK) and Sinopec (386 HK) perhaps reflects
investors’ desire to rebuild positions in neglected large
caps. However, both now look overbought and have
downside to our target prices.

Machinery / Rail: These are two laggard sectors that
have taken off in 2012. China Railway

Construction (1186 HK) and Zoomlion (1157 HK)
are amongst the best-performing stocks in the entire
market YID. Longking (3339 HK) and China
Railway Group (390 HK) have lagged somewhat

but still outperformed the market. We are lukewarm at
best on these names and would certainly be more
willing to take profits here.

Laggards

On the flip side, it is interesting to note that while there
is an element of predictability about some of the
laggard sectors (eg, utilities, telcos, consumer staples),
several cyclical sectors that might have been expected
to participate in the rally have also trailed behind.
These include Aviation, Steel, Coal and Cement. One
reason for this may have been that there was no
shortage of cheap, high-quality, blue-chip names
(banks and insurance stocks, for example) for investors
to choose from in 4Q11, so in that sense there was no
need to go down the quality curve into deep cyclicals to
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play the market upturn. While we would continue to be
very wary of airlines and steel stocks, we are much
more positive on cement and coal stocks and would
focus our ‘laggard hunting’ attention there.

Coal: Yanzhou Coal (1171 HK) and our top sector
pick, China Shenhua (1088 HK), are both
prominent on our laggards list, with 15-20% upside
potential to our six-month target prices. We are
positive on the sector for 2012 and the weak trend in
1Q12 coal prices offers an opportunity to get positioned
in the key names.

Cement: West China Cement (2233 HK), China
National Building Materials (3323 HK) and
China Resources Cement (1313 HK) are all
comfortably placed in the middle of the RSI range and
have significant upside potential to our six-month
target prices. Again, we are positive on the sector
fundamentally in 2012.

Power & Power Equipment: In the Power sector,
our top pick, China Resources Power (836 HK),
has underperformed its peers, we believe at least partly
because of the company’s relatively high coal self-
sufficiency. With weak coal prices expected to reverse
in 2Q12, we see this as a good time to add to positions.
In the power equipment sector, we would stay with our
top pick Shanghai Electric (2727 HK).

Autos: Dongfeng Motor (489 HK) continues to
look cheap relative to peers in an industry that we
expect to perform well in 2012, while Brilliance
China (1114 HK) also looks neglected.
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® Overbought stocks which look vulnerable to profit-taking**

Upside / 5DMA short
downsideto  YTD Share interest minus
Ticker Name Rating Target price Share price target price price change RSI (14-day) YTD average*
45 HK Hong Kong and Shanghai Hotels 3 10.58 10.64 -0.6 23.6 79.3 (2.4)
1186 HK China Railway Construction 3 4.60 5.83 211 36.2 79.2 53
3311 HK China State Construction International 1 7.20 6.70 7.5 216 78.0 6.7
939 HK China Construction Bank 2 6.25 6.39 22 17.9 77.3 (1.6)
386 HK Sinopec Corp 3 8.40 9.62 -12.7 17.7 77.0 3.6
1800 HK China Communications Construction 1 7.50 7.59 -1.2 25.0 75.4 (1.0)
1928 HK Sands China 1 26.25 28.25 7.1 28.7 75.2 4.0
440 HK Dah Sing Financial 2 29.00 28.05 34 20.6 741 32
658 HK China High Speed Transmission 3 4.60 4.88 -5.7 435 741 1.1
2356 HK Dah Sing Banking Group 2 8.00 8.22 2.7 24.0 73.8 (2.1)
390 HK China Railway Group 3 2.70 2.88 -6.2 18.5 73.4 15
1071 HK Huadian Power International 3 1.46 1.81 -19.3 18.3 72.0 (3.2)
902 HK Huaneng Power International 2 4.57 4.77 -4.2 15.5 71.8 4.0
27 HK Galaxy Entertainment Group 1 19.54 18.08 8.1 27.0 71.2 4.6
3988 HK Bank of China 3 2.95 3.39 -13.0 185 70.6 0.7)
3328 HK Bank of Communications 2 6.80 6.42 5.9 18.2 70.4 74
1157 HK Zoomlion Heavy Industry 3 10.10 11.36 -11.1 35.9 70.2 54
998 HK China Citic Bank 3 440 5.02 124 14.9 68.6 13
2208 HK Xinjiang Goldwind Science & Technology 2 450 5.02 -104 20.7 67.3 (2.0
358 HK Jiangxi Copper 2 18.50 20.80 -11.1 24.0 67.1 8.1
200 HK Melco International Development 2 6.67 6.96 -4.2 20.6 66.9 6.3
3968 HK China Merchants Bank 2 19.40 18.04 75 14.9 66.6 4.2)
857 HK PetroChina 3 10.20 11.48 -11.1 18.7 65.9 23
3339 HK Lonking Holdings 4 251 327 -23.2 248 64.8 19
1766 HK CSR Corp 3 5.60 5.48 22 234 63.4 (2.1)
960 HK Longfor Properties 3 9.70 10.38 -6.6 18.2 62.6 7.8
2282 HK MGM China Holdings 2 11.80 11.86 -0.5 16.7 62.4 4.1)
1813 HK KWG Property 4 2.30 34 -32.6 30.2 61.5 10.4
1898 HK China Coal Energy 3 10.00 10.06 -0.6 20.0 61.0 0.7
Source: Bloomberg, Datwa forecasts Share prices are as of 3 February 2012
Note: *five-day moving average of new short interest; ** our picks are more tactical in nature and may be different from our ratings on these stocks, which are based on fundamentals with

a six-month time horizon.

® Laggards with good upside potential**

Upside / 5DMA short

downsideto ~ YTD Share interest minus

Ticker Name Rating Target price Share price target price price change RSI (14-day) YTD average*
696 HK TravelSky Technology 1 5.30 4.31 23.0 6.7 57.6 (4.0)
2688 HK ENN Energy 1 34.00 24.50 38.8 -1.6 571 75
1171 HK Yanzhou Coal Mining 1 22.60 18.62 214 123 55.8 28
951 HK Chaowei Power 1 5.10 3.21 58.9 0.0 55.4 0.5
2233 HK West China Cement 2 1.75 1.33 31.6 23 54.9 (2.2)
3323 HK China National Building Material 1 12.90 9.54 35.2 8.2 54.8 9.7
753 HK Air China 1 7.50 6.19 21.2 78 54.5 (5.9)
669 HK Techtronic Industries 1 10.50 8.71 20.6 9.0 54.3 (11.2)
1313 HK China Resources Cement Holdings 1 9.45 5.75 64.3 0.7 54.0 5.6
392 HK Beijing Enterprises 2 53.10 44.75 18.7 -4.0 53.4 (0.6)
489 HK Dongfeng Motor Group 1 16.90 14.32 18.0 75 53.0 1.1
1088 HK China Shenhua Energy 1 39.70 34.70 14.4 3.0 52.4 (1.8)
6 HK Power Assets 2 68.00 55.90 216 2.7 51.7 72
1114 HK Brilliance China Automotive 1 10.00 8.38 19.3 0.0 51.6 34
694 HK Beijing Capital International Airport 1 4.40 3.91 125 0.3 50.4 (0.4)
916 HK China Longyuan Power 1 7.60 5.87 29.5 -3.3 48.3 (0.5)
836 HK China Resources Power 1 18.00 14.72 22.3 1.7 47.6 (6.5)
1899 HK Xingda International 1 4.80 3.24 48.1 74 47.0 (0.5)
2727 HK Shanghai Electric Group 1 4.70 3.74 25.7 42 46.9 1.0
763 HK ZTE 2 32.01 22.30 435 -8.4 45.6 (1.1)
1038 HK Cheung Kong Infrastructure 2 55.80 43.25 29.0 -4.9 44.5 (3.1)
823 HK The Link REIT 2 323 28.05 15.2 -1.9 44.3 (1.3)
410 HK Soho China 3 6.00 5.10 17.6 -1.4 43.6 (11.3)

Source: Bloomberg, Daiwa forecasts Share prices are as of 3 February 2012

Note: *five-day moving average of new short interest;
a six-month time horizon.

ur picks are more tactical in nature and may be different from our ratings on these stocks, which are based on fundamentals with
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Daiwa’s Asia Pacific Research Directory

Hong Kong

Regional Research Head Nagahisa MIYABE (852) 2848 4971 nagahisa.miyabe@hk.daiwacm.com
Regional Research Co-head Christopher LOBELLO (852) 2848 4916 christopher.lobello@hk.daiwacm.com
Head of Product Management John HETHERINGTON (852) 2773 8787 john.hetherington@hk.daiwacm.com
Head of Thematic Research; Product Management Tathagata Guha ROY (852) 2773 8731 tathagata.guharoy@hk.daiwacm.com
Head of China Research, Chief Economist (Regional) Mingchun SUN (852) 2773 8751 mingchun.sun@hk.daiwacm.com
Macro Economics (Regional) Kevin LAI (852) 2848 4926 kevin.lai@hk.daiwacm.com
Regional Chief Strategist; Strategy (Regional) Colin BRADBURY (852) 2848 4983 colin.bradbury@hk.daiwacm.com
Head of Hong Kong Research; Regional Property Coordinator; Jonas KAN (852) 2848 4439 jonas.kan@hk.daiwacm.com
Co-head of Hong Kong and China Property; Property Developers (Hong Kong)

Automobiles and Components (China) Jeff CHUNG (852) 2773 8783 jeff.chung@hk.daiwacm.com

Head of Greater China FIG; Banking (Hong Kong, China) Grace WU (852) 2532 4383 grace.wu@hk.daiwacm.com
Banking (Hong Kong, China) Queenie POON (852) 2532 4381 queenie.poon@hk.daiwacm.com
Insurance Jennifer LAW (852) 2773 8745 jennifer.law@hk.daiwacm.com
Capital Goods —Electronics Equipments and Machinery (Hong Kong, China) Joseph HO (852) 2848 4443 joseph.ho@hk.daiwacm.com
Consumer, Pharmaceuticals and Healthcare (China) Hongxia ZHU (852) 2848 4460 hongxia.zhu@hk.daiwacm.com
Conglomerate (Hong Kong, China) Peter CHU (852) 2848 4430 peter.chu@hk.daiwacm.com
Consumer/Retail (Hong Kong, China) Matthew MARSDEN (852) 2848 4963 matthew.marsden@hk.daiwacm.com
Head of HK and China Gaming and Leisure; Hotels, Restaurants and Leisure — Casinos Gavin HO (852) 2532 4384 gavin.ho@hk.daiwacm.com

and Gaming (Hong Kong); Capital Goods — Conglomerate (Hong Kong)

Internet (Hong Kong, China) Alicia HU (852) 2532 4180 alicia.hu@hk.daiwacm.com
Regional Head of IT/Electronics; Semiconductor/IC Design (Regional) Eric CHEN (852) 2773 8702 eric.chen@hk.daiwacm.com
IT/Electronics - Semiconductor/IC Design (Taiwan) Ashley CHUNG (852) 2848 4431 ashley.chung@hk.daiwacm.com
Regional Head of Materials; Materials/Energy (Regional) Alexander LATZER (852) 2848 4463 alexander.latzer@hk.daiwacm.com
Materials (China) Felix LAM (852) 2532 4341 felix.lam@hk.daiwacm.com

Head of Hong Kong and China Property; Property Developers (Hong Kong, China) Danny BAO (852) 2773 8715 danny.bao@hk.daiwacm.com
Property (Hong Kong, China) Yannis KUO (852) 2773 8735 yannis.kuo@hk.daiwacm.com
Regional Head of Small/Medium Cap; Small/Medium Cap (Regional) Mark CHANG (852) 2773 8729 mark.chang@hk.daiwacm.com
Small/Medium Cap (Regional) John CHOI (852) 2773 8730 john.choi@hk.daiwacm.com

Head of Solar Pranab Kumar SARMAH (852) 2848 4441 pranab.sarmah@hk.daiwacm.com
Telecommunications (Greater China) Alan KAM (852) 2848 4978 alan.kam@hk.daiwacm.com
Transportation — Aviation, Land and Transportation Infrastructure (Regional) Kelvin LAU (852) 2848 4467 kelvin.lau@hk.daiwacm.com
Transportation —Transportation Infrastructure; Capital Goods — Construction and Edwin LEE (852) 2532 4349 edwin.lee@hk.daiwacm.com
Engineering (China)

Regional Head of Clean Energy and Utilities; Utilities; Power Equipment; Dave DAI (852) 2848 4068 dave.dai@hk.daiwacm.com
Renewables (Hong Kong, China)

Head of Custom Products Group; Custom Products Group Justin LAU (852) 2773 8741 justin.lau@hk.daiwacm.com
Custom Products Group Philip LO (852) 2773 8714 philip.lo@hk.daiwacm.com
Custom Products Group Jibo MA (852) 2848 4489 jibo.ma@hk.daiwacm.com

Custom Products Group Kenji SERIZAWA (852) 2532 4159 kenji.serizawa@hk.daiwacm.com
South Korea

Head of Research; Strategy; Banking/Finance Chang H LEE (82) 27879177 chlee@kr.daiwacm.com

Regional Head of Automobiles and Components; Automobiles; Shipbuilding; Steel Sung Yop CHUNG (82) 2787 9157 sychung@kr.daiwacm.com
Banking/Finance Anderson CHA (82) 27879185 anderson.cha@kr.daiwacm.com
Capital Goods (Construction and Machinery) Mike OH (82) 27879179 mike.oh@kr.daiwacm.com
Consumer/Retail Sang Hee PARK (82) 27879165 sanghee.park@kr.daiwacm.com
IT/Electronics (Tech Hardware and Memory Chips) Jae H LEE (82) 27879173 jhlee@kr.daiwacm.com

Materials (Chemicals); Oil and Gas Jihye CHOI (82) 27879121 jihye.choi@kr.daiwacm.com
Telecommunications; Software (Internet/Online Games) Thomas Y KWON (82) 27879181 yskwon@kr.daiwacm.com

Custom Products Group Shannen PARK (82) 27879184 shannen.park@kr.daiwacm.com
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Taiwan

Head of Taiwan Research; Strategy Alex YANG (886) 2 8758 6245 alex.yang@daiwacm-cathay.com.tw
Banking/Diversified Financials Jerry YANG (886) 2 8758 6252 jerry.yang@daiwacm-cathay.com.tw
Consumer/Retail Yoshihiko KAWASHIMA (886) 2 8758 6247 y.kawashima@daiwacm-cathay.com.tw
IT/Technology Hardware (Communications Equipment); Software; Small/Medium Caps  Christine WANG (886) 2 8758 6249 christine.wang@daiwacm-cathay.com.tw
IT/Technology Hardware (Handsets and Components) Alex CHANG (886) 2 8758 6248 alex.chang@daiwacm-cathay.com.tw
IT/Technology Hardware (PC Hardware - Panels) Chris LIN (886) 2 8758 6251 chris.lin@daiwacm-cathay.com.tw
IT/Technology Hardware (PC Components) Jenny SHIH (886) 2 8758 6250 jenny.shih@daiwacm-cathay.com.tw
Materials; Conglomerates Albert HSU (886) 2 8758 6246 albert.hsu@daiwacm-cathay.com.tw

India

Head of India Research; Pharmaceuticals and Healthcare

Kartik A. MEHTA

(91) 22 6622 1012

kartik.mehta@in.daiwacm.com

Deputy Head of Research; Strategy; Banking/Finance Punit SRIVASTAVA (91) 22 6622 1013 punit.srivastava@in.daiwacm.com

All Industries Fumio YOKOMICHI (91) 22 6622 1003 fumio.yokomichi@in.daiwacm.com
Automobiles and Components Ambrish MISHRA (91) 22 6622 1060 ambrish.mishra@in.daiwacm.com
Capital Goods/Utilities Saurabh MEHTA (91) 22 6622 1009 saurabh.mehta@in.daiwacm.com
FMCG; Consumer Percy PANTHAKI (91) 22 6622 1063 percy.panthaki@in.daiwacm.com
Singapore

Head of Singapore Research Tony DARWELL (65) 6321 3050 tony.darwell @sg.daiwacm.com
Quantitative Research Josh CHERIAN (65) 6499 6549 josh.cherian@sg.daiwacm.com
Quantitative Research Suzanne HO (65) 6499 6545 suzanne.ho@sg.daiwacm.com
Banking (ASEAN) Srikanth VADLAMANI (65) 6499 6570 srikanth.vadlamani@sg.daiwacm.com
Consumer; Food and Beverage; Small/Medium Cap (ASEAN) Pyari MENON (65) 6499 6566 pyari.menon@sg.daiwacm.com
Regional Head of Oil and Gas; Oil and Gas (ASEAN and China); Capital Goods (Singapore) Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com

Property and REITs David LUM (65) 6329 2102 david.lum@sg.daiwacm.com

Head of ASEAN & India Telecommunications; Telecommunications (ASEAN & India) Ramakrishna MARUVADA (65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com
Thematic Research Amy CHEW (65) 63213085 amy.chew@sg.daiwacm.com

The Philippines

Head of the Philippines Research; Strategy; Capital Goods; Materials Rommel RODRIGO (63) 2 813 7344 ext 302 rommel.rodrigo@dbpdaiwacm.com.ph
Economy; Consumer; Power and Utilities; Transportation — Aviation Alvin AROGO (63) 2 813 7344 ext 301  alvin.arogo@dbpdaiwacm.com.ph
Property; Banking; Transportation — Port Danielo PICACHE (63) 2 813 7344 ext 293  danielo.picache@dbpdaiwacm.com.ph
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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 Capital Markets Co. Ltd

Daiwa Securities Capital Markets 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: Patel Engineering (PEC IN); International Taifeng Holdings Limited (873 HK); Sihuan Pharmaceutical Holdings Group Limited (460 HK); Strides
Arcolab Limited (STR IN); China Metal Resources Holding Limited (8071 HK); China 33 Media Group Limited (8087 HK); Sabana Shari’ah Compliant Industrial Real Estate Investment Trust
(SSREIT SP); SBI Holdings Inc. (6488 HK); Shunfeng Photovoltaic International Limited (1165 HK); Rexlot Holdings Limited (555 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

« 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 (“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. DAITWA 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 DATWA
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.
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United Kingdom

This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland,
Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Services Authority (“FSA”) and is a member of the London Stock
Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe Limited and 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 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 FSA 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-and-regulatory. Regulatory disclosures of investment banking relationships are available at
https://daiwa3.bluematrix.com/sellside/Disclosures.action.

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, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next six months.
": the security is expected to outperform the local index by 5-15% over the next six months.
: the security is expected to perform within 5% of the local index (better or worse) over the next six months.
"4": the security is expected to underperform the local index by 5-15% over the next six months.

nen

5": the security could underperform the local index by more than 15% over the next six months.
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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 Capital Markets 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.

o 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.

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.

o 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 Capital Markets Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.109
Memberships: Japan Securities Dealers Association, Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type II Financial Instruments Firms Association
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