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China / Taiwan Information Technology 
 

 

What's new: Our recent supply chain research in the market shows initial 
new iPhones sales are on track to meet our forecast, with total production 
volume up by 31% HoH in 2H16. We expect the strong pick-up in iPhone 
volume to provide positive revenue momentum for the supply chain. 
 
What's the impact: Despite a lack of sales data from Apple, comments 
and inventory records from carriers and Apple stores on pre-orders and first 
weekend sales show strong initial demand for the iPhone 7 (“i7”) and 
iPhone 7 Plus (“i7+”). In particular, the first batch of i7+ has sold out, 
according to Apple. This echoes our earlier view that dual-camera phones 
are an eye-catching point for consumers while the attractive pricing of the 
i7+ (USD769 vs. USD799; we estimated, USD799 for the Galaxy S7 edge 
or USD849 for the Note 7) should spur demand, as discussed in Apple’s 
new iPhone – Implication for the supply chain, published on 8 September 
2016. We expect the 5.5” model to contribute 30-35% of new iPhone sales 
in 2H16 vs. 25-30% in 2H15. We hold a more optimistic view on i7/i7+ with 
forecast volume of 78m in 2H16, better than the consensus of 60-70m, on 
strong replacement demand from iPhone 6/6+ users. For 2H16, we expect 
total iPhone production volume to grow 31% HoH (vs. 10% HoH in 2015). 
Our recent research shows orders are on track to meet our forecast and we 
could see 5-8% upside for iPhone volume in 4Q16 if the sell-through 
remains strong despite a lack of confirmed orders as of yet. The strong 
ramp-up in shipments of i7/i7+ should provide near-term positive revenue 
momentum for the supply chain (Page 2), in our view. 
 
What we recommend: In the Greater China smartphone space, Largan 
(3008 TT, TWD3,820, Buy [1]) and AAC (2018 HK, HKD82.55, Buy [1]) 
remain our top picks in the iPhone supply chain. Specifically, we like 
Largan’s market-leading position, its ability to benefit from on-going spec 
upgrades and an expanding market arising from multi-camera adoption 
(see The more the merrier: multi-cameras are the next mega trend in 
smartphones). For AAC, we expect ASP upside in acoustics due to a rising 
adoption of waterproofing and receiver modules (see Benefits from spec 
upgrade to accelerate from 2H16 ) and upgrades of haptics in iPhones to 
provide solid earnings drivers in the coming years. The ramp-up in 
project/client wins from non-acoustic RF/mechanical products should also 
be a positive driver. The adoption of dual cameras in the i7+ should drive 
the penetration of multi-cameras in smartphones, and benefit our other top 
pick in the sector, although it is not in Apple’s supply chain. Main risk to our 
positive sector rating: weaker-than-expected iPhone sell-through. 
 
How we differ: We are more optimistic than the street on i7/i7+ volume in 
2H16 and the benefits from spec upgrades to our preferred names.
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Greater China Smartphone Sector 
 

    
 

New iPhone sales solid; supply chain on track to enjoy 

strong 2H16 

 iPhone 7/7 Plus initial sales are good while the 7 Plus has sold out;  
on track to meet our estimate of 78m for iPhone 7/7 Plus in 2H16 

 Our research suggests total iPhone orders could see 5-8% upside in 
4Q16 if sell-through remains strong 

 Focus on component leaders with spec upgrades; Largan and AAC 
remain our top picks in the iPhone supply chain 

 

  

 

 
 

 

   
 

  

 

  
 

 
 

 
 

 
 

 

Daiwa’s preferred picks in Greater China 
smartphone sector 

Company Ticker Daiwa rating 

Mkt cap 

(USDbn) 

Largan 3008 TT Buy 16.2 

AAC  2018 HK Buy 13.3 

Sunny 2382 HK Outperform 5.4 
 

Source: Daiwa; based on prices as of 20 September 2016 
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iPhone7/ 7 Plus: pre-order comments 

Carriers/Retailers Comments 

T-Mobile (US) CEO John Legere said iPhone 7 preorders hit record levels, totalling almost four times more than its previous record, the iPhone 6 in 2014. 

AT&T (US) 
CFO John Stephens said “The reality is as one of the biggest providers of the iPhone services, our sales are up. We have seen a real improvement, exceeding our 
expectations.” 

Verizon (US) Executive VP Marni Walden said iPhone upgrade rates were more “business as usual” when he was asked about the margin impact of the iPhone 7 upgrade cycle. 

Carphone 
Warehouse(UK) 

General manager Aman Bhachu said "In the first 24 hours since the Apple iPhone 7 announcement we've seen visits to our iPhone pre-registration website increase by 71% 
compared to the iPhone 6S announcement last year, and by 28% on the iPhone 6 two years ago. Enthusiasm for the new iPhone appears to be at an all-time high." 

EE (UK) "We have seen unprecedented demand for the iPhone 7 and iPhone 7 Plus." 

NTT Docomo (JP) President Kazuhiro Yoshizawa said “We are seeing record-high pre-orders” 
 

Source: Companies, Daiwa 

iPhone7/ 7 Plus: availability in major carriers/ Apple store 

Country 
iPhone 7 iPhone 7 Plus 

Carriers/Apple Store 

 

 

  

 

 

US 
1-2 weeks 1-2 weeks 3-5 weeks 2-3 weeks 2-3 weeks November Verizon 

1-2 weeks 1-2 weeks 3-5 weeks 2-3 weeks 2-3 weeks November Apple Store 

UK 
1-2 weeks 1-2 weeks 2-4 weeks 4-5 weeks 4-5 weeks 5-6 weeks EE 

1-2 weeks 1-2 weeks 3-5 weeks 2-3 weeks 2-3 weeks November Apple Store 

Hong Kong2 2-3 weeks 2-3 weeks Unavailable 4-6 weeks 4-6 weeks Unavailable Apple Store 

Singapore 
Available Out of stock Out of stock Out of stock Out of stock Out of stock Singtel 

1-2 weeks 1-2 weeks 3-5 weeks 2-3 weeks 2-3 weeks November Apple Store 

Japan 
Out of stock Out of stock Out of stock Out of stock Out of stock Out of stock NTT Docomo 

2-3 weeks 2-3 weeks 3-5 weeks  2-3 weeks 2-3 weeks November Apple Store 

China 
Limited amount Limited amount Limited amount Unavailable Unavailable Unavailable China mobile 

1-2 weeks 2-3 weeks 3-5 weeks 2-3 weeks 2-3 weeks November Apple Store 
 

Source: Apple, Daiwa  

Note: 1) Data as of 19 September 2016, the first weekend of iPhone sales since 16 September 2016. 2)  Mobile Carriers in Hong Kong do not provide information on iPhone availability  

iPhone: production volume by model 

(m units) 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16E 4Q16E 2014 2015 2016E 

iPhone 4 & 4S 7.5 7.5 5.0 2.0 2.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 22.0 2.5 0.0 

iPhone 5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

iPhone 5C 6.5 5.0 4.0 3.0 2.5 1.0 0.5 0.0 0.0 0.0 0.0 0.0 18.5 4.0 0.0 

iPhone 5S/6SE 26.5 24.0 13.0 6.0 8.0 4.5 4.0 2.5 6.0 9.0 8.0 6.0 69.5 19.0 29.0 

iPhone 6 & 6 Plus 0.0 0.0 17.0 63.0 45.5 47.0 19.5 13.5 7.5 5.5 3.5 0.0 80.0 125.5 16.5 

iPhone 6S & 6S Plus 0.0 0.0 0.0 0.0 0.0 0.0 22.0 60.0 33.5 28.5 14.0 8.5 0.0 82.0 84.5 

iPhone 7 & 7 Plus 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 22.5 55.5 0.0 0.0 78.0 

Total 40.5 36.5 39.0 74.0 58.0 53.0 46.0 76.0 47.0 43.0 48.0 70.0 190.0 233.0 208.0 
 

Source: Daiwa estimates 

Pan-Asia Apple iPhone 7/ 7 Plus supply chain 

Part Manufacturer 

Semiconductor 

Processor TSMC (2230 TT) 

4G modem Qualcomm (QCOM US), Intel (INTC US) 

Cellular PA Avago (AVGO US), Skyworks (SWKS US), Qorvo (QRVO US) 

WiFi PA Murata (6981 JP), TDK (6762 JP) 

WIFI , Bluetooth, GPS Broadcom (BRCM US) 

Nand Flash Samsung (005930 KS),Toshiba (6502 JP), Sandisk (SNDK US), SK Hynix (000660 KS) 

Mobile DRAM Samsung (005930 KS), SK Hynix (000660 KS), Micron (MU US) 

PWM IC Dialog semiconductor (DLG GR) 

NFC NXP (NXPI US) 

Fingerprint Sensor AuthenTec (Private) 

SiP Module ASE (2311 TT) 

Gyro sensor InvenSense (INVN US) 

Display 

Incell TFT LG Display (034220 KS), Japan Display (6740 JP), Sharp (6753 JP) 

Display driver IC Synaptics (SYNA US) 

Forcetouch sensor ADI (ADI US) 

Forcetouch lamination TPK (3673 TT), GIS (6456 TT) 

Backlight module Minebea (6479 JP), Radiant (6176 TT), e-Litecom (041520 KS) 

Components 

Camera module LG Innotek (011070 KS), Sharp (6753 JP), Cowell (1415 HK), Hon Hai (2317 TT) 

Back camera lens Largan (3008 TT), Kantatsu (Private), Genius Optical (3406 TT) 

Front camera lens Genius Optical (3406 TT), Largan (3008 TT) 

VCM/OIS module  ALPS (6770 JP), Mitsumi (6767 JP) 

CMOS Senosr SONY (6758 JP) 

Acoustic AAC (2018 HK), Goertek (002241 CH), Merry (2439 TT), Knowles (KN US) 

Haptics AAC (2018 HK), Nidec (6594 JP), ALPS (6770 JP) 

Metal casing Hon Hai (2317 TT), Foxconn Tech (2354 TT), Catcher (2474 TT), Jabil (JBL US) 

Crystal TXC (3042 TT), Seiko Epson (6724 JP), NDK(6779 JP), Daishinku (6962 JP), Kyocera (6971 JP) 

MLCC Murata (6981 JP), SEMCO (009150 KS), Taiyo Yuden (6976 JP), TDK (6762 JP), 

Connector, cable and charger Luxshare (02475 CH), Cheng Uei (2392 TT), Longwell (6290 TT), Well shin (3501 TT), Plastron  (6185 TT) 

Flexible PCB ZD Tech (4958 TT), NOK (7240 JP), Flexium (6269 TT), Fujikura (5803 JP), Sumitomo  (5802 JP), Career (6153 TT), Interflex (051370 KS), MFLEX (MFLX US) 

Battery cell LG Chemical (051910 KS), Samsung SDI (006400 KS), TDK/ATL (6762 JP), Tianjin Lishen (Private) 

Battery packaging Desay (000049 CH), Simplo (6121 TT), Sunwoda (300207 CH) 

Assembly 

  Hon Hai (2317 TT), Pegatron (4938 TT) 
 

Source: Companies, Daiwa
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Important Disclosures and 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 Group Inc., 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 market making activities, 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. 
 

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. 
 

Japan 

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

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

Investment Banking Relationship 

Within the preceding 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the 
securities of the following companies: China Reinsurance Group Corporation (1508 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 (大和資本市場香港有限公司), 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 (大和資本市場香港有限公司) (“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. 
 
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. 
 

 

 
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 Australia 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. 
 

India 

This research is distributed in India to Institutional Clients only by Daiwa Capital Markets India Private Limited (Daiwa India) which is an intermediary registered with Securities & Exchange 
Board of India as a Stock Broker, Merchant Bank and Research Analyst. Daiwa India, its Research Analyst and their family members and its associates do not have any financial interest save 
as disclosed or other undisclosed material conflict of interest in the securities or derivatives of any companies under coverage. Daiwa India and its associates, may have received compensation 
for any products other than Investment Banking (as disclosed)or brokerage services from the subject company in this report or from any third party during the past 12 months. Daiwa India and 
its associates may have debt holdings in the subject company. For information on ownership of equity, please visit BlueMatrix disclosure Link at 
https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 

There is no material disciplinary action against Daiwa India by any regulatory authority impacting equity research analysis activities as of the date of this report. 
 

Associates of Daiwa India, registered with Indian regulators, include Daiwa Capital Markets Singapore Limited and Daiwa Portfolio Advisory (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 links at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively. 
 

Thailand 

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

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

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

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

United Kingdom 
This research report is produced by Daiwa Securities Co. Ltd. and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital 
Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange and Eurex. This publication is intended 
for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such Retail Clients in the United 
Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by 
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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-regulatory.  
 

Germany 

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

Bahrain 

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

 

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 (Tel no. 212-612-7000). 
 

Ownership of Securities 

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

Investment Banking Relationships 

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

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

Research Analyst Conflicts 

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

Research Analyst Certification 

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

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

"1": the security could outperform the local index by more than 15% over the next 12 months. 
"2": the security is expected to outperform the local index by 5-15% over the next 12 months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months. 
"4": the security is expected to underperform the local index by 5-15% over the next 12 months. 
"5": the security could underperform the local index by more than 15% over the next 12 months. 
 
Disclosure of investment ratings  

Rating Percentage of total 

Buy* 65.8% 

Hold** 21.8% 

Sell*** 12.4% 

Source: Daiwa 

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 30 June 2016. 
* comprised of Daiwa’s Buy and Outperform ratings. 
** comprised of Daiwa’s Hold ratings. 
*** comprised of Daiwa’s Underperform and Sell ratings. 
 
Additional information may be available upon request. 
 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 

(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 

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

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

 In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.  

 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the 
amount of the transaction will be in excess of the required collateral or margin requirements.  

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

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

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

 

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

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