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Pioneering Internet finance

¢ Citic Bank has launched a few Internet-based financial products
in collaboration with major Internet players since late-2013

¢ Such innovative Internet financial products, such as POS loans,
Yu’ebao, and e-commerce loan, should drive margins and

deposits

¢ Reiterate Outperform (2) rating
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m What’s new

Since late 2013, Citic Bank has
launched a series of Internet-based
financial products in cooperation with
major Internet players in China. We
are encouraged by the rapid
development of these Internet
products and believe they will help the
bank increase its lending margin and
complement its weak physical deposit
franchise.

s What’s the impact

We expect innovative Internet
financial products, such as POS micro
loans, Yu’ebao, online payments, and
e-commerce merchants’ loans, to
drive the bank’s NIM and help attract
low-cost demand deposits. Moreover,
some of them will help Citic Bank earn
additional fee income.

For example, POS micro loans target
micro merchants who use POS
terminals and who need to get cash

quickly but are short of the collateral
to secure a loan. POS micro loans can
be approved online 24 hours a day, 7
days a week after checking the POS
transaction history of the merchant.
POS micro loans are high-margin and
help bring in demand deposits.

= What we recommend

We reiterate our Outperform (2)
rating on Citic Bank. We think the
stock’s current valuation is
undemanding given its encouraging
innovation in micro lending
products. Moreover, we believe the
higher-than-expected earnings in
2013 should relieve its capital
pressure. (See our recent note
Valuation looks to have troughed
published on 11 February 2014.)

Our Gordon Growth Model implies a
2014E PBR of 0.9x, or a fair value of
HKD5.95/share. Factoring in a 30%
haircut for exposure to local
government financing vehicles
(HKD1.25/share), we derive a 6-
month target price of HKD4.70,
implying a target 2014E PBR of 0.7x.
The key downside risk would be
further provision charges to be made
with an aim to lift its currently low
loan loss reserve (LLR) ratio.

m How we differ

Unlike the market, we do not expect a
significant decline in Citic Bank’s NIM
for 2013 and 2014, as it does not rely

Financials / China
24 February 2014

Target (HKD): 4.70 - 4.70
Upside: 10.6%
21 Feb price (HKD): 4.25
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heavily on interbank funding and its
new Internet-based loan products
have much higher margins than
traditional offline loan products.

Forecast revisions (%)
Year to 31 Dec 13E 14E 15E
PPOP change - - -
Net profit change

Core EPS (FD) change

Source: Daiwa forecasts
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Citic Bk (LHS) Relative to HSI (RHS)

12-month range 3.39-4.98
Market cap (USDbn) 25.64
3m avg daily turnover (USDm) 19.29
Shares outstanding (m) 46,787

Major shareholder CITIC Limited (61.9%)

Financial summary (CNY)
Year to 31 Dec 13E 14E 15E

Total operating income (m) 103,941 116,113 131,644
Pre-provision operating profit(m) 63,560 68,413 75,063
Net profit (m) 38,812 38889 39,123
Core EPS (fully-diluted) 0830 0831 0.836
EPS change (%) 25.1 0.2 0.6
Daiwa vs Cons. EPS (%) 7.7 1.0 (6.6)
PER (x) 4.0 4.0 4.0
Dividend yield (%) 57 57 5.8
DPS 0191 0191  0.192
PBR (x) 0.7 0.6 0.5
ROE (%) 18.2 16.0 14.3
Source: FactSet, Daiwa forecasts

See important disclosures, including any required research certifications, beginning on page 10


http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140211cn_China_Citic_Bank.pdf#page=1

Daiwa

Capital Markets

Financial summary

m Key assumptions
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Year to 31 Dec 2008 2009 2010 2011 2012 2013E 2014E 2015E
Net interest margin (%) 3.16 251 2.63 3.00 281 2.76 2.77 2.82
NPL (%) 14 1.0 0.7 0.6 0.7 0.9 12 14
Credit cost (bps) 81.2 25.1 36.0 42.7 83.7 64.9 80.5 101.0
Provision coverage (%) 136 149 214 272 288 253 229 227
Loan loss reserve (%) 1.92 142 144 1.62 212 229 2.68 3.23
Loan growth (%) 270 45.9 18.6 134 16.0 17.0 12.0 11.0
Deposit growth (%) 305 30.6 29.0 13.7 14.6 16.7 14.0 12.0
Fee to income ratio (%) 8.9 10.3 10.1 115 125 17.3 17.0 15.7
Expense to income ratio (%) 415 46.7 40.2 36.8 39.0 388 411 43.0
m Profit and loss (CNYm)

Year to 31 Dec 2008 2009 2010 2011 2012 2013E 2014E 2015E
Net-interest income 37,351 35,984 48,135 65,106 75,486 82,623 92,713 107,095
Net fees & commission 3,720 4,220 5,696 8,837 11,210 17,936 19,730 20,716
Trading and other income 892 779 2,525 3,149 3,015 3,382 3,670 3,833
Net insurance income 0 0 0 0 0 0 0 0
Total operating income 41,963 40,983 56,356 77,092 89,711 103,941 116,113 131,644
Personnel expenses (8,113) (8,921) (10,053) (12,294) (15,434) (18,521) (22,595) (28,244)
Other expenses (9,322) (10,210) (12,585) (16,087) (19,545) (21,860) (25,104) (28,337)
Total expenses (17,435) (19,131) (22,638) (28,381) (34,979) (40,381) (47,699) (56,581)
Pre-provision operating profit 24,528 21,852 33,718 48,711 54,732 63,560 68,413 75,063
Total provision (6,793) (2,619) (5,249) (7,207) (13,104) (11,455) (16,198) (22,527)
Operating profit after prov. 17,735 19,233 28,469 41,504 41,628 52,105 52,216 52,536
Non-operating income (22) 32 226 86 (19) (65) (71) (79)
Profit before tax 17,7113 19,265 28,695 41,590 41,609 52,040 52,145 52,457
Tax (4,459) (4,705) (6,916) (10,746) (10,224) (12,787) (12,813) (12,890)
Min. int./pref. div./other items 42 (240) (270) (25) (353) (441) (442) (445)
Net profit 13,296 14,320 21,509 30,819 31,032 38,812 38,889 39,123
Adjusted net profit 13,296 14,320 21,509 30,819 31,032 38,812 38,889 39,123
EPS (CNY) 0.339 0.365 0.551 0.711 0.663 0.830 0.831 0.836
EPS (adjusted) (CNY) 0.339 0.365 0.551 0.711 0.663 0.830 0.831 0.836
EPS (adjusted fully-diluted) (CNY) 0.339 0.365 0.551 0.711 0.663 0.830 0.831 0.836
DPS (CNY) 0.085 0.088 0.000 0.200 0.150 0.191 0.191 0.192
m Change (YoY %)

Year to 31 Dec 2008 2009 2010 2011 2012 2013E 2014E 2015E
Net-interest income 42.7 (3.7) 33.8 35.3 15.9 9.5 122 15.5
Non-interest income 158.4 8.4 64.5 45.8 18.7 49.9 9.8 4.9
Total operating income 50.1 (2.3) 37.5 36.8 16.4 15.9 1.7 134
Total expenses 478 9.7 18.3 254 232 154 18.1 18.6
Pre-provision operating profit 51.8 (10.9) 54.3 445 124 16.1 76 9.7
Total provisions 248.7 (61.4) 100.4 373 81.8 (12.6) 414 39.1
Operating profit after provisions 24.8 8.4 48.0 458 0.3 252 0.2 0.6
Profit before tax 246 8.8 48.9 449 0.0 251 0.2 0.6
Net profit (adjusted) 42.0 7.7 50.2 43.3 0.7 251 0.2 0.6
EPS (adjusted, FD) 320 77 51.1 29.0 (6.7) 251 0.2 0.6
Gross loans 27.0 45.9 18.6 134 16.0 17.0 12.0 11.0
Deposits 305 306 29.0 13.7 14.6 16.7 14.0 12.0
Total assets 305 345 17.3 329 70 13.9 9.7 8.6
Total liabilities 284 40.1 17.3 322 6.6 13.8 94 8.3
Shareholders' equity 42.0 (13.9) 16.9 45.2 13.7 15.0 13.1 1.7
Avg interest-earning assets 41.3 211 27.6 18.5 23.9 11.6 11.6 13.6
Avg risk-weighted assets 19.8 48.2 25.2 229 14.5 184 12.2 8.5

Source: FactSet, Daiwa forecasts
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Financial summary continued ...

= Balance sheet (CNYm)

As at 31 Dec 2008 2009 2010 2011 2012 2013E 2014E 2015E
Cash & equivalent 333,662 491,014 534,543 1,066,141 885,643 956,494 1,018,192 1,084,084
Investment securities 223,759 209,442 273,483 255,859 404,743 465,246 502,466 528,195
Net loans and advances 716,386 1,050,479 1,246,026 1,410,779 1,627,576 1,901,022 2,120,751 2,340,596
Fixed assets 10,034 10,482 10,222 10,388 11,853 14,224 16,357 17,993
Goodwill 0 0 0 0 0 0 0 0
Other assets 35,729 13,614 17,040 22,714 30,124 34,527 39,585 43,218
Total assets 1,319,570 1,775,031 2,081,314 2,765,881 2,959,939 3,371,514 3,697,351 4,014,086
Customers deposits 1,030,403 1,344,682 1,741,545 1,968,051 2,255,141 2,631,750 3,000,194 3,360,218
Borrowing 118,085 287,330 157,242 553,792 403,146 406,667 295,432 220,250
Debentures 20,375 18,422 34,915 33,730 56,402 56,402 93,402 93,402
Other liabilities 21,333 17,589 23,074 31,527 42,164 43,292 44,454 45,651
Total liabilities 1,190,196 1,668,023 1,956,776 2,587,100 2,756,853 3,138,111 3,433,483 3,719,521
Share capital 39,033 39,033 39,033 46,787 46,787 46,787 46,787 46,787
Reserves & others 80,333 63,765 81,142 127,709 151,569 181,413 211,358 241,482
Shareholders' equity 119,366 102,798 120,175 174,496 198,356 228,200 258,145 288,269
Minority interests 10,008 4,210 4,363 4,285 4,730 5,203 5,723 6,296
Total equity & liabilities 1,319,570 1,775,031 2,081,314 2,765,881 2,959,939 3,371,514 3,697,351 4,014,086
Avg interest-earming assets 1,183,632 1433377 1,829,344 2,167,788 2,685,089 2995548 3,342,803 3,797,142
Avg risk-weighted assets 746,547 1,106,648 1385262 1,702,861 1,949,578 2307,612 2,589,219 2,808,775
BVPS (CNY) 3.058 2.634 3.079 3.730 4.240 4.877 5.517 6.161

m Key ratios (%)

Year to 31 Dec 2008 2009 2010 2011 2012 2013E 2014E 2015E
Loan/deposit 709 79.2 726 729 737 739 726 72.0
Tier-1 CAR 12.3 9.2 8.5 9.9 9.9 9.7 9.8 10.1
Total CAR 14.3 10.7 11.3 12.3 134 12.7 13.9 12.6
NPLs/gross loans 14 1.0 0.7 0.6 0.7 0.9 1.2 14
Total loan-loss prov./NPLs 136.1 1494 2135 272.3 288.2 252.7 228.7 226.9
ROAA 1.1 0.9 1.1 1.3 1.1 1.2 1.1 1.0
ROAE 131 12.9 19.3 20.9 16.6 18.2 16.0 14.3
Net-interest margin 32 25 2.6 3.0 2.8 28 28 28
Gross yield 5.3 39 4.0 49 52 5.1 5.1 5.0
Cost of funds 23 15 14 241 26 24 24 24
Net-interest spread 2.9 24 25 2.8 26 2.7 2.7 2.7
Total cost/total income 415 46.7 40.2 36.8 39.0 38.8 411 43.0
Effective tax 252 244 241 258 246 246 246 246
Dividend-payout 25.2 241 0.0 28.1 226 23.0 23.0 23.0

Source: FactSet, Daiwa forecasts

Company profile

Founded in 1987, China Citic Bank is the banking arm of CITIC group, a leading conglomerate in China. Traditionally a
wholesale bank, China Citic Bank uses its strength in cross-selling and corporate relations with other entities under the parent
group. It is also focused on developing its business in the medium and high-end retail segments.
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Pioneering Internet
finance

We believe Citic Bank’s various
pioneering Internet banking products will
help raise its margins and complement its
weak deposit franchise

POS micro loans

POS micro loans: the interception of bank
risk management and big data technology

POS loans are unsecured loans targeting micro
enterprises. The whole application, approval and loan
disbursement process can be completed through online
platforms.

Credit approval is granted based on the merchants’
POS transaction data. The bank filters the POS
terminal transaction data provided by China Unionpay,
identifies worthy merchants and promotes its micro
loans to qualified borrowers. The maximum POS micro
loan is CNYo0.5m and the maximum loan tenor is 9o
days at Citic Bank. Credit lines can be used revolvingly.

Citic Bank’s POS loans provide 24/7 loan approvals (ie,
can be approved 24 hours a day, 7 days a week) and
loan disbursement usually takes less than an hour. This
therefore greatly improves the convenience for small
merchants.

m Key features of POS micro loans

No. Item Detail

1 Timing 2417

2 Procedure Simpler than general loans

3 Application method Online

4 Speed Usually less than an hour. Can be as fast as 2 minutes.
5  Criterion 2-year POS transaction history

6  Amount No more than CNY0.5m

7  Tenor No more than 90 days

8 Collateral No collateral required

Source: Company, Daiwa
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POS loans represent innovation in banks’ risk
management, as they feature a credit risk review prior
to the loan application being processed, and precise
marketing. By reviewing the credit situation of the
borrower before a specific loan application is made, the
timing of the loan approval is substantially shortened.

Citic Bank is a pioneer in China’s financial sector in
terms of its move to embrace this emerging 020 trend.
Moreover, by focusing on a filtered list of applicants
only, its marketing costs are minimised.

Various benefits for the bank

High interest margin. The interest rates Citic Bank
charges for its POS micro loans are usually at a 60%+
premium to the prevailing benchmark rates. When
deciding the lending rates, the bank takes into
consideration the borrowers’ overall contribution to the
bank, such as settlement fees and deposit balance.

= Citic Bank: asset yield
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—2— Average yield of all IEA  —®— Average yield of POS loan

Source: Company, Daiwa
Note: IEA stands for interest-earning assets

Rapid loan balance growth. Since Citic Bank
launched its POS loan product on 21 October 2013, the
size of this type of loan had grown to CNY1.5bn by the
end of 2013.

= Citic Bank: SME loans
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Cross-selling, cost efficiency, and time
deposits. For Citic Bank, POS micro loans are helping
it attract incremental SME clients and cross-sell
various other financial products. Further, as the loan
approval process is conducted entirely through a pre-
designed online platform, the operating cost is low, and
hence improves the cost efficiency. And most
importantly, such products help the bank attract
additional time deposits.

Big potential ahead

Currently, China Unionpay has presence in 337 cities in
China, with over 2m merchants and around 3.5m POS
terminals.

We understand that the average size of Citic Bank’s
POS micro loan is CNY0.3m, which implies that the
CNY1.5bn loan balance at the end of 2013 corresponds
to around 5,000 borrowers only, or 0.25% of
Unionpay’s POS terminal users.

Custodian bank for Yu’ebao

Citic Bank is the custodian bank for Yu’ebao, a money
market fund distributed by Taobao. Yu’ebao’s assets

under management (AUM) had surged to CNY400bn
as at 14 February 2014, just 8 months after its launch.

According to its fund contract, as the custodian bank,
Citic Bank charges Yu’ebao custodian fees. We estimate
that Citic Bank could earn CNY640m in additional fees
in 2014, 6% of its 2012 fee income, assuming average
AUM of CNY8oo0bn for Yu’ebao in 2014.

Moreover, Yu’ebao places a substantial amount of
demand deposits with Citic Bank during the settlement
period of the money market fund, which is indeed
helpful for Citic Bank.

= Yu’ebao: size of fund
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= Citic Bank: custodian fees
(CNYm)
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= China banks: demand deposits vs. time deposits (end-1H13)
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Cooperation with Tenpay and
Taobao

Collaboration with Tenpay in payment
services

Citic Bank also has strategic tie-up with Tenpay, the
leading 3rd-party payment provider in China and a
subsidiary of Tencent.

Apart from traditional fund settlements, both parties
are cooperating in e-commerce, online credit review,
joint credit-card, wealth management business,
technology R&D.

Potential cooperation with Taobao utilising
payment data from Tenpay

By providing payment services in collaboration with
Tenpay, Citic Bank accumulates a large amount of
transaction and fund flow data on millions of e-
commerce players. These data contain valuable and
reliable credit information on these e-commerce
retailers’ credit positions, and provide the possibility of
precise marketing for online sellers.
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As far as we know, Citic Bank is piloting a tie-up with
Tencent in offering micro loans to sellers on Taobao,
although the details have yet to be disclosed.

Valuation and risks

Valuation methodology: fair value = a
2014E PBR of 0.7x

We peg our fair value for Citic Bank at a 2014E PBR of
0.7x. Our 0.9x fundamental 2014E PBR is derived from
our Gordon Growth Model (which assumes a
sustainable ROE of 13.2%, a COE of 14.8%, and a
terminal growth rate of 4%). We arrive at our 0.7x
target PBR after factoring in a 30% haircut for Citic
Bank’s LGFV exposure, which we apply to all the H-
share listed banks under our coverage.

Currently, Citic Bank is trading at a 0.6x 2014E PBR.
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Relative value

To determine a relative value, we use the relationship
between our 2014 ROE forecasts and PBRs for 10 H-
share mainland commercial banks listed in Hong
Kong: Industrial and Commercial Bank of China
(ICBC), China Construction Bank (CCB), Agricultural
Bank of China (ABC), Bank of China (BOC), Bank of
Communications (BoCom), China Merchants Bank
(CMB), Citic Bank, Minsheng Bank, China Everbright
Bank (CEB) and Chongqing Rural Commercial Bank
(CRCB). Our regression results indicate a positive
correlation between ROEs and PBRs, as well as a high
degree of statistical significance. The regression gives
an r-squared of 0.71 for the H-share listed banks.

Our relative valuation shows that Citic Bank is
undervalued.

= Regression: ROEs and PBRs of H-share banks

We think the current valuation is undemanding given 2014E PBR (x) Y =00529K - 0.75
its better-than-expected 2013 earnings (see our recent 109 B '
note for details: Preliminary earnings beat 0 ] A Aic s
consensus - low provisions likely, published on 17 A A
February 2014), and positive trend in developing 08 - soc Minsheng
Internet-based banking products. N
07 1 BoCom ,A CEB
= Citic Bank: PBR and share price A ciTic
Rolling PBR (x) Price (HKD) 06 1 aA A
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5
10 - 4 Source: Bloomberg, Daiwa estimates
) 3 Note: PBR and ROE are based on 2014E forecasts; pricing as at 21 February 2014
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Source: Bloomberg, Datwa forecasts
Note: Priced as at 21 February 2014
® China banks: valuation comparison
BBG Price Target price Upside Market Cap PBR (x) PER(x)  Div.Yield (%) ROE(%) P/PPoP(x) ROA(%) EPS growth (%)
Stock code  Rating (HKD) (HKD) (%)  (USDbn) 2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E
ICBC 1398HK _ Buy 468 745 59.1 2018 10 08 51 46 70 77 213 203 35 31 14 14 77 92
CcCB 939HK  Buy 5.31 825 554 1708 10 09 49 46 71 76 211 198 33 30 15 14 98 66
BoC 3988HK  Buy 3.25 500 539 180 08 07 49 46 75 80 175 167 31 28 11 11 94 59
ABC 1288HK  Hold 3.35 420 253 122 10 09 53 50 66 71 203 192 32 30 12 11 115 64
BoCom 3328HK  Hold 5.04 52 4.1 483 07 06 48 49 63 63 152 135 31 29 11 10 (73 (13
CMB 3968HK  Buy 1412 21.00 487 433 10 09 54 53 56 56 202 182 35 33 13 13 (19 08
ciTic 998 HK Outperform  4.25 470 106 352 07 06 40 40 57 57 182 160 25 23 12 14 254 02
Minsheng  1988HK  Hold 7.92 840 6.0 43 10 09 46 47 50 51 228 198 28 27 13 13 12 (27)
CEB 6818HK  Buy 3.0 450 451 192 07 06 37 39 24 26 196 170 24 25 11 11 126 (47)
CRCB 3618HK  Hold 3.33 430 291 40 06 06 43 39 70 77 164 156 29 25 12 12 61 97
Weighted avg 8025 09 08 49 47 67 74 199 187 32 30 13 13 80 57

Source: Daiwa forecasts
Note: prices as of close on 21 February 2013

When a report covers six or more subject companies please access important disclosures for Daiwa Capital Markets Hong Kong Limited at

http:

www.daiwacm.com/hk/research _disclaimer.html or contact your investment representative or Daiwa Capital Markets Hong Kong Limited at Level 26,

One Pacific Place, 88 Queensway, Hong Kong.
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Risks

The key downside risk we see for Citic Bank would be
further provision charges. Currently, Citic Bank has the
lowest LLR ratio among all the China banks under our
coverage. The China Banking Regulatory Commission
requires all China banks to have no less than a 2.5% LLR
ratio by end-2016. Hence, the downside risk for Citic
Bank would be more provision charges made with the aim
to lift its currently low LLR ratio.

= China banks: LLR ratio (end-3Q13)
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Note: per Daiwa calculation
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Joey CHEN (852) 2848 4483  joey.chen@hk.daiwacm.com
Steel (China)

Kelvin LAU (852) 2848 4467  kelvin.lau@hk.daiwacm.com

Head of Transportation (Hong Kong, China); Transportation (Regional)
Jibo MA (852) 2848 4489  jibo.ma@hk.daiwacm.com
Head of Custom Products Group; Custom Products Group

Thomas HO (852) 2773 8716 thomas.ho@hk.daiwacm.com
Custom Products Group

PHILIPPINES

Norman H PENA (63) 28137344 norman.pena@dbpdaiwacm.com.ph
ext 301
Banking/Property
Michael David (63) 2 813 7344 michael.montemayor@dbpdaiwacm.com.ph
MONTEMAYOR ext 203
Consumer/Retail
Patricia PALANCA (63) 2 813 7344 patricia.palanca@dbpdaiwacm.com.ph
ext 408
Utilities/Mining

Chang H LEE (82) 27879177 chlee@kr.daiwacm.com
Head of Korea Research; Strategy; Banking
Sung Yop CHUNG (82) 2787 9157 sychung@kr.daiwacm.com

Pan-Asia Co-head/Regional Head of Automobiles and Components; Automobiles;
Shipbuilding; Steel

Jun Yong BANG (82) 27879168 junyong.bang@kr.daiwacm.com
Tyres; Chemicals
Mike OH (82) 27879179 mike.oh@kr.daiwacm.com

Capital Goods (Construction and Machinery)

Sang Hee PARK (82) 27879165 sanghee.park@kr.daiwacm.com
Consumer/Retail
Jae H LEE (82) 27879173 jhlee@kr.daiwacm.com

IT/Electronics (Tech Hardware and Memory Chips)

Joshua OH (82) 27879176 joshua.oh@kr.daiwacm.com
IT/Electronics (Handset Components)
Thomas Y KWON (82) 27879181 yskwon@kr.daiwacm.com

Pan-Asia Head of Internet & Telecommunications; Software (Korea) — Internet/On-line Game

TAIWAN

Mark CHANG (886) 2 8758 6245 mark.chang@daiwacm-cathay.com.tw
Head of Taiwan Research

Steven TSENG (886) 2 8758 6252  steven.tseng@daiwacm-cathay.com.tw
IT/Technology Hardware (PC Hardware)

Christine WANG (886) 2 8758 6249 christine.wang@daiwacm-cathay.com.tw

IT/Technology Hardware (Automation); Cement; Consumer
Kylie HUANG (886) 2 8758 6248 kylie.huang@daiwacm-cathay.com.tw
IT/Technology Hardware (Handsets and Components)

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

Saurabh MEHTA (91) 22 6622 1009  saurabh.mehta@in.daiwacm.com
Capital Goods; Utilities

SINGAPORE
Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com

Head of Singapore Research, Regional Head of Oil and Gas; Oil and Gas (ASEAN and
China); Capital Goods (Singapore)

Angeline LOH (65) 6499 6570 angeline.loh@sg.daiwacm.com
Banking/Finance, Consumer/Retail

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

Ramakrishna MARUVADA (65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com
Head of ASEAN & India Telecommunications; Telecommunications (ASEAN & India)
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Office / Branch / Affiliate

DAIWA SECURITIES GROUP INC

HEAD OFFICE

Daiwa Securities Trust Company

Daiwa Securities Trust and Banking (Europe) PLC (Head Office)
Daiwa Europe Trustees (Ireland) Ltd

Daiwa Capital Markets America Inc

Address

Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6753
One Evertrust Plaza, Jersey City, NJ 07302, U.S.A.

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

Level 3, Block 5, Harcourt Centre, Harcourt Road, Dublin 2, Ireland

Financial Square, 32 Old Slip, New York, NY10005, U.S.A.

Tel

(81) 3 5555 3111
(1) 201 333 7300
(44) 207 320 8000
(353) 1 603 9900

(1) 212 612 7000

Fax

(81) 3 5555 0661
(1) 201 333 7726
(44) 207 410 0129
(353) 1478 3469

(1) 212 612 7100

Daiwa Capital Markets America Inc. San Francisco Branch

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

(1) 415 955 8100

(1) 415 956 1935

Daiwa Capital Markets Europe Limited
Daiwa Capital Markets Europe Limited, Frankfurt Branch

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

Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main,
Federal Republic of Germany

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

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

Daiwa Capital Markets Europe Limited, Paris Representative Office 36, rue de Naples, 75008 Paris, France (33) 156 262200 (33) 147550 808
Daiwa Capital Markets Europe Limited, London, Geneva Branch 50 rue du Rhéne, P.O.Box 3198, 1211 Geneva 3, Switzerland (41) 22 818 7400  (41) 22 818 7441
Daiwa Capital Markets Europe Limited, Midland Plaza 7th Floor, 10 Arbat Street, Moscow 119002, (7) 495 6413416 (7) 495 775 6238

Moscow Representative Office

Daiwa Capital Markets Europe Limited, Bahrain Branch

Russian Federation

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

(973) 17534 452

(973) 17535 113

Daiwa Capital Markets Hong Kong Limited Level 28, One Pacific Place, 88 Queensway, Hong Kong (852) 2525 0121 (852) 2845 1621

Daiwa Capital Markets Singapore Limited 6 Shenton Way #26-08, DBS Building Tower Two, Singapore 068809, (65) 6220 3666 (65) 6223 6198
Republic of Singapore

Daiwa Capital Markets Australia Limited Level 34, Rialto North Tower, 525 Collins Street, Melbourne, (61) 39916 1300  (61) 3 9916 1330
Victoria 3000, Australia

DBP-Daiwa Capital Markets Philippines, Inc 18th Floor, Citibank Tower, 8741 Paseo de Roxas, Salcedo Village, (632) 813 7344 (632) 848 0105
Makati City, Republic of the Philippines

Daiwa-Cathay Capital Markets Co Ltd 14/F, 200, Keelung Road, Sec 1, Taipei, Taiwan, R.O.C. (886) 2 2723 9698 (886) 2 2345 3638

Daiwa Securities Capital Markets Korea Co., Ltd. One IFC, 10 Gukjegeumyung-Ro, Yeouido-dong, Yeongdeungpo-gu, (82) 2787 9100 (82) 27879191

Daiwa Securities Capital Markets Co Ltd,
Beijing Representative Office

Daiwa SSC Securities Co Ltd

Daiwa Securities Capital Markets Co. Ltd,
Bangkok Representative Office

Daiwa Capital Markets India Private Ltd

Daiwa Securities Capital Markets Co. Ltd,
Hanoi Representative Office

DAIWA INSTITUTE OF RESEARCH LTD
HEAD OFFICE
MARUNOUCHI OFFICE

Seoul, 150-876, Korea

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

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

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

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

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

15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan
Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6756

(86) 10 6500 6688

(86) 21 3858 2000

(66) 2 252 5650

(91) 22 6622 1000

(84) 4 3946 0460

(81) 3 5620 5100
(81) 3 5555 7011

(86) 10 6500 3594

(86) 21 3858 2111

(66) 2 252 5665

(91) 22 6622 1019

(84) 4 3946 0461

(81) 3 5620 5603

(81) 3 5202 2021

New York Research Center

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

(1) 212 612 6100

(1) 212 612 8417

London Research Centre

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

(44) 207 597 8000

(44) 207 597 8550
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Disclaimer

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

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

Japan

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

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

Investment Banking Relationship

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the
securities of the following companies: Jiangnan Group Limited (1366 HK); Blackgold International Holdings Ltd (BGG AU); Tosei Corporation (8923 JP); Modern Land (China) Co. Ltd (1107 HK);
China Everbright Bank Company Limited (6818 HK); econtext Asia Ltd (1390 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 DATWA 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. DATWA prohibits its analyst and their family members from maintaining a financial
interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which is resident
or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA and its
affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and issuers that
are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. This report
does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non — US affiliates to effect trades in any securities and is not supplied with any
understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited.

Taiwan

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

Philippines

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

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

United Kingdom

This research report is produced by Daiwa Capital Markets Europe Limited and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland.
Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange, Eurex and NYSE Liffe.
Daiwa Capital Markets Europe Limited and/or its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of
the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof
and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe Limited and/or its
affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent
permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients.
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This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such
Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that
the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available.

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

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

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

United States

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

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

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

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

Research Analyst Conflicts

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

Research Analyst Certification

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

The following explains the rating system in the report as compared to relevant local indices, 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.

"2": the security is expected to outperform the local index by 5-15% over the next six months.

"3": 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.

non,

'5": the security could underperform the local index by more than 15% over the next six months.
Additional information may be available upon request.

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

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

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

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

o 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, Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type II Financial Instruments Firms Association
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