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EC Healthcare (2138 HK)

Jockeying for position in aesthetic medical in China

EC Healthcare is gearing up for ambitious business expansion.
Considering its solid foundation in medical aesthetics, we are bullish on EC
Healthcare’s expanding footprint in the Greater Bay Area (GBA) thanks to
the low market penetration albeit surging demand, the Company’s strong
execution capabilities, and high business scalability. The Company targets
to open additional 30-50 service centers in GBA with a primary focus on
discretionary medical and healthcare services and revenue contribution of
17% from Mainland China operation, by FY25E.

Vertical and Horizontal business expansion via organic growth and
M&A. EC has undergone seven major acquisitions and investment activities
YTD, further consolidating while extending foothold across medical
aesthetics, chiropractic medicine, multidisciplinary medical services,
obstetric and gynecological medicine, clinical laboratory testing and
veterinary businesses. In Jun 2021, the Company entered into a strategic
collaboration with China Medical System (CMS), to i) set up a medical
aesthetic marketing centre in Hong Kong for the distribution and marketing
of aesthetic medications, and to ii) build a medical aesthetic registered
practitioner training and education platform, which is revolutionary across
the upstream and downstream of industry, in our view.

FY21 remains resilient amid COVID. EC Healthcare reported FY21
revenue of HK$2.2bn, up 6.8% YoY, mainly driven by 54% revenue growth
of medical services segment. Aesthetic medical services and beauty and
wellness services revenue fell by 17.8%/13.6% YoY, respectively, due to i)
mandatory closure of Hong Kong aesthetic and beauty service centers
lasting 5.5 months in FY21, and ii) substantial decline of inbound mainland
tourists during COVID. Attributable net profit decreased by 32.7% YoY to
HK$192.9mn and NP margin fell by 5.1ppt to 10.8%. However, we think the
COVID impact is transitory and valuation re-rating is at point of reflection,
given the recurring need of medical aesthetic services by nature, high client
retention of 80%+, coupled with robust M&A prospect.

Maintain BUY with new TP of HK$22.29. Our target price of HK$22.29 is
based on DCF model with forecasts to FY32E, using WACC of 11.0% and
terminal growth rate of 3%. Our TP implies 73.1x FY22 P/E and 50.4x FY23
P/E. Near-term catalysts: Relaxation of cross-border lockdown, M&A
execution, potential inclusion in HSI/Stock Connect program. Key risks:
regulatory policy risk, market competition risk, and business development
risk.

Earnings Summary

(YE 31 Mar) FY20A FY21A FY22E FY23E FY24E
Revenue (HK$ mn) 1,949 2,080 2,648 3,394 4,454
YoY growth (%) 5 7 27 28 31
Net income (HK$ mn) 287 193 338 491 723
EPS (HK$) 0.29 0.19 0.30 0.44 0.65
Consensus EPS (HK$) 0.37 0.17 0.35 0.53 N/A
P/S (x) 8.3 7.8 6.1 4.8 3.6
P/E (x) 50.0 77.5 47.8 32.9 22.3
ROE 26.6 16.1 23.2 30.4 38.6
Net gearing (%) 17.0 Net cash Net cash Net cash Net cash
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EC Healthcare is gearing up for ambitious business
expansion

China expansion plan. To date, EC Healthcare’s majority of operation is based in Hong
Kong, with Hong Kong business contributing to ¢.91% of revenue in FY21. The Company
targets to open additional 30-50 service centers in the Greater Bay Area (GBA) by FY25E
mainly driven by organic growth, with a primary focus on discretionary medical and
healthcare services including 80% of which in medical anesthetics and 20% in other
medical services such as chiropractic, dental, pediatric services, as per management.
Meanwhile, the Company is on track to actively and prudently seeking potential partnership
opportunities with local business players from various sectors including insurance, IT and
real estate that can form synergies with the EC platform and helps execute its business
expansion strategy. As per company guidance, Mainland China business is expected to
contribute 17% of total revenue by FY2025E, primarily driven by the fast network expansion
and strong demand in medical anesthetic services.

Considering its solid foundation in medical aesthetics, we are optimistic about EC
Healthcare’s expansion of its GBA footprint as a premium brand offering quality services
thanks to its i) determined ambition, with its Mainland China head office setup in Shenzhen
in FY1H21, ii) strong execution capability and clinic opening pace despite COVID
lockdowns, and most importantly iii) high business scalability.

Robust growth path. EC Healthcare currently operates 15 outlets in Mainland China, all
specialized in medical aesthetics. Moreover, the Company plans to open additional six
outlets focusing on medical aesthetics and hair implant services in the Mainland by Dec
2021. EC saw robust Mainland business sales revenue growth momentum, up
40%/75%/60% YoY in FY1H21/FY2H21/FY21, respectively. With great synergies within
the EC platform capturing high value spending customers at low acquisition costs, the
Company expects a significant increment in revenue per service center from HK$7.4mn in
FY20 to HK$20mn in FY25E.

Figure 1. Mainland China Business 5-year expansion targets (FY20-FY25E)
Mainland China

Business
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Growth 22% (YoY) 22% (5-year CAGR)
Revenue HK$88mn HK$135mn HK$1bn
Growth 53% (YoY) 63% (5-year CAGR)
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Source: Company data, CMBIS

EC Healthcare is well positioned to take a bigger pie of the China market, in our view,
given:

i) Underpenetrated market albeit huge demand. China medical aesthetic industry is on
the rise, driven by i) increasing discretionary income, ii) greater acceptance of non-surgical
aesthetic procedures, such as energy-based treatments and dermal filler/ botulinum toxin
injections, and iii) rising bar of product/service quality and diversification influenced by
Internet celebrity culture and Korean beauty. We foresee a sustainable growth path with
negligible growth ceiling in the mid to long term, thanks to its recurring need by nature.
China medical aesthetic market has far lower penetration of 3.6% vs. Korea and US of
20.5%/16.6% in 2019, respectively, according to Deloitte Research. Tier 1/2 cites

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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contributes to 60% of customers, while geographically, Guangdong customers stay most
proactively on industry information, according to WRD research.

Figure 2: Medical aesthetic market penetration Figure 3: China medical aesthetic services market
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ii) Fragmented industry with strengthening regulatory scrutiny. Medical aesthetic
service market in China has been exposed to regulatory echoes due to the lack of
procedure standardization, improper training of doctors/practitioners, hygiene issue and
misuse of unauthorized or fake injections (accounting for up to 78% of all product use as
per So-Young research). Guangdong province has c¢.4,500 medical aesthetic outlets,
ranking No.1 in terms of the number of service centers, accounting for 12.8% nationwide
in 2020 (WRD research). However, a significant portion is unregulated and performing “off-
label” non-surgical procedures.

In Apr 2020, National Health Committee (NHC) issued “Notice on further medical aesthetic
regulation and policy” ("% FT# —F iR E 57 £ 2% 4 % & # &6 @ 47), signaling a
nationwide industry regulatory crackdown.

In Jun 2021, NHC issued “Detailed work plan in the fight against illegal provision of medical
services ("R THFEFEEFEEM S ER KL I H L6 4"), setting forth the
deployment of medical aesthetic service industry consolidation from Jun to Dec 2021.

We view this as a positive catalyst for leading hames, such as EC healthcare, that has a
proven record of certified procedural practice and product use under stringent professionals’
training.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Vertical and Horizontal business expansion via organic

growth and M&As

From Hong Kong’s largest medical aesthetic centre under the name “Dr. REBORN” at
inception in 2005, EC Healthcare has sequentially evolved to become a leading one-stop
multidisciplinary medical service platform through organic growth and M&As.

Figure 4: Business expansion measured by total
GFA (FY16-FY21)

Figure 5: Number of clinics (FY16-FY21)
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Figure 6: Growth in the number of full time registered
practitioners (FY16-FY21)

Source: Company data, CMBIS

Figure 7: Increase in medical discipline coverage
(FY16-FY21)
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The Company took a prudent stance on M&A strategy, with key selection criteria including
attractive PE ratio (usually less than 10x), profit guarantee over the next 3-8 years of
operating time horizon, and business development interest alignment.

M&A updates from FY21 YTD. EC Healthcare has undergone seven major acquisitions
and investment activities YTD, including 1) acquisition of New Medical Centre in May 2020,
2) further acquisition of 24% of equity interest of New York Medical Group (NYMG) in Jul
2020, 3) acquisition of Zenith Medical Centre in Oct 2020, 4) acquisition of PathLab in Dec
2020; 5) further acquisition of 45% equity interest of Young Aesthetics in Mar 2021, 6)
acquisition of a physiotherapy centre, and 7) acquisition of veterinary business in Jun 2021.
These deals further showcased the Company’s continued ambition on both vertical and

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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horizontal integration spanning medical aesthetics, chiropractic medicine, multidisciplinary
medical services, obstetric and gynecological medicine, clinical laboratory testing and
veterinary business.

Figure 8: Key acquisitions and investment activities YTD
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Strategic cooperation with upstream players and
shareholders

Strategic collaboration with CMS. On 10 Jun 2021, the Company entered into a strategic
collaboration with China Medical System (CMS), a long-established pharma with strength
in the promotion and distribution of multiple-specialty pharmaceutical products whilst on
track to building an innovative drug pipeline. The collaboration mainly focused on two
strategic plans: i) setting up a medical aesthetic marketing centre in Hong Kong, for the
distribution and marketing of aesthetic medications and products through sold or distributed
through CMS platform, and ii) building a medical aesthetic registered practitioner training
and education platform, and potentially a nationwide aesthetic medical doctor partnership
platform.

Implications and the scope of such BD step is revolutionary, in our view. CMS will funnel
its medical aesthetic product resources in Hong Kong, while EC Healthcare is well-

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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positioned to channel its strong doctor and customer network, digital marketing platform
and KOL capabilities, linking up upstream and downstream of the industry. Meanwhile, the
education and partnership platform is poised to provide compelling values for multiple
industry players, through i) setting up a third-party channel that offers medical aesthetic
product training by leveraging CMS’s vast network of 12,000 dermatologists in China (as
of Dec 2020), ii) promoting standardization of procedures among medical aesthetic service
provider that drive industry transparency and consolidation, and iii) continuously gaining
platform traffic and brand reputation which resonates EC Healthcare’s overarching GBA
business expansion strategy.

Introduction of two strategic investors. On 28 Apr 2021, the Company completed
placing of 29.6m shares at price of HK$7.8, introducing two strategic investors Dr. Cheng
Chi Kong (as his personal investment) and Aspex Master Fund (Aspex), representing
2.69% of share capital immediately after the placement.

Dr. Cheng Chi Kong is the executive vice-chairman and chief executive officer of New
World Development (#7 # 5% % &), overseeing the strategic direction for its property
development and investment activities. Founded in 1970, New World Development (17 HK)
is a leading property developer with wide business exposure in Greater China, especially
the Greater Bay Area.

We view such strategic move to leverage well on New World Development’s recourses in
real estates to support EC Healthcare’s operation expansion.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Company profile

Founded in 2005 and listed on HKEX in 2016, EC Healthcare (previous brand name: Union
Medical Healthcare/"UMH”) is Hong Kong’s largest non-hospital medical service provider
with No. 1 market share by revenue in medical aesthetics (19%) and medical services
(3.7%), according to F&S in 2019. EC healthcare provides a broad range of premium
quality services across Hong Kong, Macau and Mainland China, spanning i) medical
services; ii) minimally invasive medical aesthetic services; and iii) beauty and wellness
services. Moreover, the Company sells skin care, wellness and beauty products and
provides marketing services mainly via acquisition of a digital marketing company in 2019.

Beyond medical aesthetic services, pain management has evolved to become the EC
Healthcare’s second flagship business sub-segment, mainly through acquisition of NYMG.
As of FY21, EC Healthcare operates 35 pain management service centres across Hong
Kong business covering five major medical disciplines, including chiropractic, orthopedics,
neurosurgery, physiotherapy and Chinese medicine.

Figure 9: EC Healthcare’s featured brands
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Source: Company data, CMBIS

As of FY21, the Company operates 80 clinics and service centers, occupying an aggregate
floor area of c. 398,000 sq ft, including 15 clinics in mainland China. With of 139 full-time
and exclusive registered practitioners, EC Healthcare covers 22 medical disciplines.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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Figure 10: EC Healthcare’s geographical coverage
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On 12 May 2021, EC Healthcare was included in MSCI Hong Kong Small Cap Index. We
think the potential inclusion in the Stock Connect program could further support valuation
upside, with the upcoming Hang Seng Index rearrangements in Sep 2021 (expected
announcement in Aug 2021) or Mar 2022 (expected announcement in Feb 2022) being a
key catalyst to watch.

Figure 11: EC Healthcare key development milestones
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Figure 12: Key M&A activities (2016-2021)
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Figure 13: EC Healthcare’s shareholding structure (as of Jul 2021)
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FY21 remain resilient amid COVID uncertianty

EC Healthcare reported FY21 revenue of HK$2.08bn, up 6.8% YoY, mainly driven by 54%
revenue growth of medical services segment. Aesthetic medical services and beauty and
wellness services revenue fell by 17.8%/13.6% YoY, respectively, mainly due to i)
mandatory closure of Hong Kong aesthetic and beauty service centers lasting 5.5 months
in FY21, and ii) substantial decline of inbound mainland tourists during COVID. Net profit
and attributable net profit decreased by 27.3%/32.7% to HK$225.6mn/ HK$192.9mn.
EBITDA margin and NP margin fell by 4.5ppt/5.1ppt to 19.1%/10.8% (vs. 23.6%/15.9% in
FY20), respectively.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9
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However, we think the COVID impact is transitory and the worst time has passed. The
Company saw rapid sales rebound in Apr 2021, with an overall increase in preliminary
unaudited contracted sales of no less than 75% YoY, while that of the Mainland-based
service centers increased no less than 55%. Valuation re-rating is at point of reflection,
given the recurring need of medical aesthetic services by nature, high client retention of
80%, coupled with robust M&A prospect, in our view.

Figure 14: Revenue forecast (FY19-FY24E) Figure 15: Revenue breakdown (FY19-FY24E)
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Figure 16: Operating expenses as % of total revenue Figure 17: Gross profit margin, operating profit
(FY19-FY24E) margin and net profit margin (FY19-FY24E)
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Figure 18: Operating cash flow (FY19-FY24E)

Figure 19: ROE and ROA (FY19-FY24E)
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Valuation

Our target price of HK$22.29 is based on DCF model with forecasts to FY32E, using WACC
of 11.0% and terminal growth rate of 3%. Our TP implies 73.1x FY22 P/E and 50.4x FY23
P/E.

Figure 20: Risk-adjusted DCF valuation (terminal growth rate: 3.0%)

DCF Valuation (in Rmb mn) FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30E FY31lE FY32E

EBIT 489 699 1,019 1,440 1,756 2,108 2,487 2,885 3,289 3,683 4,052
Tax rate 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0%
EBIT*(1-tax rate) 416 594 866 1,224 1,493 1,791 2,114 2452 2,795 3,131 3,444
+ D&A 273 316 370 473 544 626 720 828 952 1,095 1,259
- Change in working capital (87) (83) (122) (191) (220) (253) (291) (335) (385) (443) (509)
- Capex (272) (285) (300) (340) (400) (400) (400) (400) (400) (400) (400)
FCFF 329 541 814 1,166 1,417 1,764 2,143 2545 2962 3,383 3,794
Terminal value 48,587
Terminal growth rate 3.0%

WACC 11.0%

Cost of Equity 14.7%

Cost of Debt 5.0%

Equity Beta 12

Risk Free Rate 3.0%

Market Risk Premium 10.0%

Target Debt to Asset ratio 35.0%

Effective Corporate Tax Rate ~ 15.0%

Terminal value 15,351
Total PV 24,898
Net debt (244)
Minority interest 419
Equity value (HK$ mn) 24,723
No. of shares outstanding (mn) 1,109
DCF per share (HK$) 22.29

Source: CMBIS estimates

Figure 21: Sensitivity analysis

WACC

10.0% 10.5% 11.0% 11.5% 12.0%

2.0% 24.33 22.44 20.64 19.30 17.98

2.5% 25.43 23.37 21.42 19.97 18.56

Terminal 3.0% 26.69 24.42 22.29 20.72 19.20

growth rate

3.5% 28.14 25.62 23.28 21.57 19.92

4.0% 29.83 27.00 24.41 22.53 20.73

Source: CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 12



5 Jul 2021

Figure 22: CMBI estimates vs consensus

CMBI Consensus Diff (%)
(HK$ mn) FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 2,648 3,394 4,454 2,757 3,570 4,651 -4.0% -4.9% -4.2%
Operating profit 489 699 1,019 538 765 922 -9.1% -8.7% 10.5%
Profits attributable 395 574 846 360 552 745 9.8% 3.9%  13.6%
to shareholders
EPS (HK$) 0.30 0.44 0.65 0.35 0.53 N/A -12.9% -16.5% N/A
Operating margin 18.47%  2059%  22.88% @ 19.51%  21.43%  19.82% & -1.05ppt -0.84ppt +3.05ppt
Net Margin 14.94%  16.91%  18.99% @ 13.06%  15.46%  16.02% | -1.88ppt +1.44ppt +2.98ppt
Source: Bloomberg, CMBIS estimates
Figure 23: Peers valuation
Price Mkt cap PER(x) PBR(x) ROE(%)
Compan Ticker LC LC mn FY22E FY23E FY22E FY23E FY22E FY23E
EC Healthcare 2138 HK 14.56 16,148 47.8 329 9.1 8.1 23.2 30.4
Aier Eye Hospital 300015 CH 68.28 369,089 115.7 89.4 26.6 21.0 22.9 23.4
Hygia Healthcare 6078 HK 96.50 59,637 82.0 61.2 9.6 8.4 12.0 14.2
Jinxin Fertility 1951 HK 19.30 48,396 69.0 55.3 4.9 4.6 6.7 8.2
Average : 84.9 75.8 10.8 9.5 14.4 15.6

Source: Bloomberg, CMBIS
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Financial Summary

Income statement

Cash flow summary

YE 31 Mar (HK$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Mar (HK$ mn) FY20A FY21A FY22 FY23 FY24E
Revenue 1,949 2,080 2,648 3,394 4,454 Profit before tax 361 266 465 675 995
Medical services 623 960 1,092 1,365 1,774 Depreciation 233 278 273 316 370
Aesthetic medical services 781 642 949 1,301 1,821 Amortization of intangible assets 13 32 42 54 71
Beauty & wellness services 418 361 445 512 563 Change in working capital 14 110 (87) (83) (122)
Skincare, healthcare & beautty products 62 53 66 72 80 Others (44) (22) (46) (78) (126)
Performance marketing & related services 63 64 96 144 216 Net cash from operating 576 664 647 884 1,189
Cost of sales (216) (235) (297) (379) (498)
Gross profit 1,733 1,845 2,351 3,014 3,957 Capex (70) (100) (272) (285) (300)
Registered practitioner (297) (449) (490) (594) (735) Other investing activities 386 0 0 0 0
Employee benefit expenses (540) (580) (715) (882) (1,114) Net cash from investing 316 (100) (272) (285) (300)
Selling & marketing expenses  (124) (109) (146) (200) (276)
Rental and related expenses (43) (48) (53) (68) (89) Dividend paid (345) (172) (254) (343) (470)
Depreciation and amortization  (233) (310) (315) (370) (441) Proceeds from new borrowings 145 0 0 0 0
Other expenses (859) (1,211) (1,229) (1,416) (1,636) Other financing activities (540) 18 (24) (24 (29
Operating profit 378 285 489 699 1,019 Net cash from financing (739) (154) (277) (367) (494)
Finance costs (18) (24) (24) (24) (24)
Share of profits less losses of 0 5 0 0 0 Net change in cash 153 411 98 232 395
Profit before tax 361 266 465 675 995 Cash at the beginning of the year 367 520 931 1,029 1,261
Income tax expense (50) (40) (70) (101) (149) Effects of exchange rate changes 0 0 0 0 0
Total net profit 310 226 395 574 846 Cash at the end of the year 520 931 1,029 1,261 1,656
Minority Interests 24 33 57 83 123
Profit attributable to shareholders 287 193 338 491 723
Balance sheet Key ratios
YE 31 Mar (HK$ mn) FY20A FY21A FY22E FY23E FY24E YE 31 Mar (HK$ mn) FY20A FY21A FY22E FY23E FY24E
Non-current assets 1,503 2,376 2,333 2,248 2,107 Sales mix (%)
Property, plant and equipment 725 792 791 762 693 Medical services 32.0 46.1 412 402 3938
Investment properties 189 186 186 185 184 Aesthetic medical services 40.1 309 358 383 409
Goodwill 155 477 477 477 477 Beauty and wellness services 215 174 168 151 126
Intangible assets 115 512 469 415 344 Skincare, healthcare & beauty products 3.2 25 25 21 1.8
Prepayments 103 169 169 169 169  Performance marketing & related services 3.2 3.1 3.6 4.3 4.9
Others 215 239 239 239 239 Total 100 100 100 100 100
Current assets 1,052 1,415 1,571 1,935 2,518 Profit & loss ratios (%)
Inventories 60 40 62 80 105 Gross margin 89 89 89 89 89
Trade receivables 79 179 164 210 276 EBITDA margin 32 29 30 31 33
Deferred cost 73 63 63 63 63 Net margin 16 11 15 17 19
Cash and cash equivalents 520 931 1,029 1,261 1,656 Effective tax rate 14 15 15 15 15
Others 320 202 253 321 418
Balance sheet ratios
Current liabilities 1,069 1,317 1,289 1,338 1,403 Current ratio (x) 1 1 1 1 2
Trade payables 36 47 41 52 66 Trade receivables turnover days 17 23 23 23 23
Bank borrowings 262 287 287 287 287 Trade payables turnover days 49 64 64 64 64
Lease liabilities 161 207 207 207 207 Net debt to total equity ratio (%) 17 Netcash Netcash Netcash Netcash
Others 610 776 753 791 842
Returns (%)
Non-current liabilities 316 842 842 842 842 ROE 26.6 16.1 232 304 386
Lease liabilities 297 295 295 295 295 ROA 12.7 71 103 142 19.2
Others 20 548 548 548 548
Per share value
Total net assets 1,170 1,631 1,773 2,003 2,379 EPS (HK$) 029 019 030 044 0.65
Minority interest 167 362 419 503 625 DPS (HK$) 023 0.17 023 031 042
Shareholders' equity 1,170 1,631 1,773 2,003 2,379 BVP (HK$) 119 159 160 181 215

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 14



WEE R

“MB INTERNATIONAL

5 Jul 2021

L

Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS does not
provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments and strategies, and encourages investors to
consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or its affiliate(s)
to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or enter into any
transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss, damage or expense
whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information contained in this report
does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIS
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information, advices
and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other publications having information and/ or
conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIS may make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf of
its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with the companies in this
report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS will not assume any
responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or published
in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 15



