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Market concerns appear to be overplayed

® Recent concerns in the market about an expected slowdown in the
number of new infrastructure projects, likely pressure on NIMs and
unfavourable macro conditions have taken their toll on
Infrastructure Development Finance’s (IDFC) valuations. The
share price has fallen by 32% from its peak (November 2010). As
such, its lending business is now valued at a PBR of 1.5x and a
PER of 11x on our FY 12 forecasts, which we see as attractive.

Low leverage ratio an advantage in current environment

= \We believe IDFC’s low leverage ratio of less than 5x currently
is an advantage amid the rising interest-rate scenario, and should
support the company’s current NIM, as more than 20% of the
company’s loans are funded by capital. We forecast the ROE for
the company’s core lending business to improve to 15.5% for
FY12 and 17.3% for FY13, from a low of 14% for FY11.

Earnings growth likely to remain high for FY12-13

® \We forecast an FY12-13 consolidated net-profit CAGR of 23%,
and an EPS CAGR of 30% for the lending business. We have
lowered our SOTP-based six-month target price to Rs190 (from
Rs215) for which we assign Rs43/share for the value of IDFC’s
investments and Rsl47/share for the value of its core lending
business. We would see continued high interest rates as the key risk
to our loan-growth assumption.

Reuters code IDFC.NS
SENSEX Index 17,823.40
Market cap (US$hn) 4,69
3-mth avg daily T/O (US$m) 28.31
Shares outstanding (m) 1,461
Free float (%) 70.0
Major shareholder Government of India (17.9%)
Exchange rate Rs/US$ 45.271
Performance (%)* M 3M 6M
Absolute (21) (19.4) (20.0)
Relative 10 (125 (191
Source: Daiwa

Note: *Relative to SENSEX Index

Investment indicators

2011E  2012E  2013E

PER x) 155 135 10.8
PBR x) 2.0 18 16
Dividend yield (%) 12 14 14
ROE (%) 14.7 14.0 157
ROA (%) 3.1 29 2.9

Source: Daiwa forecasts
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Income summary

Operating profit Pre-tax profit Net profit EPS DPS
Year to 31 Mar (Rs m) (%) (Rs m) (%) (Rs m) (%) (Rs) (%) (Rs)
2009 10,360 36 10,360 36 7,499 11 5.792 (55) 1.200
2010 14,284 37.9 14,284 37.9 10,620 416 8.183 413 1.500
2011E 17,128 19.9 17,128 19.9 12,955 220 9.383 14.7 1.800
2012E 20,979 225 20,979 225 15,764 217 10.792 15.0 2.000
2013E 26,275 25.2 26,275 25.2 19,683 24.9 13.475 24.9 2.000
Source: Company, Daiwa forecasts
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The three most important charts in this report ...
IDFC: balance sheet
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IDFC: interest spread (%
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IDFC: P&L for the lending business (reconstructed) (Rs m)

FYO7 FYO08 FYO09 FY10 FY11E FY12E FY13E
Interest earned 12,823 21,595 29,814 30,665 42,976 58,423 75,142
Interest expenses 8,555 14,802 20,795 19,502 26,957 37,287 47,664
NIl 4,269 6,792 9,018 11,162 16,018 21,135 27,478
Fee income 904 1,600 1,573 2,080 2,289 2,647 3,016
Net income 5,173 8,392 10,592 13,242 18,307 23,782 30,495
Operating expenses 614 1,133 1,288 1,994 2,241 2,712 3,282
Operating income 4,559 7,259 9,304 11,248 16,066 21,070 27,212
Provisions 499 574 564 1,026 1,700 2,000 3,000
PBT 4,061 6,685 8,740 10,222 14,366 19,070 24,212
Tax 772 1,471 2,185 2,556 3,592 4,768 6,053
Net profit 3,289 5,214 6,555 7,667 10,775 14,303 18,159
Reported net worth 28,820 54,544 60,292 68,229 111,845 123,265 137,704
Leveraged net worth 22,488 41,517 37,304 43,815 86,943 97,864 111,796
Core ROE (%) 15.2 16.3 16.6 18.9 14.1 15.5 17.3
Leverage ratio (x) 3.7 6.2 6.3 6.7 5.3 5.2 6.0
Leveraged book value (Rs) 20 32 29 34 60 67 77
Core EPS (Rs) 2.9 4.0 5.1 5.9 7.38 9.8 12.4

Source: Company, Daiwa forecasts
Note: leverage ratio = average assets divided by average net worth
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Company background

Infrastructure Development Finance (IDFC) is a leader in providing financing for long-term infrastructure projects, and also has
interests in private-equity funds, asset management, and equity broking. The company was incorporated in Chennai by a consortium
of public and private investors, and was listed in August 2005. It had a balance sheet of Rs480bn (US$10.4bn) as at the end of Dec
2010.

Infrastructure Development Finance — financial summary

Profit and loss (Rs m Balance sheet (Rs m

Year to 31 Mar 2009 2010 2011E 2012E 2013E As at 31 Mar 2009 2010 2011E 2012E 2013E
Net-interest income 9,225 11,164 16,018 21,135 27,478 Cash & equivalent 8,255 2,715 3665 4,398 5277
Net fees & commission 1,110 1440 2,160 2,376 2,614 Investment securities 64,999 46,417 62,341 66,775 71,652
Trading and other income 5222 8460 7,171 7274 8167 Net loans and advances 205,962 250,311 375,466 499,370 664,162
Net insurance income 0 0 0 0 0 Fixed assets 4543 4415 4857 5342 5876
Total operating income 15,557 21,064 25349 30,785 38,259 Goodwill 10,789 11,694 11,694 11,694 11,694
Personnel expenses (1,773) (3,072) (3,380) (4,056) (4,867) Other assets 6,820 32,533 27,516 23890 9,627
Other expenses (1,893) (2,410) (2,791) (3,301) (3,668) Total assets 301,367 348,086 485,538 611,469 768,289
Total expenses (3,666) (5482) (6,171) (7,356) (8,534) Customers deposits 0 0 0 0 0
Pre-provision operating profit 11,892 15582 19,178 23,429 29,725 Borrowing 223,050 258,939 362,514 478,519 622,074
Total provision (1,532) (1,298) (2,050) (2,450) (3,450) Debentures/subordinated debt 6,500 6,500 6,500 6,500 6,500
Operating profit after prov. 10,360 14,284 17,128 20,979 26,275 Other liabilities 9,779 12,483 9986 7,989 6,391
Non-operating income 0 0 0 0 0 Total liabilities 239,329 277,922 379,001 493,008 634,965
Profit before tax 10,360 14,284 17,128 20,979 26,275 Share capital 12,952 13,006 14,608 14,608 14,608
Tax (2,782) (3,666) (4,103) (5,154) (6,531) Reserves & others 48,806 57,095 91,767 103,590 118,352
Min. int./pref. div./other items (79 1 (70) (60) (60) Shareholders' equity 61,758 70,101 106,374 118,198 132,960
Net profit 7499 10,620 12,955 15,764 19,683 Minority interests 281 63 163 263 363
Adj. net profit 7499 10,620 12,955 15,764 19,683 Total equity & liabilities 301,367 348,086 485,538 611,469 768,289
EPS (Rs) 5792 8183 9383 10.792 13.475 Avg interest-earning assets 279,216 299,443 441,471 570,542 741,091
EPS (adjusted) (Rs) 5792 8183 9383 10.792 13.475 Avg risk-weighted assets n.a. na. n.a. n.a. n.a.
DPS (Rs) 1200 1500 1.800 2.000 2.000 BVPS (Rs) 4768 5390 72.82 8091 91.02
Year to 31 Mar 2009 2010 2011E 2012E 2013E Year to 31 Mar 2009 2010 2011E 2012E 2013E
Net-interest income 329 21.0 435 319 30.0 Liguidity
Non-interest income 05 56.3 (5.7) 34 11.7 Loan/deposit n.a. n.a. n.a. n.a. n.a.
Total operating income 175 35.4 20.3 214 243 Capital adequacy ratios (CAR)
Total expenses 443 49.6 12.6 19.2 16.0 Tier-1 CAR 20.0 174 214 18.8 16.7
Pre-provision operating profit 111 31.0 231 222 26.9 Total CAR 238 20.5 26.9 243 222
Total provisions 118.7  (15.3) 58.0 19.5 40.8 Asset quality
Operating profit after provisions 3.6 379 19.9 225 25.2 NPLs/gross loans 0.4 0.3 0.5 0.5 0.5
Profit before tax 3.6 379 19.9 225 25.2 Total loan-loss prov./NPLs 40.3 46.2 1000 1000 100.0
Net profit (reported) 11 416 22.0 217 24.9 Profitability
Net profit (adjusted) 11 41.6 22.0 21.7 24.9 ROAA 25 33 31 29 29
EPS (reported) (5.5) 413 147 15.0 24.9 ROAE 12.7 16.1 147 14.0 15.7
EPS (adjusted) (5.5) 413 14.7 15.0 249 Efficiency
Gross loans 35 215 50.5 33.0 33.0 Net-interest margin 33 3.7 3.6 3.7 3.7
Deposits n.a. n.a. n.a. n.a. n.a. Gross yield 10.8 10.3 9.7 10.2 10.1
Total assets 41 15.5 39.5 25.9 25.6 Cost of funds 9.1 74 7.3 7.7 7.6
Total liabilities 2.6 16.1 36.4 30.1 28.8 Net-interest spread 17 29 24 2.6 2.6
Shareholders' equity 10.4 135 51.7 111 12.5 Total cost/total income 236 26.0 243 239 22.3
Avg interest-earning assets 36 72 474 29.2 29.9 Others
Avg risk-weighted assets n.a. na. n.a. na. n.a. Effective tax 26.8 25.7 24.0 24.6 24.9
Dividend-payout ratio 20.7 18.3 19.2 18.5 14.8
Year to 31 Mar 2009 2010 2011E 2012E 2013E (Rs)
Loan growth (%) 35% 215% 50.0% 33.0% 33.0%
383 5.2x
333 1
283 = _// 4.1x
233 A 3.1x
183
133 e 2.0
8 =—;—- 0.9x
33
Feb-08 Feb-09 Feb-10

Source: Company, Daiwa forecasts
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ROE for the core lending business likely to expand

We forecast ROE for the ~ We forecast IDFC’s ROE from its core lending operation to expand to 17.3% for FY13,

lending business to from 14.1% for FY11. We have built a profit and loss statement for the core lending
improve to 17.3% for business that excludes the profit on the sale of investments and income/gains on equity
FY13, from 14.1% investments. We forecast an FY11-13 EPS CAGR of 30% for its core lending business,
for FY11 which we consider to be high.

The company’s loan growth of 51% YoY as at the end of December 2010 was very
high, and as such, we expect the loan-growth rate to slow to above 30% for the
next two years. As we expect the leverage ratio to improve over the next two years,
we forecast IDFC’s core lending business to record a ROE of 15.5% for FY12 and
17.3% for FY13. We forecast a consolidated ROE of about 16% for FY13 from
13% for FY11.

We have factored into our model a moderate increase in the leverage ratio for
FY11-13. However, if the company’s balance sheet and leverage ratio should
improve at a faster rate than we expect, this would provide upside potential to our
current ROE forecast.

IDFC: P&L of the lending business (reconstructed) (Rs m)

FYO07 FYo8 FYO09 FY10 FY11E FY12E FY13E
Interest earned 12,823 21,595 29,814 30,665 42,976 58,423 75,142
Interest expense 8,555 14,802 20,795 19,502 26,957 37,287 47,664
NIl 4,269 6,792 9,018 11,162 16,018 21,135 27,478
Fee income 904 1,600 1,573 2,080 2,289 2,647 3,016
Net Income 5,173 8,392 10,592 13,242 18,307 23,782 30,495
Operating expenses 614 1,133 1,288 1,994 2,241 2,712 3,282
Operating income 4,559 7,259 9,304 11,248 16,066 21,070 27,212
Provisions 499 574 564 1,026 1,700 2,000 3,000
PBT 4,061 6,685 8,740 10,222 14,366 19,070 24,212
Tax 772 1,471 2,185 2,556 3,592 4,768 6,053
Net pofit 3,289 5,214 6,555 7,667 10,775 14,303 18,159
Reported net worth 28,820 54,544 60,292 68,229 111,845 123,265 137,704
Leverage net worth 22,488 41,517 37,304 43,815 86,943 97,864 111,796
Core ROE (%) 15.2 16.3 16.6 18.9 14.1 15.5 17.3
Leverage ratio (x) 3.7 6.2 6.3 6.7 5.3 5.2 6.0
Leveraged book value (Rs) 20 32 29 34 60 67 77
Core EPS (Rs) 29 4.0 51 5.9 7.38 9.8 12.4

Source: Company, Daiwa forecasts
Note: leverage ratio = average assets divided by average net worth

Company’s balance-sheet growth vision is intact

We forecast a loan The size of IDFC’s balance sheet has expanded rapidly over the past six months,
CAGR of 33% for the rising by 54% YoY for December 2010. For 3Q FY11, balance-sheet-growth
next two years momentum was less impressive compared with that for 1H FY11, as balance-sheet

growth this year has been front-end loaded, meaning that the numbers were higher
for 1H FY11. As the company intends sell/securitise its loan portfolio and hence its
loan book, we forecast a loan CAGR for the next two years of about 33%, at least.
Management has also guided for a balance-sheet size of Rsltn over the next three
years, and we believe there is no lack of opportunities for IDFC to meet this target.

Punit Srivastava (91) 22 6622 1013 Infrastructure Development Finance 4
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IDFC: balance-sheet growth on quarterly basis IDFC: balance-sheet growth on annual basis
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3Q FY11 fall in loan-disbursement growth appears to be temporary
The company expects We believe the company capitalised well on the given opportunities for loan-
loan disbursements to disbursement growth during 1H FY11, which led to more than a three-fold year-
pick up in FY12 on-year increase in disbursements over the period. However, loan disbursements

for 3Q FY11 slowed, declining by 54% QoQ, and we expect 4Q FY11
disbursements to be marginally better compared with 3Q FY11. For the past three
years, the company has achieved its highest loan-disbursement levels during the
fourth quarter of the financial year. However, given the rising interest-rate
environment, management is cautious about the company’s 4Q FY1l1 loan-
disbursement growth rate, but is confident that loan disbursements will pick up in

FY12.
IDFC: loan-disbursement growth
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In the past during times of economic uncertainty, IDFC has cut back on its loan
disbursement and loan growth. However, the current economic conditions are different
to those seen in previous cycles, and management is confident of achieving its balance-
sheet growth targets. We believe that as the India Government starts awarding power
and road-sector contracts over the next few months, the company’s loan-disbursement
growth rate should pick up, and that any concerns in the market about the slowdown in
disbursements are only likely to be temporary. For 3Q FY11, loan growth was mainly
driven by an increase in project loans, and we believe that going forward over the next
two years loan growth will be fuelled mainly by growth in project loans.

Punit Srivastava (91) 22 6622 1013 Infrastructure Development Finance 5
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IDFC: loan-book growth (quarter-end) IDFC: loan-book growth (year-end)
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High proportion of operating assets should mean reduced asset-quality risk

Around 65% of its assets  About 65% of IDFC’s assets are ‘operating assets’ that generate high cash flow,

are operating assets while its exposure to more sensitive assets, such as those ‘under construction’, is
lower. This should reduce any risks associated with IDFC’s loan book to a large
extent. Also, the company’s asset quality remains well under control, with gross and
net NPLs accounting for 0.22% and 0.11% of total loans, respectively, as at the end of
December 2010. The company’s own assumptions relating to the projects to which it
has lent are extremely conservative and the projects are performing better than IDFC’s
expectations. The company does not expect any pressure on its asset quality over the
next two years. It has cumulative provisions of 1.7% of its total loans, which we think
provides a sufficient cushion in case of pressure on asset quality.

Energy and transport The energy and transport segments account for almost two-thirds of the company’s
segments have been the  lending exposure and were the main loan-growth drivers for 9M FY11. The
main drivers of loan telecoms segment, for which IDFC saw very high loan growth for 1Q FY11,
growth, which should declined on a quarter-on-quarter basis for 3Q FY11, as some telecoms loans
continue matured or were re-paid. However, IDFC is focusing on the energy and transport

segments to drive future loan growth. For the past two quarters, loan growth for the
transport segment has been higher than average and management believes that with
new orders for road projects starting in 4Q FY11 and 1Q FY12, this segment could
account for even more loan growth, as a percentage of total loans, from 2H FY11.

IDFC: loan exposure by segment
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We expect only marginal
pressure on the interest
spread
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Interest spread could see moderate pressure

We forecast a 10-20bp QoQ cut in the company’s interest spread over the next two
quarters. However, according to management, any compression in the interest
spread is unlikely to be as pronounced as that for the previous rising-interest-rate
cycle (in 2008). The spread declined by 30bps QoQ for 2Q FY11 as the cost of
funds rose. Although the company is not facing a major asset-liability duration
mismatch (when adjusted for reset periods the durations of loans for assets and
liabilities are about 2.1 and 2.3 years, respectively), the loan book tends to be re-
priced at a slower pace than the liabilities, which is likely to cause some pressure
on the interest spread over the next few quarters.

IDFC: interest spread (%
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Infrastructure bonds and overseas borrowings are new avenues for raising funds

The company’s overseas debt as a proportion of total debt has been declining over
the past few quarters (4% of total debt as at 31 December 2010). As IDFC is
classified by the Reserve Bank of India (RBI) as an ‘infrastructure finance
company (IFC)’, it has the potential to raise up to US$500m a year without getting
approval from the RBI. While it is currently uneconomical to borrow from
overseas, the company expects to tap this avenue in the future.

IDFC is also permitted to raise funds through tax-saving infrastructure bonds. The
company has raised Rs12.5bn as at February 2011, and it could raise a further
Rs5bn by end of March 2011. Over the next two years, we expect the company to
increase the amount it borrows (to be raised through these bonds). Over the next
three years, the company plans to increase the proportion of retail debt to account
for 7% of its balance sheet from almost zero currently.

Punit Srivastava (91) 22 6622 1013 Infrastructure Development Finance 7



Valuations appear
compelling; Buy rating
maintained
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IDFC: debt mix
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Earnings forecasts revised down, target price lowered

We have revised down our FY11-12 consolidated net-profit forecasts by 6% and 7%,
respectively, as we have revised down our non-interest income forecasts for the period,
due manly to the prevailing bearish sentiment in the market, which could have a
negative effect on IDFC’s securities-related business. As such, we have lowered our
six-month target price to Rs190 (from Rs215), based on our SOTP methodology; we
value the core lending business at a lower target PER of 15x (17x previously) on our
FY12 EPS forecast, and IDFC’s investments at Rs43 (formerly Rs49).

IDFC: Daiwa forecast revisions (Rs m

Year to 31 March FY11E FY12E
Operating profit

New 19,178 23,429
Previous 20,156 24,949
Change (%) (4.9) (6.1)
Net profit

New 12,955 15,764
Previous 13,826 16,889
Change (%) (6.3) (6.7)

Source: Daiwa forecasts

We believe IDFC’s FY12 PBR of 1.5x for the core lending BVPS and the FY12 PER
of 11x for the core lending business (at its current share price and on our forecasts) are
extremely attractive. As such, we maintain our 1 (Buy) rating. For FY12, while we
forecast a consolidated BVPS of Rs81, we also forecast a BVPS for the lending
business of Rs67. Hence, after deducting the value of investments from the current
market price, IDFC trades currently at a PBR of 1.5x on our FY12 BVPS forecast.

IDFC: SOTP valuation (Rs m

Est. value Value/share

(Rs m) (Rs) Remarks
National Stock Exchange stake 9,250 7 Considering recent transaction valuations.
Value of private equity business 8,000 6 8% of assets under management (AUM)
Value of IDFC mutual fund 6,000 5 3% of AUM
Value of IDFC securities 8,619 7 10x FY12E earnings
Value of IDFC's investments in PE funds 6,000 5 At almost 2x its cost
Other investments (ARCIL, Athena, L&T Infra, STCI) 17,912 14 Valued at around double cost of investments
Total value 55,781 43 -
Value of the core business at 214,542 147 -

15x FY12E lending business EPS

Total value of IDFC

270,323 190 -

Source: Daiwa forecasts
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IT/Technology Hardware (PC Hardware); Software (Small/Medium Caps)

IT/Technology Hardware (Handsets and Components)
IT/Technology Hardware (PC Hardware - Panels)
IT/Technology Hardware (PC Components)

Materials; Conglomerates

India

Head of India Equities Strategy

Strategy; Banking/Finance

All Industries; Pan Asia Research
Automobiles

Capital Goods; Utilities

Materials

Oil & Gas; Construction; Small/Medium Caps
Pharmaceuticals and Healthcare; Consumer
Real Estate

Software (Tech IT Services)

Singapore

Head of Research; Pan Asia Research
Macro Economy (Regional)
Quantitative Research

Quantitative Research

Quantitative Research

Banking; Property and REITs

Banking (Southeast Asia)

Conglomerates; Soft Commodities; Energy; Small/Medium Caps
Oil and Gas; Utilities (Southeast Asia)

Small/Medium Cap

Telecommunications (Southeast Asia & India)

Australia
Banking/Diversified Financials
Resources/Mining/Petroleum

Japan

Industrials (Regional); Pan Asia Research
Industrials (Regional); Pan Asia Research

Nagahisa MIYABE

John HETHERINGTON

Tathagata Guha ROY

Mingchun SUN

Kevin LAI

Colin BRADBURY (Regional Chief Strategist)
Mun Hon THAM

Jonas KAN (Head of Hong Kong Research; Regional Property

Co-ordinator; Co-head of Hong Kong and China Property)
Grace WU (Head of Hong Kong and China Banking)
Sophia HUO

Queenie POON

Jennifer LAW

Ole HUI

Peter CHU

Nicolas WANG

Gavin HO

Pranab Kumar SARMAH

(Regional Head of IT/Electronics)

Eric CHEN (Co-head of Regional IT/Electronics)
Joseph HO

Calvin HUANG

Ashley CHUNG

Alexander LATZER (Regional Head of Materials)
Felix LAM

Andrew CHAN

Hongxia ZHU

Kenji SERIZAWA

Danny BAO (Head of Hong Kong and China Property)
Yannis KUO

Mark CHANG (Regional Head of Small/Medium Cap)
John CHOI

Marvin LO (Regional Head of Telecommunications)
Jimmy LAM

Kelvin LAU

Edwin LEE

Dave DAl

Justin LAU (Head of Custom Products Group)
Philip LO

Jibo MA

Chang H LEE (Head of Research)
Sung Yop CHUNG

Anderson CHA

Mike OH

Sang Hee PARK

Jae H LEE

Steve OH

Daniel LEE

Yumi KIM

Thomas Y KWON

Alex YANG

Ling TANG

Yoshihiko KAWASHIMA
Christine WANG

Alex CHANG

Chris LIN

Jenny SHIH

Albert HSU

Jaideep GOSWAMI

Punit SRIVASTAVA (Deputy Head of Research)
Fumio YOKOMICHI

Ambrish MISHRA

Jonas BHUTTA

Vishal CHANDAK

Atul RASTOGI

Kartik A. MEHTA

Amit AGARWAL

R. RAVI

Tatsuya TORIKOSHI

Prasenjit K BASU (Chief Economist, Asia Ex-JP)
Deep KAPUR

(Global Director of Quantitative Research)

Josh CHERIAN

Suzanne HO

David LUM (Regional Head of Banking/Finance)
Srikanth VADLAMAN|

Chris SANDA

Adrian LOH

Pyari MENON

Ramakrishna MARUVADA

(Head of SE Asia & India Telecommunications)

Johan VANDERLUGT
David BRENNAN

Taiki KAJI
Daijiro HATA
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Daiwa Securities Group

OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, (81) 35555 3111 (81) 35555 0661
Tokyo, 100-6753

Daiwa Securities Trust Company One Evertrust Plaza, Jersey City, NJ 07302, U.S.A. (1) 201 333 7300 (1) 201 3337726
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DAIWA CAPITAL MARKETS LIMITED

OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, (03) 5555 3111 (03) 5555 0661
Tokyo, 100-6753

Daiwa Capital Markets America Inc Financial Square, 32 Old Slip, New York, NY10005, U.S.A. (1) 212 612 7000 (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 5 King William Street, London EC4N 7AX, United Kingdom (44) 20 7597 8000 (44) 20 7597 8600

Daiwa Capital Markets Europe Limited, Frankfurt Branch Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main, (49) 69 717 080 (49) 69 723 340
Federal Republic of Germany

Daiwa Capital Markets Europe Limited, Paris Branch 127, Avenue des Champs-Elysées, 75008 Paris, France (33) 156 262 200 (33) 147 550 808
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Moscow Representative Office
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Manama, Bahrain
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Dubai, UAE.

Daiwa Capital Markets Hong Kong Limited Level 26, 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) 39916 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.0.C. (886) 2 2723 9698 (886) 2 2345 3638

Daiwa Securities Capital Markets Co Ltd, Seoul Branch 6th Floor, Hana Daetoo Securities Bldg 27-3, Yeouido-Dong, (82) 2 787 9100 (82) 27879191
Yeongdeungpo-Gu, Seoul, Republic of Korea

Daiwa Securities Capital Markets Co Ltd, Room 3503/3504, SK Tower, (86) 10 6500 6688 (86) 10 6500 3594

Beijing Representative Office No.6 Jia Jianguomen Wai Avenue, Chaoyang District,
Beijing 100022, People’s Republic of China

Daiwa SSC Securities Co Ltd Room 011, 45F HSBC Tower, 1000 Lujiazui Ring Road, (86) 21 6859 8000 (86) 21 6859 8030
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Daiwa Securities Capital Markets Co. Ltd, Level 8 Zuellig House, 1 Sliom Road, Bangkok 10500, Thailand (66) 2 231 8381 (66) 2 231 8121

Bangkok Representative Office

Daiwa Capital Markets India Private Ltd 10th Floor, 3 North Avenue, Maker Maxity, Bandra Kurla Complex, (91) 22 6622 1000 (91) 22 6622 1019
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Daiwa Securities Capital Markets Co. Ltd, Suite 405, Pacific Palace Building, 83B, Ly Thuong Kiet Street, (84) 4 3946 0460 (84) 4 3946 0461

Hanoi Representative Office Hoan Kiem Dist. Hanoi, Vietnam

DAIWA INSTITUTE OF RESEARCH LTD
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DISCLAIMER

This publication is produced by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Capital Markets Co.
Ltd. 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 Capital Markets Co. Ltd. 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 Capital Markets Co. Ltd., its parent, holding, subsidiaries or affiliates, or its or their respective directors, officers and employees from time to
time have trades as principals, or have positions in, or have other interests in the securities of the company under research including derivatives in respect of
such securities or may have also performed investment banking and other services for the issuer of such securities. The following are additional disclosures.

Japan

Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group

Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group: Daiwa Securities Capital Markets Co. Ltd is a subsidiary of Daiwa Securities Group.
Investment Banking Relationship

Within the preceding 12 months, The Affiliates of Daiwa Securities Capital Markets Co. Ltd.* has lead-managed public offerings and/or secondary offerings
(excluding straight bonds) of the securities of the following companies: China Zhongwang Holdings Ltd (1333 HK); Sundart International Holdings (2288 HK);
China Automation Group (569 HK); China Kangda Food Co Ltd (834 HK); Glorious Property (845 HK); Tong Yang Life (082640 KS); China Kangda Food Co Ltd
(CKANG SP); Great Group Co., Ltd (GGH SP); Patel Engineering (PEC IN); Greens Holdings Ltd (1318 HK); China High Precision Automation Group (591 HK);
Mingfa Group (846 HK); Fantasia Holding Group (1777 HK); Hontex International Holding (946 HK); Sijia Group Company Limited (1863 HK); International
Taifeng Holdings Limited (873 HK); Agricultural Bank of China Limited (1288 HK); Guotai Junan International Holdings Limited (1788 HK); West China Cement
Limited (2233 HK); AIA Group Limited (1299 HK); Sihuan Pharmaceutical Holdings Group Limited (460 HK); Strides Arcolab Limited (STR IN); China Metal
Resources Holding Limited (8071 HK).

*Affiliates of Daiwa Securities Capital Markets Co. Ltd. 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 Co. Ltd., Seoul Branch

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 http:/mww2.us.daiwacm.com/report disclosure.html.

Investment Banking Relationship

For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://www?2.us.daiwacm.com/report_disclosure.html.

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 http://imww?2.us.daiwacm.com/report_disclosure.html.

India

This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of
India. This report is not to be considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by
DAIWA in good faith from sources believed to be reliable, no representation or warranty, express of implied, is made or given as to its accuracy, completeness
or correctness. DAIWA its officers, employees, representatives and agents accept no liability whatsoever for any loss or damage whether direct, indirect,
consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of or reliance on the contents of
and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information
contained in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on
your own judgment, review and analysis, in evaluating the information in this document. The data contained in this document is subject to change without any
prior notice DAIWA reserves its right to modify this report as maybe required from time to time. DAIWA is committed to providing independent recommendations
to its Clients and would be happy to provide any information in response to any query from its Clients. This report is strictly confidential and is being furnished to
you solely for your information. The information contained in this document should not be reproduced (in whole or in part) or redistributed in any form to any
other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and buy sell the
securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other
compensation or act as advisor or have the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA 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.
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United Kingdom

This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in
the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial
Services Authority (“FSA”) and is a member of the London Stock Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe Limited and its
affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to
herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options
thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital
Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers.
Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the
Securities before this material is published to recipients.

This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not therefore
be distributed to such Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the
United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the
Financial Services Compensation Scheme may not be available.

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict
management policy is available at http://www.uk.daiwacm.com/about-us/corporate-governance-and-requlatory. Regulatory disclosures of investment
banking relationships are available at www2.us.daiwacm.com/report_disclosure.html.

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.

Dubai

This document has been distributed by Daiwa Capital Markets Europe Limited, Dubai Branch. Related financial products or services are intended only for
professional clients and no other person should act upon it. Daiwa Capital Markets Europe Limited is duly licensed and regulated by the Dubai Financial
Services Authority.

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 http://www?2.us.daiwacm.com/report_disclosure.html.
Investment Banking Relationships

For “Investment Banking Relationships” please visit BlueMatrix disclosure link at http://www?2.us.daiwacm.com/report_disclosure.html.

DCMA Market Makin

For “DCMA Market Making” please visit BlueMatrix disclosure link at http://wwwz2.us.daiwacm.com/report_disclosure.html.

Research Analyst Conflicts

For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html. 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
http://www2.us.daiwacm.com/report_disclosure.html. 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.

"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 Capital Markets Co. Ltd.)

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

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