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Firing on all cylinders

We expect a further re-rating on strong earnings growth Reuters code EXIDNS
= Exide Industries (Exide) trades currently at a 13.6x PER on our
FY12 EPS forecast for its standalone business (excluding our Market cap (Ussbn) 291
values of its 50% stake in ING Vysya Life Insurance [Not listed] ?{mh avg daily T/O (U%?S'sélrﬁ)) iié
and its two smelters). We believe it is undervalued, given our EPS ~ 3hares outstanding o s
CAGR of 25% and ROE of 25-30% forecast for FY10-12. In our ~ Major shareholder Promoter (46.0%)
. . . . . Exchange rate Rs/US$ 45.658
view, the market is not factoring in the strong EBITDA-margin
growth for the smelters that we expect for the next two years. Feriormance () o
Relative (5.6) 7.3 234

Source: Daiwa

= \We have upgraded our rating to 1 (Buy) from 2 (Outperform), as we  Note: *Relative to SENSEX Index
believe it will benefit from India’s strong automotive demand. We
have raised our SOTP-based six-month target price to Rs178 (from == 20LIE 20128 2013

(x 188 159 139
Rs139) due to: 1) an estimated value of Rs13/share assigned now to PCFR () 183 155 136
. EV/EBITDA (x) 11.8 10.0 8.8
Exide’s two smelters, and 2) our target PER now for the standalone PBR x 46 36 29
. . Dividend yield (%) 0.4 0.4 0.4
business of 16x (previously 13.5x) on our FY12 EPS forecast, to ROE W) 278 256 233
: S aa : _ : : ROA (%) 215 208 194
reflect our view of Exide’s improving EBITDA-margin profile. Net debt equity W 16 05 o4
Source: Daiwa forecasts
Our positive view reinforced following recent meeting Price and relative performance
= Exide expects sales-volume growth for 2H FY11 to exceed that for - Relto SENSEX '”‘;ZXO
1H FY11, with capacity constraints easing. We envisage an 1500 1 | 20
EBITDA-margin improvement from 2H FY11 compared with 1Q 500 AL 100
.. . . 0.0 ! ! ! ! . 50
FY11, on the back of a rising share of replacement batteries in the 079 083 089 093 099 1053 1009

product mix, Exide’s targeted increase in sourcing from its own

smelters to 60% by FY12 (from 45% currently) and the 12% decling ~ Source: Bloomberg, Daiva
in lead prices from their peak of March 2010. We forecast the

smelters’ net profit to more than double in FY10-12, driven by a

pick-up in production. Exide’s EBITDA margin should be aided by

a 5% price increase at its replacement-battery segment in August.

Income summary

Revenue EBITDA Net profit EPS CFPS DPS
Year to 31 Mar (Rs m) (%) (Rs m) (%) (Rs m) (%) (Rs) (%) (Rs) (Rs)
2009 33,930 193 5,448 16.0 2,844 136 3.555 136 4331 0.701
2010 37,940 118 8,894 633 5371 88.8 6.318 7.7 6.606 1.061
2011E 47,324 24.7 11,300 271 7,070 316 8.318 316 8.086 0.700
2012E 54,616 154 13,317 178 8,347 18.1 9.820 18.1 10.078 0.700
2013E 62,582 14.6 15,185 14.0 9,535 14.2 11.218 14.2 11.459 0.700

Source: Company, Daiwa forecasts

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH | Global Equity Research
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The three most important charts in this report...

Exide: SOTP valuation

Asset FY12E EPS (Rs) PER (x) Value/share (Rs)
Standalone business 9.8 16 157
50% stake in ING Vysya Life Insurance 8
100% stake in its two smelters 1.3 10 13
Target price 178

Source: Daiwa forecasts

FY07 FY08 FY09 FY10 FY11E FY12E
Individual, single premium income 251 369 225 69
Individual, non-single premium 4,180 6,583 6,348 6,265
Group single premium income 23 67 133 89
Group non-single premium income 221 28 175 2
APE - new business premium 4,674 7,047 6,882 6,425 7,389 8,497
YoY change (%) 50.8 (2.3) (6.6) 15.0 15.0
NBAP margin (%) 15
Multiple on new-business premium income, FY12E 14
Valuation (for 50% stake) 8,922
20% holding-company discount 7,138
Fair value/share (Rs) 8

Source: Insurance Regulatory Development Authority, Daiwa forecasts
Note: APE = annual premium equivalent, NBAP = new business achieved profit.

Exide: one-year-forward PERs
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Company background

Exide Industries (Exide) is India's largest manufacturer of lead acid storage batteries. The company has a 72% market share of the
replacement market and 45% market share in the industrial segment currently. In addition, it also has a 50% stake in ING Vyasa Life
Insurance Company.

Exide Industries — financial summary

Year to 31 Mar 2009 2010 2011E 2012E 2013E As at 31 Mar 2009 2010 2011E 2012E 2013E
Auto Segment 20,883 24,809 29,698 34,104 39,220 Cash & short-term investment 337 29 30 30 30
Industrial Segment 13,047 13,131 17,626 20,512 23,362 Inventory 4385 6,068 6,789 7,788 8947
Others 0 0 0 0 0 Accounts receivable 2310 2546 3241 3741 4,286
Total revenue 33,930 37,940 47,324 54,616 62,582 Other current assets 387 476 500 550 600
Other income 0 0 0 0 0 Total current assets 7419 9118 10560 12,109 13,864
COGS (22,484) (21,807) (27,534) (31,584) (36,285) Fixed assets 6,853 7,144 10,269 11,726 13,044
SG&A (1,725) (2,145) (2,515) (2,895) (3,326) Goodwill & intangibles 0 0 0 0 0
Other op. expenses (4,954) (5,900) (6,852) (7,862) (8,968) Other non-current assets 6,682 13,354 15190 20,338 26,969
EBIT 4768 8,087 10424 12,274 14,002 Total assets 20,954 29,616 36,019 44,173 53,877
Net-interest inc./(exp.) (479)  (103) (42) (23) (14) Short-term debt 0 0 0 0 0
Assoc/forex/extraord./others 65 121 250 300 350 Accounts payable 3,006 3912 4538 5237 6,001
Pre-tax profit 4354 8106 10,632 12,552 14,338 Other current liabilities 1861 2,017 1,907 1,909 1,909
Tax (1,510) (2,735) (3,562) (4,205) (4,803) Total current liabilities 4866 5929 6445 7,146 7,910
Min. int./pref. div./others 0 0 0 0 0 Long-term debt 3,172 900 500 200 200
Net profit (reported) 2,844 5371 7,070 8347 9535 Other non-current liabilities 412 590 401 402 402
Net profit (adj.) 2844 5371 7,070 8347 9535 Total liabilities 8450 7,418 7346 7,748 8512
EPS (reported) (Rs) 3555 6318 8318 9.820 11.218 Share capital 800 850 850 850 850
EPS (adj.) (Rs) 3555 6318 8318 9.820 11.218 Reserves/R.E./others 11,704 21,348 27,823 35575 44,515
DPS (Rs) 0.701 1.061 0700 0.700 0.700 Shareholders' equity 12504 22,198 28,673 36,425 45,365
EBIT (adj.) 4,768 8,087 10,424 12274 14,002 Minority interests 0 0 0 0 0
EBITDA (adj.) 5448 8894 11300 13317 15,185 Total equity & liabilities 20,954 29,616 36,019 44,173 53,877
Net debt/(cash) 2,835 871 470 170 170
Year to 31 Mar 2009 2010 2011E 2012E 2013E Year to 31 Mar 2009 2010 2011E 2012E 2013E
Profit before tax 4354 8106 10,632 12552 14,338 Sales - YoY % 19.3 11.8 24.7 15.4 14.6
Depreciation and amortisation 679 807 876 1,042 1,182 EBITDA (adj.) - YoY % 16.0 63.3 27.1 17.8 14.0
Tax paid (1,510) (2,735) (3,562) (4,205) (4,803) Net profit (adj.) — YoY % 13.6 88.8 316 18.1 14.2
Change in working capital 488  (637) (926)  (847)  (991) EPS (adj.) - YoY % 13.6 7.7 31.6 18.1 14.2
Other operational CF items (546) 75 (147) 24 14 EBITDA margin % (adj.) 16.1 234 239 24.4 243
Cash flow from operations 3465 5615 6,873 8566 9,740 EBIT margin % (adj.) 14.1 213 22.0 225 224
Capex (1,515) (1,098) (4,000) (2,500) (2,500) Net-profit margin % (adj].) 8.4 14.2 149 153 15.2
Net (acquisitions)/disposal (1,499) (6,672) (1,836) (5,148) (6,631) ROAE (%) 25.0 31.0 27.8 25.6 23.3
Other investing CF items 0 0 0 0 0 ROAA (%) 13.9 212 215 20.8 19.4
Cash flow from investing (3,014) (7,770) (5,836) (7,648) (9,131) ROCE (%) 324 417 39.9 373 34.1
Change in debt (326) (2,272)  (400)  (300) 0 ROIC (%) 214 27.9 26.6 24.8 22.7
Net share issues/(repurchases) 0 0 0 0 0 Net debt to equity (%) 22.7 39 16 05 04
Dividends paid (561)  (902)  (595)  (595)  (595) Effective tax rate (%) 34.7 33.7 335 335 335
Other financing CF items 436 5,278 (42) (23) (14) Accounts receivable (days) 26.4 234 22.3 23.3 234
Cash flow from financing (451) 2,105 (1,037) (918)  (609) Payables (days) 36.1 333 326 327 328
Forex effect/others 320  (308) 1 0 0 Net interest cover (x) 10.0 786 2482 5395 1,000.2
Change in cash 320 (358) 1 0 0 Net dividend payout (%) 19.7 16.8 8.4 7.1 6.2
Year to 31 Mar 2009 2010 2011E 2012E 2013E
Sales revenue growth (YoY %) 19.3% 11.8% 24.7% 154% 14.6% Rs)
221 31.2x
17 25.8x
20.3x
121 14,9
71 9.4x
21 ¢ T T 1
Sep-07 Sep-08 Sep-09 Sep-10

Source: Company, Daiwa forecasts
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We have upgraded our
rating to Buy and raised
our six-month target
price to Rs178

Daiwa Securities Group

Valuation

We believe Exide offers strong earnings-growth prospects, and our recent meeting
with the company has reinforced our positive view. We have upgraded our rating
on Exide to 1 (Buy) from 2 (Outperform), as we believe it should be a key
beneficiary of strong automotive demand in India currently. We have raised our
six-month target price to Rs178 (from Rs139), which is based on our sum-of-the-
parts (SOTP) valuation.

Our raised target price is driven by two factors. First, we have increased our target
PER assigned to the standalone business to 16x (from 13.5x) to reflect the
improvement in its EBITDA-margin profile. We value the standalone business now
at Rsl157/share. Second, we value Exide’s 100% stakes in its two smelters at
Rs13/share (not valued previously) given the sharp improvement that we expect in
the smelters’ profitability. Our value of Exide’s 50% stake in ING Vysya is
unchanged.

We have revised up our EPS forecasts by 1-2% for FY11-12, with modest upward
revisions made to our sales forecasts.

FY11E FY12E
Previous New % chg Previous New % chg
Net sales 44,591 47,324 6.1 52,102 54,616 4.8
EBITDA 11,132 11,300 1.5 13,265 13,317 0.4
EBITDA margin (%) 25.0 23.9 255 24.4
Net profit 6,918 7,070 2.2 8,265 8,347 1.0

Source: Company, Daiwa forecasts

Exide: SOTP valuation

Asset FY12E EPS (Rs) PER (x) Value/share (Rs)
Standalone business 9.8 16 157
50% stake in ING Vysya Life Insurance 8
100% stake in its two smelters 1.3 10 13
Target price 178

Source: Daiwa forecasts

Valuation of Exide's 50% stake in ING Vysya Life Insurance

FYO07 FY08 FY09 FY10 FY11E FY12E
Individual, single premium income 251 369 225 69
Individual, non-single premium 4,180 6,583 6,348 6,265
Group single premium income 23 67 133 89
Group non-single premium income 221 28 175 2
APE - new business premium 4,674 7,047 6,882 6,425 7,389 8,497
YoY change (%) 50.8 (2.3) (6.6) 15.0 15.0
NBAP margin (%) 15
Multiple on new-business premium income,
FY12E 14
Valuation (for 50% stake) 8,922
20% holding-company discount 7,138
Fair value/share (Rs) 8

Source: Insurance Regulatory Development Authority, Daiwa forecasts
Note: APE = annual premium equivalent, NBAP = new business achieved profit.

Exide has traded at an average one-year-forward PER of 14x over the past two
years, after its smelters (acquired in FYQ7-08) started to have a positive impact on
its earnings. The company’s EBITDA margin has improved from 16% for FY09 to
23% for FY10 and we forecast an EBITDA margin of around 24% for the coming
years. This change in margin profile has driven a re-rating of the company. Over
the past year, its one-year-forward PER has risen from 12x to 15x on our EPS
forecasts. Given the strong ROE of 25-30% and EPS CAGR of 25% that we
forecast for FY10-12, we believe Exide has the potential to trade at a one-year-
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forward PER range of 15-17x. As such, we have raised our target PER for its
standalone business in our SOTP valuation to 16x, to reflect the improvement in its
EBITDA-margin profile.

Exide: one-year-forward PERs
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We go on to assess the key highlights of our recent meeting with Exide’s
management.

1. Sales-volume growth for automotive batteries in 1H FY11 was affected
adversely by capacity constraints. Management indicated that sales-volume
growth for the automotive-battery segment was hurt by capacity constraints for
1H FY11. The company has increased its production capacity for four-wheelers
by 15% and has set up a new plant to increase capacity for two-wheelers in
Ahmednagarn. Sales-volume growth for 2H FY11 is likely to be higher
compared with 1H FY11, according to management

2. The automotive segment is driving sales growth. The company indicated that
both its original-equipment-manufacturing (OEM) and replacement-battery
segments of its automotive business are recording strong sales-volume growth
currently, of more than 20% YoY for the OEM segment and 18% YoY for the
replacement-battery segment.

3. Strong sales growth at the power back-up segment should offset weak sales
at the telecom-battery segment. Sales at the power back-up segment rose by
36% YoY for FY10 and we forecast a 20% sales CAGR for FY10-12,
offsetting weakness at the telecom-battery segment (about 10% of total sales
for FY10), for which we forecast sales to decline by 10% YoY for FY11.
However, we forecast sales for the company’s industrial-battery business
overall to rise at an 18% CAGR for FY10-12, driven by strong growth for the
power back-up, traction and railway activities.

4. We foresee rising EBITDA margins due to an improvement in the product
mix and increase in sourcing from smelters. We expect an EBITDA-margin
improvement for 2H FY11 compared with 1H FY11, due to: 1) a rising share of
replacement-automotive batteries in the product mix, 2) an increase in sourcing
from Exide’s smelters from 40% in 1H FY11 to 45% for 2H FY11, 3) a 5%
price increase put through by the company for the aftermarket segment
(replacement batteries) in August 2010, and 4) the 12% decline in lead prices
since March 2010, which benefits Exide with a lag of one quarter, so raw-
material costs as a percentage of sales should be lower for 2Q FY11 compared
with 1Q FY11.

5. We expect the company’s EBITDA-margin volatility to diminish as sourcing
from its own smelters increases and its imported lead requirements decline.
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6. The company’s capex programme remains at Rs4bn for FY11 and Rs2.5bn for
FY12 to increase automotive-battery capacity at all of its plants. In addition, it
plans to spend Rslbn annually over the next two years at its 50%-owned
subsidiary, ING Vysya Life Insurance.

7. We forecast the smelters’ net profit to more than double over FY10-12.
Exide’s two smelters (Leadage Alloys and Chloride Metals) recorded a net
profit of Rs452m for FY10 and we foresee a further improvement, driven by
capacity expansion at both smelters. We forecast the two smelters to record a
net profit of Rsl.1bn for FY12, adding Rsl.3/share to our consolidated EPS
forecast for Exide that year. The company expects to increase the proportion of
sourcing from its own smelters from 45% currently to 60% by the end of FY12
and 70% by FY13. However, we believe that it will need to increase capacity
by about 67,000 tonnes by FY13 compared with current levels to achieve its
70% sourcing target. Exide acquired recently the remaining 49% stake in
Leadage Alloys (a 100%-owned subsidiary now).

EBITDA trend for Chloride Metals (FY09-13E

(Rsm) (%)
775 - - 8.0
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Source: Company, Daiwa forecasts

EBITDA trend for Leadage Alloys (FY09-13
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Risks

We see the downside risks to our rating and target price as a potential sharp rise in
lead prices, which could affect Exide’s EBITDA margin adversely. Any delay in
ramping up the capacity at its own smelters could increase raw-material cost
pressure. In addition, a potential decline in replacement automotive sales, a high
EBITDA-margin segment for Exide, could lead to a fall in its overall sales.
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DAIWA SECURITIES GROUP INC

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

Daiwa Securities Trust and Banking (Europe) PLC (Head Office) 5 King William Street, London EC4N 7JB, United Kingdom (44) 207 320 8000 (44) 207 410 0129

Daiwa Securities Trust and Banking (Europe) PLC (Dublin Branch) Level 3, Block 5, Harcourt Centre, Harcourt Road, Dublin 2, Ireland (353) 1 603 9900 (353) 1478 3469

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 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

Daiwa Capital Markets Europe Limited, Geneva Branch 50 rue du Rhone, P.O.Box 3198, 1211 Geneva 3, Switzerland (41) 22 818 7400 (41) 22 818 7441

Daiwa Capital Markets Europe Limited, Milan Branch Via Senato 14/16, 20121 Milan, ltaly (39) 02 763 271 (39) 02 763 27250

Daiwa Capital Markets Europe Limited, 25/9, build. 1, Per. Sivtsev Vrazhek, Moscow 119002, Russian Federation  (7) 495 617 1960 (7) 495 244 1977

Moscow Representative Office

Daiwa Capital Markets Europe Limited, Bahrain Branch Tth Floor, The Tower, Bahrain Commercial Complex, P.O. Box 30069, (973) 17 534 452 (973) 17 535 113
Manama, Bahrain

Daiwa Capital Markets Europe Limited, Dubai Branch The Gate village Building 1, 1st floor, Unit-6, DIFC, P.0.Box-506657, (971) 47 090 401 (971) 43 230 332
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) 2 787 9191
Yeongdeungpo-Gu, Seoul, Republic of Korea

Daiwa Securities Capital Markets Co Ltd, Room 3503/3504, Capital Tower Beijing, (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 SMBC-SSC Securities Co Ltd, Shanghai Office Room 011, 45F HSBC Tower, 1000 Lujiazui Ring Road, (86) 21 6859 8000 (86) 21 6859 8030
Pudong New Area, Shanghai 200120, People’s Republic of China

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
Bandra East, Mumbai — 400051, India

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

OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX

HEAD OFFICE 15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan (81) 35620 5100 (81) 3 5620 5603

DIR America Inc 11th Floor, Financial Square, 32 Old Slip, NY, NY 10005-3504, U.S.A. (1) 212 612 6100 (1) 212 612 7103, 7104

DIR Europe Ltd 1/F, 5 King William Street, London, EC4N 7AX, United Kingdom (44) 207 597 8000 (44) 207 597 8654

DIR Hong Kong Ltd Level 26, One Pacific Place, 88 Queensway, Hong Kong (852) 2536 9332 (852) 2845 2190

Paris Representative Office 112 Avenue Kleber, 75116 Paris, France (33) 156 26 2272 (33) 156 26 2270
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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).

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

Investment Banking Relationship

For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://mwww?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:/mww2.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
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