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Don't try to catch a falling knife

Telecommunication services: India Target price: Rs130.00

Ramakrishna Maruvada/Pratap Parimi (65) 6499 6543 (ramakrishna.maruvada@sg.daiwacm.com) - Rs105.00

Price (26 Nov) Rs130.50

Reuters code RLCM.NS Wh at haS Changed?

ADR/GDR code na. . . A . .

Shares per ADRIGDR na e \We have lowered our six-month target price for Reliance Communications (RCOM)

Market data to Rs105 from Rs130, and maintain our 4 (Underperform) rating on the stock.

SENSEX Index 19,136.61

Market cap (US$hn) 5.87

EV (US$hn; 11E) 13.00 Im p act

3-mth avg daily T/O (US$m) 20.83 . .

Shares otsindng ((rp; 2064 o Target price lowered. We believe that the lacklustre revenue-growth

Major shareholder AAA Commurications momentum in 2Q FY11 is representative of the disappointing revenue

(54.2%) i i

Exchangere e performance seen over the past eight quarters. As a result, we have revised
down our FY11-13 revenue forecasts by 15-27%. This, coupled with the high

fogie i ey e Tixed-cost structure of the business — due partly to high financial leverage —

Relative (04 (233 (199 drove our downward EPS forecast revisions for FY11-13.

Source: Daiwa

: *Relati d « . -
Note: Relave to SENSEX Inex e Declining operational momentum. For FY11-FY13, we now forecast a 3-year

Investment indicators revenue CAGR of 5% and a 3-year EBITDA CAGR of 3%. RCOM’s operating

. UE 2028 2015 performance has trailed that of the large incumbent operators over the past two

PCFR (X 44 35 32 years. With new operators lowering tariffs, we believe RCOM can no longer
FRas bz B0 8 rely on its strategy of offering lower tariffs to attract customers to its network.
Dividend yield (%) 0.7 0.7 0.8 . . . o

Egigfg T - Regulatory environment remains uncertain. In our opinion, the recent
Netdebtequy®) 7.3 616 503 developments related to the allotment of 2G licences and spectrum could mean
Relative to peers Below i 1

Relative i Hory oo prol_onged uncertainty on the re_gulatory front. We believe the current
Source: Daiwa forecasts environment could result in delays in new policy announcements and therefore

possible consolidation in the sector.
Income summary (Rs m)

Yrto31Mar 2010 2011E 2012E 2013E i
Revee - 214064 207105 204606 265 ® O progress on restructuring efforts. RCOM has thus far not been successful
Yor() (64 (36 84 98 in its efforts to unlock value by divesting its tower portfolio. Given its high

Ny ha Sea 93 M5y financial leverage (net debt-to-EBITDA ratio of 4.7x at the end of 2Q FY11),

Netproft 20480 13713 14662 20440 we believe it is important for the company to restructure its balance sheet.
Yoy (%) (662) (33.0) 69 394

EPS (Rs) 9923 6644 7103 9.903
Yoy (%) (662) (33.0) 69 394 i

CFPS (Ros) 46.339 29554 37516 40.580 Val u at 1on

DPS (Rs) 0850 0.900 0950 1.000

Source: Company, Daiwa forecasts e Based on our FY12 forecasts, the stock is trading currently at an FY12
EV/EBITDA and PER of 8x and 18x, respectively. Our DCF-based target price
of Rs105, implies 19% downside potential for the share price.

Price and relative performance

(Rs) Rel to SENSEX Index
9000 — 125

500 \»\,\VN\W %  Catalysts and action

3000 4 31

s s i s o w0 w0 e RCOM shares have declined by 24% YTD. Despite this, its valuations appear
rich and the outlook remains uncompelling to us. Our FY12-13 net-profit

forecasts are 33-34% lower than those of the Bloomberg consensus.

Source: Bloomberg, Daiwa

Forecasts revisions (%)

Revene change 151 232 (265 RCOM: changes in our estimates (Rs bn

ggts pr?]ﬁt change (gi-;) (ﬁ'? (gg-g) FY11E FY12E FY13E
change b J ¥
Source: Dgiwa forecasts D o 9 New Prev. %change New Prev. 9%change New Prev. % change
' Revenue 207 244 (15) 225 293 (23) 247 336 27

Fla” V"Z\":eh) EBITDA 65 81 (20) 70 96 (27) 79 107 (26)
Valuation (Rs/shr, 105.00 .
Methodology DCF based valuation, EBITDA. margin (%) 31 33 31 33 32 32

WACC of 11%, betaof ~ Net profit 14 21 (35) 15 25 (42) 20 32 (36)

10 . !

Key assumption ARPU to decline 23% in Operatl,ng metrics

Fylland 12%inFy12  Subscribers (m) 129 127 2 154 146 6 178 163 9
Source: Daiwa forecasts ARPU (Rs) 122 133 (8) 107 129 (17) 9 131 (25)

Source: Daiwa forecasts

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH Global Equity Research
CERTIFICATIONS, ARE PROVIDED ON THE LAST TWO PAGES OF THIS REPORT. e/
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Company background

Reliance Communications (RCOM) is India's second-largest mobile-service provider in terms of subscriber terms. The company
offers wireless services using both CDMA and GSM technology. Its subsidiaries include Reliance Globalcom, which operates an
undersea cable and domestic fibre-optic cable network, and Reliance Infratel, which operates a passive-infrastructure business

Reliance Communications — financial summary

Year to 31 Mar 2009 2010 2011E 2012E  2013E As at 31 Mar 2009 2010 2011E 2012E  2013E
Wireless 173,677 166,396 169,628 182,660 196,797 Cash & short-term
Global 67,761 83,187 76,363 90,546 101,743 investment 109,671 48585 57,716 36,816 79,799
Others (18,933) (34,619) (38,796) (48570) (51,952) Inventory 5427 5446 5240 5681 6,237
Total revenue 222,505 214,964 207,195 224,636 246,588 Accounts receivable 39,618 33,117 36,898 36,927 40,535
Other income 0 0 0 0 0 Other current assets 85271 74,825 74,875 80,537 85941
COGS (79,845) (92,783) (94,261) (102,454) (110,360) Total current assets 239,987 161,972 174,730 159,961 212,511
SG&A (38,599) (35,328) (33,151) (35,942) (39,454) Fixed assets 727,053 712,539 703,987 690,928 676,952
Other op. expenses (52,805) (52,466) (54,332) (60,679) (17,788) Goodwill & intangibles 52,215 49,976 140,026 140,026 140,026
EBIT 51,257 34,387 25452 25562 32,953 Other non-current assets 2,815 1,200 1,200 1,200 1,200
Net-interest inc./(exp.) (9,725) (12,491) (8,693) (8,149) (6,426) Total assets 1,022,070 925,686 1,019,943 992,114 1,030,688
Assoc/forex/extraord./others 20,451 30,306  (1,542) 0 0 Short-term debt 118,716 80,634 0 0 0
Pre-tax profit 61,983 52202 15217 17,413 26,527 Accounts payable 46,471 40,899 45413 49,235 54,047
Tax 518  (4,454) (906)  (2,090) (5,305) Other current liabilities 154,343 146,453 141,160 153,043 167,998
Min. int./pref. div./others (2,052)  (1,193) (598) (662) (782) Total current liabilities 319,530 267,985 186,573 202,278 222,044
Net profit (reported) 60,449 46556 13,713 14,662 20,440 Long-term debt 272,906 216,520 377,154 320,592 320,592
Net profit (adj.) 60,524 20,480 13,713 14,662 20,440 Other non-current liabilities 281 991 991 991 991
EPS (reported) (Rs) 20.287 22.556 6.644 7103 9.903 Total liabilities 592,718 485,496 564,718 523,860 543,627
EPS (adj.) (Rs) 29.323 9.923 6.644 7.103  9.903 Share capital 10,320 10,320 10,320 10,320 10,320
DPS (Rs) 0800 0.850 0900 0.950  1.000 Reserves/R.E./others 412,483 423286 437,723 450,091 468,116
EBIT (adj.) 51,257 34,387 25452 25562 32,953 Shareholders' equity 422,803 433,607 448,043 460,411 478,436
EBITDA (adj.) 87,334 71852 65083 70,070 78,986 Minority interests 6,549 6,584 7,182 7,844 8,625

Total equity & liabilities 1,022,070 925,686 1,019,943 992,114 1,030,688

Net debt/(cash) 281,951 248569 319,438 283,775 240,793
Year to 31 Mar 2009 2010 2011E 2012E 2013E Year to 31 Mar 2009 2010 2011E 2012E 2013E
Profit before tax 61,967 52,234 15222 17,413 26,527 Sales - YoY % 18.2 (3.4) (3.6) 8.4 9.8
Depreciation and amortisation 36,077 37,465 39,631 44,508 46,033 EBITDA (adj.) - YoY % 95 (17.7) 9.4 7.7 12.7
Tax paid (3,926) (3,122) (3,044) (3,483) (5,305) Net profit (adj.) - YoY % 46.4 (66.2) (33.0) 6.9 39.4
Change in working capital (21,519) 25,293 (1,006) 7,719 6,143 EPS (adj.) - YoY % 457 (66.2) (33.0) 6.9 39.4
Other operational CF items (7,524) (16,226) 10,197 11,276 10,362 EBITDA margin % (adj.) 39.3 334 314 312 320
Cash flow from operations 65,075 95,645 61,000 77,434 83,759 EBIT margin % (adj.) 23.0 16.0 12.3 11.4 13.4
Capex (122,426) (74,959) (121,129) (31,449) (32,056) Net-profit margin % (adj.) 27.2 9.5 6.6 6.5 8.3
Net (acquisitions)/disposal 15,567 54,884 40,399 0 0 ROAE (%) 17.0 48 31 3.2 44
Other investing CF items 6,779 1,689 0 0 0 ROAA (%) 6.7 21 14 15 2.0
Cash flow from investing (100,079) (18,387) (80,730) (31,449) (32,056) ROCE (%) 7.4 44 32 32 4.1
Change in debt 75,084 (69,898) 80,000 (56,563) 0  ROIC (%) 8.8 45 33 2.9 36
Net share issues/(repurchases) 0 0 0 0 0 Net debt to equity (%) 66.7 57.3 713 61.6 50.3
Dividends paid (1,792) (1,911) (2,046) (2,173) (2,294) Effective tax rate (%) n.a. 8.5 6.0 12.0 20.0
Other financing CF items (30,861) (14,408) (8,693) (8,149) (6,426) Accounts receivable (days) 54.8 61.8 61.7 60.0 57.3
Cash flow from financing 42,431 (86,217) 69,261 (66,885) (8,720) Payables (days) 109.4 742 76.0 76.9 76.4
Forex effect/others 620 316 0 0 0 Net interest cover (x) 53 2.8 29 31 51
Change in cash 8,047 (8,644) 49,531 (20,900) 42,982 Net dividend payout (%) 2.7 3.8 135 13.4 10.1
Year to 31 Mar 2009 2010 2011E 2012 2013E
Total mobile subs (m) 7267 10242 129.38 154.27 177.91 (Rs)
Subscriber net add (m) 26.87 29.76 2696 24.89 23.64
Total usage (bn min) 276,700 350,324 398,872 497,846 588,850 1.030 -
MOU per sub (min) 389 333 287 293 295 '
Blended ARPU (Local curr.) 2444 1584 1220 107.3 98.7
Data as % of total ARPU 3%  77%  80%  9.0% 10.0% 530 K

30 - 7 %ﬁg
Nov-07 Nov-08 Nov-09

Source: Company, Daiwa forecasts
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DAIWA'S ASIA PACIFIC RESEARCH DIRECTORY
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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).

*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://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:/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 Making
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.

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 Noatification 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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