EQUITY RESEARCH

XD.Inc (2400.HK)

TapTap performed well, cost control is the key
China |Gaming|

Overview

XD.Inc (2400.HK) is a game developer, operator and publisher in China, its main
business is game operating and information services. Gaming operating include
online games and premium games, its revenue mainly come from the sales of
virtual items of online games and revenue generated from premium games by
third parties and self-owned distribution platforms. Information service’ s revenue
mainly comes from the income generated when the player interactive community
and game recommendation platform TapTap provide online promotion services.
As of June 30, 2022, the company current titles portfolio included 20 online games
and 22 premium games.

A review of Q2 2022 Results

XD.Inc (2400.HK) has announced the interim report ended June 30 2022. The
company’ s revenue amounted to RMB 1594.0 million, representing an increase of
15.6% YoY. Gross profit amounted to RMB 782.9 million, representing an increase
of 15.7%. Gross profit margin was 49.1%, roughly flat YoY. The loss for the period
was RMB 381.4 million, representing an increase of 18.3% YoY.

Gaming operating:

Online games net revenue amounted to RMB 1042.1 million, representing an
increase 10.9% YoY, primarily due to increases in revenue from Sausage Man, and
was partially offset by the decreases of revenue from certain existing games under
maturity stage, such as Ragnarok M and Ulala.

Premium games net revenue amounted to RMB 72.6 million, representing a
decrease of 18% YoY, primarily due to decreases in revenue from certain existing
premium games.

Cost of revenues for game business amounted to RMB 674.3 million, representing
an increase of 6%. Besides, gross profit margin was 40.1%, representing an increase
of 11% YoY, primarily due to an increase of RMB 106.7 million in sharing of
proceeds to game developers, which was mainly attributable to the increase of
revenue from Sausage Man.

Information services:

Information services net revenue amounted to RMB 467.8 million, representing an
increase of 39.3% YoY, primarily due to the growth of the average app MAUs of
TapTap PRC, which increased by 45.5% to RMB 41.7 million. Besides, the company
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also started to generate subscription revenue from TapTap Cloud Gaming
service in the first half 2022, though not much. As for the international
version of TapTap, it is not monetized.

Cost of revenues for information service business amounted to RMB 136.9
million, representing an increase of 107.7% YoY. Besides, gross profit margin
was 70.7%, representing a decrease of 9.7% YoY, primarily due to the
growths in the average mobile app MAUs and gamers’  activities in TapTap
PRC, and the exploration and expansion of a few new businesses such as
TDS, TapTap Cloud Gaming and international operations, lead bandwidth
and servers’ custody fee and employee benefits expenses of TapTap’ s
operation staff.

Game business features

Many of the company’ s popular games are listed in many regions around
the world, not limited to the mainland market. In terms of revenue
contribution in the first half of 2022, the company’ s top five titles are
Sausage Man, Ragnarok M, Ulala, Lan Yan Qing Meng and Shen Xian
Dao(HD).

Online games business

For the online game business, the average MAUs fell by 2.2% YoY, and
average MPUs grew by 88.7% YoY. The MAUs drop because old games like
Ragnarok M" s MAUSs fell YoY, the decline was partially offset by an increase
in average MAUs for Sausage Man. In addition, the average MPUs grew
because Sausage Man’ s payment rate significant increase YoY.

1. XD.Inc most popular game is Sausage Man, it is a tactical competitive
game, the gameplay is mainly based on battle royale with shooting,
which is similar to PUBG M. The game launched in China in April 2018,
the game still maintains vigorous vitality and potential for further growth.
In the first half of 2022, the number of active users and payment rate of
the game hit new highs repeatedly, making its turnover performance
significantly increase YoY. In addition, the game was launched in Japan,
Hong Kong, Macao, Taiwan, and South Korea in the second quarter of
this year, initially establishing a user base in overseas markets, and the
number of global downloads exceeded 300 million. According to the
data survey agency Sensor Tower (the data does not include third-party
Android platforms in China or other places, the same below), the game
had 300k downloads and $900k USD in revenue on the mainland in
October this year, and 90k downloads and $200k USD revenue on the
overseas in October this year. Moreover, the cumulative downloads of
the game on TapTap PRC are approximately 188 million, and the
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cumulative downloads of the TapTap International are approximately 9.4
million.

2. Ragnarok M is a MMORPG, it launched in China in January 2017, and has
since been launched in many countries and regions around the world.
The game is currently in a maturity stage (the number of game users and
revenue has reached a high point and gradually declined), and the
revenue has declined to a certain extent YoY. According to Sensor Tower,
the game had 7k downloads and $600k USD in revenue in October this
year.

3. Ulalais a team placement mobile game set in the Stone Age, it launched
in Taiwan in May 2019, and then launched in many countries and regions
around the world. The game is currently in a maturity stage and the
revenue has declined to a certain extent YoY. According to Sensor Tower,
the game had 10k downloads and $500k USD in revenue this October.

4. Shen Xian Dao(HD) is a horizontal turn-based game with the theme of
Xianxia. It launched in March 2016; it mainly operates in Mainland China.
According to Sensor Tower, the game had less than 5k downloads in
October this year and earned $400k USD.

5. Torchlight: Infinite is an action RPG; the gameplay is similar to the global
popular game series  “Diablo” . The game launched in October 2022; it
is a relatively popular new game under XD.Inc. The interim results did
not include the income of this game. Besides, the game is currently only
available on Asian servers, European servers, and American servers, and
has not obtained a game license in China. According to Sensor Tower,
the game had 600k downloads and $1 million USD in revenue in October
this year, which is the most downloads and most revenues game in
October this year. In addition, TapTap International is the exclusive
distribution platform for this game on the Android. The cumulative
downloads of the game on the TapTap International are about 360k. For
a game that has only been launched for a month and still has growth
potential, the number of downloads and revenue of the game are doing
well. Moreover, David Breivik joined the development team as a
consultant. He is one of the founders of Blizzard North (formerly a studio
under Blizzard Entertainment) that produced the global popular game
series  “Diablo” . Investors can expect him to use his expertise and
understanding of this type of game to help the game grow even better.
Also, if the game gets the game license and launch in China, we believe
it will benefit the company’ s revenue growth.

6. T3 Arena is a 3v3 multi-hero shooting game, launched in May 2022, and
it is one of the popular games under XD.Inc. The interim report did not
fully account for the revenue of this game. After the game was launched
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INITIATION REPORT

in May this year, it was recommended by the Apple Store in 171 countries
and regions and won the top spot in the free list of 11 Apple Stores. Since
the game has not obtained a game license in China, it is currently mainly
developed in overseas markets, such as the United States, Japan and
South Korea. According to Sensor Tower, the game had 500k downloads
and $500k USD in revenue this October. In addition, TapTap
International is the exclusive distribution platform for this game on the
Android, and its accumulated downloads are about 1.5 million. If the
game gets a game license in China, we expect it will benefit the
company’ s revenue growth.

7. Flash Party is an action fighting game, the gameplay is similar to Super
Smash Bros owned by Japanese game giant Nintendo. The game
launched in February 2022, it mainly developed in Japan market and
launched in China in April. When the game was first launched in Japan, it
won the top spot in the free list of the Japanese Apple Store for 12
consecutive days. According to Sensor Tower, the game had 50k
downloads and $30k USD in revenue for the China market with 30k
downloads and $30k USD for the international market in October. In
addition, TapTap International is the exclusive distribution platform for
Flash Party, and the accumulated downloads of this game in this
platform are about 1.43 million. However, the overall data reflects that
the popularity of the game is fading faster.

Premium games business

The company’ s premium games are in the transition period of preparing

for the launch of new key games, and the overall revenue has declined. The

company launched Otaku’ s Adventure and Evoland 2 in the first half of

2022 performed mediocre. On the other hand, Terraria, Human: Fall Flat and

Sands of Salzaar performed relatively well.

8. Terraria is a 2D sandbox simulation game developed by Re-Logic in 2011.
Sandbox simulation games generally require players to take survival as
the primary goal, and then explore and build the world. The game is
famous for its high degree of freedom. XD Inc is representing the mobile
version in China. The China server launched on September 28 ,2021 and
the cumulate downloads of the TapTap PRC are about 2.97 million.
According to Sensor Tower, the game had 30k downloads and $50k USD
in revenue in October of this year.

9. Human: Fall Flat is a multiplayer electronic puzzle games, developed by
No Brakes Games, XD.Inc is representing the mobile version in China.
The game was launched on December 17, 2020. On the day of release, it
recorded 100k downloads in 20 minutes, 500k in 12 hours, and nearly
one million downloads on Apple and Android platform a day. The game
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has accumulated about 2.7 million downloads on the TapTap PRC.
According to Sensor Tower, the game had 20k downloads and $70k USD
in revenue in October this year. This game is very entertaining, and it is
very suitable for stream. It has also caused an upsurge in the world, but it
is a pity that XD.Inc is only representing the game in China, the revenue
is limited in China and the revenue needs to be shared with the
developer.

10. Sands of Salzaar is an open-world action role-playing game, represented
by XD.Inc and developed by Hanlia Squirrel Studio, which focuses on
martial arts and is popular among domestic players. There are both
mobile and PC versions of the game, and the sales volume on all
platforms exceeds 1.5 million. According to Sensor Tower, the game had
5k downloads and $20k USD in revenue in October of this year.

Information services business

The company owns TapTap, a well-known mobile game platform in China,

and has focused on developing TapTap International in recent years to enter

overseas markets. For the six months ended June 30, 2022, the average

MAUs of the TapTap PRC were approximately 41.7 million, representing an

increase of 45.5% YoY. The number of game downloads was 402.3 million,

representing an increase of 62.2% YoY The number of new posts was 4.3

million posts, representing an increase of 43.9%. Benefiting from a series of

upgrades of TapTap’ s architecture and in-app experiences since 2021 and
in-depth engagement of machine learning technology, the efficiency of

TapTap’ s game distribution and ads system had been improved

significantly.

The average MAUs of TapTap International were approximately 9 million,

representing a decrease of 31.9% YoY. It is mainly due to the impact of

individual popular games and the overseas epidemic that TapTap

International grow rapidly in 2021, while the user data has declined this year.

The company preliminarily built up a team focusing on the international

market and dedicated to the development and operation of versions

specifically for certain key overseas markets. The team targets to build up the
community ambiance and increase the user penetration rate of the target

markets.

TapTap mainly provide three services, including online marketing service,
developer service (TDS) and Cloud Gaming service.

In term of online promotion services, the platform includes download
channels, game information, reviews and recommendations for a variety of
domestic and overseas mobile games, and also provides discussion forums

for users to communicate to earn advertising revenue.
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In term of developer service (TDS), it mainly provides developers with a
variety function to reduce the difficulty and cost of developing mobile games.
It also allows developers to communicate directly with players to understand
players’ taste, then promote and publicize new games during the game
development stage. For example, the platform has data analysis tools that
can help developers better understand user orientation and deploy
advertisements. In addition, the platform has built-in anti-addiction systems
such as real-name system, so game developers do not need to create
additional systems to comply with China" s regulations. Currently, this
business adopts a free or cost-based pricing model for third-party
developers.

In term of Cloud Gaming service, users can play a series of mobile games
provided by TapTap through a monthly subscription service, but the current
income is not significant. This business mainly takes care of low-end mobile
phone users in China. The technical feature of this business require XD.Inc to
prepare a large number of equipment and servers for players to connect.
When players use this service, the server will run the game for the player and
send it to the player’ s mobile phone in real time for the player to operate,
so the game will not be stored in the user’ s mobile phone. Also, it does not
need to use too much mobile phone performance when playing. So, it is
suitable for some players whose mobile phone have poor performance or
lack storage. For example, miHoYo' s Genshin Impact requires a mobile
phone with better performance and large storage to run the game smoothly.
In addition, players can try various games without downloads.

Positive factors

1. TapTap creates a unique advantage

TapTap is a well-known mobile game forum in China. It has been established
for about 5 years. Compared with similar platforms in China such as
WeGame under Tencent, it was established earlier. It has good user stickiness
and first-mover advantage. Until now, TapTap has a large number of users,
and the number continues to grow, bringing good advertising revenue to
the company, and the development is optimistic. In addition, TapTap enables
XD Inc'" s games to be better disseminated through its own platform, which
can effectively reduce game promotion costs, and the exclusive launch of XD
Inc' s games on the platform also makes players stick to the platform, so
TapTap and XD' s games are mutually beneficial. However, investors need
to pay attention to the development of the TapTap International. The
TapTap International is different from the TapTap PRC and needs to face
competition from international game platforms, such as IGN, an
internationally renowned multimedia review platform, etc. Compared with

the TapTap International, these international platforms have a very good
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reputation and high popularity. In comparison, TapTap International has no
advantage in competition, so XD.Inc needs to put more in the TapTap
International for marketing and promotion. However, if the TapTap
International is stabilized in overseas markets, then user stickiness is
cultivated and the number of users resumes growth, it will be beneficial for
XD.Inc and other Chinese game companies to promote their games through
the TapTap International, then they will be easier to enter overseas markets.
2. Stable through the downturn of popular games

XD Inc." s popular games such as Ragnarok M, Ulala and Shen Xian Dao(HD)
have entered to maturity stage, and the popularity of the newly launched
Flash Party has also declined relatively quick. Meanwhile, premium games
business is in the transition period of preparing for the launch of new key
games. Among the games, only Sausage Man performed well in the interim
report. Investors may worry about the slowdown in overall gaming business
revenue. However, T3 Arena and Torchlight: Infinite have been launched
recently and performed well in overseas markets. It is expected to bring new
growth momentum to XD Inc’ s online game business, and if it can obtain
game license in China, we believe that both games will be loved by Chinese
players, and the profit potential is huge. As for premium games, due to the
lack of new games that perform well, this part of revenue is expected to still
decline in FY2022.

Risk factors

1. Cost control become difficult

The cost of new business Cloud gaming services is too high

Since the operation of the TapTap Cloud Gaming services require a large
number of devices, servers and a smooth and stable network, which will
consume a lot of server computing costs and bandwidth costs. In fact, XD.
Inc pay tens of millions for TapTap Cloud Gaming in 11 months of free
operation in 2021. Afterwards, TapTap Cloud Gaming service opened the
charging model and reduced the number of free hours given to players daily
to reduce losses. However, the official admitted that it is difficult to recover
the cost by charging alone. In the 2022 interim results, the bandwidth and
server custody fee amounted to RMB 177.5 million, representing an increase
of 63.3% YoY, 21.9% of the total cost. This cost was mainly attributed to the
growths in the average mobile app MAUs and gamers’ activities in TapTap
PRC, and the exploration and expansion of a few new businesses such as
TDS, TapTap Cloud Gaming and international operations. We believe that
the cost of TapTap Cloud Gaming is too high, and it is difficult to pass it on
to consumers, because the target customers of TapTap Cloud Gaming are
mainly domestic players who use low-end mobile phones, and these players
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may not have high spending power and are more sensitive to prices. In
addition, to the competition from the same industry, for example, the
NetEase Cloud Gaming platform also provides similar services with similar
prices. We believe that there is little room for an increase in fees for this new
business, and there is no way to control costs for the time being.

2. Rising cost of R&D, sales and marketing expenses

XD. Inc has a lot of experience in entering the overseas game market and it
is an advantage over ordinary game companies. However, players in the
United States, Japan, South Korea, and Europe are accustomed to play high-
quality games, such as paying attention to gameplay and CG art styles, etc.
So, XD Inc. has high requirements for the quality of games, but XD Inc. self-
development ability is not good enough, for example, XD Inc.’ s three
popular premium games are not developed by themselves. Moreover, in the
first half of 2022, the research and development of 4 small-scale or
unsatisfactory game projects were successively terminated, and 233
employees engaged in game research and development were fired to
reduce costs and increase efficiency. We are worried that the company
cannot strike a balance between controlling costs and launching high-quality
games.

XD Inc" s premium game business is in the transition period of preparing for
the launch of new key games, and there is no clear launch timetable for new
key games. Among the three premium games newly launched in the first half
of 2022, including Sands of Salzaar, Otaku’ s Adventure and Evoland 2, only
Sands of Salzaar performed relatively well. But XD Inc. is only the proxy,
revenues created by this game needs to be shared with the developer.
Coupled with the gradually decline in the popularity of old premium games,
it is expected that the revenue of premium games will continue to drop in
2022. Investors need to pay attention to the development and income of
follow-up premium games.

3. Policy risks from China

Policy risks can be divided into two categories, include the restriction of
teenager’ s online game time policy and the game license approval policy.
In term of restriction of teenager’ s online game time policy, Chinese
teenagers who under 18 years old are only allowed to play games for up to 3
hours a week, and only on weekends and festivals. Although teenagers have
low spending power and they only make little impact on game revenue,
teenagers are difficult to enjoy playing games under the restriction policy, it
will have a negative impact on building players community and user
stickiness, eventually reduce the game’ s lifespan and potential revenue.
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In term of the game license approval policy, relevant Chinese authorities are
stricter with game license approvals. In recent years, the approval of game
license has been stopped twice, it affects the business development and
revenue plans of game companies. Although relevant department re-
approve game licenses and there are signs of normalization, the relevant
departments tend to approve those game licenses from small-sized
companies. As for XD Inc., three game licenses have been approved since
relevant Chinese authorities reapproval in April, if XD Inc’ s game license get
approved regularly, it may become a catalyst for the stock price to rise.

Valuation and recommendation

We believe that the Chinese gaming market is currently at the end of the
restructuring period. In order to adapt the changes of China policies and
reduce policy risks, Chinese game companies are accelerating their
development in overseas markets, including the acquisition of overseas
game studios, etc. This act will lead the whole industry operating costs
increase. However, XD Inc. has sufficient experience in overseas game
markets. Many games are popular in different regions. In addition, T3 Arena
and Torchlight: Infinite which launched this year performed well in overseas
markets. Besides, TapTap has a huge user base in China, and it can be
mutually beneficial with its own games, giving XD.Inc a unique advantage.
Moreover, recent China official media published comments that reaffirmed
the economic contribution of the game industry, which is quite different from
previous views. Investors can look forward to the end of the winter in the
game industry, and investors can be a little more optimistic about the
industry. We expect XD.Inc net profit growth are N/A, 21.1% and 23.5% in
FY2022-2024 respectively. Net sales per share attributable to shareholders
are RMB 6.7, 8.2 and 10.1 in FY2022-2024 respectively. Corresponding P/S
ratio are 3.19/2.62/2.12x. We believe that although the launch time of key
premium games is doubtful, which will negatively affect business growth, the
company’ s newly launched online games are performing well. In addition,
the user growth of the TapTap PRC continues, and the TapTap International
is also expected to bring new growth momentum to the company. We give
XD.Inc 3x P/S in FY2023 and a target price of $27.31 HKD. (Calculated at the
exchange rate of RMB to HKD 1.11), with a  “buy” rating. (Current price as
of December 6)
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Financial

Consolidated Statement of Profit or Loss Consolidated Statement of Finandal Position
Dec ¥/E RMB mn FY20  FY2l FY22E  FY23E  FY2ME Dec Y/E, RMB mn FY20 FY21  FY22E FYZ3E FY24E
Total net revenues 2478 T2 31182 IBD1G 48852 Mon-Current assets
Online games 21483 1TB40 20157  ZZBOG  Z5ERT FRRE, net 126 1488 IEZ 0 M43 40
Premium games 143.7 2040 163.2 T 4223 Right-of-use aszets 12886 1385 1514 1831 178.2
In-game marketing and promotion w0 16.3 0.0 0.0 0.0 Intangible 35sets 1991 M8 ITZT 8RB T4
Others 3.9 6.5 i} X} ik} other non-cument assets 1315 2888 12  ZR29 382
Information services 515.8 6524 5288 12456 18707 Total Non Current Assets 5750  THA Bo11 10831 13859
Total cost of revenues (1315.5) (1476.5) (142003) (17318) (2135.9) Current Asset
Total gross profit 15320 1Zz282 16579 20700 25533 Trade receivables 2 zZ36 TR0 T 1128
Selling and marketing expenses (B334) (702} (T438 (%5 (11188) Frepayments, deposits and other assets 120.8 47 T T2 843
Research and development expenses 5.5 (12422) (622 (THE1)  (32T) chort-term investments 00 TH24 497D GDBS T4T3
General and administrative expenses (T8 (2361 (2125 (2581) (3198) Cash and Cazh equivalents 285 384T 40010 438E1 45004
Others ikl 75T P 330 0.7 other curent assets 0.3 ] 0.0 0.0 0.0
Operating profit BT.T (8555 1483 1BDE 2234 Total Current Assets JT60.8 42480 47488 529 SEG48
Met non-operating income and expenditun 193 (0.4) .1 432 538 Total Assets 3347 541 BEITE  BM20  T2RDT
[Losspiprofit before income tax 1070 (955.5) 1850 41 8T Mon Current Liabilities
Income tax credits/{expenses) 5.2 6 (30.8) [37.0} (45.7) Convertible bonds 00 1821 17615 TS 175
[Losspiprofit for the year g (9173 1845 1871 2.0 Other non-current izbifties B35 50.0 59.6 125 7.2
EP3{RMB) 0.02 {1.88) 0.24 0.25 035 Total Non-Current Lizbiiities B15  iTE21 18818 18744 1EED
DPS{HKD) 0.0 0.0 0.0 0.0 0.0 Current Liabilities
Dividend payout ratio 0.0 0.0 0.0 0.0 0.0 Trade payables 1646 2064  MET 3036 10
Weighted shares outstanding 4325 454.6 45345 454 5 45345 Cther payables and acorusls 2400 M6 EMI BXG4 12854
Contract fiabilities 1285 2066 2510 3p4E 3703
Other current fabilities 1480 1860 2072 27BE 3%
Key Financial Data Total Current Lizbifities 881.1 B08.7 12382 17136 24088
Dec Y/E FY20 FY21  FY22E FY23E FY2ME Total Liabifities 7646 2E1T 3008 35830 42558
Yalutation Ratio Exquity
P/E ratio 1070.0 30.5 4T 8.5 Equity attributable to equity holders of the company 22885 23042 141 28472 ITIE
P/5 ratio 135 188 318 182 212 Non-controliing inferests 2817 782  1X2E  1TEE 1%
Dividend Yiel, % 0.0 0.0 0.0 [ 0.0 Total equity 28801 23ER4  IEAE  ITIlE ZEE4R
Per share data[RMB) Total Rabilities and equity 13447  B0d441  BEITE  BM2O0  TIRDT
EPS 0.02 (1.88 0.24 ] 0.35 Consolidated Statement of Cash Flow
BVPS 8.0 5.1 55 55 g4 Dec Y/E, RMB mn FY20 FY21 FY22E FYI3E FY2ME
DPS 0.0 0.0 0.0 0.0 0.0 CFO ME2 (475.2) BBDS  BA2ZE 11346
Sales Per Share i1 58 8.7 3.2 101 Net income before tax 1070 (3555 1850 2241 ITAT
Growth & Margin Depreciztion 2nd amaortization e 1873 W0 24349 e
Growth change in working capita 1354 2978  MTS 4358 6203
Revenus Growth 0.3% A% 1R4n 0 I1ew 233 Others {35.8) 44 1470  {10.3) [4.5)
Gross Profit Growth S13E% -200% 3BER I 23.3% CFl W72 (388.0) (BT (52BE (BR0T)
Operating Profit Growth -B34% -1188THR 1 23.3% Total Capex (110.5) (147.4) (3136) (3984) (523.1)
Met Profit Growth -BT.4% -BE4ETHR . 23.5% short-term investments, net B (TeB0) 2855 (10BE) (141.4)
Margin Others 8.0 (T28) (178 (215 (22
Gross Profit Margin B1E%  4b4% B4EW BASR MIR CFF 34 ZWIT 21.1 245 284
Oyperating Profit Margin I 153 4.8% 4.8% 4.8% Fayment for lease fabifties (I I 1] . 4.5 4
Met Profit Margin 0.3%  -R20% 15% 1R 15% Convertible bonds 00 18075 0.0 0.0 0.0
Others W4 BHE 0.0 0.0 0.0
Key Ratios Met Change in Cash 10&58 @285 8182 3ETH B2l
ROE 04% ; : % FX impact g1 #3 0.0 0.0 0.0
ROA 0.3% Cash and CE at Y/E 2318.5 31847 40010 43BE1 43204

Current Price as of: 6 Dec
Source: PSHK Est.
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Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate serves as an officer of the listed corporation covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or
more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2022 Phillip Securities (Hong Kong) Limited
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