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experience. Its unique focus on high-frequency micro transactions (avg
size: CNYO0.9) allows it to reach a large customer base (c492m) and
address the unmet demand by traditional insurers. It has also started to
offer technology solutions, such as cloud-based applications, Al-backed
data services and blockchain services to business partners and insurers.
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"R An ecosystem-oriented product and service provider
Zhong An is China’s largest Internet-only insurer focusing on innovative Shenzhen
scenario-based products. It develops and integrates insurance policies xJ'IalDli/
into ecosystem platforms (i.e. lifestyle consumption, travel, consumer fm !
. ; Unifront
finance, health and auto) to ensure a customer-centric purchase Others Holding

Source: Company data. *Held by its Tencent Computer System

Fig 2: Valuation implied by Series A fundraising

(CNYm) 2014 2015 2016
Shifting away from shipping return policies Book value 1,021 6,898 6,859
Zhong An’s total GWP (gross written premium) achieved 107% CAGR in GWP 794 2,283 3,408
2014-16 and it continued to grow by 89% YoY in 5M17. Unlike a typical Net profit 37 44 9
Chinese P&C player that generates ~70-80% of GWP from auto insurance, P/B (X) 29.2 4.3 4.3
its product mix is heavily skewed towards non-auto insurance. GWP for P/GWP () 375 13.0 8.7
shipping return insurance declined by 8% in 2016 due to the rise in PIE () 905 673 3477
competition. But Zhong An reduced its reliance on such business to 35% -
. . i . Source: Company data
in 2016 from 77% in 2014 as it explored the growth potential of non-
shipping return policies (GWP +250% CAGR in 2014-16), particularly in the Fig 3: Financial metrics
health and travel accident segments. 2014 2015 2016
GWP grow th 6130% 188% 49%
Profitability metrics weak during expansion stage - Shipping return 5982% 112% 8%
- Non shipping return 6687% 444% 125%

Zhong An’s combined ratio ranged from 105-127% in 2014-16, and
management expects underwriting losses to continue due to the erosion
of its operating expenses (expense ratio = 63% in 2016 vs 35% in 2014)
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) . o A A Loss ratio 73.4% 68.5% 42.0%
amid rising commissions paid to ecosystem partners. It will face more Expense ratio 35.206 58.1% 62.7%
cost pressure if competition intensifies, especially when its largest Combined ratio 108.6% 126.6% 104.7%

f f - ROA 3.12% 0.9% 0.1%
partner/sh_areholder_Allbab_a (BABA US | BU_Y | TP USD167)/Ant Financial ROE 370% 11% 0.1%
start to build up their own insurance franchise. Core ratior Y 505 T35

Further, the insurer’s high exposure to funds and stocks (22% as of Dec16;
highest among peers) and WMPs and trusts (20%; similar to NCI’s level)
could raise B/S concerns. It has the lowest net investment yield among
peers (1.8% vs peers’ 4.2-6.0% in 2016). This could be partly due to its
preference for trading stocks vs investing in high-dividend equities.

Valuation summary (as of 6 July 2017)

Comprehensive ratio*

715%

805%

723%

Source: C-ROSS reports, company data. *C-SlI figures in 2014

Last PB (x) P/EV (X) EV growth# VNB (x) VNB growth#
Name Ticker Rating TP price Upside] FY16 FY17E FY18E| FY16 FY17E FY18E| FY16 FY17E FY18E| FY16 FY17E FY18E| FY16 FY17E FY18E
China Life 2628 HK HOLD 26.50 24.05 10% 2.06 1.98 1.85 0.93 0.82 0.70] 7% 16%  17% (0.9) (2.3) (3.8)| 57% 20%  18%
Ping An 2318 HK BUY 57.00 54.35 5% 2.32 2.09 1.83 1.40 1.20 1.00] 25% 19%  19% 5.0 2.3 0.0 49% 27%  23%
CPIC 2601 HK BUY 38.50 32.30 19% 1.99 1.93 1.66( 1.07 0.94 0.74 13% 16% 16% 0.9 (0.7) (2.9 57% 24% 21%
PICC Group 1339 HK HOLD 3.30 3.52 -6% 1.08 1.06 0.96) 0.95 0.92 0.82 10% 15% 14% (2.0) (2.5) (6.1) 47% 14% 15%
PICC P&C 2328 HK SELL 11.00 14.50 -24% 1.61 1.46 1.30 na na na| na na na| na na na| n/a na na
NCI 1336 HK BUY 46.50 42.10 10% 1.99 1.88 1.72] 0.91 0.78 0.65 17% 19% 19% (1.1) (2.7) (4.2 30% 22% 18%
CTIH 966 HK BUY 25.00 19.86 26% 1.39 1.29 1.16f 0.70 0.62 0.54 9%  12%  15% (3.4) (3.9) (4.6)] 50% 21%  20%
AlA Group 1299 HK BUY 61.00 55.60 10% 2.47 2,27 2.100 2.05 1.83 1.63 10% 12% 12% 16.1 12.0 8.6 25%  18%  19%

Source: Company data, Bloomberg, Maybank Kim Eng. #FY16 EV/VNB growth for Chinese insurers are underlying growth ex

. C-ROSS impact and EV assumption changes

THIS REPORT HAS BEEN PREPARED BY KIM ENG SECURITIES (HK) LTD

SEE PAGE 18 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION:


http://www.reuters.com/article/us-zhongan-online-ipo-idUSKBN19L0WH
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Fig 4: Zhong An is the largest Internet-only insurer in China

@ KimEng

Fig 5: It has a small market share despite its strong growth

Internet-only Key business Licence 2016 GWP
insurers partners approval date (CNYm)
Zhong An Alibaba, Ctrip, Ping An Oct-13 3,408
Taikang Taikang Insurance
Online P&C Group, DXY Nov-15 675

. Yinzhijie
Yi An P&C (a fintech firm) Feb-16 222

. Honganonline

An Xin P&C (a fintech firm) Dec-15 75
Total 4,380
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Source: Company data, CIRC, Oliver Wyman

Fig 6: It is diversifying sales by tapping more ecosystems*

Source: Company data, CIRC
Fig 7: Reducing its reliance on shipping return insurance*
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Source: Company data. *Zhong An’s GWP breakdown by ecosystems

Fig 8: Weak combined ratio due to high commission expenses

Source: Company data. *Zhong An’s GWP breakdown by product types
Fig 9: Shift to non-ship. return policies with better margins
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Fig 10: % of commissions paid to related parties remain high*

Source: Company data. *Also incl. other segments

Fig 11: Aggressive asset mix and low net investment yield
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1. Financial summary

@ KimEng

P&L (FYE Dec; CNYm) 2014 2015 2016 2017E  2018E SEGMENT (FYE Dec) 2014 2015 2016 2017E 2018E
GWP 794 2,283 3,408 - - GWP growth
- Shipping return 613 1,298 1,194 - - Shipping return 5982% 112% -8% - -
- Non shipping return 181 985 2,214 - - Non shipping return 6687% 444% 125% - -
NEP & fees 712 1,921 3,225 - - - Accident na 537% 247% - -
Net claims (523) (1,316) (1,355) - - - Merchant guarantee 3986% 316% 14% - -
Net commissions* (111) (691) (1,380) - - - Health na 102854% 1432% - -
G&A expenses (142) (439) (664) - - - Liability na 408% 128% - -
Underwriting expenses (775) (2,447) (3,400) - - - Credit insurance na 1192% 99% - -
Underwriting profit (63) (525) (174) - - -Cargo na na 278% - -
Investment income 90 561 140 - - - Household property 1049439% 641% -54% - -
Other Income 15 27 47 - - - Others na 1627% 177% - -
Finance Costs (6) ®3) ©) - - Total 6130% 188% 49% - -
Associates & JVs 0 0 0 - - GWP mix
Pretax profit 37 60 13 - - Shipping return T7% 57% 35% - -
Income tax 0 (15) (@) - - Non shipping return 23% 43% 65% - -
MI & pref. share div 0 0 0 - - - Accident 6% 12% 29% - -
Net profit 37 44 9 - - - Merchant guarantee 14% 20% 15% - -
*Incl. consulting & service fees - Health 0% 1% 6%
- Liability 2% 4% 5% - -
B/S (FYE Dec; CNYm) 2014 2015 2016 2017E  2018E - Credit insurance 1% 2% 3% - -
Cash & deposits 342 1,623 1,401 - - - Cargo 0% 1% 2% - -
Associates & JVs 0 0 0 - - - Household property 1% 1% 0% - -
Other investments 948 6,086 7,279 - - - Others 0% 2% 4% - -
Total investments 1,290 7,709 8,681 - - Combined ratio
Intangibles 12 40 149 - - Shipping return* 108.7%  111.3%  119.3% - -
Other assets 68 320 502 - - Non shipping return* 105.3%  140.0% 96.0% - -
Total assets 1,369 8,069 9,332 - - Total 107.9% 123.0% 105.1% - -
*MKE estimates
Policy reserves 123 618 1,371 - -
Borrowings & REPOs 140 2 283 - - INVEST. MIX (FYE Dec) 2014 2015 2016 2017E 2018E
Other liabilities 86 551 820 - - Low risk 26% 28% 16% - -
Total liabilities 349 1,171 2,473 - - Cash & deposits 26% 21% 16% - -
Government bonds 0% 4% 0% - -
Shareholders' equity 1,021 6,898 6,859 - - Financial bonds 0% 3% 0% - -
Other equity instrument 0 0 0 - - Moderate risk 26% 33% 37% - -
Minority interests 0 0 0 - - Corporate bonds 26% 33% 37% - -
Total equity 1,021 6,898 6,859 - - Policyholders' loans 0% 0% 0% - -
Debt schemes 0% 0% 0% - -
KEY METRICS (FYE Dec) 2014 2015 2016 2017E 2018E Investment properties 0% 0% 0% - -
GWP growth 6130% 188% 49% - - High risk 47% 39% 46% - -
NEP & fees growth na 170% 68% - - Funds & stocks 11% 23% 22% - -
Net investment yield 2.2% 1.7% 1.8% - - Unlisted equities* 0% 0% 0% - -
Gross investment yield 7.3% 12.6% 1.7% - - WMPs & trusts 32% 16% 20% - -
Loss ratio (% NEP) 73.4% 68.5% 42.0% - - REPOs & others 4% 0% 3% - -
Expense ratio (% NEP) 35.2% 58.1% 62.7% - - *Incl. associates & JVs
Combined ratio (% NEP) 108.6%  126.6%  104.7% - -
Net profit growth na 20% -79% - - SOLVENCY (FYE Dec) 2014* 2015 2016 2017E 2018E
Core ratio 715% 805% 723% - -
DUPONT (FYE Dec) 2014 2015 2016 2017E  2018E Comprehensive ratio 715% 805% 723% - -
NEP / assets 60.1% 40.7% 37.1% - - *C-SI figures
Pretax profit margin 5.1% 3.1% 0.4% - -
- Underwriting margin -8.9%  -27.3% -5.4% - -
- Investments / NEP 12.6% 29.2% 4.4% - -
- Others / NEP 1.4% 1.2% 1.4% - -
Effective tax rate -1.1% 25.7% 28.0% - -
ROA 3.1% 0.9% 0.1% - -
Leverage (assets / SHF) 1.2x 1.2x 1.3x - -
ROE 3.7% 1.1% 0.1% - -
Source: Company data
July 7, 2017
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2. Company background

The leading insurtech company with a short operating history

Founded in Oct 2013, ZhongAn Online P&C Insurance Company is a leading
fintech/insurtech company in China focusing on innovative ecosystem-oriented
insurance products and solutions through various scenario-based settings. Zhong
An is one of China’s four Internet-only insurers to obtain a licence from the CIRC
to sell insurance products online without being required to set up physical
branches. It was the first company to receive an Internet insurance licence, more
than two years earlier than the other three Internet-only insurers in China.

Fig 12: Zhong An - major developments

@ KimEng

Date Events

Oct-13 Was founded by nine shareholders with a registered capital of CNY1b; started operation in Nov.

Apr-14 Launched its proprietary online technology platform Wujieshan (Fc51L).

Nov-14 Sold ~100m policies within a week during the Double 11 Shopping Festival.

May-15 Obtained CIRC’s approval to sell auto insurance products and provide insurance information services.

Jun-15 Completed its Series A fundraising with total proceeds of CNY5.8b (~241m shares at CNY24/share).

Nov-15 Cooperated with Ping An to launch the first online-to-offline (020) auto brand Baobiao Auto Insurance ({fR3Z%Ek).
Apr-16 Launched Baobei Open Platform (ff W i+%), which connects consumer finance platforms with its Fl partners.
May-16 Established ZhongAn Information and Technology Services Co Ltd.

Aug-16 Launched a mid-range insurance product Personal Clinic Policy (BXe4%).

Nov-16 Released the ZhongAn Tech brand to promote and develop the use of blockchain, Al and other new technologies.
Dec-16 Served over 492m customers since inception; had 245 product terms approved by CIRC.

Source: Company data

Strong background of the key founding shareholders, aka, the “Three Ma”
Zhong An is well known for the strong background of its key founders, who are
collectively called the “Three Ma”: Jack Ma of Ant Financial, Pony Ma of Tencent
and Mingzhe Ma of Ping An. In Jun 2015, Zhong An completed its Series A
fundraising with five investors and raised CNY5.8b. After the Series A fundraising
and prior to the pending HK IPO, Ant Financial, Tencent and Ping An hold ~16%,
~12% and ~12% stake in Zhong An, respectively.

Fig 13: Shareholding structure of Zhong An prior to the pending HK IPO

Shanghai Shanghai
Tencent Shenzhen Cnhooray Qingdao Shanghai Shenzhen Haoguan Qianguo livesars i
Ant Ping An Jia De Xin Unifront Internet Huilijun Yuangiang Rixun Investment Investment A
q . Computer . d Series A
Financial System* Insurance Investment || Holding Ltd || Technology Trading Investment Internet Mgmt Mgmt O o et
4 Ltd Co Ltd Co Ltd Co Ltd Co Ltd Partnership || Partnership 9
(LP) (LP)
16.04%| 12.09% | 12.09% | 11.28%| 7.25%| 6.53%| 4.03%| 4.03%| 2.42%| 2.30%| 2.53% | 19.40%|
ZhongAn Online P&C Insurance Co Ltd
(*“Zhong An’’)
| 100%
ZhongAn Information and Technology Services Co Ltd ¢1oo%
ZhongAn Information and
| Technology Services
(Shanghai Branch)
100% 100% 60% 60%
ZhongAn (Shenzhen) Hangzhou Qihui Internet Shanghai Yuanbao Internet Beijing Youwozai
Life Sciences Co Ltd Technology Co Ltd Technology Co Ltd Technology Co Ltd

Source: Company data. *Tencent Computer System is a subsidiary of Tencent (700 HK | Not Rated)
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Large customer base, but small premium scale

@ KimEng

According to global management consultant Oliver Wyman, Zhong An ranked as
the largest insurer in China in terms of the number of customers served
(cumulatively 492m) and the number of policies sold (cumulatively 7.2b) as of
Dec 2016. Besides, Zhong An was also the largest Internet-only insurer in China

with a total GWP of CNY3.4b in 2016.

Fig 14: Zhong An is the largest Internet-only insurer in China

!nternet—only Key business partners Licence 2016 GWP
insurers approval date (CNYm)
Zhong An Alibaba, Ctrip, Ping An Oct-13 3,408
Taikang Online P&C Taikang Insurance Group, DXY Nov-15 675

Yi An P&C Yinzhijie (a fintech firm) Feb-16 222

An Xin P&C Honganonline (a fintech firm) Dec-15 75
Total 4,380

Source: Company data, CIRC, Oliver Wyman

Zhong An’s total GWP achieved 107% CAGR in 2014-16 and it continued to grow at
89% YoY in 5M17. Although the insurer has the largest customer base in China, it
had only 0.5% P&C market share in 2016 vs the top three P&C players’ (i.e. PICC,
Ping An and CPIC) combined 64% market share. This is primarily due to Zhong
An’s unique focus on high-frequency micro transactions. We calculate that Zhong
An’s average policy size is only CNY0.90, which is much smaller than any typical

insurance policy sold by the traditional players.

Fig 15: Zhong An is still small in terms of premium scale...

Fig 16: ... as it focuses on high-frequency micro transactions

CNYb Zhong An's total GWP
5
] +49%
3 4
+188% +89%
2 4
] +6130%
P&C mkt shr
\ T T
2013 \] 2014 2015 2016 5M17

Cumulative numbers Octl3 to Decl6

Total GWP (CNYm) 6,498
Number of policies sold (m) 7,200
Number of customers served* (m) 492
GWP per policy (CNY) 0.90
GWP per customer (CNY) 13.21

Source: Company data

July 7, 2017

Source: Company data. *Incl. both policyholders & the insured
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3. Business model

Ecosystem-oriented insurance products for different scenarios

Zhong An partners with leading ecosystem providers and develops innovative
products under different scenario-based settings. The insurer integrates its
products into its ecosystem partners to ensure a customer-centric purchase
experience. As Zhong An designs products based on scenarios, this allows it to

reach a large customer base and address the previously unmet customer demands.

Besides, access to ecosystem partners’ extensive user data allows Zhong An to
identify potential customers and analyse their online behaviours and consumption
patterns to adjust product strategies, adopt dynamic pricings, offer automated
claim-settlement services and ensure effective risk management.

Fig 17: Zhong An’s ecosystem-oriented product innovation and distribution

@ KimEng

Third-party data
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e.g. PBOC, Sesame Credit,
Qian Hai Zheng Xin
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Cloud-based
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Source: Company data

Zhong An currently operates in five major ecosystems, namely lifestyle
consumption, travel, consumer finance, health and auto. As it already has an
established cooperation with the leading ecosystem providers, it has started to
extend its partnership into long-tail, vertical and offline ecosystem partners.

Fig 18: Zhong An’s five major ecosystems

Avg policy size

Ecosystems Key ecosystem partners

(2016)
if | . Taobao, Tmall, Xiaomi, SF Express, Weidian
Lifestyle consumpthn CNYO0.5 (##i%), Chuchujie (& %£4£), SanPower PC Mall,
(e-com. & consumer electronics) Jiyoujia (Wﬁ%) and Mobike (Eﬁﬁi)
Ctrip, Qunar, Alitrip, Tongcheng, China
Travel CNY23.7 Eastern, Air China and Spring Airlines
China Telecom, Zhaocaibao (/i1 %), Mogujie
Consumer finance CNY13.0 (B #515), Meilishuo (37i#t) and Fengile
(5 3915%)
Omron, We Doctor (f#[%), Mi Band (/MK F¥F),
Health CNY393.2 Ledongli (4:3117), WeChat and Tencare
Doctor Tang (#iAK)
Auto CNY37.2 Ping An, Didi Chuxing, Xiaomi, WeChat, Tuhu

(32J%) and Chang’an Motors

Flagship products

Shipping return policy for merchants /buyers (i& iz 2% [ /1T
138), merchant guarantee policy (7 % (il & {#:), phone
accident policy (F-HLE4MK:) and screen crack policy (145 )

Flight accident and delay policy (Ffi & ffi ZE k)

Baobei Open Platform ({4 I1it%l), Orange Baitiao (& 14)
and Mashanghua (% I-1£)

Pesonal clinic policy (% %£e4:), group health insurance plan,
walk to wellness policy (#6#1#) and diabetes policy (f#/) 1)

Baobiao Auto Insurance ({44 %:[K5)

Major
competitors

PICC, Cathay,
Huatai

Ping An, TK.com,
Sunshine

Taikang, PICC,
Yi An

Ping An, An Xin

PICC, Ping An,
CPIC, Huatai

Source: Company data
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Fig 19: Tmall partnership - shipping return policy

@ KimEng
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Fig 20: Ctrip partnership - flight accident and delay policy
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Fig 21: Xiaomi partnership - phone accident policy
S[FEkk 6GB+128GB
SE IR 128GB
IR
@ =7 @
@
WIEIKIRHEIEING
ﬁ e BIMREE

Source: Xiaomi website

July 7, 2017




China Insurance Sector

@ KimEng

Technology solutions business still in early development stage

In addition to the insurance product offerings, Zhong An has also started to offer
technology solutions to business partners and other insurance companies through
its recently established (i.e. Jul 2016) subsidiary, ZhongAn Technology. Zhong An
Technology currently develops and offers three series of technology solution
services: 1) the S Series of insurance and financial applications; 2) the X Series of
intelligent data services; and 3) the T Series of blockchain services.

In 2016, Zhong An invested CNY214m in R&D, equivalent to 6.3% of 2016 total
GWP vs 2.8% in 2014-15. Management expects to incur substantial R&D expenses
and capex for ZhongAn Technology. In the long run, management expects this
business to be the new growth driver for Zhong An, and the increase in R&D
expenses is likely to be partially offset by scale and better operating efficiency.

Fig 22: Zhong An Technology’s technology solutions

S Series
cloud-based
applications

X Series
Al-backed
data services

T Series
Internet
security
platform

E-commerce platforms
(launched in 1Q17)

Insurance core systems
(development stage)

Finance core systems
(development stage)

X-Model
(launched in Mar-17)

X-Decision
(launched in May-17)

X-Man
(to launch in Aug-17)

Customer Service Chatbot
(launched in Nov-16)

Facial recognition
(launched)

Other platform-level
products

Ti-Capsule
(launched in Aug-16)

Ti-Sun
(launched in Dec-16)

Ti-GlassHouse
(launched in May-17)

Ti-Packet
(launched in May-17)

Help insurers and agents to quickly establish online sales channels, incl. official homepages,
mobile apps, e-commerce and WeChat platforms, etc.

Develop cloud-based core systems for insurance providers.

Develop cloud-based core systems for financial service providers.

Help insurers conduct data analysis and develop customised risk mgmt models.

Help insurers make transactional decisions based on data analysis provided by
X-Data and X-Model, such as approval of customer loan applications.

Help insurers analyse their customer data to create customer profiles.

Analyse customer questions to provide relevant and useful responses; help reduce customer
service staff cost.

Help achieve remote identity verification, which enhances security in online financial
transactions.

Intelligent development tools and intelligent infrastructure services such as
X-Flow, X-Antifraud and X-Custmade (launched in Apr-17 to Jun-17).

Store important or sensitive data such as EMR or privacy information. All documents stored
are tamper-resistant and do not drop-out in any situation.

Provide an unique smart identity for all users in the system containing their digitalised
attributes and assets, which helps facilitate KYC and AML checks.

Provide the ability to digitalise off-chain assets such as points or insurance products to
Anlink’s blockchain system.

Allow signing parties to enter an agreement by certified electronic signatures and blockchain
authorisation, which ensures the agreement to be non-amendable.

Source: Company data
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4.

Product mix and growth

Different product mix vs traditional P&C leaders
Unlike traditional P&C leaders that generate the majority of their total GWP
from auto insurance (76-83% in 2016), Zhong An’s product mix is heavily skewed
towards non-auto insurance, with shipping return insurance making up the largest
part of its premium income (35% in 2016), followed by accident insurance (29%)
and guarantee insurance (15%).

Fig 23: Traditional P&C leaders mainly sell auto insurance
2016 GWP mix of the top three P&C insurers in China

@ KimEng
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Source: Company data, Maybank Kim Eng

Reducing reliance on shipping return insurance
Growth in Zhong An’s total GWP slowed down from 188% in 2015 to 49% in 2016,
dragged by shipping return insurance (-8% in 2016 vs +112% in 2015). The decline
in sales of shipping return insurance was likely due to: 1) increased competition
from other market players; and 2) Zhong An’s shift towards other product
categories with greater growth potential, such as accident and health insurance.

Fig 24: Zhong An’s GWP breakdown in 2014-16

2015

2016

(CNYm) 2014 2015 2016 YoY% YoY% Remarks

Shipping return 613 1,298 1,194 112% -8% | Shifted focus to other products with more growth potential
Non-shipping return 181 985 2,214 444% 125% | Broadened product offering and ecosystem partnerships

- Accident 44 283 982 537% 247% | Increased # of travel partners; deepened existing partnerships
- Guarantee 109 453 518 316% 14% | Served to improve e-commerce merchants’ liquidity

- Health 0 13 205 | 102854% 1432% | Launched more new products

- Liability 16 81 185 408% 128% | Consisted of logistics liability and phone accident insurance

- Credit 52 103 1192% 99% | Served consumer finance ecosystem

- Cargo 16 59 na 278% | Purchased by e-commerce merchants/shoppers

- Household property 34 15 641% -54% | Included products such as phone screen crack policy

- Others 53 147 1627% 177% | n/a

Total GWP 794 2,283 3,408 188% 49% | Growth was offset by sales decline in shipping return policy

Source: Company data

Fig 25: Major market players in Taobao/Tmall shipping return insurance

Zhong An

China Life P&C

Huatai P&C

Taikang Online P&C

PICC P&C

Taiping General Insurance

Source: Taobao website, Maybank Kim Eng

July 7, 2017



China Insurance Sector

Thanks to Zhong An’s effort in broadening product offerings and ecosystem
partnerships, GWP growth momentum from non-shipping return insurance
remained strong in 2016 (125% vs 444% in 2015). As a result, GWP contribution
from shipping return insurance plunged to 35% in 2016 from 77% in 2014, whereas
contribution from accident insurance surged to 29% in 2016 from 6% in 2014. We
observe similar growth trends in the GWP contribution from non-lifestyle
consumption ecosystems (rose to 52% in 2016 from 8% in 2014), particularly from
travel ecosystems (rose to 32% in 2016 from 6% in 2014).

@ KimEng

Fig 26: Diversifying sales by tapping more ecosystems Fig 27: Reducing reliance on shipping return policies
Zhong An’s GWP breakdown by ecosystems Zhong An’s GWP breakdown by product types
Lifestyle consumption Travel Shipping return Accident Guarantee
Consumer finance Health Health Liability m Credit
Auto m Others m Others
6% 8% 0 7% 9 0
13% }30% 7% La 23%
14% 524
32%
2
92% 7%
70%
48% Ik
35%
2014 2015 2016 2014 2015 2016
Source: Company data Source: Company data
GWP growth momentum recovered in 2017 YTD
Zhong An achieved 89% YoY GWP growth in 5M17, well above the P&C sector’s
13% YoY growth. According to the company, such strong growth was driven by the
significant increase in health, consumer finance and travel ecosystems, as it
continued to expand and penetrate each of these ecosystems. This could further
reduce its reliance on shipping return insurance.
Fig 28: Zhong An’s GWP growth momentum recovered in 2017 YTD
Zhong An —PICC Ping An ——CPIC China Taiping e P&C sector
150%
S5M17:
Zhong An +89% YoY
0y -
120% Sector +13% YoY
90% -
60% -
30% -
S~ "
%— M
0% . : . — . . . N—

-30%

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16 Jan-17 Feb-17 Mar-17 Apr-17 May-17

Source: CIRC, Maybank Kim Eng
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Challenges in scaling up auto insurance business

Auto insurance still dominates the online P&C market in China, with a 79%
market share in terms of 2016 GWP. Zhong An could quickly boost its premium
scale if it could successfully tap into this market. However, there are three
major challenges that the insurer will face in this product segment:

First, the online auto market is largely dominated by traditional P&C players. In
2016, insurers’ direct sales platforms (PC + mobile) already accounted for 84% of
the total online auto GWP. This could make it difficult for newcomers to enter
the market.

Fig 29: Auto insurance still dominates online P&C market... Fig 30: ... and it is largely occupied by traditional players
Online P&C market share by platform type (in terms of GWP)

Online P&C market share by segment (in terms of GWP)

@ KimEng

Non-alito Auto Insurers' direct sales platforms Third-party platforms
100%
' 100%
80% 16%
80% -
60% - 79% 60% -
95% 96% 93% 94%
40% - 40% - 84%
20% - 20% -
21%
0% 5% 4w Th 0% ' o
2013 2014 2015 2016 Online auto Online non-auto

Source: Insurance Association of China

Second, the second-round auto pricing reform in Jun 2017 will put pressure on
premium rates. As online channel’s price discount vs offline could remain low,
this will discourage customers from making online purchases. Besides, leading
players will continue to enjoy economies of scale and thus lower combined ratios
vs the sector.

Fig 31: P&C insurers could offer auto insurance products at maximum 14% lower prices in the second-round reform (report)

Source: Insurance Association of China

- 2016 market No- clalm dlscount** Underwrltlng factor Channel factor
share*

. SOTES s
Overall 100%

Overall pricing***

(AxBxC)

Old: 0.43-2.65
New: 0.38-2.65

Old: 0.43-2.65
New: 0.34-2.65

Change in
floor pricing

-12%

-22%

-17%

-13%

-14%

Source: CIRC, Maybank Kim Eng. *Based on P&C GWP; **Xiamen and Beijing use wider NCD of 0.40-3.00; ***Excl. traffic violation factor in calculation for simplicity.

Third, Zhong An has only recently received CIRC approval to expand its auto
business into 12 more regions, according to media reports. Geographical
restrictions could limit its growth.

Fig 32: Operating regions of Zhong An’s auto insurance business

Date Events

May-15 Obtained CIRC’s approval to sell auto insurance in five regions, including
Heilongjiang, Shandong, Guangxi, Chongging, Shanxi and Qingdao.

Mar-17 Received CIRC’s approval to expand its auto insurance business into 12

more regions, including Guangdong, Shenzhen, Jiangxi, Xiamen, Henan,
Anhui, Jiangsu, Zhejiang, Hebei, Tianjin, Beijing and Shanghai.

Source: Media reports

July 7, 2017
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5. Underwriting profitability

High commission expenses put pressure on combined ratio

Given Zhong An’s short operating history and small operating scale, its
profitability is weaker than peers. Its combined ratio ranged from 105-127% in
2014-16 vs 96-99% for top three P&C players in 2016. Management expects the
combined ratio to continue to be above 100% amid significant increase in
operating expenses, driven by rising commissions (including consulting fees and
service charges paid to ecosystem partners) to support expansion and for
deepening cooperation with existing partners.

Fig 33: Zhong An’s combined ratio remains high...

@ KimEng

Fig 34: ... with rising expense ratio amid higher commissions

Expense ratio Loss ratio  ==@==Combined ratio Commissions* G&A expenses «==fll==Expense ratio
150% 27% 80% o
0
109% 105% 58%
0 - (]
120% 60% -
20%
90% - 69% 2% 35% 22%
73% 40% /
60% - /7
20%
30% - 58% 63% 20% 1 36% 43%
35% 16%
0% T . 0% T .
2014 2015 2016 2014 2015 2016

Source: Company data

A question mark on the future loss ratio trend

Zhong An’s loss ratio improved significantly to 42% in 2016 from 73% in 2014.
Room for further improvement would depend on: 1) how fast the insurer can
scale up its operations to achieve economies of scale in risk diversification and
customer data accumulation; and 2) how accurate its untested proprietary
actuarial model is in pricing insurance risks. As Zhong An and other listed Chinese
insurers share little similarity in product mix and design, it could be difficult for
investors to gauge the normalised level of Zhong An’s loss ratios.

Fig 35: Combined ratio comparison - Zhong An vs PICC P&C

Source: Company data. *Commissions incl. consulting fees and service charges

Loss ratio Commission ratio G&A expense ratio Combined ratio
120% ) 105%
96% 9% o7 ooy  102% 103% 102%  9gw o, ogy 97 97% 9%  98% b
100% - —
13% Ny ——
18% 150% 14%  14%  18% 14(;0’ 12% 11% 3% 1% 12% 2% 2% 11% 20%
0y -
80% 1 " e Tho sy 16%  16% 1% 19% g5y q9u  19% 206 2% 23%
60% - 43%
0 7w T ggy  eow % 6% 67
68% 68% 67% 66% 64% 66% 64% 63% 64%
20% - 42%
0% T T T T T T T T T T T T T T T
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016
PICC P&C Zhong An

Source: Company data, Maybank Kim Eng
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Risk of direct competition with the largest ecosystem partner/shareholder

As Zhong An does not own exclusive distribution rights on its ecosystem partners’
platforms, its commission expenses will face more pressure if market
competition intensifies. In 2016, 67% of Zhong An’s total commission expenses
were paid to related parties (32% to Ant Financial and 35% to Ctrip). As
Alibaba/Ant Financial are building up their own insurance franchise through
various investments and partnerships, there is risk that Zhong An will face more
direct competition from its largest ecosystem partner and shareholder.

Fig 36: Zhong An’s reliance on Ant Financial is still high
Commissions paid to related parties as % of total commissions

@ KimEng

Fig 37: Alibaba/Ant Financial are building their own franchise
Alibaba/Ant Financial’s major insurance investments/partnerships
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Source: Company data

Improved profitability in non-shipping return insurance

We estimate Zhong An’s historical combined ratios by product using its China
GAAP results. We observe a deteriorating trend in its shipping return insurance
combined ratio in 2014-16, which was likely due to increased commission
expenses amid competition. On the other hand, the combined ratio of the non-
shipping return insurance segment improved sharply in 2016, mainly driven by: 1)
the steady improvement in accident insurance profitability; and 2) significantly
lower combined ratios in guarantee and liability insurance. The question here is
whether the latter was a one-off distortion or it’s sustainable in the future.

Fig 38: Zhong An’s combined ratios by product segments

Source: Company data, media reports, CIRC
*Collectively controlled by Alibaba, AliHealth and Yunfeng Group

Fig 39: Its combined ratios of non-shipping return products

2014 m2015 2016 m 2015 2016
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Source: Company data, Maybank Kim Eng estimates. *Incl. other small segments Source: Company data, Maybank Kim Eng estimates
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6. Investments and B/S risk

Aggressive asset allocation could be investors’ concerns

Zhong An has a relatively more aggressive portfolio asset allocation strategy,
with 84% allocation to moderate to high-risk assets as of Dec 2016 vs its Chinese
peers’ 55% on average. Its bond portfolio consists of nearly all corporate bonds,
with very limited allocation to lower-risk government and financial bonds. Zhong
An’s high exposure to funds and stocks (22%; highest among peers) and WMPs and
trusts (20%; similar to NCI’s level) could also raise concerns about its balance-
sheet risks.

Fig 40: Zhong An’s asset allocation vs its Chinese peers (Dec 2016)

@ KimEng

Ping An Ping An PICC

PICC

China Life Insur Group CPIC Group P&C NCI CTIH Average  Zhong An
Low risk 47% 51% 48% 41% 32% 38% 39% 40% 45% 16%
Cash & deposits 24% 17% 18% 16% 18% 25% 14% 16% 19% 16%
Govt bonds 17% 17% 15% 10% 2% 3% 9% 11% 13% 0%
Financial bonds 6% 17% 16% 15% 12% 9% 16% 14% 13% 0%
Moderate risk 27% 25% 24% 36% 31% 26% 20% 34% 26% 37%
Corp bonds 20% 12% 11% 25% 16% 17% 11% 11% 15% 37%
Policy loans 4% 3% 2% 3% 0% 0% 4% 6% 3% 0%
Debt schemes 3% 7% 10% % 13% % 5% 13% 8% 0%
Invest properties 0% 2% 1% 1% 1% 1% 1% 4% 1% 0%
High risk 26% 24% 28% 23% 37% 37% 41% 26% 28% 46%
Funds & stocks 10% 9% 8% 8% 15% 15% 11% 7% 9% 22%
Unlisted equities* 8% 6% 6% 3% 13% 12% 6% 6% 7% 0%
WMPs & trusts 6% 8% 6% 7% 8% 9% 20% 3% 7% 20%
REPOs & others 2% 1% 9% 6% 0% 0% 4% 9% 4% 3%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Source: Company data, Maybank Kim Eng estimates. *Including associates & JVs
Volatile investment results; lowest net investment yield among peers
Zhong An’s high reliance on stock capitalised gains also led to its volatile
investment results. Gross investment yield fell to only 1.7% in 2016 from 12.6% in
2015 due to weak A-share market performance. Zhong An’s net investment yield
was the lowest among peers in 2016 (1.8% vs peers’ 4.2-6.0%). This could be
partly due to its preference for trading stocks vs investing in high-dividend
equities.
Fig 41: Zhong An’s investment yields (2014-16) Fig 42: Zhong An’s 2016 net investment yield vs peers
Net investment yield Gross investment yield Net investment yield
15% 10%
12.6%
12% 1 ™ 6.0%
6% | 4 6m 5.4%  5.5% wa
9% 1 7.3% 4.2% 4%
4% -
6% - s 1.8%
2% - : :
3, 2-2% 1.7% 1.8% 1.7% 0% . . . . . . A
China PingAn CPIC PICC PICC NCI  CTIH Zhong
0% T T Life  Insur Grp  P&C An
2014 2015 2016
Source: Company data Source: Company data, Maybank Kim Eng
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The illustrations below show Zhong An’s sensitivity to interest rates/equity prices:

Fig 43: Total equity sensitivity to interest rates...

@ KimEng

Fig 44: ..., and pre-tax profit sensitivity
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Fig 45: Total equity sensitivity to equity prices...

Fig 46: ..., and pre-tax profit sensitivity
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7.  Capital strength

Zhong An has a strong capital position with both the C-ROSS core and
comprehensive solvency ratios at over 600% during Dec-15 to Mar-17, significantly
above the regulatory minimum level of 100%. The insurer’s capital position is also
well above other leading P&C insurers in China. The proceeds from the pending
HK listing should further strengthen Zhong An’s capital position.

Fig 47: Zhong An’s C-ROSS solvency ratio

Fig 48: C-ROSS comprehensive solvency ratio (Mar-17)
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8. Valuation

On 30 Jun, Reuters reported that Zhong An plans to raise USD1.5b in its HK IPO,
citing people familiar with the plans. However, the insurer’s Application Proof

filing does not provide disclose on its potential fundraising size or valuation.

In Jun 2015, the insurer completed its Series A fundraising with total proceeds of
CNY5.8b, which implied a group valuation of CNY29.8b (USD4.4b) or 2016 PBR of

4.3x vs PICC P&C’s 1.6x based on our calculation:

Fig 49: Zhong An’s valuation implied by Series A fundraising

No. of shares

Consideration

Investors (m) (CNYm) Ownership
Socurities Products LLC 3t 2 L
CICC Securities (HK) Limited 31 750 2.52%
CDH Avatar, L.P. 62 1,488 5.00%
Keywise ZA Investment 61 1,469 4.93%
Equine Forces Limited Partnership b5 1,331 4.47%
Series A investors - total 241 5,775 (A) 19.40% (B)
Zhong An’s Implied valuation (A / B) 29,775

Source: Company data

Fig 50: Zhong An’s valuation multiple implied by Series A fundraising

(CNYm) 2014 2015 2016
Book value 1,021 6,898 6,859
GWP 794 2,283 3,408
Net profit 37 44 9
P/B (X) 29.2 4.3 4.3
P/GWP (x) 37.5 13.0 8.7
P/E (X) 805 673 3,177

Source: Company data, Maybank Kim Eng
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as
an offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate
and that each security’s price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental
ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and
volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns may be less than
the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment
advice and does not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read
this report. Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment
strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank
Investment Bank Berhad, its subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of
this report by MKE and it should not be relied upon as such. Accordingly, MKE and its officers, directors, associates, connected parties and/or employees
(collectively, “Representatives’) shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this
report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”,
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might”
occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us
and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking
statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims any obligation to update or
revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence

of unanticipated events.

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law,
from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit
business from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other
investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. One or more directors,
officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent permitted by law.

This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in
whole or in part in any form or manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for
the actions of third parties in this respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only
under such circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on
geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental
ratings as technical valuations apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia
Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank
KERPL”) in Singapore has no obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact
Maybank KERPL in Singapore in respect of any matters arising from, or in connection with, this report. If the recipient of this report is not an accredited
investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), Maybank KERPL shall be legally
liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank
Kim Eng Securities (Thailand) Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) accepts no liability
whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research reports of MBKET Institutional and Retail Research
Department may differ in either recommendation or target price, or both. MBKET Retail Research is intended for retail investors (http://kelive.maybank-
ke.co.th) while Maybank Kim Eng Institutional Research is intended only for institutional investors based outside Thailand only.

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange of Thailand
and the market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the
perspective of a third party. It is not an evaluation of operation and is not based on inside information. The survey result is as of the date appearing in the
Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does not confirm nor certify the
accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made
in order to comply with the policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission.
Thaipat Institute made this assessment based on the information received from the listed company, as stipulated in the form for the assessment of Anti-
corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), or other relevant documents or reports of such listed
company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment of operation and is not
based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after
that date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or certify the accuracy and completeness of
the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA™), a broker-dealer registered in the US (registered under
Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne
by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it
available to you. You should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you
under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned
within must do so with: Maybank Kim Eng Securities USA Inc. 777 Third Avenue 21st Floor New York, New York 1- (212) 688-8886 and not with, the issuer of
this report.
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UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL™’) which is authorized and regulated, by the Financial Conduct
Authority and is for Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial
Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for the recipients convenience only, and that the firm does not take any
responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this report should be considered as
constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in
Singapore by Maybank KERPL (Co. Reg No 198700034E) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities
(“PTMKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the Financial Services Authority (Indonesia).
Thailand: MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and
Exchange Commission. Philippines: Maybank ATRKES (Reg. No0.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities
and Exchange Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of
Vietnam. Hong Kong: KESHK (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited
(“KESI”) is a participant of the National Stock Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of
India (“SEBI””) (Reg. No. INZ000010538). KESI is also registered with SEBI as Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg
No: INHO00000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA - Broker ID 27861. UK: Maybank KESL (Reg No 2377538)
is authorized and regulated by the Financial Services Authority.

Disclosure of Interest

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further
act as market maker or may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment
banking services, advisory and other services for or relating to those companies.

Singapore: As of 7 July 2017, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the
research report. Therefore, Investors should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected
parties and/or employees may from time to time have interests and/or underwriting commitments in the securities mentioned in this report.

Hong Kong: KESHK may have financial interests in relation to an issuer or a new listing applicant referred to as defined by the requirements under Paragraph
16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission.

As of 7 July 2017, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market
in issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or
investment services in relation to the investment concerned or a related investment and may receive compensation for the services provided from the
companies covered in this report.

OTHERS

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part
of the research analyst’s compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.
Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are
capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial
and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility and the
credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct its own analysis of the product and
consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.

Definition of Ratings

Maybank Kim Eng Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (excluding dividends)
HOLD Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)
SELL Return is expected to be below -10% in the next 12 months (excluding dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment
ratings as we do not actively follow developments in these companies.
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