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Snooping around- a visit to Lufax, PPDai,
Ant Financial, Huifu Payment

o Lufax is benefitting from concentration effect
amid P2P compliance with expanding scale to
drive profit

e PPDai (PPDF US) eyeing large-ticket loans to
diversify product offering

e AntFinancial is adjusting its model to adopt the
new policy on reserve fund/ABS on-BS rule

e Huifu Payment (1806 HK) will benefit from small
merchants’ offline payment and cross-border
payment services

We visited Lufax, PPDai, Ant Financial, and Huifu Payment to
gain a better understanding of their business models. The key
takeaways are as follows.

Lufax (non-listed) - An unbeatable champion. As the largest
online lending/WMP platform in China, Lufax is set to benefit
from the market consolidation from the P2P compliance
process, where both borrower/investor migrate to safer
platforms such as Lufax. A continuous growth in user base and
loan origination point to increasing benefits from economies of
scale, which would enhance Lufax's profitability ahead. Based
on the management, its IPO is likely to take place in 2H19.

PPDai (PPDF US) - King of online small-ticket loans. As the first
P2P platform in China, PPDai has accumulated vast personal
credit data through providing small-sized loans since its
inception. With industry consolidation, PPDai will benefit as
unqualified platforms currently providing small-sized loans
withdraw from the market. PPDai is expanding its offering to
offer large-ticket loans and the learning curve may take one-to-
two years based on the loan cycle, in our view.

Ant Financial (non-listed) - Adjusting for a better future. Ant
Financial is adjusting its business model to adopt the new
regulatory requirement on Customer Reserve Fund and asset-
backed securities (ABS) on-balance sheet calculation.
Adjustments include diversifying its funding sources to leverage
on MyBank, and tap on institutional funds. Despite near-term
eamings slowdown, its impressive scenario-based ecosystems
underpins its positive long term outlook.

Huifu (1806 HK) -
With rising mobile POS adoption among small merchants in
China's tier 3-4 cities, Huifu, a unique independent payment
service provider focusing on acquiring services, is set to benefit
from the trend. Pricing competition has eased thanks to the
new Customer Reserve Fund rule, implying more stable
pricing/margin in the future. Its cross-border payment business,
which is small currently, is set to serve as another long-term
earnings driver.

Mobile POS/Cross-border services are drivers.
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Lufax (non-listed)- An unbeatable champion

The largest online lending/WMPs platform in China. Backed by
PingAn (2318 HK, BUY) and set up in Sep 2011 in Shanghai,
Lufax operates a one-stop online financial services platform,
ranging from personal lending services (PingAn Puhui), wealth
management (LU Funds), and institutional trading (CQFAE and
SQFAE) with eamings contribution at 70%/30%/ breakeven in
1H18. Lufax has 8.8m active borrowers and RMB314bn
outstanding loans (50/50 funding from retail investors/Fls) for
personal lending services, while it has 9.9m active investors on
its wealth management product (WMP) platform and
RMB385bn AUM with more than 5K products in partnership
with 300+ financial institutions.

CQFAE works with the Chongging government to provide debt
financing services on its matchmaking trading platform, while
SQFAE operates a distressed assets and cross-border

transaction platform. In 2017, Lufax established LU
Interational. It expanded its footprint to Southeast Asia ,
when it acquired a Capital Markets Services (CMS) license in
Singapore to provide online wealth management and
consumer lending services in Vietnam and Indonesia.

Fig 1: Lufax’s Puhui and P2P apps

Fig 2: LU Funds app
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Fig 3: Lufax’s business structure
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Broad range of personal financing services. Lufax offers three
types of online lending products, including secured loans with
house as collateral, unsecured loans, and iLoans which forms
45%/45%/10% of its loan portfolio, with annual percentage
rate (APR) charges of 20%/29%/27% respectively. The average
duration for secured and unsecured loans is 36 months and the
average ticket size is RMB500K for the former and RMB200K
for the latter. Similar to Ant Finanacial’s Jiebei, iLoan provides a
revolving loan of amounts less than RMB50K. Breaking down
the APR, reserve fund is charged 7-8% which is backed by
insurance companies, investors seeking 7-7.5% retumn, and the
rest is Lufax’s fee income.

The funding source for secured loans is banks, while for
unsecured loans, it is mainly from P2P retail investors. By
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leveraging on Puhui’s 13-year offline lending experiences and
borrowers’ behavior data, Lufax’'s average charge-off rate is
4%, with a default rate of less than 2%/5% for secured/
unsecured loans. Contracts with insurance companies are
renewed annually, and credit guarantee fees are low as Lufax
has a relatively stable charge-off rate. Lufax is considering to
use Lending Club (LC US)’'s business model which allows
investors to decide on whether to buy insurance to protect
their investments. Investors could enjoy higher retums through
taking their own risk without insurance protection.

Fig 4: Lufax’s unsecured loan APR/charge-off rate
compared to peers

valuation to US$18.5bn. Lufax targets to achieve a market cap
of US$50-60bn post IPO.

Fig 5: Lufax’'s key operating matrix
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IPO likely in 2H19. Dueto the P2P compliance process, Lufax’s
IPO schedule has been delayed from 1H18 to 2H19. Lufax
believes the recent P2P turmoil amid the shut-down or clean-
up of medium-small platforms was due to :1) the duration
mismatch between investors/borrowers, 2) providing corporate
loans instead of consumer loans, and defaults were impacted
by the liquidity crunch as a result of deleveraging, and 3)
reliance on upfront fees for revenue, which is highly related to
new loan sales. Thus, once loan facilitation slowed, P2P’s
operating cashflows were impacted. Lufax thinks only 200-300
platforms would survive at the end of the day, vs 1.5K-1.6K
platforms currently.

Its WMP platform meets the regulatory requirement that no
non-standard WMPs are listed on its platform, from 30%
previously. This is the reason that its WMP's AUM dropped by
16.6% h-o-h to RMB385bn in 1H18, despite the increase in
active investors by 11.7% h-o-h to 9.9m. Lufax has completed
two rounds of fundraising, A-round of US$292m in Dec 2014
and B-round of US$1.216bn in Jan 2016 which brings Lufax’s

Lufax's operating matrix 2014 2015 2016 2017 1H18

Number of users (*000)

Registered users 5120 18,310 28,380 33,830 36,840
yoy 258% 55% 19% 18%

Active investor users 340 3,630 7,400 9,610 9,900
yoy 968%  104% 30% 29%

Borrowers (Puhui) n.a. 1,240 3,770 7,490 8,790
yoy 204% 99% 59%

Trading volume (Rmb bn)

Wealth management* 83 646 1,536 2,117 925
yoy 681% 138% 38% -16%

Institutional trading 168 879 4,200 5,382 n.a.
yoy 422% 378% 28%

New loans (Puhui) 30 48 173 344 177
yoy 60% 258% 99% 1%

Asset/loan under managed (Rmb bn)

Asset under management n.a. 251 438 462 385
yoy 75% 5% -25%

Loans under management n.a. 42 147 288 314
yoy 251% 97% 39%

Source: Company, DBS HK

Fig 6: PingAn'’s earnings from internet finance is largely
from Lufax
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PPDai (PPDF US, NR)- King of online small-ticket sized
loan

The first P2P platform in China. Established in 2007 in
Shanghai, PPDai (PPDF US) is the first P2P platform in China to
provide small ticket loans averaging RMB3-4K with a short
duration of 9-10 months in China. Loan origination volume
reached RMB29.1bn (+7.8% y-o0-y)in 1H18 and the cumulative
number of borrowers/investors on its platform stood at
12.4m/614K as of June 2018. PPDai charged borrowers 33%
APR and provided 11% retums forinvestors in 1H18. The
slowdown in loan origination (2017 loan origination was up
230% y-o-y toRMB65.6bn) was mainly due to Shanghai
govemnment placing a cap on the loan facilitation value from
retail investors at June 2017’s level until P2P compliance
processes are completed.

On the new “108 rules” announced in mid-Aug that required
all P2P platforms to undergo local/national govemnment checks
before the end of Sep/Oct, PPDai stated that the new rule is no
different to Shanghai government’s previous “168 rules” and it
has almost met all the requirements. Despite that the final list
of qualified P2P platforms may be announced in early 2019,
the management believes all platforms should know whether
they have passed the P2P checks by the end of 2018, and this
should be a key factor for investors to monitor in our view.

Fig 7: PPDai’s app
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Fig 8: PPDai’s loan origination trend
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Predicting credit risk accurately is important. Breaking down
PPDai's 33% APR charge into 11% return for investors, 10-
15% on average for quality assurance fund (QAF), the rest is its
fee income. PPDai’s current take rate is around 6.3% implying
that the QAF contribution rate is towards the upper range
where pricing is always higher than the default rate. PPDai’s
QAF is protected ~80% of loans, which are originated on its
platform, up from the previous 50-60%, by taking over the
investor reserve fund (IRF) which was closed in Jan 2018. The
QAF is now held by Sino Guarantee, a third-party guarantee
company. PPDai's charge-off rate (default rate) used to be at 4-
6%, however, the management has stated that the new norm
for its credit risk should be 6-8% as the previous low default
rate was masked by rapid loan growth.

The notion for PPDai is to predict borrowers’ credit risk
accurately, and to bear the risk as long as it is reasonable.
Despite PPDai sharing its credit data with Baihang Credit,
China’s first unified credit reporting platform for the online
lending platform sector, the advantage that PPDai has is talent
and culture, rather than abundant data, as it cherry picks the
variables to use to assess risk management, which is key.
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Fig 9: PPDai’s charge-off rate
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Shifting to large ticket loans. PPDai launched a new product
with loan size of RMB20K and duration of 12-24 months,
similar to Yirendai's (YRD US) online lending model. This is still
in the testing stage and the company expects demand for the
product to grow faster once its loan balance cap is removed.
The target borrowers for large-ticket loans are required to have
credit record data at China Credit Reference Center (CCRO),
which is the same requirement as large-ticked loan providers
such as Yirendai and Hexindai (HX US). PPDai Is expanding its
borrower segment from near-prime to prime.

In terms of competition, given that PPDai's APRis priced higher
than ATJ (Alibaba (BABA US), Tencent (700 HK), JD(JD

—1Q15 2Q15 3Q15==4Q15 1Q16 2Q16 ====3Q14 . . . .
US))/banks, the direct competitors would be Lufax and Yirendai.
e Q16 e 1 Q 17 e 2Q 17 3Q17 e 4Q 17 e 1Q 18 i ; )
However, as borrowers’ profiles for large-ticket and small-ticket
Source: Company, DBS HK loans are totally different, it would take time to accumulate the
required data and assess credit risk. Management expects the
learning curve would take six months to one year, however, we
think the leamning process may take at least one to two years in
tandem with the lifecycle of the loan.
Fig 10: PPDai’s key matrix
PPDai's operating matrix 2014 2015 2016 2017 1Q18 2Q18
Total loan origination (RMBr 1,300 5,120 19,878 65,614 12,349 16,761
yoy 293.8% 288.3% 230.1% 17.1% 1.6%
Average loan size (Rmb) 2,795 2,470 3,066 3,212
yoy -11.6%  24.9%  40.6%
# of unique borrower (K) 136 463 3,376 8,730 2,501 3,252
yoy 240.4% 629.2% 158.6% 2.7% -14.9%
Repeat borrowinr rate 55.7% 55.6% 68.9% 3%
yoy 0.1%  13.3%  12.6% 5.0%
Source: Company, DBS HK
Fig 11: PPDai’s balance sheet
Balance (RMBm) 2015 2016 2017 1Q18 2Q18
Cash 92.5 404.7 1,891.1 1,476.2 2,485.1
Restricted cash 269.8 802.9 2,392.6 2,563.7 2,362.0
Short-term investments 34.5 260.0 1,958.9 2,261.9 1,440.5
Quality assurance fund receivable 115.5 286.8 1,152.8 1,325.3 2,043.4
Loans receivable, net 91.4 28.2 681.8 656.7 784.3
Other 1333 364.7 526.5 875.6 1,062.3
Total assets 736.9 2,147.3 8,603.7 9,159.4 10,177.6
Short-term borrowings and interest payables 20.0 - - 52.1 30.0
Payable to platform customers 176.2 421.7 1,114.0 1,241.0 689.0
Quality assurance fund payable 125.7 473.7 2,062.8 2,280.6 3,248.9
Provision for payment to investor reserve fund inv - - 107.7 107.7 107.7
Deferred tax liability - - 15.9 15.9 15.9
Other 146.7 479.7 1,621.1 1,201.2 1,256.7
Total liabilities 468.5 1,375.1 4,921.5 4,898.6 5,348.1
Total equity (including mezzanine equity & non-¢  (317.4) (438.4) 3,682.2 4,260.9 4,829.5

Source: Company, DBS HK
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Fig 12: PPDai’'s income statement

P&L (RMBm) 2015 2016 2017 1Q18 2Q18
Loan facilitation service fees 164.3 911.4 2,843.3 620.8 753.3
Post facilitation service fees 8.0 126.8 668.8 227.2 205.9
Other revenue 25.1 170.4 491.4 68.8 88.2
Expected discretionary payment to IRF investors - - (107.7) - -
Total operating revenue 197.4 1,208.7 3,895.8 916.8 1,047.3
Net interest income/(expense) and loan provision (1.7) 7.1 (15.2) 27.0 12.5
Total revennue 195.7 1,215.8 3,880.6 943.8 1,059.8
Origination and servicing 99.4 349.9 890.2 221.8 207.1
Origination and servicing- related party - 38.3 84.4 25.3 27.6
Sales and marketing 125.4 353.0 788.3 151.1 194.3
General and administration 115.9 237.8 588.7 145.5 161.5
Profit / (loss) from operations (145.1) 236.8 1,529.2 400.1 469.3
Gain from quality assuarance fund 42.4 100.0 5.9 59.7 151.1
Realized gain from financial guarantee derivative: 19.55 32.00 169.10 (45.22) (101.89)
Fair value change of financial guarantee derivativ. 15.76  146.65 (383.06) 71.53 196.54
Gain from disposal of subsidiary - 20.61 - - -
Other income, net (0.37) 13.68 36.53 46.03 50.75
Net (loss)/income before income taxes (67.8) 549.8 1,357.6 532.1 765.8
Income tax expenses/(benefit) 4.4 48.3 274.7 94.6 158.0
Net (loss)/income (72.1) 501.5 1,082.9 437.6 607.8

~ Net income/(loss) attributable to ordinary sharehc (180.9) (60.5) (1,990.6) 439.0 607.8
EPS (1.4) (0.5) (12.8) 1.5 2.0

Key raitos
Operating margin -74.1%  19.5% 39.4% 424%  44.3%
EBITDA margin -54.6%  38.0% 35.4% 50.1% 58.0%
Pre-tax profit margin -34.6% 45.2% 35.0% 56.4% 72.3%
Net margin -36.9% 41.2% 27.9% 46.4% 57.3%

As % of loan origination

Net revenue to loans facilitated 3.8% 6.1% 5.9% 7.6% 6.3%
Other operating cost to loans facilitated 4.2% 3.1% 2.4% 3.2% 2.4%
PBT to loans facilitated -1.3% 2.8% 2.1% 4.3% 4.6%
Net income to loans facilitated -1.4% 2.5% 1.7% 3.5% 3.6%

Source: Company, DBS HK
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Ant Financial (non-listed)- Adjusting for a better future

From payment giant to financing services. Starting with Alipay
services, which was launched in 2004, Alibaba’s buyers/sellers
on Tmall/Taobao rely on payment services to guarantee e-
commerce transactions, from collecting to making payments
for merchants. In 2014, Alibaba set up Ant Financial which has
consolidated Alipay and expanded into financing services, incl.
personal lending (Huabei/Jiebei) and small and micro loans
(MyBank), as well as Zhima Credit. With a consumption-based
scenario model, AntFinancial plays an important role in
Alibaba’s ecosystem from digital payment, consumer finance,
wealth management, insurance, to credit scoring (Zhima
Credit) to serve consumers in China with over 500m monthly
active users (MAU).

MyBank, one of the five privately owned banks to obtain a
banking license from CBRC in 2014, provides pure online
services from account opening to small and micro loan
financing to serve SMEs. Since inception, MyBank has served
5.71m SMEs with average loan size of RMB28K. MyBank is
leveraging on Ant Financial/Alibaba’s cloud-computing
techniques with developing big data, artificial intelligence and
facial recognition to facilitate lending services. In 2017,
MyBank's assets/liabilities reached RMB78.17bn/ RMB73.5bn
(+27%/+28% y-o-y)with loans/deposits of
RMB31.6bn/RMB25bn  (-4%/+8% y-0-y).

In 2017, the CBRC allowed MyBank to expand in the bond
financing, interbank deposit/borrowing, and asset-backed
securities (ABS) markets. Through MyBank, Huabei/J iebei's ABS
issuance has been able to leverage up, as online consumer loan
license only allows 2.3x leverage, vs banking license’s 11-12x.
Huabei and Jiebei provide small-ticket unsecured consumer
loans mainly through the Alipay app to acquire borrowers with
loan tenure of less than 12 months. In 2017, the value of
Huabei/J iebei’'s ABS issuance increased 3.8x y-o-y to
RMB261bn.

Fig 13: Consumption-based scenario model

Fig 14: Ant Financial ABS issuance by quarter
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MyBank focuses on small-micro corporate loans and expanded
into the interbank market in 2017, while WeBank (owned by
Tencent (700 HK)) is focused on consumer unsecured loans
through Welidai, offering loans of RMB500-RMB300K. As the
nature of their business models are different, this is reflected
on their financials - MyBank’s loan growth declined 4% y-o-y
to RMB32bn in FY17,vs WeBank +50% y-o-y to RMB45bn,
while MyBank's net profit was up 28% y-o-y to RMB402m, vs
WeBank +263% y-o-y toRMB1.5bn. As WeBank offers
consumer credit loans and the segment was booming in FY17,
its earnings growth was aligned with other fintech companies.
Despite MyBank helping Huabei/Jiebei issue ABS for consumer
credit loans, this very likely only contributed to MyBank's fee
income (+225% y-o0-y to RMB565m) while the profits of
Huabei/Jiebei were not consolidated.
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Fig 15: MyBank (Ant Financial) vs WeBank (Tencent) Income statement

Internet bank name MyBank WeBank

Income Statement (Dec-end, RMB mil) FY15 FY16 FY17 FY15 FY16 FY17
Interest income 366 3,689 5,613 307 2,533 6,539
Interest expense (166) (1,285) (1,910) (112) (698) (2,144)
Net interest income 200 2,405 3,703 195 1,835 4,396
Fee and commission income 0 195 736 42 624 3,136
Fee and commission expense (0) (21) (171) (15) (62) (862)
Net fee and commission income 0 174 565 27 562 2,274
Investment gains/(losses) 1 1 1 4 52 41
Other operating income 53 58 5 2
Other gain/(losses) 0 -1 0 35
Total operating income 253 2,637 4,275 226 2,449 6,748
Taxes and surcharges (16) (66) (42) (10) (46) (69)
Operating and administrative expenses (154) (1,150) (3,300) (706) (1,271) (2,699)
Impairment losses on assets (127) (967) (423) (111) (824) (2,242)
Other operating expenses (48) (51) - 0 0 0
Total operating expenses (345) (2,234) (3,765) (828) (2,140) (5,010)
Non-operating income - 2 2 20 25 6
Non-operating expenses 0 (0) (0) (0) (2)
Profit before income tax (92) 404 512 (582) 334 1,741
Income tax expense 23 (89) (108) (2) 67 (293)
Profit after tax (69) 316 404 (584) 401 1,448
Other comprehensive income, net of tax

Gains /(losses) arising from changes in fair value of AFS financial 0 0 -2 1 0 11
Total comprehensive income (69) 316 402 (583) 402 1,459
Net Interest income / operating income 79% 91% 87% 87% 75% 65%
Net fee income / operating income 0% 7% 13% 12% 23% 34%
Cost-income 67% 46% 78% 317% 54% 41%
credit cost (bps) 174 294 134 296 276 499
Net interest margin n.a. 5% 5% n.a. 6% 7%
Funding cost n.a. 3% 3% n.a. 2% 4%
Net interest spread n.a. 3% 4% n.a. 3% 5%
NPL ratio (%) n.a. n.a. 1.2% n.a. 0.3% 0.6%
Capital adequacy ratio (%) 18.5% 11.1% 13.5% 36.5% 20.2% 16.7%
ROA (%) n.a. 1% 1% n.a. 1% 2%
ROE (%) n.a. 8% 9% n.a. 2% 5%
Source: Company, DBS HK
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Fig 16: MyBank (Ant Financial) vs WeBank (Tencent) Balance sheet

Internet bank name MyBank WeBank

Balance Sheet (Dec-end, RMB mil) FY15 FY16 FY17 FY15 FY16 FY17
Cash and due from central banks 991 7,784 31,629 1,996 6,308 14,549
Due from banks and other financial institutions 491 1,820 4,868 34 1,617 1,401
Placements with banks and other financial institutions - - - - 2,000 70
Financial assets at fair value through profit or loss 0 105 - - 182 217
Financial assets held under resale agreements - - - - 900 5,562
Interest receivable 167 525 253 47 315 442
Loans and advances to customers 7,287 32,891 31,636 3,764 29,862 44,920
Available-for-sale financial assets - - 3,363 341 2,299 5,540
Financial assets classified as receivables 21,000 17,000 5,560 3,220 7,809 1,799
Fixed asset 101 68 63 19 34 36
Intangible assets 116 76 36 34 49 2,493
Deferred tax asset 23 202 297 - 145 318
Other asset 69 1,051 465 167 475 4,356
Total Assets 30,245 61,522 78,171 9,621 51,995 81,704
Due to banks and other financial institutions 26,000 17,988 38,088 6,009 35,347 45,213
Placements from banks and other financial institutions - 500 800 500 2,040 -
Financial liabilities at fair value through profit or loss - 1 - - 182 217
Financial assets sold under repurchase agreements - - - - 1,148 1,489
Customer deposits 0 23,212 25,168 145 3,297 5,336
Employee benefits obligations 17 34 44 176 315 569
Taxes payable 14 256 198 4 146 297
Interest payable 64 174 614 25 397 563
Bonds issued - 14,253 1,964 - 1,985 17,036
Other liabilities 217 859 6,624 335 434 2,653
Total Liabilities 26,314 57,276 73,500 7,194 45,292 73,372
Share capital 4,000 4,000 4,000 3,000 4,200 4,200
Capital reserve - - 22 - 2,675 2,844
Other comprehensive income - - (2) 1 1 12
Surplus reserve - 20 66 1 1 322
General reserve - 164 285 9 9 953
Retained earnings (69) 63 300 (584) (182) -
Total Equity 3,931 4,247 4,671 2,427 6,704 8,332

Source: Company, DBS HK

Heavily impacted by recent regulation. Asmajor players such as
Alipay and TenPay have expanded rapidly, recent regulation
concerning third-party payments has focused on containing
operational risks, protecting consumer rights, and reining in
leveraging. A large impact is on the third-party customer
reserve fund, as the latest requirement is that 50% of the
client reserve fund has to be deposited into a centralised
account under PBOC supervision from April 2018, increasing to
100% in 2019, and the funds under PBOC supervision

generate no interest. On our estimates, Ant Financial’s
~RMB5bn interest income (based on RMB250bn deposit with
banks offering 2%) from idle reserve fund will disappear.

Secondly, online micro-finance lenders using asset-backed
securities (ABS) as a funding source would need to include the
securitisation amount and liability on the balance sheet when
calculating the regulatory restricted leverage ratio cap of 2.3x.
This has greatly affected Ant Financial's consumer finance
company which operates Huabei and Jiebei, which previously
used ABS as an off-balance sheet funding source to boost
lending, in our view. With restrictions on ABS issuance,
Huabei/J iebei is shifting to “platform” model, seeking
institutional funding, i.e. syndicated loans. Lastly, Zhima Credit,
a private credit scoring company developed by AntFinancial,
would not be able to be monetised given that PBOC has

8DBS
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already set up Baihang Credit which is China’s first official
private credit scoring company, in May 2018. Baihang Credit
will be able to collect and store personal credit information
from online lending companies as well as create credit reports
and ratings.

As a result of various regulatory impacts in 2018, Ant Financial
is basically resorting to go “global” and internationalise itself,
creating the next growth driver. The last round of funding in
June 2018 raised RMB10bn mainly for overseas expansion,
adopting “9+1 strategy " targeting the South-East Asia
market, including Singapore, South Korea, the Philippines,
Vietnam, Malaysia, Thailand, Indonesia, India, and Pakistan.
The current valuation of Ant Financial has reached RMB150bn
from RMB60bn in 2016.

Data is key for its credit model. Basically, a credit model’s
accuracy is 80% decided by data, including where/how to
acquire and which variables to use, and 20% by R&D talents.
Banks' borrower profile is purely based on PBOC's credit
report, which is an advantage to banks as only they can access
the credit reports when expanding into consumer loan
business. In addition, banks are able to easily conduct identity
authentication when customers open accounts which could
lower the incidence of frauds. The P2P platforms face
challenges on 1) how to perform identity verification as all the
processes are done online, 2) difficult to avoid multiple lending
as there is no central credit database. Traditional consumer
finance companies conduct lending largely through offline
channels, thus the major risk they face is “operational” risk,
such as loan collusion. The P2P players try to solve these
difficulties mainly through the use mobile apps to verify
identification, such as GPS information to cross-check
home/work address, capture other apps’ information, i.e. other
P2P apps, and messages related to loan collection etc, as part
of its credit risk assessment process.

The major risks for consumer finance are fraud and credit risk,
while three vital components required to assess credit scores,
including scenario, borrower segment and operating processes.
Ant Financial, with its advantage of having a consumption-
based ecommerce platform and Alipay ecosystem, leverages on
Zhima Credit for credit screening of potential borrowers.
Borrowers with Zhima Credit score lower than 600 are
automatically rejected by Jeibei/Huabei. Despite Alipay
requiring all customers to register with an ID and phone
number, this is not a 100% fraud-free mechanism. Thus, the
better way to lower risk is to provide a small loan amount, such
as RMB500, for the first-time borrowers, and gradually increase
the loan quota once a borrower acquires good credit record.
Huabei's NPL of ~1.3% and MyBank’s 1.2% are much better
than other online lending players.

Fig 17: Huabei's delinquency rate/charge-off rate

Installment duration Loan outstanding Delinquency rate Charge-off rate

(month) (Rmb bn) (M1+) (M3+)
1 50.94 0.78% 0.51%
3 6.74 1.94% 1.26%
6 6.27 1.69% 1.15%
9 3.84 2.34% 1.69%
12 21.54 4.20% 3.10%
Total 89.32 1.83% 1.29%

Source: WDZJ, DBS HK; data as of June 2017

Huifu Payment (1806 HK, NR)- Mobile POS/Cross-border
the driver

Established in June 2006, Huifu Payment is the leading
independent third-party payment service provider for micro
and small merchants in China, with market share estimated to
reach 5.5%, serving 7.4m+ micro and small merchants mainly
located in China's tier-3 to tier-4 cities. Its payment services
focus on merchant-side (mainly payment acquiring services), as
compared to Intermet payment giants, such as Alipay and
WePay, that focus more on consumer-side of payment services.
Huifu’s revenue model includes a) merchant payment services,
and b) fintech enabled services; merchant payment services
accounted for 97% of total revenue in 1H18, up 1.3x y-o-y,
and served as the main growth driver.

F ast growing independent payment service provider

Huifu's merchant payment services comprises of 5 revenue
lines, which are: a) Mobile POS services (83% of merchant
payments) — providing aggregate pay ment acquiring services, b)
internet payment services (10% of merchant payments) —
providing internet payment acquiring service, ¢) mobile
payment services (4% of merchant payments) — providing
mobile payment processing service mainly for industry verticals,
d) POS services (3% of merchant payments) — providing both
hardware/software to merchants to be able to accept bank
card payments, and e) cross-border payment services (1% of
merchant payments) — service was launched in 2016 to provide
both in-bound/out-bound payments and FXsettlement services
for purchases placed on domestic/foreign e-commerce
platforms (see figure 18-19). Among the 5 revenue lines,
Mobile POS payment and cross-border payment services are
future main growth drivers.

8DBS
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Fig 18: Huifu's POS payment services flow chart
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Source: Huifu, DBS HK

Fig 19: Huifu’s revenue breakdown by type

substantial. Huifu indicated its merchant conversion rate will be
maintained at acquiring 2m to 3m new customers per year
during 2018 to 2019, while its previous target of reaching a
10m merchant customer base by 2020 should easily be
reached. Riding on the back of the fast merchant conversion
rate, its Mobile POS service revenue posted 307% CAGR
during 2015-17, grew by 185% y-0-y and accounted for 81%
of total revenue. We believe Huifu's mobile POS service will
continue to serve as a main driver in the future.

Fig 20: Huifu’s SuPay APP and interface
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Mobile POS services - the main growth driver

Huifu launched its integrated Mobile POS payment services
solution, SuPay, in 2015, to provide integrated payment
acquiring services to China’s micro and small merchants mainly
located in tier 3 to tier 4 cities. Its integrated POS machine
enables merchants to accept a wide range of electronic
payment methods, ranging from credit/debit cards, NFC (Near-
Field Communication), Bluetooth and QR code payments. Its
SuPay solution not only provides timely (T+0) account
settlement services, but also offers merchants account
management and loan facilitation related valued-add services,
which enables and helps merchants to better optimise their
cash management (figure 20).

According to Huifu, the number of mirco and small merchants
in China has reached 80m, whereas only 7.4m+ of these small
merchants (up from 5.8m in 2017) are currently Huifu's
customers. This implies the domestic addressable market is
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Source: Huifu, DBS HK

Cross-border payment services a growing spot

Huifu is the first payment service provide to obtain a cross-
border payment licence in China, and commenced its cross-
border payment services in 2016. At present, Huifu focuses
primarily on cross-border e-commerce payment services, which
includes a) inbound payment services from overseas consumers
buying goods on China’s domestic e-commerce platforms, and
b) outbound payment services from China consumers buying
goods from overseas e-commerce platforms. Cross-border
payment services include providing customer clearance, FX
settlement, and timely payment settlements (currently at T+2
versus Amazon currently at T+7). lts main operating bank for
cross-border payment is Shanghai Pudong Development Bank
(600000 SH, NR).

Despite the small contribution currently, cross-border payment
services have grown by 14x and 8xin 2017 and 1H18
respectively, but revenue contribution is merely 1%. However,
we believe Huifu is in a good position to expand its share of
cross-border payment services in the future, while it has plans
to expand to capture opportunities from China’s outbound
tourism and overseas education sectors.

8DBS
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Easing industry-wide pricing competition

Prior to March 2016, the pricing mechanism of bankcard
acquiring processing fees in China was set at 70%/20%/10%
between the issuing bank, acquiring service provider, and
UnionPay, whereas total cost to be bormne by merchants set at
0.6% of the transaction value. As the initiative to further
reduce merchants’ transaction cost burden, National
Development and Reform Commission (NDRC) has put in place
new rules : a) setting 0.35% (no more than Rmb13 per
transaction) and 0.45% fee cap on the issuing bank's charge
on credit card and debit card services, respectively, b)intemnet
service fees that UnionPay charges issuing bank and acquiring
service provider has been set at 0.0325% (or no more than
Rmb3.25 per transaction), and c) acquiring processing fee will
be based on market price.

Opening up the market to allow for market pricing with third-
party payment giants, i.e. Alipay and WePay, given the long
history of providing full transaction fee subsidies to merchants
in the past, has led to rising pricing competition in China’s
third-party payment market. This has resulted in industry-wide
POS acquiring service margins contracting during 2016-17 in
China. However, the fierce pricing competition landscape is
expected to alleviate and change going forward driven by the
new “Customer Reserve Fund” rule introduced by the PBOC in
late 2017.

New Customer Reserve Fund rule to ease competition

In December 2017, the PBOC issued new rules goveming third-
party payment service providers’ resulting in the formation of
the “Customer Reserve Fund”. The Customer Reserve Fund
basically covers payments and idle money yetto be paid to
merchants while still remaining within the payment provider's
ecosystem. As the amount of the reserve fund is huge, and
banks are also fighting for such funds to convert to deposits,
banks are now offering interest income to third-party payment
service providers. Given the large payment user base and lion’s
market share of the Interet payment giants, i.e. Alipay and
WePay, the interest income from the Customer Reserve Fund
has served as “free money”, and due to this reason, these
giants are able to continuously and fully subsidise merchants’
transaction fees. According to Huifu, the total Customer
Reserve Fund is about Rmb500bn in size. Taking Alipay for
example, given it has 50% share of China’s payment market,
and assuming banks offer 2% deposit rate to attract such
money, this implies Alipay, or Ant Financial (non-listed), can
potentially receive around Rmb5bn of interest income every
year.

Given that ownership of the Customer Reserve Fundis with the

consumer, rather than third-party payment giants, and to
prevent payment providers from misappropriating such funds,

PBOC is requesting third party payment providers to gradually
place these funds (from 50% in April 2018 to 100% as of
2019) to a depository bank (indirectly to PBOC) where the
depository bank is no longer required to pay interest income to
third-party payment providers.

Huifu believes the new rule will substantially impact the two
Interet giants’ profitability (i.e. AntFinancial losing Rmb5bn of
free money), which in turn will impact its ability to continue to
provide full subsidy to merchants and on the other hand start
charging fees. Therefore, the pricing competition landscape,
especially in payment acquiring services, should end and
management believes its Mobile POS service pricing and
margins will stabilise going forward (figure 21).

Fig 21: Huifu’s gross margin trend by revenue type
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Source: Huifu, DBS HK

Manageable impact on Fintech enabled business

In addition to various third-party payment services, Huifu also
provides software as a service (SaaS), such as account
management and data-driven value-added services to Internet
finance providers (i.e. P2P) and commercial banks. In TH18,
fintech enabled business grew by 29% y-o-y but only
accounted for 3% of total revenue. The market has recently
been concerned on whether China’s P2P tightening measures,
along with continuous P2P industry consolidation, will impact
Huifu's Fintech enabled business growth. We believe the
impact is considered to be manageable given 1) Fintech
enabled business only accounted for 3% of Huifu's total
revenue, and 2) Huifu provides purely software services to its
Internet Finance counterpart, and does not bear any credit risk.
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Fig 22: Huifu’s income statement

Income statement (Rmb m) 2015 2016 2017 1H18
Merchant payment business 479 1,012 1,623 1,357
FinTech enabling business 75 70 100 40
Others 2 13 4 4
Total revenue 556 1,095 1,726 1,400
Cost of revenue (298) 631) (1,159) (1,020)
Gross profit 258 464 567 380
S&M (65) (82) (95) (57)
G&RA (118) (146) (216) (158)
R&D (80) 93) (131) (74)
Operating profit (5) 143 125 91

Net finance costs (2) (15) (22) 4
Share of losses of associates (0) (10) (7) 2

Other expense (75) (72) (65) (12)
Other income or gains 85 94 125 15

Profit before tax 4 140 155 100

Tax expense/(benefit) 1 21 23 (18)
Net income ®) 119 133 83

Minority interest 0 6) (5) (1)
Net income attributable to ordinary shareholders ®) 125 138 82

Source: Huifu, DBS HK
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Fig 23: Huifu's balance sheet

Income statement (Rmb m) 2015 2016 2017 1H18
Merchant payment business 479 1,012 1,623 1,357
FinTech enabling business 75 70 100 40
Others 2 13 4 4
Total revenue 556 1,095 1,726 1,400

Cost of revenue (298) (631) (1,159) (1,020)
Gross profit 258 464 567 380
S&M (65) (82) (95) (57)
G&RA (118) (146) (216) (158)
R&D (80) (93) (131) (74)
Operating profit (5) 143 125 91

Net finance costs ) (15) 22) 4
Share of losses of associates 0) (10) (7) 2
Other expense (75) (72) (65) (12)
Other income or gains 85 94 125 15
Profit before tax 4 140 155 100
Tax expense/(benefit) 11 21 23 18)
Net income (8) 119 133 83

Minority interest 0 6) (5) (1)
Net income attributable to ordinary shareholder (8) 125 138 82

Source: Huifu, DBS HK
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Peer comparison

Target PBV PEV PSV ROE EPS CAGR

price Stock Price Mkt Cap FY17 FY18F FY19F FY17 FY18F FY19F FY17 FY18F FY19F FY17 FY18F FY19F 18-19F
Coverage Ticker (LO) rating (LO) (US$ m) (X) (X) (X) (X) (X) (X) (X) (X) (X) (%) (%) (%) (%)
China Fintech
Yirendai YRD US 17.0 BUY 24.0 1,032 2.2 1.8 1.4 1.8 1.8 1.8 51.8 254 11.9 53.7%  25.2% 28.6% 0.4%
Lexin Fintech LX US 10.5 BUY 21.0 1,739 2.3 4.1 2.2 16.1 10.4 4.9 2.0 1.5 1.1 28.0%  48.3% 58.3% 81.0%
Qudian QD US 53 NR 1,729 1.2 1.0 0.8 2.1 4.7 3.6 0.4 0.2 0.1 n.a. 20.9% 21.6% -23.4%
PPDai PPDF US 6.0 NR 1,795 12.9 2.3 1.8 29.4 7.1 6.3 0.4 0.5 0.4 na.  39.0% 31.0% 116.0%
Hexindai HX US 8.0 NR 385 14.5 2.7 n.a 39.9 5.5 4.0 n.a. 3.6 1.9 n.a. 80.1% 39.2% 216.2%
China Rapid Finance XRF US 2.3 NR 148 5.9 8.7 4.5 -0.9 -4.2 9.1 1.7 1.5 0.9 -107.5% -99.0% 62.0% n.a.
ZhongAn Online P&C Insurance 6060 HK 30.3 BUY 55.0 6,068 3.1 3.3 3.4 n.a. n.a. n.a. 1.3 0.9 0.5 -8.3% -6.8% -3.2% n.a.
Jianpu JT US 4.3 NR 716 2.6 4.4 4.2 n.a. n.a. 45.4 0.5 0.4 02 -33.0% -9.1% 6.6% n.a.
Huifu Pay ment 1806 HK 3.9 NR 697 7.2 2.0 1.8 35.0 15.6 10.3 0.4 0.2 0.1 22.3% 16.4% 15.0% 84.0%
Average 5.8 3.4 2.5 17.6 5.8 10.7 7.3 3.8 1.9 -7.4% 12.8% 28.8% 79.0%
Internet
Alibaba BABA US 161.5 BUY 222.0 418,534 9.8 7.7 6.4 63.2 442 383 18.1 11.5 73 175% 19.7% 18.2% 28.5%
Tencent 700 HK 308.4 BUY 428.0 392,866 10.0 7.7 59 35.5 28.5 21.3 1.4 1.1 0.9 33.2% 30.2% 30.9% 29.1%
Baidu BIDU US 218.7 NR 76,565 3.5 3.6 3.1 28.4 21.3 18.7 0.9 0.7 0.6 20.3% 17.3% 15.7% 23.3%
JD.com JD US 27.6 BUY 43.0 39,630 52 54 5.4 n.a. na. 317.6 0.8 0.6 0.5 -0.4% -5.0% 1.7% n.a.
Ctrip.com CTRP US 36.9 NR 20,108 1.5 1.6 1.5 62.5 29.1 24.1 0.8 0.6 0.5 6.2% 5.1% 6.5% 61.2%
Royal Flush 300033 CH 34.4 NR 2,720 6.4 5.3 4.6 25.5 25.8 21.2 2.0 1.9 1.6 22.4% 19.5% 20.2% 9.6%
Hundsun Tech 600570 CH 54.2 NR 4,899 10.5 9.4 8.0 71.3 57.5 44.3 1.9 1.5 1.2 18.8% 17.4% 20.1% 26.9%
Average 6.7 5.8 5.0 47.7 34.4 69.3 3.7 2.6 1.8 16.9% 14.9% 16.2% 29.8%
Pay ment/consumer finance
Mastercard MA US 214.0 NR 222,260 42.3 33.7 22.5 58.3 33.5 28.5 17.8 14.9 13.2 84.9% 109.9% 102.1% 42.9%
Visa Vv US 146.6 NR 298,160 10.7 10.0 9.3 46.0 32.0 27.5 16.2 14.5 13.0 354% 31.6% 33.5% 29.3%
Capital One COF US 97.4 NR 46,603 1.0 0.9 0.8 27.7 8.6 8.7 1.6 1.7 1.6 6.8% 11.5% 10.3% 78.2%
American Exp AXP US 107.9 NR 92,891 4.4 4.4 3.8 36.2 14.8 134 2.6 2.3 2.2 15.7%  31.1% 29.9% 64.2%
Discovery Fin. DFS US 77.6 NR 26,580 2.6 2.4 2.1 14.3 9.9 9.0 2.3 2.4 2.3 21.5%  25.1% 25.2% 26.0%
Sybchrony Fin. SYF US 32.3 NR 23,917 1.7 1.6 1.5 13.3 9.3 7.5 1.4 1.8 1.7 15.8% 17.9% 21.4% 33.5%
Average 10.5 8.8 6.7 32.6 18.0 15.8 7.0 6.2 5.7 30.0% 37.8% 37.1% 45.7%
Note: BBG consensus used for non-rated (NR) stocks. Closing price as of 12 Sep 2018
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DBS HKrecommendations are basedan Absolute TotalReturn* Rating system, definedas follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% totalreturnoverthe next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps,-10% to +10% for large caps)

FULLY VALUED (negative totalreturni.e. >-10% over the next 12 months)

SELL (hegative total return of >-20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + diviaends

CompletedDate: 14 Sep 2018 12:29:38 (HKT)
DisseminationDate: 14 Sep201814:45:16 (HKT)

Sources for all charts andtables are DBS HK unless otherwise specified.
GENERAL DISCLOSURE/DISCLAIMER

Thisreport is prepared by DBS Bank (Hong Kong) Limited (“DBS HK"). This reportis solelyintended for the clients of DBS Bank Ltd., DBS HK, DBS
Vickers (Hong Kong) Limited (“DBSV HK"),and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS"), its respective connected and associated
corporations and affiliates onlyand no part of this document may be (i) copied, photocopied or duplicatedin any form or by any means or (ii)
redistributed without the prior written consentof DBS HK.

The research setoutin this reportis based on information obtained from sources believed to be reliable, butwe (which collectively r efers to DBS
Bank Ltd., DBS HK, DBSV HK, DBSVS, its respective connected and associated corporations, affiliates andtheir respective directors, officers,
employees and agents (collectively, the “DBS Group”) have notconducted due diligence on any of the companies, verified any information or
sources ortaken intoaccountany otherfactors whichwe may consider to be relevantor appropriate in preparing the research. Accordingly, we
do notmake anyrepresentation or warranty as to the accuracy, completeness or correctness of the research setoutin this report. Opinions
expressed are subject to change without notice. This research is prepared for general circulation. Any recommendation contained in this document
does nothave regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This documentis
for the information of addressees only and is not to be takenin substitution for the exercise of judgement by addressees, whoshould obtain
separate independentlegal orfinancial advice. The DBS Group accepts noliability whatsoever for any direct, indirect and/or consequential loss
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication givenin relation
to this document. This documentis notto be construedas anoffer ora solicitation of an offer to buy orsell anysecurities. The DBS Group, along
with its affiliates and/or persons associated with any of them may fromtime to time have interests in the securities mention edin this document.
The DBS Group, may have positionsin, andmay effect transactions in securities mentioned herein and may also perform orseek to perform
broking, investmentbankingandother banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgmenta s of the date of this report, andthere can
be no assurance thatfuture results orevents will be consistent with any suchvaluations, opinions, estimates, forecasts, ratings or risk assessments.
The informationin this documentis subject to change withoutnotice, its accuracyis notguaranteed, itmay be incomplete or condensed, it may
notcontain all material information concerning the company (or companies) referred to in this reportandthe DBS Groupis un derno obligation to
update the informationin this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publicationrelatingto any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and

assumptions and are inherently subject to significant uncertainties and contingencies. It canbe expected that one or more of the estimates on

which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will var y significantly from actual

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described hereinISNOT TO BE RELIED

UPON as a representationand/or warranty by the DBS Group (and/orany persons associated with the aforesaid entities), that:

(@) suchvaluations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

(b)  thereisanyassurance thatfuture results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made inthisreportthatrefers to commodities, are for the purposes of making forecasts for the company (or companies)
mentionedherein. Theyare notto be construed as recommendations to trade in the physical commodity or inthe futures contractrelating to the
commodity referredto in this report.

DBS Vickers Securities (USA)Inc (“DBSVUSA"), a US-registered broker-dealer, does not have its own investment banking or research de partment,
has notparticipated in any public offering of securities as a manager or co-manager or inany other investmentbankingtransactionin the past
twelve months and doesnotengage in market-making.
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ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in partor in whole, certifies that th e views about the
companies andtheir securities expressed inthis reportaccurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressedin the report. The research analyst (s)
primarily responsible for the contentof this research report, inpartor inwhole, certifies thathe or his associate' does notserve as an officer of
the issuer orthe new listing applicant (which includes inthe case of a real estate investment trust, an officer of the management company of the
real estate investment trust; andin the case of any other entity, an officer or its equivalent counterparty of the entity wh o is responsible for the
management of the issuer orthe new listing applicant) andthe research analyst(s) primarily responsible for the content of this research report or
his associate does nothave financial interests’ in relation to an issuer or a new listing applicantthatthe analystreviews. DBS Grouphas
proceduresin place to eliminate, avoidand manage any potential conflicts of interests thatmayarise in connection with the production of
research reports. The research analyst(s) responsible for this report operates as part of a separate and independentteam to the investment
bankingfunction of the DBS Groupand procedures are in place to ensure that confidential information held by either the researchor investment
bankingfunction is handled appropriately. Thereisno directlink of DBS Group's compensation to any specific investmentba nking function of the
DBS Group.

COMPANY-SPECIFIC /REGULATORY DISCLOSURES

DBS Bank Ltd, DBS HK, DBSVS or theirsubsidiariesand/or other affiliates have proprietary positions inZhongan Online P&C In surance
(6060 HK), Tencent Holdings Limited (700 HK) and Postal Savings Bank Of China Company Limited (1658 HK) recommended in this
reportasof 11 Sep 2018.

2. Neither DBS Bank Ltd nor DBS HK market makes inequity securities of the issuer(s) or company(ies) mentionedin this Research
Report.
3. DBS Bank Ltd, DBS HK, DBSVS, theirsubsidiaries and/or other affiliates have a netlong position exceeding 0.5% of the totalissued

share capital in Postal Savings Bank Of China Company Limited (1658 HK) recommended inthis reportasof 11 Sep2018.

4. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA)Inc(“DBSVUSA"), or the ir subsidiariesand/or other affiliates beneficially
own a total of 1% of the issuer's market capitalization of Postal Savings Bank Of China Company Limited (1658 HK) asof 11 Sep
2018.

5. Compensation for investment banking services:

DBS Bank Ltd, DBS HK, DBSVS, theirsubsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past 12
months for investment banking services from Alibaba (BABAUS), Industrial Bank Company Limited (601166 CH), Shanghai Pudong
Development Bank (600000 CH) andBank Of Chongging Company Limited (1963 HK) as of 31 Aug 2018.

DBS Bank Ltd, DBS HK, DBSVS, theirsubsidiaries and/or other affiliates of DBSVUSA, withinthe next 3 months, will receive or intend
to seek compensation for investment banking services from Industrial Bank Company Limited (601166 CH) and Shanghai Pudong
DevelopmentBank (600000 CH) asof31 Aug 2018.

6. DBS Bank Ltd, DBS HK, DBSVS, theirsubsidiaries and/or other affiliates of DBSVUSAhave managed or co-managed a public offering
of securities for Alibaba (BABA US), Bank Of Chongging Company Limited (1963 HK) and Postal Savings Bank Of China Company
Limited (1658 HK) in the past 12 months, as of 31 Aug 2018.

DBSVUSA doesnothaveits owninvestment banking or research department, nor has it participated inany publicoffering of se curities
as a manager or co-manager orin any otherinvestment banking transaction in the past twelve months. Any US persons wishin g to
obtain furtherinformation, incuding any clarification on disclosures in this disclaimer, or to effecta transaction inany security
discussed in this document should contact DBSVUSA exclusively.

7. Piyush Gupta, a member of DBS Group Executive Committee, is a Director, APac, Mid-East & Africa Region Adv Board of MasterCard
Incorporatedasof01 Aug 2018.

8. Disdosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSAmay have published otherinvestment
recommendations inrespectof the same securities / instruments recommended in this research reportduring the preceding 12
months. Please contact the primaryanalystlistedin the first page of this report to view previous investment recommendation s
publishedby DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA inthe preceding 12 months.

" An assodiate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) the trustee of a trust of
which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (i) another person
accustomedor obligedto actin accordance with the directions or instructions of the analyst.

? Finandial interestis defined as interests thatare commonly known financial interest, such as investmentin the securities i n respect of an issuer or
a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This
term does notinclude commercial lending conducted atarm's length, or investments in any collective investmentscheme other than an issuer or
new listingapplicant notwithstanding the factthat the scheme has investments in securities inrespect of an issuer or a new listingapplicant.
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RESTRICTIONS ON DISTRIBUTION

General

This reportis notdirected to, or intended for distribution to or use by, any personor entity whois a citizen or resident of or
locatedin anylocality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contraryto lawor regulation.

Australia

This reportis beingdistributedin Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian Financial
Services Licence no. 475946.

DBSVS andDBSV HK are exempted from the requirementto holdan Australian Financial Services Licence under the
Corporation Act 2001 (“CA") inrespect of financial services provided to the recipients. Both DBS Bank Ltd and DBSVS are
regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is regulated by the Hong
Kong Securities and Futures Commission under the laws of Hong Kong, which differ from Australianlaws.

Distribution of this reportis intended only for “wholesale investors” withinthe meaningofthe CA.

Hong Kong

This reportis beingdistributedin Hong Kong by DBS Bank Ltd, DBS Bank (HongKong)Limitedand DBS Vickers (Hong Kong)
Limited, allof which are registered with or licensed by the Hong Kong Securities and Futures Commission to carry out the
regulated activity of advising on securities.

Indonesia

This reportis beingdistributedin Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This reportis distributed in Malaysia by AllianceDBS Research SdnBhd (" ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at603-2604 3333 in respect of any matters arising from or in connection with this
report. Inadditionto the General Disclosure/Disclaimer found at the preceding page, recipients of this reportare advised
that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected
and associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any
of them mayhave positions in, and may effect transactions inthe securities mentioned herein and may also perform or seek
to performbroking, investment banking/corporate advisory and otherservicesfor the subject companies. They mayalso
have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisoryand
other services fromthe subject companies.

/A

X.'|_’f|

/

Wong Ming Tek, Executive Director, ADBSR

Singapore

This reportis distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are ExemptFinancial Advisers as definedin the Financial Advisers Actand regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuantto an arrangement under Regulation 32C of the Fi nancial
Advisers Regulations. Where the reportis distributed in Singapore to a personwho is notan Accredited Investor, Expert
Investoror anlInstitutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the reportto such persons
only to the extentrequired by law. Singapore recipients should contact DBS Bank Ltd at6327 2288 for matters arising from,
or in connectionwith the report.

Thailand

This reportis beingdistributedin Thailand by DBS Vickers Securities (Thailand) Co Ltd.

United
Kingdom

This reportis produced by DBS HK whichis regulated by the HongKong Monetary Authority

This reportis disseminated inthe United Kingdom by DBS Vickers Securities (UK) Ltd (“DBSVUK"). DBSVUK is authorised
and regulated by the Financial Conduct Authority inthe United Kingdom.

In respectofthe United Kingdom, this reportis solely intended for the clients of DBSVUK, its respective connected and
associated corporations and affiliates only and no part of this documentmay be (i) copied, photocopied or duplicatedin any
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communicationis directedat
persons having professional experience in matters relating to investments. Any investmentactivity following from this
communicationwill only be engagedin with such persons. Persons who do not have professional experience in matters
relatingto investments should notrely on this communication.

Dubai
Intemational
Financial
Centre

This research reportis beingdistributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box506538, 3™ Floor,
Building 3, EastWing, Gate Precinct, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank
Ltd., (DIFC Branch)is regulated by The Dubai Financial Services Authority. This researchreportisintended only for
professional clients (as defined in the DFSA rulebook) and no other personmay actuponit.
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United Arab
Emirates

This reportis provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This reportis for information purposes
only and should notbe reliedupon oractedon by the recipientor considered as a solicitation or inducement to buy or sell
any financial product. It does not constitute a personal recommendation or take into account the particularinvestment
objectives, financial situation, or needs of individual clients. You should contact your relationship manager orinvestment
adviserifyou need advice on the merits of buying, sellingor holdinga particular investment. You should note that the
information in this report may be outofdate and itis notrepresented or warranted to be accurate, timely or complete. This
reportor any portionthereof may notbe reprinted, sold or redistributed without our written consent.

United States

This reportwas prepared by DBS HK. DBSVUSAdid not participate inits preparation. The research analyst(s) named on this
reportare notregisteredas research analysts with FINRA andare notassociated persons of DBSVUSA. The research
analyst(s) are notsubject to FINRA Rule 2241 restrictions on analyst compensation, communications with a subject company,
public appearances and trading securities held by a research analyst. This reportis beingdistributed inthe United States by
DBSVUSA, which accepts responsibility for its contents. This report mayonly be distributed to Major U.S. Institutional
Investors (as defined in SEC Rule 15a-6)andto such other institutional investors and qualified persons as DBSVUSA may
authorize. Any U.S. person receiving this report who wishes to effect transactions in any securitiesreferred to hereinshould
contactDBSVUSA directlyandnotits affiliate.

Other
jurisdictions

In any otherjurisdictions, exceptif otherwise restricted by laws or regulations, this reportis intended only for qualified,
professional, institutional or sophisticated investors as definedin the laws and regulations of suchjurisdictions.

DBS Bank (Hong Kong) Limited
18" Floor Man Yee building, 68 Des Voeux Road Central, Central, Hong Kong
Tel: (852)2820-4888,Fax: (852)2521-1812
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DBS Regional Research Offices

HONG KONG

DBS Bank (Hong Kong) Ltd
Contact: Carol Wu

18th Floor Man Yee Building
68 Des VoeuxRoad Central
Central, Hong Kong

Tel: 85228204888

Fax: 85225211812

e-mail: dbsvhk@dbs.com

INDONESIA

PT DBS Vickers Sekuritas (Indonesia)
Contact: Maynard Priajaya Arif

DBS Bank Tower

Ciputra World 1, 32F

JI. Prof. Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Tel: 622130034900

Fax: 622130034943

e-mail: research@id.dbsvickers.com

MALAYSIA

AllianceDBS Research Sdn Bhd
Contact: Wong Ming Tek (128540 U)
19th Floor, Menara Multi-Purpose,
Capital Square,

8 JalanMunshiAbdullah 50100
Kuala Lumpur, Malaysia.

Tel.: 60326043333

Fax: 6032604 3921

e-mail: general@alliancedbs.com

THAILAND

DBS Vickers Securities (Thailand) Co Ltd
Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,

9th, 14th-15th Floor

Rama 1 Road, Pathumwan,

Bangkok Thailand 10330

Tel. 662 857 7831

Fax: 662 658 1269

e-mail: research@th.dbs.com
CompanyRegn.No 0105539127012
Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd

Contact: Janice Chua

12 Marina Boulevard,

Marina Bay Financial Centre Tower 3
Singapore 018982

Tel: 656878 8888

Fax: 6565353418

e-mail: equityresearch@dbs.com
CompanyRegn.No. 196800306E
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