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Video and News Feed Monetization Speeding Up, “Buy
PRI VU 5 RS B RS S R AL, SR

° FY17 non-GAAP net profit grew 90.8% yoy, better than expected thanks to
Weibo advertising contributions. The demand for social marketing in China is
ramping up, which has helped to speed up monetization of video advertising
and news feed advertising. Weibo MAU users reached 392 million in Dec. Sy BN
2017, up 25% yoy.

Rating: Buy
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° We raise Sina's FY18-FY19 advertising revenue forecasts by 6.1%/ 7.7%,
respectively. Weibo is expected to improve marketing channels through
different platforms and cooperation with smartphone makers and third party
content providers. Better video content on the Weibo platform is expected to Share price zf/: US$114.550
help advertising revenue to grow.

6-18m TP Hist: US$142.00

W E_ ° Non-adverting revenue in FY18-FY20 is expected to grow by 56.6%/ Stock performance
" & 41.1%/ 31.7%, respectively. 4Q17 non-advertising revenue grew 80.0% yoy Wl £
= due to Weibo membership fees, fintech business and e-payment services
wF % contributions. The tightening up of online microloan services regulations may % T %change
7z § affect growth in FY18. g0 4+
# o o Maintain the Company's investment rating of “Buy” and revise up TP 60 4
2 from US$125.00 to US$142.00. We lift FY18-FY19 non-GAAP EPS forecasts
& L% by 5.7%/ 6.1%, respectively. The new TP represents 33.3x FY18 non-GAAP o7
PER, 26.1x FY19 non-GAAP PER and 21.2x FY20 non-GAAP PER. 20 +
° 2017 A4k GAAP %R FI LI 90.8%, 4F THUN, B SoTik. +EXHEEE o A
B SRIEAERIN, XA B T BRI s & AE SR & M I M. 2017 48 12 A
FH Ik 3.92 12, [FILLIEK 25%. Car17  May-17  JuH7  Sep-17 Nov-l7 Jan-18  Maris
® RSB LA 2018-2019 FHREHRNTW 6.1%/ 7.7%. Wi MURHKTIT 58 fETHL NASDAQCOMP Index s
3 P RN 2 =77 A AR B A AR SR B IR . TIOUH R & L SE AR RO A 2K B
BRSO Change in Share Price 1M 3M 1Y
5 § ®  Fiit 2018-2020 WL HURNS B 56.6%/ 41.1%/ 31.7%. HFHIH L A%, 4 ] 14 A 3MA 14
B é B S5 R T3 AT IR I TTRR, 2017 4R58 4 FEdR S IR LI K 80.0%. 1ELL/M XZZQH o (4.5) 108 78.4
W DERK S W AT NG FT e 225800 2018 4RI K. i
L, g Rel. ;’/u tg/‘TASE)AQ Index (3.4) 41 52.6
T 5 o BHATMEIIEA TN 12500 #5 FEE 142,00 855, i1 L IR %
W g 2018 W48 % 2019 42 ({14 I GAAP ZLFIT 5.7%/ 6.1%. 37 F FRHA 24 T 33.3 1% 2018 S oY 134 109.2 o7

EE GAAP &%, 26.1 1% 2019 4E4E GAAP Wi % J% 21.2 {5 2020 4E3): GAAP i %, Source: Bloomberg, Guotai Junan International.

Year End Turnover Net Profit ERS ERBS PER BPS PBR DPS Yield ROE
L LLON Ji 24 B MR B FI 2B WEZE T3 5313195 AR R
12/31 (US$ m) (US$ m) (US$) (2 %) ) (US$) ) (US$) (%) (%)
2016A 1.031 225 3.202 (94.7) 35.8 38.116 3.0 0.000 0.0 8.6
g 2017A 1,584 157 2.196 (31.4) 52.2 39.937 2.9 0.000 0.0 5.7
%? < 2018F 2,217 228 3.148 43.4 36.4 60.496 1.9 0.000 0.0 6.3
YE % 2019F 2,856 308 4.143 31.6 27.6 77.349 15 0.000 0.0 6.1
; 2020F 3,543 396 5.188 25.2 22.1 94.645 1.2 0.000 0.0 6.1
'UE) Shares in issue (m) &% (m) 71.2 Major shareholder X% %< Charles Chao 15.8%
Market cap. (US$ m) iif8 (US$ m) 8,156.0 Free float (%) HHIELE (%) 84.2
3 month average vol. 3 A2 i 41 (1000) 987.4 FY18 Net gearing (%) FY18 i it/ 4R % 4 (%) Net cash
52 Weeks high/low (US$) 52 A /& (US$) 124.600 / 62.900

Source: the Company, Guotai Junan International.
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FY17 Results Review

Sina’s FY17 results beat expectations with 164.8% yoy growth in non-GAAP operating profit, thanks to gross margin
improvement and robust Weibo revenue contributions. 4Q17 advertising revenue grew 58% yoy, driven by Weibo
advertising revenue contributions, despite portal advertising showing weak yoy growth. Weibo revenue surged 77% yoy in 4Q17
thanks to a larger user base and ramping up demand of social marketing in China. Weibo MAU users reached 392 million in
Dec. 2017, up 25% yoy. The launch of Weibo Stories managed to attract new users and improve platform traffic through short
video socializing and new features. SME and KA customers are still Weibo’s major revenue drivers. Gross margin improved by
5.0 ppt yoy to 74.9% in 4Q17 due to lower Weibo user acquisition costs and scale effect. Non-GAAP operating margin improved
by 3.5 ppt yoy to 29.7% in 4Q17 thanks to gross margin improvement and scale effect.

Table-1: Sina’s Consolidated Income Statement Analysis

USD (Million) FY17 FY16 YoY Comments

Revenue 1,584 1,031 53.6%

-Advertising 1,312 872 50.5%  Driven by robust growth in Weibo advertising revenue

‘Non-advertising 272 160 20.0% Due '[.O membershi;:') service.s fges and revenue share
from live broadcasting contributions

Gross profit 1,170 676 73.1%

S&M expenses (409) (247) 65.6%

Product development (267) (216) 23.6%

G&A expenses (105) (99) 6.1%

Goodwill & intangibles impairment 0 40 n.a.

Operating income 389 73 432.9%

Non-GAAP operating profit 474 179 164.8%

Non-operating income 36 231 (84.4%) Related to asset disposal in FY16

Income before tax 424 305 39.0%

Taxes (75) (27) 177.8%

GAAP Net profit 157 225  (30.2%)

Non-GAAP Net profit 208 109 90.8%

EPS (USD) 2.20 3.20  (31.3%)

Gross profit margin 73.9% 65.6% 8.3ppt Margin improvement thanks to lower user acquisition
costs

Non-GAAP operating margin 29.9% 17.4%  12.6ppt

Non-GAAP net profit margin 13.1% 10.6% 2.6ppt

Source: the Company, Guotai Junan International.

We revise up Sina’s FY18-FY19 advertising revenue forecasts by 6.1%/ 7.7%, respectively. Advertising revenue grew
57.6% yoy in 4Q17, contributed by 76.9% yoy growth in Weibo advertising revenue and 16.5% yoy growth in portal advertising.
Weibo advertising growth was driven by SME and KA customer contributions (which accounted for 88.5% of Weibo advertising
revenue in 4Q17) due to effectiveness in social marketing. The launch of short video content and live broadcasting from third
party providers with better user generated content ecosystems helped to improve user surfing time. Short video advertising is
expected to ramp up contributions in FY18, driven by higher marketing spending in Weibo Stories and Weibo Mobile platforms.
Weibo has prioritized relationship-based information feeds based on users’ frequency of social interactions and the timeliness of
distribution. Weibo is expected to introduce more variety in content in FY18 with cooperation with TV stations and other internet
video platforms to boost revenue per average customer. Weibo has a strong cooperation network with third party video
providers, sports leagues and content providers to provide quality video content to attract new users. We expect stronger
contributions from video advertising in Weibo Stories in FY18. Driven by Al technology, better content ecosystem and marketing
channels improvement, Weibo’s FY18-FY20 advertising and marketing revenue is expected to grow by 52.0%/ 39.0%/ 27.0%,
respectively.
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4Q17 portal advertising revenue grew 16.5% yoy, compared to 13.8% in 3Q17, driven by larger user base within the
Sina News app and video content. News feeds and short video advertising helped to drive revenue through the launch of
users’ favorite information and content. There was large traffic contribution from Weibo which helped to drive user growth. We
expect Weibo to be an important and low-cost channel for Sina News app to grow new users and improve platform traffic. Live
broadcasting and short video content have improved users’ engagement and adoption. Users are more willing to watch video
news recently due to ease of viewing and understanding. Sina Portal advertising revenue is estimated to show moderate growth
in FY18 with improvement in mobile advertising offset by decline in PC advertising business. We expect FY18-FY20 portal
advertising revenue to grow by 1.5%/ 3.0%/ 5.0%, respectively.

Table-2: Sina’s and Weibo’s Quarterly Advertising Revenue Analysis

US$ (Million) 1Q16 2Q16 3Q16 4Q16 1Q17 2017 3017 4Q17
Weibo advertising 99.2 127.2 156.7 187.9 169.3 218.3 276.8 3325
YoY 25.4% 44.7% 48.0% 45.0% 70.6% 71.7% 76.7% 76.9%
Weibo non-advertising 20.0 19.7 20.2 24.9 29.9 35.0 43.2 45.1
YoY 17.0% (1.3%) 6.9% 25.2% 49.2% 77.7% 114.2% 81.4%
Portal advertising 63.7 78.7 76.8 81.7 59.8 77.9 87.4 95.3

YoY (10.5%)  (11.0%) (12.3%) (12.8%)  (6.2%) (1.0%) 13.8% 16.7%
Sina non-advertising 15.7 19.2 21.2 19.0 20.2 28.7 39.8 33.8

YoY (8.4%) 12.9% 51.5% 40.3% 28.7% 49.6% 88.0% 78.2%

Source: the Company.

Figure-1: Weibo’s MAU and YoY Growth Figure-2: Weibo’s Quarterly Advertising and Marketing
Revenue and YoY Growth
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Figure-3: Sina’s Advertising Revenue and YoY Growth Figure-4: Sina’s Non-advertising Revenue and YoY Growth
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.
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Non-advertising revenue grew 80.0% yoy in 4Q17, driven by 81.4% yoy growth in Weibo VAS services revenue and
78.2% yoy growth in non-advertising portal services revenue. Robust Weibo VAS revenue growth was contributed by
membership services fees. Sina Portal’'s non-advertising revenue was driven by Fintech business and the online payment
system Sina Pay. There was significant growth from the online microloan business in FY17 but is expected to slow down in
FY18 due to the launch of stricter regulations. The Chinese government has tightened up the rules for online microloan services
in China with stricter background checks of borrowers and the lowering of lending rate. We forecast Sina’'s FY18-FY20

non-advertising revenue to grow 56.6%/ 41.1%/ 31.7%, respectively.

Table-3: Advertising Contributions from Alibaba and SME & KA Customers to Weibo

US$ (Million) 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17
Alibaba advertising revenue 111 12.8 9.3 24.7 7.8 13.2 253 38.4

YoY (67.8%) (54.8%) (71.4%) (48.8%) (29.7) 3.1% 173.8% 55.4%
SME & KA advertising revenue 88.1 114.3 147.4 163.2 161.5 205.1 251.5 294.0
YoY 97.3% 92.3% 101.1%  100.7% 83.3% 79.4% 70.6% 80.1%

Source: the Company.

Profit Revision

We revise up Sina’s FY18-FY19 non-GAAP EPS by 5.7%/ 6.1%, respectively.

6.7%, respectively, due to the revision of Weibo and portal forecasts.

Table-4: Sina’s Financial Estimations Revisions

We lift Sina’s FY18-FY19 revenue by 5.5%/

OLD NEW CHANGE
US$ (Million) 2018F 2019F 2020F 2018F 2019F 2020F 2018F 2019F 2020F
Total revenue 1,584 2,217 n.a. 1,584 2,217 2,856 5.5% 6.7% n.a.
Advertising revenue 1,312 1,790 n.a. 1,312 1,790 2,254 6.1% 7.7% n.a.
Non-advertising revenue 272 426 n.a. 272 426 601 0.0% 0.0% n.a.
Non-GAAP net profit 208 308 n.a. 208 308 404 5.7% 6.1% n.a.
Non-GAAP EPS (US$) 2.916 4.262 n.a. 2.916 4.262 5.444 5.7% 6.1% n.a.

Source: Guotai Junan International.

Valuation

Maintain the Company’s investment rating of “Buy” and revise up TP from US$125.00 to US$142.00. We expect feed
advertising and short video revenue to maintain its strong pace of growth due to the proliferation of social marketing in China.
Strong links with Weibo can also help Sina portal and Sina News app to improve user growth in FY18. The new TP represents
33.3x FY18 non-GAAP PER, 26.1x FY19 non-GAAP PER and 21.2x FY20 non-GAAP PER.

Figure 5: Sina’s PE Graph
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Source: Bloomberg.
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Table-5: Peers Comparison

PER (x) PBR (x) ROE(%) ROA(%)

Company Ticker Currency Price 17F 18F 19F 17F 18F 19F 18F 18F

US Online Game Companies -

Changyou CYOU Us usb 28.230 13.6 11.0 12.2 1.1 1.3 1.2 14.3 §

Electronic Arts Inc EAUS usb 122.170 38.3 285 246 9.3 8.7 741 9.2 217 g

Activision Blizzard Inc ATVIUS usb 72.010 na. 274 239 5.8 4.9 4.1 5.0 10.0 i

Netease NTES US usb 286.550 23.8 18.1 15.4 5.3 4.1 34 44 16.7

Simple Average 25.2 213 19.0 5.4 47 3.9 5.0 15.7

Weighted Average 30.7 249 216 6.6 5.7 47 6.0 15.4

HK Online Game Companies

Tencent 00700 HK HKD 447.000 52.4 39.9 31.0 14.5 10.7 8.1 10.7 14.9

Boyaa Interactive Int. 00434 HK HKD 3.230 6.4 6.1 6.2 0.7 0.7 0.6 0.6 10.2

IGG 00799 HK HKD 10.780 1.1 9.0 8.2 6.1 46 37 4.1 445

Netdragon 00777 HK HKD 20.850 n.a. 413 316 2.0 2.0 1.9 1.9 35

Simple Average 23.3 241 19.2 5.8 45 36 43 18.2

Weighted Average 52.3 39.8 30.9 144 10.7 8.1 10.7 14.9

Advertising Companies

Sohu.Com Inc SOHU US usD 33.460 n.a. n.a. n.a. 1.7 2.7 25 n.a. (3.0)

Weibo WB US usbD 127.780 79.9 45.9 314 234 14.3 9.8 15.2 29.3

Bitauto BITAUS usbD 27.420 36.5 124 9.5 0.9 0.9 0.8 1.0 2.7

Cheetah Mobile CMCM Us usb 14.320 229 16.8 16.7 3.6 3.0 24 n.a. 10.3

58.com WUBA US usbD 74.440 47.7 30.6 217 3.7 34 29 n.a. 8.2

Soufun SFUN US usbD 4.500 na. 19.7 14.6 34 29 24 na. 6.7

Phoenix New Media FENG US usb 5.010 39.1 327 254 1.0 1.0 1.0 1.1 18

Sina SINAUS usb 114.550 52.1 327 21.0 29 25 23 26 6.6

Facebook FB US usb 175.940 320 19.9 16.9 6.9 56 42 5.9 22.3

Simple Average 443 26.4 19.7 53 4.0 3.1 52 94 @

Weighted Average 35.0 215 17.7 75 5.9 44 6.3 219 <Zf
9

E-commerce Companies =

Alibaba BABA US usb 181.990 77 349 272 1.4 78 6.2 83 1.6

VIPSHOP VIPS US usb 17.680 8.7 208 15.8 5.3 5.1 3.8 53 6.7

EBay EBAY US usb 42.270 9.7 18.5 16.0 54 5.6 49 58 8.7

JD.com JDUS usb 46.210 10.7 54.4 335 9.6 84 6.9 8.9 23

AMAZON MZN US usb 1493.450 1.7 91.1 59.6 26.1 203 14.6 20.7 2.7

Simple Average 10.2 46.2 31.2 1.6 9.8 76 9.8 6.4

Weighted Average 1.5 83.6 54.8 235 184 134 14.9 6.2

Search Engine Companies

Alphabet Inc GOOG US usb 1071.410 58.6 217 18.1 4.9 41 34 43 14.6

Baidu BIDU US usb 249.750 32.0 26.1 216 4.9 43 3.7 44 8.8

Simple Average 45.3 239 19.8 49 4.2 35 44 1.7

Weighted Average 55.9 221 18.5 4.9 4.1 34 43 14.0

Overall Average 29.7 283 21.8 6.6 55 43 57 12.3

Overall Weighted Average 371 38.4 28.7 1.4 9.0 6.8 8.4 14.5

Source: Bloomberg.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (USD m) 2016A 2017A 2018F 2019F 2020F Year end 31 Dec (USD m) 2016A 2017A 2018F 2019F 2020F
Advertising revenue 871 1,312 1,790 2,254 2,751 Fixed assets, net 242 263 292 319 279
Non-advertising revenue 160 272 426 601 792 Long term investments 1,318 1,289 1,872 2,330 1,694
Total Revenue 1,031 1,584 2217 2,856 3,543 Other non-current assets 69 161 17 182 194
Cost of revenue 355 414 565 703 849 Total Non-current Assets 1,629 1,713 2,335 2,831 2,167
Gross profit 676 1,170 1,652 2,153 2,694
Sales & Marketing expenses (247) (409) (576) (737) (910) Short-term investments 389 1,382 1,451 1524 1,600
Product development expenses (216) (267) (355) (451) (553) Account receivables 210 286 257 231 208
G&A expenses (99) (105) (144) (186) (230) Cash & Cash Equivalents 1,408 1,991 3,018 4,230 6,833
Others (40) 0 0 0 0 Cash & Cash Equivalents 649 444 517 595 680
Operating profit 113 389 577 779 1,000 Total Current Assets 2,656 4,103 5244 6,580 9,321
Others 165 i i ®) 8) Total Assets 4,285 5815 7,579 9411 11,488
Interest & other income, net 26 43 43 57 73
Accounts payable 108 130 137 144 151
Profit Before Tax 305 424 612 828 1,065 Accrued liabilities 453 447 505 570 645
Income Tax (27 (75) (104) (141) (181) Income taxes payable 40 102 66 86 106
Profit After Tax 217 350 508 687 884 Others 370 593 692 824 982
Non-controlling Interest (52) (193) (280) (379) (488) Total Current Liabilities 971 1,273 1,400 1,624 1,884
Shareholders' Profit 225 157 228 308 396
Basic EPS (USD) 3.202 2.196 3.148 4.143 5.188 Deferred revenue 65 54 49 44 40
Non-GAAP shareholders' Profit 109 208 308 404 511 Convertible debt 153 880 880 880 880
Non-GAAP EPS (USD) 1551 2916 4262 5.444 6.699 Other long-term liabilities 4 9 10 1 13
Total Non-current Liabilities 223 943 939 935 933
Cash Flow Statement Total Liabilities 1,194 2216 2339 2,560 2817
Year end 31 Dec (USD m) 2016A 2017A 2018F 2019F 2020F
Profit before taxation 2717 350 508 687 884 Share capital 9 9 10 10 10
Investment impairment (gain) 44 9 9) (10) (10) Reserves 2,670 2,831 4,363 5,736 7,210
Stock-based compensation 74 91 103 111 119 Total Shareholders' Equity 2,680 2,847 4373 5,746 7220
Changes in WP 215 321 (19) 54 60 Minority Interest 411 753 867 1,106 1,451
Others (167) 836 735 693 2887 Total Equity 3,001 3,600 5,240 6,851 8,671
Cash from Operating Activities 444 1,589 1,317 1,535 3,939
CAPEX 38) 34) 31 @ 25) Financial Ratios
Others 883 (1,860) (251) (296) (1320) 2016A 2017A 2018F 2019F 2020F
Cash from Investing Activities 845 (1,914) (282) (323) (1,344) Margins:
Gross Margin (%) 65.6 739 724 73.0 735
Proceeds from issuance of shares 36 32 29 2% 2 Non-GAAP Operating Margin (%) 173 299 31.9 321 322
Proceeds from bank loans 104 56 18 % 29 Non-GAAP Net Margin 106 13.1 139 14.2 14.4
Others (743) 856 1) (19) (7)
Cash from Financing Activities (603) 945 2 31 35 ROE 86 57 63 6.1 6.1
ROA 52 31 34 36 338
Net Changes in Cash 685 620 1,061 1,242 2,630
Cash at Beg of Year 763 1,408 1,991 3,018 4,230
FX Change (1) 37) (33) (30) (27)
Cash at End of Year 1,408 1,991 3,018 4,230 6,833

Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: NASDAQ Composite Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral [SeE Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce el Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition
Outperform B o T Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral Ak Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform MR Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(38) Except for GREENLAND BROAD (01253 HK),GUOTAI JUNAN | (01788 HK),BINHAI INVESTMENT (02886 HK),GFI MSCI A | (03156
HK),CAM SCSMALLCAP (03157 HK),ZHENRO PPT (06158 HK),LINK HOLDINGS (08237 HK),GFI MSCI A I-R (CNY) (83156
HK),Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in
this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.
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Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan”). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.
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