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Public Consultation on New Gaming Law Begins, Maintain
"Neutral" Sector Outlook
B RE AT A TR, R AT Rt R

® Today (September 15), the Macau government began the public consultation process over Macau’s new
gaming law, with the aim to finish the new gaming law by the end of this year. Macau currently has three
gaming concessions and three sub-concessions, all issued in 2002 and good for 20 years. These will all expire in
June 2022, unless the Macau government grants limited extensions, which can be in increments, up to a
maximum of five years. The Macau government has not indicated whether or not it will extend the concessions. It
has been known for some years that the Macau government intends to revise the current gaming law, which
includes the number of gaming concessions, and that there will be new gaming laws under a new framework after
the current concessions expire. As part of the process for rewriting the current gaming laws, Macau’s gaming
regulator will hold five consultation sessions, from 20 September to 19 October. The Macau government has
aimed to finish the revision of the gaming law by 4Q2021, prior to submitting a final draft bill to Macau’s Legislative
Assembly.

® Today’s news of future gaming law’s elimination of sub-concessions and appointment of delegates does
not warrant today’s sell-off, in our view. Macau gaming shares plunged today as it was reported that the new
gaming law would not make use of the sub-concession mechanism, which we think this is a mere technicality. In
2002, Macau had chosen just three concessionaires to operate casinos. By law the maximum number of
concessions was set at just three and cannot be changed under the current law. In order to allow three more
concessionaires way back in 2002, the government decided to grant three sub-concessions as an ad-hoc
work-around to its own law, in our view. Under the new law, the government will plan more carefully and issue full
concessions without the need to use sub-concessions. Sub-concessions are not at all needed under the new law,
since current sub-concession holders could be eligible to just obtain full concessions under the new gaming law.
In addition, it was also announced that under the new gaming law, the Macau government would appoint
delegates to oversee how gaming operators fulfil their concession duties. We think this might be amplifying
today’s sell-off. However, it was already expected that the Macau government would appoint delegates or have a
similar mechanism, and so we do not think today’s sell-off is warranted based on this.

® We do not see today’s sell-off as a buying opportunity, and we maintain our current "Neutral" sector
rating. We think Macau gaming’s greatest challenge and potential downside risk is not the new gaming law and
new gaming concessions, but the ongoing governmental travel restrictions. We expect that in 4Q2021 and going
into 2022, Macau travel restrictions and anti-pandemic special measures will be maintained or amplified. Globally,
we expect the number of reported COVID cases to increase this fall and winter when the weather turns colder and
flu/ COVID season begins in the northern hemisphere. We expect that in response, the Macau government will
maintain or increase travel restrictions and anti-pandemic special measures, which will have a negative impact on
Macau gaming.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

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

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

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

Reduce VEER 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: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform SRR T Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral eE s Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform P KT Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) Except for SHENZHEN INTERNATIONAL (00152 HK), 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.

(3) Except for GUOTAI JUNAN 1| (01788 HK),JINSHANG BANK (02558 HK),HAITIAN ANTENNA (08227 HK),XPENG-W (09868
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(s) mentioned in this Research
Report within the preceding 12 months.

(5) Guotai Junan and its group companies are making, or will make a market in the securities in respect of GALAXY ENTERTAINMENT
(00027 HK)/ SANDS CHINA (01928 HK) mentioned in this Research Report.

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

© 2021 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk

15 September 2021

Gaming Sector [ 47

Flash Note

See the last page for disclaimer

Page 3 of 3



