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NetEase’'s Onmyoji Game Recorded Over 200 Million

Downloads, Maintain “Buy”
B BT 78 T R Bt 212 K, e “ SN

L] 1Q17 results (non-GAAP net income grew 62.6% yoy) met expectations,
driven by the launch of popular game titles and upgrade packs for old games.

Rating: Buy

L] We cut FY17-FY19 online game revenue by 5.4%/ 6.8%/ 7.0%,
respectively, due to fierce market competition and the change in business
model of several games. 1Q17 online game revenue grew 78.5% yoy,
contributed by the launch of new game titles and upgrade packs. Onmyoji 6-18m TP H#xfi: US$330.00
recorded over 200 million downloads and NetEase will leverage its success
into overseas markets. Tencent's (00700 HK) Honor of Kings ranked top

PP DIN

H 17N,
position in China’s iOS market, which may affect NetEase’s game revenue. Share price Jff: US$248.250
L] Change in business models for several important game titles. NetEase
will convert the PC game titles Overwatch and Minecraft to free of charge in Sﬂt?\Ck Eerformance
May 2017 to boost user growth. Minecraft is the second most downloaded g 20
online game on record, which can contribute significantly to NetEase. 140 T

% change

e  Maintain the investment rating of “Buy” but cut the TP from US$340.00 2o T
to US$330.00. We cut FY17-FY19 earnings per ADS by 3.0%/ 3.8%/ 4.2%, 100 T
respectively, due to market competition and the change in operating models 80 T
for several game titles. The new TP represents 21.7x FY17 PER, 19.6x FY18 60 +
PER, 18.2x FY19 PER and 1.8x FY17-FY19 PEG.

40 T

° 2017 5 1 FESARKFESTHI(Non-GAAP FIE F K 62.69%), M HrififTirk 20 T
LU R AR AR 0

o BAI-5 T 2017-2019 SEFELHRBN 5.4%/ 6.8%/ 7.0%, [K 173556 4+ IR [ 22 2007 %% @16 U6 Sep16  Nov-16  Jand7  Marl7  May-17
W AR AR . 2017 55 1 2R W% R IRON A LU 3G K 78.5%, K] 22 3K 52 Uit i) Ui A
TR AHE o <BHBHIT> 0T SR BRI 214, W55 E— B3k i e 2 i AT
JH511,(00700 HK) (< T3 SR> 76 R [ 1 i0S B mi S 4, wl g2 Rma i 5 iRk &

NASDAQ COMP Index Netease

Ho
Change in Share Price 1M 3M 1Y
L] FEUIANEEWRIRFER . WOEE 2017 48 5 RN <7 2 2> FUk 4 et 2z 144 31 A 14
R < TR TSSO G 3 R B AR A g . <IRIIHEFRSRA 2B EIRECE 1 Abs. %
T o g HrbAzh % 21 59 769
4, AETTRM Gl KTk -

Rel. % to NASDAQ index

L ar _ . B , Xt % @3 07 471

° BRBEWSEAN “EN” K HIRM M 340.003 75 F % 330.00 5855 41 T 1 2017-2019 Avg. ADS price(US$)

415 ADS TR T 3.0%/ 3.8%/ 4.2%, [R5 IRl 2 ke i e Bk 25 7 T4 ADS I (6> 1940 2083 1932

E{*ﬂ?ﬁl\*ﬁiﬁf 217 {El, 2017 Fﬂiﬁi—\ 19.6 ﬁl’ 2018 "L‘Fﬁi_Jr?_r?}‘:\ 18.2 ﬁl’ 2019 *FFFEZ%.’?F& Source: Bloomberg, Guotai Junan International.

2017-2019 4E PEG M 1.8 fi5.
Year End Turnover Net Profit Earnings / ADS Earnings / ADS PER BPADR PBR DPS Yield ROE
g LLON B A3 R A ADS 7 R FI 2B W& 4 ADR 4§57 TR MM, R BRI R
12/31 (RMB m)  (RMBm) (RMB) (A%) ) (RMB) ) (RMB) (%) (%)
2015A 22,803 6,735 51.266 40.7 36.0 223.205 8.3 11.174 0.6 25.6
2016A 38,179 11,605 88.403 72.4 22.2 293.009 6.7 19.397 1.0 34.4
2017F 52,881 13,734 104.868 18.6 18.7 349.753 5.6 23.080 1.2 32.9
2018F 64,753 15,189 116.240 10.8 16.9 442 572 4.4 25.583 1.3 29.7
2019F 75,042 16,275 124.837 7.4 15.7 532.647 3.7 27.475 1.4 26.0
Shares in issue (m) &A% (m) 131.1 Major shareholder A Ji % Mr. William Lei Ding 44.8%
Market cap. (US$ m) Tifi (US$ m) 37,322.0 Free float (%) H H7iHELLE (%) 55.2
3 month average vol. 3 /> AP A2 % (‘000) 1,220.4 FY17 Net gearing (%) FY17 {§ i fii/ X 4% 4 (%) 5.1
52 Weeks high/low (US$) 52 J& 75/t 304.500 / 158.900 FY16-19 PEG (X) 15

Source: the Company, Guotai Junan International.
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1Q17 Results Review

1Q17 results met expectations with 62.6% yoy growth in non-GAAP net income, driven by the launch of popular game
tittes and upgrade packs for old games.

Table-1: NetEase’s Income Statement Analysis

RMB (Million) 1Q17 1Q16 YoY Comments
g?/lérrl]igame services 10,735 6,015 78.5%  Driven by popular mobile games contributions
Advertising services 245 393 13.2%

revenue

E-mail, e-commerce & Contributed by adoption of e-commerce platforms

2,460 1,507 63.2%

others revenue (Kaola.com)

Total net revenue 13,641 7,915 72.3%

Gross profit 7,484 4,587 63.2%

S&M expenses (1.229)  (782) 57 204 Higher spending for promotional activities of mobile
games

G&A expenses (558) (314) 77.7%

R&D expenses (925) (623) 48.5%

Operating profit 4,772 2,868 66.4%

Investment income 43 40 7.5%

Interest income 150 137 9.5%

Exchange gains/ (49) (36) 36.1%

(losses)

Others 38 24 58.3%

Net income 3,923 2,461 59.4%

Non-GAAP netincome 4,336 2,666 62.6%

Earnings per ADS o

(RMB) 29.83 18.70 59.5%

Gross profit margin (%) 54.9 58.0 (3.1ppt) Affected by higher revenue proportion from lower margin

mobile games
Operating profit margin
(%)

Net profit margin (%) 28.8 311 (2.3ppt)

Source: the Company.

35.0 36.2  (1.2ppt)

We cut FY17-FY19 online game revenue by 5.4%/ 6.8%/ 7.0%, respectively. NetEase’s 1Q17 online game revenue grew
78.5% yoy due to the launch of new game titles and expansion packs for old games. PC game revenue in 1Q17 was RMB2.6
billion, up 30% yoy and down 11% qoq, due to mobile game substitutions and slowdown in launches of licensed games.
NetEase launched expansion packs for PC games such as Heathstone, New Ghost and Kung Fu Master Il in 1Q17 to refresh
user experience for gamers. In the coming quarter, NetEase will also launch a number of expansion packs for popular game
titles (Tianxia Ill, Heroes of Tang Dynasty Zero, Demon Seals, Revelation and New Westward Journey Online 11). Mobile game
revenue in 1Q17 was RMB8.1 billion, up 37% gqoqg and 107% yoy, thanks to the contributions from the launch of expansion
packs and new titles. The expansion packs for mobile games launched in 1Q17 included Demon Seals, Westward Journey:
Rage, and Land of Glory. NetEase has a number of popular mobile games with good ratings such as Fantasy Westward
Journey, Westward Journey, New Ghost and Onmyouji. Onmyouiji recorded over 200 million downloads, contributed by the
domestic and Japan market. NetEase will further launch Onmyouji to other overseas regions (Canada, Korea, Europe and the
United States) to boost user growth. NetEase will launch the mobile version of Minecraft in July 2017, which can help to
support revenue growth in 2017. Minecraft has the second most downloads on record since 2009 with over 122 million
aggregate downloads with 55 million MAU. Unlike business models overseas with pre-installed download fees, NetEase will
offer Minecraft as a free download in the China market and operate with the in-app sales business model. NetEase will convert
the game title Overwatch to free of charge in May 2017 to boost user growth. 1Q17 deferred revenue was RMB7.0 billion,
down 7.6% qoq, affected by the volatility of mobile game contributions and the change in operating models. Tencent has a
number of popular game titles (Honor of Kings and Dragon Nest), which showed a steady improvement in adoption from
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online game players in China. Honor of Kings ranked top in China’s iOS online game chart which may impose a negative
effect to NetEase’s market share. Tencent’s Honor of Kings ranked the most popular mobile game in China’s iOS market with
MAU of over 80 million, and we estimate it may affect NetEase’s mobile game monetization success. We cut NetEase’s
FY17-FY19 online game revenue by 5.4%/ 6.8%/ 7.0%, respectively, due to fierce market competition and the change in
charging model for several game titles.

Figure-1: NetEase’s Quarterly Online Games Revenue
and YoY Growth

Figure-2: NetEase’s Annual Online Games Revenue
and YoY Growth

. RMB(Million) s Online gamerevenue (LHS)
RME (Million) mmmm Online gamerevenue (LHS)
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Source: the Company. Source: the Company, Guotai Junan International.
Table-2: China’s iOS Top 10 Online Grossing Games Chart in April 2017
Ranking Grossing Games Developers
1 Honor of Kings (F % % #) Tencent
2 Onmyouiji (B BHIT) NetEase
3 Fantasy Westward Journey (%] 7G7i%) NetEase
4 Dragon Nest (JEZ4%) Tencent
5 We Fly (£ EHLKER) Tencent
6 Yulang Online (FAfiLY1i#7) Mgame
7 Yong Zhe Da Zuo Zhan (55 # K AF ) Hoolai Games
8 New Ghost(Hr fi§ e uzh) NetEase
9 Cross Fire (5 itk £k) Tencent
10 Beng Huai3 (Jii3h 3) miHoYo

Source: App Annie.

Table-3: Some o

f NetEase’s Online Game Pipeline in 2017

Games Title

Chinese Title Name

1 Mist World HEH

2 Eternal Frontier P ERvE: )

3 World of Tanks: Blitz $H Tt 5 N AR

4 Minecraft Erqiisg s

5 Chu Liu Xiang HEE

6 Index AT H

7 Apocalypse Alliance PNEL R

8 Tribes and Empires: Storm of Prophecy JUMNEy « i B4zl
9 Realm of Duels

10 Twilight Spirits

Source: the Company.
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Profit Revision

We cut FY17-FY19 earnings per ADS by 3.0%/ 3.8%/ 4.2%, respectively. We cut FY17-FY19 online game revenue by
5.4%/ 6.8%/ 7.0%, respectively, due to fierce competition and the change in operating model for some game titles.
FY17-FY19 earnings per ADS has been revised down by 3.0%/ 3.8%/ 4.2%, respectively.

~
Table-4: Financial Estimation Revisions §
oLD NEW CHANGE =
RMB (Million) 2017F 2018F 2019F 2017F 2018F 2019F 2017F 2018F 2019F =
Online games revenue 39,930 47,825 53,680 37,774 44,573 49,922 (5.4%) (6.8%) (7.0%)
Advertising services revenue 2,475 2,748 2,981 2475 2,748 2,981 0.0% 0.0% 0.0%
Email, e-commerce & others
revenue 12,632 17,432 22,139 12,632 17,432 22,139 0.0% 0.0% 0.0%
Total net revenue 55489 68,233 79,747 52,881 64,753 75,042 (4.7%) (5.1%) (5.9%)
Net profit 14,159 15,789 16,989 13,734 15,189 16,275 (3.0%) (3.8%) (4.2%)
Earnings per ADS (RMB) 108.111  120.832  130.310  104.868 116.240  124.837 (3.0%) (3.8%) (4.2%)
Source: Guotai Junan International.
Valuation
Maintain the investment rating of “Buy” but cut the TP from US$340.00 to US$330.00. We think NetEase can maintain
its strong online game revenue growth through the launch of new game titles (Minecraft in 2H17) and expansion packs. By
launching its popular mobile game titles (Omnyoji) in overseas markets, NetEase can leverage its success and boost online
game user growth. We maintain the investment rating of NetEase as “Buy” due to its solid online game revenue growth. We
cut the TP from US$340.00 to US$330.00. The new TP represents 21.7x FY17 PER, 19.6x FY18 PER, 18.2x FY19 PER and
1.8 FY16-FY19 PEG.
Figure-3: NetEase’s PE Graph
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See the last page for disclaimer

3]
Q.
3]
o4
>
c
a
Q
E
o
O
Page 4 of 7 l



O

El 3k B LUk ZF

GUOTAI JUNAN SECURITIES

NetEase (NTES US)

Table-5: Peers Comparison

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

Company Ticker ~ Currency Price 16F 17F 18F 16F 17F 18F 17F 17F

US Online Game Companies

Changyou CYou us usb 31.200 10.3 8.9 7.7 1.1 1.0 0.8 12.2 7.0

Electronic Arts Inc EAUS usb 110.90 20.8 209 18.6 6.9 5.9 4.6 358 175 ~

Activision Blizzard Inc ATVIUS usb 56.410 19.3 17.9 15.6 33 3.0 26 15.1 9.1 §

NetEase NTES US usb 284.250 18.3 15.7 13.1 5.6 43 35 338 245 g

Simple Average 17.2 15.9 13.7 42 35 29 242 14.6 =

Weighted Average 19.2 17.8 15.4 5.1 4.2 34 276 17.0

HK Online Game Companies

Tencent 00259 HK HKD 258.200 373 284 22.3 10.6 79 6.0 308 133

Boyaa Interactive Int. 00434 HK HKD 3.720 1.1 10.4 9.4 14 1.3 1.1 124 1.5

IGG 00799 HK HKD 11.760 1741 13.8 13.0 5.0 43 35 29.6 254

Netdragon 00777 HK HKD 22.500 n.a. 107.1 52.0 2.7 2.7 26 (0.3) (0.3)

Simple Average 21.8 39.9 242 49 4.0 33 18.1 125

Weighted Average 371 28.9 22.5 10.5 7.8 6.0 30.6 133

Advertising Companies

Sohu.Com Inc SOHU US usb 41.100 n.a. n.a. n.a. 1.2 14 1.3 (18.6) (6.4)

Weibo WB US usb 62.900 68.5 40.2 26.2 12.8 9.7 6.9 19.0 124

Bitauto Holdings BITAUS usb 30.490 328 18.3 1.4 1.0 1.0 1.0 0.9 0.7

Cheetah Mobile CMCMUS  USD 11.480 99.0 317 212 3.0 26 23 (3.5) (0.8)

58.com WUBA US usb 42.760 n.a. 295 15.2 1.7 1.7 1.5 (2.8) (0.5)

Soufun SFUN US usb 3.420 n.a. 30.3 11.2 22 1.1 1.0 (22.1) (7.9)

Phoenix New Media FENG US usb 3.350 73.0 239 20.0 1.1 1.1 1.1 1.5 1.1

Sina SINAUS usb 83.500 63.4 37.0 216 1.7 1.6 1.4 3.1 1.7

Facebook FB US usb 150.190 29.1 22.7 18.4 5.8 47 38 209 19.2

Simple Average 60.9 292 18.1 34 28 23 (0.2) 22

Weighted Average 30.9 234 18.5 5.8 4.7 3.8 19.8 18.2

E-commerce Companies

Alibaba BABA US usb 121.400 n.a. 28.8 232 6.8 5.8 47 39.3 231

VIPSHOP VIPS US usb 14.780 n.a. 15.7 13.0 8.7 5.7 41 50.3 1.1 @

Jumei JUMEIUS  USD 3.230 n.a. 8.0 6.5 1.2 1.1 1.0 9.3 6.3 9

EBay EBAY US usb 34.070 n.a. 137 12.6 45 4.0 34 30.5 1.6 %

JD.com JDUS usb 40.560 15.7 122.7 53.8 76 74 6.6 (6.7) (2.5) f

AMAZON MzZN US usb 954.950 12.7 514 36.6 19.5 13.5 10.2 222 54 Z

Gome Electrical Appliances 00493 HK HKD 1.010 n.a. 19.0 16.5 0.9 0.9 0.8 33 1.1 E

Simple Average 14.2 37.0 23.2 7.0 55 44 212 8.0 g

Weighted Average 12.9 44.6 31.2 13.5 9.8 77 274 11.6

Search Engine Companies

Alphabet Inc GOOGUS  UsD 955.140 224 18.8 16.0 3.8 32 27 15.1 13.8

Baidu Inc - Spon Adr BIDU US usb 186.830 356 272 194 4.1 36 29 12.0 6.4

Simple Average 29.0 23.0 17.7 4.0 34 2.8 135 10.1

Weighted Average 23.7 19.6 16.3 3.8 32 2.7 14.8 131

Overall Average 28.6 29.0 19.4 47 3.8 31 154 95

Overall Weighted Average 248 26.9 20.8 7.7 6.0 4.7 24.0 14.6

Source: Bloomberg.
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Financial Statements and Ratios

INCOME STATEMENT BALANCE SHEET
Year end Dec, RMB m 2015A  2016A  2017F 2018F  2019F Year end Dec, RMB m 2015A  2016A  2017F  2018F  2019F
Online games 17,314 27,980 37,774 44573 49,922 Cash and equivalents 6,071 5,439 6,506 6,906 8,924
Advertising services 1,789 2152 2475 2,748 2,981 Time deposits 14593 19,361 20,329 21,346 22,413
Email, e-commerce and others 3699 8046 12632 17432 22139 :S"ngsyme”ts and other current 3513 5276 5751 6269 6833 ~
Net revenue 22,803 38,179 52,881 64,753 75,042 Short-term investments 5013 11,582 14,130 15402 16,788 Q
Others 5217 8,261 9,801 11,630 13,803 g
Cost of revenue (9,399) (16,515) (25,678) (33,514) (40,588) Total current assets 34409 49920 56,518 61553 68,760 3
Gross profit 13,404 21664 27,203 31239 34454
S&G expenses (2,958) (4,482) (5817) (6,993) (7,954) Property & equipment, net 2,092 2,420 2,733 3,618 4,435
G&A expenses (1,014)  (1,506) (2,062) (2,525) (2,927) Time deposits 1,110 550 468 397 338
R&D expenses (2,159) (3,047) (4,125) (4,856) (5478) Others 3,546 5,143 4,877 5,237 5,537
Operating profit 7272 12629 151199 16,864 18,095 Total non-current assets 6,749 8,112 8,078 9,252 10,309
Investment income 62 200 80 89 99
Interest income 597 542 647 696 731 AP 701 1,396 1,522 761 533
Exchange losses 134 147 17 105 95 Salary and welfare payables 921 1,491 1,641 984 768
Other, net 45 378 453 489 529 Deferred revenue 4,652 7,531 7,183 5,028 3,520
Income before tax 8,110 13,895 16,497 18244 19,548 Others 5,394 9,116 8,413 6,175 4,786
Income tax (1,273)  (2,102) (2,496) (2,760) (2,958) Total current liabilities 11,667 19,535 18,759 12,948 9,606
Net income 6,735 11,605 13,734 15,189 16,275 Other long term payables 85 0 0 0 0
Non-controlling interest 102 188 266 294 315 Deferred tax liabilities 81 34 29 26 22
Non-GAAP net income 7420 12,861 15,231 16,860 18,081 Total non-current liabilities 166 34 30 26 22
Earnings per ADS (RMB) 51.266 88.403 104.868 116.240 124.837 Total liabilities 11,834 19,569 18,789 12,974 9,629
Non-GAAP Earnings per ADS (RMB) 56.476  97.977 116.298 129.026 138.694
Total shareholders' equity 29240 38,191 45269 56,998 68,293
CASH FLOW Non-controlling interest 84 272 538 832 1,147
Year end Dec, RMB m 2015A  2016A  2017F 2018F  2019F Total equity 29,324 38,463 45807 57,830 69,441
Net income 6,837 11,793 14,000 15483 16,590 Book per ADS (RMB) 223205 293.009 349.753 442572 532.647
Adjustments
Share-based compensation 684 990 1218 1,498 1,798
D&A 182 328 283 320 424 FINANCIAL RATIOS
Others (306) (263) (274) (242)  (21) Year end Dec 2015A  2016A  2017F  2018F  2019F o
Change in working capital 679 2,640 (763) (5,068) (3,164) Profitability E
Cash flow from operating activities 8,077 15488 14465 11,991 15436 Gross margin (%) 58.8 56.7 514 48.2 459 -
Operating margin (%) 319 33.1 28.7 26.0 24.1 :;
CAPEX (866) (1,136)  (1,170) (1,205) (1,241) Net margin (%) 30.0 309 26.5 239 221 ;
Change in short term investments (2,584) (2,560) 2,548 1,272 1,386 ROE (%) 256 344 329 29.7 26.0 é
Change in time deposits 3,565  (3,990) (886)  (946) (1,008) ROA (%) 18.8 234 224 224 217 2
Others (2,651) (6,317) (6,004) (7,092) (8,357) Net gearing (%) 7.0 9.2 5.1 1.5 0.2
Cash flow from investing activities (2,537) (14,002) (5,511) (7,972) (9,219)
Proceeds from short term bank loans 5829 11,355 (3,816) (2,671) (1,335)
Dividends paid to shareholders (1,468) (2,546) (3,023) (3,343) (3,582)
Others (5,994) (11,059) (1,174) 2,275 604
Cash flow from financing activities (1,633) (2,251) (8,012) (3,739) (4,313)
i RN
?:g;”ggﬁﬁf:lég;”ease) in cash and 4050  (632) 1067 400 2,018
g:;:;’r‘]‘; Z??’;:ﬂ“i"a'e”t atthe 2021 6071 5439 6506 6906
(()Dfa;:a?nd cash equivalent at the end 6,071 5439 6506 6908 8924
Source: the Company, Guotai Junan International. ‘g
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Company Rating Definition
The Benchmark: NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition

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

16 May 2017

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

Sell 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 Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

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

Underperform 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.

(3) Except for SMI Holdings Group Limited (00198 HK), Guotai Junan International Holdings Limited (01788 HK), Binhai Investment
Company Limited (02886 HK), Link Holdings Limited (08237 HK), GFI MSCI A I-R (CNY) (83156 HK), GFI MSCI A | (03156 HK) and
CAM SCSMALLCAP (03157 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.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
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).

NetEase M5 (NTES US)

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.

© 2017 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
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